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Executive summary

This report is rooted in the decline of the Seacrest Lodge and is based purely on evaluating this fall down from the financial aspect point of view. This work is a practical one, being based on figures analysis, however it is also effective and credible, as it is based on research within the hotelier industry, therefore it can be used as a potential tool for a turnaround strategy.
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1. Financial performance analysis 2021 to 2022
1.1 Revenue aspect
In the 2021- 2022 timeframe revenue has met a decrease of exactly £100,000 (please see appendix 1), which means that Seacrest Lodge has lost £8,333.33 monthly, and to split this amount even further, let’s set an average of £200 (based on the average price shown in appendix 3) per room- which would mean 41.66 rooms ‘lost’ per month, therefore 500 rooms lost per one year, which is a significant number. 
1.2 Operating Expenses aspect
Although revenue has decreased (as shown at point 1.1.1) operating expenses had turned the opposite way and increased with £50,000 in the same time period, which is not such a major loss for Seacrest Lodge, as if the total amount is divided to the number of months (£50,000 divide to 12) £4,166.66 are lost per month.
1.3 Net Income aspect
According to Kenton (2023) net income refers to a company’s income after deducting from the revenue figure all expenses, taxes, and interest and can also be known as ’bottom line’, especially here in the United Kingdom. For Seacrest Lodge, net income has met a severe decrease of 50% between 2021 and 2022, from £300,000 to £150,000, thus the company was facing a challenge which could easily jeopardise the entire business.
1.4 Other financial aspects overview
So far, main financial aspects were presented, however there are other financial aspects that contribute to a fair analysis of financial performance, such as assets, debt, equity, and others (all of them listed at appendix 3). As stated in the executive summary section, this report aims to be succinct, therefore only the main figures will be evaluated, without detailing the ones that are not too relevant for the financial performance. The figures that stand out from the balance sheet (please see appendix 3) are total assets and equity, only based on the fact that from all the listed ones, these present significant change from 2021 to 2022. In respect to total 
Page 4
assets, the value has gone down from £2,150,000 to £2,120,000, which implies that the economic value can be extracted. As Srivastav (2023) states, total assets incorporates all the resources that one business owns, thus it can fairly be stated that Seacrest Lodge has lost £30,000 worth resources during this time. Equity is strictly tied to total assets it is generated by extracting total liabilities from total assets (Fernando, 2023)- in Seacrest Lodge’s case this figure is £40,000 between 2021 and 2022, which can further be divided with the twelve months of the year and £3,333 per month is the result. Interestingly, this figure is almost equal to the operating expenses one, which is £4,166 per month (please see 1.2), which means that income statement and balance sheet both illustrate the same situation, and that is loss of money as opposed to generating profits. 
2 Financial performance analysis 2022 to 2023 
2.1  Revenue aspect
If period 2021 to 2022 brought along a loss of £100,000 in total revenue, the following period, 2022 to 2023, the loss was of £150,000, which shows an increase, therefore it is clear that the company faced a challenge which became an ongoing situation.
2.2  Operating expenses aspect
Operating expenses is another figure that did not improve between 2022 and 2023, after the 2021- 2022 loss of £50,000 (point 1.2), on the contrary, Seacrest Lodge operating expenses increased with £150,000, which is the triple of the 2021- 2022, meaning that the company was not facing at this point just a challenge, but a crisis, with numbers proving it.
2.3  Net income aspect 
When having a quick glance at the net income figures evolution from 2022 to 2023 in comparison with 2021 to 2022, it is obvious that the situation was severe, as Seacrest Lodge ended year 2023 with a net income of -£150,000, which is with £300,000 less than 2022, thus bankruptcy being a possibility (Sather, 2021).
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2.4 Other financial aspects overview
If in 2021 to 2022 period, the figures that changed significantly were total assets and equity (point 1.4), 2022 to 2023 illustrates a much worse financial situation, with major decrease in cash and equivalents- £60,000 less than 2022, total assets- £270,000 less than 2022, and equity- £280,000 less than 2022, furthermore, accounts payable went up £30,000 in 2021 to £50,000 in 2023. From all figures presented, the focus remain on equity as it  went from £620,000 in 2021 to £300,000 in 2023, which is more than half, thus giving again a sign of potential risk of failure or bankruptcy (Meritt, 2021). 
3 Additional financial information analysis
3.1 Average room rate overview
The situation regarding the average price is the following: between 2021 and 2022 it dropped down with £20, and then, the following year, between 2022 and 2023 the price dopped further down with £30, which is higher with £10, totalling a significant amount of £50 in the course of two years.  
3.2 Occupancy rate overview
Same as average room rate, occupancy rate has decreased, with 5% between 2021 and 2022, and 10% between 2022 and 2023, totalling a decrease of 15% in the course of two years. 
3.3 Average room rate and occupancy rate analysis
As shown at points 3.1 and 3.2, both average room rate and occupancy rate decreased, and at this point the focus is to find out, with the help of theory what this implies for Seacrest Lodge, and to explain the corelation between the figures and the business success or failure. As the above figure identifies, what influences the price directly is the demand, therefore if the demand is high price will increase and vice versa, if the demand decreases then the price will follow automatically, as there will be no willingness to purchase, thus no ability to pay. Furthermore, generally speaking, the demand is higher for lower priced products or services, however in Seacrest Lodge’s case it didn’t happen, as the occupancy rate did not 
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increase after the first price cut in 2022, it continued decreasing. Trying to find some potential reasons for that, theory can be used as a significant tool: in economics, some of the factors that can influence demand are income- the amount consumers earn, price of substitute goods- the demand can be lower if other companies offer similar products at lower prices, therefore competition can influence the demand, price of complementary goods- this does not necessarily applies in the hotelier industry, advertisement- consumer’s decision to purchase a product or service can be taken upon ads and promotions, and finally other external factors such as climate, taxation, or Government policies.   (Economy simplified, 2022). 
[image: A diagram of a supply chain
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Source: https://economysimplified.com/basics-of-demand-and-supply-concept/#:~:text=When%20there%20is%20more%20Demand%20and 

3.4 Recommendations 
Based on the issues identified so far, the following recommendations result:
· Addressing competition
· Investing in advertising
· Implementing VIP rewarding programme
     As discussed at point 3.3 demand is influenced by similar products, therefore Seacrest Lodge can turn this challenge into an advantage by implementing a strategy that focuses on analysing competition and ensuring to outcome their offer to gain
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 market share. For example, offering additional services such as spa, wellness, fine dining, all together offering a service that outstands and that turns each accommodation into a unique experience. To continue, advertising can be used to pass on the message of change to potential consumers, using media channels and appealing ads that show clear pictures of the picturesque coastline, the possibility to enjoy relaxation at the spa and luxury at the restaurant. And finally, implementing a strong VIP rewarding programme can help in two ways: building customer loyalty and ensuring thus continuous profits.
4 Conclusion
This report presented overview of financial performance across 2021 and 2022 and presented a critical analysis of the figures. Theory is not just a tool that can be used to understand figures, but it is also a major tool that can offer potential ways to improve, and Seacrest Lodge can be salvaged with the help of a strategy focused on the customer experience, mainly because of the fact that in the hotelier industry consumers are the core of the business, and furthermore successful organisations are the ones that understand that thriving in exceeding customer’s expectations will bring along financial gains and therefore longevity of the business. Consumers have needs and they also have desires, and this detail can make the difference between purchasing or not purchasing. Being a luxury brand, Seacrest Lodge can address this detail to ensure consumers’ needs are met as well as their desires by offering complementary luxurious services already mentioned (Gerber, 2022). 
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Income Statement (in GBP)

Item

Revenue

Operating Expenses
Net Income

2021
£1,200,000
£900,000
£300,000

2022
£1,100,000
£950,000
£150,000

2023
£950,000
£1,100,000
-£150,000





image3.JPG
Balance Sheet (in GBP)

Asset/Liability

Cash and Equivalents
Accounts Receivable
Property and Equipment
Total Assets

Accounts Payable
Long-term Debt

Total Liabilities

Equity

2021
£100,000
£50,000
£2,000,000
£2,150,000
£30,000
£1,500,000
£1,530,000
£620,000

2022
£80,000
£40,000
£2,000,000
£2,120,000
£40,000
£1,500,000
£1,540,000
£580,000

2023
£20,000
£30,000
£1,800,000
£1,850,000
£50,000
£1,500,000
£1,550,000
£300,000





image4.JPG
Additional Financial Information:

« Average Room Rate (ARR):
« 2021: £260
« 2022: £240
« 2023:£210

« Occupancy Rate:
« 2021:65%
« 2022: 60%
« 2023: 50%
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