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[bookmark: _Toc157591340]Introduction 
[bookmark: _Toc157008468][bookmark: _Toc157591341]The Seacrest Lodge is a hotel consisting of bar, restaurant and event facilities, which is located on a picturesque coastline. It used to be a thriving destination for a number of vacationers who seek luxury as well as relaxation. However, the hotel has undergone a huge deterioration in its revenues, customer satisfaction and occupancy rates during the recent years. Due to this, the hotel’s owner is in concern with the hotel’s future viability and needs the adoption of a turnaround strategy to enhance its financial situation. The key reasons within the deterioration of the hotel’s financial situation are poor customer reviews, shifting customer preferences and the highly competitive market. This report is going to conduct a detailed discussion and evaluation of the financial performance of The Seacrest Lodge in the last three years. The reasons responsible for the deteriorating profitability of this hotel business will be determined. In addition to this, there will a comprehensive turnaround strategy developed for the hotel for the revitalisation of its financial position and restoration of its reputation of being a premier destination for vacation and accomplishment of the best viable financial results.
Scope and objectives
The main objectives underlying in the analysis conducted for The Seacrest Lodge include the ones stated below –
· To analyse the financial performance achieved in The Seacrest Lodge in the last three years
· To determine the main reasons for the deteriorating profitability of the hotel by considering the present economy and real-world events
· To develop a comprehensive turnaround strategy for revitalisation of the financial position and restoration of the reputation of The Seacrest Lodge
[bookmark: _Toc157008469][bookmark: _Toc157591342]Reasons behind deteriorating financial performance and the effectiveness of the turnaround strategy developed for the hotel business are the main questions to be addressed in this analysis. The scope of this analysis involves answering these questions.
Financial Analysis
Financial analysis refers to the process used in businesses for the evaluation of their performance via analysing their viability, profitability and stability (Atrill and McLaney, 2021). The financial statements of a firm and calculation of ratios based on its financial statements largely help in conducting financial analysis. For example, the income statement of The Seacrest Lodge shows a decline in revenues by 20.83% and a decline in net profit by 150% from 2021 to 2023. The balance sheet of the business shows a decline in total assets by 13.95%, decline in equity by 51.61% and increase in debts by 1.31%. In the table below, the ratios for The Seacrest Lodge have been calculated –
	Ratios
	Formula
	2021
	2022
	2023

	Current Ratio
	Current assets / Current liabilities
	5: 1
	0.3: 1
	1: 1

	Acid Test Ratio
	Current assets – Inventory / Current liabilities
	5: 1
	0.3: 1
	1: 1

	Net profit margin ratio
	Net profit / Net sales * 100
	25%
	14%
	- 16%

	Return on Assets (ROA)
	Net profit / Total assets
	13.95%
	7.08%
	- 8.11%

	Return on Equity (ROE)
	Net profit / Total shareholders’ equity
	48.39%
	25.86%
	- 50%

	Debt-to-Equity Ratio
	Total liabilities / Total shareholders’ equity
	2.47: 1
	2.66: 1
	5.17: 1


Table 1: Ratios of The Seacrest Lodge
(Source: Created by the learner)
[bookmark: _Toc149320348][bookmark: _Toc157008470][bookmark: _Toc157591343]All the ratios above show a huge decline in the overall performance of The Seacrest Lodge from 2021 to 2023. This decline is in terms of liquidity as well as gearing. However, the worst decline is identified in the profitability of the business. This is because net losses are identified in 2023. Moreover, the returns on assets as well as equity are also negative. Apart from this, it can be seen that the occupancy rate of The Seacrest Lodge has declined from 65% in 2021 to 50% in 2023. A decline in the ARR (Average Room Rate) of the hotel business can be seen from £260 to £210 in these last three years. Therefore, the financial analysis, which has been conducted for this hotel business shows a major decline in its performance, especially profitability from 2021 to 2023, which needs to be improved immediately. This decline can be due to the negative effects posed by real-world events such as the Covid-19 pandemic alongside the current economy leading to decline customer purchasing power. 
SWOT Analysis
According to Benzaghta et al. (2021), SWOT analysis is an important tool that identifies and evaluates the strengths, weaknesses, opportunities and threats related to a firm. Such an analysis assists in the development of the areas in which a business performs well while seizing new opportunities, addressing the areas of underperformance and minimising risks. A detailed SWOT analysis for The Seacrest Lodge has been conducted underneath –
Strengths 
The strengths of The Seacrest Lodge include its location, which is on a picturesque coastline. This makes the business an attractive place to stay for vacationers for not only relaxation but luxury as well. The bar, restaurant and event facilities provided by it also act as its strength.
Weaknesses 
A key weakness of the business is that majority of its amenities have become outdated and there is lack of modernisation in its offerings. Moreover, there are negative customer reviews regarding The Seacrest Lodge due to deteriorating service quality.
Opportunities 
Several opportunities are now available to The Seacrest Lodge, which include modernisation of the resorts. Moreover, introduction of new services for vacationers or tourists such as green tourism, experiential tourism and adventure tourism by providing options for deep sea diving, yachting and others can be beneficial. These can help the business to respond to changing customer preferences.
Threats
[bookmark: _Toc149320349][bookmark: _Toc157008471][bookmark: _Toc157591344]One of the main threats for The Seacrest Lodge is the highly competitive coastal market, which is now having newer as well as more modern resorts in the surrounding area. Another major threat for this business is the huge reductions in its profitability and the net loss accomplished in the last accounting period.
Market Analysis
The term market analysis refers to a detailed assessment of the competitive landscape of a specific industry in addition to the identification of its target market (Aaker and Moorman, 2023). To understand the competitive landscape for The Seacrest Lodge, a detailed market analysis has been conducted. As stated by Statista (2023a), there have been ups and downs in the number of accommodation and hotel businesses within the UK between 2008 and 2021. At the end of 2021, the total number of accommodation and hotel businesses within the UK was more than 9.9 thousand. 
[bookmark: _Toc149320350][bookmark: _Toc157008472][bookmark: _Toc157591345]On the other hand, market analysis shows that in 2022, the total size of the market of hotel industry within the UK was valued at 16.42 billion GBP (Statista, 2023b). The market size was only 11.28 billion GBP in 2021 and thus, a significant increase can be identified in 2022. Moreover, it can be seen that there have been changing preferences of customers in the industry and rising demand for green tourism, experiential tourism, adventure tourism and such types of tourism. Besides this, customer demand modern amenities and modern accommodation facilities from hospitality businesses (Walker, 2021). Hence, based on the market analysis, it can be seen that there are several opportunities for The Seacrest Lodge for revitalisation of its financial position and restoration of its reputation.
Turnaround strategy 
According to Abdulwase et al. (2020), the creation and implementation of a strong and effective business strategy is essential within every company. However, a turnaround strategy is different from that a business strategy. As mentioned by Nyagiloh and Kilika (2020), a turnaround strategy is defined as a comprehensive plan that is developed within a company, which is either in financial distress or is currently underperforming. Such type of a strategy assists in revitalising the operational activities of a company in addition to restoring its profitability. One of the most effective and strong frameworks, which states the strategies adopted in companies for undergoing growth and expansion, is Porter’s Generic Strategies (Ali and Anwar, 2021). In the case of The Seacrest Lodge, the turnaround strategy that the hotel can be adopting currently is the product development strategy. 
[bookmark: _Toc149320351][bookmark: _Toc157008473][bookmark: _Toc157591346]The product development strategy is a sort of strategy, which relies on developing new products and introducing them in the market or improving existing ones to show them as new (Prasetyo and Dzaki, 2020). Since The Seacrest Lodge is a hotel business and operates in the hospitality industry, the turnaround strategy for the hotel is service development. The hotel business must be developing and introducing new services alongside its existing ones, for example, experiential tourism and green tourism. Besides this, the hotel must also focus on its modernisation and introduction of new amenities alongside the existing ones. The service quality of the hotel must be improved as well. Such a comprehensive turnaround strategy is not only going to improve its financial outcomes by enhancing its financial position but also going to restore the reputation it had for being a premier vacation destination.
Financial projections 
Financial projections are effective and important for every company for the identification of its expected performance in the future (Batchenko et al., 2023). The performance achieved in a company is influenced considerably because of the strategies that it has implemented. To determine the results and effectiveness of the turnaround strategy of The Seacrest Lodge, the revenue growth expected to be achieved is above 200% in the next four years. The net profit is also expected to be above 40% due to the implementation of this turnaround strategy. Detailed financial projections prepared for The Seacrest Lodge is as follows –







Income Statement Projections for The Seacrest Lodge
	
	2024
	2025
	2026
	2027

	Revenue
	£ 1,235,000
	£ 1,482,000
	£ 2,074,800
	£ 3,527,160

	Operating Expenses
	£ 1,155,000
	£ 1,270,500
	£ 1,461,075
	£ 1,753,290

	Net profit
	£ 80,000
	£ 211,500
	£ 613,725
	£ 1,773,870

	Net profit margin
	6.48
	14.27
	29.58
	50.29


Table 2: Income Statement Projections
(Source: Created by the learner)
Balance Sheet Projections for The Seacrest Lodge
	
	2024
	2025
	2026
	2027

	Cash and Cash Equivalents
	£ 40,000
	£ 50,000
	£ 80,000
	£ 120,000

	Accounts Receivable
	£ 50,000
	£ 70,000
	£ 95,000
	£ 110,000

	Property and Equipment
	£ 2,500,000
	£ 2,700,000
	£ 3,000,000
	£ 3,200,000

	Total Assets
	£ 2,590,000
	£ 2,820,000
	£ 3,175,000
	£ 3,430,000

	Accounts Payable
	£ 30,000
	£ 35,000
	£ 38,000
	£ 25,000

	Long-term Debt
	£ 1,500,000
	£ 1,400,000
	£ 1,200,000
	£ 1,000,000

	Total Liabilities
	£ 1,530,000
	£ 1,435,000
	£ 1,238,000
	£ 1,025,000

	Equity
	£ 1,060,000
	£ 1,385,000
	£ 1,937,000
	£ 2,405,000


Table 3: Balance Sheet Projections
(Source: Created by the learner)
[bookmark: _Toc149320352][bookmark: _Toc157008474][bookmark: _Toc157591347]The above financial projections show that there is huge effectiveness of the turnaround strategy of The Seacrest Lodge, as the expected financial results are quite good.
Risk Assessment 
Companies or businesses have to deal with a range of challenges as well as risks. For example, the Covid-19 pandemic has been a huge risk for businesses (Sharma et al., 2020). The implementation of the turnaround strategy of The Seacrest Lodge has certain challenges and risks as well. A detailed risk assessment for the turnaround strategy of this hotel business is as follows –
	Challenges / Risks
	Description of risk
	Risk occurrence likelihood
	Severity
	Effects of risk occurrence 
	Actions for risk mitigation

	· Financial risk
	The turnaround strategy of the business involves spending huge funds and the failure of the strategy can lead the hotel towards bankruptcy
	Medium
	High
	High
	Strong management of working capital and ensuring effective budgeting and forecasting activities

	· Competitor risk
	There are huge number of competitors within the market, especially in the coastline area in which it operates due to no modernisation, shifting customer preferences, outdated amenities and deteriorating service quality
	High
	Medium
	Medium
	Ascertainment of better service quality, improved amenities and accurate pricing


Table 4: Risk assessment
[bookmark: _Toc149320353][bookmark: _Toc157008475][bookmark: _Toc157591348](Source: Created by the learner)
Conclusion 
[bookmark: _Toc149320354][bookmark: _Toc157008476][bookmark: _Toc157591349]Hence, the findings help in concluding that there has actually been a downturn in the performance of The Seacrest Lodge in the past few years. Several reasons for its declining profitability including real-world events such as Covid-19 pandemic and others could be identified. The financial analysis, market analysis, SWOT analysis and others helped in determining the current position of the hotel business. Based on this analysis, a turnaround strategy has been developed for The Seacrest Lodge, which reflects chances for better financial results in the future. Hence, revitalisation of the financial position and restoration of the reputation of the hotel business is expected.
Recommendations 
To ensure the successful implementation of the comprehensive turnaround strategy created for The Seacrest Lodge, the following are recommendations for the management of this hotel business –
· The first recommendation for The Seacrest Lodge is ensuring the preparation of strong and effective budgets while preparing proper and accurate forecasts. According to Seal (2019), budgeting is an essential tool for financial management. The preparation of budgets and ensuring accurate forecasts is going to help The Seacrest Lodge in attaining budgetary objectives and overcoming negative budget variances.
· Establishment of efficient working capital management is also recommended in the company. According to Drury (2021), working capital management largely helps in enhancing financial management through managing liquidity, attaining higher profitability, ensuring uninterrupted operations and improving creditworthiness.
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