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Executive Summary

Executive Summary

Seacrest Lodge, once a premier vacation destination, has experienced a concerning decline in
financial performance over the past three years. The revenue has decreased from £1.2 million in
2021 to £950,000 in 2023, leading to a sharp decline in net income from £300,000 to a loss of
£150,000 during the same period. Various financial metrics, including cash and equivalents,
accounts receivable, and equity, have also shown a downward trend.

This report aims to analyse the financial performance of Seacrest Lodge, identify key reasons
behind the decline in profitability, and propose a comprehensive turnaround strategy to revitalize

the lodge's financial health.
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Financial Performance Analysis

Revenue and Expenses

The financial trajectory of Seacrest Lodge over the past three years presents a disconcerting
trend, characterized by a consistent decline in revenue coupled with a simultaneous escalation in
operating expenses. In 2021, the lodge generated a revenue of £1.2 million, reflecting a
respectable performance in the initial year of the observed period. However, subsequent years

witnessed a notable deterioration in this financial metric, with revenues decreasing to £1.1

million in 2022 and further plunging to £950,000 in 2023.

This declining revenue trend raises significant concerns about the lodge's ability to generate
income and sustain its financial health. Several factors may contribute to this decline, including
economic uncertainties, shifts in consumer behaviour, or increased competition within the
hospitality industry. In tandem with the declining revenue, the operating expenses of Seacrest

Lodge have exhibited a consistent upward trajectory. In 2021, operating expenses amounted to

Income decling

£900,000, representing the costs associated with running the lodge's day-to-day operations

However, by 2023, these operating expenses had surged to £1.1 million, signalling a substantial

increase in the overall cost structure.

The augmented operating expenses can be attributed to various factors, such as rising labor costs,
increased utility expenses, or additional expenditures on maintenance and upkeep. Understanding
the specific components contributing to this surge is crucial for devising effective cost
management strategies. Importantly, this heightened cost structure has had a profound impact on
Seacrest Lodge's net income. Net income, which represents the residual profit after deducting all
expenses from revenue, provides a holistic view of the lodge's financial performance. In 2021,
Seacrest Lodge enjoyed a net income of £300,000, indicating a healthy profit margin relative to

its revenue.

However, the subsequent years witnessed a drastic reversal, with the net income plummeting to a
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concerning loss of £150,000 in 2023. This stark decline in net income is alarming, as it not only
erodes the financial reserves of the lodge but also raises questions about the sustainability of its

operations.

The negative net income in 2023 suggests that Seacrest Lodge is currently operating at a loss,
where the expenses outweigh the revenue generated. Such a situation necessitates urgent
attention and strategic intervention to reverse the trend and restore the lodge to a profitable

trajectory.
Liquidity and Working Capital

In 2021, Seacrest Lodge began the period with £100,000 in cash and equivalents, indicating a
reasonable level of liquid assets available for meeting immediate financial needs. However, by
2023, this figure had dwindled significantly to a mere £20,000. This decline in cash and
equivalents is a cause for alarm as it implies a potential strain on the lodge's ability to cover
short-term expenses such as operating costs, debt obligations, or unexpected financial challenges.
The reduction in cash and equivalents may be attributed to several factors, including increased
operational expenses, declining revenue, or mismanagement of financial resources.
Understanding the specific reasons for this decline is crucial for developing effective liquidity
management strategies. Furthermore, a decline in accounts receivable compounds the liquidity
concerns. Accounts receivable represent amounts owed to the lodge by customers for services
provided. In 2021, Seacrest Lodge had £50,000 in accounts receivable. However, this figure
decreased to £40.,000 in 2022 and further diminished to £30,000 in 2023.

The decline in accounts receivable raises the possibility of challenges in customer payments. It
could indicate delayed payments, increased difficulty in collecting receivables, or potential
issues with customer creditworthiness. Monitoring and addressing these issues are pivotal to
maintaining a healthy cash flow and ensuring the lodge's financial stability. In addition to
declining cash and receivables, the increase in accounts payable adds another layer of complexity
to Seacrest Lodge's liquidity situation. Accounts payable represent the amounts the lodge owes

to its suppliers and vendors. While accounts payable rose from £30,000 in 2021 to £50,000 in




2023, the simultaneous decline in cash and equivalents suggests potential challenges in

managing cash flow.

An increase in accounts payable without a corresponding increase in liquid assets can lead to
cash flow difficulties, as the lodge may struggle to settle its outstanding obligations in a timely
manner. This situation may strain relationships with suppliers and impact the lodge's ability to
secure favourable credit terms. The property and equipment value of Seacrest Lodge serves as a
crucial indicator of the lodge's overall asset base and financial health. A detailed examination of
the financial statements reveals a noteworthy change in the value of these assets over the three-

year period.

Assets and Liabilities

In 2021, the lodge's property and equipment were appraised at £2 million, representing the total
value of tangible assets such as buildings, furniture, and other amenities. However, by 2023, this
value had decreased to £1.8 million. This decline prompts an exploration into potential reasons
behind this shift, which may include selling of assets, depreciation, or a combination of these

factors.

The decrease in property and equipment value could be indicative of a strategic decision by
Seacrest Lodge to divest certain assets. This could be a deliberate move to streamline operations,
focus on core offerings, or generate funds to address immediate financial needs. Understanding
the rationale behind asset sale is crucial for assessing its impact on the lodge's overall business

strategy and financial position.

Another plausible explanation for the decrease in asset value is depreciation. Over time, tangible
assets experience wear and tear, resulting in a decrease in their book value. While depreciation is
a non-cash expense, it impacts the overall value of the assets on the balance sheet. An assessment
of the depreciation methods employed, and the remaining useful life of assets is essential for

gauging the accuracy of the recorded values.

While the property and equipment value experienced a decline, a parallel analysis of total assets,




total liabilities, and equity provides additional insights into Seacrest Lodge's financial dynamics.

Both total assets and total liabilities have decreased proportionally over the three-year period.
Total assets encompass all the resources owned by the lodge, including current and non-current
assets. Meanwhile, total liabilities represent the lodge's outstanding obligations and debts. The
parallel decrease in both these figures suggests a concerted effort to manage the lodge's financial

position and align its assets with corresponding liabilities.

The most striking change within the financial landscape of Seacrest Lodge is observed in the
equity section. Equity, which represents the residual interest of the lodge's owners, has seen a
substantial drop from £620,000 in 2021 to £300,000 in 2023. This decline in equity raises
concerns about the lodge's overall financial health and its ability to cover obligations to its

OWners.

Several factors could contribute to the decline in equity:

Accumulated Losses: A sustained period of net losses, as indicated by the declining net income,
may contribute to the reduction in equity. Accumulated losses erode the ownership stake of

shareholders.

Capital Withdrawal: If the lodge's owners withdrew capital from the business for personal use or
other investments, it would contribute to the decrease in equity. Understanding the reasons for

such withdrawals is crucial for assessing the impact on the lodge's financial stability.

Asset Depreciation and Operational Metrics: According to Li (2017), the decrease in asset
values, possibly due to depreciation, directly affects equity. As assets lose value, the equity

position of the lodge is impacted.

Seacrest Lodge's operational metrics, specifically the average room rate and occupancy rate,

provide critical insights into its market positioning and customer engagement. Over the observed




three-year period, the average room rate has experienced a notable decline, decreasing from £260
in 2021 to £210 in 2023. Simultaneously, the occupancy rate has seen a drop from 65% in 2021

to 50% in 2023. These interconnected metrics indicate a dual challenge for the lodge: a

diminishing pricing power and a decrease in customer demand. ARR &amp; Occupancy

The reduction in the average room rate suggests that Seacrest Lodge may be facing challenges in
maintaining optimal pricing strategies or effectively communicating the value proposition to
guests. This decline in pricing power, when coupled with the decrease in the occupancy rate,
highlights potential issues in attracting and retaining customers. The dip in occupancy rate
signifies a diminished level of customer demand for the lodge's offerings, possibly influenced by

factors such as increased competition or shifts in consumer preferences.

In addressing these challenges, Seacrest Lodge must conduct a comprehensive market analysis to
identify factors influencing pricing dynamics and customer preferences. Strategic pricing
adjustments, coupled with targeted marketing efforts to enhance brand perception, are vital for
revitalizing pricing power and rekindling customer interest, ultimately contributing to a rebound

in overall revenue.

Key Reasons Behind the Decline




Economic Downturn

The decline in the lodge's financial performance may be attributed to broader economic
challenges affecting the tourism and hospitality industry. Economic downturns can lead to
reduced consumer spending on vacations and a decline in business conferences or events,

impacting both room rates and occupancy rates, as per ukhospitality (2023).

Competitive Landscape

Increased competition from other vacation destinations or online platforms might be diverting
potential guests away from Seacrest Lodge. A thorough analysis of the competitive landscape is
essential to understand the lodge's positioning and potential areas for improvement, as per

pitchgrade (2023).

Operational Inefficiencies
According to Investopedia (2021), the increase in operating expenses without a proportional
increase in revenue suggests potential operational inefficiencies. Identifying and addressim

inefficiencies is crucial for restoring profitability.
Risk Management

Comprehensive Turnaround Strategy

Market Analysis and Positioning

Conduct a comprehensive market analysis to identify trends, customer preferences, and
competitors. Position Seacrest Lodge as a unique and attractive destination, potentially offering
exclusive packages, themed events, or partnerships with local attractions, as per coursera (2024).
Pricing and Revenue Management

According to Mckinsey (2021), the pricing strategy should be reevaluated by considering
dynamic pricing models, seasonal promotions, and loyalty programs to attract and retain
customers. Implement revenue management practices to optimize room rates based on demand

patterns.




Cost Management and Operational Efficiency

According to Simonson (2024), conduct a thorough cost-benefit analysis to identify areas for
cost reduction without compromising service quality =F nlement operational efficiency
measures, such as staff training, technology adoption, and energy-saving initiatives, to streamline

operations.

Marketing and Branding
Invest in a robust marketing and branding strategy to reposition Seacrest Lodge in the market.

According to thoughtlab (2023), leverage social media, digital marketing, and partnerships to

increase visibility and attract a wider audience. )
Strategies

Customer Experience Enhancement
Focus on enhancing the overall customer experience by improving service quality, introducing
personalized amenities, and gathering feedback for continuous improvement. Satisfied customers

are more likely to become repeat visitors and brand advocates, as per Influitive (2023).

Capital Expenditure and Asset Management

Reevaluate the lodge's property and equipment portfolio. Consider strategic investments in key

assets or renovations to enhance the oyerall ouest experience and increase the perceived value of
Strategy quiery
the lodge, as per Shawmut (2021).

Financial Restructuring
According to Side (2022), review the lodge's long-term debt and explore options for financial

restructuring, such as refinancing or negotiating more favourable terms. This can provide

immediate relief and improve the lodge's financial flexibility. y
Key Issue Resolution

Link to Analysis




Most Viable Financial Outcomes

Implementing the comprehensive turnaround strategy outlined above aims to achieve the

following financial outcomes:

Revenue Growth: Stabilize and increase revenue by attracting more guests through effective

marketing, improved customer experience, and strategic pricing strategies.

Cost Reduction: Optimize operational efficiency and reduce unnecessary costs to improve the

overall cost structure, contributing to increased profitability.

Enhanced Cash Flow: According to Tipalti (2024), implementing revenue management practices
and cost reduction measures will positively impact cash flow, addressing liquidity concerns and

supporting ongoing operations.

Improved Asset Value: According to Thearchitecturedesigns (2024), strategic investments in key
assets and renovations can enhance the overall value of the lodge's property and equipment,

potentially increasing equity over time.

Positive Brand Image: According to lan (2023), a focus on customer experience, marketing, and
branding will contribute to restoring Seacrest Lodge's reputation as a premier vacation

destination.

In conclusion, Seacrest Lodge faces challenges that require a multifaceted approach to
turnaround its financial performance. By addressing economic factors, competitive positioning,
operational efficiency, and customer experience, the lodge can pave the way for a revitalized and
sustainable future. Implementation of the proposed strategies will not only restore financial
health but also position Seacrest Lodge as a sought-after destination in the highly competitive

hospitality industry.




Recommendations:

Airbnb Presence and Marketing: In an era where online platforms play a pivotal role in
travelers decision-making, Seacrest Lodge can strategically enhance its presence and

popularity on Airbnb (Airbnb, 2024). B4

Diversity Revenue Streams: Explore additional revenue streams beyond traditional room
bookings. Consider hosting local events,ring with nearby attractions, or offering
5

exclusive experiences to attract a diverse ralfge of guests.

Technology Integration: Leverage technology to enhance operational efficiency.
Implement a user-friendly online booking system, utilize digital marketing strategies, and

incorporate data analytics for targeted promotions.

Employee Empowerment: Invest in staff training programs to enhance customer service.
Motivated and well-trained staff contribute significantly to positive guest experiences,

leading to increased satisfaction and repeat business.

Environmental Sustainability: Emphasize the lodge's commitment to environmental
sustainability. Implement eco-friendly practices, such as waste reduction, energy-efficient

technologies, and green certifications, to appeal to environmentally conscious travellers.

Customer Loyalty Program: Introduce a customer loyalty program to reward repeat
visitors. This can incentivize guests to choose Seacrest Lodge for their subsequent

vacations and foster a sense of loyalty.
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PAGE 1

PAGE 2

QM

PAGE 3

Executive Summary

An executive summary should summarise the key points of the report. It should restate the
purpose of the report, highlight the major points of the report, and describe any results,
conclusions, or recommendations from the report. It should include enough information so
the reader can understand what is discussed in the full report, without having to read it.

PAGE 4

QM

QM

QM

Comment 1

no introduction

Income decline

why do you think revenue is going down? consider what is happening in the world and
relate it back to economic theory

Cost Increases

what are the causes of this do you think? consider real-world events as well

Graphs & Tables

consider using tables and graphs to portray information more clearly and define trends



PAGE 5

QM Link to Strategies
this needs to be linked with your turnaround strategies
PAGE 6
PAGE 7
PAGE 8
QM ARR & Occupancy
in theory, if prices drop, demand should increase. so why do you think this has not
happened?
PAGE 9

QM

QM

QM

PAGE 10

Comment 2

such as what? this needs to be explored and analysed to discover root causes for issues

Key Issues

what are the key factors you need to address? customer satisfaction, older building, change
of tourist wants etc.

Risk Management

you need to be applying the risk management process to this:

identify and assess the risks for their severity, followed by deciding on how to deal with
them or if you even can deal with them, based on your analysis of the finances.

Market Positioning Model

you should consider including a market positioning model to help explain what you want the
hotel to do?

QM

Comment 3

such as what? you should be able to specify what these costs are likely to be and then see if
these issues can be resolved

Strategies



Your turnaround strategies need to be specific and based on your analysis. So what are you
proposing the owner does?

QM Strategy quiery

is this possible considering the financial "health" of the business, taking into account the
current economy?

QM Key Issue Resolution

you need to be able to highlight which issue or issues you are trying to resolve with each of
your strategies

QM Link to Analysis

You need to link your strategies back to your analysis, as this will tell you whether this is
possible or not and forms the basis of your justification.

PAGE 11

PAGE 12

, Comment 4

seriously?

, Comment 5

read the task description

PAGE 13

QM Referencing Material
any material viewed online needs links and accessed dates, including books and journals.
For many of these references, you do not have access to the physical book/journal

QM Format References/Works Cited
The format of this reference list/works cited page is inconsistent (punctuation,
alphabetization, and/or indentation). Revise this list so that all citations follow a consistent
format.

QM Source relevance
check source for its relevance to the topic being written about

QM Source relevance

check source for its relevance to the topic being written about



PAGE 14

QM Source relevance

check source for its relevance to the topic being written about
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ENGAGEMENT WITH LITERATURE /10

Your work must be informed and supported by scholarly material that
is relevant to and focused on the task(s) set. You should provide
evidence that you have accessed an appropriate range of sources,
which may be academic, governmental and industrial; these sources
may include academic journal articles, textbooks, current news articles,
organisational documents, and websites. You should consider the
credibility of your sources; academic journals are normally highly
credible sources while websites require careful consideration/selection
and should be used sparingly. Any sources you use should be current
and up-to-date, mostly published within the last five years or so, though
seminal/important works in the field may be older. You must provide
evidence of your research/own reading throughout your work, using a
suitable referencing system, including 20 in-text citations in the main
body of your work and a reference list at the end of your work.

y“‘ Your references are poorly formatted and you 4
should include some more scholarly material for
any theories or models that could be incorporated
into the report



KNOWLEDGE & UNDERSTANDING /20

Knowledge relates to the facts, information and skills you have acquired
through your learning. You demonstrate your understanding by
interpreting the meaning of the facts and information (knowledge). This
means that you need to select and include in your work the concepts,
techniques, models, theories, etc. appropriate to the task(s) set. You
should be able to explain the theories, concepts, etc. to show your
understanding. Your mark/grade will also depend upon the extent to
which you demonstrate your knowledge and understanding. Guidance
specific to this assessment: Display a clear understanding of the key
reasons behind the decline in the business, along with the financial
implications and create a potential solution/turnaround strategy.

y“‘ You have demonstrated some understanding but 1 0
you need to identify the issues more clearly
through the risk management process and include
more key frameworks and tools for analysis.

COGNITIVE AND INTELLECTUAL /40

Guidance specific to this assessment: accurately analyse the financial
performance of the business from the provided data and provide the
financial ratios that will enable you to make informed decisions on
potential turnaround strategies.

y‘ Your strategies need to be more specific and 1 9
linked back to your analysis of the finances and the
market. You need to be able to justify that you can
do each strategy and it is the best option moving
forward, especially when you consider what is
happening in the real-world.

PRACTICAL SKILLS /20



Guidance specific to this assessment: you will need to consider
contemporary trends and themes that are occurring within hospitality
industry today, as well as demonstrating an understanding of current
socio-economic realities which are currently impacting the UK.

y‘ You need to consider more current real-world 9
factors and apply them. You need to be referring to
concepts taught in class, such as supply, demand,
market positioning etc and use models to help
explain concepts or aid you with presenting your
work, such as the Bowman's Strategy Clock for
market position and a model on growth strategy,
such as Ansoff matrix would be beneficial.

TRANSFERABLE SKILLS /10

Guidance specific to this assessment: You should write a report in a
recognised format. All writing should be academic style, formal,
focused, concise and subject specific. It should use a font of Arial 12
point or Times New Roman 12 point, and have 1.5 line spacing. All
graphs, charts, and figures in the main body must be clearly referenced
beside or beneath. Where possible they should not be on separate
pages but should be incorporated within the text.

y"’ Your work is coherent, however you need to know 5
what is included as part of an executive summary,
introduction and conclusion



