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Executive Summary

This report has been prepared to analyse the financial health of The Seacrest Lodge. The report analyses the financial statements of The Seacrest Lodge, the income statement and the balance sheet. Based on the numbers, the major reasons for the declining revenue and rising operating expenses were identified. This section also covered an examination of the net income, average room rate and occupancy rates for the years 2021 to 2023. With the major reasons for the decline of the Seacrest Lodge identified, the final part of the report covered turnaround strategies that the lodge can use to diversify its revenues, modernise amenities, and boost the quality of its service.
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[bookmark: _Toc158207602]Introduction

Financial management is defined as all activities related to cash flows in an organisation such as procurement, funding decisions, investments, and disinvestments (Pernsteiner, 2021). This report is a financial analysis of the Seacrest Lodge, that thrived as sea-facing retreat for many guests. It is now suffering from decreasing revenue and increasing operating costs. At the same time, the lodge has been experiencing reduced occupancy rates in the last three years. By looking through the income statement and balance sheet, the report will identify the areas that could be improved and the reasons for the lodge’s decline. In order to identify the areas of improvement, the report will analyse how Seacrest can optimise its costs, diversify its revenue streams, and how it can re-establish itself in the market (Seal, et al., 2018). A strategy will be formulated that will be a holistic way for the Seacrest Lodge to overcome its challenges and regain its old glory.

[bookmark: _Toc158207603]The Seacrest Lodge Background

The Seacrest Lodge, a haven for travellers, is located on a scenic coastline. What was once a busy and thriving accommodation for people seeking luxury and comfort is seen struggling today. It was once the go-to location and was the centre place of many people’s memories. One reason why the Lodge is suffering is because of the state of society. As time has passed, people’s disposable income is increasing, which makes them seek out higher-level needs for more happiness and experiences (Gardini, et al., 2020). The lodge has lost its competitive edge due to the opening of several new, modern hospitality accommodations with contemporary amenities nearby. As a result, The Seacrest Lodge has been witnessing a reduction in revenue and occupancy. Customers have also complained of decreasing quality and have voiced their dissatisfaction. The lodge is now looking to improve the situation and have a strategy to come out of the complexities of the market. Hence, it is necessary to analyse if the Seacrest Lodge’s business is viable enough to be revived by looking into the major reasons why its profitability has dropped.
 



1. [bookmark: _Toc158207604]Financial Analysis

To gain a better picture of the financial status of the Seacrest Lodge, its financial statements will be reviewed. Its income statement and balance sheet for the previous three years show a worrisome picture. Not only has its revenue dropped, but its operating expenses have also increased. The net income has declined significantly over the years, and in 2023, the Seacrest Lodge had a negative balance. Here is an in-depth analysis of different aspects of the financial statements of the lodge.

Revenue

The Seacrest Lodge’s revenue, as recorded in the income statement, shows a decline from 2021 to 2023. While 2021 brought in £1,200,000 million, 2022 recorded £1,100,000 million only. The trend continued in the following year when the revenue was £950,000. The 21% fall in revenue from 2021 to 2023 is a direct result of the decreasing customer base of the lodge. Another reason for low revenue could be the shrinking market share due to the entry of other lodges and hotels in the neighbourhood.



Operating Expenses

As the Seacrest Lodge’s revenue decreased, its operating expenses increased proportionally. From £900,000 in 2021 to £950,000, the operating expenses reached £1,100,000 million in 2023. As occupancy fell and there was severe competition, there was a sharp decline in the lodge’s customer base. As the hospitality industry involves numerous activities that involve the physical intervention of humans, the operating costs of the Seacrest Lodge have increased, affecting profitability (Guilding, 2014). The 22% increase in operating expenses from 2021 to 2023 could be due to labour costs, maintenance and repairs, administrative expenses, and overheads. Addressing the exact causes of the increase in operating expenses is essential to prevent profit from falling further.




Net Income

Net income, as recorded in the Seacrest Lodge’s income statement, has plummeted alarmingly. From £300,000 in 2021, the lodge recorded a net income of £150,000 in 2022. Thereafter, in 2023, there was a loss of -£150,000. The loss recorded in 2023 shows how severe the financial status of the Seacrest Lodge is. There is a need to create an action plan to control the Seacrest’s expenses and look for alternate revenue streams to bring up its profit.

Balance Sheet

To get a better idea of Seacrest’s ability to pay its operating expenses, long-term debts, and ability to pay its owners, the balance sheet will be analysed (Robinson, 2020). The Seacrest’s balance sheets for the last three years show deteriorating financial health, like that of the income statement. Not only have cash and cash equivalents dwindled from £100,000 in 2021 to £20,000 in 2023 marking potential liquidity challenges. Similarly, accounts Payable, which were at £30,000 in 2021 are at £50,000 in 2023 showing an increase in liability and issues in meeting short-term obligations. The balance sheet also shows a declining trend in equity showing that the lodge has been using equity to manage liquidity. The Seacrest’s property value has declined, and its liabilities have increased slightly, which warrants the need for prudent financial management.



Average Room Rate

The Seacrest’s financial statements also mention its average room rates. Due to poor occupancy, the room rates have been decreasing from 2021 to 2023. From £260 in 2021, the lodge had an average room rate of £240 in 2021, which decreased to £210 in 2023. The pattern shows that the lodge has been trying to counter the decrease in occupancy and rising operational costs. What is required here is an in-depth analysis of the market and the pricing strategies of the competitors. (Bhimani, 2006) The lodge can employ cost management techniques whereby upgrading its amenities will help drive down the average room rate.


Occupancy Rate

As mentioned before, the Seacrest Lodge has had dwindling occupancy rates in the past couple of years due to severe competition. From 65% occupancy in 2021 to 60% in 2022, the lodge has only a 50% occupancy rate in 2023. The 26% difference has far-reaching effects on the lodge’s revenue and underutilised capacity. A renewed effort to upgrade its facilities, marketing campaigns, and promotions will attract new guests. There must also be a loyalty program in place to award and incentivize existing customers to stay at the Seacrest Lodge.

2. [bookmark: _Toc158207605]Key Reasons For The Seacrest Lodge’s Decline 

The Seacrest Lodge’s decline is due to the confluence of several major factors. The reduced occupancy rates, competition, and changing customer tastes have challenged the financial status of the lodge. Moreover, the global hospitality industry is still struggling to recover to pre-COVID numbers and levels (Hancock, 2021). To create a strategy to overcome these challenges, an in-depth analysis should be made to understand the reasons for the Seacrest Lodge’s decline.



Decline in Service Quality

Much of the gleam of the luxury the Seacrest Lodge provided has been lost to the poor service offered to its customers. The lodge has not been able to meet customers' requirements for cleanliness, room service, and comfort. This has impacted the brand image of the Seacrest and prevented customers from returning. The Seacrest can counter this by providing more training to its employees and reinforcing rules and regulations for the upkeep of the property.

Outdated Amenities and Facilities

Customer reviews of the Seacrest Lodge shed light on a major problem it has been facing. The amenities and facilities offered at the lodge are outdated. It is an ageing facility whose amenities are impacting guest satisfaction. Studies have shown that an innovation strategy is required for the hospitality industry to succeed in a competitive environment (Rios & Ciobanu, 2019). Both technological and non-technological innovations are necessary for the lodge to bring in more profit.

Shift in Customer Preferences

Addressing changing customer tastes is a determinant for not just the Seacrest Lodge’s success but also for the entire hospitality industry. Guests look for hotels that can cater to their needs and offer personalised experiences. The inability to meet these requirements shows a disconnect between the hotel and its customers. Customers and guests today are more demanding. (Ali, et al., 2021) Being able to satisfy customers and provide quality service is key to achieving a sustainable competitive advantage.



Operational Incompetence

The rising operational expenses at the Seacrest Lodge require a closer look. While external factors can impact operational expenses, internal reasons could also be draining limited resources. Ineffective staff management practices, inadequate training, and wasteful resource management could be some of the internal reasons for operational incompetence. There is a need to overlook the employment hiring and training process, energy consumption and scheduling for work to unearth inadequacies. The inability to address them will result in longer wait times and poor guest service.

Intense Competition

The coastal market, where the Seacrest Lodge is located, is saturated with newer and better hotels and lodges. They not only have what the guests are looking for in terms of amenities and modern services but also offer competitive prices. The competition is driving away guests from the Seacrest and is a formidable threat to the longevity of the lodge. To overcome the issues posed by the Seacrest’s competition, it must formulate a plan to differentiate itself from the competition. It must strategize methods to stay competitive, attract customers and drive its profit up at the same time.
3. [bookmark: _Toc158207606]Turnaround Strategy for The Seacrest Lodge

To create a turnaround strategy for the Seacrest Lodge to improve its financial condition, it must adopt a multifaceted approach. The strategy should cover various aspects such as market positioning, diversifying revenue, optimising costs, and more. The following section will elaborate on the different ways a strategy can be created for the Seacrest.

Market Research

To start with the strategy, the Seacrest Lodge must research the market and gain a clear understanding of its position. For a big organisation like the Seacrest, it is easy to get lost in the daily operations, so a study of its strengths and weaknesses is necessary (Morrison, 2022). Besides its own strengths and weaknesses, the research will also point out its competitors’ strengths and weaknesses and its target audience. With this knowledge, the lodge will be able to formulate a plan to create a niche for itself in the market where it is targeting its desired market segments and rebrand and reposition itself.



Revenue Diversification

Decreasing revenue has been a major issue for the Seacrest Lodge over the last three years. To reduce dependency on traditional revenue streams, the Seacrest must look to implement revenue management and introduce alternate methods of raising revenue (Helmold, 2020). At times when guest bookings are low, the lodge can host corporate events or weddings and capitalise on its scenic location. It can also introduce loyalty packages for regular guests or tailored packages to retain newer guests. Renting out the lodge’s facilities to the locals, offering discounts, and introducing new food and beverage experiences will also bring in more income.





Optimising Costs

Cost optimisation is essential to improve operational efficiency and increase profitability. Looking over all costs will reveal areas of improvement that can be cut down or processes introduced for better cost management. Executing measures like energy-saving measures, waste management, and adopting technology to streamline processes and optimise resource utilisation can help save money substantially. Another way to reduce costs would be to negotiate and sign-up with suppliers who will provide better terms at lower costs but not compromise on the quality of goods supplied.



Enhance Service Quality

The Seacrest Lodge has been witnessing several customer reviews complaining of the declining quality of the service provided along with the poor and outdated amenities. Enhancing the service guests get at the lodge will make sure they are satisfied and stay loyal to the brand. All staff members and employees of the Seacrest Lodge must be trained and upskilled so that they have the latest knowledge and know how to handle guests. An investment must be made to foster a culture of excellence in the lodge that will encourage the staff to improve themselves. Upgrading the existing infrastructure to more modern amenities will also help in this regard.

Digitisation and Online Presence

Having a robust online presence has become a necessity in today’s digital age. New technologies like artificial intelligence and the Internet of Things have reshaped the hospitality industry and improved the guest experience (Kansakar, et al., 2019). It will allow the Seacrest Lodge to interact with its guests and answer their queries while attracting new guests. Signing up and harnessing the power of appropriate online platforms will help the lodge with its marketing efforts and track its performance. Building a user-friendly website will help boost bookings and search engine results.

[bookmark: _Toc158207607]Conclusion 

The Seacrest can start by focusing on researching its market position and how it can improve its brand. Its existing employees must also be trained and upskilled, along with looking for more ways to generate revenue streams to improve its profitability. Adopting cost management tactics will reduce unnecessary costs for the lodge. Digitising and modernising its amenities will enable the Seacrest to navigate the modern hospitality industry. To implement these strategies, a concentrated effort must be made along with investment, which will help The Seacrest Lodge unlock new opportunities and attain sustainability.
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