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Executive summary
Financial management is a significant domain that influences business performance and profitability. The Seacrest Lodge is the considered hotel business here, regarding the framework of this company this case study report has given the reasons for their declining profits and poor customer satisfaction. Insightful turnaround strategies along with recommendations are attached in this piece of writing to curb the persisting challenges.
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[bookmark: _Toc159519405]Introduction  
The hotel industry is one of the most flourishing industries in the United Kingdom, there are countless numbers of luxury hotels and resorts in this country. There is no argument that good financial management is needed to successfully run a business, so as for the hotel industry. This case study report will show the framework of a hotel considering The Seacrest Lodge. This lodge has been performing quite efficiently but in recent times they are failing to meet the expected targets. The probable reasons for their declining business along with some insightful strategies will be discussed here. It will also analyse their financial statements and suggest some ways that would help the business in the long run. 


[bookmark: _Toc159519406]Interpretation of the financial statements of The Seacrest Lodge
Financial statements are a set of information that includes all the financial activities done by an organisation. Income statements hold the records of the aggregated earned revenue of a company and the cash flow statements come under this category. Another financial statement which is a balance sheet presents the total amount of assets owned by the company along with the obligations. The financial statements of The Seacrest Lodge are attached below (statista, 2023).
Income statements:
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Figure: Income statement of The Seacrest Lodge

Source: (Green, 2023)

Income statements are one of the most significant financial statements. This shows each and every financial activity incurred in a business. It contains all the details of profits, earnings, expenses and debts. The above figure shows that the earned revenue was 1,200,000 pounds in the year 2021 degraded to 1,100,000 pounds in the very next year. However, it showed a plunge and became 950,000 pounds in 2023. So, it is clear that their performance and profitability went on a waning curve (tiaa, 2023). Their earnings decreased gradually while their operating expenses increased. This disbalance in their profitability and expenses stated that the lodge was running at a loss. Moving to net income is produced by eliminating the operating expenses from the revenues. It is evident that their net income has decreased so much over a period of time, it was 300,000 pounds in the year 2021 and became 150,000 pounds in the following year. Their net income went on a negative curve in the year 2023, it became - 150,000 pounds. Clearly, their income was downgraded by negative figures due to their failure in business conductance and loss of demand (Green, 2023).

Balance sheets: 
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Figure: Balance sheet of The Seacrest Lodge

Source: (statista, 2023)

Balance sheets are crucial to know about the financial position of the company. It provides all the information related to current assets, equity shares, net worth and so on. Cash and equivalents in the balance sheets show the total amount of cash that is owned by the company and the assets that are of equivalent worth of money. It was 100,000 pounds in the year 2021 and degraded to 80,000 pounds in the following economic year. The very next year the value decreased by a huge margin and dropped to 20,000 pounds. That means the lodge was losing its assets and raising the load of debts. Accounts receivable or the due payments from the customers have also been reduced over the period of three years. Additionally, the other domains such as equity shares, and total assets property decreased by the year 2023. On the other hand, their accounts payable increased gradually, showing that they are unable to pay their suppliers and workers due to a lack of profits (cybergeekgirl, 2023).





Additional financial information: 
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Figure: Additional financial information of The Seacrest Lodge

Source: (irwin-insolvency, 2022)

The above figure reflects that The Seacrest Lodge has decreased their room rates over the years to resolve the existing issues and elevate their net income. Their room rates were two hundred sixty pounds in 2021 and two hundred forty in 2022. It became two hundred ten in the very next year. However, this has not proved to be helpful as their occupancy rate rates have decreased continuously over the course of three years. 
[bookmark: _Toc159519407]Explaining the reasons for the declining profitability of the company
There are several reasons that led The Seacrest Lodge to witness a decline in their performances and revenues. Some of the probable reasons are discussed below.
Inflation and condition of the economy:
The economic condition of the United Kingdom is considerably enriched, however, in recent times the situations have varied. The nation has witnessed the apocalypse of COVID-19 and the Brexit departure that has changed the economy severely. There was inflation in the country that has raised the prices of commodities and services. The hotel company here has faced so many adversities amid this changing situation. Their operating costs increased while the assessing capacity and demand of the customers were reduced due to higher inflation rates. That is why the net income of the company became negative contributing to the degradation of the company (irwin-insolvency, 2022).
Poor occupancy:
This is one of the main reasons for the decreased revenues of the lodge. It is evident from the given financial information of the company that their occupancy rates have been declining gradually. The reasons behind it could be the loss of public demand and less accessibility for inflation. The lodge is situated at a very aesthetic coastline location, however, climate change might impact the occupancy rates. Moreover, traditional ways of marketing in this new era could be the reason for not reaching a wider range of customers and ultimately worsening the rates of occupancy (Lacalle, 2023).
Inappropriate pricing strategy:
Poor method of pricing is a vital reason for the loss of profitability, as the rate of occupancy also depends on it. The pricing should be fixed in accordance with the assessing potential of the targeted customers. Though the business has made changes in its room rates, it might not balance with the economic situation and the potential consumers (cybergeekgirl, 2023).
Competitive rivals:
The hotel industry is quite vast and there are countless lodges, resorts and many more. A certain company in this industry needs to be aware of other similar companies. People may find other options more suitable and cost-effective rather than approaching the considered lodge. Poor customer service and lack of needed access can get a company into trouble. Lack of good business performance in the tough competitive market must be a reason for the deteriorating condition of the lodge (Smith, 2022).
Failing to meet customer needs:
The recent years have brought so many changes in the preferences and demands of consumers. People want services with maintained hygiene and less contact activities to ensure sound health. Amid this scenario, the traditional way of running the lodge and not having modern technological access must be a factor in the decline of the hotel (irwin-insolvency, 2022).


[bookmark: _Toc159519408]Explaining the concept of risk management with a strategy to manage the risk
Risk management is a set of methodologies that are intended to manage risks associated with a business. There are several ways like risk reduction, by monitoring present and upcoming situations the management team or individual takes necessary measures to decrease the intensity of probable risk (Smith, 2022). Another way is risk transfer, which means forwarding estimated risks to different sectors or business partners. This is how the considered company needs not to bear the toilet amount of risk alone. Risk avoidance is another process by which better options and operations are chosen among multiples that are deemed to be profitable. This management process involves some steps in between like, it needs to understand the persisting issues first. One needs to be aware of the forthcoming risks first, and then by understanding the factors that could cause the expected risk, it is resolved. Mitigating the causing factors gradually the risks are being managed (tiaa, 2023).


[bookmark: _Toc159519409]Elaborating on the turnaround strategy implemented by the business to enhance its performance
The Seacrest Lodge needs to make some modifications in their business model to save their trade from downfalling. Here are some rational ideas to save the business in the present time.
Reset the pricing: 
Considering the ongoing situation of the economy the pricing of the services and room rates should be reset by the company. The business needs to study the behavioural policy and the assessing potential of their target customers in order to fix the price rates accordingly. This is how both the company and their customers would feel relaxed by their prices. This will also increase their occupancy rates which will ultimately higher their revenues (Smith, 2022).
Cut down expenses: 
The company might cut down some expenses that come downwards in their priority list, such as they may save the expenses of heavy marketing and unnecessary access. The saved money could be used for more important domains such as maintaining their ambience and customer services.
Off-season offers: 
People prefer some specific seasons to visit definite locations, The Seacrest Lodge resides along the sea side and people generally prefer to visit beaches in the summer. Low occupancy rates are witnessed in off-seasons in the hotels and to quench this issue the hotel needs to announce attractive offers to increase the footfall (Wanyama, 2023).
Renovations and modifications: 
The Seacrest Lodge has to focus on their booking and cancellation policies to make the customers feel it is easy and flexible to access them. The cancellation and refund guidelines should be well illustrated to make them comprehensible to the public, in this way they can enhance the number of footfalls as well as profitability. Additionally, they can utilise unused places in their lodge by renovating. The company may modify the appearance of the lodge considering the aesthetics of its target customers (Wanyama, 2023).
Approaching new means of marketing:
Unlike traditional means of marketing, there are various emerging ways of marketing nowadays. This hotel business needs to perform marketing and commercialising through social media, in this way they can reach out to the maximum number of people which will actually increase their popularity and revenues (Wanyama, 2023).


[bookmark: _Toc159519410]Recommendations
Installing modern technologies:
This generation can not just work without smart technological tools and services. Considering this factor the company needs to think about installing smart technological machines and tools to provide good services to their customers. The servers and portals of the company should work properly to ensure that the customers are not facing any issues in reaching out to them. Providing free internet services and security of data privacy to the customers will bring the cherry on top (Lanzinho, 2022).
Equities and shareholders:
The company should look forward to engaging worthy shareholders that will provide them with extra resources to advance their hotel business. It will also help in risk management, if the company has shareholders then they can split the amount of risk among them. Investors and shareholders not only provide support for resources but also give rational business ideas and advice. They would also share their business expertise and different approaches to the trade market, which will help the company to develop more profound business knowledge. Well enough experience and innovative business ideas will help the company to grow and sustain in the long run (Jones and Comfort, 2021).
Promotional activities:
As The Seacrest Lodge already has a beautiful coastline location, they can take advantage of it. The company may host different carnivals and social events that will bring so much crowd to their location. It will indirectly market their business and make it popular among people. They may also collaborate with social media influencers to promote their business on another level (Jones and Comfort, 2021).



[bookmark: _Toc159519411]Conclusion 
This case study report has shown the importance of financial management in business fields, considering the hotel industry. The scenario of The Seacrest Lodge has been outlined in this study and the reasons for their declining revenues have been illustrated in this study. Analysing all the financial statements provided the interpretations are made to support the reasons for decreased profits. Probable factors for their poor business performances along with the anticipated turnaround strategy are also provided here. This case study report has reflected some recommendations that would help the company to escalate their profits and sustainability in the long run.
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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
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Balance Sheet (in GBP)

AssetlLiability

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
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Additional Financial Information:

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

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




