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[bookmark: _Toc165941392]Introduction
The current report is been associated with the assessment of the financial performance of the Seacrest Lodges for the past three years. The main aim of the financial analysis is to ascertain the reason behind the recent decline in revenue, customer satisfaction and occupancy of the resort by considering the real-world events and the current economy of the UK that influenced the profitability of the hospitality industry. Therefore, an effective turnaround strategy has also been presented by assessing the current financial health of Seacrest Lodges in order to regain its financial and economic reputation. It is necessary to add that the coastal market in the UK become competitive because of the increase in the cost of living in the UK due to Brexit and the pandemic effect which changed the preference of consumers at a larger level (Huggins, Prokop and Thompson 2021). Therefore, the turnaround strategy of the report has been illustrated by keeping the future prospects of the hospitality industry in the country. 
[bookmark: _Toc165941393]Market Analysis-Potential Risks
Seacrest Lodge is been influenced by saturation in the coastal market because of intense competition from newcomers who have introduced modern resorts and provided various options to customers in accordance with their range. The outdated amenities of the Lodge are not currently suitable to attract or retain potential customers because their preferences have been shifted more to sustainable experiences and adventures besides luxurious relaxation. In addition to that, the limited travel restrictions. Taubers and Bausch (2022) added that the COVID-19 pandemic has decreased the hospitality industry revenue specifically between the period 2021-2023 which can be evidenced by the declining revenue of Seacrest Lodge. Benton et al. (2022) mentioned that the current economic instability in the country and world events like the Russia-Ukraine war have potentially inflated the prices of foods and energy which has consequently lowered the profitability margin of the tourism industry. In addition to that, the introduction of customer-centric competitors like Airbnb has created self-made facility options for the customers in accordance with customer budgets with an even more friendly and sustainable environment (Arreza 2022). While there are several critical risks that have emerged in the current economic world in the form of the cost-of-living crisis, the energy supply crisis and inflation crisis have potentially increased serious challenges for the tourism and hospitality industry (Menegaki and Poutakidou 2023). 
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[bookmark: _Toc165941406]Figure 1: Market Size of the Hospitality and Tourism Industry in the UK
Source: (Statista 2024)
The current financial situation of Seacrest Lodge can be evidenced by Figure: 1 which illustrates the market size of the hotel industry in the UK reflecting an immense decrease in the revenue in the years 2021 and 2022 in comparison with other years. The occupancy rate of Seacrest Lodge has decreased from 65% in the year 2021 to 60% and 50% in the year 2022 and 2023 respectively. However, the occupancy rate of the hotel industry provided by Statista (2024) shows a rate of 37% and 33% in the years 2020 and 2021 which shows evidence of an effect that caused a decline in revenue and profitability afterwards. In addition to that, the latest trend provided by Bidfood (2024) indicated the fact that the consumer in the current situation is more price-centric in terms of choosing their required travelled destination in comparison with past years. Therefore, the market situation has reflected the same phenomenon that the revenue of Seacrest Lodge has been affected by different economic and environmental factors in the form of old amenities, intense competition and other external factors. Moreover, the continuous increase in the operational cost by the management of the Seacrest Lodge has not created any impact but certainly, management had to decrease the average room rate (ARR) of the Lodges in the consequent year from 2021 to 2023.
[bookmark: _Toc165941394]Financial Analysis
The financial analysis on the Seacrest Lodges has been performed using the ratio analysis technique by taking the financial data from 2021-2023 in order to assess the profitability, liquidity and trend analysis leading towards the decision-making of the overall financial health of the Lodge. 
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	2023
	2022
	2021

	Occupancy Rate
	65%
	60%
	50%

	Average Room Rate (ARR)
	£260
	£240
	£210


Table: 1 indicated above shows the occupancy rate along with the average room rate of the Seacrest Lodge which indicates that the revenue of the lodge has decreased because the management has to decrease its average room rate because of the continuous decline in the occupancy rate of the lodges recorded in each year from 2021-2023.
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[bookmark: _Toc165941407]Figure 2: Net Income Analysis
The net income of Seacrest Lodges has been presented in Figure: 2 in terms of percentages from the financial year 2021 to 2023. The net income has been calculated by subtracting the operational expenses from revenue which also made it an operating profit. The result shows that the net income of the lodge has been constantly decreasing because of the decrease in revenue by keeping their operational cost the same or increasing. Moreover, the net income in the year 2023 has gone down to -15.8% which has squeezed the working capital of the lodges at a substantial level. It is necessary to add that profitability can be considered as an evident part of the business growth. Therefore, Seacrest Lodges cannot optimise its profits in terms of supporting future business strategies if the lodge cannot earn positive profits. 
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[bookmark: _Toc165941408]Figure 3: Return on Capital Employed (ROCE)
Jyoti and Khanna (2021) stated that the Return on capital employed is been used in organisations to understand the earnings of the business along with its capital efficiency. ROCE can be treated as an evident methods to measure the financial performance of the company. Therefore, the performance of profits of Seacrest Lodge with respect to its capital can be seen in Figure: 3. The results indicate that Seacrest Lodge was been able to earn positive earnings by utilising the capital potential of its business in 2021 by 14.15% which was decreased to 7.21% in the year 2022 and become negative as -8.33% in the year 2023. It shows that the business is currently unable to find its footing in positive earnings and continues to lose its capital with each passing financial period. Therefore, the current situation of the negative ROCE of the business will be going to lead it to consume more capital resources which will certainly increase the liability portion of the company’s capital. 
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[bookmark: _Toc165941409]Figure 4: Change in Income and Revenue
Figure: 4 illustrated above shows the change in revenue and profitability for the years 2022 and 2023 with respect to the preceding year. The computational result shows that the profitability of the Seacrest Lodges has been further decreased by 50% in comparison with the profit earned in 2021 because of the decrease in revenue by -8.33%. Similarly, the decrease in profit in 2023 is even worse because it decreased by 200% to the year 2022 while the decrease in revenue is been calculated as --13.64 % comparatively. Therefore, the change clearly states the financial downfall of the Seacrest Lodges particularly in the year 2023 which caused serious financial concerns for the business and can lead to even closure of the business. 
[bookmark: _Toc165941398]Turnaround Strategy
According to Yaakub and Ismail (2023), the efficient turnaround strategy depends upon efficient market research regarding the changed business structure which is supported by the current preferences of the customers along with the availability of enough financial resources can facilitate adopt this change to bring Seacrest Lodge back on track with increased revenue and positive profitability. Therefore, it is necessary to identify the core strengths and weaknesses of the Seacrest Lodges along with the current threats and opportunities which can facilitate the management to decide the relevant operational strategy for the business. Therefore, a SWOT analysis has been developed with the relevant strategy in accordance with the case provided. 
[bookmark: _Toc165941399]Strengths
There is a great need to enhance the level of brand recognition for Seacrest Lodges by reforming its operations. It can be executed by building an evident trust level among potential existing customers. Moreover, Seacrest Lodges can utilise the potential of coastal locations by developing attractive scenes to relax the customers with efficient market segmentation. Moreover, infrastructure needs to be overhauled by investing logical investment in accordance with the latest fashion and trends in the hospitality industry by recruiting skilled of current hotel industry knowledge. 
[bookmark: _Toc165941400]Weaknesses
The old amenities are been considered the foremost weakness which is constantly damaging the reputation of the lodges. It can be evidenced by the authentic feedback from the customers regarding the change in amenities along with catering for the feedback over negative service quality with efficient training and development sessions of staff. Moreover, the ineffective expenditure in the form of operating cost needs evident consideration because it is one of the other reasons for decreasing revenue which is further leading to a decline in potential capital and cash reserves of the business as mentioned in the financial analysis. 
[bookmark: _Toc165941401]Threats
The major threat which can be assessed from the case is the highly competitive environment in the hospitality industry which is creating constant pressure on the Seacrest Lodge to look different from others. In addition to that, the inflationary environment in the different goods developing uncertainty and economic downturn for the business which are discouraging potential consumers from spending on tourism. The economic change has caused potential damage in the form of a labour shortage which was unemployed due to the pandemic period causing various hotels to decrease their number of employees. 
[bookmark: _Toc165941402]Opportunities
The current economic and environmental situation in the UK does not include any travel restrictions which open up new opportunities for Seacrest Lodge to renew its management thoughts on coastal location which must be aligned with the preferences of the customers. Moreover, there are also significant opportunities in developing partnerships with its key competitors to change the negative profitability into positive. 
Therefore, the proposed turnaround strategy for Seacrest Lodges has been centralised with developing targeted marketing strategies with initiating a data-oriented pricing strategy which can optimise the profitability of the business by with partnering other profitable hotel organisations. Moreover, Seacrest Lodges also has need great need to perform cost analysis on segregated operational items such as hotel accessories and skilled labour with the modern hospitality training and development programs. However, there are other different options for the Seacrest Lodges in terms of changing the position of the hotel in other locations which is currently completing the modern need of the hospitality industry or developing partnerships with reputable hotel chains. 
[bookmark: _Toc165941403]Conclusion
The report has successfully created a market and financial analysis on the case of Seacrest Lodges which created serious concerns on the financial stability of the business. In accordance with the financial data provided in the case study, the business is going through a worse profitability period with a continuous decline in the revenue which is depleting the capital and cash reserves of the business. These negative financial scenarios for the Seacrest Lodges have been created because of the continuously growing competition in the hospitality industry which was favoured by the pandemic incident and the main reason for the downfall of the hotel business particularly in the years 2021 and 2022. However, there have been future opportunities detected in the market analysis which has improved chances for Seacrest to regain the positive and profitable momentum in the future with an efficient turnaround strategy. The proposed turnaround strategy presented in the report is been centralised to bring improvement in the amenities by securing the remaining capital which should be invested with cost cost-centric approach powered by the evident feedback of the customers. In addition to that, the strategy should be supported by keeping the cost-effective approach and increasing the attraction at the coastal location. 
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	2023 (GBP)
	2022(GBP)
	2021(GBP)

	Profitability Ratios
	
	
	
	
	

	Return on capital employed (%)
	Profit (before interest and tax) x 100
	
	(150000) * 100
	150000*100
	300000*100

	
	Share capital + reserves + non-current liabilities
	
	(300000+1500000)
	(580000+1500000)
	(620000+1500000)

	
	
	=
	-8.33%
	7.21%
	14.15%

	Net Income (%)
	Operating profit x 100
	
	(150000) * 100
	150000 * 100
	300000

	
	Sales revenue
	
	950000
	1100000
	1200000

	
	
	=
	-15.8%
	13.6%
	25.0%

	Sales Growth
	Current Year Sale-Previous Year Sale
	
	(950000-1100000)
	(1100000-1200000)
	

	
	Previous Year Sale
	
	1100000
	1200000
	

	
	
	=
	-13.64%
	-8.33%
	

	Profit Growth 
	Current Year Profit-Previous Year Profit
	
	(-150000-150000)
	150000-300000
	

	
	Previous Year Profit
	
	150000
	300000
	

	
	
	=
	-200%
	-50%
	




Net Income (%)	
2023 (GBP)	2022(GBP)	2021(GBP)	-0.15789473684210525	0.13636363636363635	0.25	



Return on capital employed (%)	
2023 (GBP)	2022(GBP)	2021(GBP)	-8.3333333333333329E-2	7.2115384615384609E-2	0.14150943396226415	


Growth/Decline in Revenue and Profitability

Sales Growth/Decline	
2023 (GBP)	2022(GBP)	-0.13636363636363635	-8.3333333333333329E-2	Profit Growth/Decline	
2023 (GBP)	2022(GBP)	-2	-0.5	
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