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Executive Summary 
This report has been done to look at why The Seacrest Lodge has had a decline in revenue, profitability and overall guest services and why the demand has decreased. 
There are many financial risks within the hotel industry such as market risks, operational risks and regulatory and compliance risks. However, there is also strategies to mitigate these financial risks such as insurance, diversification, financial planning and looking at operational costs. 
The Seacrest Lodge has faced substantial financial loss within the last 3 years. However, it does not necessarily mean it is facing the road to closure and that the business cannot be salvaged. Looking at the financial ratio analysis and the balance sheet and income statement the business in 2021 was still doing okay but over the following years has seen a decline in revenue and is currently in debt. In order to turn this around and bring the business back on a standpoint there are several things that can be considered such as looking at small projects for renovations to bring it out of its outdated era or maybe looking at taking out some amenities which they offer to focus on the important matters which is service quality and increased revenue. In order to this The Seacrest Lodge will have to do this without getting a bank loan etc as the lodge will be very unlikely to be offered any from the bank right now due to its financial status plus it will come with a lot of interest to pay which right now the Lodge cannot afford. So, starting off with small projects can cost less and still make an impact. 
Also looking at the target market, the location, the supply and demand of other lodges within the area can give a better idea and understanding of what guests are after. Having an appropriate market plan and strategy can increase the customer stays as well as revenue. Right now The Seacrest Lodge has competition so it is important to make the lodge visible, modern as well as unique. 
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Introduction 
This report has been done to assess if The Seacrest Lodge Hotel can be salvaged through a turnaround strategy by looking and assessing the financial data of the resort and why it has experienced a decline in revenue, occupancy rates, and customer satisfaction. By conducting a financial analysis ratio which consists of current ratio, quick ratio, debt-to-equity ratio, return on assets and return on equity is crucial as it can assess a company’s financial health and performance. There are many financial risks within the hotel industry such as market risks, operational risks and regulatory and compliance risks. However, there are strategies that can mitigate these financial risks such as insurance, diversification, financial planning and operational controls. 
By setting a budget plan will be beneficial for the resort and its future. Looking at zero-based budgeting, Incremental budgeting and the basics of budgets can put into perspective and “help hotels optimise their resources, maximise profitability, and allow for adequate allocation of funds, ensuring that resources are distributed to areas that will generate the greatest return on investment” (Yvanovich, 2023). 













Market Analysis 
According to the market analysis the coastal market is highly competitive as there are several newer, more modern resorts within the locality. Although customer preferences have shifted this is not something that cannot be amended as at first The Seacrest Lodge has been well known and was once a thriving destination point for vacationers. 
The Seacrest Lodge’s customer reviews have indicated that there is a decline in service quality and outdated amenities. So, to turn this around there are several matters in hand that can be done for the resort such as starting with a small project like renovating or discontinuing the restaurant or bar to update it and overcome the outdated amenity that customers have reviewed about. A small survey to ask customers their preferences and what they would like to see within the resort can resolve a part of this matter. 
Furthermore, by conducting a SWOT analysis can show and give a clear analysis of how the resort can rectify and look at the “strengths, weaknesses, opportunities, and threats” (Fredericks, 2023) that the resort has.  A current strength would be that the resort is still open and was once well known and thriving, it is also open in a vicinity where tourist attraction is popular and does have amenities. This gives the resort an opportunity to amend the current situation that it faces and turnaround this matter. A weakness would be that the business isn’t doing so well financially, the facilities are outdated, it has low occupancy and there are other newer modern resorts available for customers to reside in which can also be looked at as a threat as it is competition. 








Scope & Objectives 
According to the income statement below the financial statement of The Seacrest Lodge shows the revenue decline for the past 3 years and that the revenue had dropped by £250,000 in total. But the operating expenses had gone up by £200,000 within the 3 years. From 2021 to 2022 the net income had dropped by 50% which affected 2023 as there was no net income it came to minus £150,000. This shows that the financial performance and stability for the Seacrest Lodge has been very poor. Although there was no net profit the Lodge still would have to pay for expenses such as fixed and variable for example rent, insurance, hourly wages etc. The occupancy rate had also gone down to 50% in 2023 which has been a drop of 15% within the 3 years “most hotels aim for occupancy of at least 80%” (Le Bijou, 2024) and the average room rate (ARR) had dropped by £50 within three years also which is a £21,000 loss of occupancy rate in 2023 compared to 2021. 
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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%
Financial Analysis Ratios 
· Current Ratio: 1.2
· Quick Ratio: 0.03
· Debt-to-Equity Ratio: 5.16
· Return on Assets: - 8%
· Return on Equity: - 50%
“In general, a current ratio between 1.5 to 2 is considered beneficial for the business, meaning that the company has substantially more financial resources to cover its short-term debt and that it currently operates in stable financial solvency” (Cliffcore, 2021). But the Seacrest Lodge has a current ratio of 1.2 which is lower than expected for a beneficial business. For this to go up the current assets would need to increase. 
“The ratio above 1 show that a company has more short-term assets than short-term liabilities and would be solvent if forced to meet all the latter. In the hospitality industry, they include cash, accounts receivable, and inventory such as food. Short-term liabilities include wages and rented equipment” (Le Bijou, 2024). 
Currently The Seacrest Lodge has a quick ratio of 0.03 this is lower than expected for a company. “A result of 1 is considered to be the normal quick ratio. It indicates that the company is fully equipped with exactly enough assets to be instantly liquidated to pay off its current liabilities. A company that has a quick ratio of less than 1 may not be able to fully pay off its current liabilities in the short term” (Seth, 2023).
The Debt-to-Equity Ratio that The Seacrest Lodge currently has is 5.16 which “indicates excessive debt burden, potentially affecting solvency an ideal range should be between 0.5 and 1.5” (Le Bijou, 2024). 
The Return on Assets currently is -8% and “the average ROI for a hotel falls between 6-12%, varying based on factors like location, branding, amenities, and management” (Thomas, 2023). There are many factors that can contribute to the current Return of Assets such as “location, branding, amenities, management efficiency” (Thomas, 2023). The Seacrest Lodge can increase this because it is based within a location where tourist attraction is high. So, location wise it is in the right place for a hotel/ resort to be located. Another factor which can contribute to this would be “develop local partnerships and provide guest experience because focusing on delivering exceptional customer service, maintaining clean and comfortable rooms, and offering amenities that cater to the needs and preferences of the target audience can increase revenue as well as brand image” (Thomas, 2023). Therefore, the supply and demand will increase. 
Return on Equity is currently at -50% for The Seacrest Lodge and the “average ROE for hotels typically falls between 6% and 12%. Although this varies depending on circumstances of each hotel” (Thomas, 2023). 
The main reasons of decline in profitability within The Seacrest Lodge would be that there’s more competition with newer more modern resorts, customer preference has shifted, declining service quality and outdated amenities. Although those are the reasons however within 2023 and currently there have been several worldwide events/issues and the current economy that is affecting and has affected the hotel industry massively. Due to inflation and rising costs of food, utility prices etc its “impacting hotel operations and profitability and hoteliers are having to navigate price fluctuations and manage their expenses effectively” (Bronette, 2023).  
“Michael Kovacs of the real estate investors Castleforge, which owns hotels in Bath, Cardiff and Edinburgh and serviced offices around the country, said energy and wage inflation were his two biggest concerns and these would not affect all businesses equally” (Butler, 2022). But for a hotel who is already experiencing financial downfall like The Seacrest Lodge energy and wage inflation is also an issue for concern. With the cost of living crisis affecting everyone and the UK officially being in recession its hard for people to go out and spend as well so appropriate measures need to be taken into consideration when attracting guests and approaching at the right target audience/ market. 


Conclusion  
To conclude this report “regardless of the operation model chosen, having a strong marketing and branding strategy is crucial for a hotel’s profitability. A well-executed marketing plan can attract more guests, increase occupancy rates, and generate higher average daily rates. It helps create brand awareness and differentiate the hotel from its competitors” (Thomas, 2023). Furthermore, having a risk management plan can help identify risks, assess and quantify the risk, defining strategies to manage risks also. By implementing a strategy, it can help to manage the risk and by monitoring effectiveness of the strategy and by looking at the types of financial risks such as market risks, operational risks, regulatory risks and finding effective strategies to mitigate those risks. 
In order to achieve the optimal revenue, it is essential to manage revenue effectively. Looking at pricing strategies, the key performance indicators (KPI’s) can help manage the hotels revenue and look at overall performance. Finding the right target market can boost revenue, sales, brand name as well as bring in customers from the desired target market. For example, The Seacrest Lodge is located within a vicinity where tourist attraction is popular. It is based in a picturesque coastline where families love to reside with their children and loved ones etc. So, targeting those type of customers even couples, friends would benefit the hotel as it will bring in guests as well as revenue. 
By looking at the financial analysis and data The Seacrest Lodge needs to consider making some major changes to build the hotel up financially in order for it to be successful again as it once was. Currently there has been no revenue and no recovery over the years. This is due to the declining service quality, having competition because newer, modern hotels reside now in the area and the outdated amenities it currently has to offer. 



Recommendations 
In order for The Seacrest Lodge to turn this around the lodge can look at ways to once again bring back its business to the way it was to start with. By keeping the rooms as it is maybe just doing little touch ups like redecorating which should not cost too much and make it a bit more updated can give the rooms a more of a newer, fresher look which can make the guests feel like it has been more modernised and is being looked after. Also, by making small updates and renovation within the restaurant and maybe updating the menu and beverages can give the customers the satisfaction of having a more updated restaurant within the lodge. Also, rather than having a separate bar, the beverages could be included within the restaurant which will reduce some costs relating to the bar and it will reduce costs on one amenity. Most importantly looking at service quality and looking at factors that need improving and managing that can improve guest satisfaction and customer service quality to once regain and attract those customers to The Seacrest Lodge. 
At the moment, The Seacrest Lodge with its financial stage cannot afford to get out a bank loan etc as it will just add more costs for the business to pay out which right now is not something the lodge can afford as it is already high in debt. So looking at the current costs it is advisable for the lodge to make some amendments to the business which will hopefully give the turnover that is expected. Even by doing market research and taking small surveys can improve the quality and guest services of a hotel as it is the direct approach for a business to get feedback from its customers. 
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Income Statement (in GBP)

Item 2021 2022 2023
Revenue £1,200,000 £1,100,000 £950,000
Operating Expenses £900,000 £950,000 £1,100,000
Net Income £300,000 £150,000 -£150,000
Balance Sheet (in GBP)
Asset/Liability 2021 2022 2023
Cash and Equivalents £100,000 £80,000 £20,000
Accounts Receivable £50,000 £40,000 £30,000
Property and Equipment £2,000,000 £2,000,000 £1,800,000
Total Assets £2,150,000 £2,120,000 £1,850,000
Accounts Payable £30,000 £40,000 £50,000
Long-term Debt £1,500,000 £1,500,000 £1,500,000
Total Liabilities £1,530,000 £1,540,000 £1,550,000

Equity £620,000 £580,000 £300,000





