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[bookmark: _Toc159687101]Executive Summary
Financial Management in the hospitality industry can reflect the necessity of critical understanding and analysing the financial performance of the hotel or firm. With a proper assessment, a single business can forecast or formulate a strategy to stand against the growing competition in any industry. The report has shown the critical assessment of the Seacrest Lodge, which faced some major operational issues, resulting in financial distress. Some significant issues include high market competition, shifts in customer preferences and poor financial management. However, well-detailed recommendations and a thorough review of the hotel's financial data and risk management can help it attain its core objectives.
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[bookmark: _Toc159687102]Introduction
[bookmark: _Toc159687103]Assessment of any financial management is required to understand what a firm can capitalise on and what it can witness in an adverse condition. A firm is subject to various financial and economic events influencing its decision-making capacities and orientation. In real-world scenarios, management needs to evaluate each emerging and existing condition that a business witnesses in its operational areas (Drury, 2021). This report aims to develop a critical understanding of the principles of Financial Management, concepts, and applications within the hotel industry by considering the practical setting. Here, the case of Seacrest Lodge is considered to give some critical case evaluations based on specific areas. Seacrest Lodge, known for its luxury and relaxation facilities, is a resort along with a picturesque coastline. As mentioned in the case, the hotel is witnessing some financial troubles, as its revenue is declining, along with a downward trend in occupancy rates and customer satisfaction. This case assessment report aims to dissect the Seacrest Lodge’s challenges and tailor a viable roadmap towards its growth. As the concern from the management deepens over its future viability, this report focuses on unravelling the complex structure of attributes associated with such a downturn. Through a critical analysis of financial performance, market dynamics, global events and operational inefficiencies, the report will highlight the significant causes of financial distress and operational gaps (Seal, 2019). Thus, the primary objective of this report is to provide a comprehensive turnaround strategy that can facilitate Seacrest Lodge’s financial condition and reposition its status among customers while assessing the existing condition. Top of Form


Market Analysis
In doing market analysis, a firm needs to consider the competitive landscape in the market, how competitors manage their businesses, and what influences customer preferences. In doing so, it can have a concrete view of what market it aims to operate. Considering the proximity to the coastline, The Seacrest Lodge is known for its service to vacationers who desire tranquillity and luxury. However, in recent years, the hotel has witnessed a gradual decline in its operations that can be influenced by various market dynamics and changing consumer preferences. A few attributes are mentioned below.
Competitive Landscape: Competitors of this Lodge include Lochside Hotel, Albion Hotel, Pine Lodge Hotel, etc. Due to the recent integration of several advanced and tech-driven resorts around Seacrest Lodge, the seaside vacation spot market has become more competitive. These competitors’ advanced resort architecture and customer services and facilities can undermine Seacrest’s presence in customers’ minds (Walker, 2021). These hotels implement guerrilla marketing to attract guests and boost market competition. "guerrilla marketing" refers to advertising that employs surprise and pleasure elements to draw in consumers (Bojanic and Reid, 2017).
Shifts in Customer Preferences: The shift in customer preferences can be another reason that can pose an adverse condition for Seacrest Lodge. Many tourists want distinctive and personalised experiences while desiring convenience and connectivity. Personalisation helps businesses to advance their relationships with their customers. The following figure represents it:
[image: Personalization Trends - 7 Tips to Make Your Customers Feel Valued]
[bookmark: _Toc159686880]Figure 1:Pesonalisation impact on customers' relationship
Source: (Hyperise, 2020)
 61% of businesspeople thought that personalisation has a great connection with advancing customer relationships. In the service sector, customer relationships have a significant role because one customer brings another customer. Seacrest has always been a great spot to escape, but its amenities and services need to meet the current needs of those guests and travellers. Customers now have more information and options due to the inclusion of online-based travel platforms. This means hospitality businesses need to adapt and distinguish their operations to succeed.
Analysis of Customer Reviews: A key pattern of a firm’s operational overview can emerge from a deeper customer feedback analysis. Here, it suggests that the service quality of Seacrest Lodge has declined, and certain areas need to be updated. Its customer complaints include room cleanliness, staff attention and value for service and money. Negative feedback hurts its image and bars guests and tourists from visiting the hotel (Wild, 2018). To regain customer trust, these concerns must be prioritised, as many competitors aim to consider customers' feedback with higher priority.
[bookmark: _Toc159687104]
Scope and Objectives of Financial Management of Seacrest Lodge
As mentioned, Seacrest Lodge has some competitive advantages based on its proximity to the coastal line and nature. However, its revenue, hotel occupancy rates and customer satisfaction have given a pessimistic view in recent years, posing concerns about its future profitability. Three significant objectives can guide the assessment. The first objective is to assess the financial performance of Seacrest Lodge based on the previous three years. In assessing the objective, a thorough view of the financial statements from 2021 to 2023 has been conducted to demonstrate what areas strongly influenced its performance. Revenue, operating expenses, net income, cash flow, and asset/liability patterns were analysed to better understand Seacrest’s financial situation and identify any underlying issues causing its decline (Chenhall and Moers, 2015). In the second objective, the assessment identifies the key internal and external variables causing profitability to begin. This requires thorough market research of the competition environment, customer preferences, and customer feedback and reviews. The part includes the evaluation of economic trends, regulatory changes and other significant events that may have affected the hotel’s performance within the given timeline. The third objective considers the turnaround strategy to maximise the hotel’s financial outcomes to assure its long-term viability and profitability (Atrill and McLaney, 2021). Seacrest Lodge can overcome its current issues and attain its desired financial growth if the required measures are implemented. 
[bookmark: _Toc159687105]
Financial Performance Analysis
In analysing Seacrest Lodge's financial statement, the insights are related to its current and prospective financial conditions. The assessment has identified trends and patterns causing the hotel’s current problems by investigating the income statement, balance sheet and crucial financial ratios. The income statement shows that the hotel’s revenue dropped from £1,200,000 in 2021 to £950,000 in 2023. This drop shows a downward trend, a 21% decrease in revenue compared to the previous year (2021). Net income declines caused the hotel to lose £ 150,000 in 2023, down from £ 300,000 in 2021, amounting to a 50% decline compared to the previous year. The substantial decline in revenue and net income has raised concerns about the hotel’s capacity to maintain operations, meet its financial responsibilities and ensure profitability (Feng and Wang, 2016). 
[bookmark: _Toc159686905]Table 1: Ratio Analysis
	Ratio
	2021
	2022
	2023

	Current ratio
	5
	3
	1

	Quick Ratio
	5
	3
	1

	Profit Margin Ratio
	25%
	14%
	-16%


Source: (Self-Made)
From the above table, the hotel’s financial performance kept declining, as its net income in 2023 reported a negative figure, which means a loss for the hotel, and the current ratio showed not a perfect condition to pose the efficient usage of assets. Since cash and equivalents, accounts receivable, and property and equipment have declined over the past three years, the balance sheet shows deep concern about the financial viability of the hotel, posing a severe concern against its claim against assets. In terms of cash and equivalents, it fell from £100,000 in 2021 to £20,000 in 2023. Based on year-to-year analysis, the firm has witnessed a 20% decrease in liquidity, which can be an issue in managing the hotel’s working capital and short-term debt obligations. Property and equipment values have dropped from £2 million, which remained the same in 2022, to £1.8 million, suggesting depreciation or impairment. Some financial ratios underscore Seacrest’s present condition (Santis et al., 2016). The Average Room Rate (ARR) has steadily drop from £260 in 2021 to £210 in 2023. This indicates that the revenue from accommodation has decreased. In this case, it can be assumed that the price strategy taken by the competitors, demographic attributes, and consumer preference may strongly influence such financial indicators. The Occupancy Rate dropped from 65% in 2021 to 50% in 2023, showing more concerns related to its underutilisation of capacity and inefficiency in revenue generation. Top of Form
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Critical Reasons Behind Decline at Seacrest Lodge
Based on the assessment of the financial statements of the Seacrest Lodge, some critical understanding of what might have caused such conditions can be drawn. First, the hotel operates in a highly competitive market. Being in a seaside area with many new and contemporary resorts, Seacrest has been witnessing high competition to attract and retain guests. Many consumers looking for a reasonable but luxurious coastal vacation will be interested in updated and modern hotels, as they provide modern facilities, attractive rooms, and more service options.
Second, the changing nature of customers can strongly connect with the hotel's problems. As guests and travellers become more aware of options and desire experiences that match their changing interests and ambitions, hotels have been trying to incorporate those needs into their offerings. However, hotels like the Seacrest Lodge have needed help meeting those expectations, causing operational burdens. The hotel's low service quality and outdated amenities can highlight the mismatch between customer expectations and the packages. Such disparities in customer satisfaction have hurt Seacrest’s reputation and allowed its competitors to capitalise on its loss (Campos et al., 2022). 
Additionally, economic fluctuations have impacted the hotel’s financial performance. Spending patterns in vacations and travelling can be affected by several external factors, including the global economic recession, health crises and natural calamities. These issues may immediately affect revenue flow and threaten financial viability. Due to poor economic conditions around the globe, the hotel could not get the desired level of guests, which caused its revenue model to drop. Finally, internal operational inefficiencies and cost structures have worsened its financial distress. The hotel has earned enough from its operations, yet rising operating costs have diminished its profitability. The inability to control expenses and lack of revenue growth have caused a prolonged drop in its financial performance (Kim et al., 2017).
[bookmark: _Toc159687107]
Development of Turnaround Strategy for Seacrest Lodge
Based on the analysis, it is evident that the hotel needs some significant changes in its operations. Thus, a strategy associated with risk management is required to secure a better position in the market (CFI Team, 2023). In the following, this has been formulated.
[image: ]
[bookmark: _Toc159686881]Figure 2: Risk Management Cycle
Source: (CFI Team, 2023)
· Enhancing Service Quality and Amenities: The Seacrest Lodge needs to conduct a thorough assessment of customer feedback and complaints to identify areas for improvement. Later, it needs to invest in employee training programs to enhance service delivery and create better guest experiences. Its current amenities and room and premise facilities must be upgraded to meet desired standards and align with customer preferences. The reason behind this suggestion is that the hotel is losing its customers. Some issues related to its service quality can cause low room booking and profits (Walker, 2021). This operational risk can be a big issue in maintaining stable growth in the market. 	 
·  Managing Legal Obligations: Notably, regulatory and compliance risks can be a vital area that can affect the whole hotel industry. Seacrest needs to be careful about the changes in the legal settings. To manage such risks, the hotel can take advice from lawyers and proactively take actions to meet compliances, ranging from operational to financial. 
· Pricing and Revenue Management: Seacrest must implement dynamic pricing strategies based on demand fluctuations and market trends to optimise revenue generation. It can also introduce promotional packages and loyalty programs to incentivise frequent visits and increase customer retention. The inclusion of analytical tools can be used to set dynamic pricing and better revenue sources (Drury, 2021).
· Operational Efficiency Improvements: To enhance operational efficiency and customer convenience, the hotel can implement better workflows and invest in technology solutions, such as property management systems (PMS) and online booking platforms. A smooth supply chain management process is required to balance the existing cost structure and optimise and utilise the resource capacity (Seal, 2019). This is important, as many hotels are focusing on tech-driven solutions. The technological risk can disrupt any conventional way of doing business. This can pose more severe risks for the hotel if it does not invest in tech-driven solutions. To mitigate this operational disruption, the hotel can consult with expertise to ensure better tech-driven transition and operational efficiency.
[bookmark: _Toc159687108]


Conclusion 
Financial Management in the hospitality industry can demonstrate the necessity of sound financial performance. Without a proper assessment, no firm can project or formulate a strategy to stand firm in any industry. The assessment found that the Seacrest Lodge has major operational issues. These include high market competition, shifts in customer preferences and poor financial performance. However, a well-detailed turnaround strategy and a thorough review of the hotel’s financial data and market-driven policy implementation can help the hotel get the desired outcome. To reposition its status at the top and ensure its long-term financial viability, the Seacrest Lodge should prioritise improving its services, updating its facilities, and implementing cost-effective measures in its operations. Thus, proactive implementation and market adaptation can be a turnaround strategy towards success.
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