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[bookmark: _Toc159428215]Executive Summary
This study is based on the financial analysis of the Seacrest Lodge which is located at a very scenic view of the seaside. Despite of having a good location hotels face a lot of issues among which a decline in business revenue is on the top, apart from this there is also a decline in occupancy rate associated with the revenue and profitability of the business. From the financial analysis it has been observed that the decline in business revenue is due to the increase in operational cost, diminishing of cash reserves, reduction in the assets values and increasing ratio of debt are the main reasons for poor business performance. While overviewing the said issues, hotel management still has room to improve by revising its pricing strategy, proper staff training, and adoption digital and modern elements for business expansion which increase its profitability. Moreover, the hotel management needs to work on client satisfaction by reshaping the client retention strategy from this there will be a significant impact on the business and it will further improve. 


[bookmark: _Toc159428216]Introduction 
Due to its seaside location, the Seacrest Lodge is a haven for travellers seeking luxury, tranquillity, and ocean views. The hotel's event facilities, lively restaurant, dynamic bar and big and friendly rooms all increased guest numbers. Recent years have seen a decline, affecting its position. Based on the provided information key purpose of this study is to evaluate the Seacrest Lodge's current state and market environment which are the core factors which contribute to declining revenue, customer satisfaction and occupancy rates. In this regard a comprehensive financial performance analysis has been conducted below that helps in identifying the core reasons for said issues and in light of this also assists in formulating the organisation strategy to increase the overall performance of the selected company. After assessing potential concerns, our research will examine The Seacrest Lodge's finances and propose improvements (Zhang et al., 2021). This ruling is crucial to the resort's existence. Lower occupancy, income, and customer satisfaction threaten the business. The financial performance of The Seacrest Lodge over the past three years will be examined. Financial data like income statements and balance sheets are analysed to find underlying trends, potential issues, and the fall's cause. Critical signals may reveal the lodge's financial position. Such variables include average room costs and occupancy (Vogel, 2021). The Seacrest Lodge's financial recovery and coastal market competitiveness are secondary aims to attract tourists. Using market research and visitor preferences, we aim to improve services, upgrade facilities, optimise operations, and market the lodge as a smart vacation destination. After receiving these results, The Seacrest Lodge may address its challenges, create a recovery plan, and start a new chapter. We will plan and persevere to assist The Seacrest Lodge reach its full potential and succeed in the long run.
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Seacrest Lodge competes with luxury resorts and beach inns. This beautiful seaside hideaway attracts visitors seeking peaceful beaches and sunny waterways. The Seacrest Lodge has competed with more expensive seaside hotels for market dominance in recent years. With cutting-edge amenities, appealing design, and sophisticated advertising, these contemporary resorts attract discerning guests (Kim et al., 2021). In today's technologically advanced world, where registration systems and social media influencers shape guest expectations, established businesses like The Seacrest Lodge must adapt swiftly to stay competitive. Coastal markets show customer choices evolving. Modern guests want personalised treatment. Gastronomy, health, cultural, and eco-friendly travel are becoming more popular among savvy tourists.  Environmentally aware tourists are actively seeking eco-friendly hotels, increasing the demand for sustainable practices and great experiences. Unfortunately, recent consumer feedback paints a disturbing image of The Seacrest Lodge. The few activities, delayed responses, and poor service have disappointed guests. Furniture, appliances, and infrastructure require updating, according to reviews. The Seacrest Lodge must seek help and rectify these deficiencies to regain market share in this competitive and reputation-driven business. Visitors will be happy and loyal to a resort that prioritises customer satisfaction and modernism.
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	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



Over the past three years, Seacrest Lodge's revenue and profitability have declined, raising concerns about its financial health. In addition to finding the causes of the revenue drop from £1.2 million in 2021 to £950,000 in 2023, effective and efficient solutions are needed. The study identifies many suspects, supporting hotel industry theories and models. Porter's Five Forces hypothesis blames increased competition. The proliferation of newer, more modern resorts nearby likely hurt Seacrest Lodge's market share and revenue by forcing customers to visit them. This matches the Lodge's customer satisfaction reduction, which may be due to a mismatch between its products and services and customers' changing tastes. Due to SWOT and PESTEL shifts, ongoing modification is necessary to stay relevant (Bux et al., 2022). As mentioned, economic recessions and global events may have reduced travel demand, affecting revenue and occupancy rates.
Declining revenues and increased operating expenses exacerbate matters. Operational inefficiencies, inflation, and rising pricing may contribute. Cost management theories like CVP and ABC help find cost reduction and operations improvements. Seacrest Lodge needs a thorough turnaround plan that includes revenue creation and expense optimization to succeed. The Lodge's revenue may ultimately benefit from investments in restorations and additions that boost its appeal and competitiveness, which is consistent with Michael Porter's differentiation approach. Strategic partnerships with local attractions and businesses and targeted marketing can help you expand and attract new clients. To gain customers and improve the business there is a need to introduce a loyalty program and also launch digital marketing (Saleh et al., 2023. Cost optimization is another technique that mostly applies to the operating expense to find a better solution for cost-cutting. For this stance, there is a need to renegotiate supplies, and apply energy-saving measures to cut down the cost (Mitrović et al., 2021). Moreover, property management and revenue management applications are the plus points for the company to decline the operational costs and improve the overall performance. 
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	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




The Seacrest Lodge balance sheet shows its three-year financial health and performance. Use established financial analysis models and ideas to comprehend the lodge's difficulties and solutions.
Poor cash reserves from £100,000 in 2021 to £20,000 in 2023 are a serious worry. 
Seacrest Lodge's balance sheet shows imminent risks that must be addressed. Concerns have been raised concerning liquidity, which is essential to an institution's long-term survival. A declining liquidity ratio suggests cash flow challenges and trouble meeting urgent financial obligations. This fits with liquidity risk, which stresses having enough cash to endure financial disasters (Temelkov, 2022). Reduced accounts receivable may raise worries about revenue or customer creditworthiness. Late payments, credit sales declines, or both may explain this. A lower accounts receivable turnover ratio extends collection time. This impacts working capital and cash flow. Applying stricter credit criteria and monitoring customer credit can boost cash flow and minimize bad debts.
Since property and equipment depreciate, capital allocation and asset management have been questioned. Asset write-downs, technological obsolescence, and deterioration may cause this. A lower asset turnover ratio indicates lower lodging revenue per asset unit. This may imply underuse or the need for reinvestment to maintain a competitive edge (Palepu et al., 2020). Long-term profitability and asset utilization optimization need deliberate maintenance and upgrade efforts in addition to periodic asset assessments. Accounts payable increases may delay creditor payments, affecting working capital management of liabilities. The rising accounts payable turnover percentage may lengthen the payment cycle, straining supplier relationships and credit conditions. Effective cash management and supplier payment agreements increase working capital and financial flexibility (Anđelković, 2020).
Maintaining long-term debt shows financial discipline, but it can be harmful. This loan requires principal and interest payments, which may affect cash flow and profitability. High debt-to-equity ratios suggest financial risk and interest liabilities due to debt dependency. Maintaining a healthy capital structure and considering debt refinancing or repayment schedule optimization can minimize interest payments and ensure financial stability. 
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· Average Room Rate (ARR):
· 2021: £260
· 2022: £240
· 2023: £210

· Occupancy Rate:
· 2021: 65%
· 2022: 60%
· 2023: 50%


The average accommodation rate (ARR) has plummeted in the past three years. In 2021, it was £260; by 2022, £240; and by 2023, £210. Increased competition, changing visitor tastes, or planned pricing rises to boost revenue due to low occupancy rates may explain this trend. Tourist occupancy rates, which are the percentage of hotel nights occupied, are dropping. As 2021 approached, occupancy stayed at 65%. However, it dropped rapidly to 60% in 2022 and 50% in 2023. This reduction may be due to increasing competition, travel patterns, economic recession, or tourists staying elsewhere. ARR and occupancy rates affect The Seacrest Lodge's income and profitability (Santoso and Supatmi, 2021). ARR grows proportionally to room income every available night. Seacrest Lodge has excellent financial discipline and debt control despite its lengthy history of debt. This beach resort's success rests on its ability to make strategic improvements and monitor guest satisfaction in a changing market. This commitment involves principle and interest repayment, which may influence the lodge's cash flow and profitability. Financial health and operational efficiency: The Seacrest Lodge has reduced cash, accounts receivable, and property and equipment during the past three years. These trends generate financial and operational difficulties. The lodge's capacity to satisfy obligations and capitalise on expansion prospects may be limited by low financial reserves. The diminishing value of property and equipment emphasises the need for capital renovations and infrastructure to stay competitive and offer outstanding tourism experiences (Suwantari et al., 2020).
Effective cash flow management matters. Declining credit sales or delayed client payments (e.g., accounts receivable) may indicate financial or creditworthiness concerns. The lodge should assess credit criteria, invoicing, and collection to maximise cash flow and reduce bad debt. Balancing Occupancy and ADR: ADR affects revenue directly. Greater ADRs improve income, but they must match market circumstances and demand elasticity. Price must balance ADR and occupancy for profit. The Seacrest Lodge must cut costs, maintain occupancy, and boost income to succeed. Income, capacity, and operating costs are reduced by low occupancy. The lodge must carefully manage occupancy and ADR to increase revenue.
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Seacrest Hotel facing an urgent operating challenge from the above analysis and other relevant information it has been viewed that the occupancy rate is drastically down and negatively impacts the hotel revenue due to its pricing strategy that does not seem efficient as per the criteria and demand of the client. This issue can be resolved by rescheduling the price of a room that attracts the client and would improve the hotel business. For formulating a strong pricing strategy, the management needs to have sound information about industry trends and client preferences which is lagging in this organisation (Kahveci, 2023).  
Hence, it has also been evaluated that rising operational costs are one of the biggest issues for hotel management that leads to a decline in business revenue. If this trend continuously follows then it further negatively impacts on business and leads to an increase in the debt ratio. There is a need to revolutionize the business strategy in line with the risk management system and to adopt an updated reservation system, promote with digital elements and update with the latest market trends and customer preferences etc. The Seacrest Hotel can weather the storm and look forward to a better future because it effectively navigates the evolving hospitality business and takes proactive risk management measures (Khatter et al., 2021).
The Seacrest Hotel's productivity dropped for several reasons. The hotel's financial health has declined in recent years due to a drop in Average Room Rates (ARR) and Occupancy Rates. Pricing and demand concerns can lower average room rates (ARR) while falling occupancy rates signal trouble recruiting and retaining visitors. Increased operational expenses, especially given decreased income, also reduce profitability. Due to labour, material, marketing and operational changes, the hotel is predicted to lose money in 2023. Thus, hotel earnings have fallen. (Krisnawati et al., 2021). The Seacrest Hotel's financial success has been affected by internal and external factors, including the economy. Consumer spending and travel patterns have changed, hurting the hotel's revenue. These fluctuations are caused by economic downturns, geopolitical crises, and consumer behaviour. Modern and luxurious hotels also boost beach competition. Consequently, The Seacrest Hotel has gotten extensive publicity. In a competitive sector, meeting clients' growing wants and establishing a unique market position is essential (Prasetia et al., 2020). Travel restrictions and the COVID-19 pandemic have slowed the hotel industry, complicating matters. 
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To properly address the Seacrest Hotel's existing issues, a comprehensive strategy must be implemented that prioritizes revenue growth, operational efficiency improvement, and market competitiveness development. This plan will involve numerous key initiatives to reduce risks and seize opportunities. In reaction to lower average room rates (ARR) and occupancy rates, the hotel should use dynamic pricing and targeted marketing (Hayes et al., 2021). The hotel can optimize revenue per available room (RevPAR) by adjusting room rates to demand and customer preferences. This boosts hotel room revenue. Investments in customer relationship management (CRM) systems and tailored marketing may enhance occupancy rates over time. These techniques are effective because hotels with dynamic pricing and focused marketing have increased revenue and occupancy (Guillet and Chu, 2021).
To reduce the risk of rising operating costs, the hotel should conduct a thorough spending analysis to identify cost-cutting and efficiency opportunities. Supplier contract renegotiations, labour management improvements, and energy-efficient technology investments can reduce utility costs. Process optimization and lean management can streamline processes and reduce waste, saving money over time (Zhang et al., 2021). These cost-cutting efforts can boost the hotel's profitability and financial stability, thus supporting them is appropriate. The hotel should also implement proactive risk management to reduce revenue loss from external events. Consumer spending has changed due to COVID-19 and other variables. Spa treatments, leisure activities, and event organizing must be added to revenue streams to achieve this. Developing an intuitive and user-friendly online booking system can also improve client experience and streamline reservations. Strategic investments must lessen dependency on traditional revenue streams and adapt to changing market conditions to survive.
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From the above study analysis of The Seacrest Lodge's situation they have generated important results. Over the last three years, the resort's revenue, occupancy, and profitability have all fallen. Rising operating expenses, shifting consumer preferences, and competition are all contributing factors. Declining ARR and occupancy rates jeopardise the lodge's pricing and demand management. Rising costs have strained the lodge's finances, resulting in a 2023 deficit. Travel restrictions and the COVID-19 pandemic have harmed the tourism industry, changing visitor patterns and reducing revenues. Despite its limitations, The Seacrest Lodge may be able to enhance its image and profitability. Strategic measures to enhance service, recruit clients, save expenses, and form alliances can help.
After reviewing the evaluation results, the owner is receiving recommendations for The Seacrest Lodge's future. By investing in facilities and high-quality services, the resort may differentiate itself in a competitive market and increase tourist satisfaction. Strategic collaborations and digital platforms can help the resort grow its clientele and brand. Reduce expenditures and enhance operational efficiency to lower costs while increasing profitability and financial sustainability. Strategic alliances or collaborations can improve the lodge's value proposition and product offers, increasing its fun and relaxation appeal. These strategies, together with an innovation- and growth-focused mindset, might help The Seacrest Lodge overcome obstacles, grasp opportunities, and prosper in the highly competitive coastal business.
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