Financial Management for the Hotel Industry

REPORT CASE STUDY: THE SEACREST LODGE
Financial Management for the Hotel Industry BMIH5007                             Lecturer: Tristan Hawkins



Executive summary
An effective exploration within the below report has been focused on where the thorough analysis of the financial activities of a particular hotel business named Crest Lodge has borrowed. By using the data which are added within the statement of the income balance sheet, there is identification of various costs, liabilities, as well as assets of the entity, has been addressed. However, the analysis has been made for three consecutive years, which are 2021, 2022 as well as 2023. Based on the tragic outcome, profitability enhancement as well as repetition of the company development is required, for which there are different types of turnaround strategies have been provided for the short term and long term.
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The process of financial management particularly refers to an organic method in which businesses mainly carry out all types of finance-related activities of a business. This includes planning, organising, controlling as well controlling. Hence, some critical evaluation will be made in this below report for the Seacrest Lodge with the aim of assessing the way this specific business is performing in its financial years. Now, for the sake of conducting the analysis, it will go through the accounting reports for the last three years 2021, 2022 as well as 2023. The discussion of some turnaround strategies for the mentioned will also be mentioned to help it in restoring its financial health. 
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Income statement:
The statement of the income report basically falls under the category of three major statements of finances which a business utilises to detect the income followed by expenses it has made during the time of its accounting period. The income report of Seacrest Lodge was presented for the specific years 2021, and 2022 as well as 2023 in which the downfall in the net earnings has been detected (Drury, 2021). Revenue is the key factor for a business which is also considered as the number of sales a business has made. Here, the revenue of the mentioned hotel was identified as £1,200,000 in the first year which has decreased to £950,000 in 2023. However, the operating expenditure has increased throughout the years. In 2021 it has used £900,000 of money to conduct its business operations which increased by £50,000 per year and in 2023 it has used £1,100,000. Net income which was initiated in 2021 was £300,000 which was reduced tragically and the outcome turned to a negative factor as -£150,000. 
Balance sheet:
The data related to the mentioned entity’s overall assets, equity, cash in hand as well as liabilities can be determined by using the balance sheet’s information. The highest reduction in the specific business’s cash and cash equivalent can be located in 2023 as £20,000 which has been determined as £100,000 in 2021 (Seal, 2019). However, the mentioned business has also faced issues for which the value of the company’s assets has been reduced to £1,850,000 in 2023 which was £2,150,000 in 2021. Both the factors of accounts payable as well as accounts receivable have increased and decreased in the last year. In 2023 the value of payable which the mentioned entity is required to pay is around £50,000 which has increased by £20,000 while checking the year 2021. Furthermore, equity is a core factor of a business which reduced to an uncertain manner in 2023 to £300,000. This time more than, 50 % of the equity has been given up by Seacrest Lodge. 
Average Room Rate and Occupancy Rate:
The percentage of the hotel’s room occupancy along with the number or rate of rooms that Seacrest Lodge has is one of the key factors to determine. Therefore, based on the given information of ARR for the three mentioned years it has been critically elaborated as £260, £240 and lastly £210 for the final year (Walker, 2021). Again, the fall within the average rate of the specific business's room is reduced. Moving ahead, the rate of occupancy which is usually refers to the actual amount of percentage of occupation in the property of a hotel on the basis of a specific period of time. Since the profitability value of the mentioned hotel has fallen in 2023 it directly impacted the occupancy rate. Now, for all the years the gradual fall in the rate can be seen, in 2021 to 2023 there is a 5 % fall in the rates. In 2021 it was ascertained as 65 % which decreased to 50 % in the last year (Atrill and McLaney, 2021).
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Decline in sales:
The major reason why the process of profit earning of the particular hotel business is hampered is the loss of sales. The amount of income which has been generated was reduced because the entity was focused on spending more on expenses. Apart from this, the rates of booking were also decreased as the customers were not satisfied by the services which the mentioned hotel business was providing  (Lacalle, 2023). The techniques of managing the revenue, cross-selling as well as upselling, customer loyalty including digital marketing. 
Higher level of a competitive market:
The competition level within the marketplace of the UK's hotel industry is constantly increasing as new businesses are coming onto the scene by providing suitable services to their customers as per their preferences. There are both types of hotel businesses which include international as well as domestic. At the current situation, the overall size of the hotel market is estimated to be 16.42 billion pounds in 2022 which has touched the mark of 19.76 billion in 2023. Now, the highly competitive as well as dynamic market has hindered the process of teamwork along collaboration in the specific business. As a result of the lack of focus, and cooperation among the employees of the entity they have struggled to stay motivated and engaged to the employees in the company's activity which resulted in the loss of sales (ihcshotelconsulting, 2024). 
Shifts within the preferences of the customers:
The changes or shifts in the choices of the customers are also one of the key reasons that have hindered the revenue earning of Seacrest Lodge. People are becoming more fond of the factor of quality service in budget prices. Hence, individuals have found it more convenient to use the online process for the sake of booking tickets. Therefore, due to the lack of usage of technology in the operational process of Seacrest Lodge, the particular entity has struggled to serve good quality experiences to its customers (Lacalle, 2021). Furthermore, on the basis of the study it has been critically identified that around 27 % of British individuals are presented who prioritise the actual design of the hotel which basically helps in enhancing the quality of sleep. Here, again the specific business has put a lack of focus on its hotel and room design which has shifted the tastes of its customers. 
Outdated amenities as well as service quality:
The outdated amenities are one of the major reasons which have turned off the preferences of the consumers of the specific business. For example, the particular hotel uses outdated or old-fashioned TV, AC, the slow connectivity of the internet as well as the process of providing services. Some of the decoration amenities also are old fashioned. As a result, the customers have lost their interest as there were many other hotels that have come into the scenario that provide exceptional services at comparatively cheap prices. Moreover, the requirement of modern amenities can be demanded by some consumers as they increase convenience as well as comfort (prnewswire, 2010).
Fluctuation in the economic condition:
Economic fluctuation is also a major reason for the increase in the expenses of the particular hotel has been seen. The rate of inflation reached 11 % in October 2022 October. As a result, the prices of commodities as well as services have increased. This has forced the specific hotel business to increase its expenses. However, the rise of inflation has also directly impacted the power of expenditures of the consumers which reduced the occupancy rate of Seacrest Lodge in 2023 to 50 %. Here, for the sake of covering up the loss Seacrest Lodge has also sold some of their equity for which their rate of ARR has fallen to £210 in the final year (Jagels, 2007).  
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Stating the short-term strategies:
Financial restructuring:
Financial restructuring is considered one of the most effective measures of turnaround strategy which could be used by the specific hotel company in order to rebuild its reputation as one of the premier locations for vacation. In this process, the entity is required to take action in order to drastically change its operational as well as financial features which are known as restructuring. This includes modifying the operations, and debt as well as structuring the entity for the sake of limiting the finance-related harm which is going to be done by the particular company in 6 months (business jargons, 2024).
Cost efficiency:
The measures related to the cost efficiency factor will also be implemented by the actual company in order to eliminate the extra expenses. Therefore, through this strategy, the entity will be able to gather detailed ideas regarding the way it can decrease the cost of its services or even conduct business operations without making any kind of compromise in service quality (Tranter et al., 2014).
Refocusing strategy:
Implementation of the particular strategy of refocusing is mainly showcasing the aim of the specific business to revive their profitability percentage, as well as enhancing their repetition on the brand who stopped. Therefore, in order to do that, the entity is required to streamline its operations, fostering better customer-centric approaches, and optimising. Now on the basis of the terminal strategy, it will be beneficial for the specific business to develop marketing initiatives as well as quality improvements (corporatefinanceinstitute, 2024)
.
Increase sales:
Apparently, in order to boost the cells of the particular business as well as rejuvenate its brand standing and profitability, the development of a targeted turnaround strategy is one of the most essential factors. Hence, the implementation of dynamic models of pricing, strategic partnerships as well as personalized campaigns of marketing will allow the particular entity to drive its revenue growth. Increasing the experiences of the customers by making different types of development in their amateurs, along with services, will also help in fostering loyalty within the customers. As a result, it will help in repeating the customers to the hotel. 
Detecting the cause of the issue:
Detecting the actual route, which is causing issues, is essential for the particular business. Therefore, conducting a comprehensive evaluation of operational decrease, or inefficiencies, market trains as well as customer feedback will allow the entity to pinpoint the actual challenges which are affecting its brand reputation, followed by profitability. Now, utilization of data-driven insights Is basically considered as one of the key strategies that helps in focusing on the issues effectively as well as taking effective measures to address them.
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On the basis of the above and listings, it has been identified that difficulties within the process of making profitability as well as redeveloping the brand reputation He’s facing by the particular business Seacrest Lodge. Therefore, a total process of restructuring is effective to develop or streamline the operations activities as well as eliminate the redundancies. The development within the operational efficiency, which includes mainly training of staff as well as technology integration, is also essential for the sake of enhancing the service quality. Apart from this, considering change within the leadership authority is also advisable for the particular business, as it will help in bringing up new individuals whose experience and professionalism will help in driving innovation within the company. Apart from this, they will also be able to make strategic decisions in a more effective manner. 
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The total evaluation of the above report for the particular hotel business Seacrest Lodge has been done. The usage of three statements of finances, which includes income reports, different types of other financial statements, as well as Balance sheet statements of the particular business for the last three years. 2021, 2022, and 2023 were examined. Based on the analysis, it has been identified that the fall in the profitability of the particular business has been seen throughout the years, for which there are different types of turnaround strategies have been recommended to the company. These turn around strategies mainly include short and long-term basis, full-term.
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