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Executive Summary 

This study not only analyses the financial performance of Seacrest Lodge, a hospitality business, but also proposes strategies to enhance its future profitability and financial health. The recent decline, marked by reduced occupancy rates, falling revenues, and declining customer satisfaction, is a shared concern that can be addressed through collective effort. Revenue dropped from £1,200,000 in 2021 to £950,000 in 2023, while operating expenses increased from £900,000 in 2021 to £1,100,000 in 2023. Consequently, net income fell from £300,000 in 2021 to a loss of £150,000 in 2023, indicating high operational costs and poor customer service. Total assets decreased from £2,150,000 in 2021 to £1,850,000 in 2023, and equity reduced from £620,000 to £300,000, highlighting poor asset management and liquidity challenges. The core issues identified include high operational spending due to pandemic-related safety measures, declining average room and occupancy rates, outdated amenities, and insufficient funding. To address these issues, the turnaround strategies include leveraging social media to enhance brand image and attract customers, updating marketing materials with refreshed branding and high-quality content, upgrading facilities and services based on guest feedback, implementing a feedback system for continuous improvement, reviewing and reducing operational inefficiencies, implementing dynamic pricing to optimise room rates, focusing on crowdfunding and equity financing, investing in advanced technologies for better advertising and operations, and engaging with the local community through collaborations and event participation. By revitalising its brand, improving services, managing costs, securing better funding, and engaging with the community, Seacrest Lodge can enhance its financial performance and achieve long-term sustainability in the hospitality industry. The success of these strategies relies on the active participation and support of the community.
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The entire study aims to analyse the financial performance of an organisation, namely Seacrest Lodge, that operates its business in the hospitality industry. Financial performance analysis is a significant aspect of making appropriate financial decisions for future growth and the expectation of gaining high financial returns (Barauskaite and Streimikiene, 2021). The Seacrest Lodge, once a thriving holiday destination, has experienced a significant decline in recent years, marked by decreasing occupancy rates, declining revenue, and diminishing customer satisfaction. This decline can be attributed to several factors, including increased competition from newer resorts, shifting customer preferences, and ineffective cost management practices. Concerning the reason behind the decline in profitability, the study will identify the key areas that need to be improved to achieve better financial outcomes in the future. Based on that, comprehensive turnaround strategies also will be developed, including improving the services system and marketing management system by leveraging social media platforms and more to revitalise its profitability in the upcoming financial period. 
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[bookmark: _42pz2e1hvjqs][bookmark: _Toc167729673]Income statement
An income statement supports financial analysts in recognising the profitability of a company by maintaining its operational spending over a financial period with a comparison of the revenue generated. By developing an income statement, the financial analyst can represent organisational cost control systems over its operational activities and increase profitability (Drury, 2021). In this present case, considering all the financial information of the Sea Crest Lodge, the income statement has been developed for three consecutive financial years since 2021. 
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Figure 1: Income statement
(Source: Self-developed)
The financial performance of The Seacrest Lodge has shown a concerning trend over the past three years, based on The Seacrest Lodge Annual Financial Report, 2023 Revenue has steadily decreased from £1,200,000 in 2021 to £950,000 in 2023, while operating expenses have increased to £1,100,000 in 2023. This has resulted in a significant decrease in net income, from £300,000 in 2021 to a loss of £150,000 in 2023, indicating operational inefficiency. As per the above figure, it also has been recognised that the organisation has a poor control system over its operational activities which increased the total operational spending of the business over a financial period. Consequently, the firm faced high operating expenses at £1,100,000 in 2023 whereas it was only at £900,000 in the year 2021. Moreover, the company also faced severe complexities in increasing its sales due to a poor customer service system as a result the firm experienced a decline in generating revenue over consecutive years. The outcome implies the company maintained poor financial performance over the year 2023 as compared to its preceding years. 
On the other hand, an income statement has a few limitations since all the earnings of the business are reported in the income statement based on accounting standards and rules (Seal, 2019). At this point, it does not reflect the actual cash in the changing hands of the business which is not great to make effective financial decisions by analysing its financial performance accurately. 
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A balance sheet represents organisational financial strength to reduce its financial obligation by using its assets and equity. Financial analysts can represent organisational liquidity and solvency positions as well as assets management efficiency to potential investors by representing a balance sheet (Walker, 2021). In this present case considering all the financial information of assets, equity and liability a balance sheet has been prepared for the Seacrest Lodge and it is going to be analysed below with detailed information. 
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Figure 2: Balance Sheet 
(Source: Self-developed)
As per the above figure, it is recognised that the company decreased its total assets from £2,150,00 in 2021 to £1,850,000 in the year 2023. At this point, the outcome implies the company maintained a poor asset management system over consecutive financial years. The decreasing trend in cash reserves, property value, and equity, coupled with increasing liabilities, indicates potential liquidity challenges and underlying financial strain. The reduction in property and equipment value from £2,000,000 in 2021 to £1,800,000 in 2023 reflects potential divestment or depreciation of assets, necessitating a review of asset management strategies. While the consistent long-term debt level of £1,500,000 across the three years indicates a stable capital structure, the declining equity from £620,000 in 2021 to £300,000 in 2023 highlights a declining financial position and potential erosion of shareholder value. The Seacrest Lodge may have failed to innovate and modernise its offerings to meet the evolving needs and preferences of customers. Outdated amenities and services could have led to decreased customer satisfaction and a loss of competitive edge (Rosenbaum and Briley, 2000). Therefore, the outcome of the financial statement reflects the company has had poor financial strength over the financial years to meet its financial obligation with an effective asset management system. 
On the contrary, due to a few limitations the financial analyst often faces complexities in analysing the financial performance of a business by analysing only the balance sheet (Atrill and McLaney, 2021). Since all the assets are recorded in the balance sheet at their historical cost and the omission of valuable non-monetary assets can be found it may affect accurate financial decisions for future financial growth. 
[bookmark: _twjfsxe4wgrf][bookmark: _Toc167729675]Analysing core reasons behind the decline in organisational profitability
Focusing on the overall financial performance of the company it has been recognised that the company declined its profitability over the year 2023 as compared to its preceding years including 2021 and 2022. The major reason behind the decline in profitability is high operational spending over a financial period. The global pandemic situation of COVID-19 is a global since 2020 that affected overall earnings of hospitality industry and cause poor financial performance with lower profitability (Malikah, 2021). At this point, the hotel organisations had to increase precautions to ensure customers safe and secure services and the entire process increased its operational spending over the financial years for success (Guilding, 2014). On the other hand, due to a poor funding process, the company also faced severe issues in providing better guest services at their favourable budget which decreased its customer satisfaction levels in consecutive periods. Increasing operational spending over a financial year indicates ineffective cost management practices in an organisation which cause poor profitability in the upcoming situation (Adhikara et al., 2022). The declining trend in average room rates from £260 in 2021 to £210 in 2023, coupled with decreasing occupancy rates from 65% in 2021 to 50% in 2023, indicates a struggle to attract and retain guests. This impacts not only direct revenue but also ancillary revenue streams from food and beverage services and other amenities. (Keller, 2013). Consequently, the firm faced high declines in net earnings over the year and enhanced its financial strength to have a better liquidity position in the future. 
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Analysing the major reason behind its poor profitability it can be stated that the marketing manager of the Seacrest Lodge needs to be concerned with leveraging its brand image and evoke customer experience in the company. At this point, social media platforms play a significant role in the current market era that helps introduce favourable services or products at attractive offer prices (Kuncoro and Kusumawati, 2021). Leverage social media platforms such as Instagram, Facebook, and Twitter to showcase the lodge's renovated facilities, stunning views, and guest experiences. In this case, a firm will understand the customer insights and identify the reason behind their changing buying nature (Bawack et al., 2021). Update all collateral and marketing materials with the refreshed brand identity, including brochures, flyers, business cards, and promotional merchandise. Use high-quality imagery and compelling copywriting to capture the attention of potential guests and convey the lodge's unique offerings (Porter, 2008). The company must further focus on investing in advanced technologies to improve its advertising styles. Seacrest has to invest in professional photographers and videographers to showcase the lodge's amenities, activities, and surrounding natural beauty. Create visually stunning content that inspires wanderlust and encourages bookings (Smith et al., 2012). The company will influence the company's communication system to the customers and introduce their hotel with detailed information. By developing a consistent and personalised communication strategy to engage with past, present, and potential guests, utilising email marketing, newsletters, and targeted promotions to stay top-of-mind and nurture relationships with guests Seacrest will be better known on the market.
Providing facilities to customers to give feedback on their experience in the company is one of the strategic aspects of leveraging the brand loyalty of a company. Seacrest could implement a guest feedback system to gather insights and opinions on the rebranded experience and to be able to actively listen to guest feedback and respond promptly to address any concerns or suggestions, demonstrating a commitment to continuous improvement and guest satisfaction. Further, funding would be a major strategic approach to enhance its financial strength to meet all its financial requirements at low risk (Chen et al., 2021). In this case, it can be stated that the company needs to be focused on the crowdfunding system, and equity financing process compared to debt financing to improve its capitalisation system and increase its profitability without raising further risks. Crowdfunding is one of the significant approaches to improving the funding process that contributes to making connections directly with the general public and gaining financial support from external sources (Deng et al., 2022). If they can plan a strategic launch campaign, they will generate excitement and awareness around the rebranded Seacrest Lodge by coordinating press releases, media interviews, and influencer partnerships to amplify reach and generate positive publicity. They could also offer exclusive launch promotions, packages, or events to incentivise bookings and encourage guests to experience the re-imagined lodge first-hand. At this point, by improving their online presence a hotel organisations can reach its global target audiences and drive bookings during the launch period (Elgahwash et al., 2023). Another thing they could do is to invest in upgrading facilities, amenities, and services to enhance the overall guest experience, including renovating rooms, modernising common areas, and offering personalised services tailored to guests' preferences by implementing guest feedback mechanisms to monitor and improve satisfaction levels continuously. 
Another important point that needs to be followed is to develop targeted marketing campaigns across various channels to reach potential customers and re-engage past guests.  This can be done by leveraging digital marketing strategies, social media platforms, and partnerships with travel influencers to increase visibility and drive bookings. By advertising through social media marketing, a firm can highlight its picturesque views and culinary offerings and maintain its unique selling point and global reach easily (White, 2021). Implement dynamic pricing strategies to optimise room rates based on demand fluctuations, seasonality, and competitor pricing. Offer attractive packages, deals, and promotions to incentivise bookings and increase average spend per guest (Kumar and Reinartz, 2006). Explore opportunities to diversify revenue streams through additional services like guided tours, wellness activities, or special events. Conduct a thorough review of operational processes and identify opportunities for streamlining efficiency and reducing costs. Prioritise investments that deliver long-term cost savings and enhance operational agility. 
Invest in staff training and development programs to equip employees with the skills and knowledge necessary to deliver exceptional service. Foster a culture of hospitality, teamwork, and continuous improvement to ensure consistent guest satisfaction and positive interactions at every touch point (Narayandas, 2005). Foster strong relationships with the local community and collaborate with neighbouring businesses, attractions, and tour operators to create compelling destination experiences. A firm can also increase its profitability by participating in sponsorships and community events and taking initiatives to represent the lodge's commitment to supporting the local economy and preserving the environment (Smith, 2023). Once the firm focuses on implementing all the strategic aspects, it will become successful in revitalising its profitability and maintaining a positive liquidity position to meet its debts in the coming years. 
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The entire study concluded that The Seacrest Lodge maintained a poor cost management and assets management system, which resulted in a decline in profitability and poor liquidity position. Through cost optimisation measures and revenue enhancement strategies, the lodge can improve its profitability margins and generate positive net income, leading to sustainable financial health. A revitalised brand image, coupled with competitive pricing and differentiated offerings, will enable the lodge to regain its competitive edge and capture market share from competitors. Implementing this comprehensive turnaround strategy will require strong leadership, effective execution, and a commitment to continuous improvement. By focusing on revitalising its financial health and restoring its reputation, The Seacrest Lodge can position itself for long-term success and sustainability in the hospitality industry. Eventually, it can be stated that fostering the local community and collaboration with neighbouring countries may also influence the company's overall sales performance and attract the attention of the target audience from the key customers in the future. 
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