Report Case Study: The Seacrest Lodge

Module: Financial Management for the Hotel Industry 
Module cod: BMIH5007
Lecturer: Tristan Hawkins
Student ID: 2214491
Student Name: Lorella Mihut


 



Table of Contents
Introduction	3
Financial Analysis	4
Identification of Key Issues	6
Turnaround Strategy	8
Conclusion	10
References	11




[bookmark: _Toc159788671]Introduction
Located in an idyllic waterside setting, The Seacrest Lodge has always been a source of tranquility and comfort for vacationers. As one of the most famous resorts in town which has complete infrastructures such as restaurants, bars, and also event spaces, it was the most preferred place for people who wanted to get away from the daily life’s bustle. Nonetheless, the last years have been rather unkind with regard to the Seacrest Lodge because it went through a drastic drop across any of the key performance indicators (KPIs). Revenue has shown a sharp decrease, having its occupancy rates behave in the same way. These financial downturns have been in accordance with steep decline of the customer satisfaction levels which are proven by the guest reviews. This report aims to break down The Seacrest Lodge's financial and operational problems highlighting the past three years which has finally reached a crisis point justifying intervention. Its objective is to untangle the web of diminishing performance and to develop a meaningful turnaround plan that may lead the Seacrest Lodge back onto its path of glory, keeping it viable in the increasingly tough competition. The core of this analysis is not only in the identification of the problems but also in the description of the path of recovery and prosperity.
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Financial health shows that The Seacrest Lodge may face more financial issues from 2021 to 2023. Since the company will transition, this is true. By carefully reviewing the income statements and balance sheets, one can learn about the company's declining financial performance and liquidity issues. These insights are needed to create a turnaround strategy and identify the root causes of the problem (Drury, 2021). 
Revenue dropped 20.83% from £1,200,000 to £950,000 at the Seacrest Lodge between 2021 and 2023. Revenue fell significantly. The same period saw operational expenses drop from £900,000 to £1,100,000. This margin was lower than expected. This income loss is especially concerning because it exceeds the operational expenditure decrease. This caused net income to drop from 300,000 pounds in 2021 to 150,000 pounds in 2023, which is concerning. The Seacrest Lodge has a negative bottom line because it has been unable to control spending as revenue has declined (Walker, 2021). This falling trend proves it. 
This diminishing net income has several ramifications that must be considered. The firm may initially face cash flow issues. This will make it harder for the corporation to meet short-term obligations and reinvest in itself to stay prosperous. The lodge's creditworthiness may also be damaged by the slump, making it harder and more expensive to borrow money for any prospective turnaround. Thus, the lodge's creditworthiness may suffer. Investors, creditors, and employees may lose confidence, which could lead to investment losses, talent issues, and other challenges (Phelps and Moreno, 2022). 
The Seacrest Lodge's financial filings show a concerning cash management habit. Cash and equivalents plummeted from £100,000 in 2021 to £20,000 in 2023. The drop occurred in 2023. Liquid assets have dropped 80%, indicating liquidity constraints. Due to cash shortages, the Seacrest Lodge is more likely to go bankrupt. Unexpected costs or a regular revenue decline make this more crucial. 
The amount owing to creditors has increased from £30,000 in 2021 to £50,000 in 2023. This is up significantly. This increase in accounts payable may indicate that The Seacrest Lodge is delaying creditor payments to conserve cash. Creditor payments would be delayed. This strategy may help manage liquidity in the near term, but it is unsustainable, worsening the lodge's cash flow concerns (Reese, Fisher, and Powell, 2022). It could ruin supplier relationships and cause credit loss. 
Property and equipment values have fallen, lowering the lodge's total assets from £2,150,000 in 2021 to £1,850,000 in 2023. This decline was caused by that value drop. The lodge's asset impairment or lack of investment in maintenance or upgrading may have caused this drop (Wolfe, Coleman, and Hubbard, 2023). These factors may lower the lodge's market value and prevent it from earning money.
The lodge's gearing ratio and financial risk profile are high since its long-term debt is predicted to rise from £1,500,000 in 2021 to £1,550,000 in 2023. Besides this, the lodge's assets and income are falling. From 2021 to 2023, the company's equity dropped 50% to 300,000 pounds. This figure dropped 50%. Thus, creditors' financial buffer in the case of a company's default is greatly diminished. 
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Over the past three years, the Seacrest Lodge's profitability has declined due to a lower Average Room Rate (ARR) and occupancy rate, as well as external factors that have affected market trends and economic conditions. This fall in profitability affects Seacrest Lodge. 
The Seacrest Lodge's Annualised Rate of Return (ARR) dropped 19% from £260 to £210 between 2021 and 2023. The occupancy rate dropped from 65% in 2021 to 50% in 2023. This drop happened concurrently. All of this happened simultaneously. These two metrics are crucial in the hotel industry since they directly affect income. Due to the ARR reduction, The Seacrest Lodge may have had to lower its prices. Increased competition or lower demand may have caused this (Nguyen, Gross, and Gibson, 2023). Over time, the lodge's occupancy rate has dropped, indicating fewer guests. Due to this, the decreased ARR has a greater impact on income. 
The drop in average room charge and occupancy rate may be due to internal concerns. Old amenities, bad customer service, and poor marketing are among these concerns. Since customer reports indicate a decline in service, The Seacrest Lodge may be failing to meet guest expectations. In today's market, this might easily cost the business to competitors. 
The growth of newer, more modern resorts with competitive prices and improved experiences has changed market patterns, including the external environment (Rivera, Gross, and Carlson, 2022). These resorts were introduced. These resorts may be using social media and online booking systems to steal customers from The Seacrest Lodge. 
The lodge's occupancy and lodging rates may also depend on customer preferences. Demographic shifts or increased expectations for technology and sustainability in hospitality may cause these developments (Rivera, Gross, and Carlson, 2022). It could also be a mix of these variables. The Seacrest Lodge may have struggled to adjust to changing tastes, reducing its attraction to new and returning visitors. 
Economic conditions also contribute to the lodge's financial difficulties. Several macroeconomic factors can affect leisure and travel spending. These influences include economic downturns, inflation, disposable income changes, and travel behaviour changes. If the economy went into recession or travel costs rose, customers would choose cheaper lodgings or stay shorter. This applies to both circumstances. The Seacrest Lodge's ARR and occupancy rates would be affected by this.
Political instability, beach environmental issues, or a global health catastrophe could deter guests from visiting the lodge, worsening its financial situation. This would make revenue generation harder for the lodge. 
The Seacrest Lodge must analyse its pricing approach to overcome these problems. This study will keep the lodge competitive and ensure that its services and amenities are well-valued. Customer service training and facility modifications can improve clients' experiences, which may lead to higher ratings and word-of-mouth referrals (Wong, Holmes, and Sharp, 2022). 
The Seacrest Lodge must remain adaptable to overcome external problems. This can be done by expanding its marketing methods to reach more people and adjusting to changing customer preferences. Maintaining a keen understanding of economic data and market trends will help make informed decisions on promotional offers, event hosting, and pricing modifications in reaction to external economic constraints. This will guarantee decisions are taken. 
Multifaceted elements are the most important for The Seacrest Lodge's prosperity. These are the most important factors. This category includes price, customer happiness, and facility quality internal problems (Wong, Holmes, and Sharp, 2022). This area also includes market competition, consumer behaviour change, and economic factors. The Seacrest Lodge must solve these issues to reverse its declining profitability and preserve its future as a successful hospitality company. The Seacrest Lodge must safeguard its financial future. 
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A comprehensive turnaround strategy for Seacrest Lodge is essential. This method must account for internal inefficiencies and external market dynamics that caused the lodge's financial problems. The approach should emphasise renovations, marketing, cost management, and service enhancements. The plan should focus on improving the company's finances and customer satisfaction. 
Renovations
Due of guest dissatisfaction, property repairs are necessary. The Seacrest Lodge should repair guest rooms, update the interior design to match modern tastes, and add smart technologies to enrich the stay. All of these are advised. Modernising the hotel's lobby, restaurant, and event rooms should provide welcoming spaces that encourage socialising and longer stays (Soto, Allen, and Nelson, 2022). Additionally, emphasising environmental improvements may attract eco-conscious guests. 
Marketing Strategies
Changing marketing strategies is necessary. Digital marketing may help the Seacrest Lodge improve its online presence. The website should be easy to use, social media should be active, and collaborations with online travel companies should boost awareness (Soto, Allen, and Nelson, 2022). To guarantee that The Seacrest Lodge appears prominently in search results for local holidays and accommodations, SEO methods must be prioritised. Personalised promotions and packages can attract weekend getaways, weddings, and business retreats, among other trips. 
Cost Management
Controlling spending is crucial to financial stability. The Seacrest Lodge's operating expenses and supplier contracts must be examined to discover where it may cut costs without compromising quality. Waste reduction and energy-saving devices can lower electric expenses. A demand-based pricing strategy could also boost peak revenue and reduce off-peak loss (Phelps and Reese, 2023). Outsourcing non-core functions to specialised service providers may improve efficiency and lower costs. They are both possible outcomes. 
Service Improvements
The Seacrest Lodge should invest in staff training courses on customer service to stop the trend of declining service quality. Equipping workers with the knowledge and abilities to meet visitor needs can improve customer experience. The Seacrest Lodge should reward frequent guests with a loyalty programme. This will encourage them to return and recommend the institution. 
The suggested changes may boost an organization's finances and customer satisfaction. Renovations would make the house more appealing to potential renters, which might raise the average rental rate (ARR) because guests would think it's worth more (Seal, 2019). More successful marketing methods may enhance occupancy rates, especially if they target the right population (Fisher, Powell, and Wong, 2022). Good cost management could stabilise financials without a substantial revenue rise by cutting non-essential spending. Even without revenue increases, net income would rise. Last but not least, greater service standards increase client happiness, which leads to positive reviews and repeat business, which are essential for success. 
This technique will likely involve extensive preparation, implementation, and monitoring. The Seacrest Lodge should set clear milestones and regularly evaluate their influence on financial success and customer feedback. Adjustments should be made as needed to ensure the plan continues to restore The Seacrest Lodge to industry and financial prominence.
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So, despite the recent financial challenges, the Seacrest Lodge still has a value as a business and is an attractive choice for vacationers. Its idyllic location and well-defined reputation will underpin a successful transformation. The detailed plan outlined above will solve the lodge’s immediate problems while laying the foundation for future development. The Seacrest Lodge can use such renovations to modernize its facilities and meet the current market expectations. A new marketing strategy is expected to improve visibility and attract more customers. Stabilizing the financials through cost management initiatives will give the business a chance to straighten up. On one hand, investing in service excellence will probably have a positive impact on guest experience, leading to loyalty and positive word-of-mouth. These recommendations will help bring back The Seacrest Lodge's market position, grow occupancy rates, and raise the average room rate. It is anticipated that these changes will not only restore the lodge’s financial health but will also re-establish it as a premier coastal resort. However, with persistent implementation and constant review, The Seacrest Lodge can expect a turn to profitability and a renewed presence in the hospitality industry.
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