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[bookmark: _lv5h26lxux20][bookmark: _Toc157097797]Introduction
The entire report aims to introduce all the financial information of a business organisation, the Seacrest Lodge, running its business operation in the hotel industry. The main focus of the study will be analysing the financial performance of the business within the last financial period. Financial management is one of the key aspects of financial performance analysis that provides effective and appropriate financial information to make appropriate financial decisions (Atrill and McLaney, 2021). In this present case, taking to account all the financial information of different financial statements the financial performance of the firm will be analysed in which it can be found that profitability is declining. Finding out the core reason behind it the financial analyst will make strategic decisions to revitalise its financial health. Once the organisation focuses on implementing all the strategic approaches that may bring them severe opportunities to improve financial performance in the upcoming situation without raising further complexities and enhancing financial strength. 


[bookmark: _93bd6fatiddx][bookmark: _Toc157097798]Financial Performance Analysis
[bookmark: _nhzpb5wbwxka][bookmark: _Toc157097799]Analysis of Income Statement 
An income statement plays a crucial role in financial performance analysis by representing all the financial information regarding operational expenses and incomes. Considering all the financial information of a profit & loss account or income statement the owner of a business can decide whether the firm will make a profit in the future by increasing its total revenue as well as decreasing its total cost. The entire financial statement represents the effectiveness of effective strategies that a company sets during the financial period of starting the business (Palepu et al., 2020). In this present case, taking into account the financial information of revenue and total operating expenses of the Seacrest Lodge, an income statement has been prepared. Considering all the key information of the financial statement financial performance in operational activities is going to be analysed below which may help to make effective decisions for future financial growth. 
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Figure 1: Income statement of the Seacrest Lodge
(Source: Self-developed)
As per the above financial statement, the Seacrest Lodge made revenue of £1,20,000 in 2021, £1,100,000 in 2022 and £950,000 in 2023. In this case, it is analysed that the firm decreased its total revenue in 2023 than its previous financial periods 2021 and 2022. On the other hand, focusing on the financial information of operational spending it is determined that the company made operating expenses of £900,000 in 2021, £950,000 in 2022 and £1,100,000 in 2023. The financial data represents that the company maintained higher operating expenses over the period 2023 than in 2021 and 2022. Afterwards, adjusting both the amount of operating expenses and revenue, the net income of the business is determined at £300,000 in 2021, and £150,000 in 2022 however the business made an amount of net loss of £150,000 in 2023. Analysing the entire financial statement, it is recognised that the company declined its profitability over the period which is not great for organisational financial stability in the long run. The financial report also implies a poor financial position to meet all the operational expenses in the upcoming situation. 
Apart from this, considering only an income statement may not be appropriate to make an effective decision. As per the statement of Siekelova et al. (2020), income statements may misrepresent values and may represent less profitability or inappropriate information regarding profitability. Further, all the financial data regarding income is reported based on the accounting principles consequently always it does not represent accurate cash in changing hands. Therefore, the financial analyst of the business needs to be focused on maintaining an appropriate accounting process to avoid any kind of data errors that would be more favourable to prepare an income statement properly. 
[bookmark: _5o3aidhckhky][bookmark: _Toc157097800]Analysis of Balance sheet
The balance sheet is one of the most important financial statements and significantly helps to understand the organisational financial strength to meet its financial obligation over a period. A balance sheet is prepared with the financial data of organisational assets, liabilities and equity (Lakhtionova et al., 2020). Along with this, by analysing the balance sheet of a company, the financial analyst also can understand the solvency and liquidity opposition of the company to maintain its financial stability in the competitive business environment. The accounting principle of a balance is that total asset is equal to summation of total liabilities and equity. Considering the accounting principle, a balance sheet that has been prepared for the Seacrest Lodge based on the financial strength of the business will be analysed effectively. 
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Figure 1: Balance sheet of the Seacrest Lodge
(Source: Self-developed)
As per the above figure, the Seacrest Lodge made total assets of £2,150,00 in 2021, £2,120,000 in 2022 and £1,850,000 in 2023. The financial data implies that the company decreased its total assets over the year 2023 as compared to its previous financial years. On the contrary, focusing on total liability it is recognised that the business maintained its total liability of £1,530,000 in 2021, £1,540,000 in 2022 and £1,550,000 in 2023. Recognition of the financial information implied the company increased its total liability which is not great for increasing financial strength in the future. Further, comparing current assets and current liability it is recognised that the business has greater amount of current assets as compared to total amount of current liability implies positive financial strength to meet financial requirements and make effective decisions for future growth. Apart from this, the balance sheet also implies that the company maintains equity financing for its financial growth which is great to meet its debt amount and enhance financial strength to develop better financial health in the highly competitive business environment. 
On the other hand, the use of estimations, and omissions of important monetary assets often causes the financial analyst to face complexities in analysing the financial health by recognising the outputs of the balance sheet. Further, all the assets in the balance sheet are reported based on their historical cost which also creates further limitations to making effective financial decisions for future financial growth and maintaining sustainability in the long run (Drury, 2021). Therefore, the financial analyst needs to be focused on gathering effective knowledge of the asset valuation process that would help to avoid limitations in the future. Eventually, it will bring an effective outcome to understand the actual financial strength of the company appropriately. 
[bookmark: _4bpcy6wnxq8][bookmark: _Toc157097801]Core reasons behind the decline in profitability
The entire financial performance analysis through two key financial statements represented that the company has the high financial strength to meet its short-term obligations however it has lower cost-efficiency to make a profit. Profitability is one of the main concerns of an organisation that improves the overall financial performance of the firm (Palepu et al., 2022). The financial report of the business implies the company declined its profitability in the year 2023 as compared to its preceding financial years. In this case, the core reason behind it is the high operational expense in the consecutive years since the financial year 2021. Comparing the amount of expenses for operational activities, it is found that the organisation greatly increased its overall spending for business operations in the year 2023 than 2021. On the other hand, the company also decreased its total revenue due to low market demand. In this case, it occurs due to seasonal changes as well as increasing market competition in each financial period. Ultimately it resulted in a decline in the overall profitability of the business and last year it faced high financial loss which is not great for maintaining stability in the competitive environment. 
Concerning customer preferences, it is also recognised that the customer preferences are sifted and also become one of the advantages of its key competitors to gain high profit over a period (Palepu et al., 2022). Further, in its current financial position the company indicated a decline in service providing systems with quality. The main reason behind this is the entire workforce of the company has poor knowledge of using modern technologies. Along with this, the company also focuses on its traditional business approaches whereas its key competitors provide modern resort facilities to the clients. Hence, high market competition arises and it influences the total revenue of the company negatively. In this case the company need to be focused on the national events such as the early Summer Bank holiday, May bank holiday and more that will help to develop business plan to compete with its key competitors. On the contrary, the company focuses on high spending on its business operations to attract the attention of customers with an expectation of gaining high profits. Consequently, the total spending of the company becomes higher as compared to its total revenue. Eventually, profitability becomes negative at the end of the financial period of 2023 which needs to be better in the upcoming situation to maintain long-term sustainability in the competitive marketplace. 
[bookmark: _z8e6hkiugd86][bookmark: _Toc157097802]Strategy to revitalise the organisational financial health
Improving market growth 
Concerning the entire financial performance analysis, it can be suggested that the Seacrest Lodge must focused on improving the market growth to revitalise its financial health. Improving market growth by considering brand awareness, lowering prices, products or services, market penetration and more is one of the key concerns of a business organisation to improve its business (Al-Mamary et al., 2020). In this case, the brand recognition process plays a great role in attracting the attention of customers in the high competition which is great for increasing total revenue over a financial period. Further, the marketing team of Seacrest Lodge also needs to focus on reducing total operational costs by implementing one of the key strategies such as cost-reduction strategy through a cost-cutting system and selling old assets (Drury, 2021). Consequently, the firm will become successful in improving its liquidity position to meet financial obligations and revitalise overall financial health within a conscious period without raising further complexities. 
Customer preference 
Understanding customer preference is another strategic aspect that helps to improve the organisational performance of a company. Customer preference influences economic decisions for product development, pricing strategy, policy-making and marketing (Lakhtionova et al., 2020). Once the marketing team of Seacrest Lodge focuses on understanding customer preference by recognising current market trends they will be able to improve its total volume of sales. Along with this, the professionals in marketing management also will understand the key aspect of their service in the hotel industry that needs to improve to compete with modern resorts (Siekelova et al., 2020). Consequently, the firm will become successful in attracting the attention of increasing customers from its key competitors and increasing the total occupancy rate efficiently in the future by improving overall financial condition. 
Improving knowledge of using modern technology
The Adaptability of modern technology is one of the main focuses of all business organisations in today’s business world. Improving technological usage contributes a lot to increasing overall productivity within a conscious period which is great for meeting business objectives effectively. Concerning the business management of Seacrest Lodge, it can be stated that the organisational manager of the firm needs to improve their adaptability to advanced technology in their service system (Al-Mamary et al., 2020). Along with this, modern technology also will help to reduce the total cost of the average room rate in the future which will contribute to reducing total operational costs. Providing modern facilities in the hotel industry will be great for maintaining market competition and sustainability by increasing total profitability and increasing financial capability to meet further financial requirements. 


[bookmark: _89b0yiwei9mo][bookmark: _Toc157097803]Conclusion
The essay described the financial performance of the Seacrest Lodge, a hotel organisation operating its business in the hotel industry. In this case, it is concluded that the organisation faced financial loss of £150,000 in the year 2023. The core reasons behind it have been identified as high operational spending and a decrease in total revenue due to high market competition. However, the company is maintaining its liquidity position by maintaining higher current assets than its total current liability which is great for meeting financial debt. On the other hand, the company also needs to be focused on improving its equity financing system instead of maintaining the debt capitalisation process. Consequently, the company will be able to improve solvency in the upcoming position without raising further complexities. Eventually, once the marketing team of the business focuses on understanding customer preference, improving knowledge on advanced technology and improving market growth it will become successful in revitalising its financial health in the upcoming situation. 
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