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[bookmark: _Toc159955950]Introduction
Financial management includes budgeting, forecasting, reporting, making investment decisions, analysing financial performance over the years, comparing financial metrics, monitoring KPIs, etc (Atrill and McLaney, 2021). Therefore, in any type of organisation, financial management is prioritised. In the hotel industry, there are many aspects where financial management is required because there are several revenue generation sources such as accommodation, swimming, gymnasium, restaurants, bars, convention halls, conference halls and so on (Walker, 2021). The report is on financial management in the hotel industry in the United Kingdom, assessing its financial performance over recent years and showcasing some strategies to improve its financial performance.




[bookmark: _Toc159955951]Seacrest Lodge’s Financial Performance Analysis 
[bookmark: _Toc159955952]Profitability Performance
The profitability of the organisation can be measured through the calculations and interpretations of some ratios, which shows how the organisation is able to generate profit. In comparing the financial performance over the years, the profitability ratio is paramount. 
[bookmark: _Toc159955953]Return on Assets
The return on assets measures the amount of revenue generated by using £1 asset (Correia, 2023). A higher ROA is preferable because it indicates the increasing profitability growth.
	Return on Assets at Seacrest Lodge

	Information in the Financial Statements,

	
	
	Year_2021
	Year_2022
	Year_2023

	
	Net Profit
	£300,000
	£150,000
	-£150,000

	
	Total Assets
	£2,150,000
	£2,120,000
	£1,850,000

	Known Formula,

	
	Return on Assets = Net Profit / Total Assets

	Here,

	
	
	0.1395
	0.0708
	-0.0811



	Return on Assets Performance of Seacrest Lodge

	Year_2021
	0.1395

	Year_2022
	0.0708

	Year_2023
	-0.0811
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Figure 1: Return on Assets at Seacrest Lodge (self-made)
Seacrest Lodge’s ROA has declined from 2021. In 2023, Seacrest Lodge had losses. In 2023, £0.0811 loss in revenue using its £1 asset.



[bookmark: _Toc159955954]Return on Equity
The return on equity is similar to ROA. In this, the ratio calculates the amount of revenue generated by using £1 equity (Drury, 2021).
	Return on Equity at Seacrest Lodge

	Information in the Financial Statements,

	
	
	Year_2021
	Year_2022
	Year_2023

	
	Net Profit
	£300,000
	£150,000
	-£150,000

	
	Total Equity
	£620,000
	£580,000
	£300,000

	Known Formula,

	
	Return on Equity (ROE) Ratio = Net Profit / Total Equity

	Here,

	
	
	0.4839
	0.2586
	-0.5000



	Return on Equity Performance of Seacrest Lodge

	Year_2021
	0.4839

	Year_2022
	0.2586

	Year_2023
	-0.5000
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Figure 2: Return on Equity at Seacrest Lodge (self-made)
Seacrest Lodge’s ROE gradually declined. £0.50 loss in revenue using its £1 equity in 2023 whereas it was £0.4839 per £1 equity in 2021.



[bookmark: _Toc159955955]Net Profit Margin
The net profit margin means the percentage of net profit the company is able to generate from its total sales for a specified period. Since it is a profitability ratio, a higher net profit margin is good (Guilding, 2014).
	Net Profit Margin at Seacrest Lodge

	Information in the Financial Statements,

	
	
	Year_2021
	Year_2022
	Year_2023

	
	Net Profit
	£300,000.00
	£150,000.00
	-£150,000.00

	
	Revenue
	£1,200,000.00
	£1,100,000.00
	£950,000.00

	Known Formula,

	
	Net Profit Margin = (Net Profit / Revenue) * 100

	Here,

	
	
	25.00%
	13.64%
	-15.79%



	Net Profit Margin Performance of Seacrest Lodge

	Year_2021
	25.00%

	Year_2022
	13.64%

	Year_2023
	-15.79%
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Figure 3: Net Profit Margin Performance (self-made)
Seacrest Lodge had a net profit margin of 25% in 2021, 13.64% in 2022 and -15.79% in 2023. A negative value in the net profit margin indicates a net loss. It means in 2023, Seacrest Lodge had -15.79% losses from its sales.



[bookmark: _Toc159955956]Liquidity Performance
Liquidity performance illustrates the liquidity condition of the organisation through the calculation of current ratios, quick ratios, acid tests, and cash ratios. 
[bookmark: _Toc159955957]Current Ratio
The current ratio is calculated to assess liquidity performance, which means how fast the company can liquidate its short-term liabilities through short-term assets (Millar, 2017).
	Current Ratio at Seacrest Lodge

	Information in the Financial Statements,

	
	
	Year_2021
	Year_2022
	Year_2023

	
	Current Assets
	£150,000
	£120,000
	£50,000

	
	Current Liabilities
	£30,000
	£40,000
	£50,000

	Known Formula,

	
	Current Ratio = Current Assets / Current Liabilities

	Here,

	
	
	5.00:1
	3.00:1
	1.00:1



	Current Ratio Performance of Seacrest Lodge

	Year_2021
	5.00:1

	Year_2022
	3.00:1

	Year_2023
	1.00:1
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Figure 4: Current Ratio at Seacrest Lodge (self-made)
The current ratio decreased for Seacrest Lodge. Previously, it was 5.00:1 in 2021, but in 2023, it became 1.00:1. A standard value of the current ratio is 1.5:1, which is absent in the performance of Seacrest Lodge in 2023. Therefore, the liquidity condition is not good.



[bookmark: _Toc159955958]Cash Ratio
The cash ratio measures how much cash and the equivalents the company has to repay its current liabilities. A balanced cash ratio is good. A very low or very high cash ratio is not good for the company’s health (Pandey, 2021). A very low cash ratio indicates that the company may go bankrupt and face troubles in working capital management, or the business might shut down due to the lack of enough cash. On the other hand, when the cash ratio is very high, it indicates the company is not able to utilise the cash in investments and other opportunities for growth.
	Cash Ratio at Seacrest Lodge

	Information in the Financial Statements,

	
	
	Year_2021
	Year_2022
	Year_2023

	
	Cash and Equivalents
	£100,000
	£80,000
	£20,000

	
	Current Liabilities
	£30,000
	£40,000
	£50,000

	Known Formula,

	
	Cash Ratio = Cash and Equivalents / Current Liabilities

	Here,

	
	
	3.33:1
	2.00:1
	0.40:1



	Cash Ratio Performance of Seacrest Lodge

	Year_2021
	3.33:1

	Year_2022
	2.00:1

	Year_2023
	0.40:1
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Figure 5: Cash Ratio at Seacrest Lodge (self-made)
Seacrest Lodge has less cash in hand in 2023. The cash ratio has gradually declined since 2021. The lodge would face issues in cash management, working capital management and others due to the lack of cash.
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Efficiency ratios measure the level of efficiency in the organisation in different aspects to assess whether the organisation is able to manage its assets and other resources efficiently. 
[bookmark: _Toc159955960]Total Asset Turnover
Total asset turnover assesses the company’s efficiency in generating its sales revenue from £1 of its assets. Therefore, a higher total assets turnover in a period determines a good financial performance of the company as higher sales have generated a utisiling of £1 of total assets (Jagels, 2007).
	Total Asset Turnover at Seacrest Lodge

	Information in the Financial Statements,

	
	
	Year_2021
	Year_2022
	Year_2023

	
	Revenue
	£1,200,000
	£1,100,000
	£950,000

	
	Total Asset
	£2,150,000
	£2,120,000
	£1,850,000

	Known Formula,

	
	Total Asset Turnover = Revenue / Total Asset

	Here,

	
	
	0.5581
	0.5189
	0.5135



	Total Asset Turnover Performance of Seacrest Lodge

	Year_2021
	0.5581

	Year_2022
	0.5189

	Year_2023
	0.5135
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Figure 6: Total Asset Turnover at Seacrest Lodge (self-made)
Seacrest Lodge’s total assets turnover has declined. It shows the lodge used to generate 0.5581 revenue in its £1 of total assets in 2021, while the value declined in 2023, which is 0.5135 against £1 of total assets.



[bookmark: _Toc159955961]Leverage Performance
The leverage performance enables one to know the solvency level of the organisation. 
[bookmark: _Toc159955962]Debt to Assets
The debt to assets (D/A) ratio measures the amount of debt the company has over its total assets (Seal, 2019).
	Debt to Asset at Seacrest Lodge

	Information in the Financial Statements,

	
	
	Year_2021
	Year_2022
	Year_2023

	
	Total Liabilities (Short-term and Long-term)
	£1,530,000
	£1,540,000
	£1,550,000

	
	Total Asset
	£2,150,000
	£2,120,000
	£1,850,000

	Known Formula,

	
	Debt to Asset = Total Liabilities / Total Asset

	Here,

	
	
	0.7116
	0.7264
	0.8378



	Debt to Asset Performance of Seacrest Lodge

	Year_2021
	0.7116

	Year_2022
	0.7264

	Year_2023
	0.8378
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Figure 7: Debt to Assets at Seacrest Lodge (self-made)
The debt to assets (D/A) ratio has increased in recent years for Seacrest Lodge, which is not a good indicator because the company has increased its debt.



[bookmark: _Toc159955963]Debt to Equity
The debt to equity (D/E) ratio measures the amount of debt the company has over its total capital investments (Seal et al., 2008).
	Debt to Equity at Seacrest Lodge

	Information in the Financial Statements,

	
	
	Year_2021
	Year_2022
	Year_2023

	
	Total Liabilities (Short-term and Long-term)
	£1,530,000
	£1,540,000
	£1,550,000

	
	Total Equity
	£620,000
	£580,000
	£300,000

	Known Formula,

	
	Debt to Equity = Total Liabilities / Total Equity

	Here,

	
	
	2.4677
	2.6552
	5.1667



	Debt to Equity Performance of Seacrest Lodge

	Year_2021
	2.4677

	Year_2022
	2.6552

	Year_2023
	5.1667
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Figure 8: Debt to Equity at Seacrest Lodge (self-made)
The debt to equity (D/E) ratio has jumped highly in 2023. It was between 2.4 and 2.6 during 2021 and 2022, but it was increased 5.1667 in 2023. Therefore, the leverage performance is very low.
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[bookmark: _Toc159955965]Illustration of Decline in Profitability
	Profitability Ratios for Seacrest Lodge

	
	Year_2021
	Year_2022
	Year_2023

	Return on Assets (ROA)
	0.1395
	0.0708
	-0.0811

	Return on Equity (ROE)
	0.4839
	0.2586
	-0.5000

	Net Profit Margin
	25.00%
	13.64%
	-15.79%
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Figure 9: All Profitability Ratio Performance at Seacrest Lodge (self-made)
All profitability ratio shows a declining trend at Seacrest Lodge. 
	Occupancy Rate at Seacrest Lodge

	Year_2021
	65.00%

	Year_2022
	60.00%

	Year_2023
	50.00%
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Figure 10: Occupancy Rate at Seacrest Lodge (self-made)
The occupancy rate at Seacrest Lodge has gradually declined over the years.
	Average Room Rate (ARR) at Seacrest Lodge

	Year_2021
	£260.00

	Year_2022
	£240.00

	Year_2023
	£210.00
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Figure 11: Average Room Rate (ARR) at Seacrest Lodge (self-made)
The average room rate has declined, showing a decreasing trend in the graph over the years. 
[bookmark: _Toc159955966]Causes of Decline in Profitability
The biggest reason behind the decreasing profitability trend for Seacrest Lodge is the lack of quality services. The lodge is not able to provide quality services to the guests. Therefore, the ratings, reviews and reputation of the lodge are declining. When these aspects are low, potential guests would not like to consider Seacrest Lodge as one of the choices for accommodation while decision-making. The second reason is the backdated amenities. In this modern era, all amenities are digitalised and smart. In the hospitality industry, smart technology adaptation is a great concern (Bhimani, 2006). People would love to pay more to avail of such services. However, in Seacrest Lodge, the poor and outdated facilities and amenities discourage guests from visiting. In addition, there are several new hotels and resorts emerging in the area. The competition is intensifying for the presence of new hotels (Nair, 2019). Therefore, the guests can compare the services, features, pricing, ratings, and reviews of each hotel and resort and make decisions. Seacrest Lodge is lagging behind in the generation of profit because of the lack of sales revenue. The revenue is declining as no guests are willing to visit and stay at Seacrest Lodge. The reason behind fewer guests or decreasing number of guests and average rates of rooms are the result of outdated amenities and poor quality of services (Tarí et al., 2014). For all these reasons, Seacrest Lodge is failing to grow its profitability performance.




[bookmark: _Toc159955967]Comprehensive Turnaround Strategies to Revitalise the Financial Health
The first and foremost task would be increasing the revenue. For that reason, Seacrest Lodge must adapt to new technologies. The technologies are suggested to be adapted in all spheres of the lodge, such as budgeting, working capital management, accounting, rooms and facilities, restaurants, billings, entrance, etc. The new technological adaptation may generate interest in potential guests to visit (Harris, 2017). Secondly, outdated amenities should be diminished, and new and modern amenities should be added. Thirdly, promotional strategies should be prioritised. Social media marketing, influencer marketing, influencer reviews, ratings, invitations, promo codes, etc., must be provided to gain customer attention. Finally, new revenue aspects must be identified by Seacrest Lodge. If the Lodge only focuses on accommodation services for guests, some new revenue streams, such as restaurants, bars, etc., must be developed so that new sources of revenue are added. Several revenue streams minimise the risks as well (Tranter et al., 2014). All these activities may increase the revenue, and the profitability performance may improve. Apart from those, liquidity performance can be improved through proper working capital management and accurate budgeting. These can be done through using technology. New and modern accounting software may do so, which will reduce overhead costs and ensure efficiency (Singh, 2013). In terms of leverage, the debt must be reduced. The debts must be repaid as soon as possible, and new debts should not be taken. The strategies must taken to generate profitability so that the chances of taking debts are reduced (Wild, 2018). All these actions and strategies may improve the financial performance at Seacrest Lodge.



[bookmark: _Toc159955968]Conclusion
The financial condition of Seacrest Lodge is very alarming for the future. The financial ratio analysis and the calculations and interpretations of the ratios illustrate the poor condition of the lodge. It is time for Seacrest Lodge to take some strategies to revive the financial condition from getting worse. If the suggested turnaround strategies are taken into action, Seacrest Lodge will start generating more revenues and profit.
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