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[bookmark: _Toc160036506]INTRODUCTION
Financial management is a term which refers to managing and controlling the allocation and use of business financial resources within a business. The management of business finance is highly important to achieve higher profitability and competitive edge in this competitive business environment. Different types of business tools like financial statement are used to keep track of it. The financial information is assessed using the financial ratios for interpreting the financial performance in measurable terms (Kembauw et.al., 2020). The following assessment 2 is related with the assessment of Seacrest Lodge. The financial statements like income and balance sheet statements are provided for the business analysis. Different type of financial ratios like profitability, solvency, liquidity, and efficiency ratios are used for the business analysis. Key reasons for the decline in the company profitability and evaluation of different business events which are affecting its position is done. A comprehensive strategy is also generated to revitalize the health and reputation of the company.
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[bookmark: _Toc160036508]Background to the case study:
The provided case study is related with the Seacrest Lodge company which runs restaurant, bar, and events. It was a thriving destination at one of the times when most of the visitors liked to visit the palace for relaxation and the luxury class experience. During the recent years, some downfall in the financial performance of the company is experienced. The revenues of the company in the recent years are looked to be diminishing. The company is experiencing financial problems because the occupancy rate of the hotel has decreased in the last 3 years as number of visitors in the area decreased. The company also experience reduced levels of customer satisfaction since 2021. The company market is highly competitive, and more resorts are entering into the line. The consumer needs and preferences are also shifting. The service quality of company is decreasing which are also decreasing satisfaction within the consumer groups for the company.
[bookmark: _Toc160036509]Financial performance analysis of Seacrest Lodge:
Financial ratio are those metrics which are used for analyzing the financial information of the company. It includes a variety of measures like profitability ratios, liquidity, efficiency, and solvency. Analysis for all the areas is provided below:
1. Profitability ratio: It is a financial ratio which is used to analyze the total returns generated by the company out of its investment and sales made by the company during the period. It includes both the margin and return ratio. As per the provided financial information of company, following measures are applied here:
Return on equity = (Net income / Shareholders equity) * 100
2021: (300000 / 620000) * 100 = 48.39 %
2022: (150000 / 580000) * 100 = 25.86 %
2023: (-150000 / 300000) * 100 = -50.00 %
Interpretation: ROE ratio is a return ratio which analyses the total returns generated by the company over the total equity invested in the company by the owners of company (Mudzakar, 2021). The total returns of the company over equity are decreasing from 48.39% in 2021 to -50 %. It shows that the returns were positive during 2021 and 2022. It decreased to negative figures which shows decreasing returns over the equity owners. 
Net profit margin: (Net profits / Total revenues from operation) * 100
2021: (300000 / 1200000) * 100 = 25.00 %
2022: (150000 / 1100000) * 100 = 13.64 %
2023: (-150000 / 950000) * 100 = -15.79 %
Interpretation: It is a kind of margin ratio which is used to analyze the total net profits out of the sales revenues (Mulyadi and Sinaga, 2020). Higher the net profits indicate better position and profitability of the company. As per the profitability analysis for Seacrest Lodge company, it is analyzed that the end profits after providing for all the type of operating expenses are decreasing and became negative during 2023. The NP margin was 25% in 2021 which decreased to the level of -15.79% in 2023.
2. Liquidity ratios: Liquidity ratios are used to ascertain the total short-term solvency held by the company at the end of the year. Different types of ratios used for the analysis include current and cash ratio.
Current ratio: Current assets / Current liabilities
2021: (100000 + 50000) / (30000) = 5 times
2022: (80000 + 40000) / (40000) = 3 times
2023: (20000 + 30000) / (50000) = 1 times
Interpretation: Current ratio is a kind of liquidity ratio which compares the total current assets with the current liability (Chairunisa, Digdowiseiso and Karyatun, 2023). Higher the current ratio shows better current liquidity. It is also diminishing in the given case of company. It was 5 times during 2021 which decreased to 1 time in 2023.

Cash ratio: Cash and cash equivalents / Current liabilities
2021: (100000) / (30000) = 3.33 times
2022: (80000) / (40000) = 2 times
2023: (20000) / (50000) = 0.40 times
Interpretation: Cash ratio evaluates the availability of the cash to meet the current obligation for the period (Garg and Gulia, 2023). The cash ratio was 3.33 times in 2021 which decreased year by year to 2 times in 2022. It then found to be at 0.40 times in 2023. It shows that company cash availability to meet their obligatory requirement is declining.

3. Solvency ratio: This measure is used to measure long term solvency level of business firm. It includes different ratio like debt equity, debt assets ratio for analysis. These are computed for the company below:
Debt equity ratio: Debt / Equity
2021: (1530000 / 620000) = 2.46 times
2022: (1540000 / 580000) = 2.65 times
2023: (1550000 / 300000) = 5.17 times 
Interpretation: The debt equity ratio shows that the total debt used by the company in proportion to the equity level. Higher the debt significance higher level of risk within the company (Rachman, Karyatun and Digdowiseiso, 2023). The use of debt is only preferred till 2 times of equity. A higher debt ratio may increase risk of bankruptcy and decrease the creditability of a company in front of its possible investors. The debt ratio for Seacrest Lodge was 2.46 times which was lowest during 2021 to 2023. It was more than 5 times in 2023 which shows higher debt taken by end of 2023.
Debt assets ratio: Debt / Total assets
2021: (1530000 / 2150000) = 0.71 times
2022: (1540000 / 2120000) = 0.73 times
2023: (1550000 / 1850000) = 0.84 times
Interpretation: This financial ratio is used to assess the amount of assets which are financed using debt (Kurniawan, 2021). Higher the debt asset ratio is not good for company financial health. It was 0.71 times which also increased to the level of 0.84 times in 2023. It also shows that company is increased use of debt source in company.
4. Efficiency ratios: It is another metric of financial ratio which measure the efficiency level of the company to pay their creditors or collect money from their debtors. It also considers the stock selling capacity of company. As per the provided information, trade receivable turnover days’ ratio is considered for efficiency analysis of company which is as follows:
Trade receivable days: (Accounts receivables / Total revenues) * 365
2021: (50000 / 1200000) * 365 = 15 days
2022: (40000 / 1100000) * 365 = 13 days
2023: (30000 / 950000) * 365 = 11 days
Interpretation: It is primarily used to assess the ability and efficiency of the company in relation to debt collection (Vásquez Villanueva and et.al., 2021). Lower the trade receivable days imply better efficiency. The trade receivable days were 15 days in 2021 which diminished to the level of 11 days. It indicates that company is increasing their efficiency of collection slowly.
Other performance indicators analysis:
Average room rate: The average room rate signifies the total rate charged by the clients on hiring room. It was decreasing year by year for the company. It was £ 260 during 2021 which decreased to £ 210 in 2023. 
Occupancy rate: This specifies the space which is rented to the people occupying the room. Higher the occupancy indicates better visiting. It was better in 2021 i.e. at the beginning of the period which was 65 % but now it declined to 50% level in 2023. It shows that popularity of hotel between its consumer is decreasing.
[bookmark: _Toc160036510]Key reasons behind the decline in profitability:
· The profitability of the company is declining due to the decrease in sales revenues for the given period. The sales of the company decreased due to decrease in occupancy rate.
· The popularity of the hotel declined during the period which resulted in decrease in company revenues generation capability. The consumer groups are also not satisfied with the services provided by the business firm.
· The hospitality and tourism sector was completely vanished due to the protocols applied after the COVID-19 period. New technologies and digitalization came into existence which also increase the requirement to the hotels to meet the changing trends. The Seacrest Lodge did not change with the change in business requirement which also decreased the level of consumer base for the company.
· The company started higher use of debt sources which also increased the level of operating expenses of the company. It made direct impact over the net profitability of business firm during the period.
· Cash availability is also declining for the company which is also decreasing availability of funds to develop latest amenities with changing trends.
[bookmark: _Toc160036511]Turnaround strategies for the company
The strategies which are used to rescue the business is the turnaround strategies for the business. The decision of the business owners become crucial in this phenomenon to survive the business for the longer time period. In this case study the business of the sea-crest lodge is flourishing in the initial time and then started to decline. The return on equity ratio of the company is 48.39% in 2021, 25.86% in 2022 and -50% in the year 2023. The company should focus on the marketing strategies to increase the revenue of the business. The net profit margin ratio of the company is 25%, 13.64% for the year 2021 and the 2022 while in the year 2023 it shows the negative profit margin of -15.79% in 2023. It is because of the lower rate of the lodges in the consecutive years £260 for the 2021, £240 for 2022 and £210 for the 2023, At the other hand the occupancy rate of the business is also lowering as the 65% occupancy in year of 2021, 60% in 2022 and 50% in 2023. It shows the business is getting declined in the market and the customer retention is very low in the business. The company should implement the strategies of giving the several offers and the lower prices on the next booking of the lodges. The liquidity of the company is also decreasing in the consecutive years from the 5 to 1. It shows the company also has the less amount of the short-term assets to meet the obligations in the short time period. To deal with it the company should sell its unused assets or raise the capital to increase the liquidity of the company. The company should also focus on to lower the receivable days from the 11 days in 2023, to get the finances it requires. The company should also improve the quality of the services to make the customers use it again and again. The company focus on to lower the debts and use of the resources in the optimal manner to make the business profitable.
[bookmark: _Toc160036512]CONCLUSION
It is analyzed that the company is working in the field of the highly competitive environment. The company has the shrinking market situations and thus it should focus on to make the services attractive for the customers. It should introduce the new offers and the varieties to attract the customers and retain them by providing the quality services. The current ration of the company shows the liquidity of the company is getting lesser in the upcoming year. To deal with it the company must focus on to minimize the receivable days and sell the unwanted assets of the company to get the finances to meet its short-term obligations. Overall, the financial health of the company can be improved by reforming the management of the company and efficiency of the employees in the organizations and the use of the modern technologies to increase the business activities of the organizations.
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