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[bookmark: _Toc158150054]INTRODUCTION 
Financial management involves monitoring, controlling and reporting on the financial transactions and the information helps the users including investors and others in their decision making process, it also includes management of the loans and investments in the business (Gu & Yuan, 2020). The report focuses on reviewing the financial data of the business, in the given case is The Seacrest Lodge. The revenue’s past performance for three financial years has been provided which would be used in analyzing the financial performance of the business and the hidden trend in the performance. The report also evaluates the reasons for the decrease in profitability and increase in the operational cost of the business in the last three years. The development of a comprehensive strategy would help the business to enhance the financial health of the business and recover the business and its goodwill of Seacrest Lodge as a vacation destination between the customers and in market. 
[bookmark: _Toc158150055]MAIN BODY 
[bookmark: _Toc158150056]Task 1: Financial analysis 
Financial analysis is the process of evaluating the performance of the business in terms of profitability, assets creation and payment of the liabilities of the business. Financial analysis includes analysis of the financial statement of the business in order to evaluate the change in business assets, liabilities and income generation capability (Wild et al., 2016). The financial performance of Seacrest loge has been decreasing from the last three years and the main key factors on the basis of the income statement and balance sheet of the company includes; 
INCOME STATEMENT (in GBP)
	ITEM
	2021
	2022
	2023

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

	Operating Expenses
	£900,000
	£950,000
	£1,100,000

	Net Income
	£300,000
	£150,000
	-£150,000


                                                                                                            (ASSIGNMENT BRIEF)
· Revenue – the revenue of the business has decreased from £1,200,000 in 2021 to £950,000 in 2023 which is mainly because of the decrease in the rate of occupancy of the business, and was mainly caused by COVID-19 pandemic. When the number customer reduces it has a direct impact on the revenue of the business. 
· Operating expenses – in case of the business the operating expenses have significantly increased in the last few years, like the expenses increased from £900,000 in 2021 to £1,100,000 in 2023. This increases in the expenses of the business among with the reducing revenue of the business is a major issue for the business as it could be because of the inefficient operations or increase in the cost of the business (Pereira, 2016).
· Net income – the net income or profitability of the business has sharply decreased from £300,000 in 2021 to £150,000 in 2023. This decrease in the profitability of the business shows that the business is failing to even remain in the break-even which would lead to less growth for the business (Jagels & Ralston, 2010). 
BALANCE SHEET (in GBP)
	Asset/Liability
	2021
	2022
	2023

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

	Accounts Receivable
	£50,000
	£40,000
	£30,000

	Property and Equipment
	£2,000,000
	£2,000,000
	£1,800,000

	TOTAL ASSETS
	£2,150,000
	£2,120,000
	£1,850,000

	Accounts Payable
	£30,000
	£40,000
	£50,000

	Long-term Debt
	£1,500,000
	£1,500,000
	£1,500,000

	TOTAL LIABILITIES
	£1,530,000
	£1,540,000
	£1,550,000

	EQUITY
	£620,000
	£580,000
	£300,000


                                                                                                (ASSIGNMENT BRIEF)
· Cash and equivalents – for the business there has been a decreased in the cash and cash equivalent from £100,000 in 2021 to £20,000 in 2023. This reduction in the cash for the business cuts the ability of the business to invest in profitable opportunities or take care of sudden future expenses (Doherty & Fredey, 2020).
· Account receivables – of the business have also decreased in the last few years, from £50,000 in 2021 to £30,000 in 2023, which shows the effective management of business debtors as business is quickly collecting dues from the market. Another major reason could be the decrease in the sale due to which business is collecting cash quickly to meet their daily business operations (Seal et al., 2019). 
· Fixed assets – the value of business fixed assets has significantly decreased by £200,000 in the course of last three years which could be because of variety of reasons including the depreciation charged on the assets and another could be the sale of the business assets for marinating the operations of the business (Drury & Tayles, 2024). 
· Total assets – the total assets of the business have also just like other items of the business has decreased from £2,150,000 in 2021 to £1,850,000 in 2023 
· Total liabilities – Because of the decrease in the total assets, the liabilities of the business have increased, from £1,500,000 in 2021 to £1,550,000 in 2023.
· [bookmark: _Toc158150057]Equity –  Due to the increased of the liabilities have made the equity to fall from £620,000 in 2021 to £300,000 in 2023 
FINANCIAL ANALYSIS RATIOS FORMULAS
1. Current Ratio = Current Assets / Current Liabilities
2. Quick Ratio = Cash & Equivalents + Accounts receivable / Current Liabilities
3. Debt-to-Equity = Total Liabilities / Total Equity
4. Return on Assets = Net Income / Total Assets
5. Return on Equity =Net Income / Total Equity
	
	2021
	2022
	2023

	CURRENT RATIO
	1.4
	1.37
	1.19

	QUICK RATIO
	0.09
	0.07
	0.03

	DEBT-TO-EQUITY
	2.46
	2.65
	5.16

	RETURN ON ASSETS
	0.13
	0.07
	-0.08

	RETURN ON EQUITY
	0.48
	0.25
	-0.5



INTERPRETATION:
Having a Current Ratio above 1.1 means that the business has sufficient resources to cover its current financial debts.
When the Quick Ratio is less than 1, it suggest that the company finds it very difficult to save the money and pay for its obligations.
If the Debt-to-Equity Ratio is between 2 and 2.5 it is consider to be good, however if it is higher than 5, it means that the company has too many debts.
A Return on Assets (ROA) that is above 5% (0.05) it is consider to be good. The higher the ROA gets, the better will be the assets productivity.
If the Return on Equity is above 20% (0,2) is considered to be better for the company, that is because it can make profit, but if it is negative (-5%), the lower the ratio, the better.
Task 2: Reasons for Decline in Profitability
The profitability of the business decreased due to variety of reasons depending upon the nature and type of the business and in case of Seacrest Lodge the performance and profitability of the business has decreased due to the following major reasons; 
· Change in customer preferences – in case of Seacrest Lodge the reviews of the customers indicates that the services quality and amenities provided by the business are of bad quality. This is one of the major factors which lead to the decline in the profitability of the business as less number of customers are preferring the Seacrest Lodge. In the current time customers prefers high quality services along with modern and advanced amenities and don’t want to compromise on any of the things. The lack of business ability to meet these requirements has resulted in the decline in the customer satisfaction (Hutagalung & Siagian, 2022).  
· Increased in the competition – the industry of coastal is highly competitive as it has high level of new business with more modern and advanced resorts and services. These competitors provide more attractive packages and amenities which draws the attention of the customer of the Seacrest Lodge (Secinaro et.al., 2020).. 
· Changing economic trends – the global hospitability business has been impacted by a variety and different types of economic trends and real time events in the last few years. These events include Covid-19 which lead to a huge decrease in the market size of the hospitality industry all over the world. Despite the events the business of the hospitality industry has recovered to $ 1.21 trillion in the year 2023 which was earlier affected by the pandemic but business like Seacrest Lodge are still in the process of overcoming the effect (Davahli et al., 2020). 
· Industry trends – there has been a change in the hospitality industry towards digitalization, health and well-being and more personalized experiences. In order to recover from the decline in the performance Seacrest Lodge has to keep on changing its services with the trends of the market and industry as this would provide advantage in the market (Shubina et.al., 2022). 
· Financial management – the financial information of Seacrest Lodge shows that the revenue of the business has decreased while the operating expenses of the business has increased in the last few years. This shows that the business has not effectively managing is business operational cost which is increasing the loss of the business in Seacrest Lodge (Coelho et al., 2023). 
· Other external factors – other factors including the change in the travel patterns of the customers due to the changing geopolitical event, environmental concerns and change in the regulatory policies all over the world has also played an important part on the decline in the profitability of the business for Seacrest Lodge (Lu, 2021).
Therefore, it can be concluded that the decrease in the profitability of Seacrest Lodge is a combination of both internal and external factors, and business need critical planning and strategy to over the issues completely from the organization. 
[bookmark: _Toc158150058]Task 3: Turnaround strategies to revitalize the lodge's financials health and restore its reputation 
As the mentioned the business is facing a lot of the problems that causes the decline into the company. A hotel industry is so dynamic that it is keeps on changing from the time to time. The industry also has to bear the expenses for the production that might be sometime high and cause the collapse of the industry (Hamsal & Ichsan 2021). These are some of the ways by which the business can revitalize itself - 
· Lowering the marketing expenses – Lowering the marketing expenses of the hotel industries make the company to focus on the right ways to make the advertisement of the company. Rather than following the traditional approaches of the banner or the hoardings, the company can follow the modern approaches of the marketing (Nikbin et al., 2022).
· Recheck the pricing and the cancellation policies of the business – Company should reform the prices of the product and the cancellation policy of the business to make the cancellation less recitative and make the customer attracted toward the pricing policies of the product to be produced by the business (Susan & Natu 2022).
· Consider the market situation with the inner team – The inner team of the business is aware from the problem that is happening in the background of the company. Thus the management should often consider the advices of the whole team and form the decisions accordingly (Rezaei Kalantary et al., 2023) 
· Organise the some sort of the event to make the people know about the business – General tendencies of the people are attracted toward the businesses that is event oriented and indulge the masses in some sort of the activities. It make the people relate with the business and thus the sales grow (Ali et al., 2021). 
· Run the discounts and the lucrative offers – Hotel industry can use the discounts and the lucrative offer in the efficient way to attract the customer to the product of the businesses. Industry should launch the lucrative packages on the demanding season (Jee, 2021)..
· Adapt with the changing trends with in the industry – Industry is changing tremendously as the booking are happening on the online platform and thus the online presence of the company matters the most. Previously the companies make their booking in the offline mode but at the current period of time it is totally depended upon the online presence of the business (Anning-Dorson and Nyamekye 2020).
· Promote the excellent reviews on the online portals – It involves promoting the excellent reviews of the business on the social media site to make the new users aware of the positive side of the business. It makes the company to be visible to the audience and convince them to use your product (Purnomo, 2023). 
[bookmark: _Toc158150059]CONCLUSION 
From the above report it can be concluded that the financial analysis of Seacrest Lodge shows that the overall business performance has decreased in the last three years with the increase in the operational cost, decrease in the revenue which lead to decrease in the profitability of the business. In addition to this the report also evaluates the various factors that lead to the decrease in the business performance of Seacrest Lodge including the Covid-19, the change in economic, industry, customer taste and other factors which together lead to the decreased profitability of the business. Business should adapt to trend in the hotel industries to form the sustainable base for the organization. It makes the company to follow the modern strategies of the advertisement and the marketing and focuses on building the social media presence. Offer and the discounts can also be the effective method to attract he customers and serving the quality product in to the business.
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