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Executive Summary
The report states the evaluation of the financial performance of the company Seacrest Lodge along with the evaluation of profitability and liquidity ratio. The key aspects for the decline of the performance and growth of the company are briefly stated. Strategy has been provided to the company for the betterment of its financial performance and increasing of its customer base.



[bookmark: _uxtxwduehlwf][bookmark: _Toc156497861]Introduction
The purpose of the report is to evaluate the financial performance of Seacrest Lodge for the past 3 years which will consist of profitability ratios, downfall of the revenue and poor performance. It consists of the different current world events and reasons that are related to the fall of the company. The analysis of the financial statements and evaluation of the profitability ratios are discussed in this report. Strategies for increasing the revenue and hospitality are implemented for the betterment of the company in the long run and suggestions are been provided for the improvement of its performance. Further, the developmental strategies along with the proper identification of the profitability and liquidity are determined. The main purpose is to satisfy the customer needs and providing modern amenities is been suggested to the company. This will help in the establishment of growth and increase of customer base along with profit maximization. 
[bookmark: _r3povf8q67wh][bookmark: _Toc156497862]Seacrest Lodge's financial performance over the past three years 
The balance sheet of the company shows a downfall in its performance. The value of the current assets of the company for the year 2021 is £50000. This value was found poor in comparison to the value in the previous year 2022 at £40000 and £30000 in the year 2023.  The fall in the assets of the lodge indicates good performance which can increase cash payments instead of credit purchases. 
[image: ]
Figure 1: Liquidity Ratio
Source: Self-Created
The above figure states the current ratio of the company for the years 2021 to 2023. The current ratio for the year 2021 is 5 which falls to 3 in the year 2022 and 1 in the year 2023. The liquidity position of the company is poor in terms of the current ratio evaluated. The liquidity ratio determines the actual liquidity position of a company in comparison to its current liabilities. The fall in the liquid ratio determines poor performance (Markonah et al. 2020). The value of the cash balance seems to be decreasing with the increase of the liabilities of the company. The value of fixed assets is decreasing due to wear and tear. This can result in a low generation of revenue for the company.  
The liabilities of the company are found to be increasing from 2021 at £1530000 to £1550000 in the year 2023 value which determines the increase in the chances of poor revenue in the future. The overall functioning of the company depends on its customer reviews, hiring of new staff members, training and development in the company, and pricing strategies (Ramadan et al. 2023). Based on the financial statements of the company, it has been observed that the company is facing a downward trend in gaining revenue. The use of outdated amenities and failure to meet customer preferences has resulted in unacceptable performance. The average rate of hotel rooms is found to be diminishing from £260 in 2021 to £240 in 2022 and £210 in 2023. This has caused due to poor infrastructural facilities, inadequate hospitality and depreciation of the value of the assets of the company. 
The occupancy rate of the company has also been found to be decreasing to 50% in the current financial year. The revenue of the company is been in a declining state which indicates the fall in the value of the company.
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Figure 2: Profitability Ratio
Source: Self-Created
 The above figure states the profitability ratio of the company where it is found that the company has faced a loss in the year 2023. However, the profit margin is in a diminishing stage indicating insufficient performance in the years 2022 and 2023. The net loss ratio for the year 2023 is -0.15789. The net profit ratio in the year 2022 was 0.136364 was a downfall but still the company managed to earn a profit. The company has been operating at a loss of more than £30000. Moreover, the operating expenses of the company are determined to be increasing. Operating expenses refer to the expenses required for the day-to-day functioning of the business to perform better. It includes the cost of goods sold, different selling and administrative expenses as well as other expenses that are directly related to the main operation of the business (Abdurahimovna and Sultanbekovna, 2022). The operating expenses of the company are found to be rising from £950000 in 2022 to £1100000 in the year 2023. The rise in the operating expenses results in the fall of the net income of the company. 
The company has resulted in a  net loss for the year 2023 which has resulted in the downfall of its performance. This downfall has been due to the increase in operating expenses and current liabilities. The yearly revenue is deemed to be decreasing from £1200000 in the year 2021 to £950000 in the year 2023. The fall in revenue is drastic in the year 2023 compared to the previous year. This has escalated to a loss of the company. With the revenue and the operating expenses, the profit computed is less. The value of the revenue in the year 2021 was £1200000 which was drastically fallen to £1100000 in 2022 and £950000 in the year 2023. 	
[bookmark: _kh7hgbqk5xys][bookmark: _Toc156497863]Key reasons behind the decline in profitability
There are different reasons for the decline in the profitability of the company by the profits earned in the past years. 
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Figure 3: Net Profit Ratio
Source: Self-Created
The above graph shows the fall in profitability of the company, this can be the main cause for the decline in the performance. The fall in profitability of the company might result from the use of old amenities inside the premises and failure to provide customer support. The net profit of the company is deemed to be negative which indicates a total loss in the highly competitive market. The revenue of the company is poor which has resulted in the failure in the computation of the net profit ratio. The poor value of the net profit of the company, the performance of the company gets a negative impact in the competitive market. The market condition is highly competitive which determines the poor performance of the company. There are certain factors such as economic and financial threats that create a barrier to the growth of the company. Here in this scenario, it has been depicted that the tourism industry has started falling after the outbreak of the COVID-19 pandemic all over the globe (Agustina and Yosintha, 2020). This has resulted in the rise of different economic barriers such as inflation, high taxation rates, and rigid employment. 
The main problem faced by this company for the poor performance results due to the poor infrastructural facilities. This has led to a barrier to growth. However, the inconsistency in customer service, fluctuation of occupancy rates and poor facilities have resulted in the downfall. This decline of the company has resulted from communication problems and usage of insufficient facilities. The fall of the occupancy rates has resulted from the shifting of the customers from the company as they failed to provide proper support to them. More often changes in climatic conditions such as natural calamities such as floods and severe rainfall can prevail to damage the assets of hotels near the coastal areas (Rosselló et al. 2020). This increases the expenses of the company and creates a loss in its growth. 
As per the case study, the vicinity of new industries in the market has increased the competition. It is found that new industries have come up with modern facilities, cheap pricing, better customer support and modern resorts that have created a barrier to the growth of Seacrest Lodge. The use of modern techniques and website booking has also resulted in a shift of customers. Further, more industries with cheap rates and modern facilities are been taking place in the competitive market which has resulted in the fall of the profitability of the company. The profitability of the company is based not only on the customers but also on the infrastructure facilities. The infrastructure of Seacrest lodge has been poor in the eyes of the customers which results in the decline of the company. The service quality and the hospitality have also resulted in a decline in profitability (Li et al. 2021). Many new industries have been providing with online booking and 3D room tour facilities that enhance competition in the market.         
[bookmark: _540klehwrcp][bookmark: _Toc156497864]Turn-around Strategy
The company must maintain a low expense on the marketing of its services, renovate with new pricing and cancellation facilities gathering of ideas from the staff of the hotels. They should use modern amenities and facilities, change pricing during the off-season and hosting of different social and cultural programs. Promotion with good reviews about the lodge and advertising to increase the customer base. Different strategies are helpful for this company to cope with its performance appraisal in the future. 
Low expenses on marketing refers to the process of implementing low cost on providing different advertisements and marketing to the customers. This will result in the lowering of the expenses of the company and increase its customer base. The company should provide new pricing strategies and extra facilities to its customers that will enable them to accommodate the lodge (Stefani and Priatmodjo, 2021). The company should hire staff and improve the hospitality among the customers which will result in the growth of the company in terms of profitability and reputation. The company must also take ideas from their staff members and execute them for better service to the customers. The use of online booking facilities along with providing different discount facilities during seasonal timings will also help increase the customer base (Vargas-Sanchez, 2022). This will increase the profitability of the company. Furthermore, providing different modern amenities such as a Gym, swimming pool, and entertainment rooms will encourage the customers to take the service of the hotels and it will help to raise the profitability of the company. The parking facilities, free wifi services and other basic amenities provided to the customers are also helpful for the betterment of the business (Köseoglu et al. 2020). The company shall provide with private beach for access to only its customers. This will be helpful for the customers to get friendly with the pricing and facilities provided along with the amenities that are necessary for them. There has been an increase in competition in the coastal areas where different hotels are providing more or less the same facilities at a lower price. This draws the attention of the customer which results in the fall in the performance of Seacrest Lodge. The company will benefit from the increase in customers by providing private beach access, an in-house swimming pool and entertainment room facilities, premium suites and 10-minute room service facilities with modern types of equipment (Bi et al. 2020). The lodge shall also provide parking spaces, free internet facilities, and conference rooms to the customers for their reliability. This will help to increase the profitability of the company.  The revenue of the company can be improved by way of providing cheap prices and better facilities that help the customers to afford and accommodate. 
[bookmark: _ash1oorrcdvc][bookmark: _Toc156497865]Conclusion 
The above report consists of the financial performance and profitability conditions that have prevailed for the past 3 years. The profit growth and the causes of loss along with the identification of the expenses of the company are justified in this report. This report sheds light on the different aspects that are required for the betterment of the company in the future. Graphs are made based on the profitability and liquidity ratio of the business. The cause for the poor performance of the business is identified in the report. Further strategies such as changing pricing and using different modern amenities  and sociocultural facilities are suggested for implementation. To conclude it is said that the company must ensure the problems faced by the clients and should work accordingly. This will help to ensure the company is providing proper pricing and modern facilities that the clients should avail. This will help in the development of the profitability of the company in the long run.
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