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Executive Summary
This report has shown the financial analysis of a lodge cum restaurant and bar in the UK. This discussion also has mentioned how the financial analysis has helped to understand the reason for the fiscal deficit of the organisation. However, this report has consisted of a turnaround strategy for short-term results and along with this, some other recommendations have also jotted down in this discussion
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[bookmark: _Toc160112293]Introduction  
Financial analysis and financial management help any organisation to make strategic decisions to ensure the growth of any company. However, it also helps in designing financial plans, controlling the expense of the organisation, organising the capital for the operational cost and directing the authorities to make stable fiscal decisions for the well-being of the organisation. However, in this report, the case of the Seacrest Hotel is going to be analysed. The hotel has been facing massive fiscal losses for the last two years. This report is going to analyse the financial performance of the last three years of the company. In addition to this, this report is also going to investigate which fiscal reasons are accountable for this kind of loss in the business of the chosen organisation. Along with that, this report will also show which kind of turnaround strategy will be jotted for the organisation to regain profitability in the business. Apart from the turnaround strategies, some recommendations for the long-run sustenance are also going to be penned in this report.

[bookmark: _Toc160112294]Fiscal analysis of the hotel (2021-2023)
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The income statement is important in the context of fiscal analysis because this statement helps the critics understand the revenue generation of the company, the operating expense of the company, and its net income also (Steiger et al., 2020). However, after going through the income statement of the given lodge of the case study, it becomes very clear that the net income of the company has been slanting in the consecutive years 2021 to 2023. As per the income statement, in 2021, the net income of the organisation was 0.3 million British pounds (Ozili, 2021). Suddenly, in 2022, the net income decreased significantly and came out at 0.15 million GBP and in 2023, for some reason, the net income touched the lowest and entered the negative parameter. In the previous financial year, the lodge generated a net income of -0.15 million GBP, which revealed the raw-boned and poor economic condition of the lodge. Additionally, after assessing the income statement further, it is also revealed that behind this drastic fall in the net income of the company, the operating expense and the revenue of the organisation have played a very crucial role (Santos et al., 2022). The income statement unlocked the figures which indicates that the operating cost of the organisation has increased to a great extent in the last three years. Operating costs of the company were 0.9 million GBP in 2021, whereas, 50,000 GBP more was added in the next year and it ended at 1.1 million GBP in the last financial year. The increase in operational expenses did not have any impact on the fiscal performance of the organisation unless the revenue generation of the company decreased simultaneously (Elliott, 2020). The fall of the revenue generation became critical for the country because, during the span of 2021 and 2022, the revenue decreased by 1 million GBP and at the end of 2023, the revenue generation faced a deficit of 0.25 million GBP.
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After the income statement of the given coast-side lodge, the balance sheet of the organisation is considered for meticulous analysis to get a deep insight into the real facts behind the huge loss of the company (Adedoyin et al., 2021). The balance sheet gives a clear view to the analyst about the assets and liabilities of the organisation. However, the balance sheet of the chosen organisation shows that the amount of the total assets has decreased incessantly for the last three years. In 2021, the amount of Total assets of the Seacrest hotel was 2.15 million GBP, in the very next year, the total assets of the same organisation fell by 30, 000 GBP and in the last fiscal year the figures diminished to a large extent and came at 1.85 million GBP. This massive fall in total assets is the result of the negative fluctuation of cash and its equivalents of the company and the amount of accounts receivable of the organisation (Kyrylov et al., 2020). The balance sheet unblocked the fact that the amount of cash and its equivalent of the company, which is considered as one of the most important and necessary assets of any organisation, has decreased significantly for the last few years (Frančeškin and Bojnec, 2022). For instance, the amount of cash and its equivalent assets was 1 million GBP in the year 2021 in the given organisation and in the year 2022, that figure was slanted by 20000 GBP. The condition worsened in 2023, and the amount of cash fell to 20000 GBP. Not only the cash and cash equivalent, simultaneously, the amount of accounts receivable was decreased frequently year-by-year. 
Moreover, the equity of the company has been downtrodden for the last three years (Williams, 2021). Due to lesser profitability, the amount of the equity was extenuated by a huge amount. For example, in 2021, the company can give 6.2 million British pounds to its shareholders. On the other side, in the next year, the amount of equity cutback and the amount came to 5.8 million GBP, and in 2023, there was an intense falling in the amount of equity and it came to 3 million GBP. This kind of drastic fall in equity is the reflection of the increasing liabilities of the given organisation of the hospitality industry (Frančeškin and Bojnec, 2022). The total liabilities of the organisation have increased to a great extent. The total liabilities of the company were 1.53 million GBP in 2021, 1.54 million pounds in 2022 and 1.55 million British pounds in the last economic year.
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Apart from the income statement and balance sheet, other financial data of Seacrest is underpinned, it shows that with the decreasing profitability, the rate of room within the lodge decreased. In 2021, the average rate of room was 260 pounds and in 2023, it came to 210 pounds (Frančeškin and Bojnec, 2023). However, the occupancy rate decreased neck and neck with the ARR. In 2021, the occupancy rate of the lodge was 65% and in 2023, it became 50%. 


[bookmark: _Toc160112295]Potential economic causes and other causes behind the loss
Outdated amenities: Outdated amenities are an important negative factor that makes a bad impression on the profitability of the hospitality industry. Just because of outdated amenities, lodges like Seacrest are accused of poor sustainability approaches in the business (Frančeškin and Bojnec, 2023). The poor sustainability within the business operation smeared the image of the organisation and created bottlenecks in incurring profitability in this cutthroat competition.
Poor customer review: along with outdated amenities, the chosen organisation is also accused of poor customer experience (Heald and Hodges, 2020). Due to the poor customer experience, there was ill-marketing of the organisation through word of mouth. Even the customers delivered very bad reviews about the hotel in the social media, which triggered the scattering of the loyal customer base of the organisation.
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Figure 1: Word of mouth marketing
(Source: Frančeškin and Bojnec, 2023)
High competition: Along with the above two reasons, high competition is another important financial factor that triggered the loss of the organisation. The poor customer service pushed the loyal customers of the chosen organisation to its competitors. The nautical tourism industry of the UK is booming and it contributes 6.5 billion GBP to the country’s economy and apart from that, there are 158000 people in the UK who earn their bread through this industry (Moneva et al., 2020). The figure itself states that the intensity of the competition in this industry, which directly impacts the business of Seacrest.
Inflation of the UK: Inflation in the UK is another crucial factor that plays a significant role in the loss of the given organisation. In the year 2022, the country has faced the highest-ever inflation rate in the country (Ntounis et al., 2022). This kind of inflation rate restricts the expense of the people of the country and raises the price of every product. Thus, the company also faced financial loss in that year and onwards.
Lower generation of revenue: aside from the price hike of essential commodities of the hotel and hospitality industry due to the inflation rate, the lower generation of revenue, becomes the most crucial factor for the Seacrest lodge and bars (Florido-Benítez, 2023). The lower revenue generation within the hotel decreased the occupancy rate of the lodge and the room rates of the organisation. This has created a great impact on profitability. 


[bookmark: _Toc160112296]Strategy of fiscal risk management
Financial risks are those risks that create the possibility of declination of the net income and profit on any investment (McDowell and Bonner-Thompson, 2020). The financial risk of any organisation indicates that the cash flow of the company is very inadequate to overcome the financial hindrances. There are multiple ways of managing the financial risks in any organisation like Seacrest lodges which simultaneously deals in the tourism and the food and beverage industry.
Identifying the risks: The first and foremost step of managing the financial risks is identifying the potential risks (Pappas and Brown, 2021). In this step, the organisation should assess which kind of risk the company may face, whether it is the market risk or it is a credit risk.
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Figure 2: Different kinds of Risks in business
(Souce: Coles, 2022)
Analysing: After identifying the risks, the company should analyse the intensity of that risk and also analyse how much deficit a company may face if the risks are not avoided (Florido-Benítez, 2023).
Deciding the strategy by assessing trends of the market: The analysis of financial statements can help to identify the market trends of the industry, which will help the higher authority which technique is the best fit for the organisation. 
Monitoring the cash flow: The monitoring of cash flow may be one of the strategies because it will help to secure the fiscal stability of the company (Uyar et al., 2020).

[bookmark: _Toc160112297]The Turnaround strategy
SWOT analysis: The company has to make a SWOT analysis to revive the business in the short-term (Coles, 2022). This analysis will show the weaknesses and threats of the given organisation along with its strengths.
The root cause of the poor financial problem: The lodge authority has to understand the main reason for the problem. This strategy will give them clarification to make any stern decisions.
Agile workforce: An agile workforce will also help the company to make a quick recovery from the financial loss (Cole et al., 2020). The agile workforce will increase the productivity of the lodge by using innovative methods.
Leadership: The company should ensure that it should exercise democratic leadership in the workplace (Ballotta et al., 2020). The democratic leadership will motivate and encourage the employees towards the mission and vision of the organisation.
Easy Communication: This strategy also makes a huge impact on the organisation because easier communication leads to opulent success in the organisation by ensuring collaboration in the workplace (Vogel, 2021). 


[bookmark: _Toc160112298]Strategies for the long-run sustenance
Sustainability: In the long run of the business, the organisation has to underpin the sustainable approach of the company (Trusova et al., 2020). The sustainable approach will help to improve the brand image of the company and to fetch young customers in the organisation.
Accentuates market demand: The organisation should analyse the potential demand of the customers. The needs of customers are frequently changing in the concerned industry. Thus, the company has to consider this recommendation to sustain in the business.
Accentuating customer experience: The best customer experience is the best driver towards business growth and profitability (Balsalobre-Lorente et al., 2021). That is why, the company should try to deliver the best customer experience to gain competitive advantages in this industry.


[bookmark: _Toc160112299]Conclusion
The above discussion about the Seacrest Hotel shows that to gain stable profitability in the business, The net income of the company should be increasing after every financial year. In addition, this report also states that to revive a business from a critical situation, a company should execute a turnaround strategy. This report also shows that for long-term sustenance in the hospitality industry, the company should underpin sustainability, better customer experience and analysis of market demand plays a very pivotal role.
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Income Statement (in GBP)

itom
Revenue

Operating Expenses
Net Income.

2021
£1,200,000
£900,000
£300,000

2022
£1,100,000
£950,000
£150,000

2023
£950,000
£1,100,000
£150,000
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Balance Sheet (in GBP)

AssetLiability

Cash and Equivalents
Accounts Receivable
Property and Equipment
Total Assets

Accounts Payable
Long-term Debt

Total Liabiltes

Equity

2021
£100,000
£50,000
£2,000000
£2,150,000
£30,000
£1500000
£1530,000
£620,000

2022
£80,000
£40,000
£2,000,000
£2,120,000
£40,000
£1,500,000
£1,540,000
£580,000

2023
£20,000
£30,000
£1,800,000
£1,850,000
£50,000
£1,500,000
£1,550,000
£300000
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Additional Financial Information:

+ Average Room Rate (ARR):
- 2021: £260
. 2022 £240
. 2023 €210

+ Occupancy Rate:
« 2021:65%
. 2022:60%
. 2023:50%




