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Executive Summary
This report describes The Seacrest Lodge, a luxury resort with a restaurant, bar and event space situated on a scenic beach. This used to be a popular place to go if you wanted to unwind and live in luxury. However, the hotel's revenue and occupancy rate have decreased in recent years. generating from £300,000 to -£150,000 in net income. Whether the company can or should continue in business is a serious matter. 
Financial Analysis Ratio was used to assess the report using the income statement, balance sheet, ARR, and occupancy rate. The results indicated a significant concern that the ratio was going negative.
With references, the hotel has offered suggestions on how to make improvements or ideas for raising money to save the business. These suggestions include adding new activities and upgrading the amenities to make the hotel more appealing to modern guests in light of the rising cost of living and COVID-19 pandemic.
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Introduction
The Seacrest Lodge a luxury resort with a restaurant, bar, and event facilities located on a picturesque coastline was once a successful business and has seen a decline in revenue, occupancy rates, and customer satisfaction. This report will be analysed using the financial report of The Seacrest Lodge from the year 2021 to 2023 on how to make changes to strategies to improve the business.



Financial Performance Analysis
According to Ali (2020), financial statements serve as official records of a company's whole financial activity, including revenue, costs, and expenses.
Income Statement
One of the three crucial financial statements that show a company's financial performance over a given period is the income statement. This focuses on income, costs, profits, and losses; it provides insights into the effectiveness of management and the overall success of the business (Chen, 2023). Below is the income statement of The Seacrest Lodge.
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Figure 1: Income Statement of the Seacrest Lodge (Assignment brief)

Interpretation of Income Statement
· The revenue has declined from £1,200,000 to £950,000 for the last three years. This shows the decline of sales or the demand for The Seacrest Lodge
· The operating expenses shows an increase in 2023 £1,100,000 from 2020 of £900,000. This indicates the rise of operational expenses than the revenue.
· The net profit has declined into losses from Net income of £300,000 to -£150,000 at the end of year 2023.
· The net profit can be calculated of 25% in year 2021 to –16% in 2023 a drastic decline in profit.
This shows the challenges of the cost control and revenue of the company.
Balance Sheet
A balance sheet shows how a company's assets, liabilities, and shareholders' equity are related to one another. A balance sheet displays the net worth of a business and the way its assets are financed—by debt or equity (CEPF®, 2023b). Everything that the company possesses will be listed under assets, including property, equipment, and bank currency. You will list all of the necessary payments, such as loans, salaries, and taxes, under obligations. This displays common stock and retains earnings under shareholder equity. Total assets must always equal your liabilities plus equity for the statement to balance (Assets = Liabilities + Shareholder’s Equity) (Green, 2023).
Below is the balance sheet of The Seacrest Lodge from 2021 to 2023.
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Figure 2: Balance Sheet of the Seacrest Lodge (Assignment brief)  

Interpretation of Balance Sheet
· Long-term property and equipment make up most total assets, the business has clearly made large investments in fixed assets. 
· Cash and equivalents drastically reduced from 2021 of £100,000 to £20,000 in 2023 to meet short-term obligations.
· Total liabilities were 71% of total assets in 2021 and over 83% of total assets in 2023, which is rather alarming. This suggests that the company has considerable debt and high financial leverage.
· The long-term debt of £1500,000 contributes to the high leverage position.
· As the current assets reduced over the years’ this reflects the equity reduction from £620,000 to £300,000. The equity provides a cushion against liabilities, but the high debt use is risky.
Seeing the balance sheet this can be analysis that the company heavily relies on long-term assets and debt financing. This can impact of the company operations and debt repayment ability, so steps needed to be taken to improve the cash flow.


Financial Ratio Analysis
The current ratio is balance sheet financial performance measure of company liquidity. This indicates the company’s ability to meet short-term debt obligations. This measures whether the firm has enough resources to pay its debts over the 12 months. This is calculated dividing current assets by current liabilities (ReadyRatios, 2013). The quick ratio evaluates the company's capacity to sell assets that can be swiftly converted into cash in order to meet its short-term obligations as they become due. Quick ratio is calculated by dividing the sum of company’s liquid assets by its current liabilities. Quick assets are accounts receivable, cash and cash equivalents. Current liabilities are short-term debts due within one year on operating cycle (Kibet, 2021). Debt-To-Equity Ratio assesses a company's ability to pay off debt by measuring its financial leverage. It is calculated by dividing the total liabilities by the company's shareholder equity (CEPF®, 2023a). The Seacrest Lodge’s financial ratios are calculated and analysed below of the year 2023.
Current Ratio
Current Ratio = Current Assets/Current Liabilities
= £50,000/£50,000
= 1
The current ratio of 1 indicates company has £1 in current assets for every £1 in current liabilities. This shows that there is enough liquidity to cover short-term obligations, but under 2 presents challenges in paying bills on time.
Debt-To-Equity Ratio
Debt-to-Equity Ratio = Total Liabilities/Total Equity (year 2023)
£1,550,000/£300,000
= 5.17
A 5.17 ratio indicates that for every £1 in shareholder equity, the corporation has £5.17 in liabilities. Given that most of the capital structure is made up of debt financing, this suggests high levels of financial leverage and risk.
Return on Assests
Return on Assets = Net Income/Total Assets 
Year 2021 = £300,000/£2,150,000			Year 2023 = -£150,000/£1,850,000
=0.14							= -0.08
The negative return on assets ratio shows assets are not effectively being used to generate income. For every £1, the company is losing –0.08p. Increasing income could increase the assets ratio significantly.
Return on Equity
Return on Equity = Net Income/Total Equity (year 2023)
= -£150,000/£300,000
= -0.5%
According to the return on equity, the business is losing money on every £1 invested (-0.5p). High debt levels have a detrimental effect on business results. This ratio might be better if income and equity were increased once more.
Profitability
When a hotel is profitable, the business uses that information to guide its decisions on how to boost revenue, cut expenses, improve operational efficiency, and overtake rivals in the market (Hollander, 2022).
Decline of profitability
· Average Room Rate: the declined room rate from 2021 of £260 to 2023 £210 is the likely factor of the reduce revenue. This was probably due to less demand of occupancy of the hotel why this decision was taken to reduce the rate.
· Occupancy rate: due to the lower hotel fee, just 50% of rooms are occupied, down from 65%. The hotel's overall revenue has been harmed by the low rate and occupancy ratio. Although the expenditures appear modest, the revenue decline exceeds any reduction in expenses.
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Figure 3: ARR and Occupancy Rate of The Seacrest Lodge (Assignment brief)
· Cost of living crisis:  Falling consumer confidence is becoming ingrained in the cost-of-living dilemma, which is reflected in declining accommodation rates and occupancy. The industry has been under pressure from growing personnel costs, declining exchange rates, and high energy prices (Tate, 2022).
· Increased competition: other hotels nearby can be another factor in decline of The Seacrest Lodge occupancy. With more modern and appealing atmosphere with modern technology.
· Poor customer review: The case study recommends outdated amenities and declining service quality. A shift in digitalization began in 2020, affecting both people and companies. The new front in the fight of business is consumer preferences. 67% of buyers are willing to pay more for companies that provide superior customer service (Hernandez, 2021).
· Outdated amenities: the financial statements have shown there is no reinvestment. Without updating or redesigning the lodge it loses the attractiveness and appeal of the site, the bad reviews indicate this about the hotel.

Recommendation
· Renovate the hotel to remain competitive and meet the expectations of modern tourists. Successful renovation builds upon a unique offering, improves guest experience and meets holidaymakers ever-changing demands (Gamage, 2023). This can be spread over 2-3 years for the process to complete. 
· The luxury hotel can re-brand and remarket having a innovative idea such as heritage type of a narrative of the history of the town. Using materials such as wood and leather will create a relaxing atmosphere where guests can feel at home (Hospitality ON, 2021).
· Incorporating sustainable hotel design is a very good advantage. This can be seen after Covid, and the Pandemic people are more conscious and value sustainability who are more resilient for the future (Sustainable Hospitality Alliance, 2021).
· Provide employee training with an emphasis on customer service skills, such as creativity and the habit of going above and beyond in fun and engaging ways. For instance, offering a free cake on a birthday or extending advice to visitors upon their arrival in the lobby regarding restaurants or sights to explore throughout their visit (Waida, 2019). Because your customer service approach will help you develop and expand your organisation more quickly than anybody else's, each employee needs to be capable of making quick, informed judgements. Employing the customer's name makes them feel special, and educating and training employees is a means to improve skills and provide superior customer service (Tschohl, 2016).
· Using contactless check-in, checkout, and guest messaging, as well as introducing technology to make the lives of guests easier. By enabling contactless checkout, housekeeping staff can turn over rooms more quickly, which enhances the experience for returning visitors by guaranteeing that more rooms are available. Excellent customer service encourages guests to tell their friends and relatives about it. Word of mouth has a lot of power. This promotes five-star reviews and increases client loyalty (Alemar, 2022).
· Pay attention to the comments card and guest feedback. This is a type of market research where the goal is to improve the services where the guest input was lacking. After check-in, follow up with visitors via phone and text message while they are still at the hotel. This provides an opportunity to enhance services and demonstrate consideration for the customer (Coello, 2020).
· Enhance restaurant and bar operational efficiency by cutting waste and optimising food expenses. Maintain control over food waste, suppliers, and inventory (Edwards-Buarque, 2022). Modify the restaurant's menu to update prices, monitor consumer patterns, keep food expenses under control, and swap out any unsold meals. It's also a terrific idea to have a quarterly seasonal menu (Bastide, 2022).
·  Add additional services such as spa, golf course, gym this will drive more revenue, where they won’t need to go out of the hotel to get these services during their holiday stay (Lacalle, 2023).
· To gain capital part of the luxury hotel can be converted to residential/vacation ownership to generate capital for upgrades.
· Introduce packages that include access to the spa, gym, swimming pool, and breakfast without lowering the room rate, so the consumer will feel that the services they want are worth the money. This is a successful strategy for raising sales and spreading word of the company (Elphick, 2016). 
· If the company's finances don't get better, it can be sold to a bigger hospitality business that has the resources to renovate the hotel.
Conclusion
With the conclusion of the report, it can be established that the luxury hotel is at a major loss. This is highly due to service quality and outdated amenities which was understood by the reviews from the customers. This resulted in the occupancy rate which lowered to 50%. After the pandemic, all hotels were renovated to become more comfortable and to maintain safe distancing by introducing more technology for check-in and checkout using apps or websites. With no recent re-investment done over the years the surroundings and amenities were outdated, this made the site of customers less attractive. 
If more investment was put into the staff to improve customer service and invest in the company to improve the company and adding Facilites as swimming, golf courses or a gym and restore or change the restaurant such as the menu will show an approvement to attract customers. Instead of reducing the rates of the rooms introduce packages, which will attract customers to do or attract them to use the amenities withing the hotel.
The last resort is to incorporate with a big brand knowing the hotel is part of a company that is known around the world and will help restore the capital, which can be seen the long-time debt of £1,550,000 hasn’t been reduced over the years which needs to be actioned very quickly to maintain a healthy equity.
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