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1. [bookmark: _Toc157112770]Introduction
Financial management is one kind of managements that indulges in exploring different risk or uncertainties of the business; besides, this management also supports finding some potential risks and then controlling financial obligations of the business (Guilding, 2014). This report is based on the Seacrest Lodge with restaurant, bar, and event facilities. From the case study, it is found that this hotel has been dealing with a decline in its revenue, occupancy rates, and customer satisfaction. In the market analysis, the market is found as highly competitive, with several newer, more modern resorts, shift in customer preferences, and decline in customer reviews regarding the service quality and outdated amenities. In this report, the main purpose will be to analyze the Seacrest Lodge’s financial performance over the past three years, the key reasons behind the decline in profitability, and a comprehensive turnaround strategy to revitalize the lodge’s financial health and restore its reputation will be developed. 

2. [bookmark: _Toc157112771]Analysis of the financial performance of The Seacrest Lodge
To analyze the financial performance of The Seacrest Lodge, different sorts of analysis need to be envisaged. Likewise, horizontal analysis, vertical analysis, financial ratio analysis, CVP analysis, etc. are quite prevalent and prominent that can have a significant effect on the overall business performance (Guilding, 2014). Now, these analyses of the financial performance of the Seacrest Lodge are going to be assessed. Such as:
Horizontal analysis
This is one kind of particular financial analysis that can be used in the business so that the business can evaluate the financial performance of the business over the financial periods. This is mainly used for year-to-year comparisons (Drury, 2021). Considering the available data derived from the income statement and balance sheet, this type of comparison is going to be depicted below:
[image: ]
From the perspective of income statement, it is observed that the total revenue of the Seacrest Lodge has been declining. In this case, negative changes have been observed over the periods. Its revenue growth kept deteriorating in this field let alone generating a positive change. On the other hand, operating costs have been increasing significantly. It was found that the changes in operating expenses in 2022 increased by 5.6%. Following this change, it deteriorated again in 2023; this year, the changes were 3 times more than the previous year. In 2023, the changes in its operation expenses increased by 15.8% affecting the net income. Due to the adverse effect of operating expenses, this hotel’s net income kept deteriorating disastrously, as it was found that the net income in 2022 fell by 50% and the worst scenario was observed in 2023, as the Seacrest Lodge experienced a net loss or negative changes which were 200%. 
[image: ]
In the case of statement of profit and loss, it is found that cash and cash equivalents have been declining since 2021, there were negative changes and they are 25% and 300% respectively. Following this, negative changes were also found in accounts receivable including 25% and 33.3% in 2022 and 2023 respectively. That means its current assets kept deteriorating over the period. Then, in the case of long-term or non-current assets, it has been holding its PPE successfully till 2022, though in 2023, its long-term assets declined by 11.1%. On the contrary, its liabilities including accounts payable increased by 25% and 20%, though there were no changes in its long-term debt. In addition, equity of this hotel deteriorated by 6.9% and 93.33% in 2022 and 2023. 
Vertical analysis
This is an approach that is used to analyse and explore the financial statements as well as compare these statements to another company’s status (Atrill & McLaney, 2021). In this case, a particular period is assessed that can help compare the business’s financial performance to another. To explore this analysis, Lochside Hotel is one of the major direct competitors of the Seacrest Hotel. So, the vertical analysis looks like this-
[image: ]
In the last year, these two hotels have conducted different issues impacting their financial performance. In the case of revenue, the competitor has generated more revenue than the Seacrest. Even more, operating expenses were also lower than the Seacrest that aided in obtaining net income for Lochside Hotel in 2023 (Zoominfo, 2024). Then, in the case of current assets, the cash and cash equivalent assets of Lochside Hotel were more than the Seacrest Hotel. Besides, accounts receivable of the Seacrest was less than Lochside Hotel, though PPE of Lochside requires less value than the Seacrest Hotel. Furthermore, the long-term debt and current liabilities of Seacrest were higher than the Lochside Hotel. This is one of the most critical issues of this hotel, though owners’ equity is quite higher. 
Financial ratios
[image: ]
Source of the formulas of the ratio: (Scott, 2021)
In this case, different sorts of financial ratios have been envisaged that have been calculated considering the profitability, liquidity, asset turnover, and financial leverage ratios. In the case of net profit margin, the Seacrest hotel has obtained 25% and 13.64%, though this ratio became negative in 2023. Then, the ROA and ROE of this hotel were quite good till 2022. In 2023, this hotel’s ROA and ROE have deteriorating and have become negative ratio indicating an economic downturn in the business. In the case of current ratio, the Seacrest’s ability to convert its liquid asset into cash was quite strong in 2021 that fell in 2022. Besides, this ratio was below the industrial average in 2023 indicating a poor or weak liquid status of the business. From the aspect of asset turnover ratio, this company’s receivable turnover has been increasing; the high ratio highlights the company’s collection of accounts receivable that needs to be efficient and a high proportion of quality customers paying their debts quickly. Finally, debt ratio indicates that the company’s assets are financed by its debt obligations. Its debt ratio is quite high which should be brought under 30%. That means the hotel’s overall function is financed by long-term loans or other issues. 


3. [bookmark: _Toc157112772]Key reasons for the decline in profitability
From the overall analysis, it is observed that the profitability and efficiency in generating revenues or profits are not in stable or good position. In this case, different internal or external may be the reasons that affect the profitable status of any particular business, like the Seacrest Hotel. Now, those key reasons are going to be discussed below:
Low revenue and high operating expenses: This is the most visible reason that is found from the assessment and exploration of the case study of the Seacrest Hotel. In this case, the business could not generate as much as revenue for itself that could have covered its operational costs. This is the first thing that could have been ensured by the Seacrest Hotel. Unfortunately, this business could not. On the other hand, operational costs of the business have been rising over the financial periods that have been impacting the sales revenue of the Seacrest Hotel adversely. The reason for low sales volume may include poor service, pricing, promotion, and customer service. Quality services are the main issue that needs to be ensured by all kinds of hotels while operating in the hotel industry. Otherwise, a business, like the Seacrest Hotel could not attain the target market and grab the market opportunity significantly (Cooper, 2022). As a result, it may lag behind in terms of holding its market position for longer period. Besides, a competitive pricing strategy needs to be followed in this field considering its current pricing strategy, like low-cost, premium, economic, and so on. Whatever the pricing strategies are, these issues need to be aligned with the customer demands and market conditions. These issues might not be ensured in the Seacrest Hotel. 
Inflation and interest rate: The entire world has been experiencing the adverse effects of the rise of the inflation rate. Due to the rise of the inflation rate, the current price level of all kinds of commodities keeps rising and for this, all businesses need to maximize the price of their goods and services due to the rise of the inflation rate. In the income statement of the Seacrest Lodge, operational expenses have been rising and inflation rate might be the possible reason for this (Walker, 2021). Therefore, the company’s net income became a net loss in 2023. To control the inflation rate, the Bank of England increased the interest rate. As a result, the company’s long-term liabilities including bank loans increased significantly. It became difficult for the Seacrest Lodge to control its liabilities and pay debt quickly. In the financial ratio analysis, this issue has been explored. 
Poor liquidity: Liquidity indicates whether the business can convert its liquid assets into cash. Over the periods, its current ratios kept declining which means the company cannot convert its liquid assets into cash. Therefore, the company faces troubles in conducting its daily operations that needs cash money (Cooper, 2022). Even more, the operational expenses are conducted on borrowed money that kept raising the liabilities for this business. 

4. [bookmark: _Toc157112773]Development of a comprehensive turnaround strategy to revitalize the lodge’s financial health
The Seacrest Lodge needs to focus on divergent and crucial issues that can help regain its position and explore the critical issues. The main purpose is to revitalize its financial health and restore its reputation as a premier vacation destination or the most viable financial results. Before specifying comprehensive turnaround strategy, particular financial targets need to be fixed; regarding such targets, appropriate actions can be undertaken in this field. Such as:
[image: ]
In this prediction, the ensuring financial years of the Seacrest Lodge have been assessed, especially, its revenue growth has been explored considering its target to increase the net profit of the business. It is a challenging task, as its target is to maximize its sales growth significantly that go down in the next year (Cooper, 2022). Still, there is a great possibility of obtaining a significant market position. Following these, operational expenses need to be brought under control or minimized. As a result, this business can obtain a lucrative net profit margin for itself in the upcoming financial years. 
Turnaround strategies
· It should develop the quality and efficiency in its customer services first of all. Lots of positive changes can support obtaining the desired target in the following years.
· As part of the turnaround strategy, the Seacrest Lodge should focus on maximizing the average room rate and eliminating the complexities in occupancy rates (Drury, 2021). In this field, hotel managers need to follow the financial predication; based on which, specific tactics can be adopted and applied in the business. 
· Above all, this business should ensure efficient customer service. In this case, the hoteliers should assess the customers’ opinion and feedback so that it can obtain a desirable outcome at the end of the day. It should not compromise with the quality, efficiency, and standard in customer services. In this field, it is essential for the Seacrest Lodge to explore the customers demand what make them switch to another hotel. In this case, competitors’ actions and strategies should be observed and the business should think differently (Wild, 2018) or focus on implementing the similar concept in its distinct way or approach. 

5. [bookmark: _Toc157112774]Conclusion
In fine, the Seacrest Lodge’s financial performance till 2023 was not up to the mark that needs to be developed in the ensuing financial years. Before suggesting an appropriate comprehensive turnaround strategy, its past financial records have been assessed. After assessing them, it is realized that its profitability kept deteriorating since 2021. That is why appropriate growth strategy has been predicted and appropriate recommendations have been suggested. 
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Income statement 2023 The Seacrest LodgeLochside Hotel

Revenue 950000 1500000

Operating expenses 1100000 850000

Net income -150000 650000

Balance sheet 2023 2023

Asset/liability

Cash and equivalents 20000 45000

Accounts receivable 30000 35000

Property and equipment 1800000 1500000

Total Assets 1850000 1580000

Accounts payable 50000 45000

Long-term debt 1500000 1000000

Total liabilities 1550000 1045000

Equity 300000 250000
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Financial ratios 2021 2022 2023

Profitability 

Net Profit Margin Net profit/sales 25.00% 13.64% -15.79%

Return of Asset Profit after tax/Total assets 13.95% 7.08% -8.11%

Return of Equity Profit after tax/Equity 48.4% 25.9% -50.0%

Liquidity

Current ratio Current assets/ Current liabilities 5.0 3.0 1.0

Asset turnover ratio

Receiveable turnover Credit sales/Accounts receivable 24.00 27.50 31.67

Total Asset Turnover Sales/ Total assets 0.56 0.52 0.51

Financial leverage ratios

Debt ratio Total debt/Total assets 71.16% 72.64% 83.78%


image5.png
Revenue growth strategy
Income Statement ('000)
Total revenue

Revenue growth (%)
Income Statement ('000)
Total revenue

Operating expenses

Net profit

Net profit margin target

2021
1200000

2024
4709940
1375000

0.00%

2022 2023
1100000 950000
-833% -13.64%
2025 2026
4266250 7832835
1718750 21484375
2547500 56843975
9.71%  1257%

2024
4709940
395.18%

2027
8907930
2685547
6222383
69.85%

2025

2026

2027

4266250 7832835 8907930

-942%

83.60%

13.73%
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Horizontal analysis
Income statement
Revenue

Changes

Operating expenses
Changes

Net income
Changes

2021 2022
1200000 1100000
-8.3%

900000 950000
5.6%

300000 150000
-50%

2023
950000
-13.6%

1100000
15.8%
-150000
-200%
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Balance sheet
Asset/liability

Cash and equivalents
Changes

Accounts receivable
Changes

Property and equipment
Changes

Total Assets
Changes

Accounts payable
Changes
Long-term debt
Changes

Total liabilities
Changes

Equity

Changes

2021 2022 2023

100000 80000 20000
-25%  -300%

50000 40000 30000

-25.0% -33.3%

2000000 2000000 1800000
0.0% -11.1%

2150000 2120000 "1849997
-14% -14.6%

30000 40000 50000

25.0%  20.0%

1500000 1500000 1500000
0 0

1530000 71540000 "1550000
0.65%  0.65%

620000 580000 300000
-6.90% -93.33%




