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	Financial performance analysis defines to the measurement of the ability of the enterprise to generate profits for a specific period. It is dependent on the profitability earned by the company, debt liabilities, cash flow earned during the particular period. This calculation is done by using financial statement which are income statement, balance sheet and cash flow of the company. This report contains the case study on Seacrest Lodge which provides services of restaurant and bar company. The profits of the company are declining from the past years; the market of the organization is very competitive. In addition to this, the analysis of the financial performance of company for the three years. Identification of the key reasons which affect the financial position of the business. In the end, some of recommendation will be explained which help the organization to recover the business profit.        
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[bookmark: _Toc167726824]Financial Performance Analysis
a) Financial Ratio Analysis 
It is quantitative method which is help in analysing the financial position of the organization. Financial ratio helps in analysing the financial health and performance of the enterprise by measuring solvency, profitability and competitiveness of the company. Calculation of financial ratio is provided below:
Profitability Ratio
	Name of Ratio
	Formula
	2021
	2022
	2023

	Current ratio
	Current assets / Current liability
	(100000 + 50000) / 30000
	(80000+40000) / 40000
	(20000 + 30000) / 50000

	
	
	5:1
	3:1
	1:1


  
From the above calculation it is measured that liquidity ratio measures the ability of the organization to pay its debt obligation from it current assets. Higher the amount of current ratio specifies the better ability of the company to discharge its current liability (Juliani, Karyatun, and Digdowiseiso, 2023). Liquid ratio of the Seacrest Lodge include calculation of current ratio. Ideal current ratio of the company of the is 2:1 which defines that the current assets should be twice of current liability. The current ratio for 2021 is 5:1, for 2022 it is 3:1 and for 2023 it is 1:1. The current ratio of the company declining in the past three years. It shows the decreasing solvency position of the enterprise. It shows the lower management of current assets of the organization. 
Long term Solvency Ratio
Debt Ratio
	Name of Ratio
	Formula
	2021
	2022
	2023

	Debt equity Ratio 
	Debt / Equity
	1530000 / 620000
	1540000 / 580000
	1550000 / 300000

	
	
	2.46
	2.65
	5.17



Debt equity ratio is a measurement of company long term liquidity. Higher the level of debt equity ratio which helps in showing the more use of funds of business from the debt and the equity fund. The debt equity ratio of Seacrest lodge is 2.46 in 2021 year, 2.65 in 2022 year and 5.17 in 2023 year (Azizah, Manik, and Ilham, 2023). It rising in the past three years. It means company is increasing use of debts in the activities of the enterprise. 
Net Profit Margin Ratio 
	Name of Ratio
	Formula
	2021
	2022
	2023

	Net Profit margin
	Net profit / Total sales
	300000 / 12000000
	150000 / 1100000
	-150000 / 950000

	
	
	25%
	13.64%
	-15.79%



The profitability ratio defines the how much percentage of sale is considered as revenue of the company. It shows company earns how much profit from its sale of product. Profitability ratio includes net profit margin ratio. Net profit margin ratio of the company in 2023 is -15.79%, in 2022 it is 13.64% and in 2021 year it is 25%. From this calculation it is observed that the profit ratio of the company is declining and in 2023 organization earns negative profit. The main reason of fall in the profit ratio is, company is increasing its expenditures. 
Efficiency Ratio
	Name of Ratio
	Formula
	2021
	2022
	2023

	Efficiency Ratio 
	Total sales / Total assets
	12000000 / 2150000
	1100000 / 2120000
	950000 / 1850000

	
	
	0.55
	0.519
	0.514



Total assets turnover defines the efficiency of the organization to generate sales by the use of the total assets of the organization. Increasing ratio of total assets turnover ratio is considered to be positive for the last three years. Total assets turnover ratio of the company for 2023 is 0.514, for 2022 it is 0.519 and for 2021 it is 0.55. The sales of company are decreasing as the higher rate than the total assets. It shows the decreasing capacity of the company to use total assets in generating sale. 
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Horizontal Analysis 
	Income statement
	Change %
	

	Particulars
	2021
	2022
	2023
	2022 & 2021
	2023 & 2022

	Revenue
	1200000
	1100000
	950000
	-8.33%
	-13.64%

	Operating expenses
	900000
	950000
	1100000
	5.56%
	15.79%

	Net income
	300000
	150000
	-150000
	-50.00%
	-200.00%




	Balance sheet
	Change %
	

	Assets/Liability
	2021
	2022
	2023
	2022 & 2021
	2023 & 2022

	Cash and cash equivalent
	100000
	80000
	20000
	-20.00%
	-75.00%

	Accounts receivables
	50000
	40000
	30000
	-20.00%
	-25.00%

	Property and equipment
	2000000
	2000000
	1800000
	0.00%
	-10.00%

	Total assets
	2150000
	2120000
	1850000
	-1.40%
	-12.74%

	Accounts payables
	30000
	40000
	50000
	33.33%
	25.00%

	Long term debt
	1500000
	1500000
	1500000
	0.00%
	0.00%

	Total liabilities
	1530000
	1540000
	1550000
	0.65%
	0.65%

	Equity
	620000
	580000
	300000
	-6.45%
	-48.28%



Interpretation: From the above horizontal analysis for income statement, It can be analysed that the net income of the company is declining by 50% during 2021 and 2022. Totally the decline in the in the total is of -200% in 2023 year.  
Vertical Analysis
	Income statement
	

	Particulars
	2021
	%
	2022
	%
	2023
	%

	Revenue
	1200000
	100%
	1100000
	100%
	950000
	100%

	Operating expenses
	900000
	75.00%
	950000
	86.36%
	1100000
	115.79%

	Net income
	300000
	25.00%
	150000
	13.64%
	-150000
	-15.79%



	Balance sheet
	

	Assets/Liability
	2021
	%
	2022
	%
	2023
	%

	Cash and cash equivalent
	100000
	4.65%
	80000
	3.77%
	20000
	1.08%

	Accounts receivables
	50000
	2.33%
	40000
	1.89%
	30000
	1.62%

	Property and equipment
	2000000
	93.02%
	2000000
	94.34%
	1800000
	97.30%

	Total assets
	2150000
	100%
	2120000
	100%
	1850000
	100%

	Accounts payables
	30000
	2.0%
	40000
	2.6%
	50000
	3.2%

	Long term debt
	1500000
	98.0%
	1500000
	97.4%
	1500000
	96.8%

	Total liabilities
	1530000
	100%
	1540000
	100%
	1550000
	100%

	Equity
	620000
	100%
	580000
	100%
	300000
	100%



According to the vertical analysis of income statement, the total operating expenses of the company is increases and the profitability of the company decreased to -15.79% in 2023 year and in the 2021 year it is 25% (Abdumannonovna, 2024). Vertical analysis of the balance sheet provides that the company's total assets are declining against the total assets of the company.   
Trend Analysis
ARR and Occupancy Rate Analysis
The above graph for the organization gives the analysis of average room rate for the enterprise. IT shows decreasing from 260 to 240 from 2021 to 2022 year and in the 2023 it falls to 210. The reason for decline in the occupancy rate is due to decrease in the demand of the room for the enterprise. It also shows fall in the occupancy rate from 65% to 50% in 2023 year (Residata, et.al., 2023). Overall fall in the occupancy rate of the organization is due to increase in the competition and worst experience of the customers in case of service.       
[bookmark: _Toc167801411]Key Reasons
Economic Factor: The economy of the country mainly affects the financial position and performance of the company. The domestic economy of the country affects the hospitality industry. After the pandemic of Covid-19, tourism and travel companies are badly affected. Even currently some people are still careful about the travelling to other cities and using the things of others. It may directly affect the travelling activities and tenancy rate of the hotels. Along with this, after the pandemic there is also economic recession in the country and income of the people decreased continuously, some of them facing unemployment which directly lead to the decrease in the spending on luxury items and vacation tours. These situations directly affect the business of the Seacrest Lodge, which is depend on the travelling of the people. 
Increased Competition: The Seacrest Lodge runs in the throat competition in the market along with the various new business and hotels which provide highest luxury experience to the customers. These competitors of the company provide competition to the company, by improving technology and service to the clients which lead to decrease in the clients of the hotel (Yannelis, and Zhang, 2023). The launch of new hotels with new technologies and better customer experience would increase the competition and the Seacrest hotel have to survive, this decreases the in the revenue of the Hotel.
Change in the Preference of the Consumers: The taste and preference of the consumers have changed after the pandemic. There is an expansion of demand of consumers, customers want improved experience with modified services and clean & wellness related pleasantness. Customer wants many luxurious facility, higher speed networking, smart features in the room and environmental friendly activities. The Seacrest hotel is failed to give them that luxurious facilities with better customer experience. Customer feedback shows the decline in the facility's quality. 
Inadequate Operation Activities: The financial performance evaluation shows the discrepancies in the operational activities in the financial statement of the Seacrest Hotel. The financial statement shows the decline in the net profit of the in the year 2023, it shows negative profit margin of the company that is -15.79%. This decrease in the profit shows the that the operating expenses of the company increases and these expenses are more than the revenue of the company. This situation of the hotel shows bad management of expenses, use of absolute technology and inefficient strategies of the organization. So, it is recommended to the company to decrease the operating expenses by implementing cost reduction techniques. 
Thus, from the above analysis it is observed that the profitability of the organization is decreases due to increase in the expenses of the company, large competition in the market and change in the preferences of the consumers. These problems of the company need to be rectify and implementing better strategies for the cost reduction and increment in the profit of the hotel. 

[bookmark: _Toc167801412]Strategy for recovering Financial Health
Financial Management
debt management of the interest payment and enhance of cash flow. Transfer between the lenders related to the effective terms and conditions which undertake the financing activities to reduce the pressure of payment (Abou Hassan, et.al., 2023). 
Rearrangement of the revenue and enhance the activities which help in increment of the revenue. Sales of the company can be increase by implementing new strategies and give better experience to its customer. Strategies such as hosting of event for the advertisement of the hotel, providing wellness facilities and maintain new experience of the dining. 
Services Quality Enhancement
Employees training programs should be implemented to improve the ability of the employees in customer service, effective hospitality management and crisis management of the organization.
Employee involvement in the programs and policies of the management will provide the competitive wages, advantages and facilities which help in development of the company's strategy.
Operational Efficiency
Cost management of the company is the main sector on which company have to work. Company should implement cost reduction techniques which are useful to reduce or minimize the cost which are incurred (Cook, et.al., 2023).
Market Positioning and branding
Targeted promotion of the company for advertising the services and facilities which are providing in the hotel to its customers. 
For the purpose of advertising management should consider various ways which are social media, travelling blogs and affect the image of the hotel. It should focus on the environmental friendly techniques. 
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	From the above report, it is concluded that the financial position of the organization is decreasing due to higher competition in the market, change in the preference of the consumers, economic disparity, and mismanagement in the utilization of the assets. Along with the financial analysis there is also explanation of the reasons due to which revenue of the company is decreases and some of recommendation which help company to recover its profits. Association with domestic organizations is help to provide unique experience and also help in guiding the tour, cultural events and water sports in the organization. For increment of the profit company can implement the strategies which are used to minimize the cost of the company. 
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Recommendations are for suggesting a business that how can be expanded within a short period of time. In addition, the business of Seacrest Lodge is determined as a serious problem in this discussion. Therefore, the following recommendations can be capable of ensuring the comeback of the named lodge. Basically, these aspects are able to solve the aforementioned problems in an appropriate way. 
Decoration and renovation 
One of the best suggestions for a hotel or a lodge-like Seacrest can be the adoption of a new type of decoration. Renovating the interior design of this lodge can attract customers and making the lodge colourful with lights and innovative materials may seem presentable to them. Forming a completely different outfit for the lodge can be a turning point for business. These days many trends are on top and one of them is theme-based hotels, Seacrest can benefit through this creative step.
Promotional activities 
When the market is filled with firm competitors, it is required for a business to promote its activities, operations, products and services in an exclusive way to catch the customers' attention  (cloudbeds, 2022). In addition, Seacrest Lodge needs to follow this path in order to pave the road to success. For the sake of attracting more customers than others, this lodge needs to market its services in a grand way. Along with that, making investments in this section can pay back in the future. Precisely, the business may look for a face to make that individual the ambassador of the business. Therefore, whether the face is famous enough as well as popular amongst the people, the business can be in contact with obvious success.
Offer and announcements 
Continuing the above context, it can be stated if the respective business provides great deals and proficient offers to the customers they may come to the company. It can be proven as a brilliant move as well as an essential decision made by Seacrest. People want to get cashback or returns on their payments and as per that scenario, the company can use this perception of these individuals to drive them towards the lodges.
Cost control 
Apart from all of this, the business needs to be very careful and serious with its flows of cash. The expenses of Seacrest are required to be controlled immediately and a prolific and proper budget needs to be prepared as soon as possible. Thus, it will help the company not only reduce expenditure but also get a chance to utilise that money for another profitable project  (Colcol, 2023). Without having a firm grip on the commercial costs, the respective hospitality profile will never be able to reach its intended position in the marketplace as the competitors know how to spend and save as well.
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