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[bookmark: _Toc167481446]INTRODUCTION
Financial performance analysis refers to the assessment of the ability of a firm to generate revenues for a given period. It is usually made on the basis of the profitability earned by the company, debt obligations, and cash flows earned during the period. It is mainly done on the basis of a financial statement like an income statement, balance sheet, and cash flows of the company (Purnama, Hanitha and Angreni, 2020). The following case study is based on Seacrest Lodge which is a restaurant and bar company. Their revenues were found to be diminishing for the last recent years. The market for the company is competitive and shows a shift in consumer preferences due to a decrease in business services. The main aim of this report is to analyze the financial performance of the case company for the last 3 years. Identification of key reasons behind profitability is also determined for the company. In the end, some turnaround strategy is also prepared for restoring the previous reputation of a company.
[bookmark: _Toc167481447]TASK
[bookmark: _Toc167481448]1. Financial performance analysis for last 3 years
i) Financial Ratio analysis:
It is a quantitative method of assessing the financial position of the company. It makes use of various metrics to analyze the company's financial health in terms of liquidity, efficiency, profitability, and solvency basis (Jain and Jain, 2020). The financial ratio analysis for the case company is provided below:
1. Profitability ratios:
Net profit margin: (Net profits / Total revenues from operation) * 100
2021: (300000 / 1200000) * 100 = 25.00 %
2022: (150000 / 1100000) * 100 = 13.64 %
2023: (-150000 / 950000) * 100 = -15.79 %
Interpretation: It is a profitability margin ratio that is used to analyze the capacity of the company to generate income from total sales revenues. Higher net profits indicate higher cost efficiency and vice versa (Nariswari and Nugraha, 2020). The total net profit margin for the company was 25% in 2021. It decreased to the level of 13.64% in 2022 and goes negative during 2023 i.e. at -15.79%. It means that company profitability is diminishing in the current period. The reason behind the decrease is a higher increase in the level of operating expenses.
2. Liquidity ratios:
Current ratio: (Current assets / Current liability)
2021: (100000 + 50000) / (30000) = 5:1 time
2022: (80000 + 40000) / (40000) = 3:1 time
2023: (20000 + 30000) / (50000) = 1:1 time
Interpretation: The current ratio is one of the major liquidity ratios that is used to assess the total ability of the company to meet its short-term obligations. Higher the amount of current ratio signifies a better position for the company and vice versa (Mulyadi and Sinaga, 2020). As per the computation for Seacrest Lodge, it has been determined that the current ratio of the company is decreasing. It was better and highest during 2021 i.e. at 5 times which decreased to 3 and 1 time in the next two years respectively. It indicates a decreasing liquidity position for the company. The reason behind this is a higher decrease in the level of current assets of a company as compared to current liability.
3. Solvency ratio:
Debt equity ratio: Debt / Equity
2021: (1530000 / 620000) = 2.46:1 time
2022: (1540000 / 580000) = 2.65:1 time
2023: (1550000 / 300000) = 5.17:1 time 
Interpretation: Debt equity ratio is a measure of company long term liquidity. Higher the level of D/E ratio indicates higher use of debt by company to fund their business needs (Hertina, 2021). The debt equity ratio in case of Seacrest Lodge is increasing from 2.46 times in 2021 to 5.17 times in 2023. It means that company is raising its use of debt within the operations. It may be increasing within the firm.
4. Efficiency Ratios:
Total asset turnover: Total sales / Total assets
2021: 1200000 / 2150000 = 0.55:1 time
2022: 1100000 / 2120000 = 0.519:1 time
2023: 950000 / 1850000 = 0.514:1 time
Interpretation: Total asset turnover is an efficiency ratio that signifies a company ability to generate sales using total assets available to them. Increasing total asset turnover is considered to be positive for the efficiency of the company (Patin, Rahman and Mustafa, 2020). The total asset turnover of Seacrest Lodge is decreasing from 0.55 times in 2021 to 0.51 times. The sales of the company are decreasing at a higher rate than total assets.
ii) Horizontal and vertical analysis:
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 of the income statement, it can be studied that the net income of the company will decrease by 50% between 2021 and 2022. It further decreased by a total level of -200% in 2023 as compared to 2022 levels (Anggraini, 2022). It means that the company losses are increasing at a yearly rate. In the balance sheet, the total assets of the company are decreasing during 2021-2022 and 2022-23 by -1.40% and -12.74% respectively. The current liabilities of a company are increasing at a positive rate. Shareholder’s equity is also decreasing by -48.28% in the current year (Haralayya, 2021).
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%



Interpretation: As per the vertical analysis of the income statement, the total operating expenses were 75% of total sales which increased to 115.79% in proportion to sales. It means that the total operating expenses of the company exceeded for the company. Profitability of the company decreased to -15.79% in 2023 which was positive during the year 2021 i.e., at 25%. Balance sheet vertical analysis provides that the company's total current assets are diminishing as compared to total assets (Prasoona and Reddy, 2021). While both current liabilities and non-current liabilities are changing in opposite direction at compensating rates to each other. 
iii) Trend analysis:
ARR and occupancy rate analysis:



Interpretation: The above graphical analysis for the company provides that the average room rate for the company is decreasing from 260 to 240 during 2021 and 2022. It then diminished to the level of 210 in the end of the period 2023 (Popescu, Hontus and Caratus-Stanciu, 2020). It is decreasing due to decreasing demand of rooms for the company. It is also reflected by the occupancy rate for the last 3 years which diminished from 65% to 50% in 2023. It is due to increasing competition and decreasing service quality for company.
[bookmark: _Toc167479088][bookmark: _Toc167481449][bookmark: _Hlk167479996]2. Key Reasons Behind Decline in Profitability of Seacrest Lodge 
· Increased Competition: The Seacrest Lodge runs within a highly competitive coastal market along with the various newer and higher modern resorts developing within the present era. Such competitors frequently provide efficient amenities, developed technology, and improved service to customers, which makes them appealing to higher guests who may then have selected Lodge (Panico and Cennamo, 2022). The arrival of such modern competitors carries out higher burden upon the Seacrest Lodge to update and enhance, frequently needing substantial investment, that the lodge has struggled to match with the competitive market.
· Change in customer preferences: The preferences of customers within the hospitality industry have changed, particularly due to post-pandemic. There is an expanding demand for developed experiences, modified services, and wellness-related amenities. There is the expectation of guests for higher speed networking, effective features of smart rooms, and environmental-friendly activities. However, the Seacrest Lodge has failed to stand along with such patterns and trends, resulting in higher dissatisfaction among the guests. Customers' feedbacks highlight reducing service quality and outdated amenities, therefore participating towards the deduction into the appealing of the lodge in a high manner.
· Economic Factors: The universal and domestic economy highly influences the hospitality industry. The COVID-19 pandemic, therefore, has a long-lasting impact on tourism and travel (Saleh and Abu Afifa, 2020). Even as limitations hardship, various individuals are still careful along with their traveling activities, impacting tenancy rates harmfully. On the other hand, Economic recession frequently results in decreased disposable income, leading to lesser individual spending on luxury and vacation stays. Such economic culture builds a complex situation regarding Seacrest Lodge, which depends heavily upon the vacationers for profit.
· Operational Inadequacies: The financial performance analysis highlights the inadequacies of operational activities within Seacrest Lodge. There is a decline within the net profit margin during the year 2023 up to -15.79 % in comparison to the year 2021 at 25%, which indicates increasing operating expenditures without a higher growth in profit and income (Aftab, Naveed and Hanif, 2021). Such a condition recommends bad cost management, potentially due to outdated business activities, absence of modern financial management techniques, or inappropriate availability of staffing and resource allotment. When there is a rise in operating expenditures, then the profitability automatically reduces unless revenue can hold a leap.
· Declining asset Utilization: The overall asset turnover ratio of Seacrest Lodge has declined from 0.55 in the year 2021 to 0.514 in the year 2023, which brings out insight into the lack of utilizing the assets accurately regarding the higher sales growth (Sari, Nabella and Fadlilah, 2022). Such could be because of underutilized services, like event rooms, that are not booked properly. Underutilization of assets results in the decline of the revenue and income facilities and also makes the growth within the maintenance costs without having the frequent income within Seacrest Lodge.
· Higher debt levels: The debt-to-equity ratio of Seacrest Lodge indicates a rise in the year 2023 up to 5.71 in comparison to the year 2021 at 2.46, which indicates that the lodge is highly dependent upon its debt to finance its operational activities (Sunardi, Husain and Kadim, 2020). A higher level of debt can be considered uncertain for the lodge, mainly within a reducing market, as it results in significant interest requirements which can also bring out trouble within profit creation. Such financial obstacle limits the capability of the lodge to invest in the required upgrades and marketing attempts to appeal to higher new customers.
Therefore, it is stated that the reduction in profitability of Seacrest Lodge can take place due to the combination of higher competition, movement within the preferences of customers after the impact of post-pandemic, issues of economy, operational inadequacies, higher level of debt, and various others. Determining such issues required an effective turnaround strategy emphasizing transformation, debt rearrangement, cost management, enhanced quality of service, and others to recollect customer loyalty and market share. 
[bookmark: _Toc167479089][bookmark: _Toc167481450]3. Turnaround Strategy to refresh the Lodge’s Financial Health 
1. Market Positioning and Branding
· Rebranding and Marketing Campaign: Restructuring the reputation of the lodge along with newer campaigns of branding that focus on unique coastal charm, past, and unique service. Considered social media, blogs of traveling, and influences to attract a wider customer range (Hosseinzadeh Shahri and Nematollahi Sarvestani, 2020). Focusing on environmental-friendly activities and wellness services to appeal to eco-conscious travellers.
· Targeted Promotions: Provide effective packages and discounts regarding lengthier stays, bookings in groups, and events. Partnership with travel authorities and digital travel platforms to achieve possible guest highlight loyalty programs to motivate again and again visits and reward effective customers.
2. Facility updates and transformation
· Infrastructure Investment: Allot finances to renew and update guest rooms, event opportunities, and restaurants. Integrate new facilities and services that are effective features of smart rooms, higher speed of networking, and maintainable energy solutions that are solar panels and energy-effective illumination (Bruce and et.al., 2024).
· Eco-friendly strategies: Establish environmental-friendly activities that are waste reduction, recycling facilities, and water-saving measures. Develop such strategies within marketing sources to appeal to eco-conscious users.
3. Service quality enhancement
· Employee Training Programs: Invests within an effective training program to improve employee abilities in customer service, effective hospitality management, and crisis management (Stefani and Priatmodjo, 2021). Motivate employees to offer modified services to improve the experiences of guests.
· Employee involvement and retention: Enhance employee motivation by providing competitive wages, advantages, and facilities for career development. Develop an effective working culture to deduct employees’ turnover rates and manage higher service principles.
4. Operational Efficiency
· Cost management: Carry out effective auditing of operational expenditures and determine areas under which costs can be deducted without making bargaining within the quality of service (Nyagiloh and Kilika, 2020). Transfer improved terms along with suppliers and rationalize obtaining procedures.
· Technology Incorporation: Establish developed management software regarding inventory, booking, and financial management to enhance productivity and reliability. Considered data analysis to know about the preferences and needs of customers and develop services effectively.
5. Financial Rearrangement
· Debt Management: Rearrangement of presenting debt to deduct interest payments and enhance cash flow. Transfer along with the lenders regarding effective terms or undertake refinancing facilities to reduce financial pressure (Sumarni and Hermawan, 2022).
· Revenue Modification: Enhance new revenue streams through growing event hosting abilities, providing wellness facilities, and establishing new experiences of dining. Collaborate along with domestic businesses to provide unique experiences that are guided tours, cultural events, and water sports.
6. Crisis Management Plan
· Readiness: Enhance an effective crisis management plan to manage possible disruptions that are crises of health, natural disasters, or economic recessions. Make sure employees are trained in alternative processes and communication procedures are in place to provide informed and safe measures to guests. 
[bookmark: _Toc167479090][bookmark: _Toc167481451]CONCLUSION 
	From the above report, it has been analysis that the financial health of Seacrest Lodge is decreasing due to higher competition, movements within customer preferences, economic recession, operational inadequacies, reduction in asset utilization, and other reasons. An effective Turnover state involves rebranding, infrastructure developments, improving service quality, operational productivity, financial restructuring, and an effective management plan. Establishing such measures can refresh the financial health of Seacrest Lodge, and re-establish its goodwill as a premier vacation destination, ensuring supportable expansion and profitability within a competitive market. 
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