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1. [bookmark: _Toc158901307]Introduction
Financial management is one kind of business activity that is concerned with planning, raising funds, controlling, managing, administering, and the procurement of funds utilized in the business (Atrill & McLaney, 2021). This report will explore the financial management of a lodge, namely the Seacrest, that has several facilities including a restaurant, bar, and so on. In the coastline area, it provides its guests with a place of relaxation and luxurious items. This report will analyze the recent financial performance of this lodge which has been experiencing complexities in this field. Likewise, the revenue was in the decline significantly and for this, the lodge will need to adopt a comprehensive turnaround strategy considering the future viability of the business. This report will indulge in analyzing the financial performance considering three consecutive financial periods. Then, the key reasons behind such decline in profitability as well as a comprehensive turnaround strategy will be developed that will aim to revitalize the lodge’s financial health and restore its brand value. In this case, different activities of financial management will be considered. For instance, planning and budgeting will be envisaged. Besides, allocation of funds, accounting concepts, reporting, and monitoring will be considered following the overall requirements of the Seacrest Lodge’s case study and requirement. 

2. [bookmark: _Toc158901308]Analyzing the financial performance  
Financial performance is one kind of subjective measure that estimates how well a business can utilize assets from its primary mode of business as well as generate revenues. When it comes to financial performance analysis, a business’s statement needs to be analyzed efficiently which requires the process of analyzing a company’s financial statement to adopt an appropriate decision for the business (Powell, 2023). In this case, different forms of analysis are going to be assessed that will uphold the overall financial performance of the Seacrest Lodge. Such as:
Horizontal analysis
This sort of analysis requires financial terms and numerical values found in the financial statement of the business over different financial periods and for this, the changes need to be identified first that can present the overall financial scenario of the business (Scott, 2021). That is why the changes over the periods of different items found in the financial statement of the Seacrest Lodge are going to be depicted in a line chart. It looks like this:

Figure 1: Horizontal analysis.
Source: Self-made
In this figure, it can be observed that revenues, net income, cash and cash equivalent, account receivables, and PPE fell significantly. In this field, these are the crucial components that indicate the company’s profitability or financial position. Among all, its net income, cash and cash equivalent assets, and accounts receivable emerged from the credit sales or suppliers have been decreasing significantly since 2020. The changes in revenue were negative and they are -8.3% and -13.6%; following these changes, the net income of the Seacrest Lodge changed by -50% and -200%. In this case, the rise of operating expenses is the main reason for these adverse effects, as operating expenses increased by 5.6% and 15.8% in 2022 and 2023 respectively. In the balance sheet, cash and cash equivalents experienced 12 times more negative changes in 2023 than in 2022. Though there was no change in PPE in 2022, this item decreased by 11.1% in 2023. Despite being decreased, expenses and liabilities of the Seacrest experienced positive changes that affected the overall performance of this Lodge in the hotel sector. 
Vertical analysis
This kind of analysis requires analyzing and comparing two or more of the same types of businesses belonging to the same industry over a specific financial period (Scott, 2021). That means vertical analysis insists on comparing a company’s financial performance with another business in the same industry. 
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From the external analysis, the main competitor of the Seacrest Lodge in the market is the Wood Hotel Inn (Working at Seacrest Group | Glassdoor 2024). To compare their profit or loss condition as well as financial position, the most recent financial period is selected. In this case, the main components are highlighted in bold form. Likewise, the net income of the Seacrest Lodge is found negative, which was mainly a net loss for this, -150,000. On the other hand, Wood Hotel generated net income for itself in 2023 because it maintained operational expenses in proportion with the sales revenue. The total assets of Seacrest were quite high, though liability and equity indicate the same level. In comparison, the total assets of Wood Hotel Inn are less than the total assets of the Seacrest Lodge. Following its total liabilities and equity are also less than the Seacrest. As Seacrest’s total assets are worthier than Wood Hotel, its overall financial position is in a higher position. Due to the increase in operational expenses significantly, it experienced a net loss during 2023. 
Ratio analysis
This is one of the most prevalent analysis tools considered by all sorts of businesses while evaluating their financial performance over the period (Scott, 2021). In this case, divergent kinds of ratios are considered that highlight different financial aspects of a business, like the Seacrest Lodge. For example, profitability ratio includes gross profit margin, operating profit margin, net income margin, and so on. 
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Considering the available financial data of the Seacrest Lodge in the financial statements, the profitability, liquidity, and leverage conditions of the business are going to be discussed. Such as:
Profitability: The net profit margin is calculated by dividing net profit by sales (Wild et al., 2022). In this case, 2021 was the best year for the Seacrest Lodge, as this resort generated a positive and higher profit margin which was 25%. However, this profit margin decreased significantly to 13.64% and it became negative, which was the worst net profit margin ever till now. Then, the return on assets was calculated by dividing the profit after tax by the total assets in which the ROA of the Seacrest Lodge has been deteriorating since 2022, as the ROA was 2 times less than the previous where it became negative in 2023. Similarly, return on equity is calculated by dividing profit after tax by the total equity of the business. In this field, it followed the same trend that was found in ROA, as 2023 was the worst year for this business. 
Liquidity: This requires those ratios that help find the liquid status of the business (Winfield et al., 2021). Considering the available data in the financial statements of the Seacrest Lodge, only the current ratio can be calculated. This current ratio was calculated by dividing the business’s current assets by the current liabilities. In this case, 2:1 is the ideal current ratio that a business needs to maintain. Considering this, the current ratio of the Seacrest Lodge was 5:1 in 2021 indicating a greater liquidity of the business. However, the decline over the financial periods, especially in 2023, experienced the worst situation ever, as its current ratio became 1:1. 
Efficiency: Some financial ratios are used for presenting a business’s efficiency in its overall business operation. For instance, receivable turnover and asset turnover are also prominent. In the case of the receivable turnover ratio, credit sales are divided by account receivables (Ruvins, 2023). In this case, this ratio has been increasing over the financial periods. A high account receivable turnover ratio indicates that credit management, especially the collections of businesses like the Seacrest Lodge, is efficient. Then, total asset turnover highlights the efficiency of a business’s assets, especially in the case of generating revenues or sales. In this case, it has been maintaining the same position indicating that the business has been generating the same level of revenues over its total assets. 
Financial leverage: In this case, the debt ratio has been calculated indicating the business’s level of debt relative to the assets of the business. A higher financial leverage ratio highlights that a business indulges in utilizing debt to finance its assets and operations (Atrill & McLaney, 2021). From the calculation, it is observed that the financial leverage of Seacrest has been increasing; that means the business has been raising the level of using the debt to finance the assets, as the volatility of the business has also been increasing. 

3. [bookmark: _Toc158901309]Key reasons for the decline in profitability
From the analysis conducted in the previous section, it is found that the profitability of the Seacrest Lodge kept declining over the consecutive financial periods. Now, the reasons for this decline are going to be assessed. 
Increase of operational costs: In the horizontal analysis, it is found that the changes in operational costs have been increasing significantly that have a major effect on the net income of the business, as the hotel’s net income is found from the difference between net sales and operational costs (Atrill & McLaney, 2021). Though both sales revenue and operational costs have been increasing, operational costs increased at a higher margin than sales volume. That is why Seacrest experienced a net loss in 2023. 
A decline in accounts receivable: This decline means that credit sales also decrease. Account receivables are current assets that can be converted into cash inflow following the period. Though it is expected that the hotel would have retrieved cash payments for all its credit purchases, there was no potential effect of such a decline. In this field, more cash will enter the business from the customers paying off their credit accounts. Rather, net earnings became a net loss in 2023. 
Decrease in the average room rate and occupancy rate: It is the average room rate that is considered a financial metric highlighting the average price for each room in the hotel. Besides, it also provides a significant pricing strategy contributing significantly. So, the decline in the average room rate over the room is one of the major reasons for the adverse profitable situation of the business (Walker, 2021). Then, the occupancy rate indicates the availability of rooms in a hotel, like the Seacrest Hotel. The decline in the percentage of occupancy rate of the Seacrest Lodge highlights that there was something wrong and for this, hotel rooms are not available. This may occur due to the choice of location, hotel service and its quality, local competition, customer segmentation, and market demand. 


4. [bookmark: _Toc158901310]A comprehensive turnaround strategy 
This turnaround strategy is considered when a business intends to overcome all complexities and revitalize the lodge’s financial health (Drake & Fabozzi, 2012). Considering the above analysis and exploration of key reasons behind such a situation, a comprehensive turnaround strategy is going to be represented below:
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Determining the growth of the average room and occupancy rate, total revenue and its growth has been forecasted. It is expected that such a determination will help to obtain a positive outcome in the field of the hotel’s profitability. From 2024 to 2027, its net profit margin will range from 60%-72.5%. So, the turnaround strategies to implement these issues are going to be presented below:
· The Seacrest Lodge should focus on developing the standards, quality, and efficiency of room service. Considering the market demand, modern technology and equipment should be added. 
· It should also follow the market trends and competitive pricing and strategies so that it can keep pace with the existing competition in the market. 

5. [bookmark: _Toc158901311]Conclusion
After all, it can be stated that the Seacrest Lodge’s profitability has been decreasing significantly. From the analysis, different financial analysis tools including horizontal, vertical, and ratio analyses, similar outcomes have been obtained. Then, key reasons include the increase in operational expenses, decline in account receivables, average room rate, and occupancy rate. Based on overall analysis and findings, turnaround strategies have been presented. 
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Horizontal analysis

2022	Revenue	Operating expenses	Net income	Cash and equivalents	Accounts receivable	Property and equipment	Accounts payable	Long-term debt	-8.3333333333333329E-2	5.5555555555555552E-2	-0.5	-0.25	-0.25	0	0.25	0	2023	Revenue	Operating expenses	Net income	Cash and equivalents	Accounts receivable	Property and equipment	Accounts payable	Long-term debt	-0.13636363636363635	0.15789473684210525	-2	-3	-0.33333333333333331	-0.1111111111111111	0.2	0	
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Financial ratios Formulas  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

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%
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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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Income statement 2023 The Seacrest Lodge | Wood Hotel Inn
Revenue 950000 1100000
Operating expenses 1100000 850000
Net income -150000 250000
Balance sheet 2023
Asset/liability
Cash and equivalents 20000 45000
Accounts receivable 30000 35000
Property and equipment 1800000 1500000
Total Assets 1850000 1580000
Accounts payable 50000 30000
Long-term debt 1500000 1200000
Total liabilities 1550000 1230000
Equity 300000 350000
Total liabilities and
equity 1850000 1580000
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