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[bookmark: _Toc156415232]Introduction 
Financial management is the representation of how a company’s finances are handled which can help the company achieve success. The users of the reports related to external accounting can use the financial statements which are the generally accepted standards of a good accounting practice (Drury, 2021, p.151). The purpose of the report is to outline the financial performance of Seacrest Lodge. The overview will provide an analysis of Seacrest Lodge’s financial performance in the past three years. The next section will provide an identification of the key reasons behind the downfall of profitability by consideration of world events and the current UK economy. Lastly, a comprehensive turnaround strategy will be formulated for Seacrest Lodge to improve its overall profitability. 
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The theory of trend analysis can be applied to the financial statements to analyse the financial performance of the company in the last few years. The interpretation of financial statements usually involves both analysis and appraisal of the performance of a particular entity (Accaglobal, 2024). 
	Item 
	2022
	2021
	Total Change (Base year 2021)

	Revenue
	£1,100,000
	£1,200,000
	-£100,000

	Operating Expenses
	£950,000
	£900,000
	£50,000

	Net Income
	£150,000
	£300,000
	-£150,000


Table 1: Income Statement Trend Analysis of 2021 and 2022
(Source: Created by the learner)
From the above trend analysis, both the revenue and net income went through a downfall of -£100,000 and -£150,000 respectively in 2022 which portrays the percentage figure of downfall at -8.33% and -50%. This is an indication that there has been a downside in earnings due to the entry of several new resorts and customer preferences for different brands which led to a downside for the overall revenue. According to Allas et al. (2020, p.2), a fall in revenue in the company takes place when there is economic turmoil such as COVID-19 lockdown restrictions. 
	Item 
	2023
	2022
	Total Change (Base year 2022)

	Revenue
	£950,000
	£1,100,000
	-£150,000

	Operating Expenses
	£1,100,000
	£950,000
	£150,000

	Net Income
	-£150,000
	£150,000
	-£300,000


Table 2: Income Statement Trend Analysis of 2022 and 2023
(Source: Created by the learner)
There was a further downfall of revenue and net income by -£150,000 and -300,000 which is a demonstration that Seacrest Lodge saw a decline in occupancy rate and lower customer retention. The operating expenses increased by 150,000 that is from 950,000 in 2022 to 1,100,000 which is a growth of 15.79%. On the other hand, the operating expenses increased by 150,000 in 2023. Some of the factors based on which the operating expenses of a company increase are the economic conditions, changes within the industry and the downfall of the business. There can be a downside in the overall profit earnings if the customer service is not efficient (Guilding, 2014, p.8). This might be the reason for Seacrest Lodge which also resulted in the company decreasing the occupancy rate from 65% in 2021 to 50% in 2023. 
	Asset / Liability 
	2022
	2021
	Total Change (Base year 2021)

	Cash and Equivalents
	£80,000
	£100,000
	-£20,000

	Accounts Receivable
	£40,000
	£50,000
	-£10,000

	Property and Equipment
	£2,000,000
	£2,000,000
	£0

	Total Assets
	£2,120,000
	£2,150,000
	-£30,000

	Accounts Payable
	£40,000
	£30,000
	£10,000

	Long-term Debt
	£1,500,000
	£1,500,000
	£0

	Total Liabilities
	£1,540,000
	£1,530,000
	£10,000

	Equity
	£580,000
	£620,000
	-£40,000


Table 3: Balance Sheet Trend Analysis of the Years 2021 and 2022 
(Source: Created by the learner)
From the balance sheet, figures, there was a downfall of total assets and a rise in total liabilities. As an example, the cash and cash equivalents and accounts receivable decreased by -£20,000 and -£10,000 which implies that the company is not being able to manage the assets efficiently. On the other hand, there was an increase in the liability from £30,000 in 2021 to £40,000 in 2022. A rise in liability is a demonstration that the company has acquired more debt obligations in comparison to what was due to finance its operations. This also resulted in the rise of operating costs in the company. 
	Asset / Liability 
	2023
	2022
	Total Change (Base year 2022)

	Cash and Equivalents
	£20,000
	£80,000
	-£60000

	Accounts Receivable
	£30,000
	£40,000
	-£10000

	Property and Equipment
	£1,800,000
	£2,000,000
	-£200,000

	Total Assets
	£1,850,000
	£2,120,000
	-£270,000

	Accounts Payable
	£50,000
	£40,000
	£10,000

	Long-term Debt
	£1,500,000
	£1,500,000
	0

	Total Liabilities
	£1,550,000
	£1,540,000
	£10,000

	Equity
	£300,000
	£580,000
	-£280,000


Table 4: Balance Sheet Trend Analysis of the Years 2022 and 2023 
(Source: Created by the learner)
Similar to the balance sheet analysed in Table 3, the above balance sheet saw a downside in total assets by -£270,000 which is a % downfall of -12.74%. As per the statement of Biondi and Graeff (2020, p.17), shareholder equity significantly decreases due to the rise of the financial crisis. Relative to the operations of Seacrest Lodge, the rise of inflation due to the Russia-Ukraine war resulted in the fall of shareholder’s equity from £580,000 in 2022 to £300,000 in 2023. This was also followed by a rise in total liabilities at £10,000 which indicates that the operating expenses have been constantly high which compelled the management team of Seacrest Lodge to borrow more loans to finance its operations. 
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One of the major reasons for the downfall of profitability is the business not being managed properly. This usually results due to a declination of sales which also leads to lower revenue for the company. Another aspect is the poor pricing laid by the company that led to lower profits which were lower than the expectations. This was evidenced due to the fall in the average room rate from £260 in 2021 to £240 in 2022 and finally reaching £210 in 2023. This also resulted in the downfall of occupancy levels from 65% in 2021 to 60% in 2022 to 50% in 2023. A downfall of occupancy levels and average room rates resulted in a fall in the income levels from £300,000 in 2021 to -£150,000 in 2022. This demonstrates that there have been higher levels of loss incurred by the company which resulted in higher employee turnover and outdated amenities along with a downgrade in the quality of the services. As of 2021, the total number of enterprises in the UK hospitality sector is 9.9 thousand (Statista, 2024). This implies that the hospitality sector is highly competitive and there was a reduction in the overall customer for Seacrest Lodge. 
Another reason for the fall in customer service from 2021 to 2022 for Seacrest Lodge is the rise in inflation. The inflation rate in the UK peaked at 11% from 2021 to 2022 which was recorded to be the highest inflation in the decade (Bankofengland, 2024). To increase sales, the company reduced its ARR from £260 in 2021 to £210 in 2023 during the onset of high inflation in the global market. However, this negatively impacted the company since sales for the company decreased significantly thus leading to lower revenue. 
Due to the onset of the pandemic, the hospitality businesses demonstrated a tracker score of 36.3 (below 50 indicates the business is contracting) as of October 2022 which dropped from 38.5 in September 2022 (Banfield-Nwachi, 2022). This was one of the major reasons for the downfall of profitability which led to a downfall in the overall customer base. The entire hotel industry faced the negative impacts of covid-19 pandemic where the impact was huge and unpredictable which also resulted in decisions being implemented to shut down hotels. At the onset of the global crisis, Seacrest Hotel faced a downside in their overall services due to which the company was not able to reach a wider customer base. Another problem was the higher employee turnover due to the fall in GDP. As a piece of evidence, there was an estimation of the fall of monthly GDP by 0.3% in October 2023 despite a rise of GDP in September 2023 by 0.2% (Ons, 2024). A fall in GDP resulted in the company losing its productivity due to fewer opportunities for the employees. As a result, the employees left the job thus reducing the overall sales for the company. 
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· Building Guest Loyalty: Some of the benefits that hospitality companies achieve in building proper guest loyalty is bringing improvement to the overall customer loyalty, providing excellent customer service and asking for customer feedback. This can result in a higher return on investment. There are three possible strategies to increase the company’s Return on Investment. Those three strategies are to increase the overall revenue, make reductions to the overall expenses and reduction of assets (Seal, 2019, p.286). As an example, the market size of the hotel industry as of 2022 was valued at £16.42 billion in comparison to the valuation observed in 2021 at £11.28 billion (Statista, 2024). This can create a lot of opportunities for the company in the long run since the growth of revenue in the hotel industry is responsible for enhancing the business’ practices which can help the company improve their operations in the long run. This can also increase the satisfaction rate of the customers thus leading to a higher customer base. 
· Reducing utility expenses: Reducing utility expenses such as electricity consumption can be done by shifting to low-power electrical appliances. This might require more investment in the short-term but will decrease the total costs for the company in the long run. This can be done through responsible accounting practices by Seacrest Lodge to ensure that the basic requirements of the guests are being met. Responsible accounting measures can also be implemented which can provide insight into the overall control of costs and the measurement of performance (Drury, 2021, p.36). Responsible accounting is one of the efficient ways through which the performance levels of employees can be thoroughly regulated. 
· Focusing on boosting the occupancy rates: In terms of boosting the occupancy rate, the revenue management technique can be used by the resort to optimise both the occupancy of rooms and ensure that maximum revenue is earned from the operations. This can be implemented by Seacrest Lodge to ensure that the right service is provided to the customer at the right time. There are several aspects related to occupancy rates in the hotels including the quality of the service, rules and regulations, demographic factors and architectural characteristics (Al Fahmawee and Jawabreh, 2022, p.532). These are the characteristics that need to be focused on to ensure that the occupancy rates are higher and that the total incurred costs are under control. 
· Boosting the service quality: To improve service quality, the company needs to set clearer service standards, hire the right staff and provide regular training. This will also help Seacrest Lodge in providing a streamlined customer experience. More investment in technology can also help the company in the personalisation of the services provided to the guests and fostering a culture of teamwork. Service improvement can also act as a competitive advantage for the company which will allow the company to achieve more customer base and thus higher revenues. This can also create positive reviews for Seacrest Lodge can keep the value of the services at its highest possible levels. 
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Providing an improvement to guest loyalty and enhancing service quality are some of the efficient measures through which Seacrest Lodge can improve their profits and revenue. This will also help them in gaining a higher customer base and greater competitive advantage. From the findings of this report, it can be outlined that Seacrest Lodge saw a downfall in revenue and profits but increased its expenses which also resulted in a fall in occupancy rates. This was due to the rise in inflation due to the Russia-Ukraine war and the slight fall in GDP. Therefore, to improve on these challenges, it was necessary to improve the service quality which will result in the rise of occupancy rates within Seacrest Lodge. 
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