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[bookmark: _m72l2qltrkee]Introduction
This project will discuss various financial aspects of The Seacrest Lodge company. For that reason, various kinds of financial analysis will be performed in this project. For that reason, the first segment will provide the key introduction to the company. In the next section of the project, the analysis of the financial condition over the period will be done. This analysis will be done by estimating various kinds of financial analysis, which will be based on the financial statements of The Seacrest Lodge for years. In the next section, the analysis of the reasons that are responsible for the decline of the company's financial performance will be shown. In the last segment, the analysis of the forecasting of the financial condition of the company will be demonstrated. 
[bookmark: _ex9rmn6sfo07]Main body 
[bookmark: _90bxjbvr2fhd]About the Seacrest Lodge.
As the name suggests, The Seacrest Lodge is one of the key businesses that is operating in the traveling and tourism section. This also includes that the company has moderate popularity among its customers in the market. Due to that, the company's hotels received about three stars for their facilities. The hotel has also served its customers for over 40 years. Due to that, the company is well known among its customers in the market. The hotel of the company is also well known for its accommodation facilities, and the atmosphere of the rooms. The rooms of the company are also equipped with modern technologies, which also include a Wi-Fi facility for its guests. The potential customers of the company are individual travelers, families, and small groups. However, the company also serves a wide range of customers in the market (Lodge, 2024). However, the previously mentioned groups are the most common customers in the company. The company also owned private beaches, which are only open to its customers. Because of that, the company can attract a higher number of customers to their facilities. The company also has a wide range of room options. Due to that, the customers can select their rooms according to their needs. The financial analysis of the company is performed below.
[bookmark: _4nah58s1no32]Analysis of the financial performance of The Seacrest Lodge.
[bookmark: _u3li6jdc22vs]Analysis of ratios:-
a. Net profit margin ratio:-
[image: ]
The given ratio is a financial matrix, which is used by an organization to understand its core profitability in a business. In simpler words, this calculation is done to understand the profit-producing capability of a company from its generated sales. The calculation process of this aspect is (Net Income/ Net sales)% (Team, 2023). As per the above figure, Seacrest Lodge's has a negative profitability in 2023.
b. Current ratio:-
[image: ]
The analysis of the current ratio is meant to understand the liquidity position of a business over the period (Wild, 2018). Because of that, this estimation can overview the change in the capability of paying short-term obligations for a business. The formula of this calculation is (Current assets/ Current debts) (Indeed, 2023b). In this estimation, the liquidity of the company has significantly reduced. 
c. Debt to Equity ratio:-
[image: ]
This analysis is conducted to understand the leverage of a business in an accounting period (Khalaf, 2024). Under this ratio, the total long-term debt of a business is compared with its total equity. A lower ratio indicates a lower financial risk for a company. As per this calculation, the company has higher financial leverage in 2023.
d. Accounts receivable ratio:-
[image: ]
The accounts receivable days calculate the number of times a company receives payment from its sundry recovery. In this calculation, the payment days are calculated. A lower payment date is equal to a higher collection of payments from debtors (Luther, 2024). The lowest period can be observed in the 2023 period in the company. 
[bookmark: _t5zfxhhc1vfg]Comparison of the financial ratios of The Seacrest Lodge:-
[image: ]
The above statement shows the changes in the financial condition of the company over the period. As per this calculation, the net profitability in 2023 is recorded as -15.79 percent. The result is not favorable for the company. It also indicates a reduction in the net profitability in this period. The current ratio is also stated as 1.67:1 in 2023. According to this result, the liquidity balance of the company is reduced over the period, which is also not favorable for the company. The debt-to-equity calculation also stated that the overall financial leverage is increased in the business, which also indicates a higher financial risk in the company in 2023. The account receivable period is also reduced in 2023, which indicates a higher frequency of receiving payments from the tread receivers. 
[bookmark: _dy162zxkwujk]Analysis of absorption costing:-
[image: ]
The aspect of absorption costing is a method of cost accounting that is widely used for providing the cost balance of the products. This calculation is also done by using the guidance of GAAP (Drury, 2021). This calculation estimates all the costs that are associated with the manufacturing activities of a company (Jenkins, 2024). By doing that, the calculation allocates the rate of fixed and variable overhead charges to the unit produced by the manufacturing process. As a result, this calculation is essential for a company to determine the unit cost of production. In this case, the unit cost of the rooms of the company has been reduced in the latest accounting period.
[bookmark: _u932ts3112wh]Reasons for the decline in the market profitability of The Seacrest Lodge.
In the above segment, the analysis of the financial condition of the company is presented. From that, the company has a decline in the financial performance in the current period. The causes of this are discussed below.
a. [bookmark: _qp1zlfdqn0o7]Impact of Brexit on the UK industry.
The aspect of Brexit is one of the most recent economic events in the UK economy. It has many different effects on the economy. This also includes the activities of treading, which is also reduced by this economic event (Stoupos and Kiohos, 2021). During this period, the overall trading had significantly reduced, and this also resulted in a higher rate of job loss in the UK market. The same kinds of effects can be observed in the hotel industry of the UK. In other terms, the UK economy faced a staff shortage in their economic activities during this period. According to different kinds of reports, the overall staffing had reduced by 25 percent during this period (Grenside, 2024). Because of that, Seacrest Lodge also faced a shortage of staff members in their operational activities. Because of that, the operational cost increased during this period. 
b. [bookmark: _d7823n7iz8vh]Impact of Ukraine war on the UK industry.
The war in Ukraine is also one of the most recent economic events in the global economy. This economic event also has an impact on the UK markets. Because of this particular event, the supply of crude oil was significantly increased (Darvas and Martins, 2022). This increased the price index of energy and oil in the market. This event also has an impact on the UK hotel industry. Due to this event, the price of food had significantly increased in the market of the UK (Coe et al., 2022). As a result, the decline in the purchasing capacity of the customers can be observed in the economy. As a result, the cost of operations also increased in the hotel sector during this economic event. Seacrest Lodge is not an exception. During this period, the company also faced a decline in sales due to the decline in the purchasing power of the customers in the industry. 
c. [bookmark: _oseeu1fk2pxw]Increment in market competitors.
The increment in the market competition is also one of the key causes of the reduction in market popularity in the market. This is true for most of the industries. The UK hotel industry is not an exception. The market contains many different companies. Some of the largest companies in the market are Travelog, Holiday Inn, and many more. The market popularity index of the companies is given below.
[image: ]
This figure represents the popularity index of the hotel companies in the UK. From that, the companies in the UK market have a higher market popularity in 2023. The highest market popularity can be observed in Premier Inn, which is about 70 percent (Research Department, 2023). Due to the decline in the popularity index Seacrest Lodge has also faced a decline in the net revenue. 
d. [bookmark: _6bzgv6y9pipj]Change in customer preference.
The decline in business profitability and sales can be caused by many different reasons. One such thing is the poor customer experience. In simpler terms, if a company fails to satisfy its customers by its products or services then the overall sales (Mage Plaza, 2024). This also changes the preference of the customer towards the company. Because of that, a poor customer experience can be counted as one of the key causes of the decline in market sales of the company. A similar kind of problem can be observed in the Seacrest Lodge company. In simpler terms, the company has a poor customer experience, which is according to the customer review of the company (Sykes Cottages, 2024). As a result, this aspect can alter the preference of the customer in the market. Because of that, this can also be counted as one of the key causes of the decline in market profitability and sales of the company. 
[bookmark: _n2ub9cvdhshc]The strategies for improving the business performance.
From the above analysis, it can be observed that the company's lower sales performance over the period is due to many different causes. Due to that, the company has to improve its budgetary and sales performance in the upcoming accounting periods. By doing that the company will increase its brand reputation in the market. The plans for achieving this are discussed below.
a. [bookmark: _tkomndwvez1s]Improvement in sales performance:-
For a hospitality business improving the performance of a business is essential. To do that, hospitality companies have to increase their efficiency to maximize business profitability and sales (Jagels, 2007). The Seacrest Lodge is not an exception. Some of the ways to boost the sales of a business are given as follows.
Increasing average sales:- Increasing the average sales level is one of the best ways to increase the sales volume in an organization. It means that companies can increase their average sales to increase their average sales (Indeed, 2023a). This also does not require any increment in the sales per unit or creating market leads. For that reason, Seacrest Lodge can also use this method to improve their market sales. 
Increasing the average inventory days:- The improvement in the inventory days is also one of the keyways to boost the market sales of a business. Under this aspect, a company has to increase its average sales period to generate frequent revenue for the business (Indeed, 2023a). Therefore, the Seacrest Lodge can also utilize this method to improve its market sales frequency. 
Improvement in customer service:- Improvement in the customer experience has a direct impact on the sales performance of a company. Due to that, a company can improve its customer service plans to improve its market sales (Indeed, 2023a). This method is also applicable to Seacrest Lodge, where the company can boost its market sales by improving its customer service plans. 
b. [bookmark: _95jajgp4xyyp]Improvement in the budgetary performance:-
The improvement in budgetary planning is also one of the keyways to improving the performance of a company. This is also essential for improving the sales and profitability aspects of a company. This aspect is also helpful for a company to meet its social needs in the market (Tzenios et al., 2022). For that reason, a company can use the rolling forecast method in their budgeting work. By using this method, a company can upgrade or adjust their budgetary plans according to the current needs and requirements of the company. Because of that, this method creates a more flexible budgetary forecast for a company (Spendesk, 2024). Due to that, the Seacrest Lodge company can also use this method to reduce its business costs and improve its business performance. The preparation of the budgetary planning of the company is completed below. 
c. [bookmark: _53uijcedob]Budgetary planning and future business performance:-
[image: ]
The above-given figure represents the budgetary plan for the company for the upcoming twelve months. By following this budgetary planning, the company can improve its overall financial performance in the market. This also helps the company to maintain its liquidity balance, which declined in 2023.
[bookmark: _x3jpvknoqce4]Conclusion
This report summarized that the analysis of all the different financial aspects of The Seacrest Lodge was completed. This includes the analysis of the financial ratios and absorption costing, which also describe the decline in the performance of the company. After that the analysis of the causes of the decline of the profitability in the company. The plan for improving the financial condition of the business was presented in this report. 

[bookmark: _fs1f5ns3af8v]References 
Coe, S. et al. (2022) The effect of the war in Ukraine on UK farming and food production, researchbriefings.files.parliament.uk. Available at: https://researchbriefings.files.parliament.uk/documents/CDP-2022-0147/CDP-2022-0147.pdf (Accessed: 24 January 2024). 
Darvas, Z.M. and Martins, C., (2022). The impact of Ukraine crisis on international trade. Bruegel. https://www.sipotra.it/wp-content/uploads/2023/01/THE-IMPACT-OF-THE-UKRAINE-CRISIS-ON-INTERNATIONAL-TRADE.pdf.
Drury, C.M., (2021). Management and cost accounting. Springer. https://books.google.com/books?hl=en&lr=&id=l2gFCAAAQBAJ&oi=fnd&pg=PA2&dq=Drury+C+(2021)+(11th+Ed)+Management+and+Cost+Accounting,++London,+Prentice+Hall&ots=EvwgvzqFuZ&sig=PYAIwiG6dlWbMjywQAYyawnFRXY.
Grenside, J. (2024) Brexit impact, How Brexit has Impacted Hospitality | The Access Group. Available at: https://www.theaccessgroup.com/en-gb/hospitality/resources/hospitality-staff-and-hr-resources/brexit-impact/#:~:text=A%20report%20carried%20out%20by,June%202019%20and%20June%202021. (Accessed: 24 January 2024). 
Indeed. (2023a) 36 tips for achieving sales goals and improving performance. Available at: https://www.indeed.com/career-advice/career-development/achieving-sales-goals (Accessed: 24 January 2024). 
Indeed. (2023b) What is the current ratio? (with definition and examples) - indeed. Available at: https://www.indeed.com/career-advice/career-development/current-ratio (Accessed: 24 January 2024). 
Jagels, M. (2007) Hospitality Management Accounting, London, Wiley.
Jenkins, A. (2024) What is absorption costing? Oracle NetSuite. Available at: https://www.netsuite.com/portal/resource/articles/accounting/absorption-costing.shtml (Accessed: 24 January 2024). 
Khalaf, R. (2024) Banks are not a special case on debt-equity ratio. Available at: https://www.ft.com/content/25e34b6c-befb-11e2-87ff-00144feab7de (Accessed: 24 January 2024). 
Lodge, T.S.C. (2024) Home - The Sea Crest, guest accommodation in Morecambe, Home - The Sea Crest, Guest Accommodation in Morecambe. Available at: https://www.seacrest-hotel.co.uk/ (Accessed: 24 January 2024). 
Luther, D. (2024) Top efficiency ratios: Operational, asset, inventory and more, Oracle NetSuite. Available at: https://www.netsuite.com/portal/resource/articles/accounting/efficiency-ratios.shtml (Accessed: 24 January 2024). 
Mage plaza. (2024) Low sales: Reasons & solutions for your business, Mage Plaza. Available at: https://www.mageplaza.com/insights/reasons-for-low-sales.html (Accessed: 24 January 2024). 
Research Department, S. (2023) Most Popular Hotel Brands UK 2023, Statista. Available at: https://www.statista.com/statistics/951262/most-popular-hotel-brands-uk/ (Accessed: 24 January 2024). 
Spendesk. (2024) Rolling forecast: Definition & comparison with annual budgets, Spendesk. Available at: https://www.spendesk.com/en-eu/glossary/rolling-forecast/ (Accessed: 24 January 2024).
Stoupos, N. and Kiohos, A., (2021). BREXIT referendum’s impact on the financial markets in the UK. Review of World Economics, 157(1), pp.1-19. https://link.springer.com/article/10.1007/s10290-020-00393-z.
Sykes Cottages. (2024) Seacrest Lodge, Sykes Cottages. Available at: https://www.sykescottages.co.uk/cottage/North-York-Moors-Coast-Eastfield/Seacrest-Lodge-931230.html#:~:text=Not%20adequate%20pots%20cooking%20facilities%20for%20the,not%20fitting%20properly.%20So%20hard%20to%20cook. (Accessed: 24 January 2024). 
Team, C.F.I. (2023) Net profit margin, Corporate Finance Institute. Available at: https://corporatefinanceinstitute.com/resources/accounting/net-profit-margin-formula/ (Accessed: 24 January 2024). 
Tzenios, N., FRSPH, F. and FWAMS, F., (2022). BUDGET MANAGEMENT FOR THE NON-PROFIT ORGANIZATION. International Journal of Global Economic Light, 8(6), pp.9-13. http://www.eprajournals.net/index.php/JGEL/article/view/1256.
Wild, J.J., (2018). Fundamental accounting principles. McGraw-Hill. https://thuvienso.hoasen.edu.vn/handle/123456789/10478.

image3.png
In the Books of The Seacrest Lodge

Calculation of Debt to Equity ratio

2021 2022 2023
Particulars
Amount (£) | Amount (£) | Amount (§)
Long-term Debt £1,500,000 | £1,500,000 | £1,500,000
Equity £620,000 £580,000 £300,000
Debt to Equity ratio 2.42 2.59 5.00

(Long-term debt/ Equity)
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In the Books of The Seacrest Lodge

Calculation of Accounts receivable ratio

2021 2022 2023
Particulars
Amount (£) | Amount (£) | Amount (§)
Accounts receivable £50,000 £40,000 £30,000
Sales £1,200,000 | £1,100,000 | £950,000
Accounts receivable ratio| 1521 13.27 1153

(Accounts Receivable / Total Sales)*363
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In the Books of The Seacrest Lodge

Comparison of financial ratio

Particulars 2021 2022 2023 Comment on 2023 results
Net Profit ratio 25.00% 13.64% -15.79% Decrease
Current Ratio 5.00 4.00 1.67 Decrease
Debt to Equity ratio 242 2.59 5.00 Decrease
Accounts receivable ratio 1521 1327 11.53 Decrease
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In the Books of The Seacrest Lodge

Absorbation costing

Particulars 2021 2022 2023
Operating Expenses £900,000 £950,000 | £1,100,000
Occupancy Rate 65% 60% 50%

Absorbation costing per renal room | £585,000 | £3570,000 | £550,000

(Operating Expenses/ Occupancy Rate)





image7.png
Premier Inn

Hilton

Travelodge

Holiday Inn

‘Walt Disney Parks and Resorts

Ritz

savoy Hotel

Marriott

Haven Holidays

Butlins

Ibis

Four Seasons Hotels

Best Western

Champneys

Radisson

10%

20%

20% 0%

‘Share of respondents

50%

60%

70%

80%




image8.png
In the Books of The Seacrest Lodge

Budgetary plan for Next 12 months

Particulars January | February March April May June July August | September | October | November | December Total
Opening Cash Balance £0 £1.825 £407 £3.302 £13,027 £15,142 £12,522 £120.002 | £119.676 | £117.431 £101,821 £86.401 £591,556
Cash Inflow
Cash Revenue £18.450 £15,520 £19.450 £25.650 £18,750 £18,500 £114,500 £16,540 £14.750 £5.400 £5.600 £14.750 £287.860
Credit Revenue £1.845 £1.552 £1.945 £2.565 £1.875 £1.850 £11.450 £1.654 £1475 £540 £560 £1475 £28,786
Total Cash Inflow £20,205 £18,807 £21.802 £31.517 £33,652 £35.492 £138472 | £138.196 | £135.901 | £123.371 | £107.981 | £102.626 | £908.202
Cash Outflow
Payment of salaries £14,500 £14,500 £14,500 £14,500 £14,500 £14,500 £14,500 £14,500 £14,500 £17,500 £17,500 £17,500 £183,000
Cost of Advertisement £1.250 £1.250 £1.250 £1.250 £1.250 £1.250 £1.250 £1.250 £1.250 £1.250 £1.250 £1.250 £15,000
Payment of rent £0 £0 £0 £0 £0 £4.500 £0 £0 £0 £0 £0 £4.500 £9.000
Payment of commission £120 £140 £150 £140 £160 £120 £120 £170 £120 £200 £230 £140 £1.810
Repairs and maintenance £650 £650 £650 £650 £650 £650 £650 £650 £650 £650 £650 £650 £7.800
Stock £750 £750 £750 £750 £750 £750 £750 £750 £750 £750 £750 £750 £9.000
Purchase of Supplies £1.200 £1.200 £1.200 £1.200 £1.200 £1.200 £1.200 £1.200 £1.200 £1.200 £1.200 £1.200 £14.400
Total Cash Outflow’ £18470 £18.490 £18,500 £18.490 £18.510 £22,970 £18470 £18.520 £18470 £21,550 £21,580 £25,990 £240,010
Total Cash flow (In - Out) | £1,825 £407 £3,302 £13,027 £15,142 £12,522 £120,002 | £119,676 | £117431 | £101,821 £86,401 £76,636 £668.192
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In the Books of The Seacrest Lodge

Calculation of Net Profit ratio

2021 2022 2023
Particulars
Amount (£) | Amount (£) | Amount (§)
Net Income £300,000 £150,000 | -£150,000
Revenue £1,200,000 | £1,100,000 | £950,000
Net Profit Ratio 25.00% 13.64% -15.79%

(Net income! Total sales)*100
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In the Books of The Seacrest Lodge

Calculation of Current ratio

Particulars 2021 2022 2023
Amount (£) | Amount (£) | Amount (§)
Current Assets
Cash and Equivalents £100,000 £80,000 £20,000
Accounts Receivable £50,000 £40,000 £30,000
Total Current Assets £150,000 | £120,000 £50,000
Current Liabilities
Accounts Payable £30,000 £40,000 £50,000
Total Current Liabilities | £30,000 £30,000 £30,000
Current Ratio 5.00 4.00 1.67

(Current Assets/ Current Debts)





