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[bookmark: _Toc157471973]Introduction 
After years of being a successful hotel business, Serious financial difficulties have been faced by the Seacrest Lodge in the recent three-year period which is 2021 to 2023. A troublesome decline in sales, profitability and financial statements can be noticed from 2021 to 2023. This is shown by analysis, which is exacerbated by growing operational costs. Furthermore, Consumer tastes have shifted away from Seacrest Lodge as a result of the competitive environment changing and newer, more contemporary lodges grabbing market share. Its additional information also shows that its ARR and Occupancy rate have been decreasing over the past few years. This is a matter of huge concern. This introduction sets the groundwork for a more thorough analysis of Seacrest Lodge's financial situation, looking at the fundamental reasons for its decline and suggesting tactical solutions to buck the trend.
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[bookmark: _Toc157471975]Evaluating Income Statement (2021-2023)
As per the analysis of its income statement from the financial 2020-21 to 2022-23. It has been seen that the sales decreased in the year 2022 to 1100000 from 1200000 in the year 2021 and then further declined to 950000 pounds value in the year 2023. In the case of Operating expenses, the cost has been increasing inverse of the sales. It has been increasing from £9,000,000 in the year 2023 (Financial Edge, 2021). The major reason behind this could be the high maintenance of the lodge. But as the preferences of the consumers are gradually shifting towards several newer generated lodges and resorts which are more modern and outdated amenities and poor service quality ratings have resulted in lower revenue, higher operating costs and finally resulted in lower profit. This reduced to 150000 pounds in 2022 from 300000 in 2021 and resulted in a loss in the year 2023 (Lee, et al., 2023). 
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The Vertical analysis of the company shows that its operating expenses have been increasing continuously. It has increased from 75% in 2021 to 86.63% in 2022 and 115.79% in the year 2023. Its net profitability was around 25% in the year 2021, which has been reduced to 13.64% in the year 2022 and then furthermore Sharpe declined and this turned into a loss of 15.79% (Lumbantobing, Marina and Muda, 2022). 
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The horizontal analysis is projecting a drastic view of the performance of the hotel. It is showing that its revenue decreased by 8.3% in 2022 and 13.6% in 2023. Whereas, its operating expenses have increased by 5.6% in 2022 and 15.8% further in 2023. All this resulted in a 50% reduction in profit in 2022 and then a further 200% reduction in the year 2023 (Anggraini, 2022). 

[bookmark: _Toc157471976]Evaluation of Balance Sheet (Ended 2023 year)
The financial performance of Seacrest for the three years ending 2023 has been evaluated In the year 2021 its total assets were 2150000 pounds which was 2120000 in 2022 and further decreased in the year 2023 and reached 1850000 pounds (Fridson and Alvarez, 2022). Its assets include cash and equivalents and accounts receivable as part of the current assets and property and equipment as part of the non-current assets.  Overall, all kinds of assets have been decreasing over the years. Also its equity has been decreasing from 620000 to 580000 and then further to 300000 in 2021, 2022 and 2023 respectively (Agustian, et al., 2023). 
[image: ]
The horizontal analysis has shown that its total assets have decreased by 1.4% in 2022 and then a further 12.7% in the year 2023. Its cash and equivalent has been decreased by 20% in 2022 and then by 75% in 2023. Its Accounts receivables have been decreased by 20% and then by 25% further in the year 2023. Its equity has been decreased by 6.5% in 2022 and then to 48.3% (Fretell, et al., 2021).  
In the financial year 2023, it has zero working capital, which indicates that the whole current assets are used to pay the current liabilities, which shows that the company has no capital for its day-to-day cash for operation. In the financial position as of 2023 year the liabilities have been increased at a low rate however has declination in equity fund which shows the company has bought back its shares which has declined the financial position (Olayinka, 2022). The overall financial position for the year ended 2023 that a decline in assets value from its previous years, and an increase in liabilities value, which shows that the company did not efficiently utilize its assets to discharge its liabilities. Seacrest has poor performance in discharging its liabilities by efficiently using its assets for the year ended 2023 (Davila Perez, Figueroa Ávila and Caceres, 2022).
[bookmark: _Toc157471977]ANALYSIS OF THE FINANCIAL RATIO OF SEACREST LODGE
1. Net profit margin ratio- 
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It shows the profit earned over its sales, in the year 2023 Seacrest Lodge faces loss since the year 2023 has high operating expenses over its sales which resulted in net loss from the previous years 2021 and 2022, net profit margin declined to loss in the year 2023 (Nariswari and Nugrahac, 2020).
2. Current Ratio 
 [image: ]
It is the ratio of current assets to its current liability; it shows the ability to pay its liabilities by realizing its current assets. The year 2023 has a 1:1 current ratio which is lower than its ideal ratio and as compared to its previous years 2021 and 2022 have a declining current ratio in the current year, due to an increase in current liabilities in the year 2023 (Chairunisa, Digdowiseiso and Karyatun, 2023).
3. Debt-to-equity ratio
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Debt to equity ratio is the ratio of total liabilities to equity, in the year 2023 it had poor performance on its debt-to-equity ratio since the total debt increased and decreased in equity, it indicates that from the previous years 2021 and 2022, the performance has been poorer. It indicates that the company's performance in discharging its liabilities by selling its assets is poor (Lumbantobing, et al., 2020).
4. Assets turnover ratio
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It shows that a company's ability to generate sales by efficiently using its assets with, a higher assets turnover ratio indicates better performances to generate sales. In the year 2023 company did not sound performance to generate its sales by efficiently using its assets since there is a decline in sales and also assets, compared to its previous years (Pelaez-Verdet and Loscertales-Sanchez, 2021).
5. Operating expense to sales ratio 
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It shows that the coverage of operating cost to its sales, the lower operating cost to sales indicate better performance on cost management. The year 2023 has a high operating cost over its sales as compared to its previous years which indicates that the company is not good at cost management and cost control processes (Hertati, et al., 2022).
6. Accounts Receivable collection period
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It shows the ability of the company to collect its debt, lower the period shows better performance on collection of its debt. In the year 2023 has 11.53 days to collect its debt as compared to its previous years it has sounded performance on collecting debt since accounts receivable have declined (Suwantari, Ariana and Suprapto, 2020).
[bookmark: _Toc157471978]Additional Financial details-
Seacrest Lodge has a poor pricing strategy, as per the decline in the average room rate and occupation rate of the room in Seacrest Lodge. Declination in occupation rate indicates that change in customer taste and preferences. The amenities and service quality have been outdated which shifted the customer preferences (Babajee, Seetanah and Nunkoo, 2020). Involving innovation and technology as per the needs and desires of customers may attract more customers to Seacrest Lodge which is comfortable for our customers. The pricing strategy has declined to 210 in the year 2023 as compared to the year 2022, which indicates that in the year 2023, the sales have been decreasing due to a decrease in the occupation rate. The occupation rate has decreased which indicates the movement of customer preference and taste in our business (Kristi and Yanto, 2020).
[bookmark: _Toc157471979]Major reasons for declining profitability 
Many financial and non-financial things have been analyzed for the Seacrest Hotel. Over analyzing its performance it can be said that several reasons have reduced the profitability of the hotel. One of the major reasons is that the market has been very highly competitive. A lot of newer firms are opening business in the same line. People are getting attracted to the more modern resorts instead of the Seacrest Hotel. This has resulted in the changed customer preferences. Furthermore, the reviews of the Seacrest Lodge’s customers are also negative. They have mentioned that the service quality is not that good. All these reasons collectively have resulted in reduced revenue and increased operating costs. This eventually resulted in reduced profitability. 

[bookmark: _Toc157471980]To build profitability Seacrest Lodge follows the following
1. Invite the latest technology and innovation- To welcome the latest technology as per the needs and desires of the customers which attract more customers to Seacrest Lodge. The major reason for the profitability is the amenities are outdated, and improved amenities; and innovation and technology are major reasons for the success of Seacrest Lodge. Such options are spa treatment, guided tour, gym, playing room, swimming etc (Cloudbeds, 2022).
2. Reasonable rate for different categories of rooms - To provide reasonable rates as per its room respectively, such rooms are in preferences of customer needs and desire. Rooms are the major reason for profitability in the Hotel industry, more rooms build great profitability for Seacrest Lodge. Rooms must be in according with customer needs which attracts more profitability.
3. Explore the business in social media - Using the social media tool to enhance the business of Seacrest Lodge in the eyes of customers which build improve marketing and reputation of management (Yenidogan, Gurcaylilar-Yenidogan and Tetik, 2021).
4. Demands Forecasting accurate - To forecast the demand of customers in the market evaluate accurately which majorly helps in the pricing strategy of the rooms which attract great profitability.
5.  Build direct interaction with customers and booking - Maintain a bond with customers; it is necessary for direct booking and interaction with customers. It avoids the cost of an agent or third party. By third party or any agent may make a difference in the bond between Seacrest and its customers and the high cost of third-party agents.
6. Maintain group businesses - The group businesses include weddings, corporate parties, birthday parties, etc. which have a great implementation in the profitability of Seacrest Lodge and also build more opportunities to expand its business in the market. The group businesses also build a strong relationship with our customers.
7. Maintain sound cost management and cost control process - Maintaining an optimized cost may lead to profitability in its business and also control the cost process. By cost cutting maintain sound sales and result in profitability (Lee, et al., 2021). 
8. Maintain online distribution channels management- Effectively online distribution channels may lead to maximize revenue and result in profitability. Online distribution management, reaching customers at a geographical level and generating revenue at a high level and also resulted in profitability.


[bookmark: _Toc157471981]Conclusion
From the above report, it has been analyzed that Seacrest Lodge's financial analysis highlights a crucial phase of diminishing income and growing expenses, showing the urgent need for strategic intervention. A strategic intervention has been the demand of the situation. This shows that the hotel is incapable of adjusting to the fast-changing dynamics of the market and the constantly shifting expectations of its customers have had a severe influence on the lodge's financial performance. To successfully navigate out of this decline, Seacrest Lodge has to prioritize the adoption of new technology, the refinement of its pricing strategy, and the enhancement of client involvement via more direct contacts and social media. Putting these strategies into action could prove to be crucial in reviving Seacrest Lodge's standing in the market and ensuring its continued financial stability.
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Ratios  Formulas 2021 2022 2023

Net profit margin 

ratio

Net profit / Net 

sales *100

Net profit   300,000 150,000 -150,000

Net sales 

1,200,0001,100,000 950,000

25.00% 13.64% -15.79%
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Ratios  Formulas

2021 2022 2023

Current ratio 

Current assets / Current liabilities 

Current assets  150000 120000 50000

Current liabilities 

30000 40000 50,000

5.00 3.00 1.00
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Ratios  Formulas

2021 2022 2023

Debt to Equity ratio Total debt / Equity fund

Total debt   1,530,0001,540,0001,550,000

Equity fund 620,000 580,000 300,000

2.47 2.66 5.17
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Ratio Formulas

2021 2022 2023

Assets Turnover ratio  Net sale / Total assets 

Net sale  1,200,0001,100,000 950,000

Total assets  2,150,0002,120,0001,850,000

0.56 0.52 0.51
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Ratio Formulas

2021 2022 2023

Operating Expesne to sales ratio  Operating expense/net sales *100

Operating expense 900,000 950,0001,100,000

Net sales  1,200,0001,100,000 950,000

75% 86% 116%
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Ratio Formulas

2021 2022 2023

Accounts Receivable collection period accounts receivable/Net sales *365

Accounts receivable   50,000 40,000 30,000

Net sales  1,200,0001,100,000 950,000

15.21 13.27 11.53
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Item  2021 2021% 2022 2022% 2023 2023%

Revenue  1,200,000 100.00% 1,100,000 100.00% 950,000 100.00%

Operating Expenses  900,000 75.00% 950,000 86.36% 1,100,000 115.79%

Net Income  300,000 25.00% 150,000 13.64% -150,000 -15.79%

Vertical Analysis of Income statement of Seacrest Lodge
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Item  2021 2022 2023Change in 2022 Change in 2023

Revenue  1,200,000 1,100,000 950,000 -8.3% -13.6%

Operating Expenses  900,000 950,000 1,100,000 5.6% 15.8%

Net Income  300,000 150,000 -150,000 -50.0% -200.0%

Horizontal Analysis Analysis of Income statement of Seacrest Lodge
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Asset/Liability  2021 2022 2023% Change in 2022 % Change in 2023 

Cash and Equivalents  100,000 80,000 20,000 -20.0% -75.0%

Accounts Receivable  50,000 40,000 30,000 -20.0% -25.0%

Property and Equipment  2,000,000 2,000,000 1,800,000 0.0% -10.0%

Total Assets  2,150,000 2,120,000 1,850,000 -1.4% -12.7%

Accounts Payable  30,000 40,000 50,000 33.3% 25.0%

Long-term Debt  1,500,000 1,500,000 1,500,000 0.0% 0.0%

Total Liabilities  1,530,000 1,540,000 1,550,000 0.7% 0.6%

Equity  620,000 580,000 300,000 -6.5% -48.3%

Horizontal Analysis of Balance sheet of Seacrest Lodge


