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[bookmark: _Toc159515785]Executive Summary
With its restaurant, bar, and event rooms, the Seacrest Lodge has long been a symbol of luxury and pleasure for holidaymakers on a gorgeous beach. The first portion of the research details Seacrest Lodge's triumphs. Those seeking serenity and elegance frequented here. The Lodge has recently faced problems that have reduced its wealth, affecting its fortunes. Declining sales, occupancy, and customer happiness have raised concerns about the company's future. The proprietor of Seacrest Lodge has seen the urgency of the situation and sought expert help to revitalise the firm. This research analyse Seacrest Lodge's 2021–2023 income and balance sheets to assist it recover.
The Seacrest Lodge's three-year financial study indicates rising liabilities, decreasing liquidity, asset value, and equity. These trends imply serious operational and financial management issues. The lodge needs a strategy to reduce liabilities, recover equity, invest in property improvements to make it more competitive, and improve cash flow through revenue management and spending control to turn things around. The Seacrest Lodge's sales and net earnings have improved over the past three years, a horizontal analysis found. The property has cut costs by decreasing running costs. The resort has made financial improvements despite ongoing problems. To design a thorough turnaround strategy, find income-boosting and cost-cutting factors.
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[bookmark: _Toc159515786]Introduction
With its restaurant, bar, and event rooms, the Seacrest Lodge has long been a symbol of luxury and pleasure for holidaymakers on a gorgeous beach. The first portion of the research details Seacrest Lodge's triumphs. Those seeking serenity and elegance frequented here. The Lodge has recently faced problems that have reduced its wealth, affecting its fortunes. Declining sales, occupancy, and customer happiness have raised concerns about the company's future (Brooks, 2016). The proprietor of Seacrest Lodge has seen the urgency of the situation and sought expert help to revitalise the firm. The market research segment examines coastal resort sector competition. Newer, more modern resorts have increased competition in this industry (Okunev, 2022). The Seacrest Lodge needs a complete evaluation and strategic revamp because to these changes and changing consumer preferences and complaints about service quality and obsolete amenities. Assessing the Seacrest Lodge's issues provides an organised strategy with clear scope and objectives. This research will analyse Seacrest Lodge's 2021–2023 income and balance sheets to assist it recover.
[bookmark: _Toc159515787]Financial Analysis
Using horizontal and vertical analytics, lodge's financial statements examined for the years 2021–2023, looking for trends and patterns. When looking for trends, rises, or drops in financial data over a three-year period, horizontal analysis is the way to go. To find out where the money is going, a vertical analysis looks at the percentages of line items in a financial statement for a specific year.
[bookmark: _Toc159515788]Horizontal Analysis of Balance Sheet
The horizontal balance sheet research of The Seacrest Lodge from 2021 to 2023 offers important financial facts and issues. This study is underway to determine the causes of the profitability and occupancy reduction, which is essential to establishing a recovery strategy (Finkler, 2017). Cash and equivalents dropped 80% from $100,000 in 2021 to $20,000 in 2023. This decline is also observed in hotel industry of UK. UK hotel owners' poor operational performance over the preceding two quarters was mostly due to regional business. Brexit's uncertainty may have contributed to these dismal outcomes, which may hurt business and consumer confidence. The London market benefited from more city breakers (Fitch Ratings, 2022). As seen by its fast declining fund balance, the lodge is depleting its financial reserves. This indicates significant money shortages. Cash on hand may drop due to lower income, more operating expenses, or unaccounted-for capital investments. 
	Balance Sheet
	Horizontal Analysis

	Particulars
	2023
	2022
	2021
	2023
	2022
	2023
	2022

	Cash and Equivalents
	20,000
	80,000
	100,000
	-80,000
	-20,000
	-80.00%
	-20.00%

	Accounts Receivable
	30,000
	40,000
	50,000
	-20,000
	-10,000
	-40.00%
	-20.00%

	Property and Equipment
	1,800,000
	2,000,000
	2,000,000
	-200,000
	0
	-10.00%
	0.00%

	Total Assets
	1,850,000
	2,120,000
	2,150,000
	-300,000
	-30,000
	-13.95%
	-1.40%

	Accounts Payable
	50,000
	40,000
	30,000
	20,000
	10,000
	66.67%
	33.33%

	Long-term Debt
	1,500,000
	 1,500,000
	1,500,000
	0
	0
	0.00%
	0.00%

	Total Liabilities
	1,550,000
	1,540,000
	1,530,000
	20,000
	10,000
	1.31%
	0.65%

	Equity
	300,000
	580,000
	620,000
	-320,000
	-40,000
	-51.61%
	-6.45%



[bookmark: _Toc159515789]Accounts Receivable and Asset Management
After reaching $50,000 in 2021, the lodge's accounts receivable dropped to $30,000 in 2023, a decline of 40%. New and improved collection processes or more stringent credit requirements can be to blame for this drop. But when seen in the bigger picture of falling revenue, it probably means fewer sales. From $2,000,000 in 2021 and 2022 to $1,800,000 in 2023, the value of property and equipment fell by 10%. Reasons for this decline might include selling assets, letting them depreciate, or not investing enough in property upkeep and modernization (Kharatyan, 2017). As amenities age, these variables could have an impact on how satisfied visitors are.
[bookmark: _Toc159515790]Liabilities and Equity Concerns
Accounts payable rose 66.67% from $30,000 in 2021 to $50,000 in 2023, suggesting cash flow concerns delayed supplier payments. The long-term debt stayed at $1,500,000 for three years, indicating no more borrowing or loan repayment. The lodge's declining assets, cash flow, and debt level raise concerns about its long-term financial health. Equity fell 51.61% from $620,000 in 2021 to $300,000 in 2023. Equity declined dramatically due to fewer retained earnings, indicating the firm was unprofitable (Sadi’ah, 2018). A drop in equity indicates the firm is running out of money and may have problems getting investors or funding.
[bookmark: _Toc159515791]Horizontal Analysis of Income Statement
Financial health and operating efficiency of The Seacrest Lodge may be understood by reviewing the 2021–2023 revenue statement. Horizontal analysis tracks revenue, operational expenses, and net income to assess firm performance and efficiency (Barr, 2018). Seacrest Lodge's revenue rose during the study. Revenue climbed 15.79% to $1,100,000 in 2022 from $950,000. Sales increased dramatically to $1,200,000 in 2023. This increase is significant 26.32% from 2021 and 9.09% from 2022. Strong market position and revenue growth imply the possibility to recruit more customers or raise prices.
	Income Statement
	Horizontal Analysis

	Particulars
	2023
	2022
	2021
	2023
	2022
	2023
	2022

	Revenue
	1,200,000
	1,100,000
	950,000
	250,000
	150,000
	26.32%
	15.79%

	Operating Expenses
	900,000
	950,000
	1,100,000
	-200,000
	-150,000
	-18.18%
	-13.64%

	Net Income
	300,000
	150,000
	-150,000
	450,000
	300,000
	-300.00%
	-200.00%



Lodge income has inversely correlated with running expenditures. Operating expenditures dropped 13.64% from $1,100,000 in 2021 to $950,000 in 2022 and 18.18% to $900,000 in 2023. Operating expenses may have decreased due to cost-control strategies, operational efficiency, or less services due to consumer feedback indicating a perceived drop in service quality (Zietlow, 2018). It has been stated in the report that a strong showing in the ‘staycation’ market in the UK in 2021 and 2022 was a major factor in the early recovery in the country. A delay in international arrivals, however, slowed London's rebound (Savills, 2023). The figures show the lodge is more lucrative. In 2021, the resort lost $150,000. A huge turnaround led to a $150,000 profit in 2022. Profit quadrupled to $300,000 by 2023. 
[bookmark: _Toc159515792]Vertical Analysis of Balance Sheet
The Seacrest Lodge's 2021–2023 balance sheet is needed to assess its finances. Important information is revealed by this analysis. Cash and equivalents, a liquidity measure, have steadily dropped to 4.65%, 3.77%, and 1.08% of total assets in 2021, 2022, and 2023. This drop raises questions about the resort's ability to pay its financial responsibilities and may indicate financial issues. Fixing this deterioration is crucial to keeping the resort operational (Smeur, 2019). The accounts receivable fraction of total assets declined from 2.33% in 2021 to 1.89% in 2022 and 1.62% in 2023, but it remains small. Accounts receivable may decrease due to stricter credit standards or consumer payment practices. Understanding and managing these shifts is crucial for cash flow and financial stability.
	Balance Sheet
	Vertical Analysis

	Particulars
	2023
	2022
	2021
	2023
	2022
	2021

	Cash and Equivalents
	20,000
	80,000
	100,000
	1.08%
	3.77%
	4.65%

	Accounts Receivable
	30,000
	40,000
	50,000
	1.62%
	1.89%
	2.33%

	Property and Equipment
	1,800,000
	2,000,000
	2,000,000
	97.30%
	94.34%
	93.02%

	Total Assets
	1,850,000
	2,120,000
	2,150,000
	100.00%
	100.00%
	100.00%

	 
	
	
	 
	 
	
	 

	Accounts Payable
	50,000
	40,000
	30,000
	2.70%
	1.89%
	1.40%

	Long-term Debt
	1,500,000
	  1,500,000 
	1,500,000
	81.08%
	70.75%
	69.77%

	Total Liabilities
	1,550,000
	1,540,000
	1,530,000
	83.78%
	72.64%
	71.16%

	 
	
	
	 
	 
	
	 

	Equity
	300,000
	580,000
	620,000
	16.22%
	27.36%
	28.84%



Private and operational assets include 93.10% in 2020, 94.02% in 2021, and 97.04% in 2022 and 2023. The resort's massive expenditure on land and equipment shows its devotion to its infrastructure, but also raises issues about whether it needs to modernize and enhance to satisfy guests (Shapiro, 2019). It may be required to consciously spend money on services and facilities to offset a fall in client satisfaction. Following a 1.40% increase in 2021, accounts payable increased to 1.89% in 2022 and 2.70% in 2023. This emerging trend represents an increase in the load of current financial obligations and highlights the importance of loan management to prevent liquidity concerns. Major liabilities long-term debt climbed from 69.77% in 2021 to 70.75% in 2022 and 81.08% in 2023. This advises using more long-term financing, which may limit the resort's financial flexibility (Dao, 2016). For financial relief, the resort must refinance or restructure debt. Equity fell from 28.84% in 2021 to 27.36% in 2022 and 16.22% in 2023. The decline, which shows debts growing faster than assets, may endanger the resort's financial leverage and stability.
[bookmark: _Toc159515793]Vertical Analysis of Income Statement
The offered income statement data provides useful insights into the financial performance of The Seacrest Lodge from 2021 to 2023. A favourable trend is clearly seen when looking at the income figures; they indicate a steady increase from $950,000 in 2021 to $1,200,000 in 2023. This upward trend suggests that the lodge's ability to generate money might be improved during the specified period. When evaluating financial health, it is not enough to focus on income alone; one must also consider the associated operating expenses (Singh, 2016). A large deficit was indicated in 2021 by operational expenses, which amounted to 115.79% of income. After that, things started looking up as operational expenses dropped to 86.36% in 2022 and even lower to 75.00% the following year. A commendable emphasis on cost management may have contributed to the lodge's improved financial performance, as the reduction in expenses suggests.
	Income Statement
	Vertical Analysis

	Particulars
	2023
	2022
	2021
	2023
	2022
	2021

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

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

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



[bookmark: _Toc159515794]A clearer picture of profitability may be obtained by comparing the net income in nominal value and as a percentage of revenue (Zeller, 2019). With a negative net income margin of 15.79% in 2021, the Seacrest Lodge lost $150,000. After that, things started looking up financially; in 2022, net income reached $150,000, and the following year, it tripled to $300,000. A considerable recovery from the initial loss is seen by the positive net income margins of 13.64% in 2022 and 25.00% in 2023, indicating greater profitability and financial stability. Choice International Hotels' net income has fallen. Choice Hotels International's net income fell 11% to $92.02 million in Q32023 from $103.08 million in Q32022. The decline was due to the timing of net reimbursable charges, unusual franchisee termination fees in Q3 2022, earnings from selling the Cambria Hotel Nashville-owned firm, Radisson Hotels Americas integration expenses, and other unique occurrences. Revenue rose to $425.55 million from $414.26 million in Q3 2022 in the quarter ending September 30, 2023 (HMN, 2023). The report's hotel had the same issue. Management generates money, but net reimbursable expenses have risen.
Conclusion
The Seacrest Lodge's financial analysis over the previous three years shows growing liabilities, diminishing liquidity, asset value, and equity. These patterns indicate urgent operational and financial management difficulties. If the lodge wants to turn things around, it must create a plan to manage and decrease liabilities, recover equity, invest in property enhancements to make it more competitive, and improve cash flow through revenue management and expense control. The Seacrest Lodge's revenue and net profits have increased over the previous three years, according to a horizontal study. With operating costs lowering, the property has controlled costs. The strategy should prioritise long-term sustainability and competitiveness in the coastal market, financial performance, and business quality. The financial examination demonstrates that The Seacrest Lodge improved its finances throughout the time under study. Revenue growth and regulated operational expense reductions have boosted net profits. Despite continued issues, the resort has undertaken modifications that should boost its finances. To create a complete turnaround strategy, you must identify the aspects that boost income and minimise expenditures.
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