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[bookmark: _Toc150621331]INTRODUCTION
Financial management refer to the process of using the management function to manage the use of financial resources held by the company. It involves process of planning, organizing the resources, directing the activities and controlling the usage in order to achieve optimum level of performance. It includes the tasks related to financial planning and reporting, meeting the statutory compliances with financial regulation. They also provide advice in regard to the investing decisions to the company. The main aim of financial managers is to achieve best use of business financial resources to optimize business working (Sujana, Suardikha and Laksmi, 2020). The following report include a case study of Seaview resort which is coastal resort which provides luxury services to its consumers. The primary goal of this report is to go over the financial performance of the resort for the past 3 financial years. Reasons are also provided for such decrease by making the brief analysis using the different financial metrics like financial ratio. It includes the analysis of profitability, liquidity as well as level of solvency of hotel for all the 3 years from 2020 to 2022. Some strategies are also provided for improving in such areas where the company is lacking.
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[bookmark: _Toc150621333]Background to the study
The case study is about a resort which is located on picturesque coastline which was one of the best relaxing and luxury location sometimes before. It is a resort which comes under the coastal market which is highly competitive due to entry of several new hotels and modern resorts. In the recent years, it is analyzed that the performance of the hotel is declined in terms of KPIs like revenues, occupancy rates, customer satisfaction etc. The business owners required some analysis of financial performance for the last 3 years. They want to develop a turnaround strategy for the resort to restore their ability to generate better profits in the upcoming period. According to the given information it can be interpreted that the revenues for the company were £ 520000 which decreased to £ 430000 in 2022. This also lead the net profit margin from positive to negative i.e. from 15% in 2020 to -11 % in 2022. The balance sheet analysis for 2022 is also provided including the cash flows for 2021. The additional financial information includes ARR which was £ 250 in 2020 decreased to £ 210 in 2022. Occupancy rate also showed decline in performance.


[bookmark: _Toc150621334]Analysis of financial performance of the company
The financial performance of the company is analyzed using the financial ratios. Financial ratios refer to such financial metrics and measures which are utilized to ascertain the entire income earned by the company during the period of analysis. These provide for the measurable numerical values which are comparable in nature. These are used to compare the financial performance from past period. Favorable change shows better position in the current period and vice versa. The financial analysis of Seaview resort is provided below:
1. Profitability ratios:
These ratios help to assess the capability of the company to make profits from the entire sales revenues earned during the annual period (Rutkowska-Ziarko, 2023). These also include comparison of direct expenses as well as indirect expenses to total sales revenues in order to evaluate profits at gross and net levels. In the following discussion the majorly used ratio for analysis are gross profit and net profit ratios. These are provided below:
Gross profit margin: (Gross profits / Total revenues from operation) * 100
2020: (£ 130000 / £ 520000) * 100 = 25 %
2021: (£ 80000 / £ 480000) * 100 = 16.67 %
2022: (£ (20000) / £ 430000) * 100 = -4.65 %
Interpretation: Gross profit margin is a profitability ratio which is basically used to measure the amount of direct profitability generated by the company (Basyith, Djazuli and Fauzi, 2021). It is computed in % terms. The increase in gross profitability indicates increase in company ability to control its direct expenses incurred during the production process. According to the above computation, it can be analyzed that the gross profits during 2020 were 25 % which were highest for the period of analysis i.e. (2020 to 2022). They decreased to 16.67 % during 2021 and then reached to - 4.65 % in 2022 to negative figures. This indicated that the company is losing is ability to generate better level of direct profits year by year. Company earned a total gross loss of -£ 20000 which indicates that the company Costs are increasing on yearly basis. Increase in direct costs and decrease in sales is resulting in negative performance in terms of gross profits earned during the period.

Net profit margin: (Net profits / Total revenues from operation) * 100
2020: (£ 78000 / £ 520000) * 100 = 15 %
2021: (£ 40000 / £ 480000) * 100 = 8 %
2022: (£ (47500) / £ 430000) * 100 = - 11 %
Interpretation: Net profit margin is another profitability measure which is used to measure the total net profits earned after providing for all the operating as well as non-operating expenses incurred by the company during the period (Abdel-Basset, and et.al., 2020). The total net profit margin during the year 2020 were found to be 15% which decreased to 8% in the upcoming year 2021. They found to be negative during 2022 i.e. at -11 %. It means that the company total expenses are increasing at higher rate while the total revenues are declining from the past level. It indicates that company is failed in controlling its direct and indirect expenses to the company.

2. Liquidity ratio:
It is another measure which is used to assess the ability of firm to meet their current obligation using their current assets (Thomas and Rabiyathul Basariya, 2019). The ratio included for such analysis are current, quick and cash ratio. The computation of all ratio for 2022 year are provided below:
Current ratio: Current assets / Current liabilities
2022: 250000 / 180000 = 1.39:1
Interpretation: Current ratio is used to assess the ability of company to meet their current liabilities (Tangngisalu, 2022). It is computed in terms of times. The desired margin for the same is 2:1. Above calculations provide that the current ratio of company remained below from the desired current ratio of 2:1. It means that company have less amount of current assets to meet their obligations. 

Quick ratio: Quick assets / Current liabilities
2022: (250000 – 100000) / 180000
        : 150000 / 180000 = 0.83:1
Quick assets = Current assets – inventory
Interpretation: Quick ratio is another form of liquidity ratio but it does not include inventory in its calculation (Marbun and Sihotang, 2021). It compares the quickest assets to find the ability of company to meet their short their liabilities. Desired level of margin is 1:1 or above. In the given case, the quick ratio is found to be less that the desired margin i.e. at 0.83 which shows company has low level of resources.

Cash ratio: Cash flow from operations / Current liabilities
2022: -80000 / 180000 = -0.44:1
Interpretation: It is another ratio which compares the cash generated from operating activities with current liabilities held during the annual period. The company cash ratio was found at -0.44 which shows negative cash resources (Kamaluddin, Ishak and Mohammed, 2019). It means company is earning deficit from its operation. It shows that company is unfavorable and in worst position right now. They cannot meet its current liabilities with their cash resources due to its unavailability.
        
3. Solvency ratios: 
These metrics are used to evaluate the company ability to fulfill their long term liabilities. The major ratio considered under the same include debt equity ratio and debt assets ratio (Omari, 2020). Higher the debt may increase risk factor within the firm. Computation for the same is provided below:
Debt equity ratio:
2022: Debt / Equity
        : 580000 / 450000 = 1.29 times
Interpretation: Debt equity ratio compares total amount of debt held by the firm against the total shareholder’s equity (Rambe, Arif and Tupti, 2021). The preferred level is 2:1 or less. Above computation for 2022 debt equity ratio provide that the company is holding 1.29 times debt of its total equity. It means company is using optimum level of debt to fund its operations.
Debt assets ratio:
2022: Debt / Total assets
        : 580000 / 1030000 = 0.56 times
Interpretation: Debt to asset ratio is used to ascertain the level of assets which are leveraged using the debt sources (Appiah, Gyimah and Abdul-Razak, 2020). 1 or lower the level is preferred as desirable for any organization. Above calculation also signifying that only 56 % of assets are leveraged with debt.
4. Performance analysis using Additional information:
Average room rate: The average room rate refers to the total amount of average revenues earned from selling the per room. Higher the ARR signifies higher demand and sales of rooms and vice versa (Kim and et.al., 2020). According to the information provided it can be noticed that the ARR for the firm is diminishing. It was £ 250 in 2020 which decrease by £ 20 in 2021 to £ 230 and then to £210 in 2022. It provides that company room sales is diminishing. 
Occupancy rate: This rate signifies total used space in the resort or palace. Higher the occupancy provides for increasing demand and vice versa (Xue and et.al.,2020). The occupancy rate is also decreasing from 70% to 60% in 3 years’ period which means the demand of hotel room service is decreasing during the period.
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The main reasons of declining resort profitability are provided below:
· Increase in business costs: The total operational expenses for the company are increasing (Gemar, Soler and Guzman-Parra, 2019). They were at their lowest level during £ 390000 which increased to £ 450000 at the end of 2022.
· Decrease in service quality: The quality of services being provided in 2019 was better as compared to 2022. The consumers are not satisfied with the quality of food and amenities they served with.
· Decreasing Sales revenues: The sales from the operation is decreasing for the company (Chen, Harford and Kamara, 2019). It is also decreasing the ability of company to meet their increasing expenses incurred for the term.
· Increase in competitiveness: New companies are entering in the coastal resort market which is making uneasy for Seaview resort to earn more revenues as compared to previous period. The quality service standard provided by them are higher as compared to Seaview level (Asqarova, and et.al., 2021).
· Change in preferences: The consumer needs are changing. They are now preferring an eco-friendly and experimental tourism which is not considered by Seaview resort company. 
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These refers to the recovery strategies which are useful to address the decreasing level of business performance (Hosseinzadeh Shahri and Nematollahi Sarvestani, 2020). It includes improvising the existing business process, making business decisions to increase its efficiency level. Some of the strategies can be used under this case are as follows:
· Cost efficiency strategies: It is a types of recovery strategies which are helpful in reducing the business costs to stabilize total cash flows earned by the company. These also include decreasing the debtors amount, diversification as well as production costs incurred during the period (Song, and et.al., 2020). These could help in improving the level of gross profits and net profits earned during the period.
· Focusing over core operations: This is another turnaround strategy which provide for focusing over the business processes in order to achieve better quality product and services for offering them to consumers (Khan, Yu and Farooq, 2023). 
· Elimination of non-performing areas: It is helpful in focusing over the best and efficient areas which could strengthen company position in marketplace. It also decreases wastage of resources and helps to achieve optimum utilization.
· Consumer centric: It is very essential for the firm to stay inclined towards the needs and preferences of consumer (Wakefield, Wakefield and Lane Keller, 2020). It is only way to grab better share within the marketplace. It is only possible by regularly monitoring the business environment.
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From the above report, it is concluded that the financial metrics like financial ratios are very much helpful in assessing the benefit score by the company for the defined term. According to the above analysis, it is analyzed that the Seaview resort performance is decreasing year by year. Reasons behind it were increasing costs, decreasing sales and quality offered to consumer. It is also decreasing the interest and visibility of resort. Hence, the company is required to focus on their operations as well as the changes in demand and preferences of consumers.
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