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[bookmark: _Toc148173105]Introduction-
The main aim and objective of this report are to assess and measure the financial situation of Seaview Resort’s Company in the last three years. The assessment would be done through different measures such as profitability, liquidity, efficiency, and solvency ratios. The key reasons and grounds behind the decrease and decline in the level of profitability will be discussed and evaluated in this report. A comprehensive strategy will also be presented to ensure that the Seaview Resort’s Company’s financial health is being improved and the financial outcomes of the company can be improved to a greater extent. 


[bookmark: _Toc148173106]Analysis of Seaview Resort’s Financial Performance over the Last 3 Years-
a) Analysis of Income Statement-
	Income Statement Analysis (2020-2022)
	 
	 
	 
	 
	 
	 

	 
	Amount in £
	Vertical Analysis
	Amount in £
	Vertical Analysis
	Amount in £
	Vertical Analysis

	Items
	2020
	 
	2021
	 
	2022
	 

	Total Revenue
	520000
	100%
	480000
	100%
	430000
	100%

	Operating Expenses
	390000
	75%
	400000
	83%
	450000
	105%

	Gross Profit
	130000
	25%
	80000
	17%
	-20000
	-5%

	Net Profit 
	78000
	15%
	40000
	8%
	-47500
	-11%



The total revenue saw a noteworthy decrease, falling from £520,000 in 2020 to £430,000 in 2022, marking a significant 17.3% downturn. According to Al-Hayek (2018), the income statement is a statement and record that is prepared at the end of the financial and accounting period of the business. It summarizes all the results of the business firm and simplifies the same. The analysis of income statements through the assistance of vertical analysis has been done. As per Borowski (2022), vertical analysis is an effective financial metric tool that assists in understanding the composition of the financial performance and reflects the overall changes and trends that have taken place respectively. 
[bookmark: _GoBack]The performance of Seaview Resort Company with respect to income statement has shown that the total revenue over the years has fluctuated as in 2020, it was £520000, whereas, in 2021, it reduced to £480000, and in 2022, it decreased to £430000. Bragg (2023) has defined the amount of revenue of the business as the sales that are being generated and earned by the business entity. This shows that the revenue has decreased and declined as the occupancy rate of the resort has also been low and fluctuating i.e. 70% in 2020, 65% in 2021, and 60% in 2022. Low occupancy rates mean either the consumers are not satisfied with the performance or they are not staying in the resort because of poor services. 
Bragg (2023a) has defined the operating expenses of the company as the expenditure that is being incurred by the business towards the activities that are not directly associated with the manufacturing or production of the goods or services. The operating expenses have been 75% of total revenue in 2020, 83% in 2021, and 105% in 2022. The overall increase in the operating expenses of Seaview Resort Company demonstrates the utilization of the cash flow is not done effectively as Seaview Resort is only spending the funds on irrelevant activities and not on marketing or advertisement due to which the management of the company made a rise towards the operating expenses to greater extent. 
Nariswari and Nugraha (2020) have stated the definition of the gross margin as the remaining percentage of the amount of money after spending on the cost of goods sold by the business. The gross margin of the Seaview Resort has also been declining which eventually shows the reason behind the decrease in the average room rate. The gross margin of the Seaview Resort has been poor as the room rates of the company are declining due to which the major revenue of the company has also been influenced and affected. 
Janice and Toni (2020) have explained the concept of net profit as the comparison of the total income of the company with the total revenue of the business. The percentage of the income that is being used to pay the respective operating costs is being measured with the help of net profit. The margin of the net profit has been 15%, 8%, in 2020 and 2021 respectively. Additionally, the negative net profit margin, which is projected to be -11% in 2022, indicates a difference between revenue and expenses that in the end results in a loss.
The financial performance of Seaview Resort in terms of Income Statement has been affected as the revenues are fluctuating due to low occupancy rates and low average room rates and this has led the expenses of the company to be high which is not utilized in the right manner. As per Nasim and Solihati (2019) the income statement of the business emphasizes on the interest of the owners of the business. Therefore, it is important to ensure income statement is effective. 
b) Analysis of Balance Sheet-
	Balance Sheet Analysis (End of 2022)
	 
	 

	 
	 
	 

	Item
	Amount in £
	Vertical Analysis

	Total Assets
	1030000
	100%

	Current Assets
	250000
	24%

	Property & Equipment
	630000
	61%

	Other Assets
	150000
	15%

	Total Liabilities
	580000
	56%

	Current Liabilities
	180000
	17%

	Long-Term Debt
	400000
	39%

	Equity
	450000
	43%



The financial performance over the last three years for Seaview Resort Company concerning the balance sheet has been demonstrated above. 
Adkins (2019) has stated that the balance sheet is the snapshot of the company’s assets and the amount of debt that the business owns respectively. The assessment of the situation of the company is being demonstrated by the same. The total assets amount to £1,030,000 whereas the total liabilities amount to £580,000. This demonstrates that the assets are more the Seaview Resort has fewer obligations and they are easily able to pay through the use of the assets effectively. 
According to Robinson (2020, p.167) assets and liabilities of the business firm arise as the result of the business transactions. Long-term debt stands at £400,000, which represents those long-term liabilities and loans undertaken by Seaview Resort that may affect operations, as such liabilities against equity of £450,000 indicate that the business firm has based in a proportion of 47% on the level of debt for the management of business operations.


[bookmark: _Toc148173107]Key Reasons behind the Decline in the Level of Profitability-
As mentioned in the case study, it can be observed that the decline or decrease in the level of the profits of a business entity depends upon many factors. Some of them that have been the major grounds for the decline in the profitability level of Seaview Resort Company are-
a) Sales Factor: According to Woodruff (2019), a company needs to sell enough products to be able to cover all its break-even costs of the business. In the hospitality business in which Seaview Resort is dealing, it can be said that the decline in revenue has been the major factor behind such poor profitability margin business. It is important in a business like hospitality to maintain revenue as it depicts the ability of the business to generate a level of profitability. Kryukova and Khetagurova 2020 have said hotels can manage their profitability indicators by concentrating on the most attractive sales channels. However, as per the case, the revenue has been declining over the years as the occupancy rate has decreased from 70% to 65% to 60% from 2020-2022. Thus, it can be said that the sales factor has been the key reason and ground due to which the profits have not been generated. 
b) Average Room Rate: Hill (2021) has stated the definition of the average room rate or average daily room rate as dividing the total amount of revenue by the number of actual rooms that have been sold by the business firm. It is one of the key factors that assist in deriving the revenue and profitability of the business. However, as per the case scenario of Seaview Resort, it can be said that a decline in the average room rate has been found. Over the years, the rate of the average room in the resort has been £250, £230, and £210 respectively from 2020 to 2022. This demonstrates that the rooms sold by the Seaview Resort have been declining over the years which have eventually led the business to have lower revenue. Such a situation has eventually influenced the profit margin leading the business to have poor results. 
c) Occupancy Rate: Following Hollander (2023), in the case of the hotel industry, the rate of occupancy demonstrates and represents the occupied rooms that have been there over the period respectively. The formula to calculate the same is several booked rooms divided by the total number of available rooms. Following the case of Seaview Resort, it can be observed that the rates have been declined representing that the rooms were not booked and they were getting empty over the period. The major reason behind the same can be the dissatisfaction of the customers and eventually, the profit margins have been impacted. 
[bookmark: _Toc148173108]Comprehensive Turnaround Strategy for Viable Outcomes-
For the development of Seaview resort, the main objective is to restore its financial situation and its status as a distinguished holiday retreat. This intricate approach encompasses initiatives addressing internal operational hurdles and external market shifts (Brewer et al., 2022). Firstly, a meticulous review of the resort's cost framework is essential, focusing keenly on detecting and rectifying inefficiencies. Renegotiating vendor contracts and optimizing operating procedures can quickly result in cost savings, which can reduce the resort's financial problems. Implementing dynamic pricing models, responsive to market dynamics and seasonal fluctuations, can maximize revenue. Additionally, introducing enticing packages and promotions tailored to diverse customer segments can spur demand, positively impacting occupancy rates and overall profitability. This strategic pricing approach should be complemented by a renewed emphasis on customer satisfaction.
To combat the decline in gross profit and the upswing in operating expenses, an investment in technology and operational efficiency takes precedence. The adoption of a robust property management system (PMS) can enhance reservation processes, inventory management, and overall operational efficiency (Weygandt et al., 2020).
According to the University of Wales (2023), it is one of the effective practices that shall be carried out as it describes the commitment of the company by undertaking all the relevant factors such as social, environmental, and economic impact respectively. The current scenario has justified that customer dissatisfaction has been one of the key reasons for such poor profit margins.
Moreover, staff training programs, centered on delivering exceptional customer service and upholding the resort's brand promise, play a pivotal role. Engaged and well-trained staff significantly contribute to an enhanced guest experience, fostering customer loyalty and positive reviews (Dierkes and Siepelmeyer, 2019).
According to the University of Wales (2023a), it is one of the strategies that appeal to price-sensitive customers. The spending is minimized and the achievement in the cost advantages is there which makes the contemporary organizations match. Seaview Resort shall look down on this strategy by providing such services that are unique and expand their operations in other locations as well so that the consumers can receive the best services throughout. 
[bookmark: _Toc148173109]The strategy must remain adaptable, responsive to evolving market trends, customer feedback, and the overall performance of the resort.

Conclusion-
The report has concluded the financial performance of Seaview Resort and it has been observed that over the last few years such as 2020, 2021 and 2022, the financials of the resort have been highly impacted due to various factors such as revenue, customer dissatisfaction, and high cost-bearing expenses. In addition, some of the factors and grounds have also been discussed concerning decline in the profitability such as average room rate, occupancy rate, and sales factor. Therefore, to improve the performance and restore financial health, it is advised that Seaview Resort adopt a cost leadership strategy, get involved in CSR activities, and bring innovations so that it is easy to attract investors and customers to have better margins. 
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