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[bookmark: _Toc148699572]Introduction
    This report will be based on a case study about The Seaview Resort which is owned by Mr. James Henderson. The resort is located on a photogenic coastal place which used to be a spot for holidays, luxury, and leisure. Currently, that resort is experiencing a decrease in revenue, customer satisfaction, and occupancy rates. The owner of the resort is now worried about the upcoming viability of the entity. There will be a need to analyze if the entity has been salvaged by an enhanced strategy. It will be necessary to evaluate the financial performance of the resort for the previous three years. Then the report will identify the main reason behind the decrement in profitability. At last, a comprehensive turnaround strategy will be displayed to enhance the financial quality of the resort and redevelop its dignity as a premier holiday resort or highly viable financial results.
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The financial performance can be analyzed through three financial statements which are given below – 
· Income Statement Analysis (2020-2022) – As per the research of Robinson (2020), this is a type of financial statement in which the revenues and expenditures of an organization are recorded. As per Sardo et al. (2018), the costs incurred by the business must be recovered by the revenue it has generated for a period. The income statement has items included in it which are as discussed according to the financial performance of The Seaview Resort over the past three years as follows – 
· Total Revenue – According to (Alvarez et al. 2021), this is used to examine the sales of all the goods and services for a period without deducting the expenses. The Seaview Resort had a downgrading revenue from 2020 to 2022. It has been noticed that the entity has decreased its sales which is leading to the worsening of total revenue. The total revenue is the base part of the income statement which will influence other items in the financials to be downgraded. The total revenue of The Seaview Resort has been recorded at £520,000 in 2020, £480,000 in 2021, and £430,000 in 2022.

Figure 1: Revenue over 3 years
1. Operating Expenses – As per Robinson (2020), the expenses incurred in the running of the business have been increasing over the past three years. There is a growth in the operating expenses which has led to which was noticed to be sharp in 2022. The operating expenses in 2020 were recorded at £390,000, £400,000 in 2021, and £450,000 in 2022.

Figure 2: Operating Expenses over 3 years
2. Gross Profit – As per Robinson (2020), the gross profit is examined by deducting the cost of goods sold from sales. The gross profit of The Seaview Resort has been analyzed as decreased after 2020 and remained the same till the last year. The Gross Profit of The Seaview Resort was recorded to be at £130,000 in 2020, £80,000 in 2021, and the same in 2022 as it was in 2021. The entity first degraded in the amount of gross profit earned in 2021 and then it did not recover it in the next year as it was constant.

Figure 3: Gross Profit over three years
3. Net Profit Margin – According to Robinson (2020), it is described as the amount of net income earned as a percentage of sales of products and services. This will help in assessing the level of growth made by the firm by selling the goods and services. The net profit of The Seaview Resort entity has declined in the past three years. It was noticed that the net profit was at £78,000 in 2020, £40,000 in 2021, and £17,500 in 2022. 
This is analyzed that the net profit has been decreasing constantly over the past three years. The line chart below explains the net profit margin which refers to the percentage of net income earned from the amount of sales generated from the goods and services. The net profit margin was calculated as 15% in 2020, 8% in 2021, and 4% in 2022. It has been declining which means the profit of the resort has also degraded for three years.

Figure 4: Net Profit Margin over 3 years
· Balance Sheet Analysis (End of 2022) – As per Bello and Sensini (2020), the balance sheet is used to measure the financial position of the entity for a point in time. In the case of The Seaview Resort, they have funded their assets more from liabilities and debt than equity. 
According to Migliaccio (2018), balance sheet highlights the main areas of profitability which will analyze the trend, financial efficiency, and decision-making of the hospitality sector. Seaview Resort’s current assets were recorded at £250,000. The property and equipment were recorded at £800,000 in which the £100,000 is inventory already included and other assets were recorded to be £150,000. Their long-term debt is greater than their current liabilities. The current liabilities were recorded at £500,000 which is much less than the long-term debt which was £500,000.

Figure 5: Balance Sheet Analysis for 2022
 
· Cash Flow Analysis (2021) – As per the research of Robinson (2020), the cash flow statement explains the cash inflow as well as cash outflow made by the entity from the three types of activities such as operating, investing, and financing activities. The net cash flow from operations made by The Seaview Resort was recorded at -£80,000 which states that they had a loss in their operations for the year 2021. 
As per Günay and Fatih, (2020), the cash flow analysis is used for analyzing the variation in cash and cash equivalents. The capital expenditures which were added to the net cash flow from operations were recorded at £30,000. The net cash flow is the result of the summation of Net Cash Flow from Operations and Net Cash Flow which was recorded at -£110,000. The Seaview Resort has declined its net cash flow from £110,000 which affected the cash in hand of the business. 
Additional Financial Information – There is some additional information on which it is analyzed that the average room rate has been declining over the past three years which was £250 in 2020, £230 in 2021, and £210 in 2022. This describes that the resort has a low demand for the rooms. The people are now less interested in purchasing the rooms.

Figure 6: Average Room Rate over 3 years
The occupancy rate of The Seaview Resort has also been declining over the past three years which was 70% in 2020, 65% in 2021, and 60% in 2022. 

Figure 7: Occupancy Rate in Percentage over 3 years
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It has been observed that the profit earned by The Seaview Resort has been degrading over the past three years. The reasons behind declining profitability have been explained below as follows – 
· Decline in Occupancy Rates – As per Revfine, (2023), the occupancy rate means the quantity of occupied rooms which is to be compared to the overall quantity of rooms available. As per Zaki and Qoura, (2019), occupancy rates are calculated by dividing the sales made to the quantity of vacant rooms. This will ensure the quantity of space available or left spare for the people. This is calculated in the form of a percentage as the occupancy rate of The Seaview Resort has been declining by 5% every year. 
According to the study of Hollander (2023), the 100% occupancy rate is not good for the entity as this will justify that the resort has insufficient rental space available for the people. As per the research of Ginindza and Tichaawa, (2019), the target of an organization is to manage the full occupancy percentage to result in better financial performance. Accordingly, The Seaview Resort has also a cause of decrease in profitability which is led by the decrease in occupancy rates as observed over the three past years.
· Customer Satisfaction – As per Belcher, (2019), customer satisfaction is all about the loyalty and happiness the people give in the form of a review after experiencing a dynamic service from the entity. As per the study of Bhuian (2021) customer satisfaction in hospitality has been affected by some factors that are service, customer perception, customer emotion, family, friends, and workplace co-workers. As per Anagnostopoulou et al., (2019), customer satisfaction with The Seaview Resort has been decreasing due to these factors which are declining their profitability.
· Service Quality – According to Qiu et al., (2019), it indicates how successful an entity is in providing services to customers which is based on the level of satisfaction. This will determine the loyalty of the customers. As per Ali et al., (2021), inappropriate service quality which represents less trust, customer satisfaction, and loyalty would lead to a degradation in profitability. Accordingly, the low service quality which has been analyzed in The Seaview Resort has led to a decline in profitability.
· Outdated Amenities – As per Typeset, (2023), the outdated amenities in hospitality mean the old facilities and services as they are not according to the present trends and customer expectations. As per Alemayehu, (2020), this can include outdated technology and equipment. According to the research of Sese et al., (2022), the outdated amenities in the room, delayed replies to the requests, and low quality of room hygiene have led to low customer satisfaction which has eventually reduced the profitability of the firm. As per the research of Stringam and Gerdes (2021), The Seaview Resort has also been providing low and old technologies in their rooms which has led to low profitability. 
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There are some strategies listed according to the bad financial performance of The Seaview Resort and the causes need to be focused on for improvement of their financial results. Some of the strategies in the perspective of weakness of The Seaview Resort are mentioned below as – 
· Execute Online Booking System – The Seaview Resort must start an online booking system that will aware new customers who would like to experience after the resort has revitalized their services. As per Hotel Chantelle, (2023), this strategy will help in easy bookings for the resort by a website.
· Utilize high-quality pictures and videos – The Seaview Resort is already using outdated technology which it needs to improve upon. As per Openkey, (2023), the poor lack of mobile-friendly solutions must be improved by the hospitality sectors for improving their financial performance.
· Enhance technology – As per Insight, (2023), this is a vital factor to be improved in the hospitality industry. The Seaview Resort has also not focused on the updated amenities which has led to low profitability. 
· Take Feedback from guests – As per Openkey, (2023), the negative reviews of the guests about the bad technology such as weak Wi-Fi and old trends in the room layout have made the owner aware of the reason why they cannot attract the customers. This must be improved in the resort to enhance the financial performance of the entity.
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This report has made a conclusion about the financial performance of The Seaview Resort which has lacked customer satisfaction, good technology, and an occupancy rate. It was analyzed that the entity had outdated amenities which were suggested to be improved upon. The entity has been performing badly in its financial statements such as the balance sheet, the income statement, and the cash flow statement as noticed that the entity had poor margins in all its statements of the past 3 years. The firm has a downgrading revenue, increasing operating expenses, declining gross profit margin, and low cash in hand. They had reported higher total liabilities than the equity which means the firm had funded more from the liabilities than the equity as the ratio of Debt to Equity has been high. The firm must improve its strategies such as executing an online booking system, utilizing high-quality pictures and videos as well as updating to new technologies. 
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Gross Profit	2020	2021	2022	130000	80000	80000	Years

Amount(£)




Net Profit Margin	2020	2021	2022	0.15	0.08	0.04	Years

Percentage of growth



Balanace Sheet Analysis
Total Assets	Total Liabilities	Equity	1200000	750000	450000	
Amount(£)




 Average Room Rate	2020	2021	2022	250	230	210	Years

Amount(£) 




Occupance Rate	2020	2021	2022	0.7	0.65	0.6	Years

Percentage of occupancy rate




Revenue 	2020	2021	2022	520000	480000	430000	Years

Amount(£)




Operating Expenses	2020	2021	2022	390000	400000	450000	Years

Amount(£)
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