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Financial statements can provide insight on how well an organization has performed throughout a financial year (Fridson and Alvarez, 2022). The analysis of these statements can help the managers in making effective and more informed decision to improve the services and to enhance profitability. It is very important for the managers to analyse the financial performance effectively and accurately so that no wrong information is generated and no misconception is occurred (Robinson, 2020). The analysis of the financial performance of Seaview Resort will provide insights on the key reasons of the decline of profitability that the resort has been experiencing. This report will also generate a turnover strategy for the resort to improve its profitability and its reputation. 
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The analysis of financial performance includes reviewing and analysing financial performance of an organisation over a period to determine efficiency of performance for making for informed and better decisions (Alaminos et al., 2020). Likewise, the financial performance analysis of Seaview Resort regarding its income statement, balance sheet, cash flow statement and additional information of three consecutive years will provide reliable information that can help in analysing the root cause of declining profitability and in making a more detailed and comprehensive turnaround strategy. 
[bookmark: _Toc149663469]Income statement analysis
The income statement of Seaview Resort from 2020 to 2022 shows how the hotel has performed over the three years and how the performance has been changed from one year to another. 
The total revenue of the resort from 2020 to 2022 were £520,000, £480,000 and £430,000. There is a declining total revenue since the total revenue of Seaview Resort has decreased steadily from 2020 to 2022 indicating decreasing rate of customers as well as declining market competitiveness. The operating expenses have been increasing steadily from 2020 to 2022. A continuous increase is seen in the operating expenses which has increased from £390,000 to £400,000 and then £450,000. This represents a huge increase in operating expense which has significant impact on declining profitability of the resort. This might be due to the rising expenses of each and every materials, supplies and other expenses. Due to the increasing operating expenses and declining revenues, a steady decline is also seen in the gross profit (Paramita, 2022). In 2020, Seaview Resort has experienced £130,000 gross profit which declined to £80,000 in both 2021 and 2022. The increasing operating expenses in 2021 and 2022 has impacted on the static gross profit in both of the years. The result reflects that the total revenues are not enough for covering the increasing operating expenses to enhance gross profit. The net profit analysis of Seaview Resort has changed the entire picture as the company’s net profit has been declining significantly. In 2020, the net profit of the resort was £78000 which has decreased to £40,000 in 2021 and then it went down to £17500 in 2022. This huge changes in the net profit has significantly impacted the overall profitability of the company which has become the cause of concern. The declining net profit margin shows clearly that the Seaview Resort is facing difficulties in managing its profitability (Siwei, 2022). The net profit margin has been declining from 15% in 2020 to 8% in 2021 and then 4% in 2022. Questions arise against the efficiency of the financial performance of the resort as to why the profitability is declining. If this continues without the resort taking any advanced measurements for recovering than there are possibility of incurring losses in the future. 
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The balance sheet analysis will provide insights about the total assets and liabilities of the Seaview Resort along with the total equity. Balanced sheet can be analysed for demonstrating the financial position of the resort regarding the current market conditions and the impact of competitors (Ylinen et al., 2022). The balance sheet of Seaview Resort for the year ended in 2022 shows that the total assets of the resort is £1,200,000 containing current assets of £250,000, property & equipment of £800,000 and other assets of £150,000. A significant portion of the total assets is invested in the property and equipment which can be an opportunity for the company to optimise its assets. There are £750,000 of total liabilities of Seaview Resort containing £180,000 of current liabilities and £500,000 of long-term liabilities. There is a high burden of long term liabilities on Seaview Resort due to higher long-term liabilities. This might have impact on the equity of the resort.The equity of the resort is £450,000. The total equity of the resort is relatively low in comparison of the resort’s total assets. This can reflect that the resort is highly leveraged. 
If current ratio of Seaview Resort is calculated then it would be like 
Current ratio = Current asset/ Current liabilities 
                         = £250,000/ £180,000
                         = 1.4
The current ratio analysis of Seaview Resort indicates that the liquidity of the company is standard and the company is capable of meeting its short term obligations since its current asset is higher than its current liabilities. 
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The cash flow analysis of Seaview Resort for the year ended in 2021 presents that there is a negative net cash flow from operations. The -£80,000 net cash flow from operations demonstrates that the resort is going through operation losses. This segment of the cash flow statement indicates that the resort is not capable of generating enough revenue for covering its operating expenses which has led to generating operating losses. The cash flow from capital expenditure indicates a positive amount of £30,000 which represents that Seaview Resort has spent £30,000 on investment which might include purchasing new equipment, investing in property, conducting renovation and improvement in the resort and so on. Seaview Resort has prioritized its capital investment for increasing its property and equipment. The net cash flow of Seaview Resort shows a negative figure of -£110,000 which indicates that there was a declining cash in hand for the year 2021. This might mean that the resort has to take additional debt for covering the extra expenses and its operating losses (Koliesnichenko and Tkachenko, 2023). 
The cash flow statement of Seaview Resort doesn’t provide positive insights of the overall financial performance of the resort as the resort has experienced operating losses and negative cash balance in the end. 
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The average room rate (ARR) of Seaview Resort has been decreasing from 2020 to 2022 with a steady decline. The ARR was £250 in 2020 which has become £230 in 2021 and £210 in 2020. Around £40 has been declined which is a huge issue for the resort since operating expenses have been increasing every year. The declining ARR along with an increasing operating expenses provides negative signal that the resort will be facing serious profitability decline in the future. 
Likewise, the occupancy rate of the resort has been declining from 2020 to 2022. The rate has decreased from 70% in 2020 to 60% in 2022. A 10% decline within 2 years has significant impact on the total revenue of the company. Along with the decreasing occupancy rate due to the changing customer preferences, impact of competitors, decreasing competitive advantages, the resort is failing to make enough revenues to cover the increasing operating expenses. The declining demand of the customers in taking the services of Seaview Resort indicates that the resort might experience potential revenue losses in the future.

[bookmark: _Toc149663473]The key reasons behind the decline in profitability
Seaview Resort has been experiencing decline in profitability since 2021 as the total revenue has started to decrease in 2021 which continued to 2022 as well. The loss of competitiveness in the market is the key reason behind such decline of profitability of the resort. New entrants are making sustainable position in the market by offering required services which is eco-friendly tourism (Sihombing et al., 2022). Customer preferences is changing significantly due to the surrounding environmental conditions. They have become more concerned about the impact of their tourism on the environment which is why more customers are becoming interested in staying at eco-friendly hotels and resorts instead of high quality and premium resorts. The significant changes of customer preferences and choices impacted the profitability of the Seaview Resort as few customers have taken their services in 2021 and 2022. Besides, the competitive strategies of the competitors in the market contribute in attracting more customers. The target customers of Seaview Resort are leaving the resort and switching into another brand for availing different services that align with their preferences and choice (Setiawan and Rosa, 2023). Besides, the declining service quality of Seaview Resort has demotivated the customers to leave the resort and to choose other resorts that are offering better services. The competitive market condition, changing customer preferences as well as the declining service quality of Seaview Resort have resulted in declining occupancy rate. The declining occupancy rate indicates that less customers have taken services of Seaview Resort in the previous years which has contributed in the declining profitability rate. Moreover, the increasing operating expenses has impacted the company’s profitability. Though the revenue has been declining, the expenses were increasing which made the company unable to over the increasing expenses by the revenues. The inability of the company to meet its expenses has contributed on eroding profits. 
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Seaview Resort needs to take effective actions and measurements for bringing changes in its current business operations and for improving its financial performance. The declining profitability need to be handled by implementing effective turnaround strategy so that the resort can restore its reputation, improve financial health and be considered as a premium vacation destination towards the customers. 
· First the resort need to conduct a thorough market research for understating the current market trend, market conditions, number of competitors, strategies and offering of the competitors so that it can have complete insights of the market conditions and can bring changes in its strategies, offerings and tactics. It should improve its service quality for attracting the target customers as well as the potential customers for enhancing its occupancy rate. The declining service quality need to be improved after understating what is demanded by the target customers and what is not provided by other competitors. The missing services that no one is offering should be included for attracting the customers.
· The cost of operation should be minimized by applying cost reduction strategy so that the company becomes capable of offering quality services at lower cost and can ensure a profitable margin after bearing all of the cost. The expenses of unnecessary activities should be eliminated. Activities that don’t have any significant impact on customer satisfaction need to be eliminated for reducing the costs. The supplier contracts need to be renegotiated for minimizing the costs of supplies so that the overall cost can be reduced. 
· Investment should be made on the amenities of resorts for enhancing the facilities and service quality so that customers feel relaxed and become more satisfied. 
· Marketing and promotion is very necessary for Seaview Resort for making the customers aware of its upgraded services. It should depend more on digital marketing for attracting more customers by reaching to mass populations since maximum people are using social media nowadays. The declining profitability need to be improved by becoming more popular towards the customers through effective publications so that more customers come to take the services offered by the resort. 
· The employee training is a must for educating the employee and improving their skills so that they can provide quality services to the customers and can enhance customer satisfaction by their generous behaviour. 
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Profitability of an organisation depends on many things. Customer centric organisations can ensure profitability by offering quality services to the customers for making them satisfied. Seaview Resort has been dealing of profitability decline due to decreasing service quality, increased competition as well as the changing customer preference and choice. The resort should bring changes in its offering for meeting the requirements of the customers so that it can attract more customers and increase its occupancy rate to increase revenue. 
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