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[bookmark: _Toc150330700]Understanding the Purpose
This report carries objectives of an analysis of the financial performance of The Seaview Resort and the flaws in its strategies so that it can recover from the flaws. This report also represents the circumstances faced by the resort in the current period for which it should make changes with the help of a comprehensive turnover strategy. The firm must make a turnover strategy to improve the services, profitability, and customer rating. The report also has the objective of assessing the risks and financial viability of the resort so that they can mitigate the risks in their operations through the assistance of turnaround strategy.

[bookmark: _Toc150330701]Introduction
This report will discuss The Seaview Resort which is a 25-bed resort that includes event management, a bar, and a restaurant. The resort is situated on an eye-catching scenic beach view which was once known as an attractive spot for vacationers for leisure and relaxation. The financial situation of the resort in recent years was bad as they had a loss in the year 2022. The report will discuss that the firm suffered from loss because of low occupancy rates and average rate of room. The firm will analyze that it had bad financial performance because it had a bad customer review as they do not provide good customer service and they have old amenities.


[bookmark: _Toc150330702]Scope and Objectives
This report has a scope for managing and improving the performance of the Seaview Resort.
Some vital questions that need to be answered are-
1) The Seaview Resort must make an explanation of the financial performance since the last three financial years. 
2) The report has another objective of demonstrating the main causes for the diminishing profit in their operations.
3)  The third objective is to form a potential turnaround strategy to rebalance the resort's financial performance in the operations and reacquire its brand value of being called an eye-catching scenic beach view.

[bookmark: _Toc150330703]Financial Analysis
· [bookmark: _Toc150330704]Assessment of Income Statement Analysis
As per Allee et al., (2022), the income statement is used for recording the transparent aggregate income and expenditure data for evaluating the financial performance of a firm. The Seaview Resort has achieved sales of £5, 20,000 in the year 2020 which then decreased to £480,000 in the year 2021, and at last again decreased to £430,000 in the financial year 2022 which shows fluctuations. 
· [bookmark: _Toc150330705]Assessment of Balance Sheet Analysis
According to Selyutin, (2019), the balance sheet consists of items such as assets, loans, liquid assets, deposits, short-term debt, equity, and liabilities which need to be recorded in the accounts. The amount of assets in 2022 of Seaview Resort was enough to pay the overall liabilities of £580,000, and the amount of equity was less than the total liability.
· [bookmark: _Toc150330706]Assessment of Cash Flow Analysis
As discussed by Hasibuan and Handriyani (2023), the cash flow analysis is a tool that helps in the financial analysis to know the source of cash and allotment of the cash by the firm. The Seaview Resort does not have enough cash to pay declared dividends, reacquire assets, and pay the bills in cash.
· [bookmark: _Toc150330707]Calculation of the financial ratios
Table 1: Calculation of financial ratios from 2023 to 2026
	Financial Ratios for 2023 - 2026 of The Seaview Resort

	Particulars
	2022 (£)

	Current Assets
	250,000

	Current Liabilities
	180,000

	Formula - Current Ratio = Current Assets/ Current Liabilities
	 

	Current Ratio
	1.39

	 
	 

	 
	 

	Current Assets
	250,000

	Inventory
	100,000

	Current Liabilities
	180,000

	Formula - Quick Ratio= Current Assets - Inventory / Current Liabilities
	 

	Quick Ratio
	0.83

	 
	 

	 
	 

	Debt
	750,000

	Equity
	450,000

	Formula - Debt-to-Equity Ratio = Debt / Equity
	 

	Debt-to-Equity Ratio
	1.67

	 
	 

	 
	 

	Net Profit
	-17,500

	Total Assets
	1,200,000

	Formula - Return on Assets = Net Profit (Loss) / Total Assets
	 

	Return on Assets
	-1%

	 
	 

	 
	 

	Net profit
	-17,500

	Total Equity
	450,000

	Formula - Return on Equity = Net Profit (Loss) / Total Equity
	 

	Return on Equity
	-4%



· [bookmark: _Toc150330708]The Financial Ratios
	Ratios
	Analysis

	Current Ratio
	As per Siregar and Harahap (2021), the current ratio calculates the ability of an organization to pay its obligations within one year by the current assets. The current ratio of The Seaview Resort has been analyzed as an ideal ratio in the year 2022 as the number of current assets owned by the resort is more than the current obligations (Appendix 1).

	Quick Ratio
	In accordance with Purnomo, 2018), the quick ratio means that the current assets after reducing the inventory of the firm with the current liabilities. This ratio analyzed for The Seaview Resort was not good as the quantity of inventory has reduced the quantity of liquid assets which leads to a low ratio (Appendix 2).

	Debt to Equity Ratio
	In the study of Hertina, (2021), the debt-to-equity ratio is related to the solvency of the company that compares the overall liability owned to the overall equity acquired for funding the operations. In reference to the resort, this ratio has been high which is not good for the company as it will lead to difficulty in paying the debt with the help of a low amount of equity (Appendix 3).

	Return on Assets Ratio
	As per the research of Puspitasari et al., (2021), the return on assets ratio is used to calculate the profitability of an organization as it assesses the organization’s return on investment in a way that can be easily judged in efficiency by comparing to the other entities. This ratio was examined as -1% which resulted in the bad financial performance of the organization because the net profit calculated for the resort was negative (Appendix 4).

	Return on Equity Ratio
	According to Siregar and Harahap, (2021), the return on equity ratio explains the relationship between the profit after tax and overall owned capital which is owned by the owners. This ratio was calculated as -4% which shows that the resort does not have enough profit for the shareholders (Appendix 5).





[bookmark: _Toc150330709]SWOT Analysis
As per Teoli, (2019), this is an organizational strategy tool that identifies strengths, weaknesses, opportunities, and threats used to examine the internal as well as external environment and competition in the market.
	Strengths
	Weaknesses

	· Resort’s Location – The location of the resort is identified as a premium, eye-catching beach view, and attractive to the customers which lead them to prefer the area to search as the first option. As per Valentin et al., (2019), this will contribute to the market value.
· User-friendly online booking – According to Kamal et al., (2018), customers can book the resort which is helpful, energetic, and easy for them and the entity can reply to their inquiries online.
	· Internal Resources – As per Siwek et al., (2022), the resort has old amenities which must redesign the amenities and the services as it does not meet the expectations of the customers. The other modern resorts have better-updated amenities in comparison to this resort.
· Brand Reputation – According to Ramgade and Kumar (2021), brand reputation plays a vital role in the satisfaction judged from the customer reviews given which examined the bad of the resort.

	Opportunities
	Threats

	· Health concerns – As per Chen and Jiang, (2019), the customers are attracted to the health and hygiene measures taken by the hospitality industry in the UK as the resort is learning eco-friendly practices.
· Scope of technology – In accordance with Pizam et al., (2021), the resort can update its technology in service delivery which can impact good profitability, efficiency, and operations for satisfying the customers.
	· High taxes –As per the study of Heffer-Flaata et al., (2021), the high taxes implied by the government of the UK can be a disadvantage for the revenue and demand of the customers.
· New firms enter in market – As per Chang and Sokol, (2022), the customers embrace the modern amenities of the new entrants in the market which is a negative factor for the resort as it has old facilities that need to be renewed and updated.





[bookmark: _Toc150330710]Market Analysis
The market trends evaluated in the case of The Seaview Resort have been such as –
· Customers prefer resorts that are acquiring some economic measures and expert as well as experienced travel services in the UK.
· As per Ali et al., (2021), the customers are mostly satisfied by the service quality they are served as well as the updates and modern amenities provided by the resorts. In the case of The Seaview Resort the staff provides bad services and old amenities. This is a type of potential growth opportunity in which the company can improve.
According to Valentin et al., (2019), the resort is based in a competitive landscape as new modern resorts are performing better than The Seaview Resort. The target segment is the new customers who are not experienced as they will give a chance in the improved strategies to review good for the resort.


[bookmark: _Toc150330711]Turnaround Strategy
[bookmark: _Toc150330712]Revenue Growth
The revenue earned by The Seaview Resort in 2022 was £430, 000 in the year which has decreased over the past two years. As per Allee et al., (2022), it is assumed that the resort will be earning at an increasing rate of 20% in 2023 – 2026 which can be achieved by growing the average room rate which has declined till now.
[bookmark: _Toc150330713]Net Profit Margin Target
The net profit margin in 2022 was -11% which was showing inefficient profitability. The firm has targeted the net profit to increase by 1% every year from 2023 to 2026. This can be achieved by increasing the occupancy rate because it was lower till 2022.
[bookmark: _Toc150330714]Cash Flow Break-Even
The net cash flow attained by the firm was £-80,000 in 2022. As per Hasibuan and Handriyani (2023), the net cash flow will be increasing by 30% from 2023 to 2026. The firm needs to improve its strategies in its operational activities to achieve this target.

[bookmark: _Toc150330715]Financial Projections
Table 2: Financial projections in the turnover strategy in 2023-2026
	Income Statement (2023-2026)

	Item
	2023
	2024
	2025
	2026

	Total Revenue
	430,000
	516,000
	619,200
	743,040

	Operating Expenses
	483,750
	520031.25
	559033.59
	600961.11

	Gross Profit
	110,400
	152352
	210245.76
	290139.15

	Net Profit
	18,200
	18,928
	19,685
	20,473

	Net Profit Margin
	10%
	11%
	12%
	13%

	
	
	
	
	

	Balance Sheet (2023-2026)

	Item
	2023
	2024
	2025
	2026

	Total Assets
	1,320,000
	1,452,000
	1,597,200
	1,756,920

	Current Assets
	275,000
	302,500
	332,750
	366,025

	Property & Equip.
	880,000
	968,000
	1,064,800
	1,171,280

	Other Assets
	165,000
	181,500
	199,650
	219,615

	Total Liabilities
	825,000
	907,500
	998,250
	1,098,075

	Current Liabilities
	198,000
	217,800
	239,580
	263,538

	Long-term Debt
	550,000
	605,000
	665,500
	732,050

	Equity
	495,000
	544,500
	598,950
	658,845

	
	
	
	
	

	Cash Flow (2023-2026)

	Item
	2023
	2024
	2025
	2026

	Net Cash Flow from Operations
	104,000
	104,000
	104,000
	104,000

	Capital Expenditures
	30,000
	30,000
	30,000
	30,000

	Net Cash Flow (Change in Cash Balance)
	74,000
	74,000
	74,000
	74,000




[bookmark: _Toc150330716]Risk Assessment
	Risks
	Mitigation Plan

	Financial Risks – This is related to the resort’s financial system and liabilities owned for its operations. The Seaview Resort has recorded low profitability and revenue in 2021 and 2022 which has resulted in financial risk.

	The financial risk can be mitigated by financial planning for the estimation, budgeting, and by making comprehensive financial strategies.

	Market Risks – It refers to the risk in market variation that impacts the resort’s sales and profit. In the case of the resort, there has been low profit and revenue which is due to the unfavorable market situations.

	As per Shin and Kang, (2020), the resort can reduce the market risks by updating the technology which will improve in health and online hotel booking demands of the customers.


	Operational Risks – It refers to the risks in internal execution, systems, or human default which will result in operational instability. In the case of The Seaview Resort, the staff can default in operations which are considered operational risk.

	About The Seaview Resort the financial risks can be handled by implementing the turnaround strategies.



- 

[bookmark: _Toc150330717]Conclusion
It has been found that The Seaview Resort had a low profitability and revenue in the year 2022 for which there has been a preparation of a comprehensive turnaround strategy. The expected positive results were targeting increasing revenue by 20%, net profit margin by 1%, and 30% increase in the net cash flow from operations from 2023 to 2026. The firm has assessed risks which were financial risks. The turnaround strategy is important to mitigate the profitability, efficiency, revenue, operational risks, and financial risks.

[bookmark: _Toc150330718]Recommendations
The owner and management of the resort are recommended to increase the average room rate as well as the occupancy rate to achieve the turnaround strategy. The firm should update the technology as well as the old amenities into the recent ones which will help them to attract the customers. They are suggested to take concern of the customer reviews and the reasons for customer dissatisfaction.
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[bookmark: _Toc150330726]Executive Summary
This report has examined the turnaround strategy which states that there will be an increase in revenue by 20%, an increase in net profit margin by 1%, and an increase in net cash flow by 30%. The report has assessed risks which are financial risks that can be mitigated by financial planning, market risks that can be mitigated by updating technology, and operating risks that can be reduced by implementing turnaround strategies. It has been analyzed that the firm should improve in profitability, efficiency, revenue, operational risks, and financial risks. The firm will conquer weaknesses such as internal resources as well as brand reputation and use its strengths such as premium location as well as online booking in future. 
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