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Executive Summary
This business report has been prepared to assess whether business and financial condition of Seaview Resort is viable. First of all, the challenge and reasons for reduction of revenue and profit of Seaview Resort has been identified. Based on the problem and research question, the scope and objective of research has been identified. Under the part of financial analysis, income statement analysis, balance sheet analysis, cashflow statement analysis, and financial ratio analysis has been performed. A SWOT analysis has been performed and a turnaround strategy has been set based on results of SWOT analysis (Brenner & Dascher, 2015).   



[bookmark: _Toc150722490]Introduction
Seaview Resort is one of the best luxurious hotels which was situated in the lucrative coastal area (Collis, 2016). Seaview Resort offers restaurant service, suit service, bar facilities, and event facilities to its customers. The coastal area where Seaview Resort is situated is very popular to visitors, travelers, and tourists. Recently, it is observed that the revenue and profitability of Seaview Resort has been declined significantly along with reduction of occupancy rate and customer satisfaction rate (Diamond et al., 2020). From the income statement of Seaview Resort, it is observed that the revenue is following the decreasing trend and decreased to £4,30,000 in the year 2022 from £5,20,000 in the year 2020. As revenue of Seaview Resort follows the decreasing trend of revenue, the net profit of Seaview Resort  has also decreased and subsequently faced net loss. Initially, the management of Seaview Resort identified that revenue and net profit has decreased due to lower customer satisfaction and shifting of customer behaviors.


[bookmark: _Toc150722491]Scope and objectives
This research report has been analysed to achieve the following objectives: 
· to assess whether the business of Seaview Resort is financially viable;
· to identify the reasons for decreasing of revenue and profit; and
· to suggest appropriate solution for retrieve reputation and financial performance of Seaview Resort.
To achieve the above-mentioned objectives, financial analysts will analyse the financial statements, market position, strengths & weakness, and present condition of the hotel and tourism industry (Graham et al., 2021). After that, an appropriate strategy will be suggested and a financial projection will be prepared.


[bookmark: _Toc150722492]Financial Analysis
To perform the financial analysis, profit & loss, balance sheet, and cashflow statements will be analysed (Imdieke & Smith, 2021). Apart from this, the key financial ratios will be calculated and interpreted to assess financial viability and financial condition of Seaview Resort.
[bookmark: _Toc150722493]Income Statement Analysis
Generally, income statements contain the financial information about revenue, cost of goods sold, gross profit, operating profit, and net profit of the business (Kemp et al., 2021). Under the income statement analysis, the trend of the revenue, expenses, and profitability will be assessed. 
	Item
	2020
	2021
	% Change
	2022
	% Change

	Total Revenue
	 £ 520,000 
	 £ 480,000 
	-8%
	 £ 430,000 
	-11.63%

	Operating Expense
	 £ 390,000 
	 £ 400,000 
	3%
	 £ 450,000 
	11.11%

	Gross Profit
	 £ 130,000 
	 £ 80,000 
	-38%
	 £ 80,000 
	0.00%

	Net Profit
	 £ 78,000 
	 £ 40,000 
	-49%
	 £ 17,500 
	-128.57%

	Net Profit Margin
	15%
	8%
	 
	4%
	 



From the above financial information, it is observed that the revenue of Seaview Resort has followed the decreasing trends for the last three years. Revenue has decreased by 8% from the year 2020 to year 2021. Further, revenue has further decreased by 11.63% from the year 2021 to the year 2022. Although, revenue has decreased over the last three years the operating expense has been increased for the last three years (Libby et al., 2023). Because of decreasing of revenue and increasing of operating expense, the net profit of Seaview Resort has decreased for the last three years (Parkin, 2023).
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Generally, balance sheet contains the financial information about asset, liability, equity of the business. Under the balance sheet analysis, the trend of the asset, liability, and equity will be assessed (Spiceland et al., 2022). 
	Item
	Amount

	Total Assets
	       1,030,000 

	Current Asset
	         250,000 

	Property & Equipment
	         630,000 

	Other Asset
	         150,000 

	  

	Total Liabilities and Equity
	       1,030,000 

	Total Liabilities
	         580,000 

	Current Liabilities
	         180,000 

	Long-term Debt
	         400,000 

	Equity
	         450,000 



From the above financial information, it is observed that the current asset, property & equipment, and other asset worth of amounting to BDT 2,50,000, BDT 6,30,000, and BDT 1,50,000 respectively. On the other hand, it is observed that the current liability and long-term liability worth of amounting to BDT 1,80,000 and BDT 4,00,000. From the above financial information, it is also observed that the value of current asset is higher than value of current liabilities. So, this company has enough liquidity in terms of working capital requirement (Warren et al., 2024).  
[bookmark: _Toc150722495]Cashflow statement analysis
The cashflow statement contains financial information regarding cashflow operating activities, cash flow from investing activities, and cashflow from financing activities (Correia et al., 2019). The flow of cash in and cash out has been analysed through analysis of the cash flow statements. 
	Item
	Amount

	Net Cash Flow from Operation
	(80,000)

	Capital Expenditures
	(30,000)

	Net Cash Flow (Change in Cash Balance)
	(1,10,000)



From the above cash flow related information, it is observed that the cash flow operation is negative and the negative cashflow indicates that Seaview Resort cannot generate positive cash from its operation (Crane, 2018). It indicates that the cashflow position of Seaview Resort is not good enough. Further, Seaview Resort has made investment on capital expenditure during this year. 
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Financial ratio analysis helps the business organisation to assess the financial condition and financial performance in different dimensions like liquidity, solvency, and profitability (Droms, 2022). The financial ratios of Seaview Resort have been calculated below along with interpretations.
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Current ratio is calculated to assess liquidity of the company through comparison of current assets and current liabilities (Financial management, 2021). The current ratio of Seaview Resort is calculated below:
Current Ratio =     =  = 1.38:1
The current ratio of Seaview resort indicates that it has current asset worth of £1.38 against current liability worth of £1. The current ratio of Seaview Resort is not satisfactory at all as the value of current ratio is less than 2:1.
[bookmark: _Toc150722498]Quick Ratio
Quick ratio is calculated to assess liquidity of the company through comparison of current assets except value of inventory and current liabilities (Financial management, 2014). The quick ratio of Seaview Resort is calculated below:
Quick Ratio =     =  = 0.833:1

The quick ratio of Seaview resort indicates that it has current asset worth of £0.8331 against current liability worth of £1. The quick ratio of Seaview Resort is not satisfactory at all as the value of quick ratio is less than 1:1.
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Debt to Equity ratio is calculated to assess solvency of the company through comparison of total debt and total equity (Johnson & Melicher, 2021). The debt-to-equity ratio of Seaview Resort is calculated below:
Debt to Equity Ratio =     =  = 0.88:1
The debt-to-equity ratio of Seaview resort indicates that it has debt worth of £0.88 against equity worth of £1. The debt-to-equity ratio of Seaview Resort is satisfactory at all as the value of equity is greater than its long-term debt.
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Return on Asset is calculated to assess profitability of the company through comparison of total Asset and total net profit (Khan & Jain, 2019). The Return on Asset of Seaview Resort is calculated below:
Return on Asset =     =  = 1.69%
The Return on Asset of Seaview resort indicates that this company can generate net profit of £1.69 with utilisation of asset worth of £100. The Return on Asset of Seaview Resort is very minimal and it also indicates that the company is not capable to utilise its asset at satisfactory level.
[bookmark: _Toc150722501]Return on Equity
Return on Equity is calculated to assess profitability of the company through comparison of total equity and total net profit (Pandey, 2021). The Return on Equity of Seaview Resort is calculated below:
Return on Equity =     =  = 3.88%
The Return on Equity of Seaview resort indicates that this company can generate net profit of £3.88 with utilisation of asset worth of £100. The Return on Equity of Seaview Resort is very minimal and it also indicates that the company is not capable to utilise its equity at satisfactory level.
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Average Rate of room means average revenue generated from renting out the room (Petty, 2022). The average rate of room is calculated by dividing the total revenue generated during the period by the numbers of room rented out. The average room rate of Seaview Resort is given below for the last three years:
	Year
	Average Room Rate (£)

	2020
	250

	2021
	230

	2022
	210


 
From the above table, it is observed that the average room rate of Seaview Resort has been declined over the last three years. This decline has been occurred due to reduction of the total revenue over the last three years. 
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Occupancy rate means percentage of room occupied by the users or customers out of the total available room (Wilson, 2018). The management of hotel and tourism business organisation has calculated the occupancy rate to assess performance of the business. The occupancy rate of Seaview Resort is given below for the last three years:
	Year
	Occupancy Rate

	2020
	70%

	2021
	65%

	2022
	60%


 
From the above table, it is observed that occupancy rate of Seaview Resort has been declined over the last three years. This decline has been occurred due to reduction of the customer satisfaction level.

[bookmark: _Toc150722504]SWOT Analysis of Seaview Resort
[bookmark: _Hlk150722128]Every business organisation can assess its own position, capabilities, market share, external opportunities, and external threats by performing the SWOT Analysis (Correia et al., 2019). From the given information and customer service, the main strengths of Seaview Resort are location of hotel, resourceful management, reputation, and peaceful & safety environment. Major weakness of Seaview Resort includes the lower customer satisfaction level, high price, outdated service stream, negative online reviews, and non-availability of sophisticated technology (Crane, 2018). Although Seaview Resort has some weakness, it has some opportunities to explore in the market. The Opportunities of Seaview Resort includes implementation of turnaround strategy, uniqueness, flexible price strategy, implementation of online booking system, and improved service delivery strategy. Apart from the external opportunities, there have some threats for business of Seaview Resort(Johnson & Melicher, 2021). The threats include highly competitive market, imposition of high tax rate by government, shifting of the customer preference, negative review of the customers, and unfavorable economic condition.  
[bookmark: _Toc150722505]Turnaround Strategy
[bookmark: _Hlk150722140]Turnround strategy is the business re-engineering and business restructuring strategy which is taken by the business organisation to make profitable organisation from the loss-making organisation (Khan & Jain, 2019). Generally, business organisation should take the turnaround strategy based on the identified existing strategy and current economic condition. As a part of turnaround strategy, Seaview resort can take following strategy:
[bookmark: _Toc150722506]Offer discount and incorporation of customer loyalty program
[bookmark: _Hlk150722151]The management of Seaview Resort can offer the discount for the new customers to attract them and increase the room occupancy rate (Pandey, 2021). The discount should be offered during off-season of the tourism. Apart from this, management of Seaview Resort can offer customer loyalty scheme for the customers so that loyalty of customer has been increased. After implementation of the discount offer and customer loyalty program, it is expected the revenue will be increased almost 15%.
[bookmark: _Toc150722507]Reduction of operating cost
From the financial statements, it is observed that the operating expense has increased day by day and total operating expense has been increased to almost 11.11% during the year 2022. In this case management should take necessary action so that operating expense can reduce by almost 12%. To reduce the operating expense, management can reduce advertisement expense, rental expense, sales and marketing expense, and commission expense.
[bookmark: _Toc150722508]Installation of updated amenities
[bookmark: _Hlk150722162]To facilitate the customer service, the management of Seaview Resort can install the updated amenities and renovate the old buildings and equipment (Petty, 2022). To renovate and install the updated amenities, the management need to occur capital expenditure amounting to £1,50,000.
[bookmark: _Toc150722509]Financial Projection for the year 2023 to 2026
After implementation of turnaround strategy, the management expects that financial condition of Seaview Resort will be improved. The projected financial condition and performance of Seaview Resort for the year 2023 to 2026 has been given below:
	Item
	2023
	2024
	2025
	2026

	Total Revenue
	 £ 582,400 
	 £   652,288 
	 £     730,563 
	 £ 818,230.07 

	Cost of Sales
	 £ 262,080 
	 £   293,530 
	 £     328,753 
	 £ 368,204 

	Gross Profit
	 £ 320,320 
	 £   358,758 
	 £     401,809 
	 £ 450,027 

	Operating Expense
	 £ 172,973 
	 £   184,924 
	 £     198,347 
	 £ 222,148 

	Net Profit
	 £ 147,347 
	 £   173,835 
	 £     203,463 
	 £227,878 

	Target Net Profit Margin
	25%
	27%
	28%
	28%



Break-Even Cash Flows =  = 1.01 Years.


[bookmark: _Toc150722510]Recommendations and Conclusion
To improve the financial performance and financial condition of Seaview Resort, the management should focus on increasing revenue by improving customer satisfaction level and improve customer services. Apart from this, the management should focus on reduction of operating cost to improve its operating profit. If management can increase its revenue and decrease its operating expense as expectation, net profit margin will be reached to at least 25%. 
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