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[bookmark: _Toc150251975]Purpose
The purpose is explained in the report to analyze the financial condition of the firm named The Seaview Resort which will help the company assess its weaknesses and financial performance. The operations of the firms need to be enhanced the turnaround strategy will be implied which will clarify the changes needed in the firm as well as its actions implied according to the strategy. There will be an evaluation of the strategies as per the market analysis which will lead to the improvement of the firm’s efficiency in its profitability. This report has the purpose of improving the operations of The Seaview Resort.

[bookmark: _Toc150251976]Introduction
This report will explain The Seaview Resort which is a 25-bed resort with a restaurant, bar, and event amenities that reside on a photogenic beach view. The resort once used to be a thriving place for people who would like to spend a vacation. There will be an analysis of the current financial condition which was decreasing revenue, customer review, and occupancy rates in recent years. The cause behind the downgrading of its financial condition has been high competition that indicates new resorts with modern and attraction for the customer as they provide good services and amenities for its customers.

[bookmark: _Toc150251977]Scope and Objectives
The scope and objectives include some goals that will be achieved in the upcoming years which are the objective of assessing The Seaview Resort’s financial situation in the past years. The second objective is to extract the vital reasons behind the downgrading profitability. The last objective stated in the report will be to form a potential turnaround strategy to balance the resort’s financial condition. They will be revitalizing the brand image in front of the customers who used to identify the resort as a premier vacation resort as it was an attraction for the customers.
Question 1: What is the financial performance of Sea-View Resort over the past three years?
Question 2: What are the major grounds behind the downfall in profitability?
Question 3: How to revitalize the resort’s financial health and its reputation with the assistance of a turnaround strategy?


[bookmark: _Toc150251978]Financial Analysis
A comprehensive analysis of the resort has been developed which indulges the three types of statements which are as follows – 
As per Ajmi et al., (2019), Profit and loss Statement analysis states a firm’s performance by calculating the profit before taxes as it represents the financial performance. The resort earned revenue of £5, 20,000 in the year 2020, £480,000 in the year 2021, and £430,000 in the year 2022. It has been noticed that the resort has a downgrading sale in the past three years. The expenditure incurred by the resort has been £390,000 in the year 2020, £400,000 in the year 2021, and £450,000 in the year 2022. The profitability trends noticed have been bad as the profit margin has become negative from 15% in 2020 to -11% in 2022. 
According to Dirman, (2020), the cash flow analysis is done to indicate the corporate financial performance which will explain the company’s size. The resort had a negative net cash flow that was recorded as - £80,000 in the year 2021 which was generated from the operational activity. Its capital expenses were made in 2021 which were £30,000 in the amount. The resort has been affected by a change in the net cash flow since the past year 2020 by the amount of -£110,000 which is a cash outflow.
 As discussed by (Kumhof and Noone 2018) the balance sheet analysis for 2022 is done to determine the relative size of the liabilities and assets which are represented in the accounts prepared by the firm. The total assets in 2022 with the resort were recorded as £1,030,000, total liabilities as £580,000, and the total equity was £450,000.
The main financial ratios of The Seaview Resort for the year 2022 have been discussed below as follows – 
Calculations in Appendix-
· Current Ratio – As per Jihadi et al., (2021), this ratio calculates the liquidity of a firm and its ability to pay its obligations with the help of current assets by the time of a financial year. The resort has an ideal ratio as the resort can pay its obligations with the help of current assets within a year because the current years are more than current liabilities (Appendix A).
· Quick Ratio – According to Kumoro, (2020), this ratio is used to calculate the firm’s capability to pay its short-term obligations with the help of liquid assets which exclude the inventory. The quick ratio of resort for 2022 has been low because the weightage of inventory has been high which has reduced the liquid assets. This has led to an increase in current liabilities in comparison to the liquid assets (Appendix B).
· Debt to Equity Ratio – As per Kurniawan, (2021), depicts the capability of the firm to pay its debts as this ratio analyzes the solvency of the firm. The debt-to-equity ratio of the resort has been not effective for its growth as the amount of debt is larger than the amount of equity. The firm should issue some new shares in the market to balance the ratio and financial stability (Appendix C).
· Return on assets – According to Panigrahi and Vachhani (2021), this ratio is utilized for calculating the total probability as well as the operational efficiency of the firm as it determines the profitability and operating tasks to be managed. The return on assets ratio of the resort has been in a negative figure as represented in the table given above. The resort has a low net profit for the functioning of the total assets (Appendix D).
· Return on Equity – As per Saputra, (2022), the return on equity ratio depicts the firm’s capability in making net profit after deducting the taxes as compared to the capital of the entity. The higher ratio explains that the firm is highly efficient in using capital in its operations. This ratio of the resort has been a negative figure which indicates the resort is inefficient for the utilization of the capital (Appendix E).

[bookmark: _Toc150251979]SWOT Analysis
As per Jenčo and Lysá (2018), the SWOT analysis of the firm is done to evaluate the strengths; weaknesses, threats, and opportunities in the market so that it can improve its weaknesses, reduce the risks, and use its potential to the fullest ability. The SWOT analysis of The Seaview Resort is given below – 
Strengths
· Geographical area – As per Sellers-Rubio and Casado-Díaz (2018), the destination for the customers has been premium as it is residing on a photogenic beach view. 
· Customer loyalty – As per Hayati, (2020), customer loyalty is identified as the customers can influence others in the market by reviewing services of the resort.
Weaknesses
· Low-profit margin – As discussed by Migliaccio, (2018), the net profit of the resort has been low which will affect the efficiency as well as profitability of the resort.
· Lack of skilled staff – As per Islam and Assiri (2019), the skilled workers are unmotivated and untrained which is why they are not giving good services to the customers.
Opportunities
· Supportive government – As per Hoang et al., (2021), the government of the UK supports the financial health of the hospitality sector in terms of taxes, charges, and many other services.
· Updated technology – According to Giousmpasoglou and Hua (2020), the technologies in the UK have grown as this will help the guest experience.
Threats
· New entrants – As per Sánchez-Pérez, (2020), it is difficult to deal with the high competition in the UK with the nearby competitors.
· Customer choices – As per Quan et al., (2022), the customers have their choices in the modern resorts and the Seaview Resort has been settled for many years before the new entrants.
[bookmark: _Toc150251980]
Market Analysis
The market analysis is done by the high competition geographical area of the resort as it resides in a photogenic location near the beach. As per Sellers-Rubio and Casado-Díaz (2018), the geographical location will lead to an increase in the price of the rooms of the resort. The aimed customers have their priorities for environmentally friendly places which will increase the customer’s satisfaction as well as their experience which is considered as the market trends.
The resort has a potential growth opportunity for proceeding with its investments in the short-term assets which will lead to the high capability of the resort in their efficiency of business. 
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Non-Financial Strategies
Training - As per BBC. Co. UK (2023), the training is provided to the workers as they must build their skills, knowledge, and experience to perform better. This can increase their confidence which can result in a growth of motivation among the employees. In reference to The Seaview Resort, the employees are valuable to the firm as they are able, skilled, and willing to take responsibility for the work.
Empowerment – As per BBC. Co. UK (2023), the employees should complete day-to-day roles in the work as they are a multi-skilled workforce and, in this way, they can advantage of the employee motivation. In reference to The Seaview Resort, the team members are free to express their work issues in the team so that the firm can solve their problems as per their concern.
Financial Strategies
The sales growth of the firm has been estimated to increase by 15% in the upcoming four years. The sales achieved by The Seaview Resort have been £430,000 in the year 2022 which has led to a decline in revenue till this year. As per Ajmi et al., (2019), the resort must increase the sales price to achieve profitability.
The cash flow break-even of the resort has been analyzed as the net cash flow of £-110,000 in the year 2022. The firm must improve its cash flow from the operational activities by improving its strategies. It is assumed that the firm will increase its net cash flow by 25% in the next years by application of new strategies.
As discussed by Migliaccio, (2018), the net profit margin of the resort has been recorded low but it is projected to increase its profit in the upcoming four years by 7%. This will be done by increasing the customer satisfaction and price of the rooms.

[bookmark: _Toc150251982]Financial Projections
Table 1: Financial projections from 2023 to 2026
	Income Statement (2023-2026)

	Item
	2023
	2024
	2025
	2026

	Total Revenue
	430,000
	494,500
	568,675
	653,976

	Operating Expenses
	483,750
	520031.25
	559033.594
	600961.11

	Gross Profit
	110,400
	152352
	210245.76
	290139.15

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

	Net Profit Margin
	7%
	7.5%
	8.0%
	8.6%

	
	
	
	
	

	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
	100,000
	125000
	156250
	195312.5

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

	Net Cash Flow (Change in Cash Balance)
	70,000
	95,000
	126,250
	165,313



As per Ajmi et al., (2019), the Income Statement has been analyzed as the revenue will grow by 30% in the year from 2023 to 2026. The resort has its net profit margin to be increased by 4% in these years.
As discussed by (Kumhof and Noone 2018) the balance sheet will have a growth of the assets by 10% in the year from 2023 to 2026 which will increase the potential of the resort to pay its liabilities from the assets in the future.
According to Dirman, (2020), the cash flow statement will have a growth of 20% in the net cash flow as compared to the past years which will increase the profitability of the resort.

[bookmark: _Toc150251983]Risk Assessment
	Risk - Operating costs
	Mitigation Plan

	· As per Peng and Chen (2019), the resort must reduce operating costs as there is a risk in generating sales in the future.
	· As per Yacoub and ElHajjar (2021), the risk of operating costs can be reduced by unnecessary expenses such as renovation.

	Risk - Advertising costs
	Mitigation Plan

	· As per Arabadzhyan et al., (2021), the resort has to offer some discounts for the customers which will incur more expenses and less income.
	· Li and Srinivasan (2019) have said that the resort can achieve profit by adjusting the seasonal prices to cover the profitability.
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This report has concluded that the resort has declined its profitability in 2022 for which it has developed a turnover strategy. The strategy was based on the increment of the revenue, increment of the cash flow, and the increment of the profit margin for the year 2023 – 2026. The resort has lacked some skills such as customer service and outdated amenities which need to be improved. The firm has worked on analyzing the risks that need to be mitigated such as operating costs and advertising costs.

[bookmark: _Toc150251985]Recommendations
It is recommended that the firm work on its risks which are minimizing the operating costs and minimizing the marketing costs. The Seaview Resort must use its potential in its strengths to attract customers. The customer review must be improved to increase the profitability and efficiency of the firm. The turnover strategy implemented must be achieved by increasing the occupancy rates and price margin which will help the firm to recover the previous year's losses. The firm should effectively maintain its assets and liabilities to grow in the future. 
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	Particulars
	2022 (£)

	Items
	Current Assets
	250,000

	Items
	Current Liabilities
	180,000

	Formula:
	Current Ratio = Current Assets/ Current Liabilities
	 

	Calculation:
	Current Ratio
	1.39

	 
	 
	 

	 
	 
	 

	Items
	Current Assets
	250,000

	Items
	Inventory
	100,000

	Items
	Current Liabilities
	180,000

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

	Calculation:
	Quick Ratio
	0.83

	 
	 
	 

	 
	 
	 

	Items
	Debt
	750,000

	Items
	Equity
	450,000

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

	Calculation:
	Debt-to-Equity Ratio
	1.67

	 
	 
	 

	 
	 
	 

	Items
	Net Profit
	-17,500

	Items
	Total Assets
	1,200,000

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

	Calculation:
	Return on Assets
	-1%

	 
	 
	 

	 
	 
	 

	Items
	Net profit
	-17,500

	Items
	Total Equity
	450,000

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

	Calculation:
	Return on Equity
	-4%
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Based on the report, the firm will be managing its turnover strategies from 2023 to 2026 which are such as an increase in revenue by 15%, an increase in net cash flow by 25%, and an increment in the net profit margin by 7%. The operational activities were managed badly as there was a loss in the net cash flow from operations so they are suggested to improve their strategies to manage the operational activities. The firm will be assessing its risks such as operating costs and advertising costs. The occupancy rate and rate of the average room must be increased to implement the turnover strategy. The firm will be utilizing its strengths such as geographical location and customer loyalty to gain profitability.
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