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[bookmark: _Toc160158428]Executive Summary
The Seaview Resort, which was once a popular vacation destination, is currently having problems with declining revenue, occupancy rates, and customer satisfaction. The owner, Mr. James Henderson, is searching for a turnaround strategy to bring the business back to life. This study's objectives are to assess the resort's financial performance from 2020 to 2022, identify the reasons behind the decline in profitability, and at the end of the report give some strategies to attain the highest feasible financial outcomes or to restore the resort's reputation as a premier holiday destination while strengthening its financial position.
















[bookmark: _Toc160158429]Introduction
The Seaview Resort, which is located on a gorgeous beach, has long-drawn guests looking for luxury and pleasure. However, there has been a noticeable decline in important performance indicators recently, which has many wondering if the resort will be viable in the long run. Owner Mr. James Henderson's commitment to determining if a turnaround plan is feasible demonstrates how urgently these problems must be fixed.
[bookmark: _Toc160158430]View of Past Three Years Financial Performance
[bookmark: _Toc160158431]Analysis of Income Statement:
To analyse The Seaview Resort's financial performance over the last three years using the income statement data (2020–2022) that has been provided. The report pays close attention to significant financial indicators such as “total revenue, operating expenses, gross profit, net profit (loss), and net profit margin.” Let's now examine each of these elements:

Total Revenues
Total revenue is the total amount of money earned by the resort's commercial activities (Hayes. 2023). Graph specifies that the total revenue of The Seaview Resort dropped from £520,000 in 2020 to £430,000 in 2022 over the three years previous. A decline in interest in the resort's services, a change in pricing tactics, or other factors that affect sales could be the cause of this income fall.
Operating Expenses
The charges that the resort incurs to keep up its operations are known as operating expenses (Brigham et al, 2016). These costs cover wages, maintenance, utilities, rent, and other ongoing costs. The graph shows that the Seaview Resort's operational costs have gone up over the last three years, from £390,000 in 2020 to £450,000 in 2022. There are several possible reasons for this rise in running costs, including inflation, growing labour costs, and improvements to the resort's amenities and services.
Gross Profit
When the cost of goods sold (COGS) is subtracted from total revenue, the remaining amount is known as gross profit (Horngren et al. 2005.). It shows the profitability of the resort's core business without taking into consideration extra costs like marketing and administrative fees. The Graph indicates that Gross profit at Seaview Resort dropped dramatically from £130,000 in 2020 to £80,000 in 2021 and 2022. This drop raises the possibility that the resort is having trouble keeping direct expenses under control or adjusting its pricing plan in reaction to fluctuations in revenue.
Net Profit (Loss):
The resort's total profitability is shown by the income statement's net profit or loss, which is determined by subtracting all costs including interest, taxes, and other non-operating expenses from operating expenses. The Seaview Resort's net profit dropped dramatically over the previous three years, from £78,000 in 2020 to £17,500 in 2022. This downward trend implies that the resort's profitability has been significantly impacted, maybe as a result of a mix of falling revenue and growing expenses.
Net Profit Margin
One of the most important measures of profitability is net profit margin, which is the amount of revenue that remains as profit after all costs are paid. If a resort's net profit margin is dropping, it is getting less profitable as a percentage of sales. Seaview Resort's net profit margin dropped from 15% in 2020 to 4% in 2022, indicating a significant drop in profitability during the three years.
[bookmark: _Toc160158432]Analysis of Balance Sheet
The Seaview Resort's balance sheet as of the end of 2022 must be understood before we can evaluate its financial performance during the three years prior. The balance sheet offers a glance at the financial situation of the business. Let's examine the elements that are provided:
	Item
	Amount

	Total Assets
	£1,200,000

	- Current Assets
	£250,000

	- Property & Equip.
	£800,000 (£100,000 as inventory)

	- Other Assets
	£150,000

	Total Liabilities
	£750,000

	- Current Liabilities
	£180,000

	- Long-term Debt
	£500,000

	Equity
	£450,000


	
Assets Management
The company's total assets consist of all of its resources. Over the previous three years, the company's total assets climbed from £1,000,000 to £1,200,000 (Seaview Resort, 2023), suggesting possible expansion or acquisition activity.
Assets classified as current should be used up or turned into cash in less than a year. The little drop in current assets from £300,000 to £250,000 can be a sign of better inventory control or a change in investment approach.
The corporation's long-term tangible assets are its real estate and machinery. It consists of structures, equipment, cars, furnishings, and fittings. The company's heavy reliance on fixed assets for income production is indicated by the sizeable amount of property and equipment (Seaview Resort, 2023).
Debt Management:
This is the entire amount of debt or liabilities owed by the business. Both long-term debt and current liabilities are included. During the same year, total liabilities climbed from £700,000 to £750,000 (Seaview Resort, 2023), showing a rise in borrowing or other debt.
Liabilities that have a one-year maturity date are known as current liabilities. These consist of various accumulated costs, short-term loans, and accounts payable. The reduction in current liabilities from £200,000 to £180,000 may indicate improved management of short-term debt (Seaview Resort, 2023).
Owings that are past due for more than a year are considered long-term debt. Bonds, bank loans, and other long-term finance are frequently included. The company's long-term debt climbed from £400,000 to £500,000, indicating that it may have taken on more long-term funding for projects involving investment or expansion (Seaview Resort, 2023).
[bookmark: _Toc160158433]Equity Analysis
After subtracting liabilities, the remaining part of the company's assets is equity. Both retained earnings and capital contributions from shareholders are included.
According to Seaview Resort (2023), the equity increased from £300,000 to £450,000, suggesting the possibility of further shareholder investments or profitability.
[bookmark: _Toc160158434]Analysis of Cash Flow
To evaluate The Seaview Resort's financial performance throughout the preceding three years, mostly by looking at its cash flow statement for 2021. The data provided demonstrates:
	Items
	Amount

	Net Cash flow operations
	-£80,000

	Capital Expenditure
	£30,000

	Net cash flow (Change in Cash balance)
	-£110,000



Net Cash Flow:
The resort's negative net cash flow from operations (-£80,000) suggests that its running activities would not have generated enough revenue in 2021 to cover its operating costs. This may indicate issues such as declining revenue, increasing costs, or poor resource management.
Capital Expenditure:
The annual investments made in the resort's long-term assets or infrastructure total £30,000 in capital expenditures. These expenses need a significant financial outlay, but they are also required to maintain and improve the resort's services.
Net Cash Flow
The resort's net cash flow of -£110,000 shows that throughout the year, its cash balance declined. This implies that the resort might have needed to rely on outside funding or financial reserves to cover its operating and investment costs.
[bookmark: _Toc160158435]Average Room Rent
The graph indicates the average room rent of the resort:

The graph specifies the declining average room rent frequently from 2020 to 2023. Between 2020 and 2022, the average accommodation rent dropped gradually from £250 to £210.  It is troubling that revenue has declined throughout the previous three years. 
[bookmark: _Toc160158436]Occupancy Rate:
The following graph specifies the occupancy rate of the resort:


The Graph shows that the occupancy rate dropped from 70% to 60% in 2020–2022. 
These declining patterns indicate that a planned intervention is required to halt the resort's financial performance from continuing in the same direction.
[bookmark: _Toc160158437]Key Reasons behind the Decline in profitability 
Increased Competition
Seaview Resort faces growing competition for guests' time and money as other modern resorts with additional amenities have opened up recently. The resort's bottom line is impacted by the increasing competition since it not only causes a loss of market share but also cheaper prices. According to Smith, the number of new hotels opening in the hospitality sector has been steadily rising, raising the level of competition among the market's current competitors.
Inconsistent Client Preferences:
In search of new experiences and sustainable methods, modern customers are increasingly drawn to immersive and eco-friendly travel. If these conditions aren't met, Seaview Resort can lose its patrons' interest and loyalty. According to a Nielsen survey, 73% of consumers worldwide are open to altering their purchasing behaviours to lessen their impact on the environment. This points to a dramatic shift in favour of environmentally beneficial endeavours (Nielsen. 2019).
Service Excellence and Convenience:
In an enterprise where delivering an exceptional customer experience is paramount, any decline in service quality or antiquated facilities can significantly impact customer satisfaction. Disgruntled guests are unlikely to return and may even discuss their negative experiences, which could damage the resort's reputation even more. A study that was published in the International Journal of Contemporary Hospitality Management found a high correlation between customer satisfaction, loyalty, and service quality in the hospitality industry (Ladhari. 2009).
Ineffective Cost Control:
Inadequate cost control tactics may lead to increased operating expenses and reduced profit margins, even while revenue is steady or increasing. If effective cost-controlling measures aren't taken, Seaview Resort may struggle to make a profit. According to a McKinsey & Company report, strict cost management procedures are necessary to preserve profitability, particularly in sectors with high operating costs like hospitality (Mckinsey. 2020).
[bookmark: _Toc160158438]Comprehensive Turnaround Strategy
A thorough turnaround strategy is required to improve The Seaview Resort's financial standing and re-establish its position as a top holiday spot. This plan should address the main reasons for the fall in profitability, with particular attention to issues such as heightened competition, erratic consumer preferences, superior customer service, ease of use, and efficient cost control. This is the full plan:



Branding and Market Differentiation:
· To discover unique selling points and comprehend the competitive environment, do a thorough market analysis.
· Redesign the resort's logo to highlight its unique attributes and services, like its opulent lodgings, prime beachfront location, and environmentally conscious programmes.
· Create focused marketing strategies that emphasise the resort's advantages and take changing customer tastes into account to draw in a certain clientele.
Enhancing the Customer Experience
· To learn more about their preferences and level of happiness, give them a chance to contribute feedback.
· To ensure that every point of contact receives consistently exceptional service, invest in staff training initiatives.
· Value-added services and individualised experiences are required to be offered to boost customer satisfaction and promote repeat business.
Innovation and Facility Modernization
· Set aside money for eco-friendly projects and the renovation and remodelling of lodging facilities, dining establishments, and entertainment centres.
· Reduce your environmental footprint and increase operational effectiveness by implementing sustainable practices and cutting-edge technologies.
· Work together with neighbourhood companies and craftspeople to offer genuine cultural experiences and fund community development initiatives.
Partnerships and Community Involvement:
· For the goal of developing integrated holiday packages that enhance the entire traveller experience, establish strategic partnerships with surrounding businesses, tour operators, and tourist locations.
· Participate in humanitarian activities, cultural exchange programmes, and environmentally friendly tourism initiatives to foster goodwill and sustainable growth.
Constant Observation and Modification:
· Set up key performance indicators (KPIs) to monitor the turnaround plan's efficacy and regularly assess the status of your objectives.
· Keep lines of communication open with all pertinent parties, such as staff members, visitors, investors, and government agencies, in order to quickly resolve any issues and get their opinions.
· Adopt an innovative and always-improving culture where tactics are adjusted to account for changing market conditions and the lessons learned from both successes and mistakes.
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In conclusion, The Seaview Resort faces numerous difficulties as a result of its deteriorating financial performance, which can be linked to issues with cost containment, quality of service, shifting customer preferences, and rising competition. The resort needs a thorough recovery plan that prioritises innovation, branding, improving the visitor experience, and constant observation if it hopes to survive in the long run in the cutthroat hospitality sector. By executing focused efforts focused on these essential elements, the resort can set itself up for long-term development and prosperity.
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Enhancing the Customer Experience


Innovation and Facility Modernization


Partnerships and Community Involvement


Constant Observation and Modification



 Occupancy Rate	
0.7	0.65	0.6	



INCOME STATEMENT ANALYSIS

2020	Items	Total Revenues	Operating Expenses	Gross Profit	Net Profit (Loss)	2020	520000	390000	130000	78000	2021	Items	Total Revenues	Operating Expenses	Gross Profit	Net Profit (Loss)	2021	480000	400000	80000	40000	2022	Items	Total Revenues	Operating Expenses	Gross Profit	Net Profit (Loss)	2022	430000	450000	80000	17500	





Average Room Rent	
250	230	210	
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