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Executive summary 

This executive summary report provides an overview of the current challenges faced by a 25-bed property resort with restaurant, bar, and event facilities located on a breath-taking coastline. In recent years the resort has experienced a decline in revenue, occupancy rates, and customer satisfaction. 
This report aims to identify the key issues contributing to these challenges and propose strategies to address them.
The decline in revenue, occupancy rates, and customer satisfaction can be attributed to several factors. The increased competition in the hospitality industry, changing customer preferences, and inadequate marketing efforts have all contributed to the resort's current situation. Additionally, customer feedback suggests that the quality of service, outdated facilities, and limited amenities are negatively affecting the overall experience.
To overcome these challenges and restore the resort's success, several strategies will be recommended. 
Firstly, a comprehensive market analysis will be conducted to identify the target market and understand the evolving customer preferences. This will enable the resort to tailor its offerings to meet the needs of its target audience and differentiate itself from competitors.
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[bookmark: _Toc30348785][bookmark: _Toc151001475]Introduction
[bookmark: _Toc100874198]The purpose of this report analyses the challenges faced by Seaview Resort located on a picturesque coastline. In recent years, the resort has witnessed a decline in revenue, occupancy rates, and customer satisfaction. This report aims to identify the root causes of these challenges and present strategic recommendations to address them effectively.

Situated on a scenic coastline, the resort offers a tranquil setting for guests to unwind and enjoy a memorable holiday experience. However, despite its captivating location, the resort has faced a falling in its financial performance. This decline in revenue has not only affected the resort's profitability but has also resulted in decreased occupancy rates and diminishing levels of customer satisfaction.

Aim and Objectives
Aim
The aim of the report is to improve the profitability rate of the Seaview Resort along with providing better services.
Objectives
1. To increase the profit of Seaview Resort
2. To enhance the expertise of the aforesaid business
3. To provide quality services to the customers
The aim and the objectives will include a comprehensive conduction for the resort, and this aims to identify the reasons behind the decline in revenue, occupancy rates and customer satisfaction that has been experienced in recent years. 
Kaizo blog highlights the importance of understanding customer satisfaction and its impact on revenue and occupancy rates. It argues that by focusing on enhancing customer experiences, resorts can not only improve customer satisfaction but also attract more guests and increase revenue. 
Additionally, Cvent (2022) article highlights the significance of effective revenue management strategies in the hospitality industry arguing that by implementing positive practices, resorts can optimise pricing, distribution, and promotion to maximise revenue and occupancy rates. 
Analysing the financial performance of The Seaview Resort
The market for coastal resorts is very competitive and depends on the preferences of the customers. As per the reviews of the customers, the performance of The Seaview Resort has declined due to its poor services and old amenities. The analysis of the financial statements of the respective hotel is discussed in the following. 
Performance of The Seaview Resort based on the income statements.
[image: ]The income statement of the aforesaid hotel shows that the total revenue of 2020 was £520,000. The amount decreased to £480,000 in 2021 and in 2022 the amount was £430,000. There are several reasons behind the decline in revenue. The reduced occupancy rate and ARR or average room rates are the notable reasons behind the respective reduction. The operating cost of the resort was £390,000 in 2020, which increased to £400,000 in 2021 and £450,000 in 2022. The increased price of various materials is the reason behind the increased cost. The decreased revenue and increased expenses led to a decline in gross profit, which was £130,000 in 2020 and reduced to £20,000 in both 2021 and 2022. The net profit of the business also reduced from £78,000 (20210) to £40,000 (2021) and next to £-47,500 (2022). It led to a decrease in net profit margin as well, which fell from 15% (2020) to -11% in 2022. The respective statement shows a decline in the profit of the business (Eshpulatova, 2021). 
Performance of The Seaview Resort based on the balance sheet
[image: ]The balance sheet of the resort displays that the total assets of the business were £1,030,000 at the end of 2022. The current assets of the business were £250,000 at the end of the respective year. Equipment and property, consisting of £100,000 inventories, were calculated as £630,000. The amount of other assets present in the respective business was £150,000. The resort has liabilities of £580,000, as declared at the end of the year 2022. Among them, the amount of current liabilities was £180,000, and long-term obligations were £400,000. The equity amount of the business was £450,000, which also represents the ownership stake of the stakeholders. The repeated loss, loss of customers, and so on led to the continuous decline of equity of the business (Jeenas, 2019). 

Performance of The Seaview Resort based on the cash flow statement.
[image: ]
The amount of cash entered and extracted from the business can be known by this. The respective statement shows the net cash flow of the business from several operations was -£80,000, which indicates a loss. It depicts that the revenue-creating activities failed to bring in sufficient cash to fulfill the debt obligations. The capital expenditure of the business was £30,000, which generated a change in the net cash flow. As a result, the cash balance of the business reached -£110,000 in 2022. It states that the resort can meet its current obligations by funding from outside sources or spending the in-hand cash of the business (Kiaupaite-Grušniene and Alver, 2019). 
Performance of The Seaview Resort based on the additional information.
[image: ]
The average room rate or ARR of the respective resort in 2020 was £250, which gradually dropped to £230 in 2021, and £210 in 2022. The high pricing issues resulted in the fall of the respective ratio. The changes in the preferences of the customers and the increased rate of competition are also the reasons behind the decline. Along with that, the occupancy rate of the business also dropped from 70% (2020) to 60% (2022) due to the availability of various other resorts and modern amenities in the surrounding market. 
The above evaluation states that the monetary performance of the business has been facing turbulence in the last three years. Declined revenue and profitability and increased rate of competition are the factors behind the poor performance of the business. The resort is facing issues in retaining its customers and attracting new customers as well. It states that the company is failing to provide desired services to the customers (Shim, 2022). 



Calculating the financial ratios and assessing their outcomes
1) Calculating the current ratio
 The current ratio measures an organisation's ability to meet its short-term financial obligations. In 2022, the Seaview Resort had a current ratio of 1.38, which is higher than industry targets. This indicates that the company can pay off its short-term obligations. (Vipond, 2023).
2) Calculating the quick ratio
The quick ratio helps determine the resort ability to pay off its current debts. In 2020, the Seaview Resort had a quick ratio of 0.83, which is below the industry target of 1. To improve their financial situation, the company needs to either increase sales, reduce business expenses, or both.
3) Calculating the debt-to-equity ratio
The debt-to-equity ratio measures the weight of debt and financial liabilities compared to shareholder equity. A lower ratio is generally preferred, and the company has a good debt-to-equity ratio in 2022. However, it is recommended for the company to focus on acquiring more owned funds rather than relying on borrowed funds. (Tyre 2022) 
4) Calculating the return on assets
The net profit of the resort is -11% which indicates the business is going through loss. Based on the loss margin, the return on assets has been estimated and the margin stands at -0.046. Therefore, the business immediately needs to formulate some strategies to improve return on assets. 
4) Calculating the return on equity
The connection between an organisation's profit margin and the return of investors, which is measured using the return on equity ratio. The return on equity margin of The Seaview Resort in 2022 is -0.11, indicating that the firm earns less than its shareholders' equity margin. (Berstein, 2023)
[bookmark: _Toc1931356198][bookmark: _Toc151001476]SWOT analysis
Strengths
1. Location: Seaview Resort offers a unique location in the coastal area that offers a unique opportunity for holidaymakers.
2. Affordability: It is one of the notable strengths of the respective business to enhance sales. This resort offers comfort and luxurious services at budget-friendly prices (Gotteiner et al., 2019). 
Weaknesses
1. Accommodation: Limited number of beds (25) potentially higher prices compared to competitors, potential dependency on seasonal demand. 
2. Shortage of trained employees: It is one of the greatest weaknesses. This issue creates obstacles for the resort to deliver quality services to the guests or vacationers (Ramaano, 2022). 
Opportunities
1. Green Initiatives: Embracing eco-friendly practices can appeal to environmentally conscious tourists and complement current market trends.
2. Good relationships with local suppliers: The building of good partnerships with supply chain management is helpful for the resort to remove the issues of shortage of raw materials, food items, and others for the hotel business. 
Threats
1. Competition: The financial performance of the resort is declining due to the fierce competition within the hospitality industry. 
2. Low-quality customer services: The business Seaview Resort faces challenging situations to provide the finest services to the guests because of a lack of modern technology and efficient employees (Ramaano, 2022). 


Financial Projections from 2023 to 2026
[bookmark: _Toc2065634823][bookmark: _Toc151001478]After implementing the turnabout strategies, the standard of financial performance is expected to skyrocket. The net profit margin of The Seaview Resort was -11% (loss) in 2022 which is expected to increase by 7-10% each year and at the end of 2026, it is assumed to reach up to 13%-16%. Aside from increasing sales and profitability, the margin of available assets will increase, and the margin of liabilities will decrease. The liquidity position of the business will also improve by the year 2026 as the cash flow will be better.  
Depicting specific reasons behind the reduced profitability for Seaview Resort
The gross profit margin of this resort was £130,000 in 2020, £80,000 in 2021 and £80,000 in 2022. Therefore, the continuous decline in the overall profitability can be noticed which is adversely impacting the business performance of this resort. There are multiple reasons which can be the main reasons for the decreasing profit rate. 
The pandemic crisis and other economic events: To control the negative effects of the sudden outbreak of COVID-19, the government nationwide has taken effective measures like social isolation and lockdowns. As a result, travellers cannot visit their local places, let alone foreign places. A lack of tourists means reduced hotel occupancy rates, ultimately resulting in low revenue and poor financial performance (Mijinke, 2023). Also, political issues like Russia Russia-Ukraine War and economic issues like high inflation also affected the business operation of this hospitality sector, directly impacting its profitability.
Increasing labour cost margins and employee shortages: The pandemic crisis has significantly impacted the labour market worldwide. As a result, company managers encountered multiple challenges while recruiting eligible candidates regarding increasing labour costs and shortage of employees. To control the escalated labour cost, the hotel managers cut back on the overall price margins, resulting in revenue loss (Lacalle, 2023). 
Unsuccessful marketing: Poor marketing strategies can also be one of the main reasons behind the reduced profitability of the company. Moreover, unsuccessful marketing can cause a lack of sales opportunities and a lack of customers, thereby resulting in revenue loss. The company needs to properly reach its target customers by adopting some effective measures. Business owners and managers of this resort need to work with their marketing team to formulate new and effective marketing strategies. Contrarily, poor market strategies would not allow this company to promote its business on multiple digital platforms. 
Highly competitive market: The global market of the hospitality industry becomes highly competitive day after day. Anyhow, competitors of this resort are offering better service to the clients at a comparatively low price and as a result, the preference of customers is changing. Therefore, clients are opting for competitors’ services instead of experiencing the service of the Seaview Resort.
Wrong Pricing Strategies: The company might be utilising wrong pricing strategies which resulted in low profitability. Before setting the proper pricing strategy, the hospitality sector needs to consider the requirements of the customers, the competition, and their expenses.
High Expense Margin: The net profitability of the Seaview Resort reduced drastically over the years. The net profitability of this organisation was 15% in 2020, 8% in 2021 and -11% in 2022. The operating expenses of this company have also leapt from £390,000 in 2020 to £450,000 in 2022. Operating costs include significant expenses about running the overall business operations, for instance, rent, insurance, salaries of employees, utilities and many more (Woodruff, 2019). 


[bookmark: _Toc147780453][bookmark: _Toc35088107][bookmark: _Toc151001479]Creating several turnaround strategies for Seaview Resort
Strategies for boosting revenue
Use dynamic pricing strategies: Implementation of pricing plans is essential as per demand swing, local events, seasonal variations, and others. The adjustment of hotel prices on a real-time basis can be appropriate for the business to generate more revenue during peak times. There is a need for statistical analysis to adjust occupancy rates and room prices for confirming the consistency of pricing as per the pricing systems of competitors and market state (Gotteiner et al., 2019).
Boosting Revenue Sources: The respective resort must focus on a broader range of services such as outdoor leisure, spa services, mental wellness services, great dining facilities, event hosting, and others. These specific services may catch the attention of customers and surge overall sales volume.
Creating a strong digital presence in marketing: The investment in digital marketing approaches to reach large numbers of audiences. Moreover, updating the online website for booking hotels online and promoting the brand on social media is significant to boost customer engagement (Ramaano, 2022).
Cost Control 
Boosting Operational Efficiencies: Introducing cutting-cost approaches with standard quality service can help the business boost its brand level. Identification of proper work schedules for staff needs to be considered as per their demand. 
Relevant resource management: The implementation of several eco-friendly programs such as waste management, recycling practices, and energy-efficient tools can lower operating expenses. The optimal use of natural resources within resort activities is significant for Seaview Resort to maintain its brand reputation for a long period (Ramaano, 2022).
Strengthening long-term sustainable practices
Financial Planning: It includes repayment and measures like debt management and building up economic reserves to combat unexpected conditions of weather and economic downfall. To remove any monetary risks and achieve long-term financial stability, the respective business needs to plan emergency funds for safety purposes.
Environmental commitment: Adherence to sustainable practices such as avoidance of plastic use, conserving water, raising environmental awareness, and assisting green projects is vital for promoting commitments to stewardship and serves as a differentiator  (unesco, 2023).
[bookmark: _Toc936032157][bookmark: _Toc151001480]Risk assessment
There are huge risks of turnaround strategies for Seaview Resort that can hinder the business to increase financial gains. The dynamic pricing system has major drawbacks such as high operational costs, complexity, customer dissatisfaction, and potential issues to compete with great hotel brands in the market. The technical inefficiency of employees in the resort can restrict the business from offering multiple facilities to the customers as per their demands. The use of sustainable practices denotes more operating costs in the business. The hotel business Seaview Resort may experience critical issues to raise profits due to high operational expenses and labour costs for efficient employees. (Woodruff 2019). 
[bookmark: _Toc838225429][bookmark: _Toc151001481]Conclusion 
Managing the financial activities of the business helps to improve the overall performance of the respective entity. The above context analyses the financial performance of the resort named The Seaview. The analysis of financial statements such as income statement, balance sheet, and cash flow statement depict that the entity has been facing financial loss for the past three years. The increased cost of operations, high competition, poor strategy of pricing, decreased occupancy and ARR are the factors behind the respective loss. The resort has used some strategies such as better marketing, improved pricing strategy, advanced services, and so on to grab the attention of larger audiences. The inclusion of safety and regulatory measurements, as well as proper sanitisation will be beneficial for the development of the resort. Managing the debts effectively will help the business to mitigate its current and long-term obligations.

[bookmark: _Toc151001482]Recommendations
There is some advice that can be given to the aforesaid company to increase its profit. 
1. The company is required to improve its quick ratio by reducing the current liabilities. It is important for the business to create a proper pricing strategy.
2. The company is required to reduce its expenses to grow the sales of the business. 
3. Preparing a clear budget will be beneficial for the respective business in terms of achieving growth and development. 





[bookmark: _Toc179473060][bookmark: _Toc151001483]References
Cvent (2022), 14 Hotel Pricing Strategies for Effective Revenue Management -available online at https://www.cvent.com/uk/blog/hospitality/hotel-pricing-strategies - accessed on 14 November 2023 
Kaizo – The importance of customer satisfaction (=) stats to prove it – available online at https://kaizo.com/blog/importance-of-customer-satisfaction/ accessed on 16 November 2023
Eshpulatova, Z., (2021). THE DIGITAL ECONOMY RELIES ON THE INTERNATIONAL STANDARDS OF THE FINANCIAL REPORT ON THE INCOME STATEMENT. DEVELOPMENT ISSUES OF INNOVATIVE ECONOMY IN THE AGRICULTURAL SECTOR.
Gotteiner, S., Mas-Machuca, M. and Marimon, F., (2019). Turnaround types, stages, strategies, and tactics: Putting things in order. European Accounting and Management Review, 5(2).
Jeenas, P., (2019). Firm balance sheet liquidity, monetary policy shocks, and investment dynamics. Work, 5.
Kiaupaite-Grušniene, V. and Alver, L., (2019). Comparability of cash flow statements: Evidence from Baltic Countries. Accounting and Management Information Systems, 18(3).
Lacalle, E., (2023). 6 reasons your hotel revenue is going down -available online at https://www.mews.com/en/blog/hotel-revenue-loss accessed 11 November 2023 
Mijinke, F., (2023). Impact of COVID-19 on the hospitality industry-available online at: https://www2.deloitte.com/nl/nl/pages/consumer/articles/impact-of-covid-19-on-the-hospitality-industry -accessed on 14 November 2023
Ramaano, A.I., (2022). Tourism implications and challenges in Musina municipality: a case of the Big tree nature reserve and adjacent tourism ventures; Limpopo. Rajagiri Management Journal, 16(3).
Shim, J.K., (2022). Financial management. Professor of Finance and Accounting Queens College City University of New York.
unesco, (2023). UNESCO's Environmental Commitment and Policy available online at: https://www.unesco.org/en/environmental-commitment-and-policy accessed on 13 November 2023
Woodruff, J., (2019). Factors That Contribute to the Change in Net Profit Margin -available online at smallbusiness.chron.com/factors-contribute-change-net-profit-margin-18456 accessed on 14 November 2023
Bernstein, C., (2023). return on equity (ROE available online at: https://www.techtarget.com/whatis/definition/return-on-equity-ROE accessed on 11 November 2023 
Tyre, D., (2022). Debt to Equity Ratio, Demystified – available online at: https://blog.hubspot.com/sales/debt-equity-ratio accessed on 15 November 2023
Vipond, T., (2023). What is the Current Ratio?.-available online at: https://corporatefinanceinstitute.com/resources/accounting/current-ratio-formula/ accessed on 15 November 2023
 


 





     


Page 2 of 2

image3.png
Cash Flow Analysis (2022):
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Average Room Rate (ARR):
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Income Statement Analysis (2020-2022):
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520,000
390,000
130,000
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Balance Sheet Analysis (End of 2022):

ttem Amount
Total Assets 1,030,000

- Current Assets 250,000

- Property & Equip. 630,000 (100,000 - inventory)
- Other Assets 150,000

Total Liabilities 580,000

- Current Liabilities 180,000

- Long-term Debt 400,000

Equity 450,000





