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[bookmark: _Toc148638342]Introduction
The Seaview Resort, situated on the coastline, used to be an established holiday spot for individuals in search of luxury and rest (Prideaux, 2020). The case study's objective is to analyse the resort's financial difficulties and provide solutions to these difficulties. The report's objectives include generating revenue, optimising expenses, reducing debt, enhancing customer service, boosting service diversity, and closely observing its development. Declining revenue, rising costs, stable gross profit but breaking net profit, declining average room rates, and falling occupancy rates are just some of the issues facing the Seaview Resort. The report suggests improvements that may be made to the resort's operations to boost profits, rebuild its reputation, and guarantee its sustainability in the future.

[bookmark: _Toc148638343]Financial Performance Analysis of The Seaview Resort (2020-2022)
[bookmark: _Toc148638344]Total Revenue Analysis
Over the last three years, the Seaview Resort has seen a decline in its total revenue. The resort's total revenue declined from £480,000 to £430,000 from 2021 to 2022, and in 2020, the total revenue of the company was £520,000. With less revenue flowing in, the Seaview Resort may not be able to pay its expenses, make necessary upgrades, or offer excellent service. 
[bookmark: _Toc148638345]Operating Expenses Analysis
The rising operating expenses of the resort during the three previous years are another factor for consideration. The resort's operating expenses were £390,000 in 2020, £400,000 in 2021, and £450,000 in 2022. Operating expenses have increased, which is concerning since they haven't been maintaining pace with the drop in revenue. The resort might be struggling with higher costs across the board, including labour, maintenance, and supplies costs, as seen by the rise in operational expenses (Nosrati, 2022). The resort has to analyse these costs thoroughly to find ways to be more efficient and save costs. Keeping costs low is essential for any plan of action to succeed. 
[bookmark: _Toc148638346]Gross Profit Analysis
Throughout the three years, The Seaview Resort's gross profit was stable. The resort's gross profit fell from £130,000 in 2020 to £80,000 in 2021 and a loss of £20,000 2022. This means the resort's gross profit margin decreased as the revenue fell. Gross profit margins that decline with sales are a indicator that the resort is unable to to keep its products and services profitable and reduce costs (Muiruri, 2021). However, the resort should look deeper into this to see what factors are driving higher opertating expenses when revenue from sales is declining.
[bookmark: _Toc148638347]Net Profit (Loss) and Net Profit Margin Analysis
The drop in net profit and net profit margin at The Seaview Resort over the previous three years is the most worrying part of its financial performance (Brammer, 2019). The hotel made £78,000 in profit in 2020, enough for a net profit margin of 15%. However, in 2021, net profit dropped to £40,000, a loss of 8 per cent from the previous year. In 2022, things got even worse, with a loss of £47,500 in net profit and a worrying -11% net profit margin. As can be seen from the sudden decline in net profit and net profit margin, the resort's profitability is fast decreasing. Ineffective cost management, falling occupancy rates, and potentially a fall in the average room fee might all play a role (Ovchinnikov, 2020). 
[bookmark: _Toc148638348]Average Room Rate and Occupancy Rate Analysis
Average Room Rate (ARR) and Occupancy Rate are two critical KPIs to examine to understand the drop in profitability (Wang, 2020). The Seaview Resort's average room rate fell from £250 in 2020 to £230 in 2021 to £210 in 2022. The falling ARR is an indication that the resort is under price pressure or that its visitors are not finding sufficient value in their stay (Law, 2023).
In addition, the Occupancy Rate dropped from 2020's 70% to 2021's 65% and 2022's 60%. Reduced income and profitability may ensue if the resort's rooms are not being filled to full. Strategies to enhance ARR and occupancy rate at The Seaview Resort are necessary to reverse the property's declining profitability (Yunitasari, 2020). As an example, it may improve its marketing efforts, upgrade its rooms, provide more alluring packages and experiences, and attract more customers. 
[bookmark: _Toc148638349]Balance Sheet Analysis
The balance statement for The Seaview Resort at the end of 2022 shows a total asset value of £1,200,000, broken down as follows: £250,000 in current assets; £800,000 in property and equipment (including £100,000 in inventory); and £150,000 in other assets. The resort has considerable obligations, however, with £750,000 in total liabilities, including £180,000 in current liabilities and £500,000 in long-term debt. The resort's equity is now at £450,000. The Seaview Resort's balance statement reveals it has accrued substantial debt, which is harmful to the company's bottom line. The resort's financial stability may be improved if the recovery approach includes decreasing debt and increasing equity (Kumanyika, 2019). 
[bookmark: _Toc148638350]Cash Flow Analysis
The Seaview Resort had substantial difficulties in its financial flow throughout the year 2021.   The operating cash flow was -£80,000, with capital expenditures of £30,000, leading to a net cash flow of -£110,000.   The presence of negative cash flow is a major anxiety since it suggests that the resort's activities were unable to generate enough cash to meet its costs and investment requirements (Plewa, 2022). To enhance cash flow, the resort should prioritise optimising its operations, reducing costs, and identifying prospects for revenue expansion.
[bookmark: _Toc148638351]Key Reasons Behind the Decline in Profitability of The Seaview Resort
[bookmark: _Toc148638352]Declining Revenue and Rising Expenses
Falling overall revenue over the previous three years is the primary cause of The Seaview Resort's declining financial situation. While the resort made £520,000 in 2020, that number dropped to £480,000 in 2021 and £430,000 in 2022. An unexpected decrease in revenue like this suggests the resort is having trouble recruiting visitors and staying profitable.
The rise in operational expenses is also crucial to the resort's declining profitability. The operating costs for the resort were £390,000 in 2020, £400,000 in 2021, and £450,000 in 2022. Revenue declines in connection with increasing labour costs, maintenance costs, and supply expenses imply financial difficulties for the resort (Rocke, 2021). To find a solution, the Seaview Resort must do extensive cost analysis to identify opportunities for both enhanced efficiency and reduced expenses.
[bookmark: _Toc148638353]Plummeting Gross Profit and Net Profit
The company's net profit and net profit margin fell dramatically along with the company's gross profit, which fell from £130,000 in 2020 to £80,000 in 2021 and a loss of £47500 in 2022. With a net profit margin of 15% in 2020, the resort earned £78,000. In 2021, however, it fell to only £40,000, a decline of 8 per cent from the previous year. Things feel worse from there in 2022, with a net loss of £47,500 and a pathetic net profit margin of just -11%.
Profit for Seaview Resort in 2020 was £78,000 (15.0% of total). A decline of 8% from 2020 brought that figure down to £40,000 in 2021. By 2022, things had become even worse, with a terrible £47,500 in net loss (a negative net profit margin of -11%) being reported. There has been a significant decline in net profit and the net profit margin, indicating that the resort's profitability is fast declining.
[bookmark: _Toc148638354]Average Room Rate and Occupancy Rate Decline
The Seaview Resort is not as profitable as it once was, as shown by its Average Room Rate (ARR) and Occupancy Rate. Declining from £250 in 2020 to £210 in 2022, the resort's ARR may be under price pressure or not providing enough value to guests.
Additionally, the occupancy rate declined from 70% in 2020 to 60% in 2022. Since fewer people are utilising the resort, revenue and profitability will decrease as a result of the reduced occupancy rate. Strategies to improve these crucial aspects are needed to reverse the property's declining profitability. Increased occupancy may be achieved via several strategies, such as better marketing, improved accommodations, more appealing packages, and a wider customer base (Arnott, 2021).
[bookmark: _Toc148638355]Financial Debt Burden and Negative Cash Flow
The resort's financial statements show a concerning amount of debt. The present obligations are £180,000, and the long-term debt is £500,000, for a total of £750,000 in debt. The paltry sum of £450,000 in equity significantly compromises the resort's financial security. When a business has too much debt, it may hurt its bottom line and prevent it from making growth investments (Law, 2023).
With an operational cash flow of -£80,000, capital expenditures of £30,000, and a net cash flow of -£110,000 in 2021, The Seaview Resort faced a significant financial cash flow deficit. Having a negative cash flow shows that the resort's activities were not profitable enough to cover all of the resort's costs, including capital expenditures (Patten, 2018). As a result, it is more important than ever to find ways to boost profits by streamlining processes and reducing expenses.


[bookmark: _Toc148638356]A complete turnaround strategy to revitalise the Seaview Resort's financial health and restore its reputation
[bookmark: _Toc148638357]Revenue Enhancement Strategy
The Seaview Resort has to develop a revenue expansion strategy to reverse the trend of falling revenues. This necessitates a rise in average hotel prices and an increase in occupancy levels. The resort would be good to put effort into advertising if it wants to increase visitor numbers by appealing to a smaller audience and highlighting its special features (Menon, 2022). To increase demand and justify increased customer costs, the resort may also decide to make improvements and upgrade its rooms and services. Guests might be encouraged to choose The Seaview Resort over competitors by offering a variety of tempting packages and experiences.
[bookmark: _Toc148638358]Cost Optimisation Strategy
With increasing operating expenses, the resort must find ways to cut down wherever possible. A comprehensive cost analysis should be performed to find ways in which efficiency may be increased and costs lowered (Zhao, 2021). This involves looking for ways to reduce labour costs, such as cross-training workers and adjusting schedules. Preventative maintenance practices and supplier agreements may help keep repair costs in check. The resort might also look at buying in bulk to save money on supplies.
[bookmark: _Toc148638359]Debt Reduction and Equity Raising
The resort's massive debt must be resolved as quickly as possible. The ratio of debt to equity has to be lowered. Debt consolidation, better terms, and/or debt restructuring might all be part of the solution (Corrado, 2018). Equity funding may be attained via a variety of channels, including investments, partnerships, or the sale of ancillary assets. Reducing debt and increasing ownership will boost the resort's financial stability and development prospects.
[bookmark: _Toc148638360]Enhanced Customer Experience
Improving the customer experience is essential for retaining and attracting new customers. The Seaview Resort must place a premium on enhancing the quality of service it provides to guests. For this reason, firms need to implement customer satisfaction survey methods, train personnel to consistently exceed customers' expectations, and address issues as soon as they emerge (Joshi, 2023). The resort may also use technological amenities, such as online check-in and booking systems, to improve customers' experiences.
[bookmark: _Toc148638361]Diversification and Innovation
The resort's long-term survival and the variety of customers it can accommodate depend on its ability to diversify its sources of revenue (François, 2020). The Seaview Resort is considering expanding its business model to include wedding and conference services. Introducing innovative elements, such as eco-friendly policies, wellness and spa offers, and recreational activities, may help the resort stand out from the competition and cater to the evolving demands of its clientele.
[bookmark: _Toc148638362]Regular Performance Monitoring
Constantly monitoring progress is crucial for the turnaround plan to succeed. Establishing and reviewing key performance indicators (KPIs) is essential (Harrison, 2021). The approach may be modified based on the information gleaned from this monitoring. Keeping abreast of developments in one's field and adjusting to shifting market circumstances are also important.


[bookmark: _Toc148638363]Conclusion
In conclusion, the resort's profitability and competitive advantage may be restored by implementing the following measures: increased revenue, optimised costs, decreased debt, improved client experiences, diversified income streams, and continuous performance monitoring. The resort is attempting to broaden its customer base via advertising, updated rooms, and special offers. If it can reduce expenses and control its debt, it will be more secure financially. Long-term success may be ensured by focusing on providing first-rate service to customers and developing novel products. The sustained revival of the resort depends on constant monitoring of performance and the incorporation of market changes.
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