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Executive Summary
Financial management has huge importance in the hospitality industry. This report discussed about The Seaview Resort, a resort consisting of 25 beds alongside a bar, restaurant and event facilities, which is located on a coastline that is picturesque. However, in the recent years, the resort has been experiencing a decrease in occupancy rates, revenue and customer satisfaction. Interpretation and analysis of the financial statements of the resort helped in analysing the financial performance and financial health of the resort while identifying the financial viability of the resort. It also helped in proposing a turnaround strategy for the resort. This strategy can revitalise its financial health and restore its reputation of being a premier destination for vacation during the next four accounting periods.

Table of Contents
Purpose	4
Introduction	5
Scope and objectives	6
Financial Analysis	7
SWOT Analysis	8
Market Analysis	9
Turnaround strategy	10
Financial projections	11
Risk Assessment	13
Conclusion	14
Recommendations	15
Reference List	16
Appendices	17





[bookmark: _Toc149320344]Purpose 
All studies or assessments are prepared with certain purposes (Dunn and Mulvenon, 2019). The purpose of this assessment is not limited to one but more than one. One of the primary purposes underlying in this assessment is measuring the financial viability of the hotel The Seaview Resort by analysing its financial performance. Another purpose of this assessment is proposing a turnaround strategy for the hotel so that it can revitalise its financial health and restore its reputation of being a premier destination for vacation.

[bookmark: _Toc149320345]Introduction 
The Seaview Resort is a hotel property, mainly a resort, consisting of 25 beds alongside a bar, restaurant and event facilities, which is located on a coastline that is picturesque. This hotel was once a thriving destination for a large number of vacationers who seek luxury as well as relaxation. In the recent years, however, this resort has been experiencing a decrease in its occupancy rates, revenue as well as customer satisfaction. This resort has quite poor profitability in the present scenario with a poor financial situation. The main reasons underlying for this declining financial situation is the Covid-19 pandemic, poor customer reviews, high competition and inability to adopt eco-friendly and experiential tourism. Mr. James Henderson, the owner of The Seaview Resort, has been showing his concern regarding the future viability of this resort. He is also keen towards assessing the present situation of the business and developing a strong turnaround strategy. In this report, a detailed assessment will be presented on the present financial situation of the business while a turnaround strategy will be developed for it based upon financial, SWOT and market analysis.

[bookmark: _Toc149320346]Scope and objectives
The objectives that are aimed to be accomplished through this analysis of The Seaview Resort are the following –
· Analysis of the financial performance of The Seaview Resort throughout the last three years.
· Identification of the main reasons that underlie in the declining profitability of the resort.
· Adoption of a potential turnaround strategy for the revitalisation of the financial health of the resort and ensuring the restoration of its reputation of being a premier vacation destination.
The key questions that are going to be answered through this analysis are the reasons for the declining financial performance of this resort and which turnaround strategy can be effective for the resort. Answering these questions is the scope of the analysis.

[bookmark: _Toc149320347]Financial Analysis 	
According to Wild (2018), financial analysis can be defined as a process that is used in a company for evaluating its performance in performance while analysing its profitability, stability and viability. The income statement, balance sheet and cash flow statement are the three main financial statements of a company (Drury, 2019). Interpretation and analysis of these financial statements helps in analysing the financial performance and financial health of companies (Seal, 2019). The income statement analysis of The Seaview Resort shows a decline in its revenues by above 17% from 2020 to 2022 while its expenses have increased by above 15%. Conversely, the profitability trends of the resort shows a decline of above 77% from 2020 to 2022.
The balance sheet analysis for The Seaview Resort the presence of huge liabilities of the resort whereas its equity is much poor. However, its assets are high and non-current assets are much higher than current assets. The cash flow analysis for this resort indicates that the cash outflows of the resort are much higher as compared to its cash inflows. Due to this, the net cash flow of the resort has been negative in 2022. The financial ratios calculated for The Seaview Resort are shown below –
	Ratios
	Formula
	Result

	Current Ratio
	Current assets / Current debts
	1.38

	Quick Ratio
	Current assets – Inventory / Current debts
	0.83

	Debt-to-Equity Ratio
	Total debts / Total shareholders’ equity
	1.67

	Return on Assets (ROA)
	Net income / Total assets
	1.45%

	Return on Equity (ROE)
	Net income / Total shareholders’ equity
	3.89%



The financial ratios of The Seaview Resort calculated for 2022 shows that the current ratio as well as the quick ratio of this resort is poor. Moreover, the debt-to-equity ratio is high, which reflects its poor solvency position. Conversely, its ROA as well as ROE are poor, showing poor profitability. The additional financial information of The Seaview Resort shows that the average room rate (ARR) has decreased from 250 to 210 between 2020 and 2022. Conversely, its occupancy rate has decreased over these years from 70% to 60%. Hence, the financial analysis of the resort shows a huge decline in its revenues, profits and overall financial performance and health.

[bookmark: _Toc149320348]SWOT Analysis
The SWOT analysis is one of the most effective tools that help in conducting an analysis of the strengths and weaknesses of a business along with its opportunities and threats (Benzaghta et al., 2021). This analysis can be useful for developing the areas in which a business does well, addressing where it lacks, seizing new openings while minimising risks (Drury, 2016). The following is a detailed SWOT analysis conducted for The Seaview Resort –
Strengths 
The biggest strength that The Seaview Resort possesses is the fact that it is located on the coastline, which is attractive for vacationers who seek luxury and relaxation. In this resort, the beautiful location on being on the coastline and possessing scenic views turns out to be a major selling point for this resort. The on-site amenities of the resort such as the bar, restaurant and event facilities are also its strengths.
Weaknesses 
In the current scenario, the main weakness that can be identified for this resort is that it is experiencing a decrease in its occupancy rates, revenue as well as customer satisfaction. Another weakness of this resort is that the resort fails to offer eco-friendly and experiential tourism and these are key customer preferences currently. Poor customer reviews regarding outdated amenities and declining service quality is yet another weakness.
Opportunities 
The main opportunity, which can be identified for The Seaview Resort, is embracing the concepts of eco-friendly and experiential tourism to enhance the resort’s revenues and profits. Another opportunity is improving the amenities of the resort as well as ensuring its modernisation.
Threats
One of the main threats of The Seaview Resort in the current scenario is the declining profitability of the resort. Another major threat for this resort is that the coastal resort market shows high competitiveness and in the vicinity of this resort, there are several more modern and newer resorts.

[bookmark: _Toc149320349]Market Analysis
Market analysis can be defined as an in-depth examination of the target market of a business organisation and its competitive landscape within a particular industry (Hague, 2021). According to Walker (2021), a detailed market analysis conducted for the hospitality industry shows its competitive landscape. According to Statista (2023a), the market size of the UK hotel industry is 16.42 billion GBP while the monthly occupancy rate is 81%. The number of hotel and similar accommodation businesses within the country are 9961 (Statista, 2023b). These statistics show that the market is extremely competitive. Moreover, several newer as well as more modernised resorts developed in the vicinity of The Seaview Resort. 
The market analysis also shows that the customers in the nation have a huge preference towards eco-friendly and experiential tourism. According to Łapko et al. (2021), eco-friendly and experiential tourism are in great demand currently. In the present scenario, the target customer segments for The Seaview Resort include customers who are keen towards eco-friendly as well as experiential tourism. This is because an increasing proportion of customers are now focusing on eco-friendly and experiential tourism, which this resort needs to embrace and implement. The potential growth opportunities for The Seaview Resort include enhancing its service quality and eradicating all its outdated amenities and replacing them with new ones. Hence, modernisation of the resort is a potential opportunity for the resort’s growth.

[bookmark: _Toc149320350]Turnaround strategy 
Developing and adopting a strong business strategy is important for every company (Eker and Eker, 2019). According to Gotteiner et al. (2019), a turnaround strategy acts as a comprehensive plan for companies that face underperformance or financial distress. It helps in the revitalisation of their operations and restoration of their profitability. The Ansoff’s Matrix is an effective framework that mentions strategies for business to grow and expand (Clarissia, 2020). The most effective turnaround strategy that The Seaview Resort can adopt in the current scenario is product development. According to Cooper (2019), the product development strategy relies upon the development of new products or existing ones so that they appear as new. Since the organisation is a resort, it needs to develop effective services. It is thus suggested to introduce services such as eco-friendly and experiential tourism to customers. Modernisation of the resort, improvement of service quality and introduction of new amenities is also a part of this strategy.

[bookmark: _Toc149320351]Financial projections 
The financial projections of a company help in determining its expected future performance (Palepu et al., 2020). A company’s performance is largely affected due to its strategy adopted (Farida and Setiawan, 2022). The revenue growth expected due to the turnaround strategy is more than 200% from 2023 to 2026 while the net profit margin target is 30% in 2026. An occupancy rate of 80% must be maintained to achieve a breakeven. All other financial projections are made below –
Income statement projection
	
	2023
(£)
	2024
(£)
	2025
(£)
	2026
(£)

	Revenue
	455800
	546960
	765744
	1301765

	Operating Expenses
	182320
	200552
	230634.8
	276761.8

	Gross profit
	205110
	328176
	459446.4
	781058.9

	Net profit
	22790
	127624
	228811.6
	504297.1

	Net profit margin
	5%
	23.33%
	29.88%
	38.74%



Balance sheet projection
	
	2023
(£)
	2024
(£)
	2025
(£)
	2026
(£)

	Current assets
	270000
	290000
	220000
	180000

	Non-current assets
	1000000
	1020000
	1050000
	1100000

	Total assets
	1270000
	1310000
	1270000
	1280000

	Current liabilities
	210000
	200000
	120000
	70000

	Non-current liabilities
	610000
	540000
	440000
	460000

	Total debts
	820000
	740000
	560000
	530000

	Total equity
	450000
	570000
	710000
	750000



Cash flow statement projection
	
	2023
(£)
	2024
(£)
	2025
(£)
	2026
(£)

	Net Cash Flow from Operations
	-110000
	-40000
	35000
	110000

	Capital Expenditures
	50000
	20000
	30000
	50000

	Net Cash Flow (Change in Cash Balance)
	-160000
	-60000
	5000
	60000





[bookmark: _Toc149320352]Risk Assessment 
In a business context, the strategies adopted have several risks and challenges (Bandanuji and Khoiruddin, 2020). Especially, a turnaround strategy has several risks and challenges since it is a strategy for restoration of a company (Nyagiloh and Kilika, 2020). The potential risks and challenges related to the turnaround strategy of Seaview Resort and mitigation plans are as follows –
	Risks and challenges
	Description of risk
	Likelihood of risk occurrence
	Impact if the risk occurs
	Severity
	Mitigating actions

	Competitor risk
	Competitors in the market are huge and various competitors in the coastline are already providing eco-friendly and experiential tourism services
	High
	Medium
	Medium
	Accurate pricing and better amenities and service quality

	Financial risk
	Huge funds are involved in the turnaround strategy and ineffectiveness of this strategy can lead the resort towards bankruptcy
	Medium
	High
	High
	Effective budgeting and working capital management


Table 1: Risks and challenges of The Seaview Resort
(Source: Created by the learner)
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Therefore, from this report, it can be summarised that The Seaview Resort has had a huge decline in its performance in the recent years. The main reasons behind declining financial situation is the Covid-19 pandemic, poor customer reviews, high competition and inability to adopt eco-friendly and experiential tourism. However, expected positive outcomes of the strong turnaround strategy developed for the resort are huge and indicate a growth in its revenues, profitability, cash flows and its overall financial situation.

[bookmark: _Toc149320354]Recommendations 
The success of a strategy adopted in a company depends considerably on how well it is implemented (Namada, 2020). A few recommendations for the management of The Seaview Resort to implemented the suggested turnaround strategy are –
· To implement this turnaround strategy, effective budgets need to be prepared in The Seaview Resort. A budget is an important tool within management accounting that helps companies largely in their financial management (Atrill and McLaney, 2021). In The Seaview Resort, various types of budgets should be prepared and budgetary control should be established to overcome unfavourable budget variances.
· Moreover, the focus of the resort should be on strong working capital management. This can be done through making capital expenditures using non-current liabilities and equity instead of working capital and cutting down all unnecessary expenses.
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Figure 1: Revenue and net profit growth projected for The Seaview Resort
(Source: Created by the learner)
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