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[bookmark: _Toc147260244]Case Study: The Seaview Resort
[bookmark: _Toc147260245]Introduction
The Seaview Resort, once a thriving vacation destination, is now facing a critical juncture in its existence (ATUKALP, 2023). The owner of the company, Mr. James Henderson, has given us the task of assessing the resort’s current situation and to formulate a comprehensive turnaround strategy. To achieve this, three primary objectives are required to be delved into: 
a. Analysis of The Seaview Resort’s financial performance over the past three financial years;
b. Identification of the key reasons behind the decline in profitability of The Seaview Resort;
c. Development of a comprehensive turnaround strategy to revitalize the resort’s financial situation and restoration of its reputation as a premier vacation destination. 
[bookmark: _Toc147260246]Objective A: Analysis of The Seaview Resort’s financial performance over the past three financial years
The financial performance of The Seaview Resort can be analysed by examining the three financial statements: Income Statement, Balance Sheet, and Cash Flow Statement (Bouten et al., 2019). We are going to analyse the financial statements of the last three years: 2020, 2021 and 2022. To gain an understanding of the resort’s financial trajectory, let’s first analyse its income statement from 2020 to 2022:
	Item
	2020
	2021
	2022

	Total Revenue
	 £520,000.00 
	 £480,000.00 
	 £430,000.00 

	Operating Expenses
	 £390,000.00 
	 £400,000.00 
	 £450,000.00 

	Gross Profit
	 £130,000.00 
	 £80,000.00 
	 £80,000.00 

	Net Profit (Loss)
	 £78,000.00 
	 £40,000.00 
	 £17,500.00 

	Gross Profit Margin
	25%
	17%
	19%

	Net Profit Margin
	15%
	8%
	4%




We can draw several insights from the Income Statement: 
a) Declining Revenue: The Seaview Resort has witnessed a continuous decline in its total revenue over the last three years. This decline in revenue is likely indicative of the resort’s problem in attracting guests and maintaining competitive level of pricing (Bragg, 2017). 
b) Rising Operating Expenses: Operating expenses have witnessed a steady rise over the last three years. This can be indicative of several issues such as inefficiencies in cost management and the contribution of diminishing profit margins (Gomes, 2021). 
c) Fluctuating Gross Profit Margin: The Seaview Resort’s gross profit margin has witnessed fluctuation as the gross profit margin declined by 800 basis points in 2021 but witnessed a rise of 200 points in 2022. This indicates a lack of control of the Resort’s over its costs and the level of pricing (Goodwin, 2023). 
d) Net Profit Decline: The net profit of The Seaview Resort has declined both in 2021 and 2022. Net profit in 2021 declined by 48.72% from £78,000.00 in 2020 to £40,000.00 in 2021 and further declined by 56.25% to £17,500.00 in 2022. This decline appears to be unsustainable and needs immediate attention from the management (Woods, 2022). 
e) Net Profit Margin: The net profit margin of the resort has also declined in 2021 and 2022 along with a decline in net profit. Net profit margin came down to 8% in 2021 from 15% in 2022. Net profit margin declined further in 2022 to 4%. This net profit margin is significantly below the industry standards (Gowthorpe, 2020). This decline indicates a need for cost optimization and revenue enhancement.
	Item
	2022

	Total Assets
	£1,200,000

	- Current Assets
	£250,000

	- Property
	£800,000

	- Other Assets
	£150,000

	Total Liabilities
	£750,000

	- Current Liabilities
	£180,000

	- Long-term
	£500,000

	Equity
	£450,000




We can draw several insights from the balance sheet:
a. High amount of fixed asset: The company has £800,000 as fixed asset which is two thirds of its total amount of asset. As the company is in the resort business, it is normal for the resort to have such a high percentage of fixed assets (Hardy, 2021). However, a high amount of fixed asset can lead to high depreciation costs which can also further adversely affect the profitability of the company (Hayes et al., 2020). 
b. Positive working capital: The company has a positive £70,000 worth of working capital. This is a good sign as this means the company has low liquidity risk (PARMENTIER, 2021). However, with declined profitability, the company should manage its working capital more diligently. 
c. Significant long-term debt: The resort has significant long-term debt which was likely taken to finance capital expenditure (Tuovila, 2023). However, finance expense incurred from this long-term debt is likely having a negative impact on the profitability of the resort.
	Item
	Amount

	Net Cash Flow from Operations
	-£80,000

	Capital Expenditures
	£30,000

	Net Cash Flow (Change in Cash Balance)
	-£110,000



We can draw several insights from the Cash flow statement:
a. Negative net cash flow from operations: Net cash flow from operations represents the cash generated by the resort’s core business activities (Rees, 2022). In 2021, the company generated negative -£80,000 net cash flow from operations which indicates the resort’s operating activities were not generating enough cash to cover for all its expenses and investments. 
b. Capital expenditure of £30,000: Capital expenditure (CapEx) is the investments made in acquiring long-term assets such as property and equipment (TRACY, 2019). The Seaview Resort’s CapEx likely represents investment made in maintenance, upgrade, and expansion. 
c. Negative Net Cash flow: Net cash flow is the overall change in the resort’s cash balance in the year (Santi, 2023). It is calculated by subtracting CapEx from the net cash flow from operations. A negative net cash flow of -£110,000 indicates the resort has spent more cash than it has generated during the year.
[bookmark: _Toc147260247]Objective 2: Identifying Reasons for Profit Decline
To get an understanding of why The Seaview Resort's profitability has declined, various factors that have caused its financial challenges need to be explored: 
a. Intense Competition: The coastal resort market is very competitive. There are more modern and newer resorts in the vicinity of The Seaview Resort (Furhmann, 2022). These competitors also offer state-of-the-art amenities. The lure of the high-class amenities has likely drawn potential customers away from The Seaview Resort. The Seaview Resort has also failed to find any sound strategy to be able to fight for market share in this competitive industry, 
b. Changing Customer Preferences: The travellers of the current day look for eco-friendly and experiential tourism (Hoggett et al., 2021). Unfortunately, The Seaview Resort has outdated amenities. Also, the resort lacks any major eco-friendly initiatives. These two factors have likely resulted in a decline in the customer’s taste. The Seaview Resort has failed to upgrade and adapt itself to the changing customer preferences. 
c. Decline in Average Room Rate (ARR): The Average Room Rate (ARR) of the resort was £250 in 2020. However, the Average Room Rate (ARR) has declined to £230 in 2021 and further declined to £210 in 2022. This decline in ARR resulted in declined revenue which further negatively impacted the profitability of the resort. The decline in ARR suggests a potential problem with pricing strategy. This can also be a result of perceived value by the customers (Horner & Mott, 2022). 
d. Reduced Occupancy Rates: The Seaview Resort had a healthy occupancy rate of 70% in 2020. However, this too has been on the decline. In 2021, occupancy rate declined to 65% in 2021. In 2022, the occupancy rate further went down to 60%. A lower occupancy rate means lower number of visitors in a particular year which results in lower amount of revenue generated (Kenton, 2023). As the resort has to bear a significant amount of fixed costs, lower revenue generation results in declined profitability. 
e. Cost Management: Operating expenses of The Seaview Resort have grown to £450,000 in 2022 from £400,000 in 2021 while the revenue has declined by £50,000 during the same period. This issue needs further examination. Revenue and operating expenses should be managed proportionately (Kourdi, 2021). Since the operating expense has grown disproportionately to the revenue, this has resulted in declined profitability. 
[bookmark: _Toc147260248]Objective 3: Developing a Turnaround Strategy
To restore The Seaview Resort to its formal glory, a comprehensive turnaround strategy needs to be formulated. The key elements of the strategy are described below: 
a) Enhanced Customer Experience: The Seaview Resort needs to renovate and modernize all its amenities and rooms to meet the industry standard. The resort should also invest in implementing eco-friendly initiatives as this will match the preferences of modern day travellers and will also promote sustainable tourism. The resort must differentiate from other competitors to survive and thrive in this very competitive industry. For that reason, the company should invest to offer unique and memorable experiences that differentiate itself from the rest of the competitors. 
b) Revised Pricing Strategy: The current pricing strategy of The Seaview Resort is not optimum. The company should reassess its pricing strategy so that it can strike a balance between affordability and perceived value. The resort can also adopt dynamic pricing. For example, the company can charge higher in peak seasons due to high demand. This will also help the resort to maximize its revenue. 
c) Marketing and Branding: The resort should invest in marketing and branding with the goal of repositioning The Seaview Resort as a premier destination for the travellers. The resort should utilize and leverage digital media and social media marketing. More and more people make their decision of travelling and selecting resorts through digital and social media. The Seaview Resort should utilize these tools to get a wider reach of its marketing. 
d) Operational Efficiency: A thorough review of operating expenses should be conducted by the resort. The goal of the review will be to identify areas for cost reduction and optimization. The company should also identify and implement ways to improve operational efficiency and reduce wastage. 
e) Customer Feedback and Service Quality: The resort should actively seek and act upon customer feedback to address concerns related to the quality of service. The resort should invest in training and motivating its staff to provide exceptional service. 
f) Collaborate with local communities: The resort should engage with the local community to foster fruitful relationships and support the local businesses. This process can involve sourcing local services and products, offering opportunities for employment to the local residents, and organizing community events. 
g) Offer attractive packages and promotions: The resort should invest in creating attractive packages and promotions to incentivise bookings. This strategy can help with increasing occupancy rates. The resort can offer discounted rates for guests with longer stays, special & exclusive offers for weddings and events and bundled services. 
h) Debt Management: The resort should explore options to refinance or restructure its long-term debt to improve its Net Cash Flow position. 
i) Revenue Diversification: The resort should also explore additional revenue streams which may include hosting events, partnering with local businesses etc. 
j) Monitoring and Adaptation: The resort should implement Key Performance Indicators (KPIs) to monitor and track the progress of these strategies. The resort should continuously adapt the turnaround strategy based on market trends and data.
[bookmark: _Toc147260249]Conclusion
The Seaview Resort is currently facing a number of challenges. However, by implementing a well-structured turnaround strategy, the resort can regain its status as a premier vacation destination. The company has acknowledged that it has a problem of declining revenue and profitability. In this report, we have tried to identify key factors behind the decline in revenue and profitability. After that, we have a formulated turnaround strategy consisting of ten sections. By implementing this comprehensive strategy, the resort can look forward to achieving brighter and more prosperous coming days in the very competitive coastal resort market. 
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