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Executive summary
The following report analyses financial performance of Seaview Resort. Analysis of the business’s financial statement reveals that the company has stable solvency, and liquidity. However, the company for the past three years has had increasing expenses and declining revenues. Seaview Resort has opportunities in the recovering economy as well as technological integration. The report recommends that the business implement cost reduction and merge with Whitbread plc to enjoy benefits of brand chain in hotel operations. It is also recommended that the new management of Seaview Resort embrace staff training and team building to overcome inefficiencies that comes with different organisational cultures and resistance to change.
Introduction
Seaview Resort, a hotel facility, used to be a lucrative destination for visitors but currently reports a decline in occupancy rate, customer satisfaction and revenues. The hotel facility enjoys proximity to the coastline and has a bed capacity of 25, event facilities, a bar and a restaurant. The following report analyses its financial performance, market analysis, and SWOT analysis to determine the viability of the business. The report also discusses a turnaround strategy, financial projections, and risk assessment and recommends how Seaview Resort can sustain its turnaround strategy into the future. 
Scope and Objectives
The following report focuses on Seaview Resort's financial performance for the years 2020, 2021 and 2022 and gives insights that can be used to improve business operations. Therefore, the primary objectives of this report include:
a) To analyse Seaview Resort’s financial performance for the last three financial years.
b) To outline the main reasons for the decline in Seaview Resort’s profitability.
c) To propose a viable and sustainable turnaround strategy to restore the company’s financial health and reputation as a vacation destination.
Questions.
a) what could be the causes of declined profitability at Seaview Resort?
b) What turnaround strategy could be implemented to revive Seaview Resort's profitability?
Financial Analysis
Based on the income statement analysis between the financial period 2020 and 2022, it is evident that the company's revenue has been on a downward trend. For instance, the company experienced a decline of 40,000 for the period 2020-2021 and 50,000 for the period 2021-2022. The company's operating expenses have also been on an upward trajectory, that is, increased by 60,000 between 2020 and 2022. The profitability trend has also been on the decline, that is, from 78,000 to 17,500. However, the company has effectively managed its liabilities and assets; that is, it has more assets than liabilities. Thirdly, Seaview Resort’s cash flow analysis indicates negative outcomes in the company’s operations and capital expenditure.  According to Soboleva et al. (2018), a negative cash flow in a business is an indication of more expenditures compared to revenue generation. Lastly, a ratio analysis of the company reveals that the company has a low return on asset (ROA) of 1.46% and a low return on equity (ROE) of 3.9%, see figure 1. Generally, any business with low ROA and ROE has not been efficient in using its assets and shareholder's equity to generate profits (Jewell and Mankin, 2011). On the other hand, Seaview Resort has stable liquidity and solvency status, given its ratios of 1.39 and 1.11, respectively see figure 1.
Reasons for the decline in profitability
a) Covid-19 pandemic
One of the factors that contributed to the decline in profitability is the Covid-19 pandemic. According to Ramuni (2021), the UK hospitality industry was hit hard by the pandemic between 2020 and 2021. The lockdown as a measure to restrict the spread of the virus resulted in the suspension of hospitality service as people were required to stay home. The decline in service demand during this period affected revenues and the profit margin that the hotel collected. From the income statement, it is evident that the net profit margin of Seaview Resort declined from 15% to 4% between 2020 and 2022. Sharma et al. (2021) also point out that hotels invested in innovation during the pandemic, even though some failed to pay off. This uncertainty could explain the high negative cash flows from operations and capital expenditure of Seaview Resort. 
b) Global recession and Brexit
The global economy experienced a 7% decline in global commercial commerce at the beginning of 2020 (Weiss et al.2020). Office for National Statistics (2021) also reported that the pandemic caused a historic shock to the UK economy, leading to a fall of 19.4%. According to PwC (2020), the decline in profitability within the UK's hotel industry was caused by rising energy costs, increased interest rates and general inflation. It is also argued that the co-occurrence of Brexit and COVID-19 contributed to the general decline in profitability in the UK's hotel industry as the market shrunk (Shahvaroughi Farahani, 2021). Therefore, the decline in Seaview Resort’s net profit from 78,000 to 17,500 is justified by these events. 
SWOT Analysis
Strengths
Strong liquidity and solvency status
Seaview Resort’s ratio analysis has shown a positive and ideal liquidity ratio of 1.39; that is, the business is efficient in meeting its short-term financial obligations using its current assets. Secondly, Seaview Resort's debt-to-equity ratio of 1.11 shows resilience; that is, it has the ability to meet its future debt obligation and sustain profitability (Brindescu-Olariu, 2016).
Weaknesses
Rising expenditure, and Declining occupancy, and average room rates
Based on the income statement analysis, Seaview Resort experiences high operating expenditures. For instance, the business' expenditure rose by 60,000 between the year 2020 and 2022. The business also faces declining occupancy and average room rates, a decline of 40 and 10% between 2020 and 2022, respectively. This could be a result of declining quality services and outdated amenities that the resort has. 
Opportunities
Attract investment
Due to Seaview Resort's stable debt-to-equity ratio, the business has a greater opportunity to acquire debt. Debt financing can then be used to finance the renovation of old amenities and improve service quality. As Raimo et al. (2021) illustrated, debt finance has both tax and cost advantages.
Technological integration
Seaview Resort has a greater opportunity to exploit the benefits that come with technological integration into its business system. The advancement in technology is likely to help the company attract more clients through online marketing.
Full recovery of the economy
Seaview Resort also has an opportunity to benefit from the slow recovery of the UK's hotel industry. The trading performance within the hotel sector has been beyond expectation despite the slow rate of recovery (Frank, 2022). One of the factors contributing to the slow recovery is slow growth in the hotel supply, which was reported to be 1.4% per year (Frank, 2022).
Shifting customer preference
Seaview Resort also has a greater opportunity to capitalise on the shifting customer preference towards eco-friendly and experiential tourism (Ashraf et al.2020). For instance, its close proximity to the coastline gives it the advantage of incorporating the concept of sustainability and environmental conservation in its services.
Threats
Competition
The UK's hotel industry is highly competitive, with a market size of $16.42 billion. 81% occupancy rate and 9,961 hotels offering similar accommodation services. Therefore, the negative reviews and industry competition are likely to affect profitability and competitiveness.
Market Analysis
According to Mordor Intelligence (2022), the UK hospitality industry market size is currently approximated to be worth $ 24.20 billion and is expected to grow to $ 27.42 billion by 2028. An analysis based on RevPAR Numbers shows that the number of target customers, that is, international tourists, is fluctuating while the number of domestic tourists is on the rise. Additionally, the construction of 88 new hotels is expected to add approximately 16000 rooms to the industry (Mordor Intelligence, 2022). Despite the stagnation in the growth of RevPAR between 2018 and 2022, there has been a positive growth in RevPAR, attracting more investors. ‌The market share concentration analysis by ‌IBIS World (2022) shows that the top four companies generate less than 40% of the total revenue. The concentration in the food and accommodation sector is also approximated to be 21% (‌IBIS World, 2022). Lastly, ‌IBIS World (2022) reports show that hotels have greater opportunity to operate as large branded chains since the independent hotel sector is on the decline. 
Turnaround Strategy
Seaview Resort intends to turnaround its current status through a cost-restructuring strategy. Given that Seaview Resort expenses continue to rise, it is advisable that the Seaview Resort's management takes austerity measures to restructure its operating budgets, enact furloughs where appropriate and implement other cost-saving measures. As Radwan. and Radwan (2017) argue, cost restructuring enables a business to save and plough back the savings into profitable activities. For instance, the savings that Seaview Resort is expected to save from cost restructuring can be used to renovate its amenities, invest in modern marketing platforms and train its staff to provide quality services. Secondly, the Seaview Resort intends to merge with Whitbread plc to operate as part of the hotel chain. This turnaround strategy is viewed to be more profitable as they enjoy economies of scale enjoys popularity compared to hotels in the independent sector. According to Ledsham (2023), hotels in the independent sector are closing down while large branded chains continue to thrive. In other words, the move to operate as part of Whitbread plc will allow it to increase market penetration, that is, access Whitbread plc's existing markets. 
 Financial Projections (2023-2026) (200)
The turnaround strategy discussed above is expected to revive Seaview Resort’s revenue and earn it reputation in the hotel industry.  Seaview Resort's financial projections are based on the general industry projections in the PWC 2020 report on the UK hotel industry. The report projects that the revenue in the hospitality sector will grow by 1.59% between 2023 and 2027‌ (Statista, 2023). However, it is assumed that Seaview Resort will experience an annual revenue growth of 10%. It is also expected that the hotel expenses will reduce by 10% in 2023 and 2024 and stabilise. The business' assets are expected to increase by 20% by the end of 2026 due to the merger with Whitbread plc, while long-term debt is expected to increase by 5%. Shareholder's equity is also expected to increase by 63.33% due to the merger as shown in figure 2.
Risk Assessment
a) Resistance to Change
Even though the merger is an ideal way of addressing the current profitability challenge at Seaview Resort, there is a possibility that the current staff will resist adapting to the new management. According to Zafar and Naveed, (2014), organisation restructuring comes with shock to the employees, which can prompt them to reject the new normal as well as take long to adapt to the new management.
b) Difference in organisational culture
Organisations are unique in nature, and many apply different leadership styles and adopt peculiar organisational cultures. The peculiarity in organisational culture makes it riskier to implement change (Odor, 2018). Therefore, it may take the new management a longer time to effectively onboard the inherited workforce from the previous organisation (Darmawan and Azizah, 2020). Therefore, regular training and engaging the new workforce through team-building activities will help overcome resistance and organisational culture differences.
Conclusion (100)
In summary, the following report reveals the main reasons for the decline in profitability at Seaview Resort, and they include the shock of COVID-19, the global recession and Brexit. The report also shows that Seaview Resort has more opportunities as the UK economy recovers. Moreover, the business can benefit from technological integration as well as attract investors, given its stable debt-to-equity ratio. The financial projections show that Seaview Resort will be profitable in the next three years under the management of Whitbread plc. Some of the risks associated with the recommended turnaround strategy include resistance to change and organisational culture differences.
Recommendation (100)
Generally, it is recommended that Seaview Resort implement a cost restructuring strategy internally by cutting unnecessary costs. It is also recommended that Seaview Resort merge with Whitbread plc and operate as a brand since operating in the independent sector is more expensive.













Appendices
Figure 1
Ration Calculations
	
	Ratio Analysis
	

	Ratio
	formula
	Value

	current ratio
	Formula: Current Assets / Current Liabilities
	1.39

	Debt to equity ratio
	Formula: Total Debt / Total Equity
	1.11

	Return on Assets
	Net Profit / Total Assets
	0.0146

	Return on Equity
	Net Profit / Total Equity
	0.039



Figure 2. 
	Income Statement Projections (2023-2026)
	
	
	

	Item
	2023
	2024
	2025
	2026

	Total revenue
	473000
	520300
	572330
	629563

	Operating expenses
	405000
	364500
	364500
	364500

	Gross profit
	68000
	155800
	207830
	265063

	Net profit (after corporate tax 20%)
	54400
	124640
	166264
	212050

	Net Profit Margin
	15%
	24%
	29.10%
	34.00%

	
	
	
	
	

	
	
	
	
	

	Balance Sheet Projections (End of 2026)
	
	
	
	

	Total Assets
	1440000
	
	
	

	Current assets
	300000
	
	
	

	Property and Equipment
	960000
	
	
	

	Other Assets
	180000
	
	
	

	Total Liabilities
	1440000
	
	
	

	Current Liabilities
	180000
	
	
	

	Long-term debt
	525000
	
	
	

	Equity
	735000
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