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Executive Summary: 
The current report will be assessing the financial position of The Seaview Resort. The hotel has been currently facing financial distress and it has experienced loss in the recently concluded financial year of 2022. In addition to this, the report will be providing the management of Seaview Resort with a turnaround strategy so that it can turn its loss-making business into a profitable business. The report will be assessing the financial performance of the business by employing financial ratios. An analysis of income statement, balance sheet and cash flow statement will be performed as well. The management will be provided recommendation to overcome the risks that is involved in implementing a turnaround strategy. 
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[bookmark: _Toc150870925]Understand the purpose 
The main purpose of this assessment is to assess the financial viability of The Seaview Resort and the report will be proposing the turnaround strategy for the resort. The report will understand the reason behind decline in profitability position of The Seaview Resort and will be proposing turnaround strategy for the business.
[bookmark: _Toc150870926]Introduction: 
The Seaview Resort is a 25-bed property that has restaurant, bar and event related facilities for its guests. The Seaview Resort is located on picturesque coastline. It was once regarded as a thriving destination for vacationers that are seeking relaxation and luxury. Nevertheless, in recent years, the resort has also experienced fall in its revenue, occupancy rates and customer satisfaction. The owner of The Seaview Resort has expressed his concern regarding the upcoming feasibility of the business due to the decline in its financial position. 
Currently, The Seaview Resort is facing adverse financial situation as business has reported decline in its gross profit and its net income has declined by 11% as compared to the previous year figures of 40,000. The primary reason for decline in profitability position of The Seaview Resort is its continuous falling trend in revenues and over the span of last three years (Marsha and Murtaqi 2017). The Seaview Resort has experienced continuous rise in its operating expenses and this has contributed to decline in its net profit position. 
[bookmark: _Toc150870927]Scope and Objectives:
The main scope of this assessment is to conduct a comprehensive financial analysis of The Seaview Resort by reviewing its income statement, balance sheet and cash flow statement. The report will also include calculation of key financial ratios to understand the liquidity, solvency and profitability position of The Seaview Resort. The report aims to identify strength, weaknesses, opportunities and threats faced by The Seaview Resort. The report looks to answer the primary question of declining profitability position of The Seaview Resort and suggesting a turnaround strategy based on the analysis conducted. 
[bookmark: _Toc150870928]Financial Analysis: 
[bookmark: _Toc150870929]Income Statement Analysis: 
	Income Statement Analysis

	Particular
	2022
	2021
	Amount Change
	(%) Change
	2020
	Amount Change
	(%) Change

	Revenue
	430000
	480000
	-50000
	-10.4%
	520000
	-40000
	-7.69%

	Operating Expenses
	450000
	400000
	50000
	12.5%
	390000
	10000
	2.56%

	Gross Profit
	-20000
	80000
	-100000
	-125.0%
	130000
	-50000
	-38.46%

	Net Profit (Loss)
	-47500
	40000
	-87500
	-218.8%
	78000
	-38000
	-48.72%



The income statement analysis has been conducted for The Seaview Resort to asses the trend of profitability, expense and revenues. The Seaview Resort reported revenue of 520,000 in the year 2020 while it declined by 7.69% in 2021 to stand at 480,000. A further decline in revenue is noticed in the year 2022 when The Seaview Resort reported revenues of 430,000 as compared to the figures of 2021 when the business derived revenue of 480,000 (Zor et al. 2018). As evident, in the last three years, the revenue of The Seaview Resort has witnessed a continuous declining trend.
Meanwhile, the operating expense of The Seaview Resort has witnessed a rising trend in the last three years with operating expense standing 390,000 in 2020 to eventually increase in 2022 to stand at 450,000. The net profit margin of Seaview Resort has declined negatively in 2022 as the net profit stood (47,500) from the previous year figure of 40,000 (Fridson and Alvarez 2022). The decline is mainly attributable to rising operating expense and declining revenue of Seaview Resort.

Figure 1: Figure showing Income Statement Analysis of Seaview Resort
Source: (As Created by Author)
[bookmark: _Toc150870930]Balance Sheet Analysis: 
	Balance Sheet Analysis
	2022
	(%)

	Total Assets
	1030000
	100%

	Current Assets
	250000
	24%

	Property & Equip
	630000
	61%

	Inventory
	100000
	10%

	Other Assets
	150000
	15%

	Total Liabilities
	580000
	100%

	Current Liabilities
	180000
	31%

	Long-term Debt
	400000
	69%

	Equity
	450000
	78%



The balance sheet analysis of The Seaview Resort shows that total asset of the business is 630,000 and this sums up 61% of the total assets. The current asset of Seaview Resort is 250,000 out of which 100,000 includes inventory. Meanwhile, the current liabilities of Seaview Resort stands 180,000 which sums up 31% of the total liabilities. The current assets of Seaview Resorts covers the current liabilities (Revsine, Collins and Johnson 2021). The long-term debt of Seaview Resorts stands 400,000 and this sums of 69% of the total liabilities. On the other hand, the company reported total equity of 450,000. Accordingly, the balance sheet analysis shows that Seaview Resort has very high level of debt as compared to equity since the total liabilities of Seaview Resort has surpassed the total equity of $450,000. The balance sheet analysis shows that Seaview Resort is largely financed by the external creditors instead of owner’s equity.  
[bookmark: _Toc150870931]Cash Flow Analysis:  
The cash flow analysis of Seaview Resort shows that the net cash flow from operations has stood negative for the financial year ended 2022 at (80,000). Meanwhile, The Seaview Resort has incurred capital expenditures of 30,000. The net cash flow of Seaview Resort has stood negatively at (110,000) in 2022. Instead, Seaview Resort would require investment and financing from external sources to cover the differences (Kim, Barber and Kim 2019). This represents that Seaview Resort has more amount of money outgoing as compared to incoming of funds. The company is not able to cover the expenses from its sales revenue leading to negative cash flow. 
[bookmark: _Toc150870932]Key Financial Ratios:
	Ratio Analysis

	Current Ratio
	2022

	Current Assets
	250000

	Current Liabilities
	180000

	
	1.39

	
	

	Quick Ratio
	2022

	Current Assets
	250000

	Less: Inventory
	100000

	Quick Assets
	150000

	Current Liabilities
	180000

	
	0.83

	
	

	Debt to Equity Ratio
	2022

	Total Debt
	400000

	Total Equity
	450000

	
	0.89

	
	

	Return on Assets
	2022

	Net Profits
	-47500

	Total Assets
	1030000

	
	-4.61%

	
	

	Return on Equity
	2022

	Net Profits
	-47500

	Total Equity
	450000

	
	-0.1056



The ratio analysis conducted for Seaview Resort shows that current ratio of the business has stood 1.39 times in the year 2022. The business will be able to pay its short-term debt obligations that would be falling due inside the span of 12 months period. Meanwhile, the quick ratio for Seaview Resort has stood 0.83 in 2022. The quick ratio of Seaview Resort has been below the standard rule of 1.00 and the business will struggle to pay debt obligations that are falling due inside the span of three months (Serra-Cantallops et al. 2018). As a result, Seaview Resort will be forced to sell its capital assets to pay quick debt obligations. 
The debt-to-equity ratio of Seaview Resort has stood 0.89 in 2022. This implies that Seaview Resort has very higher level of debt as compared to its equity (Wan, Chan and Huang 2017). The return on assets of Seaview Resort in the year 2022 stood negatively at (4.61). The negative return on asset is an indication that Seaview Resort is not effectively managing its assets to produce greater level of income and the company is not favourable for the investors to make investment. 
The return on equity is regarded as a profitability ratio which is used in measuring the ability of a company to produce profits from the investment made by the shareholders in company. The return on equity reported by Seaview Resort stands negatively at -10.6%. The negative return on equity is an indication that the company is not making an effective use shareholders fund and Seaview is currently struggling to maintaining a positive trend in its income.  
[bookmark: _Toc150870933]SWOT Analysis: 
The SWOT analysis of Seaview Resort is given below in tabular format 
	Strength 
· Seaview Resort is located at a very unique picturesque location that has stunning views and it also has serene environment to provide guest with memorable and immersive experience (Kumar, Chen and Campos 2022). 
· Seaview Resort has a strong reputation for providing exceptional service and satisfaction to guests to improve the brand loyalty and encourage repeated business. 
· Seaview Resort has luxury accommodations, fine dining and recreational activities for its guests to form an all-encompassing guest experience.
	Weakness 
· The Seaview Resort is located in a very seasonal destinations and it may suffer fluctuations in revenue and occupancy during lean time. 
· Seaview Resort has to incur higher operating costs to maintain amenities, staff and facilities at resort. This can affect the profitability. 
· Changes in preference of travel among guests and trends can create an impact on bookings made by guests and overall performance of resort.

	Opportunities 
· Seaview Resort can reposition the resort so that it can attract new other segments such as adventure enthusiasts, wellness travellers and families to increase the consumer base. 
· Implementing the eco-friendly initiatives and sustainable practices as this will help in appealing environmentally conscious travellers and improve the image of resort (Alrawadieh, Alrawadieh and Cetin 2021). 
· Seaview Resort can collaborate with local businesses and offer its customers with unique local experiences as this will help in providing guests with reliable as well as enriching stay. 
	Threats 
· The economic uncertainties can negatively create an impact on travellers that follow budgets. This may result in reduced bookings from guests and lesser revenue. 
· Any kind of changes in local regulations or policies from government can negatively create an impact on the operation of resort and experience of guests.  



[bookmark: _Toc150870934]Market Analysis: 
The global hospitality market has witnessed growth from $4,390.59 billion in the year 2022 to $4,699 billion in the year 2023 at a CAGR rate of 7.00%. The hospitality market is anticipated to rise to $4,816 billion in the year 2027 based on the CAGR of 5.5%. The growth in hospitality industry is largely aided by economic growth that is projected in majority of developed and developing nations (Finkler, Calabrese and Smith 2022). As per the IMF, globally GDP has grown by 3.3% in 2020 and 3.4% in the year 2021. 
The recovery of commodity prices following significant fall in historic period is further anticipated to help the market growth. The developed countries are anticipated to record growth throughout the projected period. Furthermore, the emerging market is anticipated to grow slightly quicker than the developed market under the projected period. Therefore, steady economic growth is anticipated to drive the market throughout the projected period (Pawlicz and Napierala 2017). The target customers for hotel industry comprises of families, business travellers, solo travellers, retirees, medical tourists, couples, backpackers and adventures. The hospitality industry also target travellers on the basis of demographics, involving age, gender, income level and other individual characteristics. 
[bookmark: _Toc150870935]Turnaround strategy: 
The turnaround strategy for suggested to Seaview Resort are as follows; 
· Making investment in automation and streamlining the procedures: Seaview Resort is recommended to implemented a customer relationship management so that it can operate in a seamless way while engaging with guests (Radojevic, Stanisic and Stanic 2017). The CRM software will allow Seaview Resort to keep electronic profiles of guests that comprises of keeping track of guests reviews. 
· Cutting down unwanted expenses: Seaview Resort should cut down its unnecessary operational expenses. At first, Seaview Resort must prioritize costs and it should cut down those items that falls at the bottom of lists (Ozdemir et al. 2022). Seaview Resort is also recommended to provide cross-training to its existing staff members during financially challenging times as precaution to manage future short supply of staffs. 
· Improving the demand forecasting: Seaview Resort managers should be on top level to manage or forecast the demand as a notable part of budget planning. Seaview Resort managers should be in touch with those metrics which are highly valuable. Seaview Resort can achieve accuracy by accurately forecasting from the past experience and assessment of historical data. 
· Implementing low season tactics: Seaview Resort should implement correct tactics such as providing huge discounts during low seasons to revamp the bookings (Antonova, Ruiz-Rosa and Mendoza-Jimenez 2021). Implementing smart ideas through planning and innovative thinking can help in attracting more number of guests during off-season.
[bookmark: _Toc150870936]Financial Projections
[bookmark: _Toc150870937]Profit and Loss Statement: 
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[bookmark: _Toc150870938]Cash Flow Statement 
	(1) SALES FORECAST 
	 
	 
	 
	 

	Year
	0
	1
	2
	3

	Projected Sales 
	 
	5,50,000
	6,05,000
	6,65,500

	(b) Cost of goods 
	 
	3,25,000
	3,34,750
	3,51,488

	 
	 
	 
	 
	 

	(2) CASHFLOW FORECAST 
	 
	 
	 
	 

	 
	Preop
	 
	 
	 

	Year
	0
	1
	2
	3

	 
	 
	 
	 
	 

	CASH INFLOWS
	 
	 
	 
	 

	Cash from Sales
	 
	5,50,000
	6,05,000
	6,65,500

	 
	 
	 
	 
	 

	Directors loans
	2,00,000
	2,00,000
	2,00,000
	2,00,000

	Capital Employed
	1,00,000
	4,50,000
	4,95,000
	5,44,500

	Other cash inflows
	 
	 
	 
	 

	 
	 
	 
	 
	 

	TOTAL CASH INFLOW
	3,00,000
	12,00,000
	13,00,000
	14,10,000



	CASH OUTFLOWS
	 
	 
	 
	 

	 
	 
	 
	 
	 

	Payments for materials
	 
	3,25,000
	3,34,750
	3,51,488

	operating expenses (         )
	0
	 
	 
	 

	Premises (rent, rates)
	0
	9,500
	9,785
	10,274

	Wages and salaries
	0
	5,500
	5,665
	5,948

	General expenses
	0
	2,900
	2,987
	3,136

	Interest and bank charges payable
	0
	18,600
	19,158
	20,116

	Lease payments
	0
	18,600
	19,158
	20,116

	Corporation Tax
	 
	-17,550
	-6,527
	2,222

	Market survey costs
	0
	5,200
	5,356
	5,624

	Other preliminary expenses
	0
	2,900
	2,987
	3,136

	capital expenditure
	 
	 
	 
	 

	Plant and other capital expenditure
	0
	1,73,000
	1,73,000
	1,73,000

	financing repayments
	 
	 
	 
	 

	Loan repayments
	 
	 
	16,000
	16,000

	TOTAL CASH OUTFLOWS 
	0
	5,43,650
	5,82,320
	6,11,060

	Cash flow summary
	 
	 
	 
	 

	NET CASHFLOW FOR PERIOD 
	3,00,000
	6,56,350
	7,17,681
	7,98,940

	OPENING CASH BALANCE 
	0
	3,00,000
	9,56,350
	16,74,031

	CLOSING CASH BALANCE
	3,00,000
	9,56,350
	16,74,031
	24,72,970

	 
	 
	 
	 
	 



[bookmark: _Toc150870939]Balance Sheet: 
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The risk assessment and mitigation plan for Seaview Resort are as follows
1. Shortage of experienced personnel: As Seaview Resort continues to grow under new turnaround strategy, the business may face shortage of experienced personnel due to poaching of experienced staff (Mak and Chang 2019). Seaview Resort should recognize and address the wages as well as workers satisfaction issues to keep its staff motivated and contented. 
2. Rising cost of daily operations: Seaview Resort faces the challenge of rise in daily operation cost. The price inflation of every day use products such as eatables and other supplies can be challenging for Seaview Resort (Rodríguez-García et al. 2023). The viable solution for Seaview Resort is to constantly implement check on inventory, stock control and reducing the wastage. 
[bookmark: _Toc150870941]Conclusion: 
On a conclusive note, Seaview Resort can turnaround the business into a profitable venture by implementing smart and innovative thinking. This includes providing customers with huge discount during the lean times. The Seaview Resort should commence tailoring its guests experience with the help of smart technology such as chatbots to provide answers to every questions instantly. This would help in further increasing the bookings for Seaview Resort and also it will help in boosting its revenues. 
[bookmark: _Toc150870942]Recommendations: 
The recommendations that can be given to Seaview Resort are as follows; 
· Seaview Resort is recommended to implement cost saving strategies at the property to manage the impact of rising cost of daily operations. 
· Seaview Resort is recommended to hire and maintain staffs having multiple skills. The owner should provide cross training to current staff during financially challenging times as precaution to manage future short supply of staffs. 
· Seaview Resort is recommended to revamp its pricing and cancellation policy to attract more number of guests. 
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Income Statement Analysis

2022	Revenue	Operating Expenses	Gross Profit	Net Profit (Loss)	430000	450000	-20000	-47500	2021	Revenue	Operating Expenses	Gross Profit	Net Profit (Loss)	480000	400000	80000	40000	2020	Revenue	Operating Expenses	Gross Profit	Net Profit (Loss)	520000	390000	130000	78000	
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Assets FY-1 FY-2 FY-3

Current Assets

Cash $4,16,400 $6,26,903 $7,03,662

Total current assets $4,16,400 $6,26,903 $7,03,662

Fixed (Long-Term) Assets

Furniture & Fittings 65,000        58,500        52,000       

Decorations and Lightning $40,000 32,000        25,600       

Utensils and Cutlery's $65,000 40,000        32,000       

Computers & POS $50,000 16,200        14,400       

(Less accumulated depreciation) $26,300 $22,700 $19,640

Total fixed assets $1,93,700 $65,500 $52,360

Total Assets $6,10,100 $6,92,403 $7,56,022

Balance Sheet
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Liabilities and Owner's Equity

Current Liabilities

Bank Charges Payable $0 $16,000 $16,000

Total current liabilities $0 $16,000 $16,000

Long-Term Liabilities

Long-term debt $2,00,000 $1,84,000 $1,68,000

Less: Loan Repayment  $16,000 $16,000

Total long-term liabilities $2,00,000 $2,00,000 $1,84,000

Owner's Equity

Owner's investment $4,50,000 $4,95,000 $5,44,500

Reserve and Surplus $5,100 $43,753 $76,191

Total owner's equity $4,55,100 $5,38,753 $6,20,691

Total Liabilities and Owner's Equity $6,55,100 $7,54,753 $8,20,691
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Common Financial Ratios

Debt Ratio (Total Liabilities / Total Assets) 0.33 0.31 0.26

Current Ratio (Current Assets / Current Liabilities) 39.18 43.98

Working Capital (Current Assets - Current Liabilities) 4,16,400     6,10,903     6,87,662    

Assets-to-Equity Ratio (Total Assets / Owner's Equity) 1.34 1.29 1.22

Debt-to-Equity Ratio (Total Liabilities / Owner's Equity) 0.44 0.40 0.32
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(4) PROFIT AND LOSS FORECAST 

Preop

Year 0 1 2 3

Revenue 0 5,50,000 6,05,000 6,65,500

Cost of sales 0 3,25,000 3,34,750 3,51,488

Gross profit 0 2,25,000 2,70,250 3,14,013

Gross Margin 5,46,430 5,74,373 6,12,167

Expenses/overheads

Legal expenses 9,500 9,785 10,274

Stationary 5,500 5,665 5,948

Administrative expenses 2,900 2,987 3,136

Insurance  8,000 8,240 8,652

Cashier and card reader 7,700 7,931 8,328

Marketing and Advertisement 2,800 2,884 3,028

Phone & Gas Deposit 6,500 6,695 7,030

Kitchen Supplies 14,000 14,420 15,141

Cleaning  24,000 24,720 25,956

Websites 5,200 5,356 5,624

Proessional fees and licensure  3,800 3,914 4,110

Payroll Taxes 8,000 8,240 8,652

Wages 1,22,000 1,25,660 1,31,943

Total expenses/overheads 2,19,900 2,26,497 2,37,822

Profit before tax 5,100 43,753 76,191

Tax @ 30% 1,530 13,126 22,857

Profit after tax 3,570 30,627 53,333

Transfer to reserves 5,100 43,753 76,191


