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Executive Summary

This report has assessed the case study of The Seaview Resort in the UK. From the case study, it is found that it has been experiencing problems in several fields. For a better understanding, its financial statements and market analysis have been given.

Considering the financial statements given in the case study, financial performance has been analyzed appropriately and each item has been assessed. After analyzing statements, it was found that total revenue was declining and operating expenses were increasing. Their negative relation affected the net profit and its margin. Then, the financial ratios of this business have been estimated and then, interpreted.

Key problems of such poor financial performance included the decrease in occupancy rate and average room rate, poor services, lack of modern facilities in the resort, low level of customer satisfaction, increase of expenses, and decrease of revenues. 

Among four turnaround strategies, ‘changes in focus area’ were selected that insisted on increasing occupancy rate, average room rate, quality services, modern facilities, competitive strategies, etc. Based on this strategy, financial forecasts including revenue growth strategy, net profit margin targets, and the period of cashflow break-even were presented.
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1. Introduction

This report is going to represent the concept of financial management. For any sort of business, financial management is a crucial management of all finance-related issues that can either analyze the financial performance of the business or assess the conditions for adopting an appropriate decision for the business (Johnson & Melicher, 2012), like The Seaview Resort. In this case, the financial performance of this resort will be explored considering the case study on it. Then, key problems will be identified and then, a comprehensive turnaround strategy will be presented. 

2. Scope and Objectives
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* Develop a potential turnaround strategy to revitalize the resort's financial health
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3. Analysis of the financial performance of The Seaview Resort

The financial performance of a particular business indicates its financial status; based on which divergent financial decisions can be undertaken by either internal or external stakeholders (Rayburn, 2016). In this section, the financial performance of this particular resort is going to be analyzed considering the financial issues or aspects of the resort’s financial statements over the three financial periods. 

Analysis of the statement of profit and loss of The Seaview Resort: In this statement, a brief of the resort’s financial issues of three different financial periods have been observed and assessed. In this case, four major issues were found highlighting the overall status of the resort’s income conditions over the periods. Such as:
1. Total Revenue: It is the first item found in the income statement meaning how much the business has earned for a particular financial period via the sale of its goods or services. The Seaview Resort’s total revenue in 2020 was £520,000 and this can be considered as the base year’s total revenue. This revenue fell by £40,000; that means the change was negative in 2021 and there was a negative fall of 7.7%. Following the same condition in 2021, it further declined by £50,000 in 2022. This negative downward pattern of the total revenue has a significant effect on either gross profit or net profit. 
2. Operating Expenses: It is one kind of expenditure of the business that is conducted for operating the business functions simultaneously. Unlike the total revenue of the Seaview Resort, operating expenses have been increasing since 2020. Total operating expenses rose by 2.6% in 2021 and it continued in the next year, as total operating expenses in 2022 became £450,000 indicating a change of 15.4%. 
3. Gross profit: It is the contribution that is found from the discrepancy between total revenue and operating expenses, though it is not the ultimate profit that will be left over in the business at the end of the day (Kemp et al., 2021). This gross profit pattern was impacted negatively due to the rise in the cost of goods sold and the decline in total revenue of The Seaview Resort over the three financial years. Gross profit declined by £50,000 in 2021; even more, it obtained a gross loss during the end of 2022, as there was a negative change of 125%. 
4. Net profit and its margin: It is the final profit that will be left over at the end of each financial period of the business. It is found by deducting all operating expenses from the gross profit. As the outcomes of gross profits have been declining, it is obvious that net profit will be worse than the gross profit. The changing pattern is also negative here and therefore, the net profit margin was 8% and -11% in 2021 and 2022 respectively which are lower than in 2020. 

Analysis of the statement of financial position of The Seaview Resort: In this case, only 2022’s balance sheet was provided and it is found that total assets are equivalent to the combination of total liabilities and equities following the golden principles of accounting. In accounting, it must be total assets are equal to total liabilities plus total equity (Skrijelj, 2016). The items can be utilized for estimating financial ratios from which better analysis can be obtained. 

Analysis of statement of the cash flow statement: In this case, net cash flow from operations has become negative; from which all sorts of capital expenditures were deducted for identifying the net change or cash flow in the cash balance (Ward, 2016). So, the status of cash flow from operations of The Seaview Resort was poor or not good enough to recover all kinds of outflows and capital expenditures. 

Other financial information: The core service of the resort is its room service from which it usually generates revenues. In this case, its average room rate has been decreasing since 2020. In 2022, the average room rate has become only 210 which is 40 less than 2020. Besides, the occupancy rate in this resort has also been declining, as the rate declined by 5% each year. 

Financial Ratio Analysis: Here is the calculation of the required financial ratios of The Seaview Resort for the financial year of 2022. The ratios are-
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1. Current ratio: In this case, both current assets and liabilities have been considered for estimating the current ratio. As the ratio is higher than 1, it is acceptable; otherwise, the liquid status of the resort would have been poor. Though an ideal current ratio ranges from 1.5 to 3, the estimated ratio is close to 1.5 indicating moderate to good liquidity of the business. 

2. Quick ratio: It is quite similar to the previous one. However, inventory is excluded from the current asset (Drake & Fabozzi, 2012). In the case of The Seaview Resort, it is found that the quick ratio is less than 1 and it was 0.833 indicating the business cannot satisfy all kinds of obligations that are required for the short-term period. 

3. Debt-to-equity ratio: This ratio simply highlights how much debt a business, like The Seaview Resort, has for a specific financial year in comparison to the total assets of the business. Sometimes, short-term liabilities include short-term debt. In the statement, long-term debt was given clearly (Semczuk, 2023); so, the total debt would be their combination. 1.3 debt-to-equity was low indicating a favorable condition for the business, as 2 to 2.5 or lower than this range is considered better because higher debt-to-equity means it is quite arduous for the business to borrow money. 

4. Return On Assets: It shows the efficiency of the business in terms of getting a return from its investment on total assets (Carey & Knowles, 2020). After estimating the ROA of The Seaview Resort, is found that the resort has obtained a negative ROA. It means the investment in assets has brought a negative return for the business in 2022. 

5. Return On Equity: This ROE ratio also highlights the return in the form of a percentage on the investment of its total equity. In 2022, the resort has gained a net loss and for this, the entire estimation of this ratio has become negative, though a positive and higher ROE is expected by all kinds of businesses. 
4. SWOT analysis
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5. Market Analysis

Market trends
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Figure 1: Domestic coastal tourism in the UK

Source (Salad, 2023)
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Figure 2: The changes due to seasonality

Source: (Salad, 2023)
Growth Opportunities
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Figure 3: Revenue of travel and tourism in the UK from 2017 to 2026

Source: (Statista Research Department, 2023)
Target customers
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Source: (Easton, 2020)
6. Development of a comprehensive turnover strategy 

Turnaround strategy is such sort of strategy that is mandatory to be undertaken so that a business can regain or revive its business position in the market (Kim, 2017). As there are four major kinds of turnaround strategy, a particular and comprehensive turnaround strategy will be developed here. 
Changes in the focus area
In this case, its occupancy rate has been deteriorating over the period; in 2022, it became 60%. The thing is that this rate needs to be increased first of all and for this, this resort needs to ensure quality service, modern and digital facilities, eco-friendly and experiential tourism, and fulfilling the current demand of the customers. 

Besides, it needs to keep pace with the market trends, conditions, and competitors’ actions that can support adopting a specific decision (Easton, 2020). The higher quality services need more skills, financial resources, and investment in modern equipment and technologies. 

Though these issues have the chance of maximizing operating expenditures, capital expenditures, and total assets or long-term liabilities, operating expenses need to be controlled or minimized.

It needs to focus on customer reviews and feedback that can help the business find out their needs or demands (Reilly, 2014); based on which the resort can adopt appropriate decisions in terms of being a customer-oriented business. 

7. Financial Projections

Considering these issues, the forecasts of some particular issues are going to be presented below:

1. Revenue growth strategy
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Income Statement ("000) 2023 2024 2025 2026
Total revenue 549493 682600 783284 890793
Revenue growth (%) 027789 24.22% 14.75% 13.73%




That means the revenue growth of The Seaview Resort will focus on increasing its average room rate and occupancy rate over the forthcoming periods. 

2. Net profit margin target

[image: image12.emf]Income Statement ('000) 2023 2024 2025 2026

Total revenue 549493 682600 783283.5 890793

Operating expenses  461250 472781.25 484600.78 496715.8

Net profit 88243 209818.75 298682.72 394077.2

Net profit margin target 16.06% 30.74% 38.13% 44.24%


In this case, operating expenses will be increased by only 2.5% for maintaining the quality services and customer satisfaction as well as keeping pace with the market trends and demands that will have no negative effect on obtaining positive and higher profit in the ensuing financial years. 

3. Cashflow break-even
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So, the cashflow break-even will occur in 2023, if each strategy is implemented successfully and effectively. 

8. Risk assessment

1. Net losses: These are the first things or issues that have been noticed first of all while analyzing the financial performance of The Seaview Resort. Over the three financial periods, a negative relationship has been occurring that has been deteriorating the profitability of the business constantly. Due to several external issues and their potential impacts were the main reasons for this disastrous scenario. 

2. Decline of average room rate and occupancy rate: Some obvious reasons made the resort adopt these particular decisions, like lowering these rates. These are the sources of generating revenues for this resort-based business (Easton, 2020). The higher the rates will be, the more revenues and profits can be obtained. The poor profitable conditions can be changed, proper measures are undertaken considering these two issues. 

3. Customer satisfaction: Without doing this, it is not wise to think that the business will sustain itself in the sector for a longer period. As a profit-oriented business, the resort has been lacking these issues and this has been deteriorating over the periods. From the investigation of the case study, it is identified that customer satisfaction has been declining which has been affecting its revenue and occupancy rates. Several reasons may impact the level of customers. Likewise, quality service is one of the most significant issues that needs to be ensured by all kinds of businesses including the Seaview Resort. In the case study, it is found that the resort’s customer reviews highlight the decline of quality in its services (Langabeer, 2023). Even more, this business indulges in utilizing outdated or antique amenities. In addition, it is also found that customer choices and taste pattern has shifted towards sustainable business activities including eco-tourism as well as experiential tourism. The lack of these issues has been insisting on the customers switching to other resorts. 

4. High competition: In a market analysis of the case study, the market competition in the pastoral resort market was explored presenting that that the market is highly competitive. Besides, the market has now numerous modern resorts in the vicinity. When the market is competitive, it is quite difficult to sustain a specific market position let alone gain more customers (Salad, 2023). This high competition in the market also impacted the profitability of The Seaview Resort. There might be some key players in the coastal resort market that provide more modern facilities in the resorts and the vicinity. 

Mitigation plans

The poor profitable conditions can be changed, proper measures are undertaken considering two issues, like occupancy and average room rate.

All kinds of businesses including The Seaview Resort need to focus on delivering effective goods and services that can make their customers find proper satisfaction. In this contemporary epoch, it is essential to keep pace with modern and digital facilities, but The Seaview Resort needs to provide these issues to its customers.
9. Conclusion

After all, it can be stated that the comprehensive turnaround strategy can aid the business in regaining its market position and even more, it can develop its overall performance significantly if the development is implemented efficiently. All issues need to be developed sequentially and aligned with each other because any change can impact other issues. 

10. Recommendations

The hotel or resort managers should focus on increasing their occupancy rate which can be ensured by upgrading the services and their quality. 

It should implement effective competitive strategies and work on customer reviews.

It should ensure modern and digital facilities. 

11. Appendices 

I. Percentages of customers in the coastal resorts
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II. Global occupancy rate in the hotel and resort sector
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Source: (Statista Research Department, 2023)

III. Global beach market size and its forecasts
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Source: (Langabeer, 2023)
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