

Report Case Study: The Seaview Resort
Student name: Mihaela Masca (ID:2126876)
Financial Management for the Hotel Industry BMIH5007
Lecturer: Jaliya de Silva



Executive summary
This report analyses the financial performance of The Seaview Resort during the past three years. It focuses on identifying the factors that have led to declines in financial metrics, occupancy rates, and customer satisfaction. This decline may be linked to elements like changing market dynamics, increased competition, and shifting consumer preferences. Understanding and addressing these factors are crucial for reversing the downward revenue trend. Excessive and poorly managed expenses have contributed to the resort's financial challenges. A thorough examination exposes inefficiencies and overspending, underlining the necessity for a comprehensive cost-cutting approach. Renegotiating contracts with suppliers and streamlining operational procedures may be beneficial approaches.
Furthermore, a detailed turnaround strategy for the Seaview Resort has been incorporated based on the information provided. 
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Financial management include developing strategic plans as well as maintaining a company entity's finance-related data, such as cash inflows and outflows, and tracking numerous transactions. It is known as one of the most effective processes that a business is required to undertake in a significant manner to avoid any type of financial fraud or hazards (Conneely and James, 2010). Here, this report basically focuses on generating a greater understanding of the financial performance of Seaview Resorts. The analysis will be done by considering the past three years' financial activity of the specific business organisation. Moving ahead, the identification of the specific reasons for the fluctuation in the profitability amount of Seaview Resort will be addressed. On the basis of the identified reports some of the comprehensive turnaround strategies for the aforementioned business entity will be added in a significant manner (Stice and Stice, 2015).
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The comprehensive evaluation of Seaview Resort's financial activity necessitates a meticulous examination of various financial statements, each offering a distinct perspective on the economic health and performance of the establishment. The income statement, balance sheet, and cash flow statement are the three primary financial statements that provide information about the resort's financial situation. Therefore, in the below section the performance evaluation of Seaview Resort for three consecutive years 2020, 2021 as well and 2022 has been added:
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The financial statement of Seaview Resort indicates that the firm generated a total revenue of £520,000 in the year 2020. This amount, however, reduced to £480,000 in 2021 and then to £430,000 in (Drury, 2021). This drop in revenue was caused by a number of variables, including a decline in occupancy rates and Average Room Rate (ARR). Operating costs increased from £390,000 in 2020 to £400,000 in 2021 and then to £450,000 in 2022, following an upward trend. The discrepancy between increased costs and decreased income resulted in a dip in gross profit from £130,000 in 2020 to £80,000 in 2021, with no change in 2022. Additionally, there was a large drop in net profit, which fell from £78,000 in 2020 to £40,000 in 2021 and then further to £17,500 in 2022. As a result, from 15% in 2020 to 8% in 2021 and finally to 4% in 2022, the net profit margin shrank (Fields, 2016). This unsettling pattern represents a steady fall in profitability over the last three years.
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The balance statement for Seaview Resort as of the end of 2022 shows total assets in the amount of £1,200,000. Property as well as equipment, which consists of an inventory of £100,000, accounts for the majority of these assets, amounting to £800,000. This demonstrates how heavily the resort has invested in tangible assets. The availability of assets that may be swiftly converted to cash or currently exist in the form of cash is indicated by current assets, which are valued at £250,000. There are more assets totalling £150,000 as well (Seal, 2019). The resort declares a total obligation of £750,000, of which £180,000 is for current liabilities and £500,000 is for long-term debt. This denotes a high debt load, something that could be problematic if the flow of cash does not increase. The amount of equity, which represents the stockholders' ownership stake, is £450,000. On the other hand, the mentioned hotel's equity has been declining over time, most likely as a result of the continued net losses (Meade et al., 2010).
Analysing the business performance on the basis of statement of cash flow
The resort's operational activities generated a net loss of cash of -£80,000 in 2021. This means that the resort's main revenue-generating activities were not bringing in enough money to satisfy its expenses and debt obligations. A further £30,000 in capital expenses further decreased the available cash reserves, resulting in a net cash flow which shows the change within the cash as well as cash balance of -£110,000 (Walker, 2021). This suggests that in order to meet its financial obligations, the resort needed to either draw on outside resources or spend its cash on hand for Seaview Resort.
Analysing the business performance on the basis of a statement of additional information
The average room rate (ARR) , which fell from £250 in 2020 to £210 in 2022, shows that the destination has had pricing issues. These issues may be related to factors like increased competition or changing client preferences. In addition to that, the occupancy rate decreased from 70% in 2020 to 60% in the next year 2022, indicating a decline in interest in the specific resort's amenities (Atrill  and McLaney, 2021).
Based on the previous examination of the financial performance throughout the preceding three-year period, it is evident that Seaview Resort has encountered concerning economic performance. Declining revenue, increased costs, and a sharp decline in profitability are notable problems. The resort's considerable reliance on long-term loans as well as the resort's projected negative operating net cash flow in 2021 cast doubt on the resort's capacity to remain financially stable (Kroes and Manikas 2014). Moreover, the drop in occupancy rates and ARR indicates challenges in both luring and keeping customers.
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 Rapid reduction within the ARR or Average Room Rate: The resort's falling profitability was largely caused by lowering the Average Room Rate (ARR). The ARR was £250 in 2020, but it reduced to £230 in 2021 and then to $210 in 2022. The resort may have been under pricing pressure or unable to charge higher rates in a cutthroat market, based on the drop in hotel rates. Reduced room rates had a direct impact on revenue and, as a result, gross profit (Guilding, 2014).
Reduction within the rate of occupancy
The declining occupancy rates were a key additional factor. The property's occupancy rate was 70% in 2020; it fell to 65% in 2021 and then to 60% in 2022. Fewer rooms were reserved due to a lower occupancy rate, which resulted in inadequate utilisation within the resort's infrastructure and decreased revenue. Lower ARR and decreased occupancy rates together led to a significant drop in room income (Jagels, 2007).
Increase within the operating expenditure
 Operational costs increased from £390,000 in 2020 to £400,000 in 2021 and then to £450,000 in 2022. Profitability is under even more pressure as a result of this increased trend in expenses outpacing the downward trend in income. The resort may have seen a rise in expenses for personnel, upkeep, or utilities. It is essential to carry out a thorough expense analysis to pinpoint places where cost-controlling strategies can be put in place.
Negative flow of cash out from the business operations
 The resort's main operations did not generate enough cash in 2021 to pay operating costs, as seen by its negative cash flow from operations, which was -£80,000. This put even more strain on the resort's finances and constrained its capacity to make investments for future expansion or pay off debt (Seal et al., 2008).
Limited diversification in the revenue earning
The strong negative effects of diminishing ARR and occupancy rates on Seaview Resort's financial performance suggested that room bookings were a key contributor to its revenue. It is possible that the resort's capacity to counterbalance decreased hotel revenue was hampered by a lack of various revenue sources, such as food and beverages, spa amenities, or events.
Debt factors
The resort also owed a long-term financial obligation of £500,000, and paying both the principal and interest on this loan would have put a further strain on profitability. The inability of money coming in to pay debt commitments could put a strain on finances and make it necessary to take further steps to manage the debt properly (Tranter et al., 2014).
Market and economic factors
The resort's financial success may have also been impacted by external economic and market variables, such as modifications in customer behaviour, limitations on travel, or competitors from other lodgings. For instance, the COVID-19 pandemic significantly impacted the hospitality sector, influencing consumer tastes and travel trends (Teixeira and Lisboa 2021).
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[bookmark: _Hlk150879473]Highlighting strategies for Seaview Resort to increase revenue:
A. Use revenue management and dynamic pricing:
Implement a variable pricing plan that accounts for changes in seasonality, local events, and demand swings (Scarrett and Osborn 2014). For the greatest revenue during peak periods, adjust hotel prices in real time. Utilise statistical analysis to optimise room rates as well as occupancy rates, making sure that pricing is consistent with the state of the market and rivals' pricing tactics (Wild, 2019).
B. Increase Revenue Sources: 
Increase the range of services to include more revenue-generating activities including upscale dining, spa wellness services, outdoor leisure, and event hosting (Queenan et al., 2009). To attract clients and promote repeat business, consider giving packages, memberships, and discounts. Invest in training and development to maintain a skilled workforce. These services may draw different customer demographics and ultimately boost overall sales.
C. Strengthen digital Presence as well as Marketing: 
Increase the resort's online visibility by keeping its website updated and participating actively on social media. Spend money on specialised digital marketing initiatives to reach a wider audience. In order to build credibility and generate confidence with customers, encourage them to post reviews and testimonials on well-known travel websites (Wild, 2019). 
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A. Improving Operational Effectiveness: 
Examine operational practices carefully to identify any ineffective practices. Introduce techniques for cutting costs while maintaining high-quality service. Using technology to make bookings, check-in, and invoicing more efficient, as well as introducing inventory and personnel management systems, may help to optimise operations (Cheng & Guo, 2021). 
Examine staffing levels and schedules to ensure the best possible resource allocation and reduce overstaffing during times of low demand.  Staff training and empowerment are key, ensuring consistent service quality (Townsend et al., 2013).
B. Improving Energy as well as Resource Management: 
Invest resources in energy-efficient technologies to cut utility costs. Create programs for recycling and waste reduction to lower operating costs. In order to ensure that resort activities are environmentally friendly, keep a careful check on resource usage and optimise it (Vogel, 2020). 
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A. Financial Planning
Make a thorough, long-term financial plan that includes measures for debt management and repayment. Diversifying revenue streams, managing debt, and building cash reserves offer protection against unforeseen challenges. Build up the financial reserves to weather unexpected crises and economic downturns (Barnett et al., 2017). Risk management strategies protect against financial setbacks by implementing measures such as insurance and contingency planning. In order to reduce risks and guarantee long-term financial stability, create financial safety nets and emergency funds (managementstudyguide, 2023).
B. Environmental commitment:
Adopt sustainable practices including conserving water, avoiding the use of plastic, and actively assisting neighbourhood green projects. Promote the resort's commitment to environmental stewardship as a differentiator. Engage tourists in environmentally friendly activities and projects to promote a culture of environmental awareness (unesco, 2023). 




[bookmark: _Toc147780454]Conclusion
Seaview Resort successfully carried out a thorough turnaround strategy to deal with its urgent concerns during the discussion. These issues included decreased occupancy rates, rising operational costs, and a drop in average room rates (ARR). The resort increased its internet marketing efforts, diversified its revenue streams, and used dynamic pricing as well as revenue management systems to address these issues. These steps were taken to boost revenue and draw a larger variety of visitors. Seaview Resort also made a commitment to enhancing operational effectiveness, embracing sustainable practices, and providing outstanding customer service. A key factor in guaranteeing visitor satisfaction and safety was the establishment of strict health and safety regulations and renovations. The resort took a responsible approach to long-term financial preparation from a financial standpoint, which included substantial cash reserves and efficient debt management. It was essential to have this financial stability to face economic difficulties.
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