The Seaview Resort
Assignment 2


                    Module: Financial Management for the Hotel Industry
                    Module code: BMIH5007
                    Module Lecture: Jalya De Silva
                   Student ID: 2133014
                   Student Name: Anisoara Valentina Cucoranu



Table of Contents
Introduction	3
Scope of Assessment	4
Objectives	4
Seaview Resort Financial Analysis	5
2020-2022 Income Statement Analysis	5
End-of-2022 Balance Sheet Analysis	5
2022 Cash Flow Analysis	5
End-of-2022 Financial Ratios	6
SWOT analysis	7
Market Analysis	8
A risk assessment	9
Turnaround Strategy	10
Financial Projections (2023-2026)	11
Income Statements (2023-2026)	11
Balance Sheets (2023-2026)	11
Cash Flow Statements (2023-2026)	11
Conclusion	12
Recommendations	13
References	14



[bookmark: _Toc149836732]Introduction
The Seaview Resort, formerly a popular luxury holiday spot, has seen income, occupancy, and customer satisfaction drop in recent years. This report analyses the resort's financial health, identifies the main causes of its deteriorating profitability, and suggests a turnaround plan. The goal is to help Mr James Henderson and the management team revive the resort's finances and reputation as a top tourist destination.
[bookmark: _Toc149836733]Scope of Assessment
The Seaview Resort's study includes financial analysis, SWOT analysis, market analysis, and strategic turnaround plan. The resort's financial issues and revitalization as a top holiday spot are the main priorities.
[bookmark: _Toc149836734]Objectives
1. To research how well The Seaview Resort is doing financially
2. To identify the main causes of profitability decline
3. To Create a Turnaround Strategy 


[bookmark: _Toc149836735]Seaview Resort financial analysis
[bookmark: _Toc149836736]2020-2022 Income Statement Analysis
The prior three years' income statement examination is alarming. Revenue fell gradually from $520,000 in 2020 to $430,000 in 2022. This reduction suggests demand loss or price concerns.
Operating expenditures have constantly exceeded income, reaching $450,000 in 2022. Due to this expense-revenue mismatch, gross profit stayed at $80,000 in 2021 and 2022. The diminishing gross profit suggests cost management issues and inadequate income to meet operational expenditures (Austin, 2021).
Most concerning is the sliding net profit (loss) from $78,000 in 2020 to $17,500 in 2022. The resort's net profit margin fell from 15% in 2020 to 4% in 2022, indicating financial trouble.
[bookmark: _Toc149836737]End-of-2022 Balance Sheet Analysis
By 2022, the resort's financial statement showed $1,200,000 in assets, with current assets of $250,000, property and equipment of $800,000 (excluding $100,000 of inventory), and other assets of $150,000. Property and equipment make up a large share of total assets, indicating a large fixed asset investment.
The resort has $750,000 in liabilities, $180,000 current and $500,000 long-term. This balance implies considerable debt, especially compared to equity.
Resort equity is $450,000, demonstrating the owner's share. This indicates that the resort has assets but a high debt-to-equity ratio.
[bookmark: _Toc149836738]2022 Cash Flow Analysis
The resort's net cash flow from operations was -$80,000 in 2022, showing that its primary activities could not pay its operating expenditures. The fact that these companies generate a negative cash flow is a major cause to be concerned.
Investing in assets costs $30,000. Nevertheless, the resort had to use its reserves to pay its commitments due to a -$110,000 net cash flow.
[bookmark: _Toc149836739]End-of-2022 Financial Ratios
[image: ]
The resort's financial condition is shown by many ratios. There are enough current assets to pay current obligations, as the current ratio is 1.39. Yet, the quick ratio, which removes inventories from current assets, is 0.83, suggesting limited liquidity. ROA is 1.46%, indicating that the resort's assets have not been utilised efficiently to create profits. With a ROE of 3.89%, equity investors are getting a poor return.


[bookmark: _Toc149836740]SWOT analysis
SWOT analyses of The Seaview Resort's strengths, weaknesses, opportunities, and threats in the coastal resort industry help clarify its position:



[bookmark: _Toc149836741]Market Analysis
The Seaview Resort needs a market study to identify external issues affecting its operations and business profitability. The seaside resort market is active and competitive. We examine significant market factors:
	Competitive Landscape
	Key Considerations

	Modern Coastal Resort Market: The Seaview Resort operates in a highly competitive coastal resort market, with the emergence of modern resorts nearby. The competition compels The Seaview Resort to attract and retain clients continuously.
	- Adapt to Modern Trends: The resort needs to modernize facilities, incorporate technology, and upgrade its design to appeal to travellers seeking a premium and contemporary experience.

	Shift in Customer Preferences: Customers are increasingly inclined toward eco-friendly and experiential travel. Modern travellers prioritize sustainability, unique experiences, and environmental responsibility.
	- Rebranding Opportunity: The Seaview Resort can leverage this shift in preferences by positioning itself as a sustainable and experiential resort that offers a stunning seaside experience and culturally immersive activities (Freeman et al., 2022).

	Customer Reviews and Reputation: Customer reviews play a pivotal role in market perception. Negative reviews citing poor service and outdated facilities can harm the resort's reputation. Online reviews heavily influence booking decisions in the digital era.
	- Swift Issue Resolution: The resort must address customer concerns promptly and proactively. This may involve employee training, facility upgrades, and enhanced customer service to improve guest satisfaction.

	Target Customer Segments: To succeed in the competitive industry, The Seaview Resort should identify and target specific customer segments, such as families, honeymooners, eco-travelers, and event planners.
	- Tailored Services: The resort can stand out and build loyalty by customizing its services, marketing, and experiences to cater to these specific customer categories. Emphasising sustainability may attract eco-conscious travellers.




[bookmark: _Toc149836742]A risk assessment
A thorough risk assessment is essential for The Seaview Resort's recovery plan. Identifying risks and difficulties helps create effective mitigation methods to guarantee strategy success. Data-based financial risk assessment:
1. Profitability Risk:
The net profit margin dropped from 15% in 2020 to 4% in 2022, indicating a substantial profitability risk. Profit margins are low at the resort, which might cause financial instability. Continued losses might hurt the resort's finances.
2. Liquidity Risk:
The resort's -$80,000 2022 net cash flow from business operations indicates serious liquidity concerns. The resort might lack enough cash for debt payment and operational expenditures (Mueller, 2022). This may put the resort in financial trouble and prevent it from meeting short-term commitments.
3. Debt Servicing Risk:
The resort's $500,000 long-term debt is risky given its falling profitability. The debt-to-equity ratio of 1.67 indicates high debt. The resort may default or restructure its debt.
4. Cash Flow Risk:
The resort's 2022 -$110,000 net cash flow indicates cash flow risk. If this pattern continues, the resort's financial reserves may diminish, making investing in renovations or paying operating costs harder. Cash flow management is essential for financial stability.
5. Market and Competitive Risks:
The resort faces stiff competition from younger, more contemporary businesses. The resort may fail to adapt to market dynamics and reasonable demands, lowering revenue and occupancy.


[bookmark: _Toc149836743]Turnaround Strategy
A thorough recovery strategy is needed for The Seaview Resort to solve financial issues and regain its status as a top holiday destination. The approach should include many critical elements to recover the resort's finances:
1. Customer Experience Improvement:
Regaining consumer trust requires improving the customer experience. Due to unfavourable feedback, the resort should upgrade facilities and provide excellent service. Employee training programmes may assist. exceeding visitor expectations, delivering memorable experiences, and promoting favourable reviews are priorities (Umurzakov, 2019).
2. Eco-Friendly Initiatives
The resort may adopt sustainable practices to meet eco-tourism demand. Reduce energy use, waste, and source locally to help the community (Freeman et al., 2022). Through energy and waste reduction, eco-friendly practices may save money. If utility costs drop 20%, operational expenditures and profitability will drop.
3. Financial Projections and Monitoring:
Detailed financial predictions for the next few years are needed to evaluate the plan. These predictions should contain income, balance, and cash flow statements. The resort should establish revenue growth, net profit margin, and cash flow break-even objectives. The strategy's performance is quantified by setting financial objectives like 15% revenue growth over three years, 10% net profit margin improvement, and a cash flow break-even timetable. Financial performance against these objectives must be monitored regularly to assess improvement.


[bookmark: _Toc149836744]Financial Projections (2023-2026) 
[bookmark: _Toc149836745]Income Statements (2023-2026)
Goals for revenue growth: The Seaview Resort wants sustained revenue growth over the following four years. Starting in 2023, the resort expects 10% revenue growth. This growth is due to better marketing, experiential tourism, and increased hotel prices from property upgrades. The rise continues with 8% in 2024, 6% in 2025, and 4% in 2026. The overall revenue forecasts reflect this rise.
Targets for net profit margin: The resort establishes net profit margin objectives in its turnaround plan. It aims for an 8% net profit margin in 2023, up from 4% in 2022. Efficiency and cost-cutting methods in the plan enable this goal. The resort expects a 10%, 12%, and 14% margin increase in 2024–2026. These aims assume operating expenditures decrease relative to revenue growth.
[bookmark: _Toc149836746]Balance Sheets (2023-2026)
Balance sheet predictions show the resort's financial health is improving. Renovation investments and expected property value rise affect the asset side (Mueller, 2022). Revenue growth will boost current assets, while sustainable and eco-friendly practices may boost other assets. The resort's financial restructuring reduces long-term debt and interest costs. This debt reduction and greater profitability immediately enhance equity.
[bookmark: _Toc149836747]Cash Flow Statements (2023-2026)
Cash flow statements reveal the resort's operations, investments, and financing cash flows. Strategic activities and predicted financial success inform the projections: Within two years of executing the approach, the resort should break even on cash flow. The resort is expected to achieve positive net cash flow from operations by 2023, after a negative 2022. Increased income and cost-cutting caused this (Pandey, 2021).
Capital expenditures are property rehabilitation and upgrading investments. After most improvements are finished in 2024, these investments may decline. Covering capital expenditures requires positive net cash flows, particularly after 2023.
[bookmark: _Toc149836748]
Conclusion
The Seaview Resort has problems, but a well-defined turnaround plan and dedication to its execution may lead to financial recovery and improved market standing. The resort may reclaim its competitive coastal resort status by resolving financial concerns, updating amenities, and adapting to changing consumer tastes. The suggested technique requires regular progress monitoring and a customer-centric approach. The Seaview Resort may expect a better future with these initiatives.


[bookmark: _Toc149836749]Recommendations
For Mr. James Henderson, the Seaview Resort owner, or management, these suggestions are:
1. A thorough turnaround strategy addresses the resort's financial issues and revives its image. The resort's financial condition and its status as a top vacation destination should be improved by its implementation.
2. They need to devote financial, human, and operational assets to undertake the turnaround plan. 
3. They should measure KPIs and financial metrics to track turnaround plan progress. 
4. They must closely monitor consumer reviews. 
5. They should create and manage a risk mitigation strategy for economic downturns and unexpected events. 
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Strengths	


Weaknesses	


Opportunities	


Threats	


1. Location and Scenery: The resort boasts a picturesque beachfront location with tranquil surroundings and beautiful views. It's known for its natural beauty. 2. Established Infrastructure: The resort has 25 well-maintained rooms, a restaurant, a bar, and event spaces, supporting accommodation and event hosting. 3. Loyal Customers: A dedicated customer base values the resort's history and personal connections, which may provide continued patronage.


1. Declining Financial Performance: The resort has experienced a three-year decline in total revenue and net profit margin, raising concerns about financial stability. 2. Outdated Facilities: Consistent customer complaints about outdated facilities and declining service quality have impacted guest satisfaction. 3. Heavy Debt: The resort carries significant long-term debt, and its declining profitability makes servicing the debt a financial challenge.


1. Green Tourism: Shifting customer preferences toward eco-friendly travel present an opportunity for the resort to attract environmentally conscious guests through energy-efficient and sustainability measures. 2. Experiential Tourism: The Seaview Resort can stand out in a crowded market by offering nature hikes, local cultural experiences, and wellness activities, catering to the trend of experiential tourism (Austin, 2021). 3. Property Renovation: Renovating the resort's facilities and services to meet modern traveler expectations can boost customer satisfaction and room rates, though it requires investment.


1. Highly Competitive Market: The coastal resort market is competitive, with modern rivals offering superior facilities, pricing, and marketing strategies. 2. Economic Downturn: Economic downturns, recessions, or global crises can impact the resort's revenue and profitability due to changes in consumer spending on travel and tourism. 3. Negative Customer Reviews: Ongoing customer complaints about service quality and outdated facilities can tarnish the resort's image, affecting guest decisions in the digital age where online reviews hold significant influence.
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Financial Ratio  Formula  Calculation  

Current Ratio  Current Assets / Current Liabilities  $250,000 / $180,000 = 1.39  

Quick Ratio  (Current Assets  -   Inventory) / Current  Liabilities  ($250,000  -   $100,000) /  $180,000 = 0.83  

Debt - to - Equity  Ratio  Total Debt / Total Equity  $500,000 / $450,000 = 1.11  

Return on Assets  (ROA)  Net Profit / Total Assets  $17,500 / $1,200,000 ≈ 0.015 (or  1.5%)  

Return on Equity  (ROE)  Net Profit / Total Equity  $17,500 / $450,000 ≈ 0.039 (or  3.9%)  

 


