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The Seaview Resort

1. Introduction 
The hospitality sector, which is fundamental to international tourism and travel, has a significant impact on economic and cultural progress.  In addition to delivering outstanding experiences and services, the prosperity of this industry is contingent on its capacity to adjust to changing consumer preferences and sustain financial soundness (Walker, 2021). Situated along a pleasing coastline, the Seaview Resort has long been associated with opulence and tranquilly. Recent years, however, have witnessed a concerning deterioration in its financial performance, as evidenced by significant declines in customer satisfaction, earnings, and occupancy rates. The decrease in these figures gives rise to inquiries regarding its long-term viability. The obstacles encountered by the Seaview Resort are representative of more extensive concerns prevalent in the hospitality sector, where the importance of sustainable practises, consumer preferences, and intense competition is growing. A critical analysis of the Seaview Resort's financial performance over the previous three years is the objective of this study. The organisation aims to determine the principal elements that have contributed to its present issues and receive recommendations  for recuperation. The key objective is to investigate the possibility of the Seaview Resort restoring its operations and reestablishing itself as a prestigious travel destination.
2. Key concepts 
The foundational principles of financial management  are based upon three essential financial statements such as the cash flow statement, balance sheet, and income statement. These statements are essential in assessing the financial health of a business and for developing informed choices (Seal , 2019).
Income statement
The income statement, which is alternatively referred to as the profit and loss statement, is critical in assessing the operational effectiveness of a hospitality enterprise. The document provides an elaborate analysis of the income earned and expenditures accrued during a designated timeframe, normally a year (Jagels, 2007). Within the framework of a hotel, revenue is customarily derived from the sale of rooms, provision of food and beverages, and other ancillary services. Conversely, expenses encompass personnel, utilities, upkeep, and promotional activities. Critical investigation into the income statement necessitates comprehension of the revenue streams and expense structure, in addition to the net profit or loss (Kaplan, 2006). Enhancing operational efficiencies, such as optimising room rates or decreasing operational costs, are critical for maintaining profitability in a fiercely competitive industry (Bhimani, 2006).
Cash Flow Statement 
Understanding the liquidity and financial state in general of a hospitality business requires the cash flow statement (Guilding, 2014). It details the generation and expenditure of cash for operating, investing, and financing purposes during a specified period. Operating cash flow is a key indicator for hotels regarding their capacity to generate adequate cash from fundamental business operations in order to maintain operations (Evans, 2019). Negative operating cash flows may indicate latent problems such as a decrease in sales or inefficiencies. Investing activities encompass the outlay or receipt of funds from investments such as property and equipment, which are essential for sustained expansion. By revealing cash flows from debts and equity, financing activities offer insight into how an organisation is financed (Beladi, Deng and Hu, 2021).
Balance sheet 
The balance sheet provides a quick picture of the financial status of the organisation at a particular juncture. The document enumerates the company's equity, liabilities, and assets (Atrill and McLaney, 2021). Hotel assets consist of resources that are possessed by the business, including inventory, property, equipment, and current and fixed assets. Liabilities represent the commitments owed, encompassing both immediate and deferred obligations. Owner's equity denotes their ownership interest in the hotel. The balance sheet plays an essential part in the assessment of an organization's liquidity and financial stability (Park, 2020). A robust collection of assets accompanied by controllable liabilities signifies a financially stable standing, while an excessive indebtedness may signify possible threats (Seal, 2019).

2.1. Other essential aspects
Average room rate 
The Average Room Rate holds significant importance as a performance metric within the hotel management sector of the hospitality industry. Calculated by dividing the total room revenue by the number of rooms sold during a specified period, it signifies the average revenue generated per available room (Guilet, 2011). This metric excludes accommodations that are non-operational or unavailable for purchase. As a crucial metric for evaluating the hotel's capacity to optimise revenue generated from its room inventory, ARR serves as a vital indicator of the efficacy of its pricing strategy (Fyall, Legohérel and Poutier, 2013). Elevated ARRs signify enhanced revenue generation per room, potentially attributable to the implementation of a premium pricing strategy, provision of superior service quality, or effective marketing initiatives that target higher-paying clientele. On the contrary, decreased ARRs may indicate the necessity to reassess pricing strategy or enhance services and amenities in order to appeal to more affluent clientele (Trnter, Stuart-Hill, and Parker, 2014).
Occupancy rate
Within the hotel industry, the Occupancy Rate quantifies the proportion of accessible rooms that are occupied by patrons during a designated time frame (Rodríguez-Algeciras and Talón-Ballestero, 2017). The percentage is determined through the division of the number of occupied rooms by the total number of available rooms, followed by the multiplication of the quotient by 100. This particular metric is critical in evaluating the hotel's capacity to both attract and retain patrons. In general, hotels prefer to have high occupancy rates because they signify a robust demand for their services. To ensure profitability, it is essential to strike a balance between optimal pricing strategies and high occupancy  (Uysal, Schwartz and Sirakaya-Turk, 2017).  As a result of seasonal demand, local events, and broader economic conditions, occupancy rates may vacillate. Hotel management must comprehend and analyse occupancy trends in order to maximise revenue and profitability through informed pricing, marketing, and operational strategy decisions.


3. The Seaview Resort
Income statement
After reviewing the income statement of the organisation spanning the years 2020 to 2022, a number of worrisome financial patterns become visible. A perceptible and continuous decline in Total Revenue is observed, with figures decreasing from £520,000 in 2020 to £430,000 in 2022. The continuous decrease indicates a contraction in the volume of business, which could potentially be attributable to a reduction in the number of guests staying or a decline in sales of supplementary services provided by the resort (Warren, Reeve and Duchac, 2018). At the same time, a rise is observed in Operating Expenses, which increases from £390,000  in the previous year to £450,000 in 2022, so intensifying the adverse effects of a decrease in revenue on the profitability of the establishment. The observed rise in expenditures, in conjunction with the decline in revenues, indicates possible operational inefficiencies or rising costs that are not being sufficiently mitigated by revenue generation. Additionally, the Gross Profit has experienced a substantial decline, falling by approximately 50% from £130,000 in 2020 to £80,000 in the years that followed. In addition, there have been significant declines in both the Net Profit and Net Profit Margin. Specifically, the Net Profit has decreased from £78,000 to £17,500, while the Net Profit Margin has contracted from 15% to 4%. Therefore, the income statement figures illustrate a substantial decrease in profitability.
Cash Flow Statement 
The cash flow analysis highlights financial health concerns for the organisation, precisely with regard to liquidity and operational efficacy. A negative £80,000 in Net Cash Flow from Operations constitutes a substantial indication of financial distress. The presence of negative operational cash flow indicates that the cash generated from the company's core business activities is insufficient to cover operational expenses and fulfil short-term financial obligations. This situation may arise as a result of a decrease in revenues, increased operational expenses, or both. Moreover, throughout this period, the establishment has accrued Capital Expenditures amounting to £30,000. Although capital investments are crucial for the upkeep and enhancement of the property, allocating funds for such investments during a phase of negative operational cash flow gives rise to concerns regarding the financial management and prioritisation of the establishment  (Maravas and Pantouvakis, 2012). The cash flow as a whole, which is indicative of a £110,000 decline in the cash balance, helps clarify the liquidity challenges confronted by the organisation.
Balance sheet 
The analysis of the Balance Sheet as of 2022 offers an instantaneous visual representation of the financial position of the organisation, demonstrating its ownership interests, debts, and capital. The aggregate valuation of the assets is £1,200,000, of which the current value is £250,000. A substantial proportion of the assets, precisely £800,000, is allocated to Property & Equipment, while inventory comprises £100,000 of the total. This allocation displays an enormous investment in fixed assets, which is normal in the hospitality sector given that property and equipment serve as the key elements of operational infrastructure. Moreover, the sum of all liabilities comprise £750,000, of which £180,000 are classified as current liabilities and a significant proportion of £500,000 is classified as long-term debt. The level of this obligation, notably the portion comprised of long-term debt, signifies a substantial financial obligation and implies a possible threat to the financial stability of the organisation. Elevated levels of debt have the potential to restrict operational and strategic decision-making flexibility, mostly for  volatile market conditions. The equity, amounting to £450,000, indicates the remaining stake in the assets subsequent to the deduction of liabilities. The sum of any retained earnings and the amount invested by the proprietors is represented by this number. Although the equity position does offer an extra layer of protection, it is crucial to assess it in relation to the overall debt, particularly that the resort has a diminishing profitability (Wild, 2018). 
ARR
The Average Room Rate , which represents the mean revenue generated per room sold, is an essential metric in the hotel financial management. To determine this, the total room revenue is divided by the quantity of accommodations sold. The establishment experienced a decrease in its ARR from £250 in 2020 to £210 in 2022. This decline indicates that the price may have been adjusted strategically in response to diminished market demand.

Occupancy rate
The occupancy rate, which represents the proportion of available accommodations that are occupied, is an essential metric for assessing the performance of a hotel (Tranter, Stuart-Hill, Parker, 2014). A decline in performance is observed for this company, with figures falling from 70% in 2020 to 60% in 2022. The decrease in attendance indicates a declining capacity to both attract and retain guests, that could be due to a range of factors including heightened competition, shifts in the market, or a deterioration in service standards.

4. Conclusion 
Therefore, the declining profitability of The Seaview Resort, as indicated by the financial analysis spanning the years 2020 to 2022, can be ascribed to a multitude of interconnected factors. The consistent decline in Total Revenue, which fell from £520,000 in 2020 to £430,000 in 2022, is a significant factor. This decrease may be attributed to a reduced number of visitors or decreased expenditure on supplementary services, suggesting a weakened ability to attract or retain customers. Simultaneously, there was an increase in operating expenses from £390,000 to £450,000, which further worsened the effect of the decline in revenue on profit margins. Notwithstanding the decline in revenues, this upward trend implies inefficiencies or unregulated expenditures, potentially attributable to escalated wages or maintenance costs. Additionally, the Average Room Rate (ARR) of the resort experienced a reduction from £250 in 2020 to £210 in 2022. Potentially a strategic reaction to declining demand or competitive pressures, this decline in ARR has an immediate impact on revenue generation. In addition, the occupancy rate decreased from 70% to 60%, which provides further evidence of difficulties in sustaining visitor counts. The decrease in performance may be attributed to either external influences, such as heightened market competition, or internal concerns, such as a decline in facility standards or service quality
5. Recommendations 
· Customer experience and personalization can be substantially enhanced by integrating modern technologies such as chatbots, digital signage, and artificial intelligence (Snall, 2023). The customization of visitor experiences according to behaviour and personal preferences is a significant development. This may encompass individualised accommodation configurations, specialised salutations, and bespoke service provisions. The integration of in-room technology, including intelligent illumination and temperature controls, has the potential to augment the overall guest experience.
· The significance of sustainability is progressively growing within the hospitality sector. It is advisable for The Seaview Resort to contemplate the implementation of environmentally sustainable practises and prioritise social responsibility. This may involve the implementation of energy-efficient systems, waste reduction initiatives, and the provision of sustainable dining alternatives. These initiatives serve the dual purpose of attracting environmentally conscious visitors and generating long-term cost savings (Legrand, Chen and Laeis, 2022).
· In order to alleviate cash flow constraints, the resort should think about the possibility of restructuring its debt into more advantageous conditions, such as potentially reducing interest rates or prolonging loan maturities. Furthermore, by investigating potential avenues for refinancing or divesting underutilised assets, the financial position of the resort could be adjusted, which could improve its flexibility and capacity to respond to shifts in the market (Drury, 2021).
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