BMIH5007: FINANCIAL MANAGEMENT FOR THE HOTEL INDUSTRY: A2

















































10

Student name

Bruma Daniela Ionela

Student id 2128799

Table of Contents
Introduction	3
Market Analysis	4
Objectives and Scope	4
Financial Performance Evaluation	4
Analysis of Income Statements (2020-2022)	4
Balance Sheet Analysis (End of 2022)	5
Analysis of Ratios	5
Cash Flow Analysis (2021):	6
Additional Financial Details:	6
Turnaround Strategy	7
Conclusion	9
Reference	10


[bookmark: Introduction][bookmark: _bookmark0]Introduction
The Seaview Resort is at a crossroads amid dramatic developments in the hospitality sector. Formerly a beloved vacation destination, it now faces decreased revenue, declining occupancy rates, and disgruntled customers. Recognizing the urgency, owner James Henderson has wisely hired expert consultants to investigate the core issues and devise a comprehensive reform strategy. This comprehensive inquiry goes beyond a simple review of the resort's financial performance, incorporating a complete analysis of market circumstances to identify significant causes of its difficulties. The primary goal is to develop a strategy plan that tackles present issues while also positioning the resort for a revenue rebound and a return to its former prominence in the extremely competitive hospitality business.
Ratio analysis of important financial measures such as the quick ratio, debt-to-equity ratio, and return on total assets is required in combination with this examination. These ratios will serve as critical benchmarks for assessing liquidity, financial leverage, and asset profitability, laying the groundwork for the strategic efforts indicated in the following sections.

[bookmark: Market Analysis][bookmark: _bookmark1]Market Analysis
A thorough awareness of external issues is required to ensure The Seaview Resort's success. The emergence of modern resorts nearby has increased rivalry in the seashore economy. To meet this challenge, The Seaview Resort must change its products and differentiate itself. Furthermore, changing consumer tastes, as seen by an increase in interest in eco-friendly activities and experience tourism, constitute a substantial barrier (Giudici, Milne, and Vinogradov., 2020). Customer feedback highlights the resort's dire position, which includes diminishing service quality and antiquated infrastructure. This finding is a strong indication to realign strategy and rethink extensively to suit changing market expectations. A smart and comprehensive reaction is required for The Seaview Resort to restore its competitive edge and lead the hospitality market again.
[bookmark: Objectives and Scope][bookmark: _bookmark2]Objectives and Scope
This research focuses on evaluating The Seaview Resort's financial performance over the last three years, with a particular emphasis on reversing a troubling drop in profitability. To discover the core reasons for the resort's financial difficulties, a detailed investigation of both qualitative and quantitative factors is required. The major aim is to develop a comprehensive plan that goes beyond surface-level fixes and addresses the underlying issues hurting the resort's financial health. The ultimate goal is to achieve financial stability and restore The Seaview Resort's image as a renowned holiday resort. Given the rising competition and the need for strategic realignment, the assessment seeks to develop a solid recovery strategy for the hotel industry (Komal, et al., 2020).
[bookmark: Financial Performance Evaluation][bookmark: _bookmark3]Financial Performance Evaluation
[bookmark: Analysis of Income Statements (2020-2022][bookmark: _bookmark4]Analysis of Income Statements (2020-2022):
An in-depth examination of The Seaview Resort's revenue statement from 2020 to 2022 indicates a concerning trend in key financial metrics. Notably, overall income has consistently declined from £520,000 in 2020 to a troubling £430,000 in 2022, demonstrating the resort's financial well-being. This significant drop in revenue highlights a significant issue that requires immediate action (Chen, Z., 2021).
The operational costs in 2020 will be £390,000. Worryingly, these expenditures will be scrutinized by 2022, reaching £450,000. This increase expects that the resort's gross profit will continue to drop. The expected negative gross profit in 2022 emphasizes the importance of taking proactive actions to reduce expenses and increase income (Fridson, M.S. and Alvarez, F., 2022).

In 2020, the net profit margin was a healthy 15%, but by 2022, it had dropped to a concerning
-11%, indicating a crucial transition (Robinson, T.R., 2020). Swift and deliberate action is required to prevent the current financial catastrophe and pave the road for long-term profitability and market resilience. Immediate action is required for the resort's management to reverse this troubling economic trend, with an emphasis on quickly increasing income and decreasing expenditures for a long-term financial recovery.
The net profit margin, a key indicator of profitability, is expected to fall from 15% in 2020 to
-11% in 2022. To avoid economic collapse, immediate strategic action is required.
[bookmark: Balance Sheet Analysis (End of 2022):][bookmark: _bookmark5]Balance Sheet Analysis (End of 2022):
The financial situation of The Seaview Resort will be revealed by the end of 2022 after a comprehensive examination of its financial accounts. Its assets are valued at £1,030,000, including £250,000 in operating assets, £630,000 in property and equipment (including a
£100,000 inventory), and £150,000 in supplemental assets. This breakdown emphasizes the resort's extensive and diverse asset portfolio (Malloy, et al., 2022).
The company's assets amount to £580,000, which offset its liabilities, which include a huge
£180,000 in current commitments and a significant £400,000 in long-term debt. This equilibrium indicates the owner's financial stake, which is represented by £450,000 in equity. The Seaview Resort is in a serious liquidity state, as evidenced by its significant long-term debt. To ease this financial burden, immediate action is required, emphasizing the importance of a thorough turnaround approach. The negative net profit puts equity at risk, making it critical to protect Mr. James Henderson's investment (Hasanaj, P. and Kuqi, B., 2019). Precious preparation is required to save both his existing assets and prospective profits. Future measures should not just address urgent financial issues, but should also provide the groundwork for long-term budgetary stability and health.
[bookmark: Analysis of Ratios][bookmark: _bookmark6]Analysis of Ratios
i) The Quick Ratio is 0.83.
The quick ratio is computed as (Current Assets - Inventory) / Current Liabilities, and it is a measure of short-term liquidity (Kumoro, et al., 2020). The Seaview Resort has a reasonably good liquidity situation, with a value of 0.83. This reflects the resort's capacity to satisfy short- term commitments with its fast assets, excluding inventories.
ii) The Debt to debt-equity ratio is 0.89
Total Debt / Total Equity is the debt-to-equity ratio, which expresses the proportion of debt compared to equity. The Seaview Resort's financial structure is modestly leveraged at 0.89.

This implies a prudent use of debt to fund activities, but careful management is required to avoid undue financial risk (Juwita, C.P. and Diana, N., 2020).
iii) Return on Total Assets: -4.61%
The return on total assets (Net Profit / Total Assets) is an important metric of asset profitability. The result of --4.61 % indicates a worrying fall, indicating a downward trend in asset utilization to create profit. Urgent strategic intervention is required to revert this trend and avoid economic catastrophe (Husna, A. and Satria, I., 2019).
To boost asset profitability and overall financial health, the Seaview Resort must prioritize strategic actions. While liquidity and leverage appear to be somewhat balanced, the negative return on total assets suggests that quick and targeted measures are required. Proactive measures, such as implementing the recommended turnaround initiatives, are critical to the resort's resilience and long-term performance in the competitive hospitality market (Saputra, F., 2022).
[bookmark: Cash Flow Analysis (2021):][bookmark: _bookmark7]Cash Flow Analysis (2021):
The cash flow study for the Seaview Resort in 2021 demonstrates financial stability. A significant £80,000 negative cash flow from operations, on the other hand, raises worries about covering recurrent costs. This necessitates immediate action to rectify the obvious effectiveness difference (Sitompul, S. and Khadijah, S., 2020).
With £30,000 in capital expenditures, the company faces increased financial pressure, resulting in a negative net cash flow and a £110,000 drop in available funds. Given the current economic context, it is critical to maximize operating efficiency while exercising restraint in capital expenditure.
[bookmark: Additional Financial Details:][bookmark: _bookmark8]Additional Financial Details:
Critical financial parameters determine the economic environment of the Seaview Resort. Because of pricing strategies, the average room rate (ARR) fell from £250 in 2020 to £210 in 2022, demonstrating the need for strategic price analysis in setting fair rates and ensuring profitability.
A decrease in occupancy from 70% in 2020 to 60% in 2022 indicates a larger problem with customer acquisition and retention. Firms should employ a smart strategy for marketing and service enhancement to address diminishing demand and increase occupancy.
The Seaview Resort has complex financial issues, emphasizing the importance of a complete plan. A solution must address operational inefficiencies, optimize capital expenditures, and prioritize pricing and client retention (Krulicky, T. and Horak, J., 2021).

[bookmark: Turnaround Strategy][bookmark: _bookmark9]Turnaround Strategy
Addressing The Seaview Resort's issues needs a smart recovery strategy (Tao, Xu, and Liu., 2020). Examine these crucial tips for increasing income and reclaiming the top spot in the hotel industry.
1. Improved Customer Experience:
Survey clients regularly to discover and fix service concerns as soon as possible. Set aside a significant amount of money for intensive staff training in communication and customer service. Implement strategic facility renovations to match current requirements, resulting in a better overall guest experience (Keiningham, et al., 2020).
2. Marketing Plan:
To address increased customer demand for sustainable products, develop a strong marketing strategy emphasizing the resort's eco-friendly activities. Form alliances with local companies to create unique vacation packages that will leave travelers with unforgettable experiences. Use social media and digital marketing to connect with target groups and increase the resort's awareness (Doole, Lowe, and Kenyon., 2019).
3. Financial Restructuring:
Engage in negotiations with suppliers to examine and revise contractual conditions, to reduce costs while maintaining high-quality standards (Asonuma, et al., 2021). To reduce the burden of long-term debt, consider debt restructuring options such as renegotiation and refinancing. Use great judgment when applying cost-cutting strategies across the board without compromising service quality.
4. Technology Integration:
It is strongly advised to use an advanced reservation system to improve both client happiness and operational efficiency.
Utilise technology to conduct thorough data analytics, investigating customer preferences and behaviors to assist strategic decision-making (Sinsel, Riemke, and Hoffmann., 2020).
Improve the resort's online presence by creating a mobile app and a user-friendly website, which will streamline the booking process and allow for seamless interactions.
5. Revenue Stream Diversification:
Investigate the idea of increasing the resort's offers by introducing more amenities or packages, to diversify its attractiveness and attract a larger variety of clients.

Collaborate strategically with local companies to select offerings that lead to a better overall tourist experience. Foster mutually beneficial connections to ensure that these services are seamlessly integrated into the resort's repertoire (Hung, C. and Hager, M.A., 2019).
Consider organizing conferences or events to leverage the resort's capabilities effectively and develop extra revenue streams (Qu, H., 2019). This proactive strategy can help the overall performance and profitability of the resort.
Through the adoption of these measures, the Seaview Resort hopes to achieve more than merely fixing its current financial issues and improving its industry status. This thorough turnaround strategy is reliant on management and stakeholders' willingness to accept change and implement these steps precisely. The successful implementation of these activities is critical for The Seaview Resort to successfully reinvent itself as a strong and appealing tourist destination in the hospitality sector.

[bookmark: Conclusion][bookmark: _bookmark10]Conclusion
In the face of substantial problems, The Seaview Resort is embarking on a proactive and thorough turnaround strategy to chart its course to recovery. The strategic changes, which include careful evaluation of consumer input and the implementation of ecologically friendly practices, are intended to restore the resort's competitive position. The primary objective is to strengthen the resort's financial position and build a strong presence in the rapidly changing hospitality industry. This comprises implementing financial restructuring activities, introducing new technologies, and diversifying revenue streams.
The continuous devotion of Mr. James Henderson, proprietor of The Seaview Resort, is critical to the success of our endeavor. To overcome immediate issues, effective coordination among stakeholders is required. All components of the prescribed turnaround plan must be precisely implemented to ensure the smooth integration of changes throughout the full organizational spectrum.
The Seaview Resort strives to recover its prestigious standing as a prime holiday resort via precise implementation. The resort's well-planned strategic initiatives are expected to make it more robust in the face of market changes. To flourish in this new era of the diversified hospitality business, The Seaview Resort must reflect resilience, flexibility, and a proactive desire to accept change.
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