

                                                 Student Name
Natalia Mirosnicova 
Student ID Number:2129102
Financial Management for the Hotel Industry
BMIH5007
Lecturer’s Name
Tristan Hawkins





Contents
Executive Summary	3
Purpose	4
Introduction	5
Financial Analysis	6
SWOT Analysis	8
Market Analysis	9
Turnaround Strategy (2023-2026)	11
Financial Projections	12
Risk Assessment	14
Conclusion	15
Recommendation	16
Appendix	17
Appendix 1	17
Appendix 2	18
Appendix 3	19
Appendix 4	20
Appendix 5	21
Appendix 6	21
Appendix 7	22
Appendix 8	22
References	23




[bookmark: _Toc156410598]Executive Summary
This report had an explanation of The Seaview Resort, its turnaround strategy, and its financial vitality. The resort had a decline in occupancy rate, revenue, and customer satisfaction. The turnaround strategy consisted of three outcomes: an increase in revenue by 30%, an increase in gross profit margin by 4% every year, and an increase in net cash flow by 20% every year from 2023 to 2026. There was computation of financial ratio such as current ratio, quick ratio, return on asset. Return on equity, and many more. There were also some strategies for the resort. The firm was evaluated based on its income statement and balance sheet to analyze its financial performance for the stakeholders. The firm is suggested to increase its occupancy rate and average room rate so that it can achieve the set target. It has been analyzed that the resort has a strong location which can lead to attracting customers. 

[bookmark: _Toc156410599]Purpose
This report will clarify the financial viability as well as the turnaround strategy for a firm named The Seaview Resort. It will explain the financial performance of The Seaview Resort for the past three years, the main reasons for the decrease in profitability, and the comprehensive turnaround strategy that will enhance the financial health of the resort to regain the dignity of the resort as a high-quality vacation resort or high financial results. The purpose of this report is to provide the information of the balance sheet, income statement, cash flow statement, and financial ratios to analyze the performance of firm. There is a purpose of SWOT analysis, market analysis, and risk assessment to provide suitable information to the stakeholders.
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This report will analyze The Seaview Resort which resides on a picturesque coastline and used to be an attractive fun place for vacationers offering luxury as well as leisure. In some present years, there has been a decrease in sales, occupancy rates, and customer satisfaction. The owner of the resort is Mr. James Henderson who will be assessing the future viability of the resort as the resort is in a highly competitive location where the new resorts are performing better than The Seaview Resort. There is a purpose of the report to increase the profitability to attract the customers by eco-friendly and experiential tourism. The report has a purpose to assist the stakeholders in decision-making to improve the financial performance of resort.
This report will carry the scope and objective of –
· Analyzing the financial performance of The Seaview Resort for the previous three years.
· What are the main reasons behind the decrease in profitability, and to make a comprehensive turnaround strategy to enhance the financial performance of the resort and regain its dignity as a high-quality vacation fun place?
· This report will recommend how to concentrate on the weaknesses and improve by implementing strategies in the financial performance of the resort.
The other objectives of this report will be market analysis, risk assessment, and SWOT analysis.

[bookmark: _Toc156410601]Financial Analysis
· Income Statement Analysis – As per Fatihudin, (2018), it represents the firm's financial performance for a period. The revenue of the resort has been declining for the past three years which was £5,20,000 in 2020, £480,000 in 2021, and £430,000 in 2022. There is a decline in the revenue due to COVID-19 which has declined all the profitability in the past years. Due to the pandemic occupancy of hotels were reduced, costs were increased and the sales were reduced. The resort has also increased its operating expenses which were £390,000 in 2020, £400,000 in 2021, and £450,000 in 2022. The firm's net profit margin has decreased from 15% to 8% to 4% over the past three years.
· Balance Sheet Analysis – According to Robinson, (2020, p.357), it states the financial position of the organization for a point in time. The total assets of the resort in 2022 were recorded at £1,200,000. The total liabilities of the resort were more than the equity which was £750,000 and £450,000 respectively. This analyzes that the resort has funded more from the liabilities than the equity. It has been interpreted that the financial position of firm was good due to high debt funds.
· Net Cash Flow Analysis – t displays the cash inflows and cash outflows of the firm. The net cash flow recorded in 2021 was -£80,000 which does not include the capital expenditure of £30,000. The change in the net cash balance of the resort since the previous year was recorded to be at -£110,000 in 2021.
· Key Financial Ratios
According to Husna and Satria (2019), the current ratio is a part of the liquidity ratio which explains how many current assets are available in the firm to fund its current liabilities. The current ratio of the resort has been weak since the previous years and the current liabilities will be paid in difficulty as the ratio can decline in the future (Appendix 1).
According to Daryanto and Rizki (2021), the quick ratio is also a part of the liquidity ratio which concentrates on the fundable current assets to current liabilities. The quick ratio of the resort is low as the inventory has decreased the current assets which has resulted in more current liabilities in a comparative manner (Appendix 2).
As per Irman and Purwati (2020), the debt-to-equity ratio states the level of debt funded by the firm in comparison to the assets related to the equity. The debt-to-equity ratio has depicted that the resort has more debt to be paid in comparison to the part of assets relative to the equity (Appendix 3).
As per the study of Husna and Satria (2019), the return on assets ratio is a part of the profitability ratio which means the level of profitable assets is to generate sales. The resort has been in loss in 2022 which depicts that they are inefficient in using their assets (Appendix 4).
As per Fadjar et al., (2021), the return on equity ratio is used to know the income after deducting tax with the capital invested. The resort has been in a loss in 2022 which has led to inefficient application of the equity (Appendix 5).
It has been interpreted by the negative figure of Return on Equity that the funds are not used properly. The firm has not been contributing the net profit to the its stockholders due to inefficient allocation of funds.
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	Strengths
	Weaknesses

	· Location – As per the resort is in a premium location in which the vacationers seek luxury and leisure.
· Affordable prices – As per Athar, (2020), the resort has lowered its average room rate which makes it affordable for the customers. The reason behind the decline is that resort wants to attract the customers by lower rates of room after the phase of COVID19.
	· Outdated Amenities – The resort has been serving outdated facilities which resulted in unsatisfied customers.
· Service quality – The quality has been downgraded over the past three years.

	Opportunities
	Threats

	· Low-season tactics – The resort can apply different strategies in low-season time and their operational cost can also be declined.
· Short-term investment – The number of total assets is more in the business which will help in future short-term investment.
	· High competition – According to Dimitrić et al., (2019), the coastal resort market is highly competitive with some new efficient resorts which makes it less profitable 
· Customer Preferences – As per Navratil et al., (2019), the customers are more attracted to experiential tourism and eco-friendly resorts.




[bookmark: _Toc156410603]Market Analysis
Target Customer Segments – As per Nica et al., (2019), the target customers are now moving towards eco-friendly as well as experiential tourism. The resort has customer reviews that were downgrading service quality and outdated facilities.
Potential Growth Opportunities – The resort has a potential growth opportunity of investing in short-term investments as it has a good availability of assets. The total assets recorded in 2022 were £1,200,000. The demand of the Seaview Resort has been decreasing due to the decreases in revenue. The revenue of the Seaview Resort was recorded at £520,000 in 2020 than it decreased to £480,000 in 2021, and at £430,000 in 2022 (See case study). The demand has a direct relationship with the revenue.
There is a competitive landscape as The Seaview Resort resides on a picturesque coastline. According to Arzaghi et al., (2023), the premium location served by the resort will make it a popular stop over. The location identifies the vital pricing. The market trends were analyzed as the customer preferences were moving towards eco-friendly and experiential tourism. The new resorts are providing good services and updated amenities. In the accordance of Sridhan, (2024), Bowman’s Strategic Clock gives a competitive benefit to the company by selecting the strategic position. This strategy gives a range of options to the firm for position the brand in perceived value and price. Bowman’s Strategy Clock addresses the terms in which the firm offers the position in the market to its goods or service offerings. This is based on two forms of dimensions.
Joshi, (2023), determined that Ansoff Matrix is used to develop for the guidance and analysis of the organizational decisions in making new growth strategy. There are four components in Ansoff matrix which are stated further in the context of The Seaview Resort company.
· Market Penetration – Joshi, (2023), stated that market penetration strategy is when The Seaview Resort firm has a goal to sell higher in the existing markets and rise the market share.
· Product Development – The product development strategy c used firm to improve and produce new goods in the existing markets.
· Market Development – According to Joshi, (2023), it is used to enter in new markets with the existing goods and services.
· Diversification – It is used to diversify the products and services of The Seaview Resort firm in the same market by giving some similarities in the product.
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· Revenue Growth – As per Mucharreira et al., (2019), it has been forecasted that the net revenue will grow by 30% every year from 2023 to 2026. The revenue can be increased by implementing a strategy of incurring the marketing as well as advertising costs which will help in earning higher revenue. There has been an increase in operating expenses every year which need to be strategized to decline for increasing the revenue in future. As per case study, the net revenue earned by the resort in 2022 was £430,000 which needs to be improved by increasing the sales price of rooms.
· Net Profit Margin Target – The Net Profit Margin found in 2022 was 4% which is near the terms of loss. It is projected that the net profit margin will increase by 4% every year from 2023 to 2026 due to the increase in occupancy rates and premium pricing. 
· Cash Flow Break-even – The net cash flow of the resort was recorded to be at £-110,000. There had been a loss in the year 2022 which should be converted into gains while recovering the past losses by earning the cash flow not only from operational activity but also from investing and financing activities. The net cash flow earned by the resort should increase by 20% in the next years. The strategies used in increasing the revenue are Ansoff Matrix and Bowman’s strategy clock. The problem which The Seaview Resort resort is trying to resolve is the past loss in the financial statement. This issue can be resolved possibly by improving the strategy of market positioning.


[bookmark: _Toc156410605]Financial Projections
[image: ]
Table 6 Income Statement Financial Projection
Income Statement – As per the cash study figures the income statement assumed for 2023 to 2026 will increase the revenue by 30% every year. The net profit margin is assumed to increase by 4% every year from 2023 to 2026 (Appendix 6).
[image: ]
Table 7 Balance Sheet Financial Projection
Balance Sheet - The balance sheet from 2023 to 2026 is assumed to increase the assets and liabilities by 10% every year. The financials in balance sheet have interpreted that the resort is focused on the long-term goals and strategies as the current liabilities are increasing every year (Appendix 7).
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Table 8 Cash Flow Financial Projection
Cash Flow Statement – According to Nugraha et al., (2020), it has been assumed that the net cash flow from operations from 2023 to 2026 will increase by 20% which has also increased the change in net cash flow by the previous years. It has been interpreted from the cash flow statement of The Seaview Resort that it is expected to generate cash in the upcoming years (Appendix 8).
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Managing costs – The revenue in the past years was decreasing which will cause the resort to pay the costs to recover the expenses. The resort has assumed to increase the revenue by 30%. As per Gantner, (2023), the increasing revenue will cause increasing costs for the resort which will lead to restructuring the strategies accordingly. The increasing managing costs can lead to layoffs and move the costs upside-down.
Mitigating Plan – The firm should make a top-down or bottom-up approach in their budget to decline the risk. As per Gantner, (2023), this will help the organization to enhance the financial view in the areas in which risk was affecting. The resort must increase the sale price of the rooms.
Marketing costs – The resort had losses over the past three years and it is assumed to increase the net profit margin in the turnaround strategy by 4% every year from 2023 to 2026. As per KHAN et al., (2018), the net profit margin has a risk of increasing marketing costs as the firm will spend on advertising expenses.
Mitigating Plan – As per Markgraf, (2023), the resort should increase its revenue and profit as well. This will make them cost-effective in the future. The resort should increase its occupancy rate and premium pricing.
Increase in Tax – As per Hang, (2023), the net cash was analyzed to be decreasing over the past three years. It has been assumed that the net cash flow will be increasing by 20% for every year from 2023 to 2026. 
Mitigation Plan – The resort must attempt to take benefit of various and tax beneficial schemes of the government through investing in different plans that provide tax exemptions. The risk of an increase in cash flow can be mitigated by earning cash from investing and financing activities.
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This report has concluded based on The Seaview Resort which has developed a turnaround strategy. The resort had a declined profit and revenue in the past three years which has been assumed to be increased by 30% in the revenue and 4% in the net profit margin from 2023 to 2026. The net cash flow was assumed to be increased by 20% from 2023 to 2026. The risks found in the strategy were such as increased tax, increased management, and marketing costs as they are important so that the resort can improve its outdated facilities and change them in the updated amenities. The firm will receive higher revenue from the strategies and higher margin from selling large number of rooms to the consumers. The resort was analyzed for the financial ratios such as current ratio, quick ratio, return on assets, return on equity, and many more. There was an interpretation of strategies for improving the financial statements and attract shareholders. The firm was also evaluated for financial statements such as balance sheet and income statement which shows that it is important to review performance on consistent basis.


[bookmark: _Toc156410608]Recommendation
It is recommended for the Seaview Resort that they should increase its sales by increasing its occupancy rate and average room rate. They should follow a comprehensive strategy for increasing their profitability. The firm had a low revenue in its operational activities which led them to a loss, so they should start investing and financing activities which will lead to another source of income to recover the loss of the past operational activities. It was analyzed that then firm had a good performance in current and quick ratio. The Seaview Resort is suggested to improve its profitability for a good return on equity through effective use of capital appraisal techniques.
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	Particulars
	2022 (£)

	Current Ratio = Current Assets/ Current Liabilities
	 

	Current Assets
	250,000

	Current Liabilities
	180,000

	Current Ratio
	1.39
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	Particulars
	2022 (£)

	Quick Ratio= Current Assets - Inventory / Current Liabilities
	 

	Current Assets
	250,000

	Inventory
	100,000

	Current Liabilities
	180,000

	Quick Ratio
	0.83
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	Particulars
	2022 (£)

	Debt-to-Equity Ratio = Debt / Equity
	 

	Debt
	750,000

	Equity
	450,000

	Debt-to-Equity Ratio
	1.67



Table 3 Debt-to-Equity Ratio
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	Particulars
	2022 (£)

	Return on Assets = Net Profit (Loss) / Total Assets
	 

	Net Profit
	-17,500

	Total Assets
	1,200,000

	Return on Assets
	-1%



Table 4 Return on Assets Ratio
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	Particulars
	2022 (£)

	Return on Equity = Net Profit (Loss) / Total Equity
	 

	Net profit
	-17,500

	Total Equity
	450,000

	Return on Equity
	-4%



Table 5 Return on Equity
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	Income Statement (2023-2026)

	Item
	2023
	2024
	2025
	2026

	Total Revenue
	430,000
	559,000
	726,700
	944,710

	Operating Expenses
	483,750
	520031.25
	559033.6
	600961.11

	Gross Profit
	110,400
	152352
	210245.8
	290139.15

	Net Profit
	18,200
	18,928
	19,685
	20,473

	Net Profit Margin
	4%
	8%
	12%
	16%
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	Balance Sheet (2023-2026)

	Item
	2023
	2024
	2025
	2026

	Total Assets
	1,320,000
	1,452,000
	1,597,200
	1,756,920

	Current Assets
	275,000
	302,500
	332,750
	366,025

	Property & Equip.
	880,000
	968,000
	1,064,800
	1,171,280

	Other Assets
	165,000
	181,500
	199,650
	219,615

	Total Liabilities
	825,000
	907,500
	998,250
	1,098,075

	Current Liabilities
	198,000
	217,800
	239,580
	263,538

	Long-term Debt
	550,000
	605,000
	665,500
	732,050

	Equity
	495,000
	544,500
	598,950
	658,845
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	Cash Flow (2023-2026)

	Item
	2023
	2024
	2025
	2026

	Net Cash Flow from Operations
	96,000
	115200
	138240
	165888

	Capital Expenditures
	30,000
	30,000
	30,000
	30,000

	Net Cash Flow (Change in Cash Balance)
	66,000
	85,200
	108,240
	135,888
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Current Ratio	
2022 (£)	1.3888888888888888	



Quick Ratio	
2022 (£)	0.83333333333333337	



Debt-to-Equity Ratio	
2022 (£)	1.6666666666666667	



Return on Assets	2022 (£)	-1.4583333333333334E-2	




Return on Equity	
-3.888888888888889E-2	
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Income Statement (2023 - 2026)  

Item  2023  2024  2025  2026  

Total Revenue  430,000  559,00 0  726,700  944,710  

Operating Expenses  483,750  520031.25  559033.6  600961.11  

Gross Profit  110,400  152352  210245.8  290139.15  

Net Profit  18,200  18,928  19,685  20,473  

Net Profit Margin  4%  8%  12%  16%  
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Balance Sheet (2023 - 2026)  

Item  2023  2024  2025  2026  

Total Assets  1,320,000  1,452,000  1,597, 200  1,756,920  

Current Assets  275,000  302,500  332,750  366,025  

Property & Equip.  880,000  968,000  1,064,800  1,171,280  

Other Assets  165,000  181,500  199,650  219,615  

Total Liabilities  825,000  907,500  998,250  1,098,075  

Current Liabilities  198,000  217,800  239 ,580  263,538  

Long - term Debt  550,000  605,000  665,500  732,050  

Equity  495,000  544,500  598,950  658,845  
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Cash Flow (2023 - 2026)  

Item  2023  2024  2025  2026  

Net Cash Flow from Operations  96,000  115200  138240  165888  

Capital Expenditures  30,000  30,000  30,000  30,000  

Net Cash Flow (Change in Cash Balance)  66,000  85,200  108,240  135,888  

 


