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BDO in Thailand

BDO in Thailand is a professional business consultancy firm that
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A Critical Tool for Decision-Making
in Island Hospitality Businesses

In the idyllic setting of an island paradise, where
: the waves meet the shore and sunsets dazzle the
: horizon, it is easy for hospitality businesses—
hotels, restaurants, and beach clubs—to rely on
- the pull of natural beauty and returning tourists.
e However, even in the most visually appealing
environments, the long-term sustainability and
profitability of these businesses depend heavily
on sound financial management.

Financial effectiveness and accurate reporting go
beyond compliance—they are powerful strategic
tools. In the hospitality sector, especially in
island-based economies that rely heavily on
tourism, understanding financial data enables
business owners and managers to respond
proactively to shifting market conditions,
evolving guest preferences, and competitive
pressures.




More Than Just Bookkeeping

Financial effectiveness refers to the ability of a business to use its financial
resources efficiently to achieve its goals. Not only trial balance (“TB”) and
general ledger (“GL”) to be able to filed the necessary reports required by
the Revenue department (“RD”) or the Department of Business
Development (“DBD”). For hospitality businesses, this means having
enough cash flow to cover seasonal fluctuations, investing wisely in staff,
services, or refurbishments, and generating a sustainable profit.

But it’s not only about what is spent and earned—it’s about how financial
information is used to drive decisions. Effective financial management gives
businesses a clear understanding of:

v

Revenue trends across different seasons and guest demographics

v

Profit margins by product line (e.g., food vs. beverages vs. beach rentals)

v

Fixed vs. variable cost structures (e.g., kitchen staff vs. event DJs)

v

Return on investment (ROI) for upgrades or marketing campaigns
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The Role of Financial
Reporting in Management
Decision-Making

For hospitality management,
financial reporting is the
dashboard that guides all major
decisions. High-quality, timely
reports can:

y

S Investment

Monitor Cost
Efficiency

7
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Support Strategic

-

Enable Dynamic
Pricing

A A |

Risk Management
Track Performance by
Department or Outlet

& Compliance and
{ Regulatory
| . Reporting
Facilitate Forecasting “@&‘}V’g 7 g AR
and Budgeting . T




How Financial Reports He[p In the hospitality industry—where revenue can fluctuate with seasons, guest behavior,

Hospita[ity Businesses and global trends—financial risks are part of daily operations.

Manage Financial Risks Hotel and restaurant managers must go beyond basic reporting and use financial data to spot potential
issues early. Properly analyzed, financial reports become a key tool for risk detection and prevention.

01 02 03 04

Cash Flow Visibility Profitability Pressures Overreliance on Debt or Credit Operational Inefficiencies

For hotels and resorts, strong Declining gross margins may The balance sheet can show if High inventory levels in a

cash flow is essential to manage signal rising food costs, the business is becoming too restaurant or long debtor days
payroll, maintenance, and inefficient staff scheduling, or dependent on short-term from corporate bookings may
seasonal costs. The cash flow underperforming outlets. The financing, especially during low point to inefficiencies or lax
statement can highlight early income statement helps identify seasons. Monitoring debt ratios controls. These are clear risk
signs of trouble—like rising which areas are affecting and interest obligations ensures signals that can be caught early
supplier payments or slow profitability, enabling targeted the business stays financially through trend analysis in monthly
receivables—allowing managers cost control or pricing strategy healthy and flexible. reports.

to adjust operations or marketing reviews.

strategies before liquidity
becomes an issue.

/ f )
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From Numbers to Norms:
Using Financial Reports to
Stay Compliant

Compliance and Regulatory Reporting:
financial reporting serves as the backbone of
an organization'’s regulatory and compliance
framework. It ensures that companies
operate transparently, adhere to legal and
accounting standards, mitigate risks, and
maintain the trust of stakeholders and
regulatory bodies. Without accurate and
timely financial reporting, compliance
becomes virtually impossible, and the risk of
penalties, legal issues, and reputational
damage increases significantly.
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Effective financial reporting goes beyond
compliance—it's a critical enabler of strategic
decision-making. When financial information is
timely, accurate, and relevant, it gives
leadership the insights needed to align
operations with long-term goals.

It helps identify key performance drivers,
highlight risks, and track progress against
strategic plans. With clear visibility into the
financial impact of decisions, management can
allocate resources more effectively, plan with
confidence, and respond quickly to changing
conditions.

The Unchanged Menu

Consider the example of a beach club on Bang
Tao Beach or a seafood restaurant in Rawai that
has used the same menu for the past five years.
While this might reflect a sense of tradition or
the owner's personal preferences, it could also
be a missed opportunity. Phuket evolves
rapidly—flights become cheaper, new
nationalities start to dominate visitor numbers,
and global trends in wellness, sustainability, or
culinary preferences influence expectations.
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Understanding Visitor
Nationality: A Strategic
Necessity for Hotels

For hotels in Phuket, tracking the nationality of
arriving guests is more than a statistical exercise—it’s a
strategic imperative. Different nationalities often bring
distinct preferences in room types, food, language,
service expectations, and even booking channels. For
example, European tourists might favor boutique eco-
resorts and value sustainability, while East Asian
tourists may prefer full-service hotels with group tour
packages and in-language services.

Financially effective hotels integrate nationality data
into their forecasting, marketing, and service design
strategies. If a hotel notices a consistent rise in guests
from Korea, for instance, they may choose to add
Korean-language signage, offer Korean breakfast
options, or partner with local tour providers that cater
to this group. These are not just operational changes—
they're financially impactful decisions that can
significantly boost guest satisfaction, repeat business,
and referral rates.

Moreover, nationality trends can influence pricing
strategies. Guests from certain countries may have
different average daily spend or stay duration, which
helps in setting dynamic room pricing and promotional
packages. Without tracking and analyzing this data,
hotels risk misalignment between their offerings and
guest expectations—potentially losing out on revenue
and market share.

© BDO



Look back at Phuket visitors

Sign of tourism rebound is in place in terms of number of tourists and revenue. However, this is
still cannot reach the peak when comparing to prior COVID-19 level.
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Phuket’s tourism sector showed signs of recovery in 2024, supported by a surge in visitors from
Russia, China, and India, who collectively made up 45% of all international arrivals. The Thai
government’s visa exemption policy also played a key role in this rebound. However, the
number of Chinese tourists—formerly Phuket’s largest visitor group—remains well below the
pre-pandemic peak of 3 million, highlighting a shift in market dynamics and evolving tourist
behaviors.

Number of arrivals by nationalities (thousands)

2019 909

3,11

225 482 337
2024 A 1,027 V¥ 992 A 442 V 282 V 249

Source: Ministry of Tourism, Knight Frank, Government Data Catalog




Unique Challenges of Phuket Hospitality - and the Financial Response

g
ey

Hospitality businesses in Phuket face unique operating challenges:

Financial reporting plays a critical role in addressing these challenges, by providing
accurate, timely data that supports smarter decision-making. For example:

» Seasonality: Tourist arrivals fluctuate dramatically between high and low seasons,

affecting occupancy, revenue, and staffing needs.

» Logistics and supply costs: Being an island, Phuket faces higher transportation and
sourcing costs for food, beverages, and maintenance supplies, which can squeeze
margins.

» Talent retention: Many workers are seasonal or migrate from other regions, making it

» Pricing strategies can be refined using revenue and cost trends, helping to optimize rates
for different seasons or target markets.

» Inventory planning becomes more efficient when driven by data on consumption
patterns, cost fluctuations, and supply chain delays.

» Service offerings can be adjusted based on profitability analysis and customer preferences

difficult to build a stable, long-term workforce. tracked through financial and operational metrics.

» Changing customer profiles: Shifts in traveler demographics (e.g., rise in independent » Workforce planning and budgeting benefit from labor cost tracking, turnover analysis, and
travelers, digital nomads, or regional tourists) require constant adaptation in services and forecasting based on demand trends.
marketing. » Financial insights help target high-value customers and effective channels, enabling

» Competition from OTAs: Many hospitality businesses depend on platforms like - smarter marketing spend.
Booking.com, Agoda, and Airbnb for visibility, but high commissions reduce profit margins » Financial reports support decisions on upgrades or new technology by projecting potential
and limit control over pricing, guest relationships, and marketing. ROI.

» Technology adoption: While digital tools like contactless check-ins and management
software boost efficiency and guest experience, high costs and training needs can be Ultimately, effective financial reporting helps business owners and managers navigate
barriers for businesses with limited resources. uncertainty, improve profitability, and align their operations with evolving market demands.

» Sustainability demand: With more travelers seeking eco-friendly options, businesses must
invest in sustainable practices—Ilike waste reduction and green sourcing—to meet
| expectations and strengthen brand reputation.

_‘
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15

Implementing a Financially-Effective Culture

To make financial reporting work for decision-making, management must go beyond simply generating reports. The business must build a culture of
financial accountability and data-driven thinking, including:

A A
<>
N —— A
- L L
Develop clear financial goals Training department heads to Using dashboards or visual e A R R
and targets read and act on financial KPIs tools to make data accessible management framework

- o

(a-0

Regularly review and optimize
financial process

Encourage cross-functional

collaboration on financial
initiatives

s

Investing in integrated POS
and accounting system

© BDO



Example of using dashboards or visual tools to make data accessible

Here are partial of BDO in Thailand work tools to present the visualization of the data that helps reader picture the analysis clearer.

KEY BUSINESS DRIVER
Compositions of revenue streams

Portion of other revenue to room sales
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JEN e hosptalty inusty evolves on a seasonal. calendar. For the Hotel,
peak seasons fall between November to February and again during
summer time betyeen June to September. Folloving the impacts of
COVID-T9 i FY21 which saw a stagnant state of tourism, the pattem can
be seen returning in the beginning of FY22 vihen room sales inflate. In

I Room ssles dropped arastcally in Frzi
| when the Hotel was mest severel
affected by COVID-1S. Its sources

services in addition to their rooms during their stays, and as a result,
income from other revenue streams drop in praportion particularly during
these peak seasons,

QUALITY OF CASH FLOW
Monthly working capital

Adjusted monthly working capital summary

Millions

-B15
5 5 5 5 5 5 % § §5 § § &% 8  #§ ¥ & § § § 8 § § % 89 4§ @
5 3 F 7 53 8 §OB ;X 50§ 0Fo:oFo5:OPOFEOGHEGoOCZ
—_— " R —
Trade payaies andtherpagbles Wiclng axprable e Ve e tacpable
wmm Other cuvent liabilites 000 e Adjusted NWC == == Cash and cash equivalent

n Trade receivables and other receivables have been adjusted against the petty cash |
account held at Samui, as in FY21 the accrued-like nature of account code [N | |
which accumuiates from 1? million in Jamzry 2021 to THE [ million in |
November 2021, then TG [ million in December 2021, Likewise, petty cash in |

Sl s sccumudated by cash pymentsfrom guets and cleard of i Decenter |

2021 freferto page 42).

ETraﬂz payables of over 270 days have been adjusted ouf of working capital on 31
December 2022, 31 December 2022, and 31 March 2023 as these are considered |
debt-like items. !

Source: Management cecounts and BDO analysis
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QUALITY OF EARNINGS

Profit and loss summary

Adjusted P&L Summary
Yo A2z
oo e G TR
Reeme A I )
Costof servies 70 @653 (.28 (21,588)
Gross profit 10,605 42,551 36,734 69,994
Employes benefits @B Qe B (et
e s (@0 Eme (e
Consulting fee (82) (1,416) HN] (1,583)
Sell @30 @8] (450 (9,859)
Office and squipment rent e T ey
ai - |
Total operating expenses. 11,902)  (31,159) (19,71.3{ (42,560)
(a1 7l 2ras
Other income 1,115 5 L) a5
EBITDA @8 1190 17010 27889
B ! S | ——
£00 adjistments - 1 1
EBITDA (182) 11,960 17,010 27,889
Finance costs. (31,191 (2,101} (518) 1(2,100)
Depreciation and smortization (45) (433 (eAn (478
Profit before tax (65,895)  (24,483) 8,090 (8,447)
sl A (HEH 0%
nfa 266.8% (56.3%) 40.5%
sa7 s oew  7ed%
s e om 7ea
ala 0L (468 6K
o5 a0
Pro forma adjusted EGITDA margin % of
o% 2R

Source: Manogement accounts and BDO anatysis

Adjusted EBITDA
3 YT Apraato
000 Frat [ I B
Reported EBTDA 82 in%e0 7010 27,889
Maragerment adjtstments -
Total Management adjustments
Management adjusted EBITDA (182) 11960 1m0t 27,889
500 agustmenes | |
OMD-19 impact | |
Private expenditure | |
Total BDO EBITDA adjustments.
BDO adjusted EBITDA (182) 11,96 17,01 27,889

P We have attempted to normalize the earnings in question howiever this industry was

50 heavily impacted by Covid-19 that there are too many factors influencing the:
| financial performance over this time. A rolling 12-month period (i.e., April 2022 to
| March 2023) is displayed to closer reflect the expected and ‘normal’ trading
| pattens prior to COVID-19, nder the observation that business had been
| consistently and exponentially expanding towards the end of the review period.
! fore, wre believe that a rolling twelve months is the best representation of the.
| normalized earmings.

s Been verbally confirmed that here were no abnormal costs during the revien
1" periods by the seller and their advisors, which s in line with our review of the cost
| centers when we reviewed the twelve month period to 31 March 2023, However,
| there is one account, ‘Ovner expenses I vhere we were informed that
| its nature is related to management travel expenses and petrol where these costs,
| amounting to THB 0.41 million in FY21, THB 0.54 million in FY22, and THB 0.41
| million in YTD3m23, are a mix of business and private expenditure. The target is
| le to provide us with the breakdown between the two pu

Dashboards and visual tools provide hotel
operators and hospitality managers with a
clearer view of financial and operational
performance compared to reviewing raw
numbers alone.

By visualizing key metrics—such as occupancy
rates, RevPAR, F&B margins, or departmental
costs—management can quickly spot unusual
trends or outlier items. This enables faster,
more informed analysis of root causes,
whether it’s underperformance in a specific
outlet, seasonal demand shifts, or rising
operating costs.

These insights help support data-driven
decisions, guide investigations, and shape
practical improvement plans to enhance
profitability and guest experience going
forward.



In A Nutshell

Hospitality businesses in Phuket face a dynamic and
sometimes volatile operating environment. The
natural charm of their surroundings can attract
visitors, but sustained success requires more than
beauty—it requires financial clarity.

By embedding financial effectiveness and reporting
into the heart of management practices, Phuket-
based hotels, restaurants, and beach clubs can not
only survive but thrive. They can adapt to shifting
tourist demographics, optimize resource use, and
create guest experiences that are both memorable
and profitable.




BDO in Thailand
www.bdo.th
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