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Case Objectives and Use
This case requires the reader utilize the planning, analytical, and decision-making techniques of a prospective entrepreneur investigating a new business opportunity.  There is information in the case regarding financial and marketing issues, and the reader must understand and deal with the interrelationships that exist between these functional areas.  This is complicated by the fact that the business is a seasonal tourism operation open only 20 weeks a year.  A thorough analysis of the business’s marketing and financial situation must be completed, strengths and weaknesses uncovered, and areas for improvement discussed.  Financial results must then be forecast, and the value of the business determined.  A recommendation based on the various tools used to analyze the case information must then be made.

The case was specially written as an integrated case to be jointly used in an undergraduate managerial finance course and marketing course. The case design, however, allows for great flexibility of use and for variety of target audiences.  The case could be used in corporate finance, marketing management, capital budgeting, small business/entrepreneurship, integrated functional management, or strategic management courses.  Undergraduates will easily identify with the decision-maker in the case.

Case Synopsis
Sherry Noonan, a senior business student, is considering purchasing Cavendish Cove Cottages, a complex with 19 rental units and one owner’s unit on 2.4 acres of land.  The property is located on Route 6 in the heart of Cavendish, a very popular tourist destination on Prince Edward Island, Canada.  Sherry must complete all of the work associated with the evaluation of a going-concern.  She must evaluate the company’s current financial position and marketing strategy, develop and cost a new marketing strategy, project the cash operating earnings the property will generate, decide on a financing model for the business, allocate the purchase price over the assets acquired, and determine the value of the cottage business.

Affecting the analysis is declining tourist numbers and spending on PEI, as well as the unique challenges and opportunities of running a tourism-based business only open 20 weeks of the year.  Over the next two weeks, Sherry must determine the value of the cottage business and develop the offer that will be made to the current owners.  While her parents will provide some of the financing, they wish to review all of the work completed in deciding on the offer price.
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