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Introduction
This short report is focused on making a detailed analysis of the business environments of  Seacrest Lodge. For that, it needs to be analysed the financial performance of this business environment. Additionally, it needs to analyse real events in the world which are the main reasons for the decline in the profit-earning abilities of the business.  After finding the basic problems of the organisations which are the key reasons for their declined profit earning abilities, this report needs to define proper strategies for the organization which can help them to achieve their primary objectives.
Financial performance analysis of the Seacrest Lodge:
Cost volume profit:
	Cost volume profit

	Particulars
	2021
	2022
	2023

	Revenue
	£1,200,000
	£1,100,000
	£950,000

	Operating Expenses
	£900,000
	£950,000
	£1,100,000

	Cost volume profit
	£300,000
	£150,000
	-£150,000


 
Cost volume profits are the effective calculations which help to find out the effectiveness of profits of the organisation by depending on their cost structure. In addition, changes in the sales of the organisations can be visualised by using this effective calculation (Drury, 2021). From this analysis, the increasing numbers of operational costs of the Seacrest Lodge are easily visible. For that, the reason a declined line of their profits over their cost volume has been visualised. Lastly, the portion of costs of their organisation is getting higher by £150000 in 2023 which is the main cause of their losses.
Marginal costing:
	Net profit margin

	Particulars
	2021
	2022
	2023

	Revenue
	£1,200,000
	£1,100,000
	£950,000

	Operating Expenses
	£900,000
	£950,000
	£1,100,000

	Net income
	£300,000
	£150,000
	-£150,000

	Net profit ratio
	25%
	14%
	-16%


Marginal costing is the calculation of variable costs of the organisation which depend on other variables and the fluctuation of one variable factor are factors that are also impacted (Seal, 2019). To reflect the marginal cost calculations of the Seacrest Lodge it reflects the calculator of the net profit margin of the organisation. It reflects the decreasing abilities of earning a profit of the organisation for the increasing factor of their operational expenses. 
Absorption costing:
	Absorption costing

	Particulars
	2021
	2022
	2023

	Operating Expenses
	£900,000
	£950,000
	£1,100,000

	Occupancy Rate
	65%
	60%
	50%

	Absorption costing per year
	£585,000
	£570,000
	£550,000


In the absolute costing calculation, all of the operational expenses of the organisations are related to the serving goods and services of the organisation (GoCardless, 2020). In the calculation of the absorption costing a reduced level of raised expenses to develop their services in a better way. In 2021 the value of absorption costing is £58500 whereas it reached £550000 at the end of 2023. For this reason, the decreasing expenses in the welfare of their customers there was a reduction of customers range has been visualised.
Comparison between marginal and Absorption costing:
In the marginal costing of the organisation, there was a reducing line of profit earning of the organisation has been visualised. On the other hand, the absorption costing of the investments or expenses of the Seacrest Lodge has been visible. For that, the net profit margin reflects a reduced profit level of 16% in l2023 where tye an absorption costing reflects the reduced absorption cost of £20000. However, both financial factors of the organisation reflect the reduced performance of the organisation.
Short-term decision-making costing:
	Account receivable ratio

	Particulars
	2021
	2022
	2023

	Accounts Receivable
	£50,000
	£40,000
	£30,000

	Revenue
	£1,200,000
	£1,100,000
	£950,000

	Revenue/
Account receivable
	24
	28
	32


The account receivable ratio on eo the effective of short-term decision-making ratios which helps to find out the ability of the organisations to recover their debts. Additionally, it reflects how many times the business can able to receive returns of their credits (NetSuite, 2024). From the calculation of the account receivable ratio of Seacrest Lodge, an increasing ability of the company has been visualised as their periods of recovery credit are increased more effectively. For that, they can recover their credits 32 times in 2023 which can be suitable to make their investment decisions or decisions of paying short-term, credits to their customers.
Long-term decision-making costing:
	Debt equity ratio

	Particulars
	2021
	2022
	2023

	Accounts Payable
	£30,000
	£40,000
	£50,000

	Long-term Debt
	£1,500,000
	£1,500,000
	£1,500,000

	Equity
	£620,000
	£580,000
	£300,000

	Total debt
	£1,530,000
	£1,540,000
	£1,550,000

	To tal debt
/Equity
	2.47
	2.66
	5.17


Debt-equity ratios are effective calculations which help to compare two basic factors of the organisation which are the debts as well as equity. For that, it reflects the portions of debts the shareholders of the organisation are contained with their equities depending on these factors the investors of the organisation make their decisions about their long-term investments (CFI, 2023). From the calculation, the portion of debts of the investors is raised slowly in this Seacrest Lodge which is the main cause of losing the trust of their investors and breaking their long-term relationship with the organisation.
Identify the key reasons for to decline in profitability:
The profit and revenue of the company are essential for the company's growth and success the earning management of the company determined the size and effect of the business but some of the reasons the company faced the problems to increase the profit in the company (Widarti et al, 2018).                                                                                                                                                                                                                                                                                                                
Low sales in the company: If the sales of the company decline it leads to a decline in the profit of the company to a great extent. If the sales of the company increased but the profit and revenue of the company declined it is possible because the company sells the product on the low-margin items in the market. The company needs to track their margins and distribution channel before the sales of the product and services in the market. Sometimes the spot trends of the market also cause problems to increase the profit of the company in the market (Judson, 2018). 
Increased overhead expenses: If the company continue to raise the cost of the company it also leads to a decrease in the profit of the company. If the cost of the company increases and the sales of the company remain consent it will also impact the profit and revenue of the company in the market. The company's operating profit is impacted by the overhead expenses of the company in the market. 
Increased selling and administration expenses: The selling and distribution expenses consist of the information related to the cost associated with the marketing of the product and services of the company in the market. It is one of the kinds of expenses that can be borne by the company in the market. It is highlighted in the income statement of the company in their financial report of the company. The high amount of selling and distribution expenses of the company also leads to todecrease in the profit margin of the company in the market and the declining of the profit of the company is also possible because of the industry condition and weak management of the company. Both of the resources impact the operations of the company in the market (Reuters, 2023). 
Increased profit erosion: If the company's manufacturing and overhead expenses remain constant and the company continue their sales activities in the business the company also record the situation of the profit erosion in the company. It also leads to the debt services cost ratio of the company in the market. The financial report of the company highlights the income expenses cash flow and outflow of the company in the given period of time in the market. Manufacturing expenses of the company lead to the cost directly impacting the product and services of the company in the market. Manufacturing expenses of the company lead to the expenses that can be made by the company to run the business in the market. The company needs to balance both of the expenses because both of the expenses cause to decline in the profit of the company in the market (Milano, 2019). 
 
Turnaround strategy to turn the reputation of the Seacrest Lodge:
Seacrest Lodge needs to use the budgetary strategy in the process of their restore reputation. VBudgets is an estimation of the expenses of the organisation which helps to find out the effectiveness of expenses during financial years. Additionally, the preparation of the budget can help organisations manage their organisational costs and find unwanted expenses of their organisation (Indeed, 2024). Following this budget strategy, the business needs to be focused on the different sales factors,  material and overhead factors.
Revenue factor: One of the effective factors which comes under this sales factor of the organisation is the advertisement factor. Using different platforms business share their quality of services and newly developed product information with their customers (Mailchimp, 2024). For that, the business needs to increase its investments in its marketing process. By following the budget the business needs to invest a minimum of £24000 per year to share the information about their services to their clients. It can help them to attract the attention of new customers and increase their customer range as well as their meaningful abilities.
Overhead: the budgetary plan of Seacrest Lodge, needs to be focused on some of the essential overhead. This overhead can support the business to provide a better customer experience like a proper communication channel, secured hotel services, along comfortable furniture. 
	Budgetary strategy for 2024

	COST ITEMS
	MONTHS
	COST/ MONTH
	ONE-TIME COST
	TOTAL COST

	Advertising/Marketing
	 
	 
	24,000
	25,000

	Employee Salaries
	12
	11,000
	 
	132000

	Employee Payroll Taxes and Benefits
	 
	 
	6,000
	5,000

	Rent/Lease Payments/Utilities
	12
	450
	 
	5400

	Postage/Shipping
	 
	 
	1,000
	1,000

	Communication/Telephone
	12
	2020
	 
	24,240

	Computer Equipment
	 
	 
	12000
	12000

	Computer Software
	 
	 
	12000
	12000

	Insurance
	4
	2000
	 
	8,000

	Interest Expense
	 
	 
	2,000
	2,000

	Travel & Entertainment
	 
	 
	1200
	 

	Equipment
	 
	 
	2,500
	2,500

	Furniture & Fixtures
	 
	 
	210000
	2,10,000

	Inventory
	 
	 
	10,000
	10,000

	Cash-On-Hand (Working Capital)
	 
	 
	50,000
	 

	Miscellaneous
	 
	 
	5,000
	 

	ESTIMATED BUDGET Stratigy
	 
	 
	 
	4,49,140


Financial outcome:
	Estimated Income statement

	REVENUE
	Year 1
	Year 2
	Year 3

	Estimated Product Sales
	£394,820
	£450,000
	£500,000

	Less Sales Returns & Discounts
	£1,000
	£1,500
	£400

	Service Revenue
	£60,000
	£78,000
	£89,000

	Other Revenue
	£25,000
	£30,000
	£28,000

	Net revenue
	£480,820
	£559,500
	£617,400

	Cost of Goods Sold (COGS)
	£140,000
	£170,000
	£180,000

	Gross Profit (Net Sales - COGS)
	£340,820
	£389,500
	£437,400

	EXPENSES
	 
	 
	 

	Salaries & Wages
	£132,000
	£132,000
	£139,000

	Marketing/Advertising
	£24,000
	£24,000
	£24,000

	Rent
	£5,400
	£5,400
	£5,400

	Internet/Phone
	£24,240
	£24,240
	£24,240

	Insurance
	£8,000
	£8,000
	£8,000

	Travel
	£1,200
	£1,400
	£1,500

	Total Expenses
	£194,840
	£195,040
	£202,140

	Income Before Taxes
	£13,639
	£13,653
	£14,150

	Income Tax Expense
	£181,201
	£181,387
	£187,990


Standard costing is the effective calculation of the operating expenses and income of the organisations to understand the standard of performance for an organisation. For that, income statements are one of the essential standard costing documents which reflect the earning ability of the business (Cokins, 2024). From the budgetary strategy, the estimation of financial return for Seacrest Lodge is calculated. It reflects that, by following the budgetary strategy, the business can restore its earning abilities. Additionally, after three years of effective performance, the business can earn a profit of £187,990 in the third working year.
Conclusion:
This short report analysed differences in internal and external problems of Seacrest Lodge that reduced their profit earning abilities. The first part describes the difference in accounting concepts and reflects the current financial structure of the organisation and the reason for their reduced profit. The second part of this report reflects some of the worldwide events which affect their range of customers. The last part of this study reflects the budgetary strategy for Seacrest Lodge that can help the business to earn their potential positions as well as earn proper profits to restore their reputations and financial health.
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