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[bookmark: _Toc1047329697]Introduction  
The proposed resort hotel in Swansea aims to enhance Wales’ tourism offering by attracting both domestic and international visitors seeking a high-quality luxury experience. As the hospitality industry is highly competitive and cost-intensive, effective financial planning is essential to ensure long-term sustainability and profitability. One of the most important financial tools used in hotel management is the profit and loss (P&L) statement, which evaluates revenue, costs, and overall financial performance over a specific period (Drury, 2018).
This report critically analyses the P&L performance of the proposed hotel, focusing on key revenue streams, cost structures, and financial challenges. Relevant theories, including Cost-Volume-Profit (CVP) analysis and revenue management, are applied to assess financial performance and support strategic decision-making (Hayes and Miller, 2011).
For the Swansea resort hotel, financial performance is projected across two periods. In 2027, the hotel is expected to generate approximately £4.5 million in revenue, achieving a break-even position. By 2028, revenue is forecast to increase to £5.8 million, generating a net profit of £900,000.
While targeting break-even reduces financial risk, achieving this outcome depends on occupancy levels, pricing strategies, and cost control. These projections are based on industry benchmarks but remain subject to external pressures such as inflation and fluctuating demand (VisitBritain, 2024; ONS, 2024).
[bookmark: _Toc1485475479]Main Findings
[bookmark: _Toc864808993]Profit and Loss Overview
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Table 1 presents the projected profit and loss account for the Swansea resort hotel across the 2027 and 2028 financial periods. In the opening year, the hotel is expected to generate revenue of approximately £4.5 million, achieving a break-even position where total revenue equals total operating costs. This reflects a strategically controlled approach to financial management, demonstrating the ability to balance costs with revenue from the outset.
By 2028, revenue is forecast to increase to £5.8 million, while costs rise more moderately to £4.9 million, resulting in a net profit of £900,000. This improvement suggests increased occupancy levels, stronger market positioning, and enhanced operational efficiency.
This progression aligns with Cost-Volume-Profit (CVP) analysis, which suggests profitability is achieved once revenue exceeds total fixed and variable costs (Drury, 2018). Achieving break-even in Year 1 indicates that the hotel has reached its cost-recovery point, enabling a faster transition into profitability.
However, risks remain. Operating expenses, particularly staff wages, may increase due to inflation and wage legislation. If costs grow faster than revenue, profit margins could decline. Additionally, achieving break-even depends on occupancy levels, which may be affected by seasonality and competition.
Therefore, while the break-even model is financially cautious and desirable, it requires effective cost control and revenue management to be sustained.














[bookmark: _Toc799064266]Cost Structure and Financial Control
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The hotel’s cost structure is heavily influenced by labour, utilities, and maintenance expenses, as illustrated in Figure 2. Staff wages represent the largest proportion of operating costs, reflecting the labour-intensive nature of the hospitality industry (Nickson, 2013). In 2027, costs are aligned with revenue, enabling the hotel to achieve a break-even position, which indicates effective cost control during the opening phase.
However, while higher staffing levels are essential for maintaining service quality in a luxury hotel, rising wage costs may reduce profitability if not carefully managed. This creates a strategic trade-off between service standards and cost efficiency (Kotler et al., 2017).
Utilities and maintenance costs are also expected to increase as operations expand. Although revenue grows faster than costs in 2028, operating expenses remain significant, highlighting the need for strong budgeting and financial control.
If costs begin to exceed revenue growth, the hotel risks falling below break-even, impacting financial sustainability. External pressures such as inflation and rising energy costs may further increase expenses (ONS, 2024).
Therefore, maintaining break-even requires continuous monitoring, efficient resource allocation, and effective cost-control strategies to support long-term profitability.
[bookmark: _Toc1773250787]P&L TABLE 
	Financial Item
	2027 (£)
	2028 (£)

	Revenue
	4,500,000
	5,800,000

	
	
	

	Cost of Sales
	
	

	Food & Beverage Costs
	950,000
	1,100,000

	Housekeeping Supplies
	300,000
	350,000

	Total Cost of Sales
	1,250,000
	1,450,000

	
	
	

	Gross Profit
	3,250,000
	4,350,000

	
	
	

	Operating Expenses
	
	

	Staff Wages
	1,800,000
	2,000,000

	Utilities
	400,000
	450,000

	Marketing Costs
	300,000
	350,000

	Maintenance
	500,000
	600,000

	Other Operating Costs
	250,000
	0

	Total Operating Expenses
	3,250,000
	3,400,000

	
	
	

	Net Profit / (Loss)
	0 (Break-even)
	900,000



Table 1 shows that the hotel is projected to achieve a break-even position in 2027, with total revenue equalling total costs at £4.5 million. By 2028, revenue increases to £5.8 million while costs rise more moderately, generating a net profit of £900,000 and demonstrating improved operational efficiency.
[bookmark: _Toc338933072]Critical Evaluation: Break-even vs Loss 
A key consideration is whether targeting break-even in the opening year is realistic compared to operating at a loss. While many hotels accept initial losses due to high start-up and fixed costs, achieving break-even represents a more strategically robust financial objective, as it reduces early-stage financial exposure and aligns with Cost-Volume-Profit (CVP) principles (Drury, 2018).
Break-even improves cash-flow stability and enhances investor confidence, while also indicating strong operational control through the effective management of costs and revenue from the outset. However, achieving this position may require high occupancy levels, strict cost control, and carefully managed pricing strategies, which may not always be feasible in a competitive and seasonal destination such as Swansea.
Furthermore, excessive cost reduction or aggressive pricing may negatively impact service quality and brand positioning, particularly within a luxury hotel context where customer experience is a key differentiator (Kotler et al., 2017).
Therefore, while break-even is a desirable and strategically sound objective, it must be achieved through balanced financial and operational management to avoid compromising long-term customer satisfaction and brand reputation.

[bookmark: _Toc1733312137]External Factors (PESTLE Analysis)
External factors significantly influence hotel profitability and can be effectively analysed using the PESTEL framework (Johnson et al., 2020). These factors are largely beyond managerial control but must be strategically managed to minimise financial risk.
Political and legal factors, particularly wage legislation and taxation, have a direct impact on operating costs. Increases in the UK National Minimum Wage raise labour expenses, which are already one of the largest costs in hospitality (Nickson, 2013). While higher wages may improve staff retention, they can reduce profit margins unless offset by increased pricing or productivity improvements (CIPD, 2024).
Economic conditions, such as inflation, also play a key role in determining financial performance. Rising inflation increases the cost of utilities, food supplies, and wages, placing pressure on profitability (ONS, 2024). However, increasing room prices to compensate may reduce demand, particularly during periods of economic uncertainty when consumers have lower disposable income (Kotler et al., 2017).
Social factors, including changing consumer preferences, further influence hotel performance. Growing demand for sustainable and personalised travel experiences may require investment in eco-friendly technologies and service innovation (VisitBritain, 2024). While this can enhance brand image and attract customers, it also increases short-term costs, potentially affecting profitability (Bowie et al., 2016).
Technological developments have transformed the hospitality industry, particularly through online booking systems and digital marketing. A strong online presence can increase occupancy and revenue; however, customer reviews play a critical role in influencing demand. Studies show that the majority of travellers rely on online reviews when making booking decisions, meaning that negative feedback can significantly reduce demand (Statista, 2024).
Overall, these external factors create uncertainty within financial forecasting, as they can simultaneously affect both costs and revenue. Therefore, hotels must adopt flexible financial and operational strategies to respond effectively to changing market conditions and maintain long-term profitability (Johnson et al., 2020).

[bookmark: _Toc322695027]Marketing and Revenue Growth
Marketing strategies are essential for increasing occupancy rates and driving revenue growth in the hospitality industry (Kotler et al., 2017). A pilot launch, costing approximately £5,000–£10,000, allows the hotel to test operations, improve service quality, and generate early word-of-mouth promotion (Eventbrite, 2024).
Digital marketing, including social media and website development, represents a key investment but enables direct bookings and reduces reliance on third-party platforms, improving profit margins (Statista, 2024). Influencer marketing can further enhance brand visibility, particularly for a luxury hotel targeting aspirational travellers, with campaign costs typically ranging from £500–£5,000 (Influencer Marketing Hub, 2026).
Partnership marketing with local attractions and tourism organisations can also increase exposure and attract both domestic and inbound tourists, supporting destination-based demand (VisitBritain, 2024).
However, while these strategies can significantly increase demand, they also involve substantial costs. Excessive marketing expenditure may reduce short-term profitability, creating a risk of diminishing returns. Therefore, it is essential to carefully monitor marketing performance and ensure that investment generates a positive return on investment (Kotler et al., 2017).
[bookmark: _Toc1637809484]Conclusion 
In conclusion, the financial performance of the proposed Swansea resort hotel demonstrates a transition from a break-even position in its opening year to profitability in 2028, highlighting the importance of effective financial planning and revenue management. Achieving break-even reflects strong cost control and operational efficiency during the initial stage of operations, reducing financial risk compared to a loss-making model.
While profitability is achievable through increased occupancy and strategic pricing, rising operational costs and external factors such as inflation and wage pressures present ongoing challenges. Financial tools such as profit and loss (P&L) statements and Cost-Volume-Profit (CVP) analysis support informed decision-making; however, their effectiveness is limited by real-world uncertainties.
Ultimately, long-term success depends on the hotel’s ability to balance revenue growth with cost control while maintaining service quality in a competitive and dynamic hospitality environment.
[bookmark: _Toc1334707851]Recommendation
It is recommended that the proposed resort hotel in Swansea implements an integrated revenue management and cost-control strategy, supported by targeted digital marketing, to maximise profitability and ensure long-term financial sustainability.
The financial analysis indicates that the hotel is expected to achieve a break-even position in 2027 before generating a profit of £900,000 in 2028. To support this transition, management should focus on increasing occupancy rates while maintaining strict cost control. Revenue management theory suggests that pricing strategies should align with demand patterns, enabling higher room rates during peak periods and promotions during off-peak seasons to maximise revenue per available room (RevPAR) (Hayes and Miller, 2011).
Investment in digital marketing, including social media and direct booking platforms, will enhance brand visibility and reduce reliance on commission-based intermediaries, improving profit margins (Kotler et al., 2017). However, marketing expenditure must be carefully monitored to ensure a positive return on investment.
Additionally, cost control measures, particularly in labour and utilities, are essential to maintain break-even and protect margins. Overall, this integrated approach will strengthen financial performance and support sustainable profitability in a competitive hospitality market.
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In 2027, the hotel achieves a break-even position, with total revenue of £4.50 million equalling total costs. By 2028, revenue
grows to £5.80 million while costs rise more moderately to £4.90 million, resulting in a net profit of £0.90 million. Operating
expenses remain the largest cost component, driven primarily by staff wages, utilities, and maintenance, reflecting the labour-
intensive nature of the hospitality industry. Effective cost control and budgeting are essential to ensure that cost growth does not
outpace revenue growth, protecting profit margins and supporting long-term financial sustainability.
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Figure 1: Projected Financial Performance of Swansea Resort Hotel (2027-2028)
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Figure 1 illustrates the projected financial performance of the Swansea resort hotel. In 2027, total revenue (£4.5 million) equals total costs (£4.5 million), resulting in a
break-even position (£0 net profit). By 2028, revenue increases to £5.8 million while costs rise more moderately to £4.9 million, generating a net profit of £900,000.
This demonstrates improved occupancy and operational efficiency, supporting Cost-Volume-Profit (CVP) theory, which suggests profitability increases once sales
exceed the break-even point. However, continued cost control is essential, as rising costs could erode future profit margins if they outpace revenue growth.
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