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[bookmark: _Toc110196414]Executive Summary 
This report evaluates profit and loss management within operations at the Carmarthen Bay Film Festival (CBFF). It recommends adopting activity-based costing, rolling forecasts, and revenue diversification to improve financial control and resilience. These strategies aim to enhance decision-making, minimise risk, and support the festival’s long-term financial sustainability and operational effectiveness.

[bookmark: _Toc802435651]Introduction 
Effective financial management within cultural events necessitates a rigorous understanding of profit and loss dynamics, particularly in the context of project planning and strategic reporting, as “Budgeting helps event planners maintain control over expenses, preventing overspending and financial surprises during the planning process.” (ICC Belfast, 2026). As an Operational Manager at the Carmarthen Film Festival, based in Llanelli, which will be “featuring over 150 films over four days.” (Theatrausirgar.co.uk, 2026) profit and loss analysis is important and will be the discussed topic as it helps determine whether a project is financially viable and successful. During the planning stage, it allows managers to compare expected income with projected costs to see if the project is likely to break even or make a profit. This reduces financial risk before committing resources, as “It provides a clear picture of the company's financial position, helps to identify hidden costs and optimise resources.” (Shevchenko, 2026). After the project is completed, profit and loss analysis will help evaluate performance by showing whether the project made/makes money, lost money, or met its financial goals, and highlights areas where costs are too high or if income is lower than expected. This requires a systematic approach as “Systematic funds aim to generate higher returns than their benchmark.” (Minter, 2025), to forecasting revenues, controlling expenditures, and analysing financial performance through key indicators such as net profit margins, cost-to-revenue ratios, and break-even thresholds. 
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[bookmark: _Toc1467911482]Project Overview 
The Carmarthen Bay Film Festival (CBFF) is an established annual cultural event held in Llanelli, within the county of Carmarthenshire. Hosted primarily at the Ffwrnes Theatre, the festival has developed into a globally recognised platform for independent filmmaking, with “the festival started from very small beginnings with only 35 submissions and only a handful of film makers attending the festival back in April 2012.” to now “Submission have risen to over 328 for its 2016 festival with film makers flying in from LA, Miami, Germany, Italy and many parts of the UK.” (F-Rated, 2019) attracting submissions and participants from over 60 countries and screening approximately 170 films across a four-day programme each year.  The primary purpose of CBFF is to promote excellence in independent film as “independent films offer creative freedom for emerging filmmakers and storytellers to showcase their talents and voices.” (Film Probe, 2025) while providing an inclusive and accessible platform for filmmakers and audiences. As CBFF “are a brand-new festival created by the team behind the BAFTA Short Film and BAFTA Cymru qualifying Carmarthen Bay Film Festival.” (Internationalmediafestivalofwales.com, 2020), it plays a critical role in supporting emerging talent and enhancing the visibility of Welsh and international cinema. 
Additionally, the festival incorporates industry panels, educational workshops, and networking events, fostering knowledge exchange and professional development within the creative industries as “The number of festival partners has also grown with Stradey Park Hotel, BAFTA Cymru, RTS Wales, University of Wales Trinity St. David, Film Hub Wales BAFA and many more” (Melkweg, 2022). This positions the festival not only as an exhibition space but also as an educational hub that contributes to skills development and creative learning. From a socio-economic perspective, the festival contributes significantly to regional tourism by attracting filmmakers, industry professionals, and visitors from across the UK and internationally with “to well over 1000 from 70 plus countries for our 2020 festival.” (Melkweg, 2022). This influx increases demand for local services, including accommodation, hospitality, and transport, thereby generating short-term economic activity and enhancing the cultural profile of Llanelli as a destination. Furthermore, CBFF supports long-term economic growth by strengthening the creative economy, encouraging inward investment, and promoting the region as a centre for cultural production. By combining cultural enrichment with measurable economic and educational outcomes, the festival exemplifies how regional arts initiatives can contribute to sustainable development and community regeneration.
[bookmark: _Toc681191507]Profit and loss
Profit and loss (P&L) analysis is a fundamental concept within financial management and managerial accounting, providing a structured framework through which organisations evaluate financial performance over a defined period. At its core, profit represents the financial surplus generated when total revenues exceed total costs, whereas a loss occurs when expenditures surpass income. The theoretical underpinning of P&L which states “the profit and loss concept is used to determine the market price of a good and whether it is profitable.” (GeeksforGeeks, 2023) analysis is grounded in the matching principle, whereby revenues are systematically compared with the costs incurred to generate them, enabling an accurate assessment of operational efficiency and financial viability. Revenue refers to the total income generated from an organisation’s primary activities, with “Carmarthen Bay Film Festival's revenue is £5 million.” (Zoom Info, 2026). In the context of a film festival, this may include ticket sales, sponsorship agreements, grant funding, and ancillary income such as merchandise or concessions, however, the inherent uncertainty in audience turnout and funding availability further complicates financial planning, necessitating robust scenario analysis and contingency budgeting. Profit is derived by deducting total costs from this revenue of £5 million, with key measures including gross profit (revenue minus direct costs) and net profit (revenue minus all operating and non-operating expenses). These indicators provide insight into both the immediate financial performance of specific activities and the overall sustainability of the event.
A critical distinction within cost theory is that between fixed and variable costs. Fixed costs are expenditures that remain constant regardless of the level of output or attendance. For a film festival, these may include venue hire, equipment rental, insurance and salaried staff as CBFF is “managing three performing arts venues within the county” (Theatrausirgar.co.uk, 2017). Such costs must be paid irrespective of ticket sales or audience size, making it central to break-even analysis. In contrast, variable costs fluctuate in direct proportion to the scale of the event. For example, marketing materials, ticketing fees, temporary staffing, and catering such as one of the partners supporting CBFF being ‘Beer Park’ which offer “Craft beer, German lager, Belgian ale, Cider & the most Welsh beer anywhere.” (Visitwales.com, 2025), which all of which increase as audience numbers or programme scope expand.
[bookmark: _Toc1997976576]Revenue Analysis 
Understanding the interaction between revenue, fixed costs, and variable costs is essential for effective financial planning as it will enable the calculation of the break-even point—the level of revenue at which total costs are fully covered—and supports strategic decision-making regarding pricing, budgeting, and resource allocation. Within the festival context, this analysis ensures that operational objectives are aligned with financial constraints, thereby enhancing both efficiency and long-term sustainability. The relevance of profit and loss analysis to the Carmarthen Film Festival lies in its capacity to inform evidence-based decision-making, by systematically evaluating financial data, management can identify inefficiencies, allocate resources more effectively, and justify funding requirements to stakeholders. Furthermore, transparent financial reporting enhances accountability, particularly when public or grant funding is involved, and strengthens the festival’s credibility within the cultural sector as its “set to celebrate its links to a classic Hollywood film with a new festival backed by more than £44,000 in heritage funding.”(Facebook.com, 2026).
A key weakness in relying on profit and loss analysis for the Carmarthen Bay Film Festival is its dependence on uncertain and variable revenue streams. Income sources such as ticket sales, sponsorship, and external funding can be highly unpredictable and influenced by factors beyond managerial control, including audience demand, economic conditions, and competing events, especially when ticket sales for “the festival is free, but day tickets and special screenings will still need to be booked.” (Facebook.com, 2026), which will make it difficult to produce fully accurate financial forecasts during the planning stage. As a result, break-even calculations and profitability estimates may be unreliable. For example, lower-than-expected attendance or reduced sponsorship can quickly lead to a financial shortfall, even if costs have been carefully planned. This uncertainty increases financial risk and may limit the festival's ability to confidently allocate resources or expand its programme, especially when the festival operates annually once a year, as if revenue falls short, the festival cannot quickly adjust or run additional events to offset the loss. Therefore, while profit and loss analysis is useful for planning and evaluation, its effectiveness is constrained by the unpredictability of revenue, highlighting the need for contingency planning and diversified income streams.

[bookmark: _Toc1740120625]Recommendations 
Effective profit and loss management is essential to ensuring the financial sustainability of the Carmarthen Bay Film Festival, and it is recommended that the project team adopts an integrated approach combining activity-based budgeting, dynamic forecasting, and strategic revenue diversification. The use of activity-based costing would “enable more accurate allocation of costs to key operational areas such as venue hire, marketing, and guest services, thereby improving cost transparency and supporting more informed managerial decision-making" (Kaplan & Anderson, 2007). In addition, the implementation of rolling P&L forecasts, updated regularly throughout the planning and delivery stages, would allow the operational team to respond proactively to fluctuations in ticket sales, sponsorship income, and external environmental factors, aligning with core operations management principles of flexibility and control. To strengthen financial resilience, the festival should diversify its revenue streams beyond ticket sales by expanding sponsorship agreements, forming partnerships with local businesses, and exploring digital distribution options such as online screenings. Furthermore, applying break-even analysis would provide clarity on the minimum financial thresholds required to cover both fixed and variable costs, thereby informing pricing and capacity decisions. Finally, conducting a post-event variance analysis comparing forecasted and actual financial performance would support organisational learning and continuous improvement. Collectively, these measures would enhance financial oversight, reduce risk, and contribute to the long-term viability of the festival.
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In conclusion, effective profit and loss management is fundamental to the operational success of the Carmarthen Bay Film Festival (CBFF). By integrating structured financial planning tools such as activity-based costing, rolling forecasts, and break-even analysis, the festival can achieve greater control over costs while maximising revenue potential. These approaches support informed decision-making, improve financial transparency, and enhance the ability to respond to uncertainty. Furthermore, continuous evaluation through variance analysis ensures ongoing learning and performance improvement. Collectively, strong P&L management practices will enable CBFF to maintain financial sustainability, support strategic objectives, and deliver a high-quality cultural event experience.
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