How do I compare my Profit and Loss Account against my Budget? 
Prepare your Budget for the coming year, analysed by month or quarter. Throughout the year:

1. compare your Profit and Loss Account figures (ie your actual results) against your Budget estimates.

2. identify where your Profit and Loss Account figures differ from your Budget estimates.

3. if necessary, take corrective action so that your target profit will be achieved.
 (
1. 
Sales
 – 
Sales are €26
,000 behind b
udget
, relating mainly to reduced prices and fewer customers
Action:
 Need to run 
a more targeted 
promoti
on 
and impro
ve our upselling skills 
)Profit and Loss Account actual results compared against Budget: Activity Pursuits Centre Example
 (
2. 
Staff Costs
 
–
 
Casual
/
seasonal
 staff costs 
a
re proportionally greater than b
udget – 23% as against 20%
 of sales
 
Action:
 Need to 
organise staff deployment more efficiently
)
	

 (
4. 
Contribution towards fixed costs and profit
 - Due to reduced sales and 
more expensive casual/seasonal staff costs, 
we have €23,000 less than bu
dget
 to cover our overheads and provide profit
) (
3. 
Other direct costs
 are proportionally in
 line with bu
dget. No action 
needed
.
)
	
	Actual 
	Budget 
	Variance 
	Variance

	1. Sales
	
	
	
	

	Sales
	  224,000
	 250,000
	-26,000
	-10%

	
	
	
	
	

	Less Direct Costs 
	
	
	
	

	2. Staff costs (casual, seasonal)
	 52,000
	 50,000
	-2,000
	-4%

	3. Other direct costs
	60,000
	65,000
	5000
	8%

	
	
	
	
	

	4. Contribution towards fixed costs and profit
	 112,000
	135,000
	 -23,000
	-17%
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	Fixed costs
	
	
	
	

	5. Staff costs (full-time)
	 60,000
	65,000
	 5,000
	8%

	6. Overheads
	 3,000
	 1,000
	 -2,000
	-200%

	7. Advertising and promotion
	 12,000
	10,000
	 -2,000
	-20%

	8. Bank interest and charges
	 4,000
	3,000
	 -1,000
	-33%

	9. Depreciation
	3,000
	 3,000
	 0
	0%

	10. Other expenses
	3,000
	 3,000
	 0
	0%

	Total fixed costs
	 85,000
	 85,000
	 0
	0%

	
	
	
	
	

	11. Net Profit / Loss
	€27,000
	€50,000
	€-23,000
	-46%

	
	
	
	
	


 (
5. 
Staff costs (
full-
time
)
 - Full-time staff costs are less this period due to a 
negotiated salary reduction
Action
:
 
Need to 
keep 
pay costs
 under review
)

 (
7. 
Advertising and promotion
 
–
 
Advertising is over budget by €2
,000
. Additional promotions done to address falling sales.
Action
:
 N
eed to ensure we are getting value for money on this
 spend
) (
6
. 
Overheads
 - 
Overheads are over b
udget by €2000
 or 33%, due to 
increased energy charges 
Action
:
 N
eed to source cheaper
 
energy supplier 
)



 (
9. 
Depreciation
 - d
epreciation is as budgeted
 
- OK
) (
8. 
Bank interest and charges
 – Increased bank overdraft interest this period due to timings of payments 
Action
:
 N
eed to forecast cashflow more accurately
)

 (
11. 
Net P
rofit
 / Loss
 
–
 
Net profit
 is down due 
mainly to drop in sales. Fixed costs in total are in line with budget, but individual fixed costs need to be watched
.
) (
10. 
Other expenses
 
–
 
in line with budget - OK
)
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