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How do I compare my Profit and Loss Account (P&L) 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.

Profit & Loss Account actual results compared against Budget: Other Accommodation Example
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	Actual 
	Budget 
	Variance 
	Variance

	Income
	€
	€
	€
	%

	1. Letting income
	35,000
	40,000
	-5,000
	-13%

	
	
	
	
	

	Retail / food
	
	
	
	

	2. Sales
	7,000
	10,000
	-3,000
	-30%

	3. Cost of sales
	4,000
	5,000
	1,000
	20%

	4. Gross margin
	3,000
	5,000
	-2,000
	-40%

	
	
	
	
	

	Service charges
	
	
	
	

	5. Charges to guests
	1,000
	2,000
	-1,000
	-50%

	6. Related costs
	1,200
	2,000
	800
	40%

	7. Surplus / deficit
	-200
	0
	-200
	-100%

	
	
	
	
	

	Net income
	37,800
	45,000
	-7,200
	-16%

	
	
	
	
	





	
	Annual
	Budget
	Variance 
	Variance

	
	€
	€
	€
	%

	Less direct costs
	
	
	
	

	8. Staff costs (casual, seasonal)
	7,000
	 9,000
	 2,000
	22%

	9. Other direct costs
	 9,000
	 6,000
	 -3,000
	-50%

	
	
	
	
	

	Total direct costs 
	16,000
	15,000
	-1,000
	-7%

	
	
	
	
	

	10. Contribution towards fixed costs and profit
	21,800
	30,000
	-8,200
	-27%

	
	
	
	
	

	Less fixed costs 
	
	
	
	

	11. Staff costs (full-time)
	12,500
	13,000
	500
	4%

	12. Overheads
	2,100
	2,500
	400
	16%

	13. Advertising and promotion
	2,000
	1,000
	-1,000
	-100%

	14. Bank interest and charges
	3,000
	2,500
	-500
	-20%

	15. Depreciation
	1,000
	1,000
	0
	0%

	16. Other expenses 
	1,800
	1,500
	-300
	-20%

	
	
	
	
	

	Total fixed costs 
	22,400
	21,500
	-900
	-4%

	17. Net profit / loss
	-600
	8,500
	-9,100
	-107%


1. Letting income – €5,000 behind Budget this month, due to reduced prices and fewer customers











2. Retail / food sales - reduction in line with letting income reduction





Action: need to improve our upselling skills








14. Bank interest and charges– additional bank interest paid this period due to drop in cash income








15. Depreciation– depreciation is as budgeted - OK








13. Advertising and promotion– overspent by €1,000





Action: need to ensure we are getting value for this spend








16. Other expenses– overspend not material








10. Contribution towards fixed costs and profit – due to reduced sales and increased direct costs, we have €8,200 less this month to cover overheads 








11. Staff costs (full-time) – pay reduction this month will also benefit future months








12. Overheads– savings €400 on budget estimate mainly due to change of electricity supplier








17. Net profit / loss – profitability has disimproved by €9,100 this month, as against Budget





Action: need to improve our promotional efforts, and the level and timing of all our costs 








5. Service charges related costs - some metered costs only captured after guests had left, which could not be charged afterwards








8. Staff costs (casual / seasonal) - flexible arrangements with staff achieved savings in light of downturn in income








9. Other direct costs - linen and other supplies originally scheduled for later in year but bought this period








4. Gross margin – this was slipped from 50% (budgeted) to 43%, due to sales discounts and increased supplier prices





Action: need to review selling prices and re-negotiate prices with suppliers








3. Retail / food cost of sales – costs this month are out of line with the reduced sales value achieved





Action: need to examine our mark-ups











5. Service charges to guests – fewer service charges to guests this month due to drop in guest numbers
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