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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. take corrective action if necessary so that your target profit will be achieved.
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Profit & Loss Account actual results compared against Budget: Restaurant Example

	
	Actual 
	Budget 
	Variance 
	Variance

	1. Sales
	
	
	
	

	Food
	 59,000
	65,000
	 -6,000
	-9%

	Bar
	22,000
	27,000
	 -5,000
	-19%

	
	81,000
	92,000
	 -11,000
	

	2. Cost of Sales
	
	
	
	

	Food
	 21,000
	 20,000
	 -1,000
	-5%

	Bar
	 7,000
	 8,000
	 1,000
	13%

	
	28,000
	28,000
	0
	

	3. Gross Margin
	
	
	
	

	Food
	 38,000
	 45,000
	 -7,000
	-16%

	Bar
	 15,000
	 19,000
	 -4,000
	-21%

	
	 53,000
	 64,000
	 -11,000
	

	
	
	
	
	

	4. Staff costs (casual, seasonal)
	 7,000
	 7,000
	 0
	0%

	5. Other direct costs
	 1,500
	 1,000
	 -500
	-50%

	
	
	
	
	

	6. Contribution towards fixed costs and profit
	 44,500
	 56,000
	 -11,500
	-21%


	Fixed costs
	
	
	
	

	7. Staff costs (full-time)
	 26,000
	 21,000
	 -5,000
	-24%

	8. Overheads
	 8,000
	 12,000
	 4,000
	33%

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

	10. Bank interest and charges
	 2,000
	 3,000
	 1,000
	33%

	11. Depreciation
	 2,000
	 2,000
	 0
	0%

	12. Other expenses
	 1,100
	 1,000
	 -100
	-10%

	Total fixed costs 
	41,100
	 40,000
	 -1,100
	-3%

	
	
	
	
	

	13. Net profit / loss
	€3,400
	€16,000
	€-12,600
	-79%

	
	
	
	
	

	14. Food gross margin %
	64%
	69%
	-5%
	

	15. Bar gross margin %
	68%
	70%
	-2%
	

	16. Payroll as % of sales
	41%
	30%
	-11%
	









1. Sales – sales of Food and Bar are €11,000 behind budget this month, relating mainly to fewer customers





Action: Need to run promotion next month and improve our upselling skills 








3. Gross Margin - overall gross-margin is well down on budget, due to the drop in sales and slippage in mark-ups 





Action: need to examine our gross margin % in 14 and 15 below








11. Depreciation - depreciation is as budgeted - OK








15. Bar gross margin – down 2% 





Action: Bar Manager needs to identify reasons and implement solutions








10. Bank interest and charges - small saving in bank overdraft interest this period 








14. Food gross margin % - down 5% on budget





Action: Chef needs to identify reasons and implement solutions








13. Net profit / loss – net profit is down due to drop in sales and margins, as well as some increases in fixed costs 








12. Other expenses - overspend not material








8. Overheads - overheads are below budget by €4000 or 33%, due to securing rent reduction from landlord and changing electricity supplier








2. Cost of sales - cost of sales is out of line with % drop in sales - some slippage in mark-ups  





Action: need to examine our gross margin % in 14 and 15 below








16. Payroll as % of sales –both casual and full-time payrolls are well over budget





Action: need to watch deployment of staff and review employment contracts 








7. Staff costs (full-time) - full-time staff costs are more this month due to contract commitments





Action: need to review all full-time contracts








9. Advertising and promotion - advertising is over budget by €1,000





Action: need to ensure we are getting value for money on this








6. Contribution towards fixed costs and profit - due to reduced sales and disimproved margins, we have €11,500 less this month to cover our overheads and provide profit  








5. Other direct costs - additional crockery and glassware originally scheduled for later in year but bought this period 











4. Staff Costs - casual staff costs same as budget but should have reduced in line with sales
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