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How do I calculate profit?

This Profit and Loss Account example shows the various elements that are included when calculating profit. 
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Profit and Loss Account: Restaurant Example
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	1.
	Sales
	

	
	Food
	  700,000

	
	Bar
	 350,000

	
	
	 1,050,000

	2.
	Cost of sales
	

	
	Food
	 280,000

	
	Bar
	 125,000

	
	
	 405,000

	3.
	Gross margin 
	

	
	Food
	 420,000

	
	Bar
	 225,000

	
	
	 645,000

	
	
	

	4.
	Staff costs (casual, seasonal)
	 100,000

	5.
	Other direct costs 
	 10,000

	
	
	

	6.
	Contribution towards fixed costs and profit
	 535,000

	
	
	

	
	Less Fixed costs:
	

	7.
	Staff costs (full-time)
	 250,000

	8.
	Overheads
	 150,000

	9.
	Advertising and promotion
	 20,000


	10.
	Bank Interest and charges
	 30,000

	11.
	Depreciation
	 25,000

	12.
	Other expenses
	 10,000

	
	
	

	
	Total fixed costs
	 485,000

	
	
	

	13.
	Net profit / loss
	€ 50,000

	
	
	

	
	
	

	14.
	Food gross margin %
	 60.0%

	15.
	Bar gross margin %
	 64.3%

	16.
	Payroll as % of sales
	 33.3%





1. Sales – income you take in from sales of food and beverages (excl. VAT)








2. Cost of sales – cost of food and other ingredients and of beverages, eg wine, beer, spirits, non-alcoholic (excl. VAT) 








3. Gross margin – sales less cost of sales, ie the direct profit you make by putting a mark-up on your food and beverage purchases








4. Staff costs (casual, seasonal) – costs of additional pay when you increase your staff numbers at busy periods, eg casual/seasonal staff, or overtime payments 








5. Other direct costs – crockery, glassware, linen and laundry and other outgoings directly related to the service of your customers








6. Contribution towards fixed costs and profit – once your sales income has covered the direct costs of providing your service, the remainder pays for your fixed costs and what is left over is your profit








7. Staff costs (full-time) – pay cost of the core staff needed to operate your restaurant





8. Overheads – costs incurred irrespective of the level of business done, eg rent, rates, electricity, heating and insurance








9. Advertising and promotion – expense of promoting your business, such as brochures, advertising and website maintenance (excl. VAT)








10. Bank interest and charges – interest and charges on bank overdrafts, loans or equipment leases





11. Depreciation – amount that the value of equipment or other assets reduces by in the year (calculated as a percentage of the original purchase price)








12. Other expenses – other outgoings not included in the above headings





13. Net profit / loss – Sum of Sales less all direct and fixed costs. This is the amount that the business has left over for personal drawings, repayment of loans or investing in new equipment, furniture or building extensions.








15. Bar gross margin % - bar gross margin expressed as a percentage of bar sales helps you monitor your control over bar costs and drinks pricing








16. Payroll as % of sales – casual/seasonal and full-time staff costs expressed as a percentage of sales measures how efficiently you manage pay costs








14. Food gross margin % - food gross margin expressed as a percentage of food sales helps you monitor your control over food costs and mark-ups
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