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THE FINANCIALS 
The bases of any business plan are the financials. This is where investors can evaluate the 
risk of the venture, and the potential that the venture will offer.  

 
The financials should offer the following information: 

How much  Start-up capital will the venture require and where will it come from 

• How profitable is the restaurant likely to be 

• What are the minimum sales required to breakeven. 

• When can the investors expect to get their investment back 

• What kind of Return on Investment (ROI) will this venture generate? 

Numbers can be presented to convey many messages, you may not have an accountants in 
depth knowledge of numbers but do not be intimidated, most is basic common sense. If you 
where to start with the basics and work up you will find a logical approach to the dilemma.  

Many people ask me how to validate any of the figures that are presented in potential Business 
Plans. The answer is simple I ask them to identify their closest competitor, in price bracket, 
service style, and position, I then I apply their models to that operation and verify the results. 

TRUST AND VERIFY. 
Just as street directories identify how to get from point A to Point B, Business Plans will also 
identify how to Manage from Start up to Business Maturity. It will also Identify and measure on a 
Daily, Weekly, and Annual Basis, the progress against your plans. 

 
 Business Plans are your “Map” if you will of the goals that you want to achieve. So Many 
Operators initiate businesses without properly establishing their business Goals.  

 

• Establish your goals and make sure they resonate throughout the Management team 

• Verify that you are on track with your goals, communicate daily, weekly Monthly 

• Don’t be intimidated to change the plans if the goals are not met. 

• Don’t write your plans and then put them on the shelf as an exercise in management. 
Use it or lose it. 

• Revisit the business plan every six months. 

 
START WITH THE END IN MIND 
 

Lets Kick off and use some Accounting Terms, And then tear them apart and see what we really 
mean.  
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Capital BudgetA Capital Budget is a detailed schedule showing all the various expenditures, 
construction, renovation, start-up, and pre-opening costs required to get a restaurant open for 
business . It is crucial that adequate budgeting is aligned with the aspirations of the business.  

Major Categories of a Capital Budget.  

Land and Building: If the operator of the business is intending to Purchase the building as 
opposed to leasing then this can be viewed from a different perspective when analysing a sales 
to investment ratio. In the capital budget the Land and Building should be listed as the actual or 
estimated costs, including inspection costs, sales commissions, finders fees etc. 

Leasehold Improvements. In some circumstances the landlord in an effort to attract particular 
tenants will negotiate to substantially improvement to  the facilities, in the way of Walls Ceilings, 
Plumbing, etc   

Bar and Kitchen equipment: Based on the menu and your anticipated turnover you will need 
to prepare a list of all glassware, equipment and Machinery that may be required to operate the 
bar, allow for replacements, setup costs, It would be advisable to draft a small equipment list 
and have this as a costing for the project.  Attach to the Appendix 

Bar/ Dining Room Furniture: Although specific criteria may be required for the Bar and Dining 
Room, do not eliminate the provisions that you can get from Auction Houses. Include an 
attachment to the appendix   

Professional Services: Understandably you will want to do as much as you can however 
certain design, Accounting, Legal, Council services will be needed, obtain quotes on the scope of 
services that you plan on having them perform 

Organizational Requirements: The Queensland State Government has a great site that helps 
you organize starting a restaurant or Café 
http://www.sdi.qld.gov.au/dsdweb/v3/guis/templates/content/gui_cue_menu.cfm?id=16 

This site filters through your structure and examines the legislative steps required to Start up a 
restaurant or Café. In addition on this website is a eight week check list of the managerial steps 
required to open a Restaurant. New Restaurant Opening manual is available from 
www.//Wellingtons.com.au  

Interior Finishes and Equipment  

This section includes interior items such as kitchen small-wares, artwork, décor, sound system 
POS and other similar items. 

Exterior Finishes & equipment 

Items such as Landscaping, exterior sign, parking lot and other similar costs are included in this 
category  

Pre Opening expenses 

Pre-opening expenses are standard operating expenses that are included prior to opening. 
Included are costs such as  

Food, Beverage, and general supplies needed for menu development, training and opening as 
well as utilities, interest expense uniforms marketing and payroll costs of management and staff. 

                                                 

 RestaurantOwner.com  
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Its common to hire the Chef or other management personnel from 1 to 2 months before 
opening, depending on the need for their involvement in the development and start-up activities. 
Hourly Staff normally begin training 1 to two weeks before opening 
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Working Capital and Contingencies 
Very few Restaurants are profitable in their first year of operation. Some restaurants that are 
successful today have taken quite a while to turn around. In Australia the first half of the year is 
predominantly splattered with Public Holidays and the GST reporting has a double whammy in 
March and April, so some provision should be made to cover possible operating deficits. 

Be prepared when profitability takes several months to achieve. 

It is also important to have contingency built into the Capital budget for cost overruns. There 
will always be surprises and unplanned costs when opening a restaurant, cover yourself by 
having a contingency equal to at least 5% to 10% of the total project cost. 
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PSM Detail

Square Footage / Seating 100   80   

0.00   0   0
Land
Building - Construction / Contractor Fees

LEASEHOLD IMPROVEMENTS 2,000.00   2,500   200,000
Construction Contract 300,000
Landlord Contribution -100,000

BAR / KITCHEN EQUIPMENT 1,250.00   1,563   125,000

BAR / DINING ROOM FURNITURE 325.00   406   32,500
Chairs 5,000
Tables 7,500
Counters 7,500
Booths 10,000
Other 2,500

PROFESSIONAL SERVICES 195.00   244   19,500
Architect & Engineering 7,500
Legal (lease & incorporation) 5,000
Project Consultant 2,500
Accounting & Tax 2,000
Name, Logo & Graphic Design 2,500

ORGANIZATIONAL & DEVELOPMENT 344.75   431   34,475
Deposits (utilities, GST, etc.) 3,000
Insurance Binder (property, casualty, liability) 4,225
Workers Comp. 1,500
Liquor License 5,500
Building Permits 2,500
Other Licenses & Permits 1,500
Power Deposits (gas, electric, water) 3,000
Change, Operating Banks & Petty Cash 1,000
Menus / Menu Boards 3,750
Lease Deposit 5,000
Travel, Research, Concept Development 3,500

INTERIOR FINISHES & EQUIPMENT 685.00   856   68,500
Kitchen Smallwares 12,000
Artwork & Specialty Décor 10,000
Security System 3,000
Music/Sound/Audio-Visual Systems 12,500
Cash Register / Point of Sale 20,000
Phone System 4,500
Office Equipment / Computer 2,500
Office Supplies 500
Interior Signs 1,500
Other 2,000

EXTERIOR FINISHES & EQUIPMENT 500.00   625   50,000
Landscaping 12,000
Exterior Signs & Decorations 15,000
Resurfacing 15,000
Parking Bumpers 4,000
Parking Lot Striping 2,500
Other 1,500

PRE-OPENING EXPENSES 1,395.00   1,744   139,500
Construction Period Utilities 4,000
Construction Period Building Lease 7,500
Construction Period Interest 2,500
Uniforms 1,200
Opening Inventories -

Food 10,000
Beer, Liquor & Wine 15,000
Paper 2,000
Retail Merchandise 0
Other Restaurant Supplies 5,000

Marketing -
Advertising 7,500
Public Relations 10,000
Opening Parties 7,000

General Manager 15,000
Chef / Kitchen Manager 10,000
Assistant Manager(s) 12,000
Employee Training 15,000
Admin. / Bookkeeping 2,000
Employee Benefits 3,000
Payroll Taxes 10,800

WORKING CAPITAL & CONTINGENCY 1,305.25   1,632   130,525
Working Capital 75,000
Contingency 55,525

TOTAL PROJECT COST $  8,000  $  10,000  $ 800,000

Personnel -

XYZ Restaurant
Capital Budget - Estimate of Contruction & Pre-Opening Costs

Per Seat TOTAL COST

LAND & BUILDING 
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SALES PROJECTIONS 
Projecting a REALISTIC and achievable sales volume is at the heart of every Restaurant 
Business. Nearly all of the restaurants expenses as well as the profit, cash flow and return on 
investment are driven by sales volume. 

To estimate sales volume in a “to be developed restaurant”, both the average check per guest 
and the guest count should be objectively analyzed and projected.  

In this sample The meal Periods are established by the monthly operational days the covers are 
estimated by the Av Check for both Food and beverage, to give total Food Revenue and 

Beverage revenue per meal period as well as a percentage mix of sales. This assumes that the 
price range of the menu for the meal periods supports the projected Av Check. 

 

Alternatively we can be more specific and itemize the Av price point. 

 

The Average Check here is established for Dinner, the same process should be done for 
Breakfast and Lunch. 

Total Revenue is established by Meal Period x Table Turns x seat Covers x Av Check  

Revenues Should be expressed as net of GST. 
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Banquet Sales can be averaged out over a number of months, however the figures should 
represent realistic outcomes. 

 

Hourly Labour Cost Percentages 
There is no short way of evaluating the cost of labour. You simply need to cost out a roster. 

To compensate for the intricacies of penalty rates and salaried positions utilize an average rate 
per hour, this is established by taking a payroll run and dividing it with the number of hours 
utilized for the week. 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Time Sheets, 
Labour Hours 
and Labour 
Costs all linked 
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Source Restaurant management system Links all three Spreadsheets, Time Sheets for Kitchen 
front of House and Bar 

 

 

Or alternatively you can summarize the labour hours and rates together. 

 

 

 

ASSUMPTIONS TO THE FINANCIAL PROJECTIONS: 

In a “yet to be opened” restaurant, a number of assumptions must be made in order to 
complete operating costs and expenses. This is where benchmarking is very handy; The 
Restaurant and Catering Operations report details some of these benchmarking statistics the 
last survey was completed in 2003 but the next one is due out in Late 2006. In this last survey 
in their table of 5-1 Details of Statement of income and expenses (all respondents) 

• Profit before tax comes in at 13.2% 

•  wages are at 29.4 %  
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•  and on Costs are 3.9%, 

•  food cost  comes in at 31.4% 

•  and Beverage cost at 37.6% ( realistic if you look at competing against Bottle shops and 
BYO’s) 

• Rent 6.2% 

I have some difficulty with these figures for a number of reasons; firstly these statistics 
incorporate restaurants with a turnover greater then 1 million, I normally like to evaluate 
business into three turnover brackets  

Those with a turnover of up to $500,000 

Those with a turnover of $500,000 to One Million 

Those with a turnover of One Million plus. 

 Rents are stated with no reference to square meters or cover count, the fact is that dinning 
establishments currently are becoming more economic with the utilisation of floor space for 
kitchen and Cover densities. This should be reported as part of the statistical reference as it 
reflects the trends in the differing economic units.  

In addition the Staff on costs does not reflect the compulsory 9% superannuation contribution 
introduced in 2004. 

For the sake of expediency if you were to adjust the current reported Profit result of 13% by 
9% to compensate for Super, COGS, Rent a profit result of 4% on turnover would be more 
realistic. 

In 1997/98, the Restaurant & Catering Industry statistics Project was conducted through 
Restaurant and Catering Australia, it was released in 1999.  The report was prepared by Dr 
Beverly Sparks, Ms Renata Tomljenovic, Ms Tess Collie, & Professor Richard Morey 
 
The report for its time, was the best that reflected industry trends, and I believe that R&C 
Australia continue to collect statistical data, however I have not found any recent reports 
that have been released,( 2003 was the last) and the updates that have been provided with 
the recent census seem to be an adjustment rather than any reflection on actual figures in 
the work place. 
 
I have attached these for your reflection some Statistical reflection from The 2003 
Adjustments I have included A Third Column which reflects the true computations as for the 
life of me I cannot fathom how these where balanced.  
 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Management Salaries 

With margins as tight to reflect a 6.82% Profit Margin management salaries should reflect 
Industry requirements rather than inflated salaried positions. I would recommend establishing 
a base salary with a Bonus scheme built in, make sure the bonus is not impossible to achieve 
and that it is paid on a regular basis. 
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Other expenses such as  

• Employee Benefits 

• Direct Operational expenses 

• Music and entertainment 

• Marketing 

• Utilities ( Gas electricity water) 

• Administration 

• Repairs and Maintenance  

These expenses should be linked to the P&L as a percentage of sales by benchmarking your 
restaurant style to those in a bench mark survey. 

Annual Operating Projections (Detail) 
The detailed Operating Projection is automatically generated from the sales projections, Hourly 
labour Projections, and operating assumptions worksheets.  

Sales are net of GST 

The Key ratios are Prime cost (i.e. Food Cost beverage Cost and Labour Cost inc Benefits) and 
controllable Profit 

In a table service restaurant the Goals is to have a Prime Cost of 65% or less with a gross 
margin of 35% 

The summary of the annual Operating Projections may be preferred over the detailed Projections 
as it is easier to cut to the bottom line. 
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The Annual Operating Summary 
The Annual Operating Projection summary may be preferred to the detailed projection as it 
contains all relevant information in one page.  

The Key Benchmark percentages are indicated as well as sales to investment ratio. The higher 
the projected level of sales compared to the total start-up costs the greater the venture has for 
success.  This summary has to be linked back to the projection detail and you must be able to 
substantiate and validate these figures. 

 

 

 

  

 

 

 
 
 
 
 
 
 
 
 
 
 


