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Understanding Your Profit & Loss Statement
A quick guide to reading your most important financial report




1 What Is a P&L?

Your Profit & Loss statement — also called an income statement — is a snapshot of your business's financial performance over a specific period. It answers one essential question: Did your business make money? Think of it as your financial report card.

2 Why It Matters

1. Spot trends — See whether revenue is growing or expenses are creeping up over time.
1. Make smarter decisions — Know exactly where your money goes so you can plan ahead with confidence.
1. Stay loan-ready — Lenders and investors will ask for this report — be prepared when they do.

3 The Key Components


	Component
	What It Means

	Revenue (Sales)
	The total money your business earned from selling products or services — your "top line."

	Cost of Goods Sold (COGS)
	The direct costs to produce what you sold — materials, labor, supplies.

	Gross Profit
	Revenue minus COGS. This shows how much you keep after covering production costs.

	Operating Expenses
	The costs of running your business day-to-day — rent, utilities, payroll, marketing.

	Net Income
	The bottom line. Revenue minus ALL expenses. Positive = profit. Negative = loss.




	Revenue – COGS = Gross Profit   →   Gross Profit – Operating Expenses = Net Income




4 How to Read It — Step by Step


	1.
	Start at the top — Check your total Revenue. Is it growing compared to last period?

	2.
	Review your COGS — Are production costs staying proportional to sales?

	3.
	Check Gross Profit — A healthy gross margin means your pricing is on track.

	4.
	Scan Operating Expenses — Look for unexpected spikes or categories growing too fast.

	5.
	Land on Net Income — This is your bottom line. Positive? You're profitable. Negative? Let's talk strategy.




Questions about your P&L? We're here to help you make sense of every number.
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Clarity in Every Line





