
FAQs About Reading and Using a P&L Statement 

1. "Do I need to be an accountant to understand a P&L?" 

o Answer: No! While accountants can provide helpful insights, anyone can 
learn to read a P&L. Think of it as a simple story about your organization’s 
finances: where your money comes from (revenue) and where it goes 
(expenses). Tools like QuickBooks and free online tutorials can make the 
process even easier. 

2. "How often should I review my P&L statement?" 

o Answer: Monthly reviews are ideal for catching trends and addressing 
potential issues early. Smaller organizations can review quarterly, but regular 
monitoring helps you stay informed and prepared. 

3. "What should I focus on first when reading a P&L?" 

o Answer: Start with the "bottom line" (Net Profit or Loss). Then work backward 
to analyze revenue streams, costs of goods sold, and operating expenses. 
This approach helps you prioritize the areas that need the most attention. 

4. "How do I know if my operating expenses are too high?" 

o Answer: Compare them to your industry benchmarks or historical data. If 
operating expenses consume a significant portion of your revenue (typically 
more than 30-40%), it’s worth auditing these costs for potential savings. 

5. "What’s the difference between Gross Profit and Net Profit?" 

o Answer: Gross Profit is the money left after subtracting the cost of goods sold 
(COGS) from revenue. Net Profit, on the other hand, is the amount remaining 
after all other expenses, including operating costs and taxes, are deducted. 
Net Profit gives you the true picture of profitability. 

6. "Can a P&L statement help with fundraising or grants?" 

o Answer: Absolutely. A well-prepared P&L demonstrates financial 
transparency and efficiency, which builds trust with donors and grantmakers. 
It shows your organization’s ability to manage funds responsibly and meet 
financial goals. 

7. "How can I improve my net profit if my revenue is fixed?" 



o Answer: Focus on reducing unnecessary expenses, renegotiating contracts, 
and improving operational efficiency. Small, consistent savings across 
different areas can have a significant impact on your bottom line. 

 


