
Reviewing the P&L Statement: 
7 Quick Steps
Unlocking deeper insights into your financial performance, driving 
strategic decisions, and maximizing profitability.



Understanding the Importance of Regular P&L Review
Proactive Management

Identify potential issues before they 
become major problems.

Informed Decisions

Gain insights to make data-driven 
choices.

Performance Optimization

Maximize profitability by identifying 
areas for improvement.



Step 1: Gather All Relevant 
Financial Statements

Income Statement
Show your revenue and 
expenses.

Balance Sheet
Summarize your assets, 
liabilities, and equity.

Cash Flow Statement
Track cash inflows and outflows.



Step 2: Analyze Revenue 
Trends and Patterns

Growth
Identify periods of strong growth.

Decline
Understand factors leading to 
revenue dips.

Seasonality
Analyze seasonal fluctuations.



Step 3: Examine Expense 
Categories and Variances

1 Cost of Goods Sold
Raw materials and manufacturing costs.

2 Operating Expenses
Rent, utilities, salaries.

3 Marketing and Advertising
Promotion and branding costs.

4 Research and Development
Innovation and product development.



Step 4: Calculate Key Financial 
Ratios and Metrics

10%
Gross Profit Margin

Profit per dollar of revenue.

$25K
Net Income

Profit after all expenses.

1.2
Current Ratio

Short-term liquidity.



Step 5: Identify Areas for 
Improvement or Cost Savings

1
Negotiate Supplier Contracts
Reduce material costs.

2
Optimize Production Processes
Streamline operations.

3
Implement Automation
Reduce labor costs.



Step 6: Develop an Action Plan for Financial 
Optimization

1
Prioritize Actions
Focus on the most impactful changes.

2
Set Realistic Goals
Define achievable targets.

3
Establish Deadlines
Create a sense of urgency.



Step 7: Continuously Monitor and Adjust the P&L 
Strategy

1
Track Progress
Monitor key metrics.

2
Analyze Performance
Identify areas for adjustment.

3
Refine Strategy
Adapt to changing conditions.



Need More Help?
Schedule a FREE Consultation with TMD Accounting today to get personalized guidance and expert advice for managing 
your business finances in South Jersey.

Ì Call Us at (856) 228-2205 or Visit Our Office in Gloucester County to learn more!Click here

Learn more

https://tmdaccounting.com/contact-us/

