
00:00:05 Welcome back now we get into your profit and loss statement, and I really love 
this part because it was so confusing for me to understand my profit and loss statement when I 
was first in business. And it's really doesn't need to be that hard, but it is when you don't 
understand it. So your profit and loss statement also known as your P and L is an incredibly 
important report for you to review every single month that you are in business. 
 
00:00:34 Now, you might already know that, but you may not know how to review it, or you 
may not even be getting a P and L that is revealable each month. I knew I was supposed to be 
reviewing my P and L in the early years of my business and my bookkeeper even put one on my 
chair every month, but I had no idea what I was supposed to be looking at. 
 
00:00:52 So I glanced at it, threw it in the trash. Now I know that my PNL wasn't even set 
up in a way that would have the numbers organized so that it would even be valuable for me, 
because I didn't know what to ask for or how to explain what I didn't know or needed to know. 
But now you will watch this video with Parker Johnson of evolved finance, 
 
00:01:15 walking through a P and L a sample P and L, and so much is going to make 
sense to you. How to think about and record profit distributions, what to do if you accidentally 
use your business account or credit card to pay for personal items, and how to think about 
business expenses that are owner benefit, deductible expenses that you would pay for 
personally, 
 
00:01:37 if you didn't have a business and begin to see just how easy it can be to look at 
the right numbers, read your PNL and get financially literate. So you can review your P and L 
every month and even start to look forward to it. The P and L is the most important financial tool 
or financial report that any entrepreneur should be utilizing within their business. 
 
00:02:02 The reason it's so important is because with this one report, for any period of 
time that you have financial data for, you can see how much money the business was 
generating how much money the business was spending and how profitable the business was 
during that time. As easy as this concept may seem, it can be an intimidating experience for 
entrepreneurs to take a look at their profit and loss statement. 
 
00:02:26 For the first time, the report has a lot of numbers on it. It seems like it's a pretty 
long report. So it can be a little scary to try to dive in and understand what's going on, but really 
once you take a look at it and understand how it's put together, it's a really simple report to 
analyze and take a look at. 
 
00:02:45 And as I've been saying, can just be so valuable to help you make decisions for 
the business set goals for the business, as well as just help you to be prepared for tax season. 
That's why in lesson one of this module, module three we're to be looking at the PNL in its five 
basic sections. Now I know that may seem like a lot, 
 



00:03:07 but I can assure you, these concepts are really simple. And if you've already built 
a business, that's generating revenue, which is probably why you're taking this course anyways, 
I can assure you, you are capable of understanding what we're going to be explaining in this 
module. So let's jump into the profit and loss statement, and let's learn more about how it's set 
up in order to create bite sized chunks for this first lesson. 
 
00:03:32 We're not showing you the full profit and loss statement yet. What you're looking 
at are going to be sections of a profit and loss statement. Again, this is just making it a little 
more bite sized. So you're not looking at the report in its entirety and feeling overwhelmed by it. 
So when you look at a profit and loss statement, the first thing you're going to see at the top of it 
is going to be the income section. 
 
00:03:53 The only thing I really want you to focus on right now is where it says total 
income, $230,000 for this P and L example, the business did 230 grand for the entire year. Now 
I know there's some other numbers above it. And those all total, the $230,000, it's essentially 
each revenue stream, but we're going to talk about that a little more in lesson two for now, 
 
00:04:15 just know at the top of every P and L they're going to show you how much money 
the business generated, and that's going to be your total income. The next section on the P and 
L is called cost of goods sold or cogs for short. This is the part of the PNL where you would put 
any expenses directly related to the production of your product or to the sales of your service. 
 
00:04:38 For the sake of lesson one, we're not going to dive into cogs yet. Just know that 
for our business example, this business did not have any cogs. And that's fairly common for 
most online businesses with a few exceptions, just because most online businesses, aren't 
creating a physical product. So cost of goods sold. Isn't really a part of the PNL that needs to be 
utilized because of that. 
 
00:05:04 Once you have your income and your cost of goods sold, you can now calculate 
your gross profit and gross profit is simply income minus your cost of goods sold. So for our P 
and L example that you see on the screen here, your total income is $230,000, but because 
cost of goods sold is $0. Gross profits stays the same at $230,000, but let's say you had 
$30,000 worth of cogs for the year. 
 
00:05:33 Well, then that just means you'd take your $230,000 of total income subtract the 
$30,000 worth of cogs, which would then leave you with $200,000 of gross profit. Instead after 
gross profit, you get into the portion of the PNL where all of the expenses are categorized. So 
the expense portion of the profit and loss statement tends to be the largest part of the 
statement, 
 
00:05:59 just because there's so many different types of categories. Now you can see on 
the left-hand side of the screen, we tried to capture the entire expense portion of our example, P 
and L, but obviously there's a lot there. So you can't really see all them in great detail, but we 



zoomed in on a specific portion of it, just so you can see that we have our main categories. 
 
00:06:19 Like we discussed in module. One, things like marketing, things like office 
expenses, things like meals and entertainment, but some of these, these main categories have 
subcategories underneath them. So that way, it just helps you to keep track of some of these 
items a little more closely while still seeing them relative to the main category. We'll talk more 
about the categories in lesson two of this module, 
 
00:06:45 but for now, just know that this part of the PNL, the goal of it is for you to see all 
the different expenses that are happening in your business, as well as coming up with a total of 
all your expenses to help us find the profitability of your business. Speaking of profitability, the 
last portion of the P and L is your net income. 
 
00:07:07 This is your profit. This is what you're working for. Essentially your net income is 
the money you have leftover after you've subtracted, your cost of goods sold and all of your 
expenses from your total income. So if you remember, the gross profit for this business was 
$230,000. And we got to that number by taking the total income and subtracting the cost of 
goods sold. 
 
00:07:31 Again, there was no cost of goods sold. So the gross profit ended up being the 
same as the total income. So now that you can see the total expenses at the bottom here of 
130, $8,644, if you subtract that from the $230,000 of gross profit, that's how we get to the net 
income number of $91,356. If we look at this strictly from a formula standpoint, 
 
00:07:56 it gets even simpler. So essentially we take the amount of money, a business 
makes, which is the income. We subtract all of the cogs out from it, which again, for online 
businesses will not be very common. So it's probably not going to be a very large amount for 
your business. When you subtract the cogs from your income, you get your gross profit. 
 
00:08:15 Once you get your gross profit, you then subtract all of your expenses that 
happen in the business. Again, that's your marketing, your meals and entertainment, your 
software, all those types of expenses and the resulting amount is your net income. Oh, all right. 
Well, you guys made it alive. You guys are still hanging in there with me, 
 
00:08:35 please. No, you're not doing any of the math here. Your books, keeping software 
is going to be doing the adding and subtracting is just important that you guys understand why 
those numbers are there on the P and L and understand the math behind it. Which again, as 
you've been able to see, we're just taking your revenue and subtracting your expenses from it to 
see what's left over and hopefully for you. 
 
00:08:59 There's lots of money leftover anyways, gang. Thank you so much for kicking 
button. This first lesson, let's jump over to lesson two. 
 


