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THE FOUNDATION

What is a P&L; — and why should a CoS care?

A Profit and Loss statement is the single most important financial document a Chief of Staff needs to understand. It
tells the story of how a company earns money, what it costs to earn that money, and whether anything is left over.

For a CoS, the P&L; is not about accounting — it's about accountability. Every initiative you help design, every
headcount decision you facilitate should have a traceable path to this document.

The P&L; in plain English

Revenue Money coming in from customers

Cost of Revenue (COGS) What it costs to deliver the product or service
Gross Profit Revenue minus COGS

Operating Expenses Sales, Marketing, R&D;, G&A;

Operating Loss / EBITDA The core profitability signal

Net Result The true bottom line after everything
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ILLUSTRATIVE SCENARIO

TrackFlow — a B2B SaaS company at an inflection point

TrackFlow is a B2B SaaS company offering a supply chain visibility platform. After raising VC and posting strong ARR
growth, the cost structure of an acquisition collided with decelerating new business.

Annual Recurring Revenue Net Loss (Year 2) Equity Remaining Rule of 40

$19M
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YEAR-OVER-YEAR ANALYSIS

The income statement — two years side by side

Line ltem

Subscription Revenue (ARR)
Professional Services

Total Revenue

Hosting & Infrastructure
Customer Support & Success
Total COGS

Gross Profit

Gross Margin %

Sales & Marketing
R&D;
G&A;

Total OpEx

Operating Loss

Net Result

Year 1

$16.2M

$1.1M

$17.3M

$1.8M

$3.2M

$5.0M

$12.3M

71%

$7.1M

$5.4M

$3.0M

$15.5M

-$3.2M

-$3.8M

Year 2

$18.9M

$0.9M

$19.8M

$2.4M

$4.9M

$7.3M

$12.5M

63%

$8.8M

$7.2M

$4.2M

$20.2M

-$7.7M

-$9.4M

Change

+$2.7M

-$0.2M

+14%

+$0.6M
+$1.7M
+46%
+1.6%

-8 pts

+$1.7M

+$1.8M

+$1.2M

+30%

-$4.5M

-$5.6M

Signal
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THE COS TOOLKIT

Questions to open your leader's eyes

On Revenue Quality

1. What percentage of our ARR is at risk of churn in the next two quarters?
2. Our subscription revenue grew 14% — but what was net revenue retention?

3. Professional services declined. Is onboarding faster, or fewer customers starting?

On Cost Structure

1. Personnel costs grew 20% — where did those headcount additions go?
2. Gross margin dropped 8 points. Is that structural or temporary?
3. S&M; spend went up $1.7M. What incremental ARR resulted?

4. What is our fully-loaded cost per customer, year-over-year?

On Balance Sheet & Runway

1. We consumed $9.3M of equity in 12 months. When do we exhaust capacity?
2. Liquidity ratio is 53%. What is cash position for the next 90 days?

3. The board changed composition. Was that planned or a signal?

On Strategic Direction

1. Rule of 40 is negative. What's the path to above 40?

2. If we presented to a buyer today, what are their first three objections?

3. What would need to be true for breakeven without a capital raise?
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CROSS-FUNCTIONAL FLUENCY

Questions to ask across the C-suite

CFO
» Gross margin dropped 8pts — delivery or pricing problem?
» Cash runway at current burn rate?

* Fixed vs variable OpEx?

CRO
» Missed ARR targets — pipeline, conversion, or retention?
» CAC payback period?

» Expansion vs new logo ARR split?

CPO
» Which features tie to ARR expansion or churn reduction?
* Integration vs net-new engineering time?

» Product decisions that increased COGS?

CTO
* % of R&D; on tech debt vs new product?

* Running two infrastructure stacks?

« Infrastructure cost per customer trajectory?

CPO (People)
 Personnel cost growth breakdown?
* Voluntary attrition by function?

* Post-acquisition role duplication?

CMO

* Pipeline-to-ARR conversion on incremental spend?

* Lowest CAC channels?

 Impact of product consolidation on inbound?
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THE EMERGING STANDARD

SaaS vs. Al-Native: when the metrics look different

Metric Traditional SaaS Al-Native TrackFlow
Gross Margin 70-80%+ 50-65% 63%
Revenue Growth 30-50%+ 50-200%+ 14%
NRR 110-130% 120-160% Est. <100%
Rule of 40 40+ Negative OK early Well below O
CAC Payback <18 months Varies Untracked
Burn Multiple <1.5x 2-4x Est. 3.5x+
REFERENCE

Key Glossary Terms
ARR — Annual Recurring Revenue — the heartbeat of a SaaS business
COGS — Direct costs of delivering the product
Gross Margin — Gross Profit + Revenue — healthy SaasS is 70-80%+
EBITDA — Core operating profitability before interest and taxes
Rule of 40 — Growth Rate + Profit Margin — above 40 = healthy
NRR — Revenue retained from existing customers after churn and expansion

CAC — Total sales & marketing cost to acquire one customer

Burn Multiple — Cash burned + Net New ARR — below 1.5x is efficient




