Service Financials
















Tools for Profitable Service

* [ncome statement
* Balance Sheet
* Accounts Receivable
* Warranty Parts Credits
* Cash Flow Statement
* Budgets
* Inventory Turns

ovnitt



* |f we made or lost money
e To determine our CODB
 To set Service Rates




How do
you set

appliance
prices?
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Appliance Retail =

Cost Margin

*®

Or we use
MAP, URMP
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How do
you set

Service
rates?
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You can’t set service rates
without knowing your hourly

cost to operate your service
business




Service Rates =

Tech wage Overhead Profit Efficiency

2 2 . 2 x =
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Cost of
Doing
Business
Calculator

Download from Backroom
Or
CODBCalculator.com




Income Statement or
P&L:

shows a company's
revenues, expenses and
profitability
over a period of time.

|




Why do | need a
Profit & Loss Statement

* to answer questions about your business strategy:

* Do | have enough revenue to cover my costs and
expenses?

* Do | have a high return on investment for my expenses?

* insights about the details of your day-to-day operations:

* Your gross margin (ratio of your costs of goods sold to
revenue)

* Your top spending categories
* Where you can reduce your spending


Presenter Notes
Presentation Notes
At its most basic level, a profit and loss statement shows if your business is profitable and if your business model is sustainable. If you have a profit, it means that your business is earning more than it spends. If you have a loss, it means your business is spending more than it earns.


Don’t have Service P&L ?
Create one.

Use % of service to business
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Balance Sheet

D

“book value”
of an organization, as
calculated by subtracting all
of the company's liabilities
and shareholder equity from Q
its total assets.

A snapshot at any given time.

e




Outstanding warranty parts credits
are an assert

Record them as such in your
accounts receivables

ovnit



Why do | need a
Balance Sheet?

» operational management,
the balance sheet provides insights

 cash needs to be collected, - AR

* Inventory managed, - Turns
* bills paid, - AP


Presenter Notes
Presentation Notes
At its most basic level, a profit and loss statement shows if your business is profitable and if your business model is sustainable. If you have a profit, it means that your business is earning more than it spends. If you have a loss, it means your business is spending more than it earns.


Cash Flow Statement:

Cash received. Income from
sales, loan proceeds, or interest
Income.

«Cash paid out. This includes
iInventory and other purchases,
payroll, rent, utilities, taxes, loan
payments, and more.

*Subtract cash paid out from cash
received, and you have your cash
position for the end of the
month.



Budget Basics

A budget is an estimation

of revenue and expenses over a
specified future period of time and is
usually compiled and re-evaluated on
a periodic basis.

2 Investopedia

Estimate

Revenue & Expenses
Future Time Period
Re-evaluated

W e



https://www.investopedia.com/terms/r/revenue.asp
https://www.investopedia.com/terms/e/expense.asp

Technician Budget or Quota

An estimate of technician sales for following year

>
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The sales Budget becomes
basis for tech Scorecard

T

KPIs measured ]

Sets expectations well in advance



Balance Sheet

D

“book value”
of an organization, as
calculated by subtracting all
of the company's liabilities
and shareholder equity from Q
its total assets.

A snapshot at any given time.

e
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Inventory Turns — Stock Turns —
Stock Turnover

Inventory turnover is a ratio that
measures the number of times inventory is
sold or consumed in a given time period.

The inventory turnover formula is

calculated by dividing the cost of goods
sold (COGS) by average inventory.
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*Determine the total cost of goods sold (cogs) from your annual
income statement.

*Calculate the cost of average inventory, by adding together the
beginning inventory and ending inventory balances for a period and
divide by two.

*Finally, divide the cost of goods sold (cogs) by average inventory




Turnover to measure performance
overall efficiency of a business

Parts Inventory Turns

* higher turnover indicates - better performance - not | High 5-6 Turns
overspending replenish cashflow
* lower turnover, inefficiency overstock incurring Low 1-2 Turns

carrying costs eats cash reserve

But there’s an exception.

An exceptionally high turnover rate may point to strong
sales or ineffective buying, ultimately leading to a loss in
business as the inventory is too low. This can result in
stock shortages and, eventually, lower sales.
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What caused the shortage of repair parts, and when will it end?
Should warranty service be profitable for SSDs? Yes or no, why?

1-800 tech support lines are essential but wait times are
unacceptable. What is your company doing to improve this vital
service?

SSDs are often not recognized as authorized by manufacturers' CS
call centers. Would you consider a dedicated number for SSD to
call for assistance on warranty calls?

Factory training too is essential. When will your company return
to in-person, if not virtual technical training?

The warranty process in America is laborious and inefficient. Are
you taking steps to improve it? Would your company consider a
one-pay parts and labor reimbursement system?

Fist Call Completes are essential to customer satisfaction and
service profits. Repair parts play a significant role in the repair
cycle time. Having the proper inventory is a challenge for all.
Would your company consider a repair parts program beneficial
to all, such as the ability to exchange old parts stock for new?

What advice can you offer to help SSDs in their annual warranty
rate negotiations?




1.
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Service Resources

Facebook groups
BrandSource Service Dealer
Appliance Alliance
Appliance Pro Talk
United Servicers Association
Professional Service Association
Chat USA - $199/Yr.
Appliantology.org - S297/Yr.
YourSourceNews.com & ServiceSource Newsletter

Brand Source Service Play Book

Brand Source Service Scorecard

The Expert Service Program
Appliance Service Training Institute ASTI & NASC
YouTube - Free

10. ApplianceVideo.com - $39.99/Month



Presenter Notes
Presentation Notes
Back in the late 80’s I would call around to competition 
Most CEOs and CFOs add an arbitrary dollar amount and hope for the best


Paul MacDonald

647-500-7785

Paul.m.macdonald@pmdgroup.ca

wWww.expertserviceprogram.com

SERVICE
S72URCE
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