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Enterprise Mapping

Select diverse enterprises based
on their market context and
sales performance for in-depth
research

Exploratory Research

Understand enterprises’ contexts
and operations to customize
tools and research
questionnaires

Enterprise Viability & Sustainability Diagnostic Toolkit Modules

Understand current
performance

Profit & Loss Statement
Preparation

statements with revenues, costs,
and resulting profits to support
analyses
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Profit & Loss Statement
Analysis

Analyze P&L statements using
financial ratios to enable inter-
enterprise comparisons

Enterprise Classification

Categorize enterprise based on
revenue and profit
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Identify factors to
improve viability

Gross Margin Variance
analysis

Identify the profit drivers that
differentiate performance among
enterprise categories

Strategy ldentification

Identify the strategies that
improve profit of enterprises in
different contexts

Assess sustainability

Financial Independence
Assessment

Assess enterprises’ ability to
meet recurring future financial
investments independently

Operational Independence
Assessment

Assess enterprises’ ability to
operate independently in future
market conditions

Return on Capital Employed
Analysis

Compute returns from sanitation
relative to other opportunities
available to the entrepreneur
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Obijective of this document

Intended outcomes
This document is intended to help MBS programs:

e Appreciate the need for a profit & loss (P&L) statement to compute profits of sanitation enterprises
e Understand the various components of a P&L statement and computation methods for each component
e Learn the preparation of a P&L statement using the accompanying template

Value for MBS programs

e Offers insights on an enterprise’s financial performance, which differs across enterprises due to
variations in the underlying product types, volumes sold, prices charged, and costs incurred; few MBS
programs track enterprise performance metrics beyond sales volumes

e Enables comparative evaluation across enterprises, identification of causes for variations in
performance, and recommendations for corrective strategies to improve profitability

e Required for accurate analysis since sanitation enterprises rarely maintain records of financial data
and entrepreneurs’ overall estimates of revenues, costs, and profits are prone to error



Additional references

This document is meant to be used along side two other documents that are part of this module:

e Profit & Loss Statement Template: A Microsoft Excel template that allows MBS programs to enter
financial data of sanitation enterprises to generate a P&L statement; this document refers to the

template at several instances to explain the preparation of the P&L statement
e Profit & Loss Statement Analysis: A PDF guide which helps MBS programs analyze the information

that is generated by constructing a P&L statement

Note:The methods in this document are intended to offer practitioners with guidance rather than a strict model to
follow. Practitioners are encouraged to adapt the methods or consider other approaches for their contexts.
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£ )How to use this document?

MBS programs interested in constructing P&L statements for sanitation enterprises are recommended to
use this guide and the accompanying materials as follows:

e Read this document to get familiar with the components required to prepare a P&L statement

e Refer to the Data Requirements document of this module for a comprehensive list of data required to
prepare P&L statements

e If some or all of the data required is unavailable, refer to

— The Enterprise Mapping document of the Understand Current Performance module for guidance on
selecting enterprises for interviews

— The Sample In-Depth Research Interview Guide for Entrepreneurs of this toolkit for questions to ask
entrepreneurs to gather data for constructing P&L statements

e Conduct field research by interviewing entrepreneurs

e Use the guidelines provided in this document and the associated template to prepare P&L statements
for the enterprises interviewed



Profit & Loss Statement — Basic structure & concepts

Profit and loss statement subtracts expenses from revenue to arrive at a profit or loss for the
enterprise.
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@ Profit & Loss Statement — Accrual accounting

The P&L statement as described is based on accrual accounting — the conventional accounting
system in which revenue is recognized during the period when it is earned and expenses are
recognized during the period when they are incurred, irrespective of cash received or disbursed
during the same period. By contrast, cash accounting helps understand an enterprise’s financial
liquidity whereas accrual accounting determines profitability—the primary metric of viability.

lllustrative cash accounting vs. accrual accounting calculation

0 Cash accounting

The expense is recorded in
the P&L statement, as the cash
for the expense is paid during the

P&L statement period

The sale is not recorded in
the P&L statement, as the cash
for the sale is received after the
P&L statement period

Year |

a Accrual accounting

* & 7

Year 2 Year 3

The expense is recorded in
the P&L statement, as it
incurred during the P&L
statement period

¥ )

Year 4

The sale is recorded in the P&L
statement, as it is earned during the P&L
statement period (even though cash is
received after the end of the period)

x % ¥

Year |

P&L statement

; ‘ Toilet sold
duration

Year 2 Year 3

* )

Year 4

‘ Expense incurred * Cash received for sale * Cash paid for expense



@ Profit & Loss Statement — Apportioning expenses to sanitation

Since sanitation enterprises are often run alongside entrepreneurs’ other business lines, some
resources are shared among the business lines. In such cases, shared expenses are apportioned
to the sanitation enterprise based on its percentage contribution to the entrepreneur’s overall

revenue.!
lllustrative apportioning calculation
Entrepreneur
Total revenue: USD 100
[ - W o N ¥ |
| : (i | Other business : : : : : : :
I I DDDD i lines :I:I:I:
! Sanitation enterprise I House construction Brick manufacturing
I\ Revenue: USD 40 ! Revenue: USD 40 Revenue: USD 20
/
= o — . & T O O, A, AL, AL, R, PR

To prepare the sanitation P&L statement:
All expenses (such as, depreciation and repair) related to the

Similar to common truck, other

common truck will be apportioned to the sanitation enterprise o
: ; L . resources (such as, utilities and
in the ratio of contribution of sanitation revenue to total revenue . et ey e e Satiae) bt
of the enterprise!, i.e., 40% [as USD 40 (Revenue from o Y

sanitation ) + USD 100 (Total revenue)] Common truck used business fines

across 3 business lines

I. While there are other methods of apportioning shared resources, such as using asset utilization by various business lines. However, gathering data on utilization is often challenging.
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=5 | How to use the P&L statement template!

This document should be read with the Microsoft Excel template that allows MBS programs to
enter the financial and operational data of a sanitation enterprise to generate a P&L statement.
The template is included in the Understand Current Performance module.

Intro sheet of P&L statement template

P&L statement template for each enterprise

S 4 U SAl D Profit and Loss (P&L) statement template

FROM THE AMERICAN PEOPLE

[Pree. = dL HPaL Task Order number AID-
0AA-TD he ite Ol AI0-0
Tetra Tech C: Woris 51ael, Project Direstor < 1@ ashpal
Jett Fr i,
Dffice Address:
1320H. Courthouse Rosd, Suite B00, Aingron VA 22201
Tel: 703-367-2100 F axc 703-414-5593
ww tetiatech, td

Intro sheet

- — — Navigation
Intro Overview Definitions P&L 1
sheets

—

P&L statement
template

Acme]
Date of interview 31-Dec-18|
Start date of P&L statement 1-Jan-18|
End date of P&L statement 31-Dec-18|

Enterprise
details

4.400.0|
o4

2.181.7

6500
900
102.3]
14783
34%
9 expe
Transport for delivery 3
Land rent 1
Utlliies
Marketing )
Marketing
Repairs 3
Bad debts 1
Depreciation 1
(Operating profit 8265
Operating margin 19%
Other expenses
Interest
Net profit 7411
Netmargin 17%
(Cash net profit 7539
Netcash margin 17%

Calculated
P&L
statement

2%

Revenue from related services

Cost of goods sold
Raw Material costs

Direct Labour costs

Transport (raw material procurement costs)

Template to
calculate each line
item of the P&L
statement
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How to use the P&L statement template!?

In the section for user to enter

Headings

financial information, all P&L

statement line items have been

organized at different heading
levels to make the template

E=E]

[
easler to use
49 | Navigation
50L1 L2 L3
51
52
53
54
55
56
57
58
59
60
61
6
LD
64
65
66
67

+ 74

+ 81

+ 88

| indicates that
it is the first

line item of the

P&L statement

Level 1.1-1.14
are sub-
headings within
the No. | line
item

Grouped rows

e Certain rows in the template
have been grouped together to
make the template easier to use

67 11 Revenue from sales of Toilet Package 1
Revenue from sales of Toilet Package 2
1.3 Revenue from sales of Toilet Package 3

Revenue from sales of individual components

Example of Grouped Rows
from Number 67-74

e These rows can be grouped /
ungrouped by clicking the + or -
button on the left side of the
screen

64

85
66
67
4
81
83
124
= 125

‘+’and -’ buttons

o+ [+ ]+ ]+

Conditional formatting

e The section for user to enter
financial information has been
designed to offer the user
multiple methods of
computation for a line item

e |n some cases, selecting a

computation method grays the

irrelevant areas of the P&L

statement

Revenue

Revenue from toilet sales

Enterprise sells:

Revenue from s#

of individual component”

2,400.0]

Individual sanitation
components

2,400.0

Irrelevant sections have been
grayed out due to an option

selected by the user
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Revenue for sanitation enterprises

Revenue for sanitation enterprises is the money received by selling toilets, providing related
services, or both.

Revenue from toilet sales

Revenue

Revenue from related
services

Module 2: Understand Current Performance — Profit & Loss Statement Preparation



@ Revenue from toilet sales

Sanitation enterprises typically sell toilets as whole units (i.e., sell toilets as a full package), or
individual toilet components (e.g., only cement rings), or both.

Toilets sold as a whole unit with a
standard set and number of
components

Sale of toilets as a
whole unit

Individual components sold in
Revenue from Sale of individual volumes as requested by the

toilet sales (2o)| (S eInaIoIh I  customer and not as part of
toilet package

Sale of toilets as Toilets sold as a whole unit with

Revenue whole units and standard set and number of
individual components, and also as
individual toilet components

components
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@ Revenue from toilet sales

lllustrative revenue from sale of a toilet lllustrative revenue from sale of individual
package toilet components

_________________

() .
@ * UV
\ / O ) Pan Pipe \/

Sells components in

Sells a toilet
package for

IA Uusb 10 N P i“m; quantities requested by Pl
T Toilet Package m |]]]]:A|||| customer m
Pays USD 10 as Pays USD 7 for 5
payment for a toilet cement rings; USD

Gogl— oD Ak

. Sanitation | . _____ R
l ‘-‘E . l/ ) @ P
enterprise , : ()] Fo
: ! @ U 3
P | :
282 Customer :\ i @
Seesssssss Cement rings  Pit covers Pan Pipe
> (3) o Toilet package
Money Toilet components




[

ooo
ooo
ooo

Revenue from toilet sales

Units of Toilet Units of Toilet
. Package | Sold Package 2 Sold
Toilets sold as a whole . 2 J . E J
- . x == X
unit, i.e., as toilet package [t \ e \
Price of Toilet Price of Toilet
Package | Package 2 cee
Number of units of Number of units of
. L . Component | Sold Component 2 Sold
Revenue from toilet Sale of individual toilet \ i % J + N P % J
sales components . ) o )
Price per unit of Price per unit of
Component | Component 2 ces
Units of Toilet Number of units of
Toilets sold as whole Package | Sold Component | Sold
units and individual P 4 I X
components Price of Toilet Price per unit of
Package | vee Component | vee

«eo Implies additional units
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=5 | Recording revenue from toilet sales in the P&L statement template

- Revenue from sales of toilets sold as toilet packages, i.e., whole units

Screenshot of Heading 1.1 of the P&L statement template

Navigation

L1 L2 L3 General business information
Enter the number of business
lines of enterprise

Number of shared businesses 2|

%revenue breakdown of business lines

Sanitation enterprise 80%
Other business line 1 20% Enter the revenue breakdown

of various business lines

Other business line 2
Other business line 3

Grayed out as irrelevant when

Otherbusiness line 4 enterprise sells toilets packages

Total 100%
Revenue
1 Revenue from toilet sales Sub-total of 1.1 to 1.4 B 4,400.0| Select products that the
enterprise sells, i.e.,
Combination of toilet combination of toilet packages
~ packages and and individual sanitation
_ lielhsilirel] sl components in this case
Enterprise sells: components
1.1 Revenue from sales of Toilet Package 1 | 2,000.0|
° Legend
Enter name of Name of Toilet Package 1 Dual-Set I:I User inputs
toilet package, Units of Toilet Package 1 sold (annually) 20
the units sold Price of Toilet Package 1 (per unit) 100.0 I:I Totals
annually, the Revenue from sales of Toilet Package 1 (annually) 2,000.0 I:I Calculati
’ alculations
price of each
unit - Grayed Section

Module 2: Understand Current Performance — Profit & Loss Statement Preparation



XLS

- Revenue from sales of individual components

Screenshot of Heading 1.1 to 1.4 of the P&L statement template

Revenue -
1 Revenue from toilet sales | 4,400.0|
Combination of toilet packages

and individual sanitation

Enterprise sells: components

1.1 Revenue from sales of Toilet Package 1 2,000.0

1.2 Revenue from sales of Toilet Package 2 0.0

1.3 Revenue from sales of Toilet Package 3 Sub-total of 1.4.1 0.0

1.4 Revenue from sales of individual components to 1.4.5 2,400.0
141 Component 1 | 2,100.0|

Name of Component 1 Rings

Units of Component 1 sold (annually) 300.0

Price of Component 1 (per unit) 7.0

Revenue from sales of Component 1 (annually) 2,100.0

14.2 Component 2 | 300.0|

e Name of Component 2 Pan
If the enterprise Units of Component 2 sold (annually) 30.0
sells more than one Price of Component 2 (per unit) 10.0
kind of Revenue from sales of Component 2 (annually) 300.0

components, enter
details of additional
components

== ) Recording revenue from toilet sales in the P&L statement template

Sub-total of 1.1 to 1.4

Select products that the
enterprise sells, i.e.,
combination of toilet packages
and individual sanitation
components in this case

Enter name of component,
the units sold annually, the
price of each unit

Legend

User inputs
Totals
Calculations

Grayed Section

i



Revenue from related services

which case this line item should be ignored).

Sanitation enterprises typically provide two related services to customers—delivery and/or
installation of toilets—and either charge separately or include them in the price of the toilet (in

Revenue

Delivery of toilets

Revenue from

related services

Installation of

toilets

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Delivery of toilets to customers’
premises

Installation of toilets at
customers’ premises



@ Revenue from related services

distance to the customer.

Sanitation enterprises that charge separately for related services, price the services using either
a flat rate per toilet or a variable rate per toilet sold, with the variable rate depending on the

Delivery of toilets

Revenue from
related services

Installation of

toilets

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Both can be
> calculated
using either:

Flat rate
method

Variable rate
method

Fixed amount charged for
each toilet sold, regardless of
the distance to the customer

Variable amount charged,
depending on the distance to
the customer

20



@ Revenue from related services

lllustrative flat rate method

Distance (km)

——————————

A
2l 2l
Same delivery and /
installation charges

for different
distances

__________

__________

A Sanitation

mml“:“aa enterprise
‘/‘} Customer

o o Money

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

lllustrative variable rate method

Distance (km)

__________

Lesser charge for
delivery and
installation for 4 km

- -

Higher charge for
delivery and
installation for 6 km

Delivery  Installation

Services

21



@ Revenue from related services

related services

Revenue from

Implies additional units

Flat rate method Variable rate method
[ %oftoilet | [ %oftoilet
% of toilet packages/components packages/components
delivered delivered
packages/components e % e %
) delivered Total toilet Total toilet
X . packages/components packages/components
. Total toilet L sold ) L sold
Dellvery of packages/components p 4 + P 4
toilets L sold ) [ % of deliveries in | [ % of deliveries in |
4 L Range | Range 2
, ~ x X
Charge per delivery ( Delivery charge for ) ( Delivery charge for )
) g L Range | Range 2
- N f % of toilet ] f % of toilet ]
% of toilet packages/components packages/components
packages/components delivered that are also delivered that are also
delivered that are also installed installed
Installation of installed ’ . X x
. 3 Total toilet Total toilet
toilets f ) packages/components packages/components
Total toilets sold cale ) el
\ b 4 l - X \ - o \
- N % of deliveries in + % of deliveries in
Charge per delivery L Ranxge | Rarie 2 J
(Installation charge for) (Installation charge for)
L Range | ) L Range 2 )
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== ) Recording revenue from related services in the P&L statement template
- Calculated as a flat rate per delivery/installation

Screenshot of Heading 2.1 of the P&L statement template

2 Revenue from related services [ 0.0]
Sub-total of 2.1
Related services (delivery & installation of toilets) charged separately from price of toilet? [ Yes'
d2.2
an o
Method of charging for related services | Flat rate methodl
24 Method 1:Flat rate method Select method of 0.0
. . . LS
% of all Toilet Packages 1 delivered calculatlon of revenue H
% of all Toilet Packages 2 delivered SeIeCt YeS/No depend I ng
% of all Toilet Packages 3 delivered 1 L .
ot Componenss asneren omponenso____{TOM related services | ¢ o on whether enterprise
% of all Component 2 delivered (component sold individually, not as part of toilet package) L h f .
% of all Component 3 delivered (component sold individually, not as part of toilet package) charges Tor services
- o —
% of all Component 4 delivered (component sold individually, not as part of toilet package) *
% of all Component 5 delivered (component sold individually, not as part of toilet package)
>
% of all Toilet Packages 1 delivered that are also installed
% of all Toilet Packages 2 delivered that are also installed
% of all Toilet Packages 3 delivered that are also installed o, !
% of all Component 1 delivered that are also installed (component sold individually, not as part of toilet package) Enter A Of tOIIet
% of all Component 2 delivered that are also installed (component sold individually, not as part of toilet package) . ol e
% of all Component 3 delivered that are also installed (component sold individually, not as part of toilet package) paCkageS/l ndIVIduaI
% of all Component 4 delivered that are also installed (component sold individually, not as part of toilet package .
mponents delivered
% of all Component 5 delivered that are also installed (component sold individually, not as part of toilet package) 4 co pO e S elivere 9
Delivery charge per Toilet Package 1 E and deI |vered and
Delivery charge per Toilet Package 2 .
Delivery charge per Toilet Package 3 |nsta"ed
Delivery charge per Component 1 (sold individually, not as part of toilet package)
Delivery charge per Component 2 (sold individually, not as part of toilet package)
Delivery charge per Component 3 (sold individually, not as part of toilet package)
Delivery charge per Component 4 (sold individually, not as part of toilet package) o
Delivery charge per Component 5 (sold individually, not as part of toilet package) Enter del Iver)’ and
Installation charge per Toilet Package 1 InSta"atlon Charges fOl'
Installation charge per Toilet Package 2 .
Installation charge per Toilet Package 3 t0||et
Installation charge per Component 1 (sold individually, not as part of toilet package) . ..
Inslallat?on charge per Component 2 (sold ?nd?vﬁdually, notas part ~f tnilnt naclianny Pac kagesh n d |V|dua|
Installation charge per Component 3 (sold individually, not as p Sourced from L I _
Installation charge per Component 4 (sold individually, not as p components SO|C|
Installation charge per Component 5 (sold individually, not as p R -
evenue from
Units of Toilet Package 1 sold I I 20.0
Units of Toilet Package 2 sold tollet sales 00
Units of Toilet Package 3 sold 0.0
Units of Component 1 sold (individually, not as part of toilet package) 300.0 Le end
Units of Component 2 sold (individually, not as part of toilet package) 30.0
Units of Component 3 sold (individually, not as part of toilet package) 0.0 H
Units of Component 4 sold (individually, not as part of toilet package) 0.0 User InPUtS
Units of Component 5 sold (individually, not as part of toilet package) 0.0
Deliveryincome from sales of Toilet Package 1 0.0 I:I Totals
Deliveryincome from sales of Toilet Package 2 0.0
Deliveryincome from sales of Toilet Package 3 0.0 .
Deliveryincome from sales of individual components 0.0 Calculatlons
Installation income from sales of Toilet Package 1 0.0
Installation income from sales of Toilet Package 2 0.0 G ra)led Secf_ion
Installation income from sales of Toilet Package 3 0.0
Installation income from sales of individual components 0.0

Module 2: Understand Current Performance — Profit & Loss Statement Preparation 23
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E=2

Recording revenue from related services in the P&L statement template
- Calculated as a variable rate

Screenshot of Heading 2.2 of the P&L statement template

22

Method 2: Variable rate method

% of all Toilet Packages 1 delivered
% of all Toilet Packages 2 delivered
% of all Toilet Packages 3 delivered
% of Component 1 sold delivered (sold individually, not as part of toilet package
% of Component 2 sold delivered (sold individually, not as part of toilet package)
% of Component 3 sold delivered (sold individually, not as part of toilet package)
% of Component 4 sold delivered (sold individually, not as part of toilet package)
% of Component 5 sold delivered (sold individually, not as part of toilet package)

Sub-total of 2.2

% of all Toilet Packages 1 delivered that are also installed
% of all Toilet Packages 2 delivered that are also installed
% of all Toilet Packages 3 delivered that are also installed
% of all Component 1 delivered that are also installed (component sold individually, not as part of toilet package
% of all Component 2 delivered that are also installed (component sold individually, not as part of toilet package
% of all Component 3 delivered that are also installed (component sold individually, not as part of toilet package
% of all Component 4 delivered that are also installed (component sold individually, not as part of toilet package
% of all Component 5 delivered that are also installed (component sold individually, not as part of toilet package

Typical ranges to which deliveries are performed

1,445.0|

100%

80%

100%

100%

80%

80%

Enter % of toilet
packages/individual
components delivered and
delivered and installed

Enter the ranges to which
enterprise delivers/installs

products

Min (in km) Max (in km)
Range 1 0.0 5.0
Range 2 5.0 10.0
Range 3 10.0 15.0
% of deliveries in each range (as % of all deliveries)
Range 1 Sl Enter the split of deliveries
Range 2 25%
Range 3 25% across ranges
Sum 100%
Legend
B User inputs
Split of deliveries for different ranges been
assumed same for all products (all toilet Totals

packages and individual components) as
often, the delivery ranges and delivery split
remains constant across products

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Contd. on next
slide

B

Calculations

Grayed Section
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== ) Recording revenue from related services in the P&L statement template

- Calculated as a variable rate

Screenshot of Heading 2.2 of the P&L statement template

Contd. from previous slide

Delivery charge per delivery range (per unit of toilet package sold)

Delivery charge per Range 1 o 5.0| 9
Delivery charge per Range 2 6.0
Delivery charge per Range 3 Note 7.0 Enter delivery and
Installation charge per delivery range (per unit of toilet | Charges fOI‘ a given range 9 inSta"ation Cha"ges fOl' tOiIet
InstallatNion charae per Ranae 1 assumed to be the same 5.0 packages sold
. 6.0
- Note for all toilet packages 70
Typically, installation charges . .
will not vary by range.The |e (per unit of individual component sold) . — -
template has the flexibility if '
such a situation exists. Enter delivery and
B q q
n.tallation charge per delivery range (per unit of individual component sold) mSta"atlon Charges fOl'
Installation charge per Range 1 Note 5.0 individual components sold
Installation charge per Range 2 .
Installation charge per Range 3 Charges for a given range L .
Units of Toilet Package 1 sold assumed to be the same fOf' 4 20.0
Units of Toilet Package 2 sold all individual components 0.0
Units of Toilet Package 3 sold 0.0
Units of Component 1 sold (individually, not as part of toilet package) 300.0
Units of Component 2 sold (individually, not as part of toilet package) SOUI’CGC’ from LI B 30.0
Un?ts of Component 3 sold (?nd?vﬁdually, not as part ofto?let package) —Revenue from 0.0
Units of Component 4 sold (individually, not as part of toilet package) . 0.0
Units of Component 5 sold (individually, not as part of toilet package) toilet sales L 0.0
Deliveryincome from sales of Toilet Package 1 115.0
Deliveryincome from sales of Toilet Package 2 0.0
Deliveryincome from sales of Toilet Package 3 0.0 Legend
Deliveryincome from sales of individual components 675.0 I:I User inputs
Installation income from sales of Toilet Package 1 115.0
Installation income from sales of Toilet Package 2 0.0 I:I Totals
Installation income from sales of Toilet Package 3 0.0
Installation income from sales of individual components 540.0 I:I Calculations
- Grayed Section
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Expenses for sanitation enterprises

The expenses incurred by sanitation enterprises comprise of costs directly related to
manufacture toilets and/or provide related services, and other indirect costs not linked to the
manufacture of each toilet, but required to operate the business.

Cost of goods sold
(COGS)

Operating

Expenses
expenses

e Other expenses

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Costs directly linked to the manufacture
of toilets and only recorded when a toilet
is sold

Costs towards overheads that are linked
to the operations of the business

Costs unrelated to the core business of
the enterprise (such as financing costs)

27
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@ Cost of goods sold

Sanitation enterprises typically incur four costs under COGS—raw material costs, direct labor
costs, transport of raw material costs and cost of damaged components.

Cost of raw materials such as cement, sand,

Raw materials : I
pans, pipes, etc. used to build toilet components

Cost of goods
sold
(COGS)

Cost of the labor employed for the manufacture
of toilets and/or provision of related services

Cost of transporting raw materials from the
input suppliers to the enterprise (if not included
in raw material cost)

c Transport of
xXpenses raw materials

Cost of traded or manufactured components
that are damaged and cannot be sold to
customers

Damaged
components

Module 2: Understand Current Performance — Profit & Loss Statement Preparation
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@ Raw materials

Cost of raw materials that are used in manufacturing toilets. Typically, sanitation enterprises
either trade components to manufacture toilets, or manufacture the components themselves.

Cost of components (e.g., pipes, pans) purchased
from suppliers and built into the toilet or retailed
to customers without any processing

mg [raded components

Raw materials

Cost of components manufactured (e.g., cement
rings, pit covers) by the sanitation enterprise
using raw materials (e.g., cement, sand)

Manufactured
components

Module 2: Understand Current Performance — Profit & Loss Statement Preparation
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@ Raw materials

lllustrative raw material expense by:

Traded components

Enterprise
purchases a pan
from input supplier

[Cost price]
_:"C"J:_
> 1-&
nl e nii
o @ o

Enterprise pays USD
1.5 for pan (Cost

price)

| Sanitation Input
- & enterprise supplier
I
CO) Cement F Pan
rings

o(® o Money

G

Manufactured components

- N
Y4 cement=——>

Manufactured
-2 kg sand =——> component

o v
LH > o > O
=2 kg stone =—> I gelman
ring

o

=2 pc wire=—>
Raw materials
required to
manufacture |
cement ring



[

ooo
ooo
ooo

Raw materials

Raw materials

Traded components

Manufactured
components

Implies additional units

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Units of
Component |
sold

Units of
Component |
sold

3

Cost price of EB:'

Component |

Quantity of input
material A in
Component |

3

Cost per unit of
material A

L

Quantity of input
material B in
Component |

3

Cost per unit of
material B
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- Cost of raw materials of toilet packages

3.1

In case of traded
component,
enter cost price
(per unit)

Enter details of
other
components in
Toilet Package

Screenshot of Heading 3.1 of the P&L statement template

Cost of goods sold

Raw materials 3,345.0
3.1: Cost of raw materials of Toilet Package 1: Dual-Set 1,390.0
3.2: Cost of raw materials of Toilet Package 2: 0.0
3.3: Cost of raw materials of Toilet Package 3: 0.0
3.4: Cost of raw materials of individual components sold 1,955.0

Cost of raw materials of Toilet Package 1: Dual-Set
Cost of raw materials of Toilet Package 1 (per unit)
Units of Toilet Package 1 sold (annually)
Component 1
Name of Component 1 Cementrings

Units of Component 1 in Toilet Package: Dual-Set 10.0
Component 1: Traded or manufactured? Manufactured

If Component 1 is manufactured:

Raw materials of Component 1

Quantity of raw
material in Component

Sub-total of 3.1 to 3.4

Enter name and units of
component sold in each
Toilet Package

Choose if component in
Toilet Package is a traded or
manufactured component

Cost of raw material
per Component 1

Cost of raw material

Unit of measure? per unit of measure

Recording raw materials cost in the P&L statement template

In case of manufactured
component, enter details
of raw materials used

Cement 0.3 Bags 5.0 17
Stone chips 2.0 Container 1.0 2.0
Sand 2.0 Container 1.0 2.0
Wire 0.1 Kg 1.5 0.2
5.8
Component 2 L 13
Name of Component 2 Pit cover
Units of Component 2 in Toilet Package: Dual-Set 2.0
Component 2: Traded or manufactured? Manufactured|-> Selection will gray irrelevant sections of the P&L

If Component 2 is manufactured:

Quantity of raw Cost of raw material Cost of raw material
Raw materials of Component 2 material in Component Unit of measure? per unit of measure per Component 2
Cement 0.3 Bags 5.0 1.7
Stone chips 2.0 Container 1.0 2.0
Sand 2.0 Container 1.0 2.0
Wire 0.0 Kg 1.5 0.0
5.7

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Legend

User inputs
Totals
Calculations

Grayed Section

i
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3.1
3.2
3.3
34

In case of traded
component, enter cost
price (per unit)

Recording raw materials cost in the P&L statement template
- Cost of raw materials of individual components sold

Screenshot of Heading 3.4 of the P&L statement template

Cost of goods sold

Raw materials

3.1: Cost of raw materials of Toilet Package 1: Dual-Set
3.2: Cost of raw materials of Toilet Package 2:
3.3: Cost of raw materials of Toilet Package 3:
3.4: Cost of raw materials of individual components sold

Cost of raw materials of Toilet Package 1: Dual-Set
Cost of raw materials of Toilet Package 2:

Cost of raw materials of Toilet Package 3:

Cost of raw materials of individual components sold

Component 1
Name of Component 1

Units of Component 1 sold (annually)
Is Component 1 traded or manufactured?

b manufactured:

Component 1

3,345.0!

1,390.0

0.0

0.0

1,955.0

1,390.0

0.0

0.0

1,955.0

1,745.0|

Rings

300.0

Manufactured

Quantity of raw

material in Component

Sub-total of 3.1 to 3.4

Verify name and units of

individual components sold

ClelldlidRl CERERCIEIi

Choose if component is a

traded or manufactured

component

Unit of measure?

Cost of raw material
per unit of measure

Cost of raw material
per Component 1

Cement 0.3 Bags 5.0 1.7
Stone chips 2.0 Container 1.0 2.0
Sand 2.0 Container 1.0 2.0
Wire 0.1 Kg 1.5 0.2

5.8

Enter details of other
individual components
sold

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

In case of manufactured
component, enter details
of raw materials used

Legend

i

User inputs
Totals
Calculations

Grayed Section
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@ Direct labor

Sanitation enterprises can employ (and pay) labor either on a fixed salary, or on a per toilet
package/component basis (i.e., per-piece work basis linked to number of toilet packages or
components manufactured).

Fixed salary is paid to the
Fixed salary laborer independent of the
el number of toilets manufactured
or services (i.e., transport,
installation) rendered

Direct labor Lelerr @ be
coSts paid by either:

Amount paid to labor
dependent on number of
toilets manufactured

Per toilet

method

Module 2: Understand Current Performance — Profit & Loss Statement Preparation
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Direct labor

lllustrative direct labor costs by fixed
salary method

Labor makes 200
rings in a month

Enterprise pays
monthly wage of USD
Labor makes 200 rings 100
and digs 10 toilet pits

i\ Labor

1. Sanitation enterprise

lllustrative direct labor costs by per
toilet package/component method

Labor makes 8
rings

=¢
()
()
Q)
()
o

m
Enterprise pays USD

| _— 80 (USD 10 per ring)

Labor makes 6 rings

— o oy

=0

Enterprise pays USD

| = 60 (USD 10 per ring

COD Cement rings

@
Money R Pit digging
e



Fixed salary
method

Direct labor costs

Per toilet

package/component
method

Implies additional units

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Paid based on toilet
packages
manufactured

Salary of Labor | (annual)

Labor’s time contribution to
sanitation business (%)

~N

Units of Toilet Package | sold

J

~N

Woages paid to manufacture

one unit of Toilet Package |
J

Paid based on
individual

components
manufactured

Units of Component | sold

J

2
Woages paid to manufacture

one unit of Component |

J
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Recording direct labor costs in the P&L statement template
- Fixed salary method for direct labor

4.1

Screenshot of Heading 4.1 of the P&L statement template

Sub-total of either
4.1 or 4.2 or both

Select method for payment of

2D LT | 1,110.0] direct labor, i.e., combination of
Combination of fixed salary and per fixed salary and per toilet
toilet package/individual componen package/individual component
Direct labor paid using: method method in this case

Sub-total of 4.1.1 to _

Method 1: Fixed salary method 650.0
4.1.5
Salary of Laborer 1 650.0 Enter details of each
Salary of Laborer 1 (annual) 650.0 laborer, including their annual salar
Time contribution of Laborer 1 to sanitation business (%) 100% ’ g Y

and time contribution to sanitation

Salary of Laborer 2 0.0 business (%)
Salary of Laborer 2 (annual)
Time contribution of Laborer 2 to sanitation business (%)

Salary of Laborer 3 0.0
Salary of Laborer 3 (annual) X
Time contribution of Laborer 3 to sanitation business (%) one person, enter details of

><‘

If the enterprise employs more than

additional laborers

Salary of Laborer 4 0.0
Salary of Laborer 4 (annual)
Time contribution of Laborer 4 to sanitation business (%) Legend

User inputs
Salary of Laborer 5 0.0

Salary of Laborer 5 (annual)
Time contribution of Laborer 5 to sanitation business (%)

Totals

Calculations

i

Grayed Section



Recording direct labor costs in the P&L statement template
- Per toilet package/individual component method for direct labor

Screenshot of Heading 4.2 of the P&L statement template

Select the products
manufactured by labor

Sub-total of 4.2 Combination of toilet packages and < (which will typically be the

Method 2: Per toilet package/individual component method | 460.0|

individual sanitation components same as Step 3 of slide 16)

Direct labor paid on basis of: manufactured
Labor cost (paid on basis of toilet packages manufactured) | 160.0|
Units of Toilet Package 1 manufactured L : 20 In.case labor is paid based on
Wages paid to manufacure one unit of Toilet Package 1 Sourced from LI — 8.0 toilet packages manl',lfactur'ed,
Direct labor cost to manufacture all units of Toilet Package 1 . 160.0 enter wages paid to
Revenue from toilet manufacture each unit of toilet
Units of Toilet Package 2 manufactured sales 0 package
Wages paid to manufacure one unit of Toilet Package 2
Direct labor cost to manufacture all units of Toilet Package 2 0.0
In case labor is paid based on
Units of Toilet Package 3 manufactured 0 individual components
Wages paid to manufacure one unit of Toilet Package 3 manufactured, enter wages paid
Direct labor cost to manufacture all units of Toilet Package 3 0.0 to manufacture each unit of
Labor cost (paid on basis of individual components manufactured) | 300.0| pafiite el o pei et
Units of Components 1 manufactured (individually, not as part of toilet package) 300 / Legend
Wages paid to manufacture one unit of Component 1 1.0 I:I User inputs
Direct labor cost to manufacture all units of Component 1 300.0
I:I Totals
Units of Components 2 manufactured (individually, not as part of toilet package) 30
Wages paid to manufacture one unit of Component 2 0.0 I:I Calculations
Direct labor cost to manufacture all units of Component 2 0.0
- Grayed Section



@ Transport of raw materials

Cost incurred by sanitation enterprise to transport raw materials from input suppliers.
Enterprises incur this cost using either their own vehicle, or hiring transport from the input
supplier or a transporter. Input suppliers either charge separately or bundle it in the price of
raw materials (in which case this line item should be ignored).

Owned Cost of transporting raw material by using
transport vehicles owned by the sanitation
transport ,
enterprise

Transport of

: Cost of transporting raw material by usin
raw materials f p g y using

hired transport vehicles paid on a per trip
basis

Hired transport
from supplier / RSN

either:

transporter

Per toilet Cost of transporting raw material by using
package/ hired transport vehicles paid on a per unit of
component toilet package/component basis

<!, Insome cases, cost of transport from input supplier may only be available at a raw material level (e.g.,
~\ /™ transport cost of procuring a cement bag is USD 0.5). In such a case, the user should calculate the
. number of cement bags used in manufacturing a toilet and enter the total transport cost of raw
Tip materials per toilet package/component by the necessary calculation.

Module 2: Understand Current Performance — Profit & Loss Statement Preparation
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@ Transport of raw materials

lllustrative transport of raw materials
using owned transport

o— M.
N <€ 6! — |- H
I

Entrepreneur uses own
vehicle and pays USD
3 for the cost of fuel

i*ﬂfl Sanitation Input - Owned delivery -p Hired delivery
[iimm  enterprise supplier 'O—Ro vehicle o —1%)

vehicle

lllustrative transport of raw materials using
hired transport from supplier/transporter

Per trip

A
> |..H
I

Entrepreneur uses hired
transport and pays USD
5 per trip

Per toilet package/component

Per unit cost of

transport of raw (TmSIIT |
materials used in a - USD 3 |
. ' Cement !
toilet - (Smhihstt !
— (risea |
r USD |
N - i Pan | > L-H
[ 1
+USD 0.5
- B o >
o \__Pipe | Total cost of

transporting raw
materials per toilet
package using
hired vehicle

Total: USD 4.5




[

Transport of raw materials

ooo
ooo
ooo

Number of trips to input supplier g@
(annual)
Owned ( 2 2@ [ Average one-way distance to input supplier J) %
transport (km)
Multiply for two- Fuel cost (per km
way trip [ (P ) ] E[ll:l (XX}

Transport

(annual)

Number of trips to input supplier

&3

OR

of raw
materials

Fee paid for hired transport from
supplier/transporter (per trip)

W ...

Hired transport
me from supplier /
transporter

Calculated
either:

N

p
Cost of transporting
raw materials
(per Toilet Package I)
(S J

Per toilet

package/
component

Units of Toilet
Package | sold

Implies additional units

Km = Kilometer

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

N

p
Cost of transporting
raw materials
(per Component |)
(S J

Units of Component
| sold

S
) eoe |

JaF ...
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== ) Recording transport of raw materials in the P&L statement template

- Using owned transport

Screenshot of Heading 5.1 of the P&L statement template

Select method of transport of raw

5 Transport of raw materials | 0.0| e .
materials, i.e., either using owned
transport or using hiring transport from
Transport of raw materials done using: | Owned transport] input supplier/transporter
5.1 Method 1: Owned transport | 0.0|

In case enterprise uses owned transport,
Number of trips to input supplier (annually) enter number of trips to input supplier
Average one-way distance to input supplier (km) made annually, average one-way distance to
Fuel cost (per km) input supplier (km) and fuel cost (per km)

Legend

User inputs
Totals

[ ]
[ ]
I:I Calculations
[ ]

Grayed Section
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- Using hired transport from input supplier/transporter

Screenshot of Heading 5.2 of the P&L statement template

5 Transport of raw materials

Transport of raw materials done using:

5.1
5.2 Method 2: Hired transport from supplier/transporter

Hired transport paid

Method 2.1: Hired transport from supplier / transport id per trip

Number of trips to input supplier (annual)
Fee paid for hired transport from supplier / transporter (

In case of payment per trip, enter

number of trips to input supplier
Method 2.2: Hired transport from supplier / transporter and fee paid per trip

Cost of transporting raw materials (per unit of Toilet Patroge—rooray

Cost of transporting raw materials (per unit of Toilet Package 2 sold)
Cost of transporting raw materials (per unit of Toilet Package 3 sold)

Cost of transporting raw materials (per unit of Component 1 sold individually, not as part of toilet package)
Cost of transporting raw materials (per unit of Component 2 sold individually, not as part of toilet package)
Cost of transporting raw materials (per unit of Component 3 sold individually, not as part of toilet package)
Cost of transporting raw materials (per unit of Component 4 sold individually, not as part of toilet package)
Cost of transporting raw materials (per unit of Component 5 sold individually, not as part of toilet package)

Units of Toilet Package 1 sold
Units of Toilet Package 2 sold
Units of Toilet Package 3 sold
Units of Component 1 sold (individually, not as part of toilet package)
Units of Component 2 sold (individually, not as part of toilet package)
Units of Component 3 sold (individually, not as part of toilet package)
Units of Component 4 sold (individually, not as part of toilet package)
Units of Component 5 sold (individually, not as part of toilet package)

Sourced from LI —

| 90.0]

Hired transport from

90.0

| Per raw materia||

0.0

90.0
3.0

1.0
1.0

supplier/transporter|-

== ) Recording transport of raw materials in the P&L statement template

Select method of transport of
raw materials, i.e., hired
transport from input
supplier/transporter in this
case

Choose method of calculation of
transport of raw materials using
hired transport i.e. either payment
calculated per trip or per toilet

In case of payment per toilet
package/component, enter cost of
transporting raw materials (per
toilet package/component)

20.0

0.0

0.0

300.0

30.0

0.0

0.0

0.0

Revenue from toilet

sales

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Legend

User inputs
Totals

[ ]
[ ]
I:I Calculations
[ ]

Grayed Section
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Damaged components

Cost of damaged components which cannot be sold to customers. Components typically get
damaged either at the workshop of the entrepreneur or during delivery to customers.

The cost of damaged components includes the cost of raw materials, direct labor and transport
of raw materials incurred in manufacturing them.

lllustrative damaged components

Case l: Damaged during delivery to Case 2: Damaged during delivery to
customer customer
Q)
(" ') i’m‘ = Delivers 2 pit covers m—>p ﬁ
1-H Manufactures =——> r IIIm - p—
RS (‘ ') B 5 ==
\ v/ U
Q)

10 cement rings 1
3 pieces break

, ) | piece breaks
SIS D (U ® ® ® due to mishandling %



Total units of
component
manufactured/traded

Total units of
Component | sold
(annually)

% units of
Component |
manufactured/

traded that are
damaged

C
g2z | Damaged components
Damaged
components
«eos Implies additional units

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

The difference gives
the total units of

component damaged

Total units of
Component |
sold (annually)

&3

Cost of
Component |
(per unit)

46



Recording damaged components in P&L statement template

Sub-total of 6.1-6.3

Screenshot of Heading 6 of the P&L statement template

Damaged goods | 102.3]

a For damaged components, enter name of
6 Cost of damage of Component 1 | 102.3] damaged component, total units of damaged

Name of Damaged Component 1 Rings components sold (both as toilet package and
Total units of Damaged Component 1 sold (annually) 500 individually), cost of damaged component
Costof Damaged Component 1 (per unit) 6.8 (including raw material cost, direct labor
% of Component 1 units manufactured/traded that are damaged 3%

cost, transport of raw material cost) and %
6.2 Cost of damage of Component 2 0.0] units of component manufactured/traded
that are damaged

Name of Damaged Component 2 h
Total units of Damaged Component 2 sold (annually) 0
Costof Damaged Component 2 (per unit)
% of Component 2 units manufactured/traded that aredamaged Enter similar detail for other damaged
components
6.3 Cost of damage of Component 3 0.0| >

Name of Damaged Component 3

Total units of Damaged Component 3 sold (annually)
Costof Damaged Component 3 (per unit) Legend
% of Component 3 units manufactured/traded that are damaged

User inputs
Totals

Calculations

i

Grayed Section
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@ Operating expenses for sanitation enterprises

Transport for delivery

Utilities

Marketing

. (commissions)
Operating

expenses

Expenses

Marketing (non-
commission)

Bad debts

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Costs incurred in delivery of toilets to customers

Rent paid for land/workshop where toilets are
manufactured and/or sold

Costs of infrastructure needs (such as electricity,
water etc.)

Commissions paid to sales agents for selling
toilets

Cost of marketing activities (non-commission)

Cost incurred to maintain equipment in working
condition

Money due from customers that is unlikely to be
recovered

Annual decline in value of assets owned by the
sanitation enterprise

49



@ Transport for delivery

own vehicle or hire a transporter for delivery of toilets.

Cost incurred in delivery of toilets to customers. Typically, sanitation enterprises either use their

mmme Owned transport

Transport for
delivery

Hired transport from
transporter

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Cost of transporting toilets to customers
using vehicles owned by the sanitation
enterprise

Cost of transporting toilets to customers by
using hired transport

50



@ Transport for delivery

lllustrative transport for delivery using lllustrative transport for delivery using
owned transport hired transport from transporter

[} 1) [} 1) [I]]]]]]]I = E - > 2k [} 1)
LT / rired Transport cost for
delivery dependent transport p

delivery dependent
on fee charged by
transporter

on distance to
customer and fuel
cost

N ~ ]
l.{-, E * L7 Jé
I

Sanitation Customer Delivery

enterprise



[

Transport for delivery

ooo
ooo
ooo

Owned

transport

Transport
for delivery

Hired

transport
from
transporter

Implies additional units

\I/

_@_

Tip

(252

-

(annually)

Number of trips made to customers

| &

J

Vs

G

~N

Average one-way distance to customers (km) ) %

J

Vs

Fuel cost (per km)

~N

) P ...

% of Toilet A % of Toilet
Package | Package 2
_ delivered _ delivered |
& pXS
4 N\ 4 N\

Units of Toilet

Package | sold

Units of Toilet

Package 2 sold

&

&

Vs

~

Fee paid per trip for toilet packages

-

J

[ %of ) [ %of )
Component | Component 2
| delivered | delivered |
& &

Units of Units of
Component | Component 2
L sold ) L sold )
& &

[ Fee paid per ) [ Fee paid per )
trip for trip for
Component | Component 2
L sold ) L sold )

Sanitation enterprises may rely on both methods to deliver toilets to customers. In such a case,
transport cost for both methods should be captured.

I.  Km = Kilometer

Module 2: Understand Current Performance — Profit & Loss Statement Preparation
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Recording transport for delivery in P&L statement template
- Using owned transport

71

Screenshot of Heading 7 of the P&L statement template

Transport for delivery
Sub-total of 7.1 or 7.2
or both

Toilets delivered to customers using:
Method 1: Owned transport
Number of trips made to customers (annually)

Average one-way distance to customers (km)
Fuel cost (per km)

| 0.0

Owned transport

™

Select method of transport for delivery i.e.
owned transport or hired transport from
transporter

| 0.0

For owned transport, enter number of trips
made to customers (annually), average one-
way distance to customers (km) and fuel
cost (per km)

Legend

User inputs
Totals

Calculations

i

Grayed Section
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== ) Recording transport for delivery in P&L statement template
- Using hired transport from transporter

Screenshot of Heading 7 of the P&L statement template

7 Transport for delivery | 310.0
Sub-total of 7.1 or 7.2
or both Hired transport Select method of transport for d?|lvel")’, ie.,
Toilets delivered to customers using: from transporter hired transport from transporter in this case
71
7.2 Method 2: Hired transport from transporter 310.0
% of all Toilet Packages 1 delivered 100% )

% of all Toilet Packages 2 delivered o . AR
% of all Toilet Packages 3 delivered Enter % of toilet packages/individual

% of Component 1 sold delivered (sold individually, not as part of toilet package) 80% components delivered
% of Component 2 sold delivered (sold individually, not as part of toilet package) 100%

% of Component 4 sold delivered (sold individually, not as part of toilet package)
% of Component 5 sold delivered (sold individually, not as part of toilet package) ’

(
(
% of Component 3 sold delivered (sold individually, not as part of toilet package)
(
(

Units of Toilet Package 1 sold 20.0
Units of Toilet Package 2 sold 0.0
Units of Toilet Package 3 sold 0.0 . . .
Units of Component 1 sold (individually, notas  Sourced from LI — - 300.0 Enter fee paid per trip for toilet
Units of Component 2 sold (individually, notas  Revenue from toilet 30.0 package/individual component delivered
Units of Component 3 sold (individually, not as 0.0
Units of Component 4 sold (individually, not as , s,ales _ 0.0
Units of Component 5 sold (individually, not as part of toilet package) L 0.0 Legend
Fee paid to transporter for hired transport I:I User inputs
Fee paid per trip for toilet packages 2.0
Fee paid per trip for Component 1 solc Note ge) 1.0 I:I Totals
Fee paid per trip for Component 2 sold (i Assumed that fee paid per ge) 1.0 .
. . | . ) I:I Calculations
Fee paid per trip for Component 3 sold (i trip will be same across all  9¢)
Fee paid per trip for Component 4 sold (i . ge) .
Fee paid per trip for Component 5 sold (ifw. v EOII?t“RarC‘!(agefv reendde) - Grayed Section

Module 2: Understand Current Performance — Profit & Loss Statement Preparation
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@ Land rent

Rent paid for a land/workshop where sanitation enterprises manufacture and/or sell toilets. The
land expense for enterprises that share land with entrepreneurs' other co-located business lines
should be apportioned.

Rent for land/workshop shared with other

Land shared with businesses (e.g., concrete blocks, raw
other businesses materials) apportioned to the sanitation
enterprise
Land exclusively for Rent for land/workshop used for the
the sanitation sanitation enterprise alone and directly
enterprise recorded in the P&L statement

'@' Land rent is incurred only when land / workshop leased. Financial treatment of owned land /

Ti workshops is outside the scope of this module and is not necessary to prepare a P&L Statement.
p
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@ Land rent

lllustrative land shared with other

businesses
House Brick
Sanitation construction manufacturing
I
I
I
I
I
I
- — = I
SIBLY)
= = — F
v Wy
I
I
I
I
I
I
1 I . I . | . I
/== e
, DD 11 1 1

For preparation of sanitation P&L statement:
Land rent for shared land will be apportioned to sanitation in the ratio of
contribution of sanitation revenue to total revenue of the entrepreneur

M. Sanitation

Illlﬁil% enterprise

e
o
[mm]

[

House
construction

Brick
manufacturing

lllustrative land used exclusively for
sanitation enterprise

Sanitation
LKL,
G555

Enterprise pays rent for whole
land | workshop

Land used for
sanitation business

Land used for
other business




CJ
sg8 ) Land rent
ooo
Rent for Land parcel |
(annual)
Land shared with X o
other businesses
Revenue from sanitation
business (as a % of total
entrepreneur revenue)
OR
Land exclusively for Rent for Land .
o ent for Land parce
the sanlta.tlon (annual) + ... EB:'
enterprlse cee
..o Implies additional units
N

_@ Apportioning land rent by total area used by each business line of the enterprise may be more
accurate. However, gathering data on total area used by each business line is challenging. MBS
Tip programs should determine the method of apportioning as per their convenience.
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Recording land rent in P&L statement template

8.1

8.2

8.3

Screenshot of Heading 8 of the P&L statement template

Land parcel 1

Land rent

Sub-total of 8.1-8.3

Shared / Non-shared land?
Rent for Land parcel 1 (annual)

Revenue from sanitation enterprise (as a % of total entrepreneur revenue)

Land rent (annual and apportioned)

Land parcel 2 Revenue from sanitation

Shared / Non-shared land?

Rent for Land parcel 2 (annual)
Revenue from sanitation enterpri
Land rent (annual and apportione

business (as a % of total
entrepreneur revenue) gets
automatically filled from the
details in the ‘General business

Land parcel 3 information’ section, but users

Shared / Non-shared land? should verify

Rent for Land parcel 3 (annual)

Revenue from sanitation enterprise (as a % of total entrepreneur revenue)
Land rent (annual and apportioned)

192.0

Shared land parcel

240.0

80%

192.0

Non-shared land

0.0

80%

0.0

Non-shared land

0.0

80%

0.0

}

For each land parcel, enter if shared
or non-shared with other business
lines of the entrepreneur and annual
rent

Similarly, enter details of other land
parcels of the entrepreneur

Legend

User inputs
Totals

Calculations

i

Grayed Section




@ Utilities

Cost of infrastructure needs, such as electricity and water, of sanitation enterprises.
The utility expense for enterprises that share utilities with entrepreneurs' other co-located
business lines should be apportioned.

Cost of infrastructure needs shared with
other business lines (e.g., electricity)
apportioned to the sanitation enterprise

Utilities shared with
other businesses

Utilities exclusively Cost of infrastructure needs used for the
for the sanitation sanitation business alone and directly
enterprise recorded in the P&L statement

Utility expenses for sanitation enterprises are typically negligible. However, in case sanitation

Ti enterprises install water motors or other mechanized equipment, they will incur utility expenses.
p
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@ Utilities

Utilities shared with other businesses Utilities exclusively for sanitation
enterprise
House Brick
Sanitation construction manufacturing Sanitation
0 I 4
i
I Electricity used by the
% Electricity shared % sanitation enterprise
g among all co- alone
N located business : g
v s lines 3 O
N o !
8 &)y 0 © :
I
/
/
!
I
I T : I : I : I
1 (i | I ; I . | . I
I DD . 1 . 1 . 1 .
, DD | N N

Entire electricity expense
For preparation of sanitation P&L statement: recorded in P&L statement
Electricity expense for shared land will be apportioned to sanitation in the
ratio of contribution of sanitation revenue to total revenue of the
entrepreneur

M.  Sanitation . House oot Brick Land used for Land used for
... ) Electricity i . T . o . .
pimom  enterprise ==, construction T manufacturing sanitation business other business




[

Utilities

ooo
ooo
ooo

Utilities shared with

other businesses

OR

Utilities exclusively

for the sanitation
enterprise

Implies additional units

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Cost of Utility |
(annual)

3

Revenue from sanitation
business (as a % of total
entrepreneur revenue)

Cost of Utility |
(annual)

6l
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Screenshot of Heading 9 of the P&L statement template

Utility 1

Utility 2

Utility 3

Recording utilities in P&L statement template

Utilities |

Sub-total of 9.1-9.3

40.0|

Shared / Non-shared utility?

Non-shared utility

Cost of Utility 1 (annual)

40.0

Revenue from sanitation enterprise (as a % of total entrepreneur revenue)

80%

Cost of Utility 1 (annual and apportioned)

40.0

Revenue from sanitation

Shared utility

Shared / Non-shared utility?

Cost of Utility 2 (annual) business (as a % of total

0.0

Revenue from sanitation enterpris

80%

entrepreneur revenue) gets
Cost of Utility 2 (annual and appol

0.0

automatically filled from the
details in the ‘General business
Shared / Non-shared utility? information’ section, but users

Cost of Utility 3 (annual) should verify
Revenue from sanitation enterprise (as a % of total entrepreneur revenue)

Shared utility

0.0

80%

Cost of Utility 3 (annual and apportioned)

0.0

}

For each utility, enter if shared or
non-shared with other business lines
of the entrepreneur and annual
utility cost

Similarly, enter details of other utility
costs of the enterprise

Legend

User inputs
Totals
Calculations

Grayed Section

i




@ Marketing (commissions)

Commiissions paid to sales agents' for selling toilets on behalf of sanitation enterprises.
Commiission is paid either as a fixed commission on a per toilet basis, or as a share of the price
of toilet charged to customers.

Commission per

toilet Flat commission paid per unit of toilet sold by
package/individual sales agents
component sold

Marketing
(commissions)

Share of price
charged to
customers

Percentage of the price of toilet sold by sales
agents

I.  Sales agents are demand activators who are remunerated for selling toilets. The term demand activator includes those who sell toilets without receiving any corresponding commission in
return (e.g., Cambodian village chiefs / commune councilors). While sales through either kind of demand activators should be recorded in the P&L statement, commissions paid to demand
activators are recorded in P&L statement when such commissions are paid by the sanitation enterprise.

Module 2: Understand Current Performance — Profit & Loss Statement Preparation
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@ Marketing (commissions)

lllustrative commission per toilet
package/individual component sold

~—— e e~

- TN o v IR SR 2\
1. B 2l
° Enterprise pays a Sales agent
commission of USD 3 sells toilet to
per toilet sold (regardless customer
of price of toilet)
4 sanitation Pal
mnml“:“EE enterprise aly Customer

lllustrative commission as share of price
charged to customers

° Sales agent
Enterprise pays commission of sells toilet to

10% of price (USD 4 for a toilet customer
costing USD 40)

. . o(® o
Price of toilet m

UsD 40

Demand

i Mone
activator 220 4
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Marketing (commissions)

ooo
ooo
ooo

Commission per
toilet

package/individual
component sold

Marketing OR

(commissions)

Share of price

charged to
customers

Implies additional units
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% of units of Toilet
Packages |
_sold through sales agents

P
Commission paid to sales

agent (per unit of Toilet
Package | sold)

\
( )
Units of Toilet Package |
sold
- J
( )

Revenue from sales of

Toilet Package |

3

e B
% of units of Toilet

Packages | sold through

sales agents
\ J

&3

(% price of unit of Toilet N
Packages | shared with

sales agents

L

% of units of
Component | sold
through sales agents

&3

s

-

Commission paid to sales

agent (per unit of
Component| sold)

~

J

X

Units of Component|
sold

Revenue from sales of
Component |

~

&3

% of units of
Component | sold
through sales agents

&3

% price of unit of
Component | shared
with sales agents

L
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- Commission per toilet package / individual component sold

Screenshot of Heading 10 of the P&L statement template

10 Marketing (commissions)

Sub-total of 10.1 or
10.2

Payment of marketing (commissions) method:

10.1 Method 1: Commission per toilet package / individual component sold

% of units of Toilet Packages 1 sold through sales agents
% of units of Toilet Packages 2 sold through sales agents
% of units of Toilet Packages 3 sold through sales agents
% of units of Component 1 sold through sales agents (sold individually, not as part of toilet package)
% of units of Component 2 sold through sales agents (sold individually, not as part of toilet package)
% of units of Component 3 sold through sales agents (sold individually, not as part of toilet package)
% of units of Component 4 sold through sales agents (sold individually, not as part of toilet package)
% of units of Component 5 sold through sales agents (sold individually, not as part of toilet package)

Commission paid to sales agent (per unit of Toilet Package 1 sold)
Commission paid to sales agent (per unit of Toilet Package 2 sold)
Commission paid to sales agent (per unit of Toilet Package 3 sold)
Commission paid to sales agent [per unit of Component 1 sold individually, not as part of toilet package)
Commission paid to sales agent [per unit of Component 2 sold individually, not as part of toilet package)
Commission paid to sales agent [per unit of Component 3 sold individually, not as part of toilet package)
Commission paid to sales agent [per unit of Component 4 sold individually, not as part of toilet package)
Commission paid to sales agent [per unit of Component 5 sold individually, not as part of toilet package)

Units of Toilet Package 1 sold
Units of Toilet Package 2 sold
Units of Toilet Package 3 sold

Units of Component 1 sold (individually, not as part of toilet package) Sourced from LI — -
Units of Component 2 sold (individually, not as part of toilet package) Revenue from toilet
Units of Component 3 sold (individually, not as part of toilet package) sales

Units of Component 4 sold (individually, not as part of toilet package)

Units of Component 5 sold (individually, not as part of toilet package)

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

i

45.0|

Commission per
toilet package /
individual component

== ) Recording marketing (commission) in P&L statement template

Enter method of
payment of marketing
(commission), i.e., either
as per units of toilet
package / individual

45.0|
component sold or as
share of revenue
50%|
Enter share of units sold
50% through sales agents for
0% each toilet
package/individual
component sold
15| OEnter commission paid
to sales agent per unit
0.2 of toilet
package/individual
component sold
500 Legend
0.0 I:I User inputs
30828 Totals
30.0
0.0 Calculations
0.0
00 - Grayed Section
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== ) Recording marketing (commission) in P&L statement template
- Share of price charged to customers

Screenshot of Heading 10 of the P&L statement template
10 Marketing (commissions) 0.0] ﬁ Enter method of

t of keti
Sub-total of 10.1 or payment of marketing
(commission), i.e., share

10.2 i .
, . S Y IS of price charged to
Payment of marketing (commissions) method: charged to customers . in thi
customer In IS case

10.1

10.2 Method 2: Share of price charged to customers 0.0

Grayed out as irrelevant when
% of units of Toilet Packages 1 sold through sales ageni enterprise pays commission as 3 Enter share of units sold

% of units of Toilet Packages 2 sold through sales agent
% of units of Toilet Packages 3 sold through sales agent
% of units of Component 1 sold through sales agents (st
% of units of Component 2 sold through sales agents (sold individually, not as part of toilet package)
% of units of Component 3 sold through sales agents (sold individually, not as part of toilet package)
)
)

share of price charged to
customers

through sales agents for
each toilet
package/individual
component sold

% of units of Component 4 sold through sales agents (sold individually, not as part of toilet package
% of units of Component 5 sold through sales agents (sold individually, not as part of toilet package

\

J

% price of unit of Toilet Packages 1 shared with sales agents

% price of unit of Toilet Packages 2 shared with sales agents Enter % pr‘ice of unit of
% price of unit of Toilet Packages 3 shared with sales agents t

: : e _ _ oilet package/individual
% price of unit of Component 1 (sold individually, not as part of toilet package) shared with sales agents .
o . component shared with
% price of unit of Component 2

% price of unit of Component 3 sales agents
% price of unit of Component 4
% price of unit of Component5

sold individually, not as part of toilet package) shared with sales agents
sold individually, not as part of toilet package) shared with sales agents
sold individually, not as part of toilet package) shared with sales agents
sold individually, not as part of toilet package) shared with sales agents

o~~~

\

Revenue from sales of Toilet Package 1 2,000.0 M

Revenue from sales of Toilet Package 2 0.0 User inputs
Revenue from sales of Toilet Package 3 0.0

Revenue from sales of Component 1 (sold individually, not as part of t Sourced from LI - < 2,100.0 I:I Totals
Revenue from sales of Component 2 (sold individually, not as part of Revenue from toilet 300.0

Revenue from sales of Component 3 (sold individually, not as part of t sales 0.0 I:I Calculations
Revenue from sales of Component 4 (sold individually, not as part of toncrpavnaysy 0.0

Revenue from sales of Component 5 (sold individually, not as part of toilet package) q 0.0 - Grayed Section
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Marketing (non-commission)

Costs of marketing activities (apart from commissions paid to sales agents). Typically, it includes
cost for activities like printing marketing collateral and organizing local village meetings.

Marketing
(non-commission
expenses)

Marketing collateral

Organizing village
meetings

Other marketing
(non-commission)
expense

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Cost of producing marketing collateral such
as pamphlets, posters, local newspaper
advertisements

Cost of organizing village meetings (e.g.
refreshments at village meetings) or
showcase events at village markets

Any other marketing expenses

68



£ ) Marketing (non-commission)

lllustrative marketing collateral lllustrative village meetings

&

1. EH o olll —> Il —| o ol ——> “‘
i F ¥ ¢
Posters ‘
E Village meeting
Cost of printing N
marketing collateral —— Ctl?l;a;f; OLgecZZigg

Local newspaper
advertisements

A Sanitation A
als

.. . Customer Mone
mm'*““EE enterprise 29 y
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ooo
ooo
ooo

Marketing
(non-commission

Marketing (non-commission)

mmma Marketing collateral

Organizing village
meetings

expenses)

Implies additional units

Other marketing

(non-commission)
expense

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

No. of advertisements
printed

% I

) [N N ]
Average price per
advertisements

No. of village meetings
organized (annual)

3 2

LN
Average cost of

organizing | village meet

Other marketing (non-
commission) expense
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Recording marketing (non-commission) in P&L statement template

Screenshot of Heading || of the P&L statement template

Enter number of

11 Marketing (non-commission) ' >

0.0|

advertisements printed and

Sub-total of I'1.1-11.3

average cost per advertisement

1.1 Marketing collateral et

0.0

Number of advertisements printed

Average cost of printing (per advertisement)

Enter number of village

11.2 Village meeting

meetings organized and average
cost of organizing each village

0.0

Number of village meetings organized

Average cost of organization (per village meeting)

meeting

11.3 Other marketing (non-commission) expense |

Enter any other non-marketing

expense

Legend

User inputs
Totals

[ ]
[ ]
I:I Calculations
[ ]

Grayed Section



@ Repairs

apportioned.

Cost incurred to maintain equipment (e.g., molds, vehicle) in working condition.The total repair
expense of equipment that is shared with entrepreneurs' other business lines should be

Shared equipment

Repairs

Non-shared
equipment

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

Maintenance cost of equipment that is
shared with other business lines of the
entrepreneur

Maintenance cost of equipment that is solely
used for the sanitation enterprise

72



£ ) Repairs

lllustrative repair expense

Manual cart used by sanitation
enterprise breaks down

e » @&
)X

I
o4

Cost incurred to
keep the manual
cart in working
condition

In case manual cart is
shared with entrepreneur’s
other business lines, repair cost
will be apportioned to sanitation

iﬁ Sanitation % Repair

[ enterprise

Wr Manual cart Money
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Repairs

ooo
ooo
ooo

Repair costs of Asset |
(annual)

Shared equipment S8

Revenue from sanitation
enterprise (as a % of total

entrepreneur revenue)
LN ]

Repairs

Non-shared Repair costs of Asset | I:[::I
equipment )

Implies additional units

Apportioning repair expense by utilization rate of equipment by each business line of the enterprise
may be more accurate. However, gathering data on utilization rates of different equipment is
Tip challenging. MBS programs should determine the method of apportioning as per their convenience.

Module 2: Understand Current Performance — Profit & Loss Statement Preparation
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12

Recording repairs in P&L statement template

Screenshot of Heading 12 of the P&L statement template
Repairs ', 36.0|
12.1 Asset 1 Sub-total of 12.1-12.3
Shared / Non-shared asset ? Non-shared asset
Repair costs of Asset 1 (annual) 20.0
Revenue from sanitation enterprise (as a % of total entrepreneur revenue) 80%
Repair costs of Asset 1 (annual and apportioned) 20.0
12.2 Asset 2 o
Shared / Non-shared asset ? Revem.le from sgmtatton ' Shared asset
Repair costs of Asset 2 (annual) enterprise (as a % of total 20.0
Revenue from sanitation enterprise (as a % entrepreneur revenue) gets 80%
Repair costs of Asset 2 (annual and apport automatically filled from the 16.0
details in the ‘General business
12.3 Asset 3

information’ section but users

Shared asset

Shared / Non-shared asset ? should verify
Repair costs of Asset 3 (annual)

Revenue from sanitation enterprise (as a % of total entrepreneur revenue)

80%

Repair costs of Asset 3 (annual and apportioned)

0.0

}

For each asset, enter if shared
or non-shared with other
business lines of the
entrepreneur and annual
repair cost

Similarly, enter details of
repair costs of other
equipment of the
entrepreneur

Legend

User inputs
Totals

Calculations

i

Grayed Section




@ Bad debts

Amount of money due from customers (who have purchased toilets on credit) that is unlikely to
be recovered and has to be written off.

lllustrative bad debts

First half of year Second half of year Comments
= Cash sale Recorded as a bad debt in
—
'n' the P&L statement
2 Credit sale where customer has
—— —) .
'n' paid back
: o o Credit sale where customer has not
3 9 c
: 'n' * 'I' paid back, and is not expected to do so
o o Credit sale customer has not paid back,
— — .
'n' 'n' but is expected to do so
Customer profile
[ ] @ [ ]
'n' Customer that paid immediately ‘n‘ Credit customers under recovery period Credit customers who paid back 'n‘ Bad debt customer

Module 2: Understand Current Performance — Profit & Loss Statement Preparation
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Bad debts

ooo
ooo
ooo

% of units of Toilet Package |
sold on credit

3

% of credit customers of
Toilet Package |
who have stopped paying

&3

Bad debts

Average unrecoverable
amount per customer of
Toilet Package |

N N e

Units of Toilet Package | sol

7 = N

|
.
1
]

Implies additional units

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

% of units of Component |
sold on credit

% of credit customers of
Component |
who have stopped paying

Average unrecoverable
amount per customer of
Component |

Units of Component | sold

b

A N

=
1
1
-
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Screenshot of Heading 13 of the P&L statement template

13 Bad debts

% of units of toilets/components sold on credit

% of units of Toilet Package 1 sold on credit

% of units of Toilet Package 2 sold on credit

% of units of Toilet Package 3 sold on credit

% of units of Component 1 (sold individually, not as part of toilet package) on credit
% of units of Component 2 (sold individually, not as part of toilet package) on credit
% of units of Component 3 (sold individually, not as part of toilet package) on credit
% of units of Component 4 (sold individually, not as part of toilet package) on credit
% of units of Component 5 (sold individually, not as part of toilet package) on credit

% of credit customers who have stopped paying

% of credit customers of Toilet Package 1 who have stopped paying

% of credit customers of Toilet Package 2 who have stopped paying

% of credit customers of Toilet Package 3 who have stopped paying

% of credit customers of Component 1 (sold individually, not as part of toilet package) who have stopped paying
% of credit customers of Component 2 (sold individually, not as part of toilet package) who have stopped paying
% of credit customers of Component 3 (sold individually, not as part of toilet package) who have stopped paying
% of credit customers of Component 4 (sold individually, not as part of toilet package) who have stopped paying
% of credit customers of Component 5 (sold individually, not as part of toilet package) who have stopped paying

Average unrecoverable amount per customer

Average unrecoverable amount per customer of Toilet Package 1

Average unrecoverable amount per customer of Toilet Package 2

Average unrecoverable amount per customer of Toilet Package 3

Average unrecoverable amount per customer of Component 1 (sold individually, not as part of toilet package)
Average unrecoverable amount per customer of Component 2 (sold individually, not as part of toilet package)
Average unrecoverable amount per customer of Component 3 (sold individually, not as part of toilet package)
Average unrecoverable amount per customer of Component 4 (sold individually, not as part of toilet package)
Average unrecoverable amount per customer of Component 5 (sold individually, not as part of toilet package)

Units of Toilet Package 1 sold
Units of Toilet Package 2 sold

Units of Toilet Package 3 sold Sourced from LI —

Units of Component 1 sold (individually, not as part of toilet package)

Units of Component 2 sold (individually, not as part of toilet package) Revenue from tOIIet

Units of Component 3 sold (individually, not as part of toilet package)
Units of Component 4 sold (individually, not as part of toilet package) sales
Units of Component 5 sold (individually, not as part of toilet package)

Bad debts from Toilet Packages 1 sold
Bad debts from Toilet Packages 2 sold
Bad debts from Toilet Packages 3 sold
Bad debts from individual components sold

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

L

10%

20%

0 O/D

=5 | Recording bad debts in P&L statement template

Enter % of units of toilet
package/individual component
sold on credit

10%

10%

0%

20.0

2.0

Enter % of credit customers of
each toilet package/individual
component who have stopped

paying

Enter the average unrecoverable
amount per customer of each
toilet package/individual
component

4.0

0.0

12.0

Legend

i

User inputs
Totals
Calculations

Grayed Section
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@ Depreciation

Annual decline in the value of assets' owned by the sanitation enterprise. Assets have a limited
useful life, i.e., the number of years they are expected to contribute to the business. At the end
of the expected useful life, assets have scrap or salvage value. Depreciation is an accounting
method to spread the asset’s value spread over its useful life. It is a non-cash expense,i.e., it is
recorded as an expense despite not resulting in a cash outflow.

lllustrative depreciation on an asset

_o-_a Value of truck

Loss in value, i.e., depreciation Each year the value of truck depreciates by
usD 200
re=s=s
Sk
) |
|, |
" |
) I
o | | | MR L=h L=h
" |
Truck purchased by | R : I I I I
sanitation business for : )
USD 1,200.The useful life N S [ [ [ [ N

of the truck is 5 years | — — — — — —
I 1 1 1 1 1 1 1
! Beginning of : End of End of End of End of End of
' Year | Year | Year 2 Year 3 Year 4 Year 5

Value of truck
after 5 years
(salvage value) is
200 i.e. truck has
fully depreciated

I. An asset is any resource owned by a business. Examples of assets of sanitation enterprises include molds to make cement rings and pit covers, transportation vehicles to deliver toilets to

customers etc. Land is as asset but is not depreciated and should be excluded from depreciation calculations.




@ Depreciation

lines should apportion the total depreciation expense.

Sanitation enterprises that share assets (e.g., molds, vehicle) with entrepreneurs’ other business

Shared assets

Depreciation

mmme Non-shared assets

\I/

Depreciation of assets that are shared with
other business lines of the enterprise

Depreciation of assets that are solely used by
the sanitation business line of the enterprise

'@' Sanitation enterprises may continue to use assets even past their lifetime value. In such cases, it may

Ti be assumed that the assets have been fully depreciated.
p
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Depreciation

Tip such assets.

Depreciation

me Shared assets

Non-shared
assets

Implies additional units

Purchase price of

asset |

s

~

Salvage value of
asset |

s

-

Purchase price of

~

asset |

Salvage value of
asset |

Life of asset |
(years)

Life of asset |
(years)

&3

L

Revenue from sanitation
enterprise
(as a % of total
entrepreneur revenue)

L

Sanitation enterprises may be unable to express the total useful life and salvage value of an asset. In
such cases, users can refer to local accounting and taxation rules to find the rules of depreciation for

I.  Residual value of an asset is the value of the asset after the end of its useful life, i.e., after it has fully depreciated.

Module 2: Understand Current Performance — Profit & Loss Statement Preparation




Recording depreciation in P&L statement template

For each asset, enter name
and whether it is shared or
Screenshot of Heading 14 of the P&L statement template non-shared with other
business lines of the
14 Depreciation [ 12.8]
entrepreneur
141 Asset 1 Name of Asset 1
Shared / Non-shared asset ? Shared asset| .
Purchase price of Asset 1 100.0
Salvage value of Asset 1 20.0 L
Useful life of Asset 1 (years) 5.0 Enter the purchase price,
Age of Asset 1 (at the start of financial period in consideration) 3.0 ) salva e value useful I|fe and
Revenue from sanitation enterprise (as a % of total entrepreneur revenue) [ 80% 8 )
Depreciation on Asset 1 (annual and apportioned) £ 12.8 age of the asset
14.2 Asset 2 Name of Asset2| |9
Shared / Non-shared asset ? Shared asset
Purchase price of Asset 2
Salvage value of Asset 2 g
Useful life of Asset 2 (years) Similarly, enter details for all
Age of Asset 2 (at the start of financial period in ce ) i other assets
Revenue from sanitation enterprise (as a % of éneur revenue) ! 80%
Depreciation on Asset 2 (annual and appe- | 0.0

—

Revenue from sanitation business (as a
% of total entrepreneur revenue) gets Legend
automatically filled from the details in
the ‘General business information’
section, but users should verify

User inputs

Totals

Calculations

Grayed Section

i
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e Introduction
e Preparation of a Profit & Loss statement
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— Cost of goods sold

— Operating expenses

— Other expenses



Expenses

Costs unrelated to the core business of
the enterprise (such as, interest which is
not related to the products or services of
a sanitation enterprise)

e Other expenses

Note: This document excludes income and other taxes from “Other expenses” due to the typical informal status of sanitation enterprises. MBS programs can add taxes a separate line item if their
partner sanitation enterprises are taxed.
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@ Interest

Interest paid by the sanitation enterprises for loans.

lllustrative concept of loan and interest

Installments include
both principal and

Installment | interest
— —
Enterprise directly approaches Enterprise pays back A é_
or is connected to a lending loan in equal -3 H— - o E il

agency installments

A A Installment 2

1. B —> N Later
i = )

m - 4
Over time, share of
principal increases
o o ||

AN
. llilill

AN

. FH + — T
(L) —
Lending agency gives loan : Over time, share of
to enterprise after mterest decreases

Final installment

background checks

A Sanitation é Lending .
l-E imili PrlnC|paI Interest

enterprise agency

M. TS
om— 0 —@

AN




@ Interest

Interest on loans recorded in the P&L statement varies as per three scenarios, depending on the
period of the loan and the period for which the P&L statement is prepared.

Duration of loan payments and P&L statements

Loan aligns
with P&L statement duration e
=== =====
Year | Yedr 2 Interest expense for Yedr 3 Year 4
Loan expires during P&L statement duration

P&L statement duration

Year | Interest will be recorded in Veqr 2 Interest expense for Yeqr 3 Year 4
previous year’s P&L statement P&L statement duration : ‘
Interest will be recorded in

Loan starts during BETTTIWSSSSED S __ next year’s P&L statement
P&L statement duration

:

Year | Yeqr 2 Yeqr 3 Year 4

| | I Interest expense not recorded

. Duration for which P&L — T T 71 Interest expense recorded e
I:I Loan duration . . .
statement is prepared — — — = | in P&L statement — — — — | in the P&L statement



@ Interest

Sanitation enterprises have varying levels of information on the loans they take.The interest can
be calculated depending on the information available to them.

Interest can be
calculated using

EMI method Interest rate method

Enterprises disclose loan Enterprises disclose loan
principal, tenure and the principal, tenure and the
EMI! interest rate

I.  Equated monthly installment
2. Interest entered in P&L statement is dependent on duration for which P&L statement is prepared

Module 2: Understand Current Performance — Profit & Loss Statement Preparation
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s28 ) Interest
ooo
Interest can be
calculated using
Interest rate
EMI method
method
( 7\ ( 7\
Principal Principal
- J - J
( 7\ ( 7\
Start date of loan Start date of loan
- J - J
( 7\ ( 7\
Duration of loan (months) Duration of loan (months)
- J - J
( 7\ ( 7\
EMI
. Interest rate on loan (annual)
(Equated monthly installment) L )
: * More information on calculation of interest is available at Investopedia, Learn Simple and compound
N 7

Interest (https://www.investopedia.com/articles/investing/0206 | 4/learn-simple-and-compound-

; interest.asp)

Tip ° Interest calculation in the P&L statement template assumes that the loan will end within 5 years
from the start of the P&L statement duration.

I.  Equated monthly installment
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XLS

=5 ) Recording interest in P&L statement template
- EMI method

Screenshot of Heading |5 of the P&L statement template

Enter method of calculation of

15 Interest | 854 interest, i.e., EMI or principal
Method of calculation of interest expense: | EMI| method
15.1 Method 1: EMI [ 85.4
Loan1
Principal amount of Loan 1 500.0(-> User defined Enter principal start date
Start date of Loan 1 1-Dec-17|-> User defined . ’ ’
Duration of Loan 1 (months) 12 months [-> User defined duration and EMI of loan
Equated monthlyinstallament (EMI) of Loan 1 50.0|-> User defined
Start date of P&L statement 1-Jan-18|-> Pre-filled, but please verify
End date of P&L statement Start and end date of 31-Dec-18|-> Pre-filled, but please verify
Interest for P&L statementd P&L statement gets 85.4|-> Calculated below from the table
Calculation automatically filled Interest of loan for
Implied monthly rate (month  from the details in the | 2.92%| relevant P&L duration
€, . ’
Loan payment schedule General business - All internal calculations in this table
information’ section, 01-Dec-2017 01-Jan-2018  01-Feb-2018
Month # f 1 2 3
Principal remaining but users should Ve”ﬁ, 500 465 428
Interest 15 14 13
EMI < 50 50 50
Principal repayment 35 36 37
Considered for calculation No Yes Yes Legend
Interest L 0.0] 13.6] 12.5] User inputs
Calculation table that calculates Totals

interest for the relevant P&L duration
Calculations

Grayed Section

i
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Enter method of calculation of
interest i.e., EMI or principal
method

=5 | Recording interest in P&L statement
- Principal method
Screenshot of Heading 15 of the P&L statement template
15 Interest 85.4|
Method of calculation of interest expense: Principal |
15.1
15.2 Method 2: Principal 85.4

Loan1
Principal amount of Loan 1
Start date of Loan 1
Duration of Loan 1 (months)
Interest rate of Loan 1 (monthly) (%)
Start date of P&L statement
End date of P&L statement
Interest for P&L statement du Start and end date Of
P&L statement gets
automatically filled
from the details in the
‘General business
information’ section,

but users should verify

Calculation
Implied monthly EMI

Loan payment schedule

Month #

Principal remaining
Interest

EMI -
Principal payment

Considered for calculation

500.0|-> User defined

1-Dec-17|-> User defined

12 months |-> User defined

2.92%|-> User defined

1-Jan-18|-> Pre-filled, but plea

se veri;

Grayed out as irrelevant
when enterprise follows
principal method

Enter principal, start date,
duration of loan and interest

rate of loan

31-Dec-18|-> Pre-filled, but please verify

85.4|-> Calculated below from the table

50.0]

-> All internal calculations in this table

Interest of loan for
relevant P&L duration

Interest

-

Calculation table that calculates
interest for the relevant P&L duration

Module 2: Understand Current Performance — Profit & Loss Statement Preparation

01-Dec-2017 01-Jan-2018 01-Feb-2018
1 2 3

500 465 428

15 14 13

50 50 50

35 36 37

No Yes Yes

0.0] 13.6] 125

Legend

User inputs
Totals

Calculations

i

Grayed Section
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