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WELCOME

Congratulations on taking this step. Understanding where your business stands today by how your money moves, where pressure
O
builds, and what may be holding you back is one of the most valuable insights you can have as a business owner. I built chis

indusny playbook to provide that clarity.
A quick note before you begin: this industry playbook is not a rescue plan. It is a visibility tool.

It is designed for small business owners who are operating, generating revenue, and ready to understand their financial structure
more deeply. The cash flow pressures small businesses face are real and consistent across industries. Fixed costs that run whether
revenue is strong or slow, payroll that cannot wait for a good week to recover, and obligations that cluster before revenue has fully
built - these create cash flow dynamics that most business owners manage instinctively without ever measuring. This guide

changes that.

If you have been wondering why cash feels tight even when sales are strong, or why certain months feel harder than others, those

answers will become clearer through this process.
This guide covers four key areas of your financial picture:

Liquidity Coverage shows you how many months your business could sustain itself without new revenue coming in. It is your
financial cushion and your first line of defense against the unexpected. In a seasonal industry where four to five months of slow

revenue is structural, not optional, this number is your most important financial asset.

Fixed Expense Rigidity measures how much of your monthly revenue is already committed before you make a single discretionary

decision. The lower this number, the more flexibility you have when slow season arrives.

Revenue Concentration examines where your revenue comes from and how exposed you are if any single service line, client, or

season slows down or disappears.

Structural Timing Compression maps the gap between when your obligations are due and when your revenue actually arrives.

Most owners feel this pressure every spring and every month-end. Few have ever measured it.

Work through each section fully before moving to the next. Each section builds on the one before it. Take your time with the

reflection questions. The numbers will show you where you stand, and the questions will help you decide what to do next.

You built something real. Now let's make sure the financials reflect that.

Northstead Ledger - northsteadledger.com
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PART 1

YEARS 1-3: SURVIVALAND STRUCTURE

The first three years of a small business are defined by one reality: your fixed costs are almost always ahead
of your revenue stability. Rent, payroll, insurance, and supplier obligations are owed in full before your
customer base is fully built, your pricing has found its floor, or your monthly cash flow has found its rhythm.
Add the structural weight of obligations that do not pause when revenue slows (where fixed costs continue
unchanged while income drops), and the pressure in those early years becomes something most owners
manage instinctively without ever measuring.

This is not a sign of failure. It is the structural reality of the early stage. Every small business that reaches year
four navigated this window the same way: not by having perfect cash flow, but by having enough visibility to
survive the gaps. The goal in years one through three is not perfection. It is survival with clarity.
Understanding where your cash actually stands at any given moment is the single most powerful thing you
can do right now.

Northstead Ledger - northsteadledger.com
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SECTION 1

LIQUIDITY COVERAGE

WHY THIS SECTION MATTERS

Of all the financial metrics a small business owner can track, liquidity coverage is the one that determines
whether your business survives an unexpected disruption. Not profitability. Not revenue. Cash on hand.

Most small businesses that close are not unprofitable. They run out of cash at the wrong moment. An
equipment failure, a slow month, a client who delays payment, or an unexpected repair can push an otherwise
viable business into crisis if there is no reserve to absorb the shock. In an industry where approximately 50% of
small businesses do not survive their first five years, and where cash flow problems are consistently cited as the
primary structural cause of failure, liquidity is not a back-office number. It is the difference between making it to
year four and not.

This section will help you calculate exactly how many months your business can sustain itself without new
revenue coming in, and benchmark that number against where a healthy small business at your stage should be.

WHAT YOU WILL LEARN

-Your true liquid cash position

- Your average monthly operating expenses

-How many months of coverage you currently have
-How your coverage compares to industry benchmarks

-What your number means for your specific situation

Northstead Ledger - northsteadledger.com
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SECTION 1

LIQUIDITY COVERAGE

CONCEPT

Liquidity coverage measures how many months of operating expenses your current cash position can sustain
during slow or no-revenue periods. For a small business in years one through three, this number is almost always
lower than you want it to be. Less than three weeks of coverage is common at this stage. What matters is
knowing your number and building deliberately from it - before the next equipment failure, before the next slow
month, before a client delays payment on work you already paid your team to complete.

YOUR BENCHMARK AT THIS STAGE

-Under 2 weeks: High vulnerability — prioritize reserve building as soon as possible
- 2-4 weeks: Survivable but fragile - one unexpected expense creates real pressure
-1-2 months: Meaningful stability - you have a buffer for disruption

- 2+ months: Strong position — for years 1-3 you are ahead of most peers

INDUSTRY CONTEXT

The median small business holds approximately 27 cash buffer days in reserve, according to [JPMorgan Chase Institute
research across 600,000 small businesses. For businesses in years one through three, reserves are frequently lower than this
due to front-loaded costs — equipment, payroll, insurance, and supplier commitments — before revenue has fully
stabilized. Industry research consistently points to three to six months of fixed expenses as the target reserve floor, yet most
early-stage operators carry well under one month. The small businesses most likely to reach year five are not always the

most profitable in their early years. They are the ones that maintained enough cash to absorb the inevitable disruption.

Northstead Ledger - northsteadledger.com
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SECTION 1
LIQUIDITY COVERAGE

ILLUSTRATIVE EXAMPLE

The following is a composite illustrative business. It is not based on any specific restaurant.

Full-service restaurant - Year 2
Annual revenue: $396,000

Step 1: Calculate your current liquid cash position

Business checking balance: $14,200
Business savings balance: S 4,200

Other accessible cash: SO
Total liquid cash: $18,400
SICP 2: Calculate yOUT avemge mont:hly opemting CXPCTLSCS
Rent / Occupancy: $6,200
Payroll — front of house: $ 4,800
Payroll — back of house: $6,100
Payroll — management: $ 4,200
Food costs: $3,900
Beverage costs: $1,100
Utilities: $1,400
Insurance: $620
Loan / Debt payments: $980
Supplier minimums: S 400
Equipment leases: $340
POS / software subscriptions: $ 180
Delivery platform fees: $620
Marketing / advertising: $200
Repairs / maintenance: $150
Other: $310

Total monthly operating expenses: $ 31,500
Step 3: Calculate your coverage

Total liquid cash + Total monthly operating expenses = X months of coverage
$18,400 + $31,500 = 0.58 months —» approximately 17 days

What this reveals:

This restaurant has less than three weeks of cash reserves. Revenue is consistent but margin is thin, and nothing is being
retained as a buffer. One unexpected expense (equipment failure, a slow week, a supplier demand) creates immediate

pressure. The structure is not broken. The reserve habit simply has not been built yet.

Northstead Ledger - northsteadledger.com
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SECTION1
LIQUIDITY COVERAGE

WHAT WOULD YOU TAKE FROM THIS?

This restaurant has less than three weeks of cash reserves despite generating consistent revenue. What do you think is

preventing the reserve from being built?

Which expense in this business would you look into first?

If you had to build two weeks of reserve starting during peak season, where would the money come from?

What does this example tell you about your own cash position before you calculate ic?

Northstead Ledger - northsteadledger.com
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SECTION 1
LIQUIDITY COVERAGE

WORKSHEET

Step 1: Calculate your current liquid cash position

Business checking balance: $
Business savings balance: S
Other accessible cash: S

Total liquid cash: $

Step 2: Calculate your average monthly operating expenses

wr

Rent / Occupancy:
Payroll — all staff:

Owner draw:

Cost of goods / materials:
Utilities:

Insurance:

Loan / Debt payments:
Supplier minimums:
Equipment leases:
Software / subscriptions:
Marketing / advertising:
Repairs / maintenance:

Other:

A2 SN ¢ SR O2 N O B 0 S 0 SR 00 N O2 S 05 SRR 0 S 000

Total monthly operating expenses: S

Step 3: Calculate your coverage

Total liquid cash + Total monthly operating expenses = X months of coverage

Northstead Ledger - northsteadledger.com
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SECTION 1
LIQUIDITY COVERAGE

REFLECTION

Does coverage match what you assumed before doing this calculation?

If revenue stopped today, what would you have to do in weck three?

Is your cash sitting in one account or separated from committed obligations?

What is one specific action you could take this month to add rwo weeks of additional coverage?

STABILIZATION LEVERS

- Set aside 2-3% of weekly revenue into a separate reserve account immediately. Even small consistent

deposits build meaningful coverage over 90 days

-ldentify your single highest cash drain month and build a targeted buffer for it before it arrives

-If coverage is under 2 weeks, contact your top supplier or lender about extending payment terms by 15
days. Most accommodate reasonable requests from established clients

Northstead Ledger - northsteadledger.com
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SECTION 2

FIXED EXPENSE RIGIDITY

WHY THIS SECTION MATTERS

Fixed expense rigidity measures what percentage of your average monthly revenue is already committed to
non-negotiable obligations before you retain any margin. Every dollar above that line is yours to work with.
Every dollar below it is already spoken for.

For a small business in years one through three, high fixed ratios are expected. You are carrying rent, payroll,
insurance, and equipment obligations whether work is coming in or not. This is not a crisis. It is the structural
reality of the early stage. What matters is knowing your number so every hiring decision, every equipment
purchase, and every new commitment is grounded in what you can actually afford.

This section will help you calculate exactly what percentage of your revenue is already spoken for before you
make a single discretionary decision.

WHAT YOU WILL LEARN

- Your total fixed monthly obligations

-What percentage of revenue is committed before you retain any margin
-How your ratio compares to the benchmark for your stage

-Which specific obligations are driving rigidity

-Where flexibility may exist that isn't obvious

Northstead Ledger - northsteadledger.com
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SECTION 2

FIXED EXPENSE RIGIDITY

CONCEPT

Fixed expense rigidity measures what percentage of your average monthly revenue is already committed to
non-negotiable obligations before you retain any margin. For small businesses in years one through three,
this ratio is typically high, often between 68% and 809 of revenue. That is not automatically a crisis. It is the
structural reality of an early-stage business carrying full overhead before revenue has fully stabilized.
Understanding your ratio tells you exactly how much breathing room you have when a slow week hits or a
client delays payment.

YOUR BENCHMARK AT THIS STAGE

-Above 80%: Elevated pressure - even a modest revenue dip creates immediate cash stress
-68-80%: Typical for years 1-3 - manageable but leaves little margin for error
-60-68%: Solid for this stage — meaningful flexibility during slower periods

-Below 60%: Strong position - your cost structure is lean relative to peers

INDUSTRY CONTEXT

The median small business holds approximately 27 cash buffer days in reserve, according to JPMorgan Chase Institute
research across 600,000 small businesses. Fixed costs including labor, occupancy, and overhead typically represent 68-80%
of revenue for businesses in years one through three, leaving a thin margin window before profit. Combined obligations in
early years routinely push fixed expense ratios above 70% of revenue, and significantly higher during months where revenue

dips but obligations do not. Knowing your ratio is the first step toward managing i.

Northstead Ledger - northsteadledger.com
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SECTION 2
FIXED EXPENSE RIGIDITY

ILLUSTRATIVE EXAMPLE

Thcfbllowing is a composite illustrative business. It is not based on any Spcc@ﬁc contractor.

Business Profile:

General contractor - Year 2 - Residential remodels and small additions
Annual revenue: $450,000 - Monthly revenue: $37,500
Employees: Owner + 2 field crew + subcontractors as needed

Average monthly revenue: $S37,500
Total fixed monthly obligations: $20,100
Fixed expense ratio: $20,100 + $37,500 = 53.6%

Where the obligations sit:

Fixed obligations include rent and storage at $1,800, field crew payroll at $9,600, owner draw at $5,500,
insurance at $1,240, vehicle and equipment financing at $1,780, and software at $180, totaling $20,100 per
month.

What this reveals:

At 54%, this contractor’s fixed floor looks manageable on paper. But it does not include materials or subcontractors, which run another
$12,600 per month on average, pushing total committed spend to roughly 87% of revenue. That leaves approximately $4,800 per month

to absorb surprises, build reserves, or reinvest. At this stage, that gap is thin. One slow month or a delaycd draw narrows it to not]ling.

A high fixed expense ratio in early years is not a failure. Carrying it into year five without addressing it is.

Northstead Ledger - northsteadledger.com
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SECTION 2
FIXED EXPENSE RIGIDITY

WHAT WOULD YOU TAKE FROM THIS?
Review the illustrative example on the previous page before answering.
This contractor is in year two with a fixed expense ratio of 54%, but total committed spend, including materials and

subcontractors, reaches 87% of revenue. Why do you think that gap exists between the fixed ratio and the true committed

spend?

The fixed floor includes payroll, insurance, equipment financing, and owner draw. Which of those obligation types do you

think will be hardest to reduce as this business grows?

This business has approximately $4,800 per month of breathing room. What would you tell this owner to prioritize with

that margin?

If this were your business, what number would you want your fixed expense ratio to be and what would have to change to

get there?

The pattern here is common. Fixed obligations accumulate gradually and feel individually justified. The ratio only becomes visible

when you calculate it. That is the purpose of the next page.

Northstead Ledger - northsteadledger.com
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SECTION 2
FIXED EXPENSE RIGIDITY

WORKSHEET

Step 1: List your fixed monthly obligations

Obligation Monthly Amount Fixed or Variable

Rent / occupancy S Fixed
Payroll - all staff S Fixed
Owner draw S Fixed
Insurance S Fixed
Vehicle / equipment costs S Fixed
Equipment financing / leases S Fixed
Cost of goods / materials (avg) S Variable
Subcontractor / vendor costs S Variable
Software / subscriptions S Semi-fixed
Marketing / advertising S Variable
Loan / debt payments S Fixed
Other S Variable
Total S

Step 2: Calculate your ratio

Total fixed obligations + Average monthly revenue x 100 = %

Northstead Ledger - northsteadledger.com
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SECTION 2
FIXED EXPENSE RIGIDITY

REFLECTION

Which obligation feels disproportionately large relative to the revenue it supports?

If revenue dropped 15% next month, which obligation would you struggle to meet firse?

Are there any variable expenses that have quietly become fixed through habit or auto-renewal?

Which of your current supplier or vendor contracts, if renegotiated today, would have the most meaningful impact on your

monthly fixed obligations, and what is stopping you from initiating that conversation?

STABILIZATION LEVERS

-Audit every recurring charge. Subscriptions, software, and service agreements that made sense at launch
may No longer be earning their cost

-If your largest single fixed obligation exceeds 25% of monthly revenue, make reducing or restructuring it a
business priority this quarter

-ldentify one fixed obligation that could become variable or project-based. Even one structural shift reduces
your floor meaningfully

-Review payroll structure relative to actual revenue volume. Overstaffing from growth mode is common and

rarely examined until a slow period forces it

Northstead Ledger - northsteadledger.com
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SECTION 3

REVENUE CONCENTRATION

WHY THIS SECTION MATTERS

Of all the financial risks a small business carries in its early years, revenue concentration is the one most
owners underestimate. Not because it is hidden, but because a business generating consistent revenue
feels stable. The question is not whether money is coming in. It is whether too much of it is coming from too

few places.

Most small businesses in years one through three rely heavily on a small number of clients, a single service
type, or one primary revenue channel. That combination can represent 80-90% of total revenue. When one
source slows (a key client cancels, a platform changes its terms, or a single channel underperforms), the

impact is immediate and disproportionate. There is no other channel absorbing the loss.

This section will help you map exactly where your revenue comes from and calculate how exposed your
business is if any single client, source, or channel is disrupted.

WHAT YOU WILL LEARN

-Where your revenue actually comes from, broken down by source and client concentration
-What percentage of your revenue depends on any single source

-How your concentration compares to benchmarks for your stage

-Which sources represent the highest risk to your monthly income

-What diversification realistically looks like at years one through three

Northstead Ledger - northsteadledger.com
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SECTION 3

REVENUE CONCENTRATION

CONCEPT

Revenue concentration measures how much of your income depends on a single source and what happens to
your business if that source changes. For small businesses in years one through three, single-client or single-
channel concentration is a real and common risk. Your top three clients may represent 60-70% of your total
revenue. Beyond client concentration, your risk also lives in channel dependency. If 80% of your revenue comes
from a single service type or platform, a disruption to that channel creates immediate cash pressure.
Understanding where your revenue is concentrated tells you exactly where your business is most exposed.

YOUR BENCHMARK AT THIS STAGE
-Single client above 20% of revenue: High concentration risk — one cancellation creates immediate
structural pressure
- Top 3 clients above 50% of revenue: Elevated risk — client loss is your single biggest financial threat

-Maintenance-only revenue above 80%: Channel dependency - limited buffer when that source is
disrupted

-Multiple service lines and diversified client base: Strong position - reduced single-source exposure

INDUSTRY CONTEXT

Research consistently shows that most small businesses in years one through three are heavily dependent on a small number
of clients or a single revenue channel. For service businesses, the loss of one or two anchor clients can materially impact
monthly cash flow with little warning. Small businesses that develop a second meaningful revenue source within their first
three years show meaningfully stronger cash flow stability than those that remain dependent on a single channel. Knowing

your concentration is the first step toward reducing it.

Northstead Ledger - northsteadledger.com
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SECTION 3
REVENUE CONCENTRATION

ILLUSTRATIVE EXAMPLE

The following is a composite illustrative business. It is not based on any specific landscaping company.

Business Profile:

Owner-operator landscaping company - Year 2 - Residential maintenance and small installations

Annual revenue: $185,000
Average monthly revenue: $15,417

Where revenue comes from:

Recurring maintenance $10.417 68%
(mowing, edging, blowing) ‘ ?

Seasonal cleanups (spring / fall) $2,467 16%
Small installations (mulch, $1542 10%
plants, sod)
Other / one-time jobs $991 6%
Total $15,417 100%

What this reveals:

Recurring maintenance represents 68% of this company’s revenue. That concentration is expected at this stage — maintenance contracts
are how most landscaping businesses get started and build their client base. But the dependency is real. The top five maintenance clients
likely represent 40-50% of that maintenance revenue alone. If two or three of those clients cancel or pause service, monthly cash flow

takes an immediate and disproportionate hit. The business has not yet built the diversification that absorbs those shocks.

Early concentration is not a failure, but not knowing it exists is.

Northstead Ledger - northsteadledger.com
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SECTION 3
REVENUE CONCENTRATION

WHAT WOULD YOU TAKE FROM THIS?

Review the illustrative example on the previous page before answering.

This business generates 68% of its revenue from a single source. What do you think is the real barrier to developing a second

meaningful revenue channel at year two?

The second largest source represents only 16% of revenue. Why do you think that channel has not been developed furcher?

If the top revenue source dropped 30% for one quarter, what would this business need to do immediately?

If this were your business, which channel would you prioritize growing to reduce concentration risk and why?

Concentration risk is rarely visible until a client cancels or a season underperforms. The goal is not to eliminate concentration

— it is to understand it clearly enough to make intentional decisions.

Northstead Ledger - northsteadledger.com
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SECTION 3
REVENUE CONCENTRATION

WORKSHEET

SEEP 13 Map your revenue by source

Primary service / product S %
Secondary service / product S %
Third service / product S %
Online / platform channel S %
Events / seasonal S %
Other S %

Total $ 100%

Step 2: Map your revenue by client relationship

Client or Referral Source Est. Monthly

Client / Source Type % of Total

Name Amount

Top client S %

Top 3 clients combined S %

Top 5 clients combined S %

All other sources combined S %
Total $ 100%

Step 3: Identify your highest concentration risk

My primary concentration risk is:
It represents approximately % of my total revenue.

Northstead Ledger - northsteadledger.com
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SECTION 3
REVENUE CONCENTRATION

REFLECTION

If your top client or top revenue source cancelled tomorrow, what would that do to your monthly cash position?

Do you know which three months of the year your revenue is most vulnerable, and do you have a plan for them?

Are you actively adding new clients or revenue sources, or operating on the same base you started with?

If you were to add one revenue source in the next six months, what would it realistically be, and what is the first step to

resting it?

STABILIZATION LEVERS

- Track revenue by service type monthly for 60 days. Patterns become clear quickly and inform pricing,
staffing, and equipment decisions

-If a single client represents more than 30% of monthly revenue, make adding one new client relationship
your highest business development priority this year

-ldentify one low-effort revenue diversification opportunity and test it with your existing client base
before marketing it externally. Your current clients are your lowest-cost path to a second revenue stream

Northstead Ledger - northsteadledger.com
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SECTION 4

STRUCTURAL TIMING COMPRESSION

WHY THIS SECTION MATTERS

Cash flow problems in small businesses are rarely about how much money the business makes. They are almost
always about when that money arrives relative to when it is owed. A business generating $S33,000 per month can
still feel cash-strapped on the first of every month, not because revenue is insufficient, but because obligations
cluster at the beginning of the month while revenue builds throughout it.

This gap between when money goes out and when money comes in is called timing compression. In years one
through three, with thin reserves and no established credit buffer, this structural pressure can be intense. Most
owners manage it instinctively, delaying a payment here, drawing from savings there, without ever calculating

the actual size of the gap they are bridging every single month.

This section will help you quantify your compression gap and understand why it exists so you can build a
structure that absorbs it reliably.

WHAT YOU WILL LEARN

-When your largest financial obligations are due each month

-When your revenue actually arrives relative to those obligations

- The size of your monthly compression gap in dollars

-How obligation clustering creates pressure even in profitable months

-What a reliable cash buffer looks like at your stage

Northstead Ledger - northsteadledger.com
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SECTION 4

STRUCTURAL TIMING COMPRESSION

CONCEPT

Timing compression measures the gap between when cash exits your business and when it reliably returns. For
a small business in years one through three, this gap is typically 15 to 25 days. You pay payroll and suppliers in
the first week of the month. Rent is due on the first. But your revenue accumulates throughout the month and
may not fully cover those obligations until mid-month or later. That gap, even in a profitable business, creates
real cash pressure that has nothing to do with whether your business is succeeding.

YOUR BENCHMARK AT THIS STAGE

-Under 15 days: Well managed — strong cash timing for this stage
-15-25 days: Solid — manageable with adequate reserve coverage
- 25-35 days: Typical for years 1-3 - timing mismatches are amplifying cash stress

- 35+ days: Elevated — structural timing adjustment needed immediately

INDUSTRY CONTEXT

Small businesses in early operation typically experience their sharpest cash pressure in the first ten days of each month.
Rent, payroll, and supplier minimums cluster before sufficient revenue has accumulated to cover them. Research from
JPMorgan Chase Institute consistently identifies this timing gap as averaging 15 to 25 days for businesses in years one
through three. Understanding the exact size of the gap is the first step toward managing it, even when the obligations

themselves cannot yet be renegotiated.

Northstead Ledger - northsteadledger.com
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SECTION 4
STRUCTURAL TIMING COMPRESSION

ILLUSTRATIVE EXAMPLE

The following is a composite illustrative business. It is not based on any specific landscaping company.
Business Profile:

Owner-operator landscaping company - Year 2 - Residential maintenance and small installations
Annual revenue: $185,000
Average monthly revenue: $15,417

Obligation clustering Il Days 1-10:

Obligation Monthly Amount

Vehicle / truck payments Day 1 $1100
Crew payroll Day 1& Day 15 $ 4,800 per cycle
Equipment lease payments Day 1 $680
Insurance (vehicle + liability) Day 1 $520
Loan / debt payments Day 5 S 420
Storage / yard rent Day 1 $300
Total - Days 1-10 $7,820

Northstead Ledger - northsteadledger.com
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SECTION 4
STRUCTURAL TIMING COMPRESSION

ILLUSTRATIVE EXAMPLE

The following is a composite illustrative business. It is not based on any specific landscaping company.

Business Profile:

Owner-operator landscaping company - Year 2 - Residential maintenance and small installations

Annual revenue: $185,000
Average monthly revenue: $15,417

Revenue pattern:
- Days 1-10: approximately $4,167 (27% of monthly revenue — slow start, jobs completing mid-cycle)
- Days 11-20: approximately $5,250 (34%)

- Days 21-31: approximately $6,000 (39% — month-end invoices and cleanup jobs settling)

Compression gap: $7,820 out vs $4,167 in = $3,653 shortfall in days 1-10

What this reveals:

This landscaping company opens every month $3,653 behind before a single discretionary decision is made. That gap is
covered by revenue that builds through the month, but it requires carrying that shortfall in cash at all times. In years one
through three, with reserves averaging less than three weeks of coverage, that buffer barely exists. Any month in which early
jobs run SZowly, a client pays late, or an un@xpccted repair hits in the first 10 days widens the gap further. This is not a

revenue problem. It is a timing structure that requires a dedicated cash buffer to absorb it reliably.

— ) ) oo o T o
The compression gap does not appear on a P&L. It only becomes visible when you map your obligations against your actual

revenue timing.

Northstead Ledger - northsteadledger.com
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SECTION 4
STRUCTURAL TIMING COMPRESSION

WHAT WOULD YOU TAKE FROM THIS?

Review the illustrative example on the previous page before answering.

This landscaping company carries a $3,653 shortfall in the first ten days of every month. How do you think that affects the

owner’s decision-making during that window?

The compression gap here is structural: vehicle payments, payroll, and equipment obligations will always cluster at month's

open. What realistic options does this owner have to reduce the gap?

If this landscaping company had a $4,000 operating reserve specifically held for timing compression, how would that

change the pressure they feel at the start of each month?

If this were your business, what is the one obligation you would try to renegotiate the due date for and why?

Timing compression is the most invisible financial pressure a landscaping company carries. It does not show up in your profit

margins. It shows up in how you feel on the first of every month.

Northstead Ledger - northsteadledger.com
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SECTION 4

STRUCTURAL TIMING COMPRESSION

WORKSHEET

Step 1: Map your cash by outflows

Obligation Typical Due Date Monthly Amount

Rent / occupancy

Primary supplier
Secondary supplier

Loan / debt payments

Equipment leases

Software / subscriptions

Payroll cycle 1

Payroll cycle 2

Insurance

Other

Step 2: Identify your highest pressure window

The dates when the most cash exits:

through

Estimated cash out during that window: $
Average daily revenue / draws received during that period: S
Days to recover that outflow from revenue: days

Step 3: Calculate your cash gap

Average days obligations paid:

Average days client payments received:
days

Cash gap:

Cash Flow Stabilization Guide
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SECTION 4
STRUCTURAL TIMING COMPRESSION

REFLECTION

Do you know the specific week each month when your cash position is lowest?

Are multiple large obligations clustering in the same 5~7 day window at the start of each month?

Is your payroll cycle aligned with your highest revenue collection days or working against them?

Look at your obligation cluster in days one through ten. Which single due date, if moved by seven to ten days, would have

the most meaningful impact on your early-month cash pressure?

STABILIZATION LEVERS

- Identify whether any two major obligations land within the same 5-day window. If yes, contact one
vendor about shifting the billing date by 10-15 days. Most accommodate this with a simple request

- If payroll is biweekly, evaluate whether the cycle timing aligns with your highest revenue collection days.
A one-week shift can meaningfully reduce early-month pressure

- Begin tracking your lowest cash day each month. Knowing it in advance lets you prepare rather than
react, and gives you a target for your timing buffer
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PART1

STAGE CONSOLIDATION

Your Years 1-3 Financial Snapshot

Liquidity coverage __ months 1-2 months
Fixed Expense Rigidity % 68-80% typical
Revenue Concentration - Top source above 50%
Cash Gap __ days 15-25 days

YOUR THREE IMMEDIATE ACTIONS

Based on what you calculated above, write your three most urgent actions here before moving to Part 2.

I f your liquidity coverage is under two weeks, start there. Everything else is secondmy until you have a minimum buffer n place.
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PART 2

YEARS 4-7: STABILITY AND SCALE

By year four, a small business that has survived has proven something. Your core offering works. Your
customer base exists. The structural scramble of the early years has settled into a pattern, for better or
worse. The question shifts from "can we survive?” to "why does it still feel tight?" Years four through seven
are about identifying what is working, understanding what is quietly draining you, and building the financial
structure that turns a surviving business into a stable one.

At this stage, you likely have a team in place, a clearer picture of your revenue rhythm, and a growing sense of
what your business actually costs to run. What most owners discover is that revenue growth has not
produced the financial breathing room they expected. The obligations grew with the revenue. The reserve
stayed thin. Clarity at this stage is the difference between a business that plateaus and one that grows with
intention.
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SECTION 1

LIQUIDITY COVERAGE

WHY THIS SECTION MATTERS

By year four, you have proven something most small businesses never do. You survived. The questionis no
longer whether the business can make it through a bad month. The question is whether the financial structure
has actually improved since year one, or whether revenue grew while the reserve stayed thin.

Most businesses at this stage feel more stable than they are. Sales are consistent, the team is in place, and
operations feel settled. But liquidity coverage tells a different story for many owners. The reserve that was
barely adequate in year two is still barely adequate in year five, even though monthly expenses are now

significantly higher. The gap has not closed. It has grown.

This section will help you measure whether your liquidity position has genuinely improved, or whether growth
has quietly made the exposure larger.

WHAT YOU WILL LEARN

- Whether your reserve has grown proportionally with your revenue

- How your current coverage compares to the benchmark for years four through seven
- What structural habits are preventing reserve accumulation at this stage

- What it would take to reach the two to three-month target before year eight

- The specific actions that close the gap at your stage of operation
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SECTION 1

LIQUIDITY COVERAGE

CONCEPT

By years four through seven, you already know what liquidity coverage is. You calculated it in Part One. The
number you are looking at now should be meaningfully higher than the one you saw then. If itis not, that is the
finding. Revenue growth that does not produce reserve growth is a structural problem, not a timing issue. It
means cash is being consumed as fast as it is generated, and the business is running on the same thin margin it
always has, just at a higher volume.

The benchmark shifts at this stage because the stakes shift. A disruption that cost you $8,000 to absorb in year
two now costs $15,000 or more. The same coverage ratio buys you less protection as the business grows.

YOUR BENCHMARK AT THIS STAGE

-Under 3 weeks: High vulnerability — coverage has not improved since early years; structural issue
- 3-6 weeks: Survivable but stagnant — operational but exposed to any disruption or slow season
-1-2 months: Building stability — moving in the right direction; continue reserve contributions

- 2-3 months: On track — approaching the 3-month target appropriate for your stage

- 3+ months: Strong position for years 4-7 — you have real financial resilience

INDUSTRY CONTEXT

Small businesses that reach years four through seven with less than six weeks of liquid reserves are among the most
vulnerable to permanent closure during revenue disruptions. The businesses that successfully hire key team members, invest
in growth, or weather difficult periods overwhelmingly carry two or more months of coverage before making those moves. If

your number has not improved since Part One, the structure, not the revenue, is the issue that needs attention.
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SECTION 1
LIQUIDITY COVERAGE

ILLUSTRATIVE EXAMPLE

The following is a composite illuseracive business. It is not based on any speczfic restaurant.

Full-service restaurant - Year 5 - $680,000 annual revenue
Average monthly revenue: $56,667

Step 1: Calculate your current liquid cash position
Business checking balance: $22,400
Business savings balance:  $6,800

Other accessible cash: S0

Total liquid cash: $29,200

Step 2: Calculate your average monthly operating expenses

Rent / Occupancy: $7.800
Payroll — front of house: $6,200
Payroll — back of house: $7,400
Payroll — management: $5,100
Food costs: $5,200
Beverage costs: $1,600
Utilities: $1,600
Insurance: $890
Loan / Debt payments: $1,400
Supplier minimums: $600
Equipment leases: $480
POS / software subscriptions: S 220
Delivery platform fees: $840
Marketing / advertising: $400
Repairs / maintenance: $280
Other: $490

Total monthly operating expenses: $ 40,500

Step 3: Calculate your coverage

Total liquid cash + Total monthly operating expenses = X months of coverage
$29,200 + $40,500 = 0.72 months - approximately 22 days

What this reveals:

This restaurant is in its fifth year with nearly $700,000 in annual revenue. Yet liquid coverage sits at just
22 days. Revenue has grown since the early years, but the reserve hasn't followed. Each month, cash
arrives and gets fully consumed. Payroll, food costs, debt service, and incremental growth spending

absorb everything before anything can accumulate. The structure isn’'t broken. The reserve habit was
never built.
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SECTION 1
LIQUIDITY COVERAGE

WHAT WOULD YOU TAKE FROM THIS?

Review fh( 1llustmtwc CXCH‘HPZC on Eh@ previous pagc bCfOVC answering.

Looking at this business in year five, what stands out to you most about their liquidity position?

This business has been operating for five years and generates strong revenue. Why do you think the reserve has not been

built despite that growth?

The owner likely knows cash feels tight but may not know why. Based on what you see in the numbers, what would you tell

them?

If this were your business, what would you do differently starting this month?

The pattern in this example is not unusual. Most businesses in years four through seven are generating enough revenue to build a
reserve. They simply have not built the structure to make it automatic. Awareness is the first step. The worksheet on the next page

is yours.

Northstead Ledger - northsteadledger.com



Mz N
[

4
7N
|
|

ORTHSTEAD Cash Flow Stabilization Guide
‘DGER

SECTION 1
LIQUIDITY COVERAGE

WORKSHEET

You have the revenue history, use it to calculate your actual position below, do not estimate.

Step 1: Calculate your current liquid cash position

Business checking balance: $
Business savings balance: S
Other accessible cash: S
Total liquid cash: S

Step 2: Calculate your average monthly operating expenses
Rent / Occupancy: S

Payroll — all staff:

Owner draw:

Cost of goods / materials:

Utilities:

Insurance:

Loan / Debt payments:

S

S

S

S

S
S
Supplier minimums: s
Equipment leases: S
Software / subscriptions: S
Marketing / advertising: S
Repairs / maintenance: S
Other: S

Total monthly operating expenses: $

SEC‘D 3: (,alculare your coverage

Total liquid cash = Total monthly operating expenses = X months of coverage
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SECTION 1
LIQUIDITY COVERAGE

REFLECTION

You calculated your coverage number. Does it reflect the stability your revenue suggests it should, and if not, where is the

cash going instead of into reserves?

If coverage is still under one month, what has been absorbing the cash each month?

Is the pressure you feel around cash a revenue problem or a retention problem?

What would change in how you make decisions if you had three months of coverage in the bank?

STABILIZATION LEVERS

- Establish a dedicated reserve account and automate a fixed weekly transfer - even S200 per week builds

over $10,000 in a year

-Audit your largest recurring costs — at year five, early financing and vendor agreements often mature and
can be restructured for better monthly cash flow

-Review payroll structure relative to actual revenue volume - year five is when overstaffing from growth
mode quietly becomes a fixed drag

-Define areserve target tied to a specific goal and build toward it deliberately — vague intentions do not

move the number. Specific targets
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SECTION 2

FIXED EXPENSE RIGIDITY

WHY THIS SECTION MATTERS

By year four, the early-stage explanation for a high fixed expense ratio no longer applies. In years one through
three, carrying 68-80% was expected. Full overhead, building your customer base, revenue still stabilizing.
That context is gone now. Revenue has grown. Operations have settled. The ratio should have moved with
them.

If it has not, something specific is holding it in place. A lease signed under different assumptions. Payroll that
grew with each hire without a corresponding margin review. Equipment financing that made sense individually
but accumulated into structural weight. Every decision felt justified at the time. Together, they kept the floor

elevated.

This section will help you identify exactly what is holding your ratio where it is and whether the floor you are
carrying is by design or by default.

WHAT YOU WILL LEARN

- Whether your ratio has genuinely improved since years 1-3

- Which specific obligations are holding the floor elevated at this stage

- How your ratio compares to what is achievable for a landscaping company at years 4 through 7
- Where renegotiation or restructuring may create meaningful flexibility

- What a realistic path to a lower ratio looks like from where you are now
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SECTION 2

FIXED EXPENSE RIGIDITY

CONCEPT

You already know what fixed expense rigidity is. You calculated it in Part One. The question now is not what
the number means, but why it sits where it does, and whether that is acceptable at your stage.

Aratio that has not improved between year one and year five is telling you something. It does not necessarily
tell you the business is in trouble. It is telling you that revenue growth and cost growth have moved in parallel,
that every dollar of new revenue brought a corresponding dollar of new obligation. The floor rose with the
ceiling. Flexibility did not expand.

In years four through seven, the benchmark shifts meaningfully downward because the justifications for a
high ratio no longer exist. The business has maturity. It has negotiating history with suppliers and vendors. It
has payroll data that should inform staffing decisions with precision. The ratio you carry now is a choice, even
if it does not feel like one.

YOUR BENCHMARK AT THIS STAGE

- Above 72%: Elevated pressure — growth has added cost without improving structure
-65-72%: Still high — functional but leaves little room for investment or slow season
-55-65%: Solid for this stage - meaningful flexibility during slower periods

- Below 55%: Strong position - your cost structure supports intentional growth

INDUSTRY CONTEXT

Small businesses that successfully navigate years four through seven typically reduce their fixed expense ratio by 8—12%
compared to their early-stage floor. The primary drivers of that reduction are financing paydown, payroll restructuring as
the team matures, and deliberate overhead control as revenue grows. Businesses that carry the same ratio at year five that
they carried at year two have almost always added revenue and headcount simultaneously without reviewing the
structural cost underneath. If your ratio has not moved since Part One, the structure deserves a direct examination before

year eight.
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SECTION 2
FIXED EXPENSE RIGIDITY

ILLUSTRATIVE EXAMPLE

Thcfbllowing is a composite illustrative business. It is not based on any Spcc@ﬁc contractor.

Business Profile:

General contractor - Year 5 - Residential remodels and small additions & select commercial

Annual revenue: $1,350,000

Average monthly revenue: $112,500
Total fixed monthly obligations: $55,200
Fixed expense ratio: $55,200 + $112,500 = 49%

Where the obligations sit:

Fixed obligations include shop rent at $2,400, field crew payroll at $28,500, project manager salary at
$7,200, owner draw at $8,500, insurance at $2,900, vehicle and equipment financing at $4,200, and
software at $500, totaling $55,200 per month.

What this reveals:

This contractor sits at 49%, inside the solid range for years four through seven. But the ratio has barely moved since year
one when total committed spend, including materials, was running near 87%. Revenue grew, and the fixed floor grew with
it. A truck purchase added financing. A project manager hire added payroll. Each decision felt justified. Collectively, they
kept the floor from meaningfully compressing. The business has room, but not much. A 15% dip in revenue or a slow quarter

brings real pressure quickly.

A fixed expense ratio that doesn't improve as revenue grows is not a revenue problem, it is a structure problem.
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SECTION 2
FIXED EXPENSE RIGIDITY

WHAT WOULD YOU TAKE FROM THIS?

Review the illustrative example on the previous page before answering.

Looking at this business in year five, their ratio is 49%, which sits in the solid range. Why do you think the ratio has not

improved more meaningfully despite five years of revenue growth?

The fixed floor rose alongside revenue: a truck purchase, a project manager hire, and equipment financing. Which of those

obligation types do you think is hardest to reduce once it is in place?

This business has room, but not much. What would you tell this owner to do differently starting next monch?

If this were your business, what number would you want your fixed expense ratio to be, and what would have to change to

get there?

The pattern here is common. Fixed obligations accumulate gradually and feel individually justified. The ratio only becomes

visible when you calculate it. That is the purpose of the next page.
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SECTION 2
FIXED EXPENSE RIGIDITY

WORKSHEET

Step 1: List your monthly obligations

Obligation Monthly Amount Fixed or Variable

Rent / occupancy S
Payroll - all staff S
Owner draw S
Insurance S

Vehicle / equipment costs S
Equipment financing / leases S
Cost of goods / materials (avg) S
Subcontractor / vendor costs S
Software / subscriptions S
Marketing / advertising S
Loan / debt payments S
Other S

Total S
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SECTION 2
FIXED EXPENSE RIGIDITY

WORKSHEET

Step 2: Calculate your average monthly revenue
(Total revenue last 6 months + 6)
Average monthly revenue: $

Step 3: Calculate your fixed expense ratio

Total fixed obligations + Average monthly revenue x 100 = %

Where do you land?

Compare your result to the Years 4-7 benchmark. Above 72% means growth has added cost without improving structure. Below

0, s - e . PR et . . R . . )
55% means your cost structure supports intentional decisions. Your target at this stage is meaningful improvement from where

you started.
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SECTION 2
FIXED EXPENSE RIGIDITY

REFLECTION

Look at your ratio. Is it where it is because of decisions you made intentionally, or because obligations accumulated and

were never examined?

If your ratio is above 65%, which specific obligation has grown the most since year one?

Are your fixed obligations the result of intentional decisions or gradual accumulation?

If revenue dropped 20% next month due to weather, a lost account, or a shortened season, which fixed obligation would

create EhC most i?ﬂﬂlt’di&l[t? pressure?

STABILIZATION LEVERS

- Audit every equipment lease — year five is often when early leases mature and can be renegotiated,
paid off, or eliminated entirely

- Review crew payroll structure — overstaffing from peak season growth mode is common and rarely
examined. One position reduction or shift to part-time during slow months can move the ratio
meaningfully

- Renegotiate supplier and materials pricing — longer tenure gives you leverage most early-stage owners
don't have

-Identify one fixed obligation that could become variable or seasonal. Even one structural shift reduces
your floor meaningfully
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SECTION 3

REVENUE CONCENTRATION

WHY THIS SECTION MATTERS

By year four, most small businesses have added revenue sources beyond their original model. New service lines,
additional platforms, repeat clients, or referral relationships. Each addition felt like growth. And it was. But
growth in sources does not automatically mean a reduction in concentration. A business generating strong
revenue with 65% still flowing through a single client or channel has not meaningfully diversified. It has just
grown the same exposure to a larger number.

The question at this stage is not whether you have multiple sources. It is whether any single client, contract, or
channel could disrupt your entire financial position if it changed tomorrow. A repeat client that represents 30%
of your revenue, a platform that drives the majority of your orders, a single service type that disappears if
conditions shift. These are not hypothetical risks at year four. They are operational realities that test whether

the revenue structure underneath the business is genuinely resilient or just busy.

This section will help you move beyond knowing your revenue breakdown to understanding what it would
actually cost you if your top source underperformed for a full quarter.

WHAT YOU WILL LEARN

-Whether your source mix has genuinely diversified since years 1-3

-Which single source creates the most structural exposure at your current revenue level
-How your concentration compares to the benchmark for years 4-7

-What the real dollar cost of your top source underperforming looks like

-Which diversification moves are realistic and highest impact at your stage
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SECTION 3

REVENUE CONCENTRATION

CONCEPT

By years four through seven, you have already mapped your revenue sources. The question is no longer what
they are. It is whether the mix has shifted in a meaningful direction since Part One, and whether the sources
you have built carry enough weight to absorb a disruption in your primary channel

Abusiness generating strong revenue but running 65% through a single client or channel is not as stable as
its top line suggests. A relationship change, a platform fee increase, or a competitor entering your market
can materially alter monthly cash flow overnight. The revenue looks diversified on a source breakdown. The
risk does not.

YOUR BENCHMARK AT THIS STAGE

- Top source above 70%: Elevated risk — single source dependency creates structural fragility
- Top source 55-70%: Moderate risk — functional but exposed to source-specific disruption
- Top source 40-55%: Developing balance — moving in the right direction

-Top source below 40%: Strong diversification— revenue spread supports stability

INDUSTRY CONTEXT

Small businesses in years four through seven increasingly generate revenue across multiple service lines, client relationships,
and channels. Research consistently shows that businesses with three or more meaningful revenue sources demonstrate
stronger cash flow stability during slowdowns and disruptions than those dependent on one or two. Revenue that looks

diversified on a source list is often concentrated underneath. The breakdown tells the real story.
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SECTION 3
REVENUE CONCENTRATION

ILLUSTRATIVE EXAMPLE

The following is a composite illustrative business. It is not based on any specific landscaping company.
Business Profile:

Landscaping company - Year 5 - Residential maintenance, installations, and seasonal services

Annual revenue: $620,000
Average monthly revenue: $51,667

Where revenue comes from:

Recurring maintenance $31,000 60%
Seasonal cleanups (spring / fall) $8,267 16%
Installations (mulch, plants, sod) $7,750 15%

Hardscaping / larger projects $3,100 6%
Other / one-time jobs $1,550 3%
Total $51,667 100%

What this reveals:

Recurring maintenance still represents 60% of this company's revenue. That concentration has improved since year two but
remains the dominant source. If the top three maintenance clients cancel in the same season — which happens more often
than owners expect — over $15,000 in monthly revenue is immediately at risk. Installations and hardscaping exist but have

not been developed into channels with enough weight to absorb that kind of disruption. The business is generating strong

top-line numbers but the structure underneath is more fragile than it appears.

Revenue that looks diversified on a service list is often concentrated underneath. The source breakdown tells the real story.
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SECTION 3
REVENUE CONCENTRATION

WHAT WOULD YOU TAKE FROM THIS?

Review the illustrative example on the previous page before answering.

This business still generates 60% of revenue from a single source. What do you think is the real barrier to developing a

second meaningful revenue channel by year five?

The second largest source represents only 16% of revenue. Why do you think that channel has not been developed further

despite five years of operation?

If the top revenue source dropped 20% for one full season, what would this business need to do immediately?

If this were your business, which source would you prioritize growing to reduce concentration risk and why?

Concentration risk is rarely visible until a source disrupts. The goal is not to eliminate concentration. It is to understand it

clearly enough to make intentional decisions.
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SECTION 3
REVENUE CONCENTRATION

WORKSHEET

SECP iz M&lp your revenue by source

Primary service / product S %
Secondary service / product S %
Third service / product S %
Online / platform channel S %
Events / seasonal S %
Other S %

Total < 100%

Step 2: Map your revenue by client relationship

Client / Source Type Est. Annual Amount % of Total

Top client monthly revenue S %
Top 3 clients combined S %
Top 5 clients combined S %

All other sources combined S %

Total $ 100%
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SECTION 3
REVENUE CONCENTRATION

WORKSHEET

Step 3: Identify your top source

Top revenue source:
% of total revenue: %

Step 4: Calculate your concentration

Top two sources combined: %

Where do you land?

Compare your result to the Years 4-7 benchmark. Above 70% in a single source means your revenue structure carries meaningful
fragilicy. Below 40% in any single source means you have genuine diversification. Most businesses at this stage sit between 55-70%

in their top source. Functional but worth monitoring.
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SECTION 3
REVENUE CONCENTRATION

REFLECTION

What is your single largest revenue source, and what percentage does it represent?

Has your revenue mix changed meaningfully since year one, or are you still primarily dependent on the same service type

and client base?

Which service line has the most untapped potential in your specific market at this stage?

If your top client or top service type disappeared tomorrow, how long could you sustain operations on remaining revenue?

STABILIZATION LEVERS

-ldentify one new client relationship or revenue channel and make pursuing it a standing business priority
this quarter

-Build a second service or product offering and price it deliberately - second meaningful channel reduces
single-source exposure and fills slow periods

- Audit your top five clients by revenue contribution quarterly - if any single client exceeds 20% of revenue,
make adding a replacement-level client a priority before that relationship changes

- Define a three year revenue mix target and measure progress against it annually - diversification requires
aplan, not just intention
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SECTION 4

STRUCTURAL TIMING COMPRESSION

WHY THIS SECTION MATTERS

By years four through seven, timing compression is no longer a surprise. You have opened the month behind
on cash enough times to recognize the pattern. The question is whether you have moved from recognizing
it to actually planning around it.

The obligations have not changed. Rent is still due on the first. Payroll still hits on a fixed schedule. Supplier
invoices still cluster at the beginning of the month. What changes at this stage is your ability to see the full

shape of the gap and build deliberately around it rather than managing it reactively every thirty days.

A business generating strong revenue that still starts each month scrambling to cover the first ten days has
not solved a cash flow problem. It has lived with a structural one. This section will help you calculate exactly
how large your gap is today and whether your current reserve is sized to absorb it without stress.

WHAT YOU WILL LEARN

-When your fixed obligations actually hit relative to your revenue cycle
-How many days of compression you carry each month

-Whether your timing pattern has improved since years 1-3

-Which specific obligations create the most pressure in your cycle

-What structural adjustments reduce compression without reducing obligations
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SECTION 4

STRUCTURAL TIMING COMPRESSION

CONCEPT

By years four through seven, your compression gap is a known pattern. The question is no longer what itis. It
is whether you have built the cash position to absorb it reliably, or whether you are still bridging it month to
month through timing luck and delayed payments.

For a business at this stage, the monthly compression pattern should be understood well enough to plan
around. The compression itself may not change (landlords and payroll schedules are not easily renegotiated),
but knowing the exact size of the gap allows you to hold appropriate cash going into each month rather than
being surprised by it repeatedly.

YOUR BENCHMARK AT THIS STAGE
-Gap of 20+ days: High compression — significant cash required at month open to cover obligations
before revenue builds

-Gap of 14-20 days: Moderate compression - manageable with planning but vulnerable to slow revenue
weeks

-Gap of 7-14 days: Low compression — timing is reasonably balanced; maintain cash discipline

-Gap under 7 days: Minimal compression - strong timing alignment; revenue covers obligations quickly

INDUSTRY CONTEXT

Small businesses typically experience their highest obligation clustcring n days one Ehrough seven of the month. Rent,
payroll, and supplier minimums often align in this window while revenue builds mid-month and month-end. Businesses
that establish dedicated timing buffers separate from their general operating account report meaningfully lower financial

stress during both slow weeks and slow periods. Knowing your exact gap is the first step toward managing it deliberately.
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SECTION 4
STRUCTURAL TIMING COMPRESSION

ILLUSTRATIVE EXAMPLE

The following is a composite illustrative business. It is not based on any specific landscaping company.
Business Profile:

Landscaping company - Year 5 - Residential maintenance, installations, and seasonal services

Annual revenue: $620,000
Average monthly revenue: $51,667

Obligation clustering Il Days 1-10:

Obligation Due / Timing Monthly Amount

Vehicle / truck payments (3 vehicles) Day 1 $3,200
Crew payroll (4 field + owner draw) Day1&15 $18,400 per cycle
Equipment lease payments Day 1 $1,840
Insurance (vehicle + liability + workers comp) Day 1 $1,650
Loan / debt payments Day 5 $980
Storage / yard rent Day 1 $800
Total - Days 1-10 $26,870
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SECTION 4
STRUCTURAL TIMING COMPRESSION

ILLUSTRATIVE EXAMPLE

The following is a composite illustrative business. It is not based on any specific landscaping company.
Business Profile:

Landscaping company - Year 5 - Residential maintenance, installations, and seasonal services

Annual revenue: $620,000
Average monthly revenue: S51,667

Revenue pattern:

-Days 1-10: approximately $13,950 (27% of monthly revenue — slow start, jobs completing mid-cycle)
-Days 11-20: approximately $17,567 (34%)

-Days 21-31: approximately $20,150 (39% — month-end invoices and installation jobs settling)

Compression gap: $26,870 out vs $13,950 in = $12,920 shortfall in days 1-10

What this reveals:

This business opens every month $12,920 behind before a single discretionary decision is made. That gap has grown
proportionally with the business; obligations have scaled with revenue, but the timing structure has not been actively
managed. At year five, this compression gap is nearly four times what it was in year two. The business carries it every

month. A dedicated timing buffer sized to absorb it has never been formally established.

The compression gap does not appear on a P&L. It only becomes visible when you map your obligations against your actual
revenue iming.
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SECTION 4
STRUCTURAL TIMING COMPRESSION

WHAT WOULD YOU TAKE FROM THIS?

Review the illustrative example on the previous page before answering.

This business carries a $12,920 shortfall in the firse ten days of every month. How do you think thar affects the owner's
9 ) "y Yy

decision-making during that window?

The compression gap here is structural. Obligations will always cluster at month open. What realistic options does this

owner have to reduce the gap at year five?

If this business had a $13,000 operating reserve specifically held for timing compression, how would that change the pressure

they feel at the start of each month?

If this were your business, what is the one obligation you would try to renegotiate the due date on, and why?

Timing compression is the most invisible financial pressure a landscaping company carries. It does not show up in your profic

margins. It shows up in how you feel on the first of every month.

Northstead Ledger - northsteadledger.com



Az NORTHSTEAD Cash Flow Stabilization Guide
7S LEDGER

SECTION 4
STRUCTURAL TIMING COMPRESSION

WORKSHEET

Map your actual obligation due dates below. Be as specific as possible — estimate if needed, but resist grouping
everything as “beginning of month.”

Step 1: Map your obligation timing

Obligation Monthly Amount Due Date / Window

Rent / occupancy S
Payroll cycle 1 S
Payroll cycle 2 S

Primary supplier S
Secondary supplier S
Loan / debt payments S
Insurance S
Equipment leases S
Software / subscriptions S
Utilities S

Other S

Northstead Ledger - northsteadledger.com
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SECTION 4
STRUCTURAL TIMING COMPRESSION

WORKSHEET

Step 2: Group by window

Days 1-10 S
Days 11-20 S
Days 21-31 S

Total $

Step 3: Map your revenue timing

Estimate what percentage of your monthly revenue typically arrives in each window based on your actual
draw and payment pattern.

i O,
Window Estimated 2% of Monthly

Estimated S Amount
Revenue

Days 1-10 % S
Days 11-20 % S
Days 21-31 % S

Total 100% $

Step 4: Calculate your compression gap

Days 1-10 obligations: $
Days 1-10 revenue: S
Gap: $ (obligations minus revenue in this window)

Where do you land?

A positive gap means your obligations exceed early revenue — this is compression. The larger the number, the more cash you
need to carry going into each month. Compare your gap to your current liquid cash position from Section 1. Is your reserve

large enough to absorb your compression gap comfortably?
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SECTION 4
STRUCTURAL TIMING COMPRESSION

REFLECTION

What is your compression gap, and were you aware of the exact number before calculating it today?

Is your current liquid cash reserve large enough to absorb your compression gap without stress every single month?

Which obligation clustering in days one through ten creates the most pressure for your specific business?

Has your compression gap improvcd since your early years, or has it grown as your obligations have grown?

STABILIZATION LEVERS

-Hold a dedicated timing buffer. A separate cash reserve sized to your compression gap, not touched for
any other purpose. At year five, this number should be named, sized, and sitting in its own account

-Request mid-month payment terms from at least one major supplier - longer relationships give you
negotiating leverage most owners at this stage have not yet used

- Shift one payroll cycle — even moving one cycle from day one to day seven reduces the peak clustering
meaningfully without changing total payroll cost

- Offer clients a small discount for upfront or advance payment - collecting before the month starts
moves cash inflow earlier and reduces early-month compression directly
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o E__ NORTHSTEAD Cash Flow Stabilization Guide
21X LEDGER

PART 2

STAGE CONSOLIDATION

Your Years 4-7 Financial Snapshot

Liquidity Coverage ___months 2-3months
Fixed Expense Rigidity _ % Below 55%
Revenue Concentration % Top source below 55%
Timing Compression Gap __ days Under 14 days

YOUR THREE PRIORITY ACTIONS

Based on what you calculated above, write your three most urgent actions here before moving to Part 3.

I f your liquidiry coverage has not improved since Part 1, start there. A stagnant reserve at year five 1S a structure problem, and it is the

foundation everything else builds on.
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PART 3

YEARS 8+: LEGACY AND SCALE

By year eight, a small business that has survived and stabilized has earned something most never achieve:
proof of concept at scale. The core offering works. The team exists. The customer base is established. The
question at this stage is no longer whether the business can survive a disruption or even whether it can be
stable. The question is whether the financial structure underneath it is strong enough to support what
comes next.

Year eight and beyond are when small business owners face their most consequential decisions: a key
leadership hire, a significant capital investment, a second location or expansion, or positioning the business
for an eventual exit. Every one of those decisions is made easier or harder by the financial clarity you have
built to this point. This section will help you understand whether your structure is ready for what you want to
build, or whether there are gaps that need to close first.
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SECTION 1

LIQUIDITY COVERAGE

WHY THIS SECTION MATTERS

By year eight, liquidity coverage is no longer about survival or even stability. It is about optionality. A small
business with three to six months of liquid reserves does not just weather disruption. It makes decisions from
a position of strength. It can negotiate better terms, absorb a slow quarter without panic, fund a key

investment without debt, or move quickly on an opportunity when it appears.

Businesses at this stage that still carry under one month of coverage have not solved the structural problem.
Revenue growth has masked the gap. But the gap remains, and at this stage, the consequences of a cash
crisis are significantly larger because the obligations are larger and the decisions being considered are more

consequential.

This section will help you understand whether your liquidity position has reached the level that a year eight

business genuinely needs, not just to survive, but to grow with intention.

WHAT YOU WILL LEARN

-Whether your liquid reserve has kept pace with your revenue growth
-How your coverage compares to the benchmark for a mature operation
-Whether your reserve is large enough to support strategic decisions
-What is preventing further reserve growth if coverage is still low

- The specific actions that move a mature business toward genuine financial resilience
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SECTION 1

LIQUIDITY COVERAGE

CONCEPT

Liquidity coverage measures how many months of operating expenses your current cash position can sustain
without any new revenue coming in. For a small business in years eight and beyond, this number should reflect
the maturity and scale of the operation. A business generating nearly a million dollars annually that carries less
than one month of reserves has not built the financial foundation its revenue suggests it should have.

At this stage, liquidity is not just a safety metric. It is a strategic asset. Reserve depth determines what decisions
you can make without external financing, how quickly you can move on opportunities, and how much leverage

you carry into any negotiation.

YOUR BENCHMARK AT THIS STAGE
-Under 1month: Structural gap — reserve has not kept pace with business maturity — priority issue
-1-2 months: Below target — functional but insufficient for strategic decisions at this stage
- 2-3months: Approaching strength — solid foundation; continue building
- 3-4 months: Strong position — reserve supports intentional growth decisions

- 4+ months: Exceptional — you have genuine financial optionality at this stage

INDUSTRY CONTEXT

Small businesses at the eight-plus year stage with three or more monchs of liquid reserves are significantly more likely to
successfully take on larger opportunities, make key hires, fund investments without debt, or weather a major disruption
without permanent damage. Reserve depth at this stage is less about survival and more about the qualicy of decisions the
owner can afford to make. A business that has survived eight years deserves a reserve that reflects eight years of earned

stability.
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SECTION 1
LIQUIDITY COVERAGE

ILL

The following is a composite illustrative business. It is not based on any specific restaurant.

USTRATIVE EXAMPLE

Business Profile:

Full-service restaurant - Year 8 - $320,000 annual revenue

Average monthly revenue: $76,667

Step 1: Current liquid cash position

Business checking balance: $28,400
Business savings balance: S 41,600
Other accessible cash: SO
Total liquid cash: $70,000

Step 2: Average monthly opemring CXPGI’ISCS

Rent / Occupancy: $ 9,200
Payroll — all staff: $ 26,400
Food & beverage costs: $ 8,800
Utilities: $ 2,100

Insurance: $1,200

Loan / Debt payments: $ 2,800
Equipment leases: $S4,400
POS / Software: $ 320

Delivery platform fees: $ 1,100
Supplier minimums: $ 800
Marketing: S 600

Other: $ 480

Total monthly operating expenses: $ 58,200

Step 3: Coverage calculation

Total liquid cash + Total monthly operating expenses = X months of coverage

$70,000 + $58,200 = 1.20 months - approximately 36 days

What this reveals:

The Restaurant & Food Service Playbook

This restaurant has been operating for eight years and generates nearly $1,000,000 annually. Yer liguid coverage sits at
8 ght'y 8 ) $1,000, Y q g

just 36 days, below the two month floor for a business at this stage. Revenue has grown consistently. The reserve has not

kept pace. Reinvestment, debt service from an earlier expansion, and owner distributions have absorbed cash before it

could accumulate. The business is profitable and established, but not yet financially resilient at the level its maturity

warrants.

A restaurant that has survived eight years deserves a reserve that reflects eight years of earned stability. That number is not there

yCL'.
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SECTION 1
LIQUIDITY COVERAGE

WHAT WOULD YOU TAKE FROM THIS?

Review the illustrative example on the previous page before answering.

This business has been operating for eight years and generates nearly $1,000,000 annually, yet carries only 36 days of

liquid coverage. What do you think has been absorbing the cash that should have built a stronger reserve?

The benchmark for a year eight plus business is three to four months of coverage. This business is at 36 days. What specific

decisions would be harder or impossible to make at this coverage level versus at three months?

Ouwner distributions are mentioned as one factor keeping the reserve low. How do you think about the balance between paying yourself

and building business reserves at this stage?

If this business wanted to open a second location or make a major capital investment in 18 months, what would need to

change about their liquidity position first?

Eight years of operation without a meaningful reserve is not a revenue problem. It is a prioritization problem. The reserve does not

build itself. It has to be protected deliberately.
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SECTION 1
LIQUIDITY COVERAGE

WORKSHEET

You have the revenue history, use it to calculate your actual position below, do not estimate.

Step 1: Calculate YOour current Ziquid cash position

Business checking balance: $
Business savings balance: S
Other accessible cash: S
Total liquid cash: $

Step 2: Calculate your average monthly operating expenses

Rent / Occupancy: S
Payroll — all staff: S
Owner draw: S

Cost of goods / materials: S
Utilities: S
Insurance:

Loan / Debt payments:

Supplier minimums:

Software / subscriptions:

S
S
S
Equipment leases: S
S
Marketing / advertising: ~ $

S

Repairs / maintenance:
Other: S

Total monthly operating expenses: $

SEC‘D 3: (,alculare your coverage

Total liquid cash = Total monthly operating expenses = X months of coverage

Northstead Ledger - northsteadledger.com
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SECTION 1
LIQUIDITY COVERAGE

WORKSHEET

Step 3: Calculate your coverage

Total liquid cash + Total monthly operating expenses = X months of coverage

Where do you land?

Compare your result to the Years 8+ benchmark. Under one month means your reserve has not kept pace with your business
maturity. This is a priority issue Vegardkss of revenue. Two to three months is your ﬂoor at this stage. Three to four months gives

you genuine optionality. Four months or more means you have built something real.
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SECTION 1
LIQUIDITY COVERAGE

REFLECTION

Has your Zlqlﬂd reserve grown PTOPOVEiOTlaZZy Witll your revenue over []’16 Zast E}N‘C(f yC&lTS.?

If you needed to make a major capital decision today (a key hire, a significant equipment purchase, a second location), could

you fund it without debt?

What has consistently absorbed cash before it could accumulate into a meaningful reserve?

What would change about how you operate this business if you had four months of coverage sitting in a dedicated account?

STABILIZATION LEVERS

- Establish a non-negotiable monthly reserve contribution. Treat it as a fixed obligation, not discretionary
savings. Automate the transfer so it happens before you have the opportunity to spend it

- Separate your reserve account from operating cash entirely. Use a different bank if necessary to reduce
the temptation to draw from it

-Review owner distribution structure with your accountant. At this stage, distributions should follow a
defined schedule tied to reserve targets, not cash availability

-Define areserve target tied to a specific strategic goal and build toward that number deliberately. Vague
intentions do not move the number. Specific targets do
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SECTION 2

FIXED EXPENSE RIGIDITY

WHY THIS SECTION MATTERS

By year eight, fixed expense rigidity tells a different story than it did in your early years. The question is no longer
whether your ratio is high. It is whether your ratio reflects intentional decisions or accumulated obligations that

have never been examined.

A business at this stage has had years to renegotiate leases, restructure debt, and right-size payroll to actual
demand. If the fixed expense ratio is still above 65% at year nine, the structure has not been actively managed.

It has simply continued.

The stakes are also higher now. A high fixed expense ratio in year two is a survival challenge. A high fixed
expense ratio at year nine is a strategic constraint. It limits what the business can afford to do next. Akey hire, a
second location, a significant investment: all of these decisions are shaped by how much margin exists above
the fixed floor.

This section will help you understand whether your fixed structure is positioned to support growth or whether it

needs to be addressed before the next chapter begins.

WHAT YOU WILL LEARN

-Whether your fixed expense ratio has improved meaningfully since your early years
- Which specific obligations are driving rigidity at this stage

-How your ratio compares to the benchmark for a mature operation

-Where genuine flexibility may exist that has not been examined

-What structural changes position the business for its next phase
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SECTION 2

FIXED EXPENSE RIGIDITY

CONCEPT

At this stage, your fixed expense ratio is not a discovery. It is a verdict on how intentionally the cost structure
has been managed over the past several years. For a small business in years eight and beyond, this ratio should
reflect active management, not passive accumulation. Every percentage point above your target floor is a
constraint on what the business can afford to do next.

At this stage, the conversation shifts from survival and stability to optionality. A business with a 45% fixed
expense ratio has meaningful room to invest, hire, and absorb a slow quarter. A business still carrying 70% has
built a ceiling on its own growth without necessarily realizing it.

YOUR BENCHMARK AT THIS STAGE

- Above 65%: Structural constraint — ratio has not improved with maturity - limits strategic options
-55-65%: Below target — functional but leaves insufficient room for growth investment
-45-55%: Solid foundation - meaningful flexibility to make intentional decisions

-Below 45%: Strong position — your cost structure actively supports the next chapter

INDUSTRY CONTEXT

For small businesses at the eight-plus year stage, labor and overhead combined should ideally sit below 65% of total revenue.
Businesses that have successfully expanded, made key hires, or taken on larger opportunities typically carry fixed expense
ratios below 55% before making those moves. A ratio above 65% at this stage is a meaningful signal that the structure needs
attention before any major strategic decision. Businesses that have actively managed their ratio through paydown, right-

sizing, and deliberate overhead control consistently outperform peers on both profitability and reserve accumulation.
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|

“f
s
21

Py
—
b

NORTHSTEAD The Construction & General Contracting Playbook
LEDGER

SECTION 2
FIXED EXPENSE RIGIDITY

ILLUSTRATIVE EXAMPLE

The following is a composite illuscracive business. It is not based on any specific contractor.

Business Profile:

General contractor - Year 9 - Residential, commercial, and repeat institutional clients
Annual revenue: $3,800,000

Average monthly revenue: $316,667

Total fixed monthly obligations: $136,000

Where the obligations sit:

Fixed obligations include shop rent at $4,200, field crew payroll at $68,400, two project manager salaries
at $16,800, estimator and office admin at $7,200, owner draw at $14,000, insurance at $7,400, vehicle and
equipment financing at $12,200, and software at $820, totaling $131,020 per month. Rounded to $136,000,
including miscellaneous fixed items.

Fixed expense ratio: $136,000 + $316,667 = 43%

What this reveals:

This contractor sits at 43%, which is in the strong range for years eight and beyond. But the ratio has moved only modestly
since year five despite continued revenue growth. A second truck purchase added financing. A project manager hire added
payroll. Each decision was justified by the volume at the time. The ratio is healthy, but it has not been actively driven down.
At 43%, this contractor has real room to make strategic moves. The margin exists. The question is whether it is being deployed

intentionally.

A fixed expense ratio that has drifted rather than been managed is not a crisis at year nine. But it becomes one the moment

revenue softens, or the next strategic decision requires margin that is not there.
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SECTION 2
FIXED EXPENSE RIGIDITY

WHAT WOULD YOU TAKE FROM THIS?

Review the illustrative example on the previous page before answering.

This business is at 43%, inside the strong range but only modestly improved since year five, despite continued revenue

growth. What do you think prevented the ratio from improving more meaningfully over that time?

A truck purchase and a project manager hire kept the floor from compressing further. At year nine, those decisions are

already made and largely fixed. What options does this owner realistically have to reduce the ratio from here?

This business wants to take on significantly larger opportunities. At 43% fixed expense rigidity, what concerns would you

still have about that decision?

If this were your business, what is the one fixed obligation you would examine first, and what would you do with it?

A fixed expense ratio at year nine is not just a financial metric. It is a record of every decision that felt justified in the

moment. The question now is whether those decisions still serve the business you are trying to build.
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SECTION 2
FIXED EXPENSE RIGIDITY

WORKSHEET

Step 1: List your monthly obligations

Obligation Monthly Amount Fixed or Variable

Rent / occupancy S
Payroll - all staff S
Owner draw S
Insurance S

Cehicle / equipment costs S
Equipment financing / leases S
Cost of goods / materials (avg) S
Subcontractor / vendor costs S
Software / subscriptions S
Marketing / advertising S
Loan / debt payments S
Other S

Total S
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SECTION 2
FIXED EXPENSE RIGIDITY

WORKSHEET

Step 2: Calculate your average monthly revenue
(Total revenue last 6 months + 6)
Average monthly revenue: S

Step 3: Calculate your fixed expense ratio

Total fixed obligations + Average monthly revenue x 100 = %

Where do you land?

Compare your result to the Years 8+ benchmark. Above 65% means your cost structure is constraining your strategic options
regardless of how strong your revenue looks. Below 45% means your foundation is genuinely positioned for the next chapter.

Most businesses at this stage sit between 45—55%. Solid but with room to improve deliberately.

Has your fixed expense ratio improved since year four, and if not, what has kept it elevated?

At year eighr, the ratio Veﬂects years of decisions. The question is whether those decisions still serve where you are going, or
O
whether it is time to examine them.
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SECTION 2
FIXED EXPENSE RIGIDITY

REFLECTION

Has your fixed expense ratio improved meaningfully since your early years, or has it drifted upward with each new hire and

equipment addition?

Which fixed obligation do you carry today that you would not agree to if you were negotiating it fresh?

If you wanted to add a second crew or pursue a major commercial contract in the next two years, what would your fixed

expense ratio need to be first?

What would it take to get your ratio below 50%, and is that a realistic goal in the next 12 months?

STABILIZATION LEVERS

-Refinance or pay off early-stage debt. Original financing from years one through three is often at higher
rates and can be eliminated or restructured for meaningfully better monthly cash flow

-Conduct a full payroll audit. Right-sizing a team structure that was built for growth mode is one of the
highest-impact ratio improvements available at this stage

- Eliminate redundant software and subscription obligations. These accumulate invisibly and are rarely
audited after year three

-Define aratio target tied to your next strategic goal and build a 12-month plan to reach it. Vague intentions
do not move the number. Specific targets do
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SECTION 3

REVENUE CONCENTRATION

WHY THIS SECTION MATTERS

By year eight, revenue concentration is no longer just a risk metric. It is a strategic one. A small business that
has built genuine source and client diversification over nine years has created something valuable. A
business that still depends on one or two relationships or channels for the majority of its income has a
structural vulnerability that becomes more consequential as the business grows.

At this stage, the consequences of concentration are larger. A single client cancellation that cost you $1,500
per month at year two costs you significantly more at year nine. More importantly, year eight and beyond is
when small business owners begin thinking about what comes next. A second location, a key hire, a
partnership, or an eventual exit. Every one of those conversations is shaped by how diversified and

defensible the revenue structure is.

This section will help you assess whether the revenue structure you have built is genuinely resilient or
whether concentration risk has simply grown larger alongside everything else.

WHAT YOU WILL LEARN

-Whether your revenue mix has genuinely diversified since your early years
-Which sources represent the highest concentration risk at your current scale
-How your diversification compares to the benchmark for a mature operation
-Which sources have the most unrealized potential at this stage

-What revenue structure positions the business for its next chapter
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SECTION 3

REVENUE CONCENTRATION

CONCEPT

At this stage, your revenue mix is either an asset or a liability, and the distinction matters more now than it
ever has. For a small business in years eight and beyond, the standard shifts again. Diversification at this
stage is not just about reducing risk. It is about building a revenue structure that supports scale.

A business generating strong revenue with 55% flowing through a single client or channel has meaningful
exposure. The same business with revenue spread across four or five independent sources has built
something genuinely defensible. At this stage, the goal is not just to know your concentration number. It is to
understand whether your source mix is positioned for what you want to build next.

YOUR BENCHMARK AT THIS STAGE

- Top source above 65%: Elevated risk — single source dependency at this scale creates meaningful
fraqgility

- Top source 50-65%: Moderate risk — functional but diversification should be an active priority
- Top source 35-50%: Solid diversification — revenue spread supports stability and growth

- Top source below 35%: Strong position - revenue mix is genuinely defensible at this stage

INDUSTRY CONTEXT

Small businesses at the eight-plus year stage that have successfully developed multiple meaningful revenue sources show
significantly stronger cash flow stability and higher valuations at exit. Source diversification at this stage is not just a
O
risk management strategy. Itisa valuc—building strategy. A business with three or ﬁ)ur healthy independmt revenue
O O

sources is worth more and easier to scale than one dependent on a single relationship or channel.
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SECTION 3
REVENUE CONCENTRATION

ILLUSTRATIVE EXAMPLE

The following is a composite illustrative business. It is not based on any specific landscaping company.

Business Profile:

Landscaping company

Year 9 - Residential and commercial maintenance, installations, and seasonal services
Annual revenue: $1100,000

Average monthly revenue: $91,667

Where revenue comes from:

Recurring residential maintenance $45,833 50%
Commercial maintenance accounts $18,333 209
Installations (mulch, plants, sod, irrigation) $13,750 15%
Hardscaping / large projects $9,167 10%
Seasonal cleanups / other S 4,584 5%
Total $91,667 100%

What this reveals:

This landscaping company has made meaningful progress since year five. Commercial accounts have grown to 20% of revenue
and hardscaping to 10%. Residential maintenance dependency has dropped from 60% to 50%. The direction is right. But
residential maintenance and commercial accounts together still represent 70% of total revenue. The business is more diversified
than it was, but not yet at the level its maturity warrants. With $1,100,000 in annual revenue, the loss of two or three major

commercial accounts costs this company over $20,000 per month.

Progress is real. The work is not finished. At this scale the cost of concentration is measured in tens of thousands, not hundreds.
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SECTION 3
REVENUE CONCENTRATION

WHAT WOULD YOU TAKE FROM THIS?

Review the illustrative example on the previous page before answering.

This business has improved its revenue mix since year five, but the top two sources still represent 70% of combined revenue.

What do you think has slowed the diversification progress over the last four years?

The second largest source grew to 20% of revenue over four years. What do you think drove that growth, and what would it

take to push a third source above 15%?

With over $1,000,000 in annual revenue, the loss of two or three major client relationships costs this business over $20,000

per month. How does that number change how you think about concentration at scale?

If this business wanted to maximize its valuation for an eventual exit or partnership, which revenue source would you

prioritize developing and why?

Diversification at year eight is not about eliminating your strongest channel. It is about making sure no single source has the

power to define your year.
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SECTION 3
REVENUE CONCENTRATION

WORKSHEET

SECP iz M&lp your revenue by source

Primary service / product S %
Secondary service / product S %
Third service / product S %
Online / platform channel S %
Events / seasonal S %
Other S %

Total $ 100%

Step 2: Map your revenue by client relationship

Client / Source Type Est. Annual Amount % of Total

Top client monthly revenue S %
Top 3 clients combined S %
Top 5 clients combined S %

All other clients combined S %

Total $ 100%
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SECTION 3
REVENUE CONCENTRATION

WORKSHEET

Step 3: Idcntifj/ your top channel

Top revenue channel:
% of total revenue: %

Step 4: Calculate your concentration

Top two channels combined: %

Has your source mix changed meaningfully since year four, and if so, what drove that shift?

Where do you land?

Compare your result to the Years 8+ benchmark. Above 65% in a single source means your revenue structure carries meaningful
fragilicy at this scale. Below 35% in any single source means you have built genuine diversification. Most businesses at this stage sit

between 50-65% in their top source. The direction of travel matters as much as the number. Is your concentration improving year

over year or holding steady?
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REVENUE CONCENTRATION

REFLECTION

Has your revenue mix genuinely diversified since year four, or has the same source simply grown larger alongside

everything else?

Which service line has the most unrealized potential in your specific market at this stage?

If your top revenue source contracted by 20% tomorrow, what would your financial position look like in 9o days?

What would it take to grow commercial accounts or hardscaping to 20% of total revenue within 18 months?

STABILIZATION LEVERS

-Build a dedicated business development process for your second largest source. At this stage, growth
requires intentional outreach, not passive referral

- Audit your top five clients by revenue contribution annually. If any single client exceeds 15% of total
revenue, make adding a replacement-level client a standing business priority

- Define a three year revenue mix target and measure progress against it annually. Diversification requires
aplan, not just intention

-Develop a package or offering specifically designed to activate your third revenue source. A defined offer
with clear pricing moves faster than a vague capability
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SECTION 4

STRUCTURAL TIMING COMPRESSION

WHY THIS SECTION MATTERS

By year eight, structural timing compression should be a known and managed variable, not a recurring surprise.
A small business at this stage has experienced enough monthly cycles to understand exactly when cash goes

out and when it comes back in. The pattern has not changed. What should have changed is the preparation.

At this scale, the stakes of poor timing management are higher. A compression gap at year nine, with obligations
significantly larger than they were in year two, creates a structural problem that limits every decision made in
that window.

More importantly, year eight and beyond is when small business owners begin making the largest financial
commitments of their existence. A major equipment purchase, a key hire, a second location, or a significant new
contract. Every one of those decisions lands on top of an existing timing structure. Understanding that

structure with precision is not optional at this stage. It is foundational.

WHAT YOU WILL LEARN

-Whether your compression gap has grown proportionally with your obligations
-How your timing structure compares to the benchmark for a mature operation

-Whether your current reserve is sized appropriately for your compression gap

-Which specific obligations drive the most compression at this stage

-What structural adjustments are available to a business with your tenure and leverage
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SECTION 4

STRUCTURAL TIMING COMPRESSION

CONCEPT

At this stage, your compression gap is not a discovery. It is a variable that should be sized, named, and held in
reserve with intention. For a small business in years eight and beyond, this gap should be understood with
precision and managed deliberately. The compression itself may not have changed since year one. What
should have changed is the reserve built specifically to absorb it.

At this stage, timing compression intersects with strategic decisions in ways it did not in earlier years. A major
equipment purchase, a new hire's first payroll cycle, or a large new contract can all land in the same early-
month window as existing obligations. Without a clear picture of the baseline compression, the cumulative
impact of those additional outflows is invisible until it becomes a problem.

YOUR BENCHMARK AT THIS STAGE

-Gap of 20+ days: Unmanaged compression - at this scale this represents a meaningful structural risk
-Gap of 14-20 days: Needs active management — a dedicated timing buffer is essential
-Gap of 7-14 days: Well managed - compression exists but is absorbed by planning

-Gap under 7 days: Optimized — timing alignment reflects deliberate management over time

INDUSTRY CONTEXT

Small businesses at the eight-plus year stage with defined timing buffers (cash reserves held specifically to absorb early-month
compression, separate from general operating reserves) report meaningfully lower financial stress during both slow weeks and
slower periods. At this scale, a timing buffer of one to two times the monthly compression gap is considered best practice.
Businesses planning major strategic moves should model the impact of new obligations on existing compression before

committing.
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SECTION 4
STRUCTURAL TIMING COMPRESSION

ILLUSTRATIVE EXAMPLE

The following is a composite illustrative business. It is not based on any specific landscaping company.
Business Profile:

Landscaping company

Year 9 - Residential and commercial maintenance, installations, and seasonal services
Annual revenue: $1100,000

Average monthly revenue: $91,667

Obligation clustering Il Days 1-10:

Obligation Due / Timing Monthly Amount

Vehicle / truck payments (5 vehicles) Day 1 $5,800
Crew payroll (8 field + office + draw) Day 1&Day 15 $ 38,400 per cycle
Equipment lease payments Day 1 $3,200
Insurance (vehicle + liability + workers comp) Day 1 $3,800
Loan / debt payments Day 5 $2]00
Storage / yard rent Day 1 $1,400
Total - Days 1-10 $54,700
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STRUCTURAL TIMING COMPRESSION

ILLUSTRATIVE EXAMPLE

The following is a composite illustrative business. It is not based on any specific landscaping company.

Business Profile:

Landscaping company
Year 9 - Residential and commercial maintenance, installations, and seasonal services

Annual revenue: $1,100,000
Average monthly revenue: $S91,667

Revenue pattern:
-Days 1-10: approximately $22,917 (25% of monthly revenue — slow start, jobs completing mid-month)

- Days 11-20: approximately $31,167 (34%)

- Days 21-31: approximately $37,583 (41% — month-end invoices and installation jobs settling)
Compression gap: $54,700 out vs $22,917 in = $31,783 shortfall in days 1-10

What this reveals:

This landscaping company opens every month $31,783 behind before a single discretionary decision is made. That gap has grown
proporrionally with the business. Obligations have scaled with revenue but the timing structure has not been activcly manag@d. At year
nine, this compression gap is nearly nine times what it was in year two. The business carries it every month. A dedicated timing buffer

sized to absorb it has never been formally established.

At this scale, an unmanaged compression gap is not an inconvenience. It is a structural risk that shapes every decision made in the

first ten days of every month.
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STRUCTURAL TIMING COMPRESSION

WHAT WOULD YOU TAKE FROM THIS?

Review the illustrative example on the previous page before answering.

This business carries a $31,783 shortfall in the first ten days of every month. That number has grown with the business but

has never been formally addressed. What do you think the owner tells themselves about why it has not been fixed?

At year nine, this business has the tenure and relationships to negotiate payment terms that a year two business does not. Which

obligation in the clustering window do you think is most negotiable at this stage?

A $31,783 monthly compression gap means this business needs at least that much in reserve just to open each month without

stress. How does that change how you think about what an adequate reserve actually looks like?

If this business is planning a major expansion or strategic move, what happens to the compression gap when new

obligations are added to the existing structure?

A compression gap that has never been named cannot be managed. Naming it is the first step. Sizing a reserve around it is the

second.
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WORKSHEET

Map your actual obligation due dates below. Be as specific as possible — estimate if needed, but resist grouping
everything as “beginning of month.”

Step 1: Map your obligation timing

Obligation Monthly Amount Due Date / Window

Rent / occupancy S
Payroll cycle 1 S
Payroll cycle 2 S

Primary supplier S
Secondary supplier $
Loan / debt payments S
Insurance S
Equipment leases S
Software / subscriptions S
Utilities S

Other S
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WORKSHEET

Step 2: Group by window

Days 1-10 S
Days 11-20 S
Days 21-31 S

Total $

Step 3: Map your revenue timing

Estimate what percentage of your monthly revenue typically arrives in each window based on your actual
draw and payment pattern.

Estimated 2% of Monthly

Estimated S Amount

Window

Revenue

Days 1-10 % S
Days 11-20 % S
Days 21-31 % S

Total 100% $

Step 4: Calculate your compression gap

Days 1-10 obligations: $
Days 1-10 revenue: S
Gap: $ (obligations minus revenue in this window)

Where do you land?

Compare your result to the Years 8+ benchmark. A gap above $20,000 at this revenue level means your timing structure carries
meaningful risk at scale. Is your current liquid reserve large enough to absorb your compression gap comfortably every single

month — and is it held in a dedicated account separate from your general operating cash?
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STRUCTURAL TIMING COMPRESSION

REFLECTION

Has your compression gap grown proportionally with your obligations over the last four years, and have you actively managed it or

absorbed it passivdy?

Do you currcnrly hOZd a dé’dlCal'Cd El?’l’[lﬂg 17Uff€)‘ Sth’d SpClelC[llZy to your COTHPT€SS7.07’1 g&lp and 1S 1t sepamcc from your geneml

> ; eserve’
opamtmg reserve!

Which obligafion clust@‘ing in days one rhrough ten creates the most pressure at your current scale, and is any part of it negotiablc?

If you are considering a major expansion or strategic move, have you modeled what new obligations would add to your existing

compression gap?

STABILIZATION LEVERS

- Establish a dedicated timing buffer account sized to 1.5 times your compression gap, held separately and
never touched for discretionary spending

-Negotiate mid-month payment terms with at least one major supplier. Tenure at year nine gives you leverage
that most owners have not yet exercised

-Model the compression impact of any major strategic move before committing. New obligations add to
early-month clustering before they generate a single dollar of offsetting revenue

- Offer clients a small discount for upfront or advance payment. Collecting before the month starts moves
meaningful cash inflow earlier in the cycle

- Shift at least one major obligation due date by 10 to 15 days if possible. Even one change to the clustering
window meaningfully reduces peak compression pressure
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STAGE CONSOLIDATION

Your Years 8+ Financial Snapshot

Complete this page after finishing all four sections. Use the numbers you calculated in your worksheets.

Liquidity Coverage ___months 3-4 months
Fixed Expense Rigidity % Below 50%
Revenue Concentration % Top source below 35%
Timing Compression Gap S Below $ 20,000

YOUR THREE PRIORITY ACTIONS

Based on what you calculated above, write your three most important actions for the next 9o days.

I f your liquidity coverage is still below rwo months at year nine, everything else is sccondmy. The reserve is the foundation. Withour i,

the next strategic decision you make will be made from a position of constraint rather than confidence.
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A FINALNOTE

Running a small business is one of the most demanding things a person can choose to do. The variables are constant, the margins
are real but thin, and the decisions never stop. Most owners navigate all of it without ever stopping to look clearly at the numbers

underneath.
You just did.

Whatever the worksheets revealed (a reserve that needs building, a fixed floor that has crept higher than you realized, a client mix
that is more concentrated than it felt, a compression gap that has been quietly shaping your first week of every month), you now

have a name for it. And a named problem is a solvable one.

Financial clarity does not guarantee an easy road. It guarantees that the decisions you make ﬁ*om here are grounded in what is

actually true about your business. Not what it feels like, not what you hope it is, but what the numbers actually say.

That is worth something. That is worth a great deal.

What you have now is visibility.

What most owners find at this point is that visibility raises a dif]érenf set ofquestions. Which pressure matters ﬁrst? What

actually moves the needle? What is structural, and what is temporary?
Those answers are difficult to reach from a template alone, especially when the details of your business are what matter most.

This is the point where most owners feel the shift. The numbers are visible, but what they mean is not yet fully clear.

Some will continue building from here independently. Others will want their specific numbers interpreted in context, not to be

handed a plan, but to underscand what is actually driving the business beneath the surface.
[ built Northstead Ledger for that exact purpose.

If that second layer of perspective is what you need, Financial Clarity Strategy is the next step.

With care,

Natalie
Founder, Northstead Ledger

northsteadledger.com



