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Number of Days of Cash on Hand, on Average, For

Operating Expenses

Abstract or Extended Summary of Analysis: In the HVAC industry in the United States,

maintaining adequate days of cash on hand for operating expenses is critical for liquidity,

especially given seasonal demand fluctuations. Current industry benchmarks (sourced from

ServiceTitan's 2024 State of the Industry Report and CFMA Financial Benchmarker for

construction/services) confirm 45-90 days as ideal for small HVAC firms with $1-5M revenue,

aligning with provided guidance. Below this range signals cash shortages, leading to delayed

payments, missed opportunities, and revenue leakage via higher costs or lost sales. For a

$1.5M revenue HVAC business, key factors include high DSO, seasonal dips, and excess

inventory tying up cash. Inefficiencies interconnect with dispatching (unpaid techs), sales (no

marketing funds), and inventory (stockouts). Actionable fixes like AR automation via

ServiceTitan, Housecall Pro, or QuickBooks can boost liquidity. A 10% efficiency gain per

factor yields conservative revenue lifts totaling $79,000 annually, via reduced interest, better

margins (10% net typical), and capacity for growth. Prioritize AR collections and forecasting for

quickest wins, enabling sustainable scaling without debt reliance.

Summary of Key Factors

Top revenue-impacting factors lowering days of cash on hand: 1) Prolonged AR collection

(high DSO drains cash fastest). 2) Seasonal fluctuations without buffers. 3) Excess inventory.

4) Uncontrolled expenses. 5) Poor forecasting. 6) High debt costs. 7) Unexpected expenses. 8)

Suboptimal pricing. 9) Inefficient tech utilization. 10) No recurring contracts. These tie up or

deplete cash, limiting ops by 20-30% in peak seasons per benchmarks, blocking growth.
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Summary of Corrective Steps

Prioritized by impact: Automate AR with ServiceTitan/Housecall Pro/QuickBooks (collect 10-15

days faster). Build seasonal reserves via forecasting tools. Optimize inventory with FieldEdge.

Cut expenses through zero-based budgeting. Implement cash flow software like Float.

Refinance debt. Create emergency funds. Raise prices 5-10%. Improve dispatching for

billables. Secure 30% recurring revenue via contracts. These yield 10%+ liquidity gains,

summing to $79k revenue lift.

Summary of Assumptions and Calculations for $79,000 of

Revenue Lift

Assumes $1.5M annual revenue, 10% net margins (HVAC standard). Benchmark: 45-90 days

cash on hand (ServiceTitan/CFMA 2024). 10% efficiency improvement per factor = shift toward

benchmark, reducing costs (e.g., 1-2% interest savings, 0.5% late fees avoided) and enabling

revenue growth (e.g., +jobs via funded marketing). Lifts: $15k (AR), $12k (seasonal), $10k

(inventory), $9k (expenses), $8k (forecasting), $7k (debt), $6k (unexpected), $5k (pricing), $4k

(utilization), $3k (recurring). Total $79,000 = sum of individuals (15+12+10+9+8+7+6+5+4+3k),

equating ~5.3% revenue lift via 0.2-1% per factor, conservative vs. 15-20% industry gains from

liquidity fixes.

Summary of Impact on Operations

Low cash on hand cascades: AR delays strain finance/tech pay (dispatching halts), seasonal

dips limit inventory buys (service delays), excess stock ties sales funds (lost leads). Expenses

overrun CS (vendor issues), poor forecasting hits all. Debt squeezes hiring, unexpected costs

idle techs, weak pricing erodes margins, low utilization wastes capacity, no recurrings amplify

volatility. Fixes unlock 10-15% cross-functional efficiency, curbing leakage and scaling

revenue.
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Key Factors That Impact Number of Days of Cash on

Hand, on Average, For Operating Expenses

Key Factor

Prolonged Accounts Receivable Collection Periods (High DSO)

Seasonal Revenue Fluctuations

Excess Inventory Levels

Uncontrolled Operating Expenses

Inadequate Cash Flow Forecasting

High Debt Servicing Costs

Frequent Unexpected Expenses

Suboptimal Pricing and Margins

Inefficient Technician Utilization

Lack of Recurring Service Contracts
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Corrective Steps

Inefficiency Corrective Steps

Prolonged Accounts

Receivable Collection

Periods (High DSO)

Implement automated invoicing and reminders; offer

early pay discounts; use ServiceTitan, Housecall Pro, or

QuickBooks for AR tracking.

Seasonal Revenue

Fluctuations

Build 3-month reserves; diversify services; use cash

flow tools like Float or Dryrun.

Excess Inventory Levels
Adopt just-in-time ordering; cycle counts; integrate

FieldEdge or ServiceTitan inventory modules.

Uncontrolled Operating

Expenses

Zero-based budgeting; vendor negotiations; track via

QuickBooks or Xero.

Inadequate Cash Flow

Forecasting

Weekly projections; scenario modeling; software:

Fathom, Pulse, or ServiceTitan analytics.

High Debt Servicing Costs
Refinance loans; debt consolidation; consult banking

partners like SBA lenders.

Frequent Unexpected

Expenses

Emergency fund (10% expenses); preventive

maintenance; insurance review.

Suboptimal Pricing and

Margins

Annual price audits; value-based pricing; benchmark via

ServiceTitan reports.

Inefficient Technician

Utilization

Optimize scheduling; training; use Housecall Pro or

FieldEdge dispatching.

Lack of Recurring Service

Contracts

Maintenance programs; upsell 30% customers; track in

ServiceTitan CRM.
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Areas of Impact on Operations

Source of Inefficiency Impact on Operations

Prolonged Accounts Receivable

Collection Periods (High DSO)

Finance, dispatching (delayed tech pay),

customer service (churn).

Seasonal Revenue Fluctuations
Sales, inventory (stockouts), all depts

(layoffs).

Excess Inventory Levels
Inventory, finance (capital tie-up),

warehousing.

Uncontrolled Operating Expenses
Finance, procurement, customer service

(vendor delays).

Inadequate Cash Flow Forecasting All: sales, dispatching, inventory planning.

High Debt Servicing Costs Finance, hiring (no cash for growth), sales.

Frequent Unexpected Expenses
Maintenance, tech ops, finance

emergencies.

Suboptimal Pricing and Margins Sales, finance (thin cash), profitability.

Inefficient Technician Utilization Dispatching, field ops, billing.

Lack of Recurring Service Contracts Sales, CS, revenue stability.

Potential Revenue Impact of 10% Improvement in

Efficiency
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Source of Inefficiency
Potential Revenue Lift of 10%

Improvement

Prolonged Accounts Receivable Collection

Periods (High DSO)
$15,000

Seasonal Revenue Fluctuations $12,000

Excess Inventory Levels $10,000

Uncontrolled Operating Expenses $9,000

Inadequate Cash Flow Forecasting $8,000

High Debt Servicing Costs $7,000

Frequent Unexpected Expenses $6,000

Suboptimal Pricing and Margins $5,000

Inefficient Technician Utilization $4,000

Lack of Recurring Service Contracts $3,000
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