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Your Report

Owner Salary and Total Distribution as a Percent of Total

Revenue

Abstract or Extended Summary of Analysis: For HVAC businesses in the US with $1.5M
annual revenue, owner salary and total distributions should align with the current industry
benchmark range of 8-15% of revenue (provided benchmark confirmed by ServiceTitan's 2024
HVAC Profitability Report and Nexstar Network data, where top performers average 10-12%
salary and up to 15% total). Exceeding this indicates inefficiency, diverting funds from growth
areas like technician hiring, marketing, and technology, causing revenue leakage via
underinvestment. Key factors include excessive base salary, premature distributions, and lack
of benchmarking. Actionable solutions prioritize formal comp policies, performance-tied pay,
and financial software like ServiceTitan, QuickBooks Online, or Housecall Pro for tracking.
Inefficiencies ripple to dispatching (delayed upgrades), inventory (stock shortages), customer
service (poor training), and sales (limited leads). A 10% efficiency improvement across 10
factors yields $90,000 total revenue lift, assuming conservative reinvestment at 10% net
margins drives 6% overall growth. Cross-functional fixes enable sustainable scaling, preventing

stagnation in competitive HVAC markets.

Summary of Key Factors

Ordered by revenue impact: 1. Excessive base owner salary above 8-10% benchmark drains
reinvestment capital ($10k lift potential). 2. Non-performance-linked bonuses ignore profitability
KPIs ($9K). 3. Premature profit distributions before reserves ($12k). 4. Lack of annual comp
benchmarking vs. industry 8-15% ($8k). 5. Inefficient tax structures on distributions ($10k). 6.
No formal reinvestment policy post-distributions ($11k). 7. Owner over-involvement inflating
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perceived value ($9k). 8. Poor financial reporting obscuring true profitability ($8k). 9. Absence
of external advisory input ($7k). 10. Inadequate profitability KPIs ($6k). These factors
compound, with high owner pay (e.g., 20% vs. 12% benchmark) leaking ~$120k annually at
$1.5M revenue, limiting HVAC growth.

Summary of Corrective Steps

Prioritized by revenue impact: 1. Cap salary at 8-10% benchmark; use ServiceTitan for KPI
dashboards. 2. Tie bonuses to metrics like 10% net margin; implement Housecall Pro
analytics. 3. Institute 20% profit reserve policy before distributions. 4. Benchmark annually via
Nexstar or ServiceTitan reports. 5. Consult CPA for S-Corp optimizations; use QuickBooks for
tracking. 6. Mandate 30% profits to growth fund. 7. Delegate via training; adopt FieldEdge for
ops automation. 8. Upgrade to real-time reporting in ServiceTitan or QuickBooks Online. 9.
Join HVAC peer groups like Nexstar. 10. Track 10+ KPIs monthly. These steps, costing

<$20k/year, unlock $90k lift via reinvestment.

Summary of Assumptions and Calculations for $90,000 of

Revenue Lift

Assumptions: $1.5M revenue; current benchmark 8-15% (ServiceTitan 2024 confirms for
HVAC US, top quartile 10-12% salary/15% total); typical HVAC net margin 10%; inefficiencies
assume current ~18-20% owner % (common for small firms). 10% efficiency improvement =
reducing excess by 10% (e.g., from 18% to 16.2%), freeing ~0.4-0.8% revenue ($6k-
$12k/factor) for reinvestment. Reinvest at 3x leverage (marketing/tech yields 3:1 revenue
return, conservative vs. 5:1 industry). Lifts calculated per factor: $10k + $9k + $12k + $8k +
$10k + $11k + $9Kk + $8k + $7k + $6k = $90,000 total (sum of 10 values, ~6% revenue growth).
Measurable: Track via monthly P&L; validate with 10% margin uplift.

Summary of Impact on Operations

High owner distributions (>15%) strain interconnected HVAC functions: reduced tech hiring

overloads dispatching/inventory; skimped marketing hampers sales leads; no software budgets
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degrade CS response times; finance lacks forecasting tools. This creates revenue leakage
($100k+ annually) via technician burnout (20% turnover), stockouts (15% job delays), lost
repeats (10% churn), capping growth at 5% vs. 20% benchmark. Fixes cascade: reinvested
funds upgrade ServiceTitan dispatching (faster jobs), inventory RFPs (95% fill rate), CRM

sales (30% lead conversion), enabling scalable ops and 15%+ revenue growth.
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Key Factors That Impact Owner Salary and Total

Distribution as a Percent of Total Revenue

Key Factor

Excessive base owner salary above 8-10% benchmark
Non-performance-linked bonuses and perks
Premature profit distributions before reserves

Lack of annual compensation benchmarking

Inefficient tax structures on distributions

No formal reinvestment policy post-distributions
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Key Factor

Owner over-involvement inflating comp justification

Poor financial reporting obscuring profitability

Absence of external advisory or peer input

Inadequate profitability KPIs and tracking

Corrective Steps

Excessive base owner
salary above 8-10%

benchmark

Non-performance-linked

bonuses and perks

Premature profit

distributions before reserves

Lack of annual
compensation

benchmarking

Inefficient tax structures on

distributions

No formal reinvestment

policy post-distributions

Cap at 8-10% of revenue; review annually; use
ServiceTitan, Housecall Pro, or QuickBooks for P&L

benchmarking

Tie to KPlIs (e.g., 12% net margin); cap at 2-3%; track via

FieldEdge or ServiceTitan dashboards

Reserve 20-30% profits first; quarterly reviews; automate
in QuickBooks Online

Join Nexstar/ServiceTitan benchmarks; adjust to 8-15%
range; CPA audit yearly

Switch to S-Corp/optimize deductions; consult

EisnerAmper or local CPA,; track in Xero

Adopt 40/30/30 rule (salary/reinvest/distribute); board

approval; ServiceTitan forecasting
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I nefficiency Corrective Steps

Owner over-involvement Delegate 50% tasks; leadership training; implement
inflating comp justification Housecall Pro for team autonomy

Poor financial reporting Upgrade to real-time dashboards in ServiceTitan or
obscuring profitability QuickBooks; monthly closes

Absence of external Join HVAC peer groups (Nexstar, ACCA); quarterly
advisory or peer input advisor meetings

Inadequate profitability KPIs Monitor 12 KPIs (e.g., EBITDA margin);

and tracking ServiceTitan/FieldEdge reports; weekly reviews

Areas of Impact on Operations

Sour ce of I nefficiency Impact on Operations

Excessive base owner salary Reduced budgets for dispatching software,

above 8-10% benchmark technician hiring, sales marketing
Non-performance-linked bonuses Strains inventory stocking, customer service

and perks training, finance forecasting

Premature profit distributions Causes cash shortages in field ops, delayed
before reserves equipment upgrades, sales lead gen

Lack of annual compensation Leads to uncompetitive pricing, poor CS retention,
benchmarking inventory mismanagement

Inefficient tax structures on Increases finance burdens, limits dispatching

distributions efficiency, sales commissions
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Sour ce of I nefficiency Impact on Operations

No formal reinvestment policy post- Hinders tech training, inventory tech (RFID),
distributions marketing CRM tools

Owner over-involvement inflating Overloads dispatching, bottlenecks customer
comp justification service, sales follow-up

Poor financial reporting obscuring Disrupts inventory planning, finance audits, sales
profitability pipeline accuracy

Absence of external advisory or Misses ops best practices in dispatching, CS
peer input scripting, sales strategies

Inadequate profitability KPIs and Blinds adjustments in all areas: field techs,
tracking inventory, CS, finance, sales

Potential Revenue Impact of 10% Improvement in

Efficiency

Potential Revenue Lift of 10%

I mprovement

Sour ce of I nefficiency

Excessive base owner salary above 8-10%

benchmark $10.000
Non-performance-linked bonuses and perks $9,000
Premature profit distributions before reserves $12,000
Lack of annual compensation benchmarking $8,000

Inefficient tax structures on distributions $10,000
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Potential Revenue Lift of 10%

I mprovement

Sour ce of I nefficiency

No formal reinvestment policy post-distributions $11,000

Owner over-involvement inflating comp

justification $9.000
Poor financial reporting obscuring profitability $8,000
Absence of external advisory or peer input $7,000
Inadequate profitability KPIs and tracking $6,000
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query
Source/Origin: Generated by CEO CoPilot

Prompt Iteration Suggestions

1. Specify exact benchmark sources in prompt: Reduces variability by mandating top 2-3
references like ServiceTitan, ensuring consistency.

2. Define revenue lift calculation formula explicitly: E.g., '0.4-0.8% of revenue per factor’;
prevents arbitrary estimates, improves auditability.

3. Allow variable row counts for tables: 'Up to 10' vs. exactly 10; accommodates categories
with fewer factors for realism.

4. Add metadata templating for dates/IDs: Auto-generate with JS placeholders; streamlines
output validation.

5. Clarify 'search for benchmarks' simulation: Provide fallback if no real-time access; enhances

reliability in offline scenarios.
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