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Cooler's Heating & Cooling

Executive Action Summary
Dear John Cooler,

Here is this month's Profit Gap report. This report covers from September 30, 2017 to September 30, 2018, in monthly periods, with a
focus on the last month of September 2018. This Executive Action Summary identifies the top opportunities Profit Gap found from
your Manual Entry data in the areas of Cash Lost, Profitability, and other Scorecard metrics where current results reflect a variance of
25% or more from their goal. We strongly encourage you to review your financial information on at least a monthly basis. Most Profit
Gap reports show substantial opportunity for improvement. Please look for additional details in the enclosed report.

CASH LOST

The last period in this report, September 30, 2018, indicates that the largest Cash Lost opportunity is in Accounts Receivable based on
the goal set for Receivable Days, Cooler's Heating & Cooling has $81,955 tied up in collecting Receivables sooner verses your goal.
Each day you decrease your Receivable terms with your customers, Cooler's Heating & Cooling will have a positive Cash impact of
$11,110. Your Total Cash Lost reflected in this report $157,235

PROFIT

As of September 30, 2018, Cooler's Heating & Cooling’s most significant Profit opportunity is Gross Margin based on the goal set for
Gross Margin percentage, Cooler's Heating & Cooling is short of its Gross Margin goal by $8,549. For each 1% increase in Gross
Margin, Cooler's Heating & Cooling will realize a positive Profit impact of $3,333. The total Profit Impact found this month was $8,549

OTHER SCORECARD METRICS

Additional Scorecard Metrics (that are not Cash Lost or Profitability) that are greater than 25% from your goals include the following:
* The Quick Ratio is at 0.6. With the goal set at 1.2, your company is 49% away from meeting your goal.

* The Debt-to-Worth Metric is at 5.2. With the goal set at 1.2, your company is 333% away from meeting your goal.

* The Sales to Assets Metric is at 3.4. With the goal set at 5.2, your company is 35% away from meeting your goal.

Best regards,
Steve LeFever

Founder and Chairman
Profit Mastery
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Period Ending 09/30/2018 7/31/18 | 8/31/18 | 9/30/18 b 10% 254§ 25% 407 | For Current
Top £ Bottom Month
BALANCE SHEET RATIOS: stability (Staying Power)
1 Current @ Current Assets A : : : : 'l 1,176,700
Current Liabilities 1.1 1.1 1.2 1.6 1.1 16 15 14 13 13 959,900
. Cash + Accts. Rev. l 604,500
2 Quick ) A s e e
Current Liabilities 0.5 0.5 0.6 12 | 05 | 12 12 11 11 10 959,900
, DebttoWorth @ Total Liabilities I 'l 984,800
Net Worth 6.3 6.6 5.2 6.3 1.2 25 30 38 44 191,167
INCOME STATEMENT RATIOS: Profitability (Earning Power)
4 Gross Margin ' Gross Profit TL pp—— 233,700
Sales 44.6%(42.1%|56. 4% 58.5%)|46.3%)| s8% 53% 4% 34% 21% 414,100
5 Net Margin @ Net Profit Before Tax ll : : : : 159,100
Sales 4.7% | -3.2% (38.4% 7.9% | 6.4% | 8.9% 6.5% 2.3% 2.1% 1.8% 414,100
ASSET MANAGEMENT RATIOS: Overall Efficiency Ratios
6 Salesto Assets (g Sales — ll 999,900 X 4
Total Assets 2.9 2.9 3.0 52 51 48 45 3.2 1,175,967
7 Return on Assets @ Net Profit Before Tax I? , ' I I 166,100 X 4
Total Assets 12.1%| -2.4% [ 56.5% 14.0%| 19% | 14% 12% 11% 10% 6% 1,175,967
8 Return on Investment @ Net Profit Before Tax l' I ' I I 166,100 X 4
Net Worth 88.6%-18.5%| 347.6% 58.9%| 108% | 59% 51% 48% 39% 11% 191,167
9 Accounts Receivable @ Sales A & 414,100 X 12
L L L
Turnover Accounts Receivable 7.5 6.6 9.3 110 75 11 10 9 8 7 531,600
10 Accounts Receivable @ 365 \ 4 @_ 365
Turn-Days | S S S S
Accts. Rec. Turnover 49 55 39 33 49 33 3 39 44 50 9.3
1 inventory Turmover €@ Cost of Goods Sold R 1 ] o [ 22000 x 12
Inventory 42.3 | 35.1 250.0| 375 | 249 200 141 8 26 51,300
12 Inventory Turn-Days @ 365 7 1 i 7 1 365
Inventory Turnover 9 10 10 1 2 3 4 14 422
13 Accounts Payable @ Cost of Goods Sold A 1 180,400 X 12
Turnover Accounts Payable 78 | 76 | 94 83| 94 | & {1 15 19| 230600
1 Average Payment o 365 v 1 365
iod- [
Period-Days Accts. Payable Turnover 47 | 48 | 39 44 | 39 | as 37 30 25 19 9.4
Actual Performance to Goal Key
*NOTE: RATIOS OF: Equity & Assets f Scorecard Better than Goal- Powered By:
e ivoivoies (QENINY  coowinswl] - PROFIT @89
' Greater than 25% from Goal |:| MASTERY %

This is so near-term changes in the
performance to the metric are more
pronounced.

Goal Setting
Tutorial

Greater than 50% from Goal -
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Footnotes [ ] <25% B cash
(1) $43,233 Cash Impact because of too much Inventory.

(2) $81,955 Cash Impact because of too much Customer Credit. [ ] 25%to<50% [ Profit
(3) $32,047 Cash Impact that could be saved with longer payment terms.

(4) $8,549 Profit Impact over the time period if the goal was met. B >50%

(6) $4,612.00 Profit Impact on 2% Payable Discounts.
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Cooler's Heating & Cooling
Period ending 09-30-2018

Cash and Profit Impact

Issue Cash Lost Cash Required Profit
Receivables $81,955
Inventory $43,233
Payables $32,047

Payable Discounts $4,612.00
Gross Margin $8,549
Net Margin
Total $157,235 $13,161
Sensitivity Analysis
Metric Impact
Cash Conversion Metrics 1-Day Sensitivity*

Inventory Turn-Days $5,683 per day
$11,110 per day

$5,683 per day

Accounts Receivable Turn-Days

Average Payable Payment Period
Margin Metrics (Month) 1% Margin Sensitivity**
$3,333 per 1%

Margin (Gross or Net)

* Note: A 1 day of improvement in these metrics would increase the Cash of
Cooler's Heating & Cooling by the amount shown based on the last 3 months

average. .
_Tutorial

**Note: 1% improvement in margin would mean an increase in profits of
$3,333 to Cooler's Heating & Cooling based on the last 3 months average.
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Current Ratio: The ability to pay short term bills
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NOTE: Benchmark in charts is set to Top 25% (Quartile) of this industry NACIS code: 238220
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Gross Margin: Revenue left over after costs of services and goods are subtracted
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Performance to Goal: Gross Margin is 2.1% under the Goal of 58.5% with a negative $8,549 Profit Impact over the time period.
Net Margin: Percentage of revenue remaining after all operating costs, interest and taxes are paid
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NOTE: Benchmark in charts is set to Top 25% (Quartile) of this industry NACIS code: 238220
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Sales to Assets: How efficiently are you using your assets to produce revenue
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Return On Assets: Net income generated for each dollar of assets
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Return On Investment: The efficiency of return on revenue invested into business
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NOTE: Benchmark in charts is set to Top 25% (Quartile) of this industry NACIS code: 238220
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Receivable - Days: Average time clients take to pay
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Performance to Goal: Accounts Receivable is 6 days over the Goal of 33 days with a $81,955 negative cash impact.
Inventory - Days: Average days of inventory or supplies remain in stock
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Performance to Goal: Inventorv is 7 davs over the Goal of 1 davs with a $43,233 negative cash impact.
Payable - Days: Average days to pay suppliers
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Performance to Goal: Payments are 5 days faster than the Goal of 44 days with a $32,047 negative cash impact.
Cash Conversion Cycle: Length of time to recapture revenue spent on inventory
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=== Cash Conversion Cycle Goal (-10 days)
Performance to Goal: The Cash Conversion Cycle is 18 days over the Goal of -10 days.

NOTE: Benchmark in charts is set to Top 25% (Quartile) of this industry NACIS code: 238220 M
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Cooler's Heating & Cooling

Working Capital: Capital available to operate the business (Current Assets - Current Liabilities)
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Working Capital Turnover: A company's effectiveness in using its working capital. How many times Working Capital is turned over in 1 year.
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Days of Working Capital: Number of days of Working Capital remaining if no new sales occur.
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Days of Cash + Receivables to Cover Expenses: Number of days of Cash plus Receivables remaining to cover Expenses if no sales occur.
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NOTE: Benchmark in charts is set to Top 25% (Quartile) - -
All Charts use a 3-month rolling average on Balance Sheet Tutorial
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Sales Required to Support Fixed Costs Changes

($Thousands)

Sales Required
%
o

N\ \2) Q \) Q ) \) \) A\ 0] Q “ N\ \) \\) ) N\
Q A Q3 U Q A ) v ) 1 5 A Q 3V o A N

Fixed Costs (FC) Change ($Thousands)

Current FC = $1,400,500 Current Break-Even Sales = $3,021,751

Formula: Sales Required = $2.16 X Fixed Cost Change
This chart reflects the amount of sales changes that will be needed for various changes in the fixed cost levels in your company.

Net Profit Impact with Variable Cost % Change

$500
$400
$300 |t
$200 ~
$100

$0 =_==
-$100 T
-$200
-$300
-$400

($Thousands)

Net Profit Change

Percent Variable Cost (VC) Change

Current Contribution Margin = 46.3%

Formula: Net Profit Change =-$18,816 X Variable Cost Change (4VC)(%)
This chart shows the change in net profit resulting from selected % decrease in your variable cost.

NOTE: All calulations are based on annualized data, a rolling last 12 months. - P
e DROEIT ¢
MASTERY W&
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FINANCIAL GAP

The top table labeled “Current” represents the company’s most recent 12 month history for Sales and Net
Profit. All the Assets (left column) and Liabilities (top half of right column) represent current month
balances. The second table calculates the Financial Gap at a year-to-year 50% growth to illustrate the
mathematics for such a growth rate.

Based on the Financial data in this company's QuickBooks®, the company can
self-fund growth to at least 50% assuming the company does not change
efficiencies in the Balance Sheet accounts calculated as a percent of sales or
Land/Building needs do not change to support growth. This is purely for
discussion purposes only, you should consult your financial advisor for guidance.

Note: Current Balance Sheet Accounts are last 3 month average.

© 2020 FinancialSoft Inc.

Date Created: 12/02/2020 04:45:09 PM PST

FINANC PROFIT
ANALYSIS e. GAP
oft Cooler's Heating & Cooling FINANCIAL AL
Current
Sales Net Profit

$ 3,507,000 6.41%

% of Sales
Cash 49,267 1.4% Notes Payable Financial Gap
Accounts Receivable 508,700 145% [Accounts Payable 248,700 7.1%
Inventory 51,300 1.5% Accruals 737,100 21.0%
Total Current Assets 609,267 Total Current Liabilities 985,800
Equipment 49,400 1.4% Long-Term Liabilities -1,000
Land/Building 0 Total Liabilities 984,800
Total Fixed Assets 49,400 Net Worth -326,133
Total Assets 658,667 Total Liabilities & Net Worth 658,667

Growth
Sales Percent Growth

$ 5,260,500 50% New Net Worth = Old NW + (New Sales X Net Profit %)

% of Sales
Cash 73,900 1.4% Notes Payable No Gap Financial Gap :
Accounts Receivable 763,050 14.5% |Accounts Payable 373,050 7.1% :
Inventory 76,950 1.5% Accruals 1,105,650 21.0% :
Total Current Assets 913,900 Total Current Liabilities 977,783 :
Equipment 74,100 1.4% Long-Term Liabilities -1,000 :
Land/Building 0 Total Liabilities 976,783 :
Total Fixed Assets 74,100 New Net Worth 11,217 :
Total Assets 988,000 ==>= [Total Liabilities & Net Worth 988,000 I

Subtract
Up
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Cooler's Heating & Cooling

FINANC Valuation - EBITDA Method PROFIT
GD GAP

oﬂ FINANCIAL ANALYSIS
Net Profit EBITDA
Current| 6.4% Current| $ 279,000
Top 10% Industry| 8.9% Projected @ Top 10% Industry*| $ 387,205

Current Valuation vs at Industry Top 10% Net Profit

ZI Estimated Valuation @ Top 10% of Industry Net Profit performance EI Valuation @ Current EBITDA & Net Profit
$7,700
$6,970
$6,700 $6,582
$6,195
$5,808 {
7
$5.700 $5,421 ‘
$5,034 $5,022
$4,743
$4,646 ’
- $4,700 ‘ [ $4,464
_g $4,259 $4,185 \
©
= $3,872 $3,906 ‘
(]
> $3,700 $3.485 $3,627 |
$3,348
$3,098 $3,069 }
$2,710 $2,790
$2,700 $2,511
$2,323 $2,232
$1,936 $1,953
$1,674
$1,549
$1,700 $1,395
$1,162 $1,116
' $837
$700 T T T =
3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18
($Thousands) EBITDA Multiplier**

EBITDA = Earnings (Net Profit) Before Interest, Tax (Income Taxes), Depreciation and Amortization

*Note: This EBITDA estimate scales the company’s current EBITDA based on their Net Profit against the top 10% Net Profit of the industry’s

NAICS code. This is only an estimate as the scaling of Interest, Taxes, Depreciation, and Amortization may not be linear. -

**Note: The EBITDA Multiplier can be determined from other recently sold companies in the same industry. This information typically can Tutorial
be found on the Internet or from a Exit Specialist.
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BALANCE SHEET

Cooler's Heating & Cooling

7 GAP

G PROFIT

FINANCIAL ANALYSIS

Date
Ending Ending Ending Ending Ending Ending Ending Ending Ending Ending Ending Ending Ending
Period 1 Period 2 Period 3 Period 4 Period 5 Period 6 Period 7 Period 8 Period 9 Period 10 Period 11 Period 12 Period 13
Units: $1,000 ($Thousands) | 09/30/17 | 10/31/17 | 11/30/17 | 12/31/17 | 01/31/18 | 02/28/18 | 03/31/18 | 04/30/18 | 05/31/18 | 06/30/18 | 07/31/18 | 08/31/18 | 09/30/18
ASSETS
Cash $244 | $383| $235| $61.2| $57.7| $75.2| $10.8| $22.3| $63.8| $41.3| $276| $47.3| $729
Accounts Receivable $492.1 | $516.2 | $456.7 | $455.5 | $468.0 | $437.4 | $4355| $455.6 | $454.0 | $437.2 | $5245| $470.0 | $531.6
Inventory $60.3 | $51.3| $51.3| $51.3| $386| $51.3| $51.3| $51.3| $51.3| $51.3| $51.3| $51.3| $51.3
Other Current Assets $510.2 | $498.9 | $491.7 | $486.1| $487.2 | $480.0 | $503.2 | $491.9 | $511.4 | $505.2 | $515.0 | $506.4 | $520.9
Total Current Assets $1,087.0 [$1,104.7 |$1,023.2 |$1,054.1 |$1,051.5 |$1,043.9 |$1,000.8 |$1,021.1 |$1,080.5 |$1,035.0 |$1,118.4 |$1,075.0 |$1,176.7
Net Fixed Assets $49.2 | $49.2| $49.2| $49.2| $49.2| $49.2| $49.2| $49.2| $49.2| $49.2| $494 | $494| $494
Total Other Assets $76.8 | $69.6 $3.2 $3.2 $3.2 $3.2 $3.2 $3.2 $3.2 $3.2 $3.2 $3.2 $3.2
Total Assets $1,213.0 |$1,223.5 [$1,075.6 [$1,106.5 |$1,103.9 [$1,096.3 [$1,053.2 [$1,073.5 |$1,132.9 [$1,087.4 [$1,171.0 |$1,127.6 [$1,229.3
LIABILITIES & NET WORTH

Notes Payable - Bank $438.8 | $422.8 | $427.6 | $437.8 | $440.7 | $439.4 | $430.3 | $446.0 | $443.0 | $440.2 | $444.2 | $4446 | $482.1
Accounts Payable A/P - trade $182.6 | $191.4 | $152.4 | $170.0 [ $164.3 | $172.2| $179.2 | $196.6 | $213.7 | $226.5 | $278.4| $237.1| $230.6
Other Current Liabilities $372.3 | $379.0 | $340.4 | $337.5| $334.4| $300.1 | $281.0| $288.7 | $307.0 | $277.3| $292.3| $300.9 | $247.2
Total Current Liabilities $993.7 [ $993.2 | $920.4 [ $945.3 | $939.4 [ $911.7 | $899.5 | $931.3 | $963.7 | $944.0 [$1,014.9 | $982.6 | $959.9
Total Long-Term Liabilities $342 | $31.1| $279| $248| $216| $185| $153| $121 $8.9 ($1.0)] (31.0)] (31.0)] (31.0)
Total Liabilities $1,027.9 [$1,024.3 | $948.3 | $970.1 | $961.0 | $930.2 | $914.8 | $943.4 | $972.6 | $943.0 [$1,013.9 | $981.6 | $958.9
Total Equity $185.1 | $199.2 | $127.3| $136.4| $142.9| $166.1| $138.4 | $130.1| $160.3 | $144.4 | $157.1| $146.0 | $270.4
Net Worth $185.1 | $199.2 | $127.3 | $136.4 | $142.9| $166.1 | $138.4 | $130.1| $160.3 | $144.4 | $157.1| $146.0 | $270.4
Total Liabilities + Net Worth | $1,213.0 [$1,223.5 [$1,075.6 [$1,106.5 [$1,103.9 [$1,096.3 [$1,053.2 [$1,073.5 [$1,132.9 [$1,087.4 [$1,171.0 [$1,127.6 [$1,229.3
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Cooler's Heating & Cooling

Date
Ending Ending Ending Ending Ending Ending Ending Ending Ending Ending Ending Ending Ending
Period 1 Period 2 Period 3 Period 4 Period 5 Period 6 Period 7 Period 8 Period 9 Period 10 Period 11 Period 12 Period 13

Units: $1,000 ($Thousands) | 102017 | 103117 | 11730017 | 1273117 | owwas | 02/28118 | 0313118 | 0ass0its | 0s/31/18 | 06130718 | 07/31/18 | 08/31/18 | 09730718

Sales $407.6 $390.0 $288.2 $288.6 $283.8 $295.9 $209.2 $250.2 $263.6 $237.6 $326.4 $259.4 $414.1

Cost of Goods Sold $219.6 $228.2 $166.6 $153.0 $152.6 $144.4 $116.8 $133.7 $138.5 $136.3 $180.9 $150.2 $180.4
Gross Profit $188.0 $161.8 $121.6 $135.6 $131.2 $151.5 $92.4 | $116.5 $125.1 $101.3 $145.5 $109.2 $233.7
Expenses

Marketing, Sales, G&A $115.6 | $120.6 $55.1 | $122.2| $120.8 | $123.6| $116.4 | $120.3 $89.5 | $112.2| $127.8| $116.2 $45.3

Depreciation &

. $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Amoritization

Other Expense $100 | $100| $66.4 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Expenses before Interest & Tax | $125.6 | $130.6 | $121.5 | $122.2| $120.8 | $1236| $116.4| $120.3| $895| $1122| $1278| $116.2| $453
Operating Profit $62.4 |  $31.2 $0.1| $134| $104| $279| ($24.0)| ($38)| $356| ($109) $17.7| ($7.0)| $188.4
Other Income $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Interest $2.1 $2.7 $1.8 $2.1 $1.6 $2.4 $2.2 $2.3 $3.0 $3.0 $2.3 $1.4 | $29.3
Net Profit Before Taxes $603 | $285| (s1.7)| $113 $8.8 | $255| ($26.2)| ($6.1)| $326| (313.9)| $154| ($8.4)| $159.1

Tax (Income Taxes) $3.9 $3.2 $3.9 $2.3 $2.5 $2.3 $1.6 $2.3 $2.5 $2.0 $2.5 $2.7| $34.7
Net Profit After Tax $56.4 | $25.3| ($5.6)]  $9.0 $63 | $232| ($27.8)| ($8.4)| $30.1| ($15.9) $129| ($11.1)| $124.4
EBITDA $62.4 |  $31.2 $0.1 | $134| $104] $279| ($24.0)] (338)) $356[ ($109)] $17.7| ($7.0) $188.4
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