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Financial Signal Scanner™

Every number is a message.
Most owners never read them.

Signal » Decision » Action » P&L Impact
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4 IN 60 SECONDS, THIS SYSTEM TELLS YOU ¢

1. Where profit is leaking — and which line is responsible
2. Where cash risk is building — and how many days before it surfaces
3. Which 3 signals require action within 30 days

4. What decisions cannot be delayed without a quantifiable cost

01 - POSITIONING

By the time a financial problem is visible, it has already been paid for. Every significant P&L
deterioration announces itself in the numbers weeks — sometimes months — before it becomes a
crisis. The failure is never in the numbers. The failure is the absence of a system designed to read
them.

| Financial problems are never sudden. They are only suddenly visible.

EXECUTION SIGNAL DEFINITION

Financial signals are early, measurable deviations in core financial drivers — margin, cash flow, cost
structure, and revenue consistency — that indicate execution breakdown before it becomes visible in
reported performance (see Gross Margin Signal Doctrine™).

When multiple signals persist across consecutive periods, the condition shifts from variance to
structural deterioration — requiring intervention, not observation.

02 - WHAT HAPPENS IF YOU IGNORE THIS

| Each of the following occurs silently — without a single warning notification.

/A Margin erosion accelerates — COGS drift compounds month over month; by the time it
appears on an annual review, 3—-6 points of gross margin are already gone.

A Cash dependency increases — without signal detection, the business funds operational
gaps through financing rather than operational improvement, increasing debt servicing
costs by 18-36% APR.

A\ Supplier leverage shifts against you — delayed payment patterns and reactive purchasing
eliminate early-payment discounts worth up to 36.7% in annualized savings.

A\ Problems compound instead of stabilize — a correctable 5% expense variance left
unaddressed for 4 periods becomes a structural condition requiring intervention 3x more
expensive than early correction.

A\ Recovery cost multiplies — every 30-day delay in signal response increases the cost of
correction by an estimated 40-80% due to compounding exposure and narrowing options.
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03 - WHAT THIS SYSTEM DOES

If financial signals are not monitored monthly, profit loss is already underway. This system does not
summarize the past — it exposes the next 30—90 days of financial risk and forces a response.

Cost of inaction: Every unread signal costs 1-3% of gross margin monthly — in compounded
inefficiency, supplier leverage loss, or missed collection. On a $1M revenue business: $10,000-
$30,000 per month in losses that appear on no current financial statement.

04 - FINANCIAL CONSEQUENCE MATRIX

Studies of mid-market financial performance show that businesses identifying financial anomalies
monthly resolve issues 2—-3x faster than those relying on quarterly reviews — with materially lower P&L
and cash flow impact.

P&L Impact: Undetected COGS drift of 3 points on $1M revenue = $30,000 annual gross profit loss —
permanent until actively reversed

Cash Flow Impact: Unmanaged receivables at 60 days vs. 30 days = $80K-$150K cash flow lag on
$1M revenue; that gap is funded by borrowing

Cost of Inaction: Businesses reviewing financials monthly catch correctable issues 2.4x% faster than
those reviewing quarterly — the timing gap is the profit gap

05 - REQUIRED INPUTS

Metric / Input | Source Purpose in System

Income statements (3-5 Historical P&L Trend analysis; COGS and margin movement
years) over time

Common-size % Calculated from Anomaly detection — numbers hide,
statements P&L percentages don't

Balance sheet (3-5 years) Historical BS Asset/liability trend and liquidity signal indicators
Statement of cash flows Accounting records  Signals whether cash is generated from

operations or debt financing

Year-over-year variance Spreadsheet Flags every account with material movement
by line calculation

Cleansed income Adjusted financials ~ Removes owner perks and related-party
statement distortions from the baseline

06 - SCORING MODEL — Signal Risk Score (0-100)
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Five signal dimensions, each scored 0-20. Total = composite Signal Risk Score. Any dimension
scoring <8 is designated a Critical Signal Zone and triggers an immediate decision obligation.

The score is not diagnostic — it is a decision trigger. Any score below 60 indicates active financial
deterioration, not potential risk.

Dimension 1: COGS % Stability Dimension 2: Cash Flow Source Quality Dimension 3: Expense
Trend Integrity

Dimension 4: Revenue Consistency Dimension 5: Balance Sheet Signal Clarity

Score Condition Risk Level Cost of Inaction
80-100 Signals clean; financials LOW RISK Continue monthly monitoring — no
consistent; no material active signals
anomalies
60-79 2-3 signals elevated; MODERATE  $15K-$50K annual exposure if
correctable with 30-day unaddressed
intervention

40-59 Multiple signal failures; P&L HIGH RISK $50K-$150K/year P&L exposure —

compression measurable actively growing
now

0-39 System-level signal failure; CRITICAL Losses compounding daily —
financial deterioration in intervention is overdue
progress

07 - WHAT THIS SYSTEM DELIVERS

» Exposes: the top 3 signals actively destroying margin or cash flow — named, scored, and ranked
by financial damage

» Quantifies: financial damage if each critical signal is left unaddressed for 30, 60, and 90 days
» Isolates: the single dimension with the highest risk score — the source of the primary P&L threat

» Forces: a decision obligation on every signal scoring in the Critical Zone — no observation without
action

Tracks: the 30-, 60-, and 90-day risk trajectory under current operating conditions

v

08 - DECISION TRIGGERS

Every trigger below is binary: either the condition exists and the action is mandatory, or it does not exist
and monitoring continues. There is no middle state.

| 1. IF: Operating cash flow is negative for 2 or more consecutive periods

— THEN: Halt all discretionary capital expenditure. Build a 90-day cash bridge budget within 14
days. Reduce each of the 3 largest non-essential expense lines by a minimum of 15% within 30
days. Assign a named owner to each target. Require weekly written progress reports.

| 2. IF: COGS % increases more than 4 percentage points versus the prior year
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— THEN: Initiate supplier pricing audit within 7 days. Obtain competing quotes from a minimum of
3 alternative vendors within 21 days. Renegotiate or replace the primary cost-driver supplier within
45 days. Do not absorb — every unaddressed COGS point on $1M revenue costs $10,000
annually.

. IF: Net income % on common-size falls below 8% in any reporting period

— THEN: Identify the 2 largest expense categories driving compression within 7 days. Set written
reduction targets — minimum 10% per category — with a named owner for each. Require weekly
progress reports until net margin is restored above 12% for 2 consecutive periods.

. IF: Cash from financing activities exceeds cash from operations for 2 or more periods

— THEN: This is a structural warning, not a cycle. Reduce owner draws or non-operational
spending by a minimum of 25% within 30 days. Deliver a written revenue acceleration plan within
14 days. If the condition persists into a third period, activate crisis protocol immediately.

. IF: Any single expense category increases more than 25% on common-size year-over-year

— THEN: Require a written explanation within 5 business days. If the increase is not directly
attributable to a proportional revenue benefit or a one-time capital event, reverse or eliminate
within 30 days. Categories without a documented justification are treated as uncontrolled spend.

A ESCALATION LOGIC

Triggers Active | Status Required Response

09 - ACTION TABLE
Issue Detected Required Action Owner Deadline P&L / Cash Impact
Operating cash 90-day cash budget; reduce 3  Owner 14 days Stem active cash
flow negative non-essential lines by 15%+ bleed
each

COGS % rising vs.  Supplier re-bid; renegotiate Operations 45 days Recover 2-5%

prior year top 3 cost lines gross margin
Wages anomaly on  Benchmark vs. industry; right- HR / Owner 30 days Payroll cost
common-size size if wages >20% revenue normalization
Net income below Zero-base 2 largest expense Owner 60 days +3-8% net

8% categories; written targets income recovery
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Issue Detected Required Action Owner Deadline P&L / Cash Impact
Abnormal items in Cleanse P&L; remove Accountant 7 days True baseline
financials personal and related-party established

distortions

10 - IRREVERSIBLE INSIGHT

| Financial problems are never sudden — only suddenly visible.

11 - BUSINESS IMPACT

Financial statements are vital signs — and most businesses read them once a year. The Financial
Signal Scanner™ replaces that annual review with continuous operating intelligence, catching
correctable problems an average of 60—-90 days earlier.

On a $1M revenue business: that 60-90 day timing advantage is worth $30,000-$90,000 in
preventable annual losses — the compounded cost of every correctable signal that went unread.

Install this system. Read the signals. Make the decisions. The alternative is already costing money.
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