CLIENT CASE STUDY

From Benchmarks to Breakthroughs: =1
How a $7.5M Farm & Garden Retailer Opx
Unlocked $725K+ in Hidden Value

Annual Revenue Years in Business Industry Geography

$7.5M 20+ Farm & Garden Retail + Service Southwest U.S.

= THE CHALLENGE

The owner of a well-established farm and garden machinery retailer — operating for more than two
decades across the Southwest United States with average annual revenue of $7.5 million — had set an
ambitious growth goal: acquiring additional regional retailers to expand his footprint. Before pursuing
acquisitions, he needed answers to two critical questions: How does my business truly perform
compared to regional peers? And where can | generate the additional cash flow needed to fund a
deal?

= THE APPROACH: A CUSTOM BENCHMARK BUILT FOR HIS BUSINESS

We began by collecting the Profit & Loss Statement, Balance Sheet, and organizational charts. Because
this company operates across multiple business lines — retail sales, equipment repairs, and equipment
rental — no single industry benchmark existed that could serve as a meaningful comparison. We sourced
data across four distinct industries to engineer a hybrid benchmark tailored to match this business's exact
revenue mix and operating model.

Once the benchmark was constructed, we scrubbed and restated the company's financials to meet GAAP
compliance standards, eliminating non-recurring items and owner-specific adjustments that distort true
performance. The result was the company's actual performance and the regional peer benchmark
that fit together like puzzle pieces.

= WHAT THE BENCHMARK REVEALED

Profitability Gaps

The analysis identified two immediate profit recovery opportunities. First, a one-percent gap in gross
margin — representing approximately $45,000 annually — was traced to the repairs department, where
service pricing had not kept pace with market rates. A targeted pricing adjustment alone could close
this gap with minimal operational disruption.

Second, the EBITDA comparison revealed a $140,000 profit gap tied directly to manager-level
compensation running above industry norms. A secondary validation through sales-per-employee data
confirmed the discrepancy: the management layer was not generating proportional output relative
to peers. This finding opened the door to a broader workforce efficiency review.




PROFITABILITY OPPORTUNITIES IDENTIFIED

e $45K gross margin gap — pricing adjustment in repairs department
» $140K EBITDA gap — manager-level compensation vs. peer benchmarks
» $182K workforce efficiency opportunity (in-progress deep dive)

Overhead Structure

The analysis also surfaced a significant lease expense — the business was paying nearly double the
market rate for its physical location compared to regional peers. While this cannot be easily renegotiated
in the short term, it became a critical data point for the owner's acquisition strategy: understanding this
structural disadvantage now means he can apply lease scrutiny as a due diligence filter when
evaluating target companies.

The Hidden Liquidity Risk

Perhaps the most urgent discovery involved the company's balance sheet — specifically its inventory
position and liquidity. The business was carrying approximately double the inventory of its industry peers
on a dollar basis, which in turn had inflated accounts payable to more than twice the peer average.

On the surface, the current ratio appeared acceptable, performing in line with industry peers. But the
quick ratio — which strips out inventory and measures a company's ability to meet short-term obligations
from liquid assets alone — told a very different story. The company's quick ratio was more than five times
lower than its peer group.

In plain terms: if this business were to experience even a ten percent decline in sales, it would
risk erasing all current profits and burning through available cash flow — which would not even
cover 25 percent of its current short-term debt obligations. For a business owner planning a major
acquisition, this was a risk that demanded immediate action.

BALANCE SHEET RISK SUMMARY

* Inventory carried at approximately 2X peer median

¢ Accounts payable at more than 2X peer median

* Quick ratio more than 5X below industry peers

* A 10% sales decline would put cash flow at risk of covering less than 25% of current debt

m THE OUTCOMES: TURNING FINDINGS INTO ACTION

The business owner did not walk away from this engagement with a report — he walked away with a
roadmap. Three distinct initiatives were launched directly from the benchmark findings.




Initiative Projected Impact

Workforce Efficiency Review (Sales Up to $182K in additional annual earnings through recaptured labor

& Management Teams) inefficiencies.

Supply Chain & Inventory $500K one-time cash release from inventory and payables

Optimization restructuring — equivalent to a 20% equity injection into a $2.5M
acquisition.

Repairs Pricing Adjustment $45K annual gross margin recovery through market-aligned service

(Immediate Action) pricing.

TOTAL VALUE IDENTIFIED: $725K+ ($225K ANNUAL PROFIT & $500K CASH FLOW)

The $500K inventory unlocked alone would fund a 20% equity injection into a $2.5M acquisition —
giving the owner the acquisition capital he came looking for, entirely from within his own business.

= THE TAKEAWAY

This engagement demonstrates what precision financial benchmarking makes possible. By building a
custom peer comparison rather than relying on generic industry data, we surfaced specific, quantifiable
gaps that a standard accounting review would never have found — not just where money was being left
on the table, but why, and what to do about it.

For a business owner preparing to grow exponentially, that clarity is the difference between a well-
positioned acquisition and one built on an unstable foundation.
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