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The days of burning cash for growth are dead. SaaS finance
leaders now face harshrealities. Venture capital has
tightened. Fundraising takes longer. Investors scrutinize unit
economics mercilessly.

This isn’t theory. It's battle-tested wisdom from hundreds of SaaS companies. We've seen which
practices separate survivors from casualties.

Whether you have 18 months of runway or just 6, you need to identify and monitor your most important
metrics, including clear triggers and resulting actions. Our decision tree removes emotion from financial
choices. It gives you concrete steps when cash becomes king.

The Saa$S cash flow trough

The fundamental problem for SaaS companies is learning how to nurture growth without depleting

their cash reserves. Startup SaaS companies must invest heavily in planning and executing a sales and
marketing strategy to generate revenue downstream. This creates what we call the “Cash Flow Trough,”
aphenomenon that’s sunk countless promising companies despite providing an impressive product.

K Definition: The low point in the operating cycle where customer acquisition costs hit

D immediately with an expectation that cash will follow shortly, sometimes trickling in
quarterly or even monthly. This results in negative cash flow for an undefined period.
The deeper your trough, the harder it becomes to achieve sustainable growth. This
makes cash management your most existential challenge.

Warning Sign: If your sales are not covering your customer acquisition costs, you're
& at risk of scaling straight into insolvency. The rest of this guide provides the decision
framework to help you avoid falling into that trap.



Why this matters now

With fundraising windows narrowing and investors demanding capital efficiency, your ability to make
rapid, data-driven financial decisions directly determines your company’s survival. The metrics and
decision paths outlined here aren't just good practice — they're the difference between navigating
through tight markets and running out of runway.

The decision tree framework explained

A financial decision tree connects specific metric thresholds to pre-planned actions, removing emotion
from crisis management and allowing you to react quickly.

What makes a financial decision tree

Metrics: Specific measures that you determine are critical to know in order to
achieve your goals (e.g., the Burn Multiple)

Decision triggers: Predefined measures for your metrics that trigger specific
Actions (e.g., burn multiple at > 1.5 is too high)

Action paths: Pre-determined responses to Decision Triggers
(e.g., begin cost-cutting measures)

Owners: Team member(s) responsible for executing each action
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Operating within cash constraints

This decision framework focuses on managing your operating cash without resorting to additional debt
or capital raises. While those options exist, they come with significant strategic implications and aren't
always available. Instead, let’s focus on operational decisions that can preserve and extend your runway.



Practical implementation guide

Follow these simple steps to create your personal Decision Tree.

1

Step 1: Identify your current position

» Calculate your projected weekly and monthly cash burn — who, when,
and how much?

» Calculate your Runway to determine how many months of cash you have today

» Decide onyour key metrics, the ones that can make or break your business

Step 2: Define your metric triggers

» Determine the specific threshold for each key metric that tells you it's time
to pivot

» Agree on specific actions to take for each metric should it reach the trigger

» Assignalead and an owner to each action

Step 3: Share your decision tree

» Create aone-page visual representation of your Decision Tree
» Thevisual should include each of the Key Metrics, the triggers, and the actions

» Make your Decision Tree visible to key stakeholders

Step 4: Establish review cadence

» Commit to reviewing your key metrics weekly
» Review the decision tree monthly to ensure it’s still relevant

» Adjust as circumstances change



Where are you today?

The best place to start is with a self-assessment. What are you spending today? Is this indicative of your
future spending? This can all be captured in a spreadsheet and doesn’t have to be fancy. It's important to
review your projections on a weekly basis. Simply dividing monthly spend by 4 can be misleading and lead
to the wrong response. Evaluating your position monthly can lead to a delayed response, and you may not
have time to recover.

Some people think projections must be highly accurate, but in reality, they rarely are. It's impossible for
anyone to know what will happen tomorrow, next week, or in the year to come. The best you can dois use
the information available today to make a best guess. When new information comes to light, revisit your
projections and make any necessary adjustments. Think of a projection as a tool to help you get where
you want to go, just like a car is a tool that gets you to the grocery store.

What is your cash runway?

Once you've defined and netted your expected income and spend, also known as the Net Burn Rate,
you can calculate the ever-important Runway. The calculation is simple:

Cash balance Runway
(let's assume $500,000) $500k
Net Burn $50k
(let'sassume $50,000) =10 months //

Best Practice: Setaburncap

The most effective SaaS companies establish a strict burn cap, or maximum monthly cash outflows,
that act as guardrails to help protect the Runway.

If your forecast shows your monthly burn exceeds the monthly cap, you are faced with two fundamental
options: reduce expenses or increase collections. This binary choice strips away the complexity and

forces disciplined decision-making.



Define your metrics

Your important metrics, also known as KPlIs (Key Performance Indicators), are the top metrics that are
critical to monitor. When these are ignored or visited irregularly, company performance suffers. Below are
suggestions; you may swap other metrics given your unique circumstances.

Metric Definition Why It matters
Cash Runway The number of months until You need enough runway to achieve
your cash runs out sales traction or to get you to the next

round of funding

Burn Multiple The cost of acquiring new Gives insight into how efficiently a
recurring revenue company is spending and its long-term
sustainability

CAC Payback Period Months until customer Measures sales and marketing
acquisition costs are efficiency and tells you when you will
recovered receive ROI

Customer Churn Rate The percentage of Measures customer satisfaction,
customerslostbya or product “stickiness”

business within a specific
period of time

Lead Conversion Rate The ratio of leads that Measures the effectiveness of the
convert to customers sales and marketing process andis
also aleading indicator of CAC

r Q Best Practice: Monitor these metrics on a weekly basis. Monthly tracking creates
J dangerousblind spots.



Establish thresholds and actions

For each metric, determine the values that indicate your operations are either healthy, in danger,
orinbetween.

For each of these values, decide today what your course of action will be and who will be responsible
for mobilizing the team to execute the actions. In the examples below, we provide illustrative triggers
and actions for the Red Status. Your metrics, triggers, and actions may look different than these.

We also include a sample dashboard so you can see what a finished product might look like.

These are illustrative examples only. It's up to each business to decide which values and triggers aligned
with their unique circumstances. Reach out to us for added support in this exercise.

>0: Healthy <2: Healthy
6-9: Caution 2-3: Caution
@® <6 Danger ® -3 Danger
If <6: Implementimmediate If >3: Implement immediate
cost cuts cost cuts
@ <12. Healthy ® <2%: Healthy ® 5%  Healthy
12-18: Caution 1%-5%: Caution 2%-5%: Caution
@® >18: Danger @® 5%  Danger ® <2%  Danger
If >18: Pause acquisition; If >5%: Time to pivot If <2: Reset strategy

reset strategy



lllustrative dashboard

Now, let’s look at animaginary company. What's
interesting here is that the Burn Multiple indicates
a high rate of sales & marketing spending, which
is leading to an unreasonable CAC payback
period. This could be anindication that sales &
marketing spend is not efficient. Focusing on

the ROl of the sales & marketing spend should
resolve both metrics.

Paying attention to the formula for each metric
can help you understand how the metrics relate
toeach other.

Sample company

KPI Dashboard

For the week ended 5/31/25

Cash Runway (months)

Burn Multiple

CAC Payback (months)

Customer Churn

Lead Conversion




Conclusion: Discipline wins

Intoday’s capital-constrained environment, SaaS companies can no longer afford to make decisionsin
isolation. It's not enough to monitor a single metric — survival requires a holistic view. Metrics like Burn
Multiple, CAC Payback, or Cash Runway each tell a part of the story. But only when considered together
can they reveal the true health of your business.

The SaaS Financial Decision Tree isn't just a framework — it’s a mindset. It helps you step back, connect
the dots between your KPIs, and respond to financial signals with clarity, not panic.

When a metric reaches a danger zone, it may not mean failure — it may mean it's time to rebalance, pivot,
or push harder in another area.

Cashis nolonger fuel for growth at all costs — it's the constraint that forces you to grow smarter. This
guide is your playbook for doing precisely that.

Discipline, visibility, and context will separate the survivors from the rest. Use this framework to
lead with all three.

About indinero

Indinero gives SaasS leaders the financial team they need to build
capital-efficient, investor-ready companies. We handle your books,
payroll, and tax while providing CFO-level strategy.

Need help building your customized Saa$ financial decision
tree? Book a free consultation with anindinero CFO to discuss your
specific situation.

Book a FREE consultation -




