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Startup Finance & Cash Flow

A Founder's Guide to Runway, Unit Economics and Capital Decisions

Reader note. This is educational material, not accounting, legal, tax, lending or investment advice.
Examples and amounts are hypothetical and are not Silicon Founders' operating results. Accounting
standards, taxes, reporting and funding rules depend on the jurisdiction and entity. Engage qualified
professionals for live decisions, contracts, filings, fundraising and financial statements.

About this book

A startup can announce a large contract, show accelerating revenue and still run out of
money. It can also report an accounting loss while holding sufficient cash to complete an
important experiment. These are different conditions. Founders must understand cash
actually received, obligations coming due, how long liquidity can support operations and
which assumptions could break the plan. A beautiful forecast is not a substitute for a bank
reconciliation and a decision about next month's payroll.

The U.S. Small Business Administration's business planning guidance describes the role of
financial projections and cash flow statements in evaluating a business [R1]. Stripe's startup
cash-management materials discuss cash runway as a function of current cash and net burn,
while noting that forecasts should be grounded in realistic assumptions [R2]. This handbook
turns these ideas into operating routines suitable for early-stage companies across sectors,
while explicitly separating general financial education from jurisdiction-specific requirements.

The objective is not to maximize the apparent financial sophistication of a pitch deck. It is to
make a small set of numbers reliable enough to guide hiring, pricing, vendor contracts,
customer acquisition, fundraising readiness and the timing of difficult decisions.
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1. Learn the Language of Startup Finance

Three statements, three perspectives

The income statement describes revenue and expenses over a period, subject to relevant
accounting recognition rules. The balance sheet shows assets, liabilities and equity at a
moment in time. The cash flow statement explains movements in cash through operating,
investing and financing activities, where applicable under the relevant reporting framework.
None can completely substitute for the others. A founder who looks only at booked revenue
may miss unpaid invoices and obligations to suppliers.

Consider a fictional services company that completes $50,000 of work in December but
invoices on thirty-day terms. Depending on proper accounting recognition, it may record
revenue before the cash is collected. If its salaries and contractors cost $35,000 in December
and are paid immediately, cash can fall during a profitable-looking period. The illustration is
not an instruction on accounting treatment; contracts, performance obligations and
standards matter.

Choose consistent operational definitions

Define cash as accessible, unrestricted balances reconciled to reliable records. Keep
restricted deposits, customer funds held on behalf of others and unavailable amounts
separately identified. Define booked revenue, invoiced amount, cash collected, contracted
recurring revenue and pipeline value as different measures. Mixing them inflates apparent
liquidity and creates confusion in decisions.

Establish a chart of accounts appropriate to the entity and a simple monthly close checklist:
bank reconciliation, invoices issued, receipts, payroll obligations, taxes, vendor bills,
adjustments and changes to deferred obligations. Use an accountant for formal books and
filings; a founder dashboard can be less complex than a statutory report but should reconcile
toit.

Protect the integrity of numbers

Every number in a founder update should be traceable to a source: bank record, ledger,
contract, invoice, approved budget or calculation worksheet. A forecast must be labeled as a
forecast. A hypothetical scenario must not appear beside actuals without visual distinction.
Reconcile accounts before announcing performance and preserve versions so board
decisions can be understood in context.

Chapter output: A finance dictionary with twenty terms, source owner, update frequency
and method of verification. Decision gate: Do not approve a material financial commitment
using an unreconciled cash estimate.
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2. Build a Cash Forecast Before a Growth Forecast

Start from known cash and dated movements

A cash forecast begins with the money that is actually available, then adds likely receipts and
subtracts payments by expected dates. The relevant dates may differ from contract dates,
invoice dates and revenue-recognition dates. A founder should know the payment terms of
large customers, the dates payroll and taxes are due, and which vendor obligations are
unavoidable. The first week of the forecast should be especially precise.

For an early venture, use a rolling thirteen-week forecast and a higher-level twelve-month
outlook. The short forecast highlights operational liquidity; the long view informs runway,
recruiting, investment in product and financing needs. Do not simply divide annual projected
revenue by twelve when collection dates are lumpy or seasonal.

Distinguish certainty levels

Create at least four receipt categories: cash received, invoice due under agreed terms,
contractually expected but not yet invoiced, and uncommitted pipeline. Only the first is cash.
A signed contract can still produce delayed payment, disputed acceptance or partial delivery.
For forecast decisions, use conservative collection assumptions and show the impact of
missed receipts. Keep customer concentration visible, especially when a single account
determines survival.

Payments also need categorization: payroll and statutory liabilities, contractual vendor
obligations, essential delivery costs, discretionary spending and optional investments. Where
payment timing can legitimately change, use approved actions rather than quietly assuming
bills will be deferred. A schedule of payments should not be manipulated to hide overdue
obligations.

Make the forecast a decision instrument

A forecast becomes useful when it changes decisions. If a planned hire pushes minimum cash
below the agreed floor in an adverse scenario, postpone the hire or reduce another expense.
If a major contract pays in ninety days but requires immediate contractors, evaluate whether
the project needs a deposit, milestone billing or working capital financing. If no realistic
operational response prevents a cash shortfall, escalate early.

Chapter output: Thirteen weekly columns with opening cash, receipts by certainty,
mandatory outflows, optional outflows, closing cash and minimum-cash alert. Decision gate:
Forecasts below the agreed liquidity floor require an explicit corrective plan.
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3. Understand Burn, Runway and Liquidity Buffers

Gross and net burn are not interchangeable

Gross burn often refers to total monthly cash operating outflow; net burn commonly refers
to operating cash outflow less operating cash inflow during the same period. Definitions vary,
so report the formula. Stripe's cash-management explanation describes runway using current
cash divided by net monthly burn where burn is positive [R2]. If cash on hand is $120,000
and net burn is $15,000 per month, simple runway is eight months. The result assumes a
stable burn rate and excludes unexpected expenses, debt repayments or material timing
shifts.

Runway is a planning estimate, not an expiration date stamped on the bank account. A
company may pay a major annual software subscription tomorrow, face delayed customers
next quarter or experience different burn after launching a new product. Calculate a month-
by-month cash path alongside the headline estimate. For cash-flow-positive periods, the
usual "cash divided by burn" expression may not be meaningful; review liquidity exposure
directly.

Define a buffer for unavoidable obligations

The cash balance is not all available for speculative experiments. A portion may be needed to
fund payroll, taxes, refunds, customer obligations, vendor commitments and a planned wind-
down if a test fails. Define a liquidity floor as an owner-approved policy based on the actual
risk and payment calendar. There is no single buffer that is correct for every jurisdiction or
business model. A retailer with inventory exposure differs from a subscription software firm
with long prepaid contracts.

When setting the floor, consider customer concentration, volatility of cash collections,
dependence on a financing event, upcoming renewals and the speed with which spending
could be reduced. A runway calculation should not ignore material commitments simply
because they have not yet been paid.

Treat new money as uncertain until received

A term sheet, investor conversation or expected grant is not liquid cash. Forecast it as a
scenario, not as available funds. Even signed financing may have conditions precedent. A
business that makes fixed obligations on the assumption of a future raise increases its
downside risk. Conversely, delaying unnecessary spending can preserve strategic choices and
negotiation leverage.

Chapter output: Gross burn, net burn, simple runway, modeled cash-low date, restricted
balances and liquidity-floor headroom. Decision gate: Escalate a projected floor breach
before it becomes a payment crisis.
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4. Model Revenue, Collections and Working Capital

Revenue models create different cash cycles

A subscription may collect before providing service, a consulting project may invoice on
completion, a marketplace may hold collections owed to suppliers and a hardware venture
may pay for inventory months before making a sale. Build the cash model around actual
contractual flows. Do not classify customer or supplier funds held as an intermediary as
unrestricted company cash unless the legal and accounting basis permits it.

Working capital concerns the timing of current assets and liabilities. Receivables, inventory,
payables, deposits and deferred performance obligations can make cash behavior diverge
from income. For a services business, slow receivable collection may matter more to survival
than its reported accounting margin. For a product startup, inventory commitments or
prepaid cloud costs can create large outflows before sales occur.

Make invoicing and collection part of operations

Track every invoice with customer, amount, currency, invoice date, due date, acceptance
status, amount received and days overdue. Disputes need an accountable owner. A founder
should not count a payment promise as a receipt. Match payments to invoices and resolve
currency conversion or payment processor charges with the bookkeeper. Avoid casually
changing terms on existing contracts or taking coercive collection steps without legal advice.

For a fictional $60,000 annual service contract, payment could be $60,000 upfront, $5,000
monthly or four $15,000 quarterly installments. Each arrangement may create a different
cash path despite the same nominal contract value. A venture should model customer
discounts, refunds, service obligations and the risk of non-payment before assuming the
largest quoted contract has solved runway.

Shorten the cash cycle ethically

When commercially appropriate, propose deposits, documented milestones or shorter
payment terms with clear value to the customer. Support invoices with accurate deliverables
and acceptance records. Review suppliers for unnecessary annual commitments and consider
monthly contracts during experimentation if the higher per-month cost is manageable.
Negotiate respectfully; do not make unauthorized promises about financing or delay
statutory obligations.

Chapter output: An aged receivables schedule, major supplier payment calendar and
customer concentration report. Decision gate: Do not equate contract pipeline or annualized
revenue with bank liquidity.
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5. Connect Unit Economics to Cash Generation

Revenue quality matters

A founder often knows top-line revenue but not how much cash remains after serving the
customer. ldentify direct variable costs: transaction processing, compute, hosting, support
tied to volume, fulfillment, contracted services and refunds where appropriate. Contribution
per unit is revenue collected minus the relevant variable costs. Shared operating costs still
need funding. Gross margin follows accounting conventions; a managerial contribution
measure may include different categories, so label the difference.

The SBA's break-even guidance explains a basic contribution-style unit calculation using fixed
costs divided by price less variable cost per unit [R3]. For recurring revenue, cohort behavior
and collection timing complicate the analysis. Avoid projecting lifetime value from only a few
weeks of incomplete retention data. The strongest model is transparent about assumptions
and updates them when actual collections and service costs arrive.

Acquisition must be funded before it pays back

Customer acquisition costs often occur ahead of customer cash receipts. If CAC is $1,200
and monthly contribution is $240, simple payback requires five customer-months, assuming
the customer remains active and cost definitions are consistent. Paying sales staff upfront
can create cash stress even when eventual customer economics appear attractive. Account
for taxes, setup costs, payment timing and bad debts that are omitted from the simple
example.

A high ratio of projected lifetime value to CAC is not enough. Look at payback time,
retention reliability, customer concentration and the amount of cash required to finance each
new cohort. A business can grow revenue while consuming increasingly more working
capital. Raising prices can help but may also change conversion, support expectations and
customer eligibility.

Build a bottom-up plan

Start with the number of eligible accounts that can realistically be reached, expected
conversations, pilots, paid conversions, activation time, retention and price. Make each rate
an assumption with a source or observed cohort. Calculate service capacity separately. A
target of 100 new enterprise customers is meaningless if the team can onboard only ten per
month or if procurement cycles take longer than the remaining runway.

Chapter output: Unit economics by customer segment including collected revenue, cost to
serve, acquisition spend, payback and cash required to finance growth. Decision gate: Do not
scale a negative-contribution offer without an authorized, evidence-backed explanation of
how the economics can change.
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6. Design a Practical Budget and Spend Controls

Budget against priorities and evidence

A startup budget should encode what the company is testing, delivering and protecting.
Divide spending into obligations, customer fulfillment, product reliability, growth experiments
and optional improvements. Separate committed costs from discretionary allocations. A
budget that simply assigns last month's spending plus 10% offers little decision value when
the business is still validating its model.

For each material purchase, record the purpose, decision owner, expected outcome, one-
time and recurring costs, contract duration, termination conditions, data/security implications
and source of funds. Set authority limits appropriate to the company. It should be easy for an
operations manager to purchase an authorized ordinary tool but difficult to create an
undisclosed year-long commitment or transfer control of an important account.

Watch subscriptions and hidden obligations

Software subscriptions, API credits, advertising accounts, premium data and contractors can
quietly accumulate. Maintain a renewal register with spend, owner, usage, notice period and
cancellation gate. A monthly plan can be more flexible than an annual plan when a product is
experimental, although the full cost should still be compared. No tool is "free" if operation
requires substantial staff time or data migration.

Review vendor invoices against actual usage and product needs. If a workflow can be
handled by existing software, prefer integration or configuration before a heavy custom
build. Automation should reduce total cost or improve reliability, not merely create a new
subscription line. Record what could happen to operations if a critical external service is
interrupted.

Establish controls without bureaucracy

Useful early controls include two-person review for sensitive payments, reconciliation of
payment sources, role-based access, documented approval thresholds, separation of
company and personal funds, expense categories, and monthly evidence packs. The purpose
is not ceremonial governance; it is resilience. Banking, tax and statutory requirements vary by
country and should be confirmed with qualified specialists.

Chapter output: A 90-day budget, approval matrix, recurring-cost inventory and finance risk
log. Decision gate: No purchase, hiring commitment or financial transaction outside the
authorized budget and decision rights.
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7. Build Scenarios and Milestone-Based Financing

Forecast what can go wrong

A useful forecast has at least three internally consistent cases. The base case reflects realistic
execution; the adverse case includes plausible sales delays, higher costs or churn; the upside
case assumes better commercial conversion without violating delivery capacity. Do not
simply reduce every line by 20% and call it a stress test. Identify the drivers that matter:
customer collection delay, onboarding success, pricing, inference cost, staff costs, regulatory
approval and vendor reliability.

Build a sensitivity table showing how an additional month of collection delay, a higher CAC,
or a failed renewal changes minimum cash. Keep every assumption visible. If a projection
relies on an investor transfer, place the event on the timeline only as an explicitly conditional
scenario. The business should know its options if financing takes longer or does not happen.

Tie spending to learning milestones

Financing is most useful when its size and timing match a set of risk-reducing milestones.
Early capital might buy paid pilot evidence, delivery reliability and a repeatable channel test
rather than broad advertising for an unproven product. State what evidence each
expenditure should create and what decision follows. If a milestone fails, the next allocation
may need to be paused instead of automatically increased.

Not all capital must come from investors. Customer prepayments, retained earnings, supplier
credit, a loan, grant or equity each carry different legal rights, liabilities and financial
consequences. Their availability and suitability depend on the company and country. Avoid
funding advice that treats a securities offering as interchangeable with ordinary product
sales. The U.S. SEC's Investor.gov resources explain that securities offers are regulated,
including crowdfunding arrangements [R4].

Fundraising readiness begins with clean records

Before talking about external capital, prepare accurate historical accounts where available,
current cash position, forecast assumptions, capitalization record, debt and obligations, major
contracts, related-party transactions and decision rights. Explain the use of proceeds through
specific milestones. Do not promise investor returns or describe unverified interest as
committed capital. Raising money is an external legal and commercial process, not an
outcome that a spreadsheet can guarantee.

Chapter output: Three cash scenarios, decision thresholds, alternative cost actions and
milestone-based use-of-funds schedule. Decision gate: Securities marketing, capital
solicitation and binding financing terms require specialist review and authorized approval.
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8. Prepare Financial Evidence for Investors and
Lenders

A data room should make reality legible

Investors and lenders need different information, but both rely on clear and reconcilable
records. Organize historical statements, bank balance evidence, revenue schedules, invoices,
major customer contracts, debt agreements, cap table, tax filings when applicable, policy
documents and a forecast with visible assumptions. Control access according to
confidentiality needs. Do not collect sensitive personal or financial records in a public
application form.

Every significant metric should have a lineage. Annual recurring revenue needs a declared
inclusion policy; bookings and pipeline need separate labels; customer counts need
paid/active definitions. Provide a short bridge from reported performance to the forecast.
When actuals are limited or pre-revenue, state that plainly. Fabricated traction is worse than
honest early-stage uncertainty.

Explain the use of funds in actions

A poor funding slide says "50% marketing, 30% product, 20% operations." A stronger case
links spending to outcomes: six months of engineering to meet security requirements, a
defined set of paid pilots, deployment capacity and a reasonable cash reserve. Each line
should connect to milestones and scenario assumptions. The SBA's business plan guidance
discusses both funding requests and financial projections [R1].

Keep a controlled version history. A pitch deck, budget, data room and official financial
statements should not describe four incompatible versions of revenue or cash. Reconcile and
record explanations for changes. For a small venture, an honest evidence pack can be shorter
than a mature company's data room; it cannot be invented to appear sophisticated.

Be clear about limits and professional review

Formal accounts and regulated disclosures may require accounting, legal, tax or independent
review. Do not imply an audit exists because someone checked a spreadsheet. For cross-
border businesses, clarify which entity earns revenue, which entity signs contracts, which
entity holds cash and which jurisdiction's rules apply. Entity separation protects the reliability
of both financial and legal reporting.

Chapter output: Financial diligence index with file owner, evidence date, reviewer,
confidentiality class and unresolved gap. Decision gate: Do not label a forecast "audited,"
"approved" or "verified" unless a legitimate process supports the label.
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9. Run the Monthly Finance Operating Rhythm

A small finance rhythm prevents big surprises

Daily work, if actual operations exist, may include monitoring collections, urgent bills and
minimum cash alerts. Weekly work should update the thirteen-week forecast, review
invoices coming due, reconcile key expense categories and flag deviations from planned
experiments. The monthly close should reconcile records, explain material variance and
produce a concise owner report. An entity with no transactions should not claim an operating
dashboard merely because a template exists.

The report should answer five questions: What cash is available? What mandatory
obligations are coming? What changed since the last forecast? Which activities generate or
consume cash? What decision is needed from the authorized owner? Avoid vanity KPIs that
cannot lead to action. A founder may prefer a half-page report when the source registers
behind it are reliable.

Separate analysis from authority

A bookkeeper reconciles data; an operations manager may prepare forecast and vendor
recommendations; the founder or governing body approves capital allocation within reserved
matters. Al can flag missing receipts, categorize transactions for review or draft variance
commentary but should not silently send money, sign contracts or disclose protected
documents. Access rights, dual-control policies and recovery procedures must be tested, not
merely described.

For every financial risk, record a trigger and response: projected cash below floor,
concentrated customer overdue, invoice dispute, unplanned spend, payment platform
interruption or legal filing deadline. Assign a responsible person and escalation window. If the
response cannot be executed with present staff and tools, simplify it.

Close the learning loop

Compare decisions to later evidence. Did the hired contractor accelerate delivery? Did a new
channel produce paying customers with acceptable payback? Did the annual subscription
reduce total cost or just create an unused obligation? Record both successes and ineffective
spending. Financial discipline gives the venture the freedom to fund informed experiments
without confusing optimism with liquidity.

Chapter output: A one-page finance report with actual cash, modeled runway, variance, top
risks and decision requests. Decision gate: Major capital commitments, external investor
representations and regulated actions remain owner or specialist decisions.
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Appendix A. A 13-Week Cash Flow Template

Use one column for each of the next thirteen weeks. Fill values using the same currency and
reconciliation date. Extend to a separate currency schedule for material cross-currency
exposures.

Weekly line What to record

Opening unrestricted cash Verified end-of-prior-week balance
Confirmed collections Receipts and verifiable dates

Expected invoices Dated, probability-qualified collections
Other inflows Clearly identified and conditional
Payroll and statutory items Authorized due amounts

Vendor and delivery payments Contracted dates and expected amount
Discretionary experiments Pre-approved capped spending

Closing cash Opening + receipts - payments
Liquidity floor headroom Closing cash - approved minimum cash
Action owner Decision, amount and due date

At month end compare forecasted versus actual cash movements and document the
variance. Do not hide misses by overwriting the prior forecast.

Appendix B. Burn and Runway Worked Examples

All numbers are hypothetical and educational.

Scenario A: stable net burn. Unrestricted cash = $150,000. Monthly cash outflow = $28,000.
Monthly cash inflow = $10,000. Net burn = $18,000. Simple runway = $150,000 / $18,000 =
8.33 months, before variability and additional obligations.

Scenario B: delayed collection. A $24,000 expected receipt is delayed by eight weeks. This
does not change the contract value, but the lowest projected cash balance may fall $24,000
below the original schedule until payment arrives. Model this directly in the 13-week forecast
rather than altering only annual revenue.

Scenario C: expense decision. An additional recurring tool costs $2,500 monthly. If it creates
no near-term receipts or savings, net burn increases from $18,000 to $20,500 and simple
runway becomes about 7.32 months. This does not establish whether the tool is worthwhile;
its business value and contract flexibility require separate assessment.
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Appendix C. Unit Economics and Break-Even Worksheet

An illustrative product collects $180 per customer-month and costs $45 in directly variable
delivery expense. Contribution = $135 per customer-month. If fixed monthly operating costs
are $13,500, simple operating break-even requires 100 continuously paying customers under
the stated assumptions. If CAC is $810, simple CAC payback is $810 / $135 = six
contributing customer-months; customer churn, taxes, annual billing, refunds and onboarding
costs may materially alter the outcome.

; variable

—_

cost categories __; contribution __; fixed monthly cost __; unit break-even __; customer
acquisition cost __; actual retention history __; cash payback under adverse case __; evidence

date __.

Complete for your business: customer definition __; collected revenue per unit

Appendix D. Finance Controls and Board Dashboard

Monthly executive dashboard: bank-reconciled unrestricted cash; expected lowest cash in
thirteen weeks; contractual payments due in thirty days; accounts receivable aging; realized
operating cash inflow and outflow; base and adverse runway; monthly spending versus
budget; customer concentration; major commitments and renewals; decisions requiring
authority.

Control checklist: bank reconciliation complete; payment approval limits current; no missing
original invoices; statutory obligations assigned; forecast assumptions versioned; taxes and
payroll reviewed by qualified specialists; bank access verified; key-person backup
documented; company funds separated from personal funds; external claims tied to source
evidence. Treat checks as pending until actually performed.

Appendix E. Glossary and Primary Source Register

Booked revenue: Revenue recorded under the relevant accounting framework, not
necessarily received in cash.

Cash collection: Money actually received and available subject to restrictions.

Net burn: Operating cash outflow less operating cash inflow for the defined period, where
positive.

Runway: Estimated time current cash supports modeled negative cash flow.

Working capital: Current assets and liabilities affecting short-term operations and liquidity.
CAC: Declared cost to acquire a new paying customer.

Contribution: Revenue less specified variable costs, before fixed overhead.

Liquidity floor: Authorized minimum cash policy, tailored to real obligations and risk.

[R1] U.S. Small Business Administration. Plan Your Business: Financial Projections and Funding
Request. https://www.sba.gov/counseling/plan-your-business/ (verified 30 October 2026).
[R2] Stripe Atlas. Business Banking Solutions for Optimal Cash Management.
https://stripe.com/guides/atlas/business-banking-solutions-for-optimal-cash-management
(verified 30 October 2026).

SF/09]13



SILICON FOUNDERS / SF PUBLICATIONS

[R3] U.S. Small Business Administration. Break-even Point Calculator.
https://www.sba.gov/counseling/plan-your-business/break-even-point-calculator/ (verified
30 October 2026).

[R4] U.S. Securities and Exchange Commission, Investor.gov. Regulation Crowdfunding.
https://www.investor.gov/introduction-investing/investing-basics/glossary/regulation-
crowdfunding (verified 30 October 2026). Legal details may change and must be verified
before reliance.

[R5] U.S. Small Business Administration. Manage Your Business.
https://www.sba.gov/counseling/manage-your-business/ (verified 30 October 2026).

Editorial status: DRAFTED. External publication, regulatory review, final source audit and
original-brand-logo placement are not complete.
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