Managing Your Business’
“Blood” Pressure

Understanding Cashflow and other Financial Statements

z%w/c/ U Delfries

Business Advisor, Coach, Mentor



Objective:

To discuss and explore how to
generate and use, what is arguably
the most useful accounting tools for
business owners, the Cash Flow
Statement.



Agenda:

* Your Sphygmomanometer and other tools
*The Cash flow cycle

* How is a Cashflow Statement created?

* What does the Cashflow statement tell you?
* Tips for managing your cashflow.

e Other Statements of note.



What Is this?

SPHYGMOMANOMETER
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How are they used?
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\ The life blood of your
ousiness. Runout of it
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Cash Flow Is the Most Important
Tool for Small Business!

A cash flow Is a forecast of when
you expect to receive cash and
when you expect to pay your bills.



What i1s Cash Flow?

"
A

Equity & Loans

Payables

Receivables Overhead etc.

Inventory

Sales



Cash Flow-An Activity

* Using the form “Working with a Cash Flow” complete
a cash flow for your PERSONAL cash in the month of
October.



Cash Flow-An Activity

e Step 1: How much CASH have you received from
October 1 until today?

e Step 2: Add the amounts together.

 Step 3: How much cash have you spent? (Not credit
sales).

* Step 4: Total the Cash spent amounts

e Step 5: Subtract the amount spent from the amount
received.

 Step 6: Repeat for the amounts you expect to receive
and spend for the rest of the month.




Cash Flow Process

Ao b))

Cash In - Cash Out = Cash Balance

Record the cash when it moves.



Month

Cash In
Sales

Loans
Owner

Other

Total Cash In

Cash Out
Materials
Wages
Automobile
Fixtures
Equipment
Loan Payment
Loan Interest
Advertising
Bank Fees
Insurance
Licenses/Fees
Office Exp.
Rent

Repairs & Maint.

Travel & Auto
Telephone
Utilities
Drawings

Total Cash Out
Net Cash
Cumulative

Startup

7,661
15,000
20,000

42,661

19,897
338
3,260
2,104
1,500
0

113
99

56
350
597
35
775

82

224
180

0
29,610

13,051
13,051

Apr

May

June

July

Aug

Sept

Oct

Nov

Dec

Totals

9,932 13,897 16,279 16,920 18,660 19,000 18,410 18,300 18,970 19,100 14,073 191,202

15,000
20,000
0

9,932 13,897 16,279 16,920 18,660 19,000 18,410 18,300 18,970 19,100 14,073 226,202

8,340 11,676 13,344 13,344 15,012 15,012 14,178 14,178 15,012 15,012 10,837 165,842

Feb Mar
372 521
113 113
115 165

52 52

15 35
375 375
333

84 87

44 44

81 81

0 0
9,591 13,482
341 415

595

113
180
52

15
375

89

44

81
1,000
15,888

391

595

113
180
52

35
375

89

44

81
1,000
15,908

1,012

670

113
200

52
348

20

375
333

93

44

81
1,088
18,429

231

670

113
200
52

35
375

93

44

81
2,000
18,675

325

632

113
190
52

20
375

91

44

81
2,000
17,776

634

632

113
190
52

35
375

91

44

81
2,000
17,791

509

670

113
200
52

20
375

93

44

81
2,000
18,660

310

670

113
200
52

35

375
333

93

44

81
2,000
19,008

92

670

113
200
52

16
375

93

44

81
2,000
14,481

-408

13,392 13,807 14,198 15,210 15,441 15,766 16,400 16,909 17,219 17,311 16,903

7,035
3,260
2,104
1,500
0
1,356
2,119
628
698
597
316
4,900
999
1,078
708
1,071
15,088
209,299

16,903



Why Use a “Cash flow”

e Early warning e Determine money
indicator needed

e Meet required e Sufficient tracking
commitments iInventory

e Plan for purchases e Timing hiring

expansion



Planning Pitfalls

When preparing a cash flow forecast, be
aware of the following dangers:

1. Underestimating costs and delays likely
to be encountered

2. Terms of ?

3. Making optimistic assumptions about the
avallability of bank loans (credit)

4. Overstating Sales Forecasts



Cash Out

 Can you negotiate better terms?
 Will you consider a fee schedule?

* Will you take credit, debit cards or other
methods of payment? There are costs associated
with this!

e calculate the costs

- Consider business registration, taxes, vendors
permits and professional fees



afford to extend credit?
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Tips for managing Cash Flow

Know how much you need to
break-even

Have an emergency fund
Set invoice Timelines and Terms
Encourage easy, early payments
Put cash flow over profit

/.
8.

9

Assign someone to monitor
your cash flow.™*

Use an app/tool

Drive sales with incentives
Delay or Reduce expenses

10. Clear out inventory

* Do not manage by abdication

https://www.freshbooks.com/hub/leadership/
10-cash-flow-management-tips-to-grow-your-

business



Emergency/Contingency Fund

An amount equal to 3 months of operating expenses that you
case of emergency.
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Tips for managing Cash Flow

Know how much you need to
break-even

Have an emergency fund
Set invoice Timelines and Terms
Encourage easy, early payments
Put cash flow over profit

/.
8.

9

Assign someone to monitor
your cash flow.™*

Use an app/tool

Drive sales with incentives
Delay or Reduce expenses

10. Clear out inventory

* Do not manage by abdication

https://www.freshbooks.com/hub/leadership/
10-cash-flow-management-tips-to-grow-your-

business
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