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Can Profitable businesses fail?
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What is cash flow?

Measurement of how much cash a business
in and spent over a period of time
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Is Cash flow the same as Profit?

Profit is the difference between the amount earned and the

Revenue — expenses = profit
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What is the formula for cash flow
Opening balance of cash flow from previous month

Cash flow this period
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So, what goes into Cash flg

Cash Inflows
Customer Sales
Selling Assets
Loan or grants
Capital from owners

Investment/rental income
Note receivables
Customer Deposits
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Cash Outflows
Wages
Purchases from suppliers
Note payments
Operating Expenses
Purchase of assets
Deposits made
Prepaid Expenses
Loans to others
Distributions to owners
Taxes

Businesses that are most effected

Have accounts receivables
Have numerous A/P

Have multiple employees
Maintain Inventory

Purchase Assets
Have a long Operating Cycle
Large Seasonal Fluctuations
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Are all business subject to cash f, jssues?

Businesses that are least effected

Operate solely on cash
Have limited A/P

Have no or small number of
employees

Maintain limited or no
inventory

Seldom purchase assets

No seasonal fluctuations
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Accrual vs Cash Accountin

Cash Accounting Accrual Accounting

7 — )
. "’] Record income when =_ =B Record income when
you receive it. i

you earn it.
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Record an expense \S— I ==~ Record an expense
L}
-

when you pay it. L = when you incur it.
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Operating Cycle

Number of days it takes a company to convert cash into

(inventory, payroll, etc.) and then convert back to ca
customer sales
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Cash Conversion Cycle
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Accounts Materials/ '®)
Receivable Services Q)
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sal Accounts
e Payable (A/P)
4
Pay A/P
11
Example
SGFGh'SjEWE/I’y Store Operating Cycle
* Sarah orders supplies on Monday — pays by debit card
* Supplies arrive on Friday
* Sarah takes 10 days to produce all final product from the inventory
¢ Sarah sells all the jewelry the next day for cash
What if?
* Sarah pays by credit card?
* Sarah receives a deposit?
* Sarah takes longer to sell the product
¢ What if Sarah sells the product on 30-day terms?
$BDC
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Let’s put money to it
Operating Cycle
* Sarah purchases inventory on Monday-
» Sarah has payroll due for $300 on Friday
* Sarah has another payroll dues the next Friday
* Net expenses so far

* Sarah sells the product that week for $2000

M ICA S
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John’s Manufacturing Facility
perating cycle
* John orders inventory
* John has to pay for inventory after 30 days
* |t takes John 60 days to produce final product
* John sales on 30-day terms
* 60 days production includes the time from order to receipt of i
AMERICA J%S
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Let’s put money to it

* John orders $10,000 on Feb 1st
* Paysinventory on 3-1

* Pays payroll for week 1-4 of production cycle
* Pays payroll for week 4-8 of production cycle
* Costsincurred as of 4-1

* Sells the final product on 4-1 (30-day terms)
* Gets paid by customers on 5-1

* Has 30-day terms to pay for inventory

* Time it takes from paying from inventory until paid by custome
*  Where did the money come from before he gets paid?
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Practice Exercise

Date you incur your first expense related to s
Date you get paid by customer?
Gap
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Rapid Growth Syndrome Scegi@hio
—
Jan Feb March April May Jun Jul Aug Sep
sales 5555 6666 7777 8888 9999 11111 12222
Inventory Purchases 5000 6000 7000 8000 9000 10000 11000 12000 13000
Beginning cash balance 0 0 -5000 -11000 -24000 -39445 -57224 77226  -99340
Cash in 0 0 0 0 5555 6666 7777 8888 9999
Cash out 0 5000 6000 7000 8000 9000 10000 11000 12000
Net cash in this month 0 -5000 -6000 -13000 -15445 -17779 -20002 22114 -24115
Ending cash balance 0 -5000 -11000 -24000 -39445 -57224 -77226 99340 -123455

* $5000 of inventory is purchased on Jan 1st

* Inventory cycle is 60 days

e A/Pis 30 days

* A/Ris 60 days

* Sales are increasing each month

* Business is operating on a 10% net profit margin
M s
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Oct
13333
14000
-123455
11111
13000
-26004
-149459

Nov
14444
15000
-149459
12222
14000
-27782
-177241

Dec
15555

16000

-177241
13333
15000
-29449

-206690
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What Can You Do?

Properly set up your accountin
* Use a computerized accounting s
* Set up your chart of accounts correctly
* Enter your bills when you get them (some software is upgra
* Enterinvoices when jobs are complete
* Enter payments from invoices and get to the bank (ASAP
* Run financial reports on Accrual basis, not Cash basis
* Make sure you are properly tracking your current liabilitie

long term)

* Is correct information being entered in the right place - GIG
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What Can You Do?

Financial Review

* Are you reviewing P&L as soon as
* Review for margin changes

* Are you evaluating your cash balance regularly

* Are you looking at you’re A/R aging (and doing something about it
* Do you have options for payment (CC, ACH, etc.)
* Should you offer discounts
* Should you change your terms

* Are you looking at you’re A/P journal?

* Are you reviewing bank statements

* Are you going over company expenses

* Are you doing job costing

* Accounting errors — overstated income, etc
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What Can You Do?

Processes and Procedures
*  Who in the organization has credi
* |sthere a system in place that monitors
* Do you have systems in place to monitor payroll use
* Employees clocking in early, if slow are you sending home, etc.
* Procedure for committing to subscriptions
* Review credit cards to look at recurring transactions
* Do you review costs from vendors to see if there are option
pricing
* Do you ask for better terms

rchase
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What Can You Do?

Loans and other uses of cash

* Does it make sense to refinance loa

* (longer term, lower interest rate, Be care
you are purchasing

* What is financial plan to plug the cash flow gap?
* Line of Credit
* Working capital loan
* Owners' capital
* A/R Financing
* Short-term working capital loan
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What Can You Do?

Loans and other uses of cash

* Isthere a process to evaluate the
* Do you pay with cash, or do you financ
* Beware of Fast Cash Loans — very high interest rates
* Beware of some leases

* How often do you do a physical inventory?
* |sthere a way to determine shrinkage?
* Do you get rid of old inventory

* Do you sell assets that are no longer being used
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What Can You Do?

Metrics to monitor-which ones
* Sales/profit per employee
* Sales/profit per square ft
* Breakeven analysis
* Inventory turns
* Days to Collect A/R
* Days to pay A/P

* Quick Ratio = Current Assets (cash & AR/Current Labilities)

* Which ones do you need????

ROANOKE REGION
23
Effects of price increase on your bottom lin
Effects on profit from increase costs
Sales Price Product Cost Profit Margin Desired
$1.00 $0.50 50%
Sales Price New product Cost Profit Margin Desired Decrease in Profit without changing Sales Price
$1.20 $0.60 50% 10.0%
ROANOKE REGION
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Other cash uses
Loan payment
Purchased asset

Example

Month 1 Month 2 .
Beginning cash balance $1000 $500 rti(:l\;vsltZascioﬁ?nnth of $1000
Cash Sales $1000 nses each month of $500
A/R collected ays $600
A/P expenses paid $500 nsset purh g
Cash Balance $1500

$500
$500

Ending Cash $500
$BDC
ROANOKE REGION
25
Your Company Name
Cash flow forecast
26
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Cash flow planner

Today's cash balance

-$3,422

2 months ~

Jun Ju

QuickBooks Online Cash Flow Planner

AUG SEP ocr NOV DEC AN

TODAY

Give feedback

APR

ith the numbers. Your planner won't

fect the rest of QuickBooks.

Upeoming v
bare

Hoa -

Fora more acourste cash

DESCRIPTION

picture, update each transaction

Download Report v

AMOUNT

5755.00

570.00

TveE

nvoice

Update

27

[New Budget

Name * Fiscal Year

2023 budget

ACCOUNTS aaN

~ INCOME

225000
89.50
Fess Billed
- ping Services 79750
+ Job Materials 0.00
Decks and Patios
Fountains and Garden Ligh... 1,501.50
222072
Sprinklers and Drip Systems  30.00
Total Job Mat 375222
~ Labor 0,00
installation 250.00
Maintenance and Repair
Total Labor 250.00
Total Landscaping Services 479972
Other Income
Pest Control Services 30.00
Refunds-Allowances
Sales of Product Income 912.75
Services 503.55

Unapplied Cash Payment Inco.

inratanndrad Iname

Interval
v
e Mar
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00

Pre-fill data? Subdivide by . k k | . d .
v | [ | oorensan QuickBooks Online Budgeting
0.0¢ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
00 0.00 0.00 0.00 00 0.00 0.00 0.00 0.00

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

ToTAL

2,250,00

-89.50

797.50

91275

50355
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Budgets

e

QuickBo

line Budgeting

Add budget

BUDGETS PERIOD CREATED ON LASTUPDATED AcTion
2023 budget Jan 2023 - Dac 2023 2023.02-26 2023-02-26 Edll@
Cop;
als report
rview report
J—
AMERIC AJ%S
VIRGINIA
ROANOKE REGION
Budget vs. Actuals: 2023 budget - FY23 P&L Report
Report pariod
Custam v | | ovoz0es to | 12312023
Budget Show non-zoro0 or sctive only Compara snother paricd Accounting method
Run report
- = et amount over - Cash @ Accrusl
JAN 2023 FEB 2023 MAR 2023 APR 2023
ACTUAL BUDGET OVER BUDGET % OF BUDGET ACTUAL BUDGET ‘OVER BUDGET % OF BUDGET ACTUAL BUDGET 'OVER BUDGET % OF BUDGET ACTUAL BUDGET OVER BUDGE
Fountains s 0.00 000 000 00
Plants end Seil 0.00 0.00 0.00 0.0¢
Sprinklers and rip § 0.00 0.0 0.00 0.00 00
Total Job Materials 0.00 0.00 0.00 0.00 0.00 0.00 0.0¢
- Lbar
Inssellasion 250,00 0.00 100.00% 000 0.00 000 000 000 00
Total Labor 250,00 0.00 100.00% 0.00 0.00 0.00 0.00 0.00 oo
Total Landscaping Services 4,799.72 0.00 0.00 0.00 0.00 0.00 0.00 0.0
Control Services 0.00 0.00 0.00 0.00 0.0
Sales of Prod 0.00 0.0
Senvicas 0.00 000 000 000 00
A Total Income $0.00 $0.00 $0.00 $0.00 0.00% $0.00 $0.00 $0.00 0.00% $0.00 $0.00 S0.00
‘ « Costof Goods Sold
L f Goods Sold 0.00 0.00 0.0
. Total Cost of Goods Sold $405.00 $405.00 $0.00 100.00 % $0.00 $0.00 $0.00 0.00% $0.00 $0.00 $0.00 0.00% $0.00 $0.00 $0.00
GROSS PROFIT 5794152 5794152 s0.00 100.00% 50.00 s000 $0.00 000% 5000  $0.00 s0.00 000% 5000  50.00 so.0r

~ Expenses
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YOUR COMPANY

Account and settings

Manage users

Custom form styles

Chart of accounts

QuickBooks labs

LISTS

All lists

Products and services
Recurring transactions
Attachments

Custom fields

Tags

You're viewing QuickBooks in Accountant view. Learn more

TOOLS
Order checks

Import data

Export data
Reconcile
Budgeting
Audit log
SmartLook

Resolution center

PROFILE
Feedback

Privacy

Switch to Business view

31

Reports Lists

Pre-selected date ranges

Start date

End date

[ custom

v ] {01/0‘\/2023

=] l [ 02/27/2023

=

General ledger

Profit and loss

Balance sheet

Trial balance

Journal

VIRGINIA
ROANOKE REGION

For more reports, visit the reports page

&

s 8
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Craig's Design and Landscaping
Services
Profit and Loss
2023 Projections

Jan Jan Actual Feb Feb Actual March Mar Actual
Income
Design income 2,250.00 0.00 0.00
Discounts given -89.50 0.00 0.00
Landscaping Services 797.50 0.00 0.00
Job Materials
Fountains and
Garden Lighting 1,501.50 0.00 0.00
Plants and Soil 2,220.72 0.00 0.00
Sprinklers and Drip
Systems 30.00 0.00 0.00
$ $
Total Job Materials 3,752.22 0.00 0.00
Labor
Installation 250.00 0.00 0.00
$ $ $
Total Labor 250.00 0.00 0.00
Total Landscaping S S S
Services 4,799.72 0.00 0.00
Pest Control Services -30.00 0.00 0.00
Sales of Product
Income 912.75 0.00 0.00
Services 503.55 0.00 0.00
$ $ $
Total Income 8,346.52 0.00 0.00
Cost of Goods Sold
Cost of Goods Sold 405.00 0.00 0.00
$ $
M I €A Total Cost of Goods Sold 405.00 0.00 0.00
$ $ $
Gross Profit 7,941.52 0.00 0.00
VIRGINIA ST
Advertising 74.86 0.00 0.00
ROANGKE REGION Automobile 113.96 0.00 0.00
Euel 232 85 000 000
. .
https://www.syfta naIytlcs.com/‘
.
k> Uﬂ &
Z‘é‘c”é‘f.f?‘f"‘ Profit and Loss
Seo Aug. Vafiance Variance (%) YT (FY)
Balance Sheet et e
Trend  Top Transactions =
Total Sales 586,557
: ‘
2
|
Total Cost of Saies snsz
363038
@ Curent @ Prior
Copygraph ol *»
— &
AMERICA'
<«
BD L
- '
VIRGINIA
ROANOKE REGION
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https://budgeto.com/en/

budgeto HOME  QUICKBOOKS  XERO  PRICING

ACCOUNTANTS

Optimize your budgeting and
planning process

Create a complete 5-year business budget in less than 90 seconds!

o

Smart configuration

=

Easy to use We do the math

‘We automatically build ur b

ed on You validate
different for

et by reviewing the
ve created for you.

F\N i
[ 1]
s L

Play with scenarios

data, B

your historical ac

rant

for you

a budget, change your

M RICA S
s B Dc Share your budgets Export in PDF & Excel Investor ready

hare dget with the partr i nsta utiful pro al POFfiles  Meet the expect. the most demanding
VIRGINIA d star ort your by Exc investors!
ROANOKE REGION
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https://cashflowfrog.com/

@ CashFlowFrog  fricng  Featres [r—

— s P NPT .
Cash Fiow Frog is a simple yet powerful g sting. and scenaric ing fo

Try i

$289

M RICATS
~VIRGINIA
ROANOKE REGION
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https://www.takethehelm.app

4

For Bookkeepers & Advisors For Business v Inlegrations™ Pricing Blog Resourcel

How Helm helps you to run your
construction firms with more confidence

Project-based revenue and big upfront costs can cause  lot of uncertainty. Helm gives
you the confidence to make key business decisions.

A te predictions based on p
project payments

mensoctirs
| : Helm predicts future receipts and poyments using
NI I ptions from your
| ‘ | | allowing you to make important decisions.

Visual forecasts that make it easy to see
what will happen | | “ [ ]l ||
11 Ar i

Donit get lost in elunky spreadsheets. Visual,intuitive,
drag-and-drop displays so that you can use Helm on
your terms and quickly make decisions based on tha
dota,

37
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LET'S DO THIS!

WE HELP YOU WITH™

BUSINESS SO YOU
CAN GET ON WITH
YOUR BIG IDEAS.

ello@roanokesmallbusiness.org

Q. 540-632-1174

f

n @RRSBDC
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