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CASH FLOW MANAGEMENT – WHY IT IS CRITICAL 

 

We all know that BAD things happen when cash flow is not managed:  payments bounce = FEES, 

FINANCE CHARGES, NEGATIVE IMPACT ON CREDIT, payroll missed = unhappy EMPLOYEES 

You make think these horrible things will not happen – not in the world of ACH, EFT, a swipe or 

pass to pay.  But no matter which vehicle you use – the substance behind all of it is CASH and 

the truth is found in your bank account. 

EASY SOLUTION – check the bank balance every day. NOT THAT SIMPLE. 

A look at your bank balance is like a financial “selfie” – a snapshot of one point in time of how 

much cash you have.  The amount can change quickly.  

For example, you have $20,000 in your bank account right now – but $10,000 in invoices is due 

tomorrow and payroll is the next day at $50,000.  Money will come in from various payment 

modes but can you count on it to be enough to cover your $40,000 deficit? Uncertainly like that 

leads to sleepless nights. 

Using accounts payable (AP) and accounts receivable (AR) information will give you a broader 

picture.  If you issue invoices, the AR aging report will give you an idea of when revenue will be 

received.  If no invoices are issued, you can look at the payment processing report, knowing 

that the credit card payments usually hit the bank in 2 to 3 days.  

Controlling AP is not easy if most of your bills are set up as recurring deductions.  In that case, 

you need to be on top of when monies are scheduled to come out.  If you still pay some bills, 

you can refer to your AP report and decide what you can afford to pay and what you need to 

defer. 

 

This is just a brief summary of what is involved with cash flow management. If you are worried 

about your cash situation call Cathy at CMF Accounting,  215 262-4322 for a free consultation. 

 


