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Introduction

How many times have you heard the last part of this

popular phrase regarding the virtues of cash?

Revenue is vanity. Profit is sanity.

Cash is king.

For many, the saying may sound rather cliché, having
lost its meaning in a barrage of advertisements and
casual references. However, the shortening of the adage
is likely to blame for the triteness, not the words them-
selves. By only repeating the final part, one loses the
preceding ideas of revenue and profit, which speak to

why cash is so important.

To wit, any business that focuses solely on growing
revenues may not survive, whereas companies have a
higher likelihood for success when they produce strong
profits that turn into positive cash flow.

These general guidelines hold special meaning for
financial professionals, as the value of cash is never more
important than when assessing the overall economic health
of a business. Effective financial management requires
keeping a close eye on cash resources and anticipating
ebbs and flows to ensure a consistent or increasing state

of monetary affairs.

To do so, financial professionals must understand when,

where, why, and how money is being spent within a

company in order to properly forecast and make course-
corrections to the budget when necessary. By paying
close attention to and managing cash flow, actionable
insights can be gained into what’s working and what could
use attention or improvement, which ultimately can help

contribute to the company’s overall financial success.

POSITIVE
CASH FLOW

Not surprisingly, the goal is net positive cash flow, which
means more money is coming in (through the selling of
goods or services) than being spent (on materials, labor,
transport, etc.). Positive cash flow puts the company in
a position to pay bills on time, achieve objectives, and

continue operations.

This guide examines several ways that cash flow may
be threatened within an organization due to lack of
visibility and centralized oversight, while also providing
best practices on how to control costs and better

manage cash flow.


https://www.inc.com/karl-and-bill/should-you-sacrifice-growth-for-profits.html
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Labor Cost Control

For many companies, a major portion of expenses lies in

their labor costs. While the amount spent on salary and
benefits can be budgeted with relative accuracy, unfore-
seen labor costs such as turnover, idle time, and wasted

resources may take a significant bite out of cash flow.

Unforeseen labor costs such as
turn over or idle time can take a

significant bite out of cash flow.

While financial professionals have little managerial control
over things like worker inefficiencies, two areas that can be

addressed are overtime and vacation balance payouts.

Too often, businesses rely on outdated systems or pro-
cesses to record employee time. It's not unusual for a
company to have individual managers keep track of
employee hours, overtime, and vacation in Excel spread-
sheets, paper binders, or email. Even if Human Resources
handles the task, lack of automation and delays in
receiving information from different departments can make
it impossible to be proactive in curbing disadvantageous
behavior.

Without a single and centralized view of accurate infor-
mation that is captured across an organization, financial
professionals struggle to track these two expenses, which
can have a notable impact on cash flow. Big payouts

of overtime or vacation balances can be the difference
between a cash flow positive and cash flow negative

month, quarter, or year.

The challenge lies in obtaining and tracking employee
time in a manner that is not intrusive or disruptive. The

right system should include, at minimum:

« Intuitive and configurable timesheets that are easy for

employees to use

« Absence and vacation management tools with real-

time information on accruals and balances

«  Email reminders and alerts for time / vacation

submissions and approvals

- Immediate insights and reports with accurate

information
«  Built-in adherence to labor law compliance

« Ability to include internal policies

Additional features such as calendar integration and

time capture on mobile devices are also helpful. Giving
em- ployees the ability to see their own time and manage
it appropriately provides a sense of empowerment and

relieves managers from some of the burden.

By providing visibility into how much vacation time
employees have or how much overtime is being used,
corporate policies can be created or adjusted to match
the financial realities. Perhaps PTO maximums are
needed, or a “no rollover” policy should be implemented.
Only with real data and complete oversight can those
types of corporate policies be made to help keep the

company in financially strong waters.

Best practice: Monitor and report on overtime and em-
ployee time off to avoid unwanted financial surprises and

to create the right company policies.


https://knowledge.wharton.upenn.edu/article/business-simplification-in-human-resources-new-tools-for-managing-todays-workforce/

Invoicing and Billing Visibility

If your business invoices clients or sends bills to vendors on
a regular basis, you already know the importance of prompt
invoicing and billing. Getting paid within a rea- sonable
timeframe or on a regular schedule is critical, as cash

flow is dependent on receiving payments from external
parties so operating expenses can be paid and employee

paychecks can be cut.

2

Getting your invoices from ‘due’ to ‘paid’ in
reasonable time- frame can make a huge

difference in staying cash flow positive.

Even if invoices are always sent in a timely fashion (which is
no small feat), how do you track which payments have been
received and which are outstanding? How do you follow-up
to ensure the fastest and most efficient turn- around from

clients and vendors? How do you bring precision to billing?

Once again, visibility is the key component. Only with a

centralized view of invoices and bills can a financial

professional see at a glance what average payment time
is, how much money is outstanding, how many invoices
and follow-ups have been sent, which companies are
frequently delinquent, and a host of other information

and data that can spur better business practices. In fact,
decisions around which businesses to work with or
prioritize may become more obvious when you can see at

a glance which companies are prompt with payments.

With an invoice and billing generation engine, the
process is automated to remove human error, and
proactive follow-ups can be sent without lifting a finger.
Recog- nizing the benefit of providing discounts to good
clients or the overall profitability (or lack there of) of
working with certain businesses is illuminated when a
centralized view of all billables is provided. Budgeting
and planning also becomes a lot easier when invoice
schedules are a click away, which eliminates some of the

guesswork about cash flow.

Best practice: Invest in a system that provides visibil- ity
into pending, sent, and outstanding invoices and bills
to ensure your organization is never the bottle- neck in

receiving payment.


https://www.entrepreneur.com/article/79084
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Project Costing

Regardless if a project is completed internally or for a
client, the process of outlining its scope and budget
can be the difference between a successful outcome
or a costly mistake.

From the start, defining every aspect of the project
including the managers, start and end dates, tasks,
resources, and budget—provides oversight and sets
expectations. While projects may get off schedule or go
over budget, it's easier to adjust a well-defined project
and see the financial impact than to course-correct a

nebulous undertaking.

Ideally, a project costing system

includes:

. Complete control over project details, including the
creation of custom fields

- Ability to add resources and their associated rates

+ Real-time access to projects, hours, and costs

«  Summary charts and dashboards for oversight

. Status and budget tracking on every project screen

With this level of visibility into project status and budget

versus actuals, financial professionals can see what

challenges may lie ahead and work with project manag- ers
to avoid cost overages. This oversight also provides insight

into which teams consistently go over budget in order to

address and curtail the behavior.

For organizations that deal with grant management and
IT chargebacks, real-time status information is critical
so financial professionals can be empowered to watch
budgets closely and stop potential cash flow issues.

Resource Utilization

Cost/Hour Projects Budgets
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Real-time visibility into actual spending
across projects versus original budgets can
help avoid unexpected cost overages.

Best practice: Track the cost of activities for both client
projects and internal projects in real-time to ensure that

budgets are respected.


https://www.linkedin.com/pulse/quick-look-project-management-importance-cost-monitoring-duru

Expense quagement

Employees are spending company money all the time,
and nearly 40% of employees don’t submit expense
reports on time. That lag makes controlling expenses for
both your business and clients challenging, but it also
has an impact on your cash flow. Why wait until the end
of the month (or sometime next month) to find out what

employees will be expensing?

{40%of employees don’t submit expense reports on time.

Not only does it behoove companies to have real-time
insight into their project-related and corporate expenses,
but it also makes employees’ lives easier when they don’t
have to scramble at the end of the month and spend

valu- able time trying to remember what they spent and
why. The process of locating receipts and submitting time-
consuming expense reports could be better spent on the

projects themselves.

Everyone benefits from a solution that allows employees
to automatically upload receipts from a mobile device.
Not only are employee hours saved, but managers and
financial professionals don’t encounter surprise expenses
at the end of the month that can throw off a project

budget or cripple cash flow.

The right solution includes the ability to capture expens-
es from anywhere and utilize the proper expense

code. Coupled with an automated system, financial
professionals have instant oversight and understanding
of project and client-based expenses and can catch
overspending before it gets out of control. Reporting
capabilities make it easy to access real-time expenditures

and eliminate the ele- ment of surprise.

Best practice: Provide employee self-service for
real-time receipt uploading to provide visibility into
employee expenses.



https://www.entrepreneur.com/article/242433

Polaris
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