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CASHFLOW MONITORING SYSTEM 
 

 
In business they say “Cash is King”  
 
Certainly one of the most stressful positions to find yourself in as a business owner is when 
there is not enough in the bank to pay an impending payable. E.g. the payroll must be paid on 
Thursday and there is not enough in the bank to cover it. 
 
Perfect Planning Prevents Panic. 
 
The Cashflow Tool on this topic provides a complete cashflow planning solution. 
It answers the single question: 
 
If you don’t sell anything else from today, when will your cash run out? 
 
That is technically how long your business will last, but in reality the information it gives you is 
far more valuable.  
It enables you to plan and take a variety of actions in plenty of time.  
 
If you need more cash you can often collect it from people who owe you (overdue accounts 
receivable) or even arrange alternative funding e.g. increasing your bank overdraft level.  
But trying to increase your overdraft level the day before you need the cash is not showing 
the bank manager that you are well in control of your business. 
 
The cashflow tool simply records your bank balance as at today and then what you expect to 
receive (and when) and what you expect to pay (and when) which equates to how much you 
will have in the bank at the end of the period under review. 
 
When this figure turns negative you have a problem. 
 
That is generally far enough away on the model that you can feel comfortable that you will 
make more sales and create more cash before that eventuality. 
 
Of course in some businesses you have to also factor in the transaction delay. If you sell 
something today you may not see the cash in your bank account until a later stage. This will 
depend on your terms of business. You may issue an invoice at the time of sale and have 14 
day 0r 30 day payment terms so you don’t get the cash in your bank until the customer pays 
14 days or 30 days after the sale. 
 
Cashflow is an inexact science. It is a best-guess model but because it is a projection into the 
future it is subject to change and must be constantly monitored (at least weekly and if it is 
tight then often daily). 
 
Here’s how you build the spreadsheet: 
 
Build the headings on the sheet to be similar to your Profit and Loss Account. You can copy 
the template.  
 
Input when your revenue is coming (generally an average based on past experience, 
seasonal fluctuations and events that you know are coming up. 
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Use the notes function (shift+F2) on excel to record notes about any reasoning for the 
numbers you input so you do not do not double count them 

 
Summarise the Expenses – e.g. monthly payables (creditors) run can be put in as one figure 
Put the tax in  
Put in your local Consumption Tax or Sales Tax or State Tax (GST, VAT etc.) 
Put the automatic payments and interest in 
Put the net wages in on pay day and the tax payable on behalf of your employees to the Tax 
Office on the day it is payable. 
 
Note all these figures are the CASH amounts – when it comes and when it goes. 
 
As you build and use this sheet it will become more and more accurate and therefore more 
valuable. 
 
Once you have used it for a while you will find that it also becomes a quick exercise each 
week for you or your finance manager to complete. It should take less than 10 minutes to 
update this sheet each time. 
 
Using such a cashflow management tool is an astute move when it comes to properly 
managing your business – let alone the peace of mind and stress avoidance it provides. 
  
 
Pay regular attention to this part of your business 
 
Without cash your business will starve to death very quickly. Because it is such an important 
part of managing a business close attention has to be paid to managing the cashflow, 
particularly in three key phases of the business:  

• Start-up 

• Fast expansion  

• Any other time when the cash resources are tight. 

Let’s deal with each of these in more detail because this is such a critical aspect of your 
business health. 
 
At Start Up 
 
At start up your cash resources are likely to be minimal because you could be funding the 
start up from your personal funds or borrowings. The business is not generating much 
revenue at this point so it is likely trading at a loss. Any loss cannot be sustained forever so it 
is important that you manage this carefully. The less the loss the longer you have to build the 
business to the point of break-even and then into profitability. 
 
 
During periods of fast expansion 
 
Growth Sucks cash out of your cashflow. 
 
The reason is because in most business scenarios you are paying for parts of the business 
before you get paid. 
 
Take the example of a business that buys stock to sell in a shop. If the business expands it is 
likely more stock is needed to fill the shop. (this often happens when shops open with sparse 
stock and the store owner buys more to fill the space).    The new stock probably has to be 
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paid for before it is sold and tuned back into cash. So the business has to find funds to pay 
for the stock during this time. 
 
Similar happens when businesses expand their staff. The new wages happen straight away 
but often the productivity of that new employee will not have any impact on sales for some 
time.  If two or three employees are hired in short succession the issue is duplicated. 
 
In most cases it is fantastic and motivating that a business is growing and expanding. Many 
business owners get carried away with the excitement and feeling of success so they peruse 
the expansion at great speed. If your business is expanding, that’s great but manage it 
carefully by FREQUENTLY going back to your cashflow and budget to ensure the expansion 
has been correctly financially planned and funded. 
 
Slower expansion may not be so desirable but it may save your business in the long run and 
save you from a great deal of stress. 
 
 
Times when cashflow is tight 
 
Sometimes businesses experience times when cash is not abundant. It could be for a variety 
of reasons but an example could be if a large customer is late with their payment to you. 
 
The thing to keep top of mind in these situations is to take a very pro-active standpoint on 
managing your cashflow. Do not bury your head in the sand thinking or hoping that it will all 
be ok in the end. It is far more preferential for you to throw yourself into the maths. Yes, it 
may be the boring part of running a business but it is most necessary at these tight cashflow 
times and arms you with control and the power to make good decisions and take any actions 
required with confidence. 
 
You can decide who gets paid first and who gets delayed. You can chase other sources of 
money such as customers who owe you amounts. You can arrange alternative sources of 
short term funding while you have time to do so. 
 
This is another instance where cashflow must be managed very frequently. Fortnightly at 
least and in some cases weekly or even a daily update depending upon the severity of the 
situation. 
 
Set clear terms of trade with your customers 
 
If you have a cash business – e.g. retail where the customer pays before they take the goods, 
then you have no cash collection issues. 
 
Any other type of business where services are supplied or good supplied and then the 
customer pays at some later stage, e.g. after an invoice or at the end of the month, then 
timing of collection becomes a cashflow issue. 
 
It is therefore extremely important to set the ground rules up very clearly at the beginning of 
the relationship. 
 
Have a formal agreement (known as Terms of Trade) with each of your customers. 
 
It should stipulate when payment is due and the consequences of non-payment (e.g. Interest 
on late payments or cease of supply). 
 
Most importantly it creates complete clarity at the outset so there is no room for confusion. 
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Powerful Hint: Many invoices do not have a due date for payment shown, and even if it is 
there it is in small print somewhere on the document. The purpose of an invoice is very 
simple PLEASE PAY $X BY [DATE]. Make sure this message is shown in big print with 
complete clarity on every invoice you issue and you will improve your collection accordingly. 
 
How to work with suppliers  
 
Your suppliers also have to manage their own cashflow and face all the issues above.  
There are various ways you can work together with your suppliers in times of need (either 
yours or theirs). 
 
In the financial management modules of Lessons at Start Up we will cover this important 
aspect of the financial management of your business in more detail. 
   
 
 
Summary 
 
Managing your cashflow is a critical part of any start up business. It may not be the most 
glamourous activity in the mix but it is still one of the most important. Pay particular attention 
at regular intervals to where your cash situation lies. The methods in this document will give 
you the guidance on how to do that. 
 
Go forth and prosper! 


