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Why Do CFO’s Think Cash Forecasting is Important?  
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Confidence in liquidity to 
cover short term debt

Reinvest excess cash back 
into the business

Better oversight into 
performance



Example
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Cash on Hand: $50

Amount due this month: $1,000

Amount due to them this month: $1,200

Average Collection Percentage:  80%

Average Miscellaneous Cash Expenses: $100

Average Miscellaneous Cash Sales: $150

Will this company be able to pay their bills?  



Example

• Cash on Hand $50

• Amount due this month: $1,000

• Amount due to them this month: $1,200

• Average Collection Percentage:  80%

• Average Miscellaneous Cash Expenses: $100

• Average Miscellaneous Cash Sales: $150

• Will this company be able to pay their bills?

• Starting Cash $50 + Cash Collected ($960) + Cash Sales ($150) = $1160

• Amount Due: ($1,000) + Misc Cash Expenses ($100) = $1100

• Remaining Cash at EOM $60  
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Example

• What happens if 
collections go down?  

• Cash on Hand $50

• Amount due this month: $1,000

• Amount due to them this month: $1,200

• Average Collection Percentage:  80%

• Average Miscellaneous Cash Expenses: $100

• Average Miscellaneous Cash Sales: $150

• Will this company be able to pay their bills?

• Starting Cash $50 + Cash Collected ($960) + Cash Sales ($150) = 
$1160

• Amount Due: ($1,000) + Misc Cash Expenses ($100) = $1100

• Remaining Cash at EOM $60  
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What Variables Can Impact Cash Flow?
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Sales Expenses Collections Interest Investments



DSO/AR Days Forecasting

• Why?

• Interest Expense

• DSO = ((EOM AR-Current Month Sales)/Prior Month Sales) + 30

• Challenges:

• Sales forecast

• AR Forecast

• Cash Business Deposits

• Solution:

• Used Historical Data

• Adjusted as Business Conditions Changed
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Cash Forecasting By:

• Invoice Due Dates and Recent Customer Pay Trends

• DSO = ((EOM AR-Current Month Sales)/Prior Month Sales) + 30

• Challenges:

• Sales forecast

• AR Forecast

• Cash Business Deposits

• Solution:

• Tracks Performance to Collections Goal; Visibility and Accountability of Results; Variance Analysis for 
Cash Forecast.
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Cash Forecasting By:

• Trade Channel, Collection Percentage of AR Balance & DSO
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Collection Team Metrics:

• Collection Metrics help drive accountability for results and energize team members to achieve top rankings. 
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Month By Month DSO Forecast

• Line of business

• Growth Goal For 
Fiscal Year

• Historical Monthly 
Breakdown

• AR as a % of Sales

• Calculate Total 
Sales/AR

• 3 Year Average

• Calculate DSO
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Daily DSO Prediction
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Reviewed Monthly Sales Prediction

Reviewed AR Daily

Helped Understand Trends in AR



Lessons Learned
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Automation Is Needed Need For Flexibility Access to Data



OPEN 
DIALOGUE
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