DAIM

ACCOUNTANTS . ADVISORS +91 73 56 018 444

info@trustdaim.com

®Book

www.trustdaim.com



DAIM

ACCOUNTANTS . ADVISORS

Cash Flow Made Simple for Founders

A practical guide for non-finance business owners

Disclaimer:

This e-book shares general guidance for Indian SMEs. Business situations differ across sectors. Kindly use
this as a practical guide only and validate specifics with your finance team or advisor.
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1. How to Use This Guide

This guide 1s written for founders who run operations, sales, delivery, and people management, and also
want stronger clarity on cash. The aim is to help you read cash movement in a business using simple
concepts that map directly to daily work.

What you will gain by the end

e A clear meaning of cash flow in day-to-day business

e A practical way to connect cash to invoices, collections, payroll, vendor payments, and taxes
e A simple way to read working capital and spot pressure early

e A steady routine for planning the Jan—Mar period and beyond

e Aclear line between tasks your finance team can run and topics founders should track

Simple terms used in this guide

e (Cash flow: money moving into and out of your bank accounts over time

e Collections: customer payments received against invoices

o Commitments: upcoming payments you expect to make

e Receivables: invoices raised and pending collection

o Payables: bills received and pending payment

o Working capital: cash tied up in receivables and inventory, balanced against payables
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2. Cash Flow Basics for Business Owners

2.1 What does cash flow mean in real business life

Cash flow answers practical questions founders face every week:

How much cash reaches the bank from sales activity

How much cash leaves the bank for salaries, vendors, rent, and taxes
Whether upcoming commitments fit the next few weeks of collections
Whether growth decisions fit the current cash position

Cash flow is the movement of cash. It has timing. A business can show strong revenue and still face pressure

if collections arrive later than commitments.

2.2 Profit and cash move on different timelines

A profit statement captures performance across a period. Cash reflects payment timing. Timing differences

often come from:

invoices raised today and collected later

inventory purchased now and sold later

subscriptions, insurance, and annual renewals paid early
taxes paid on a schedule linked to compliance cycles

loan repayments that include interest and principal elements

A practical founder takeaway: profit helps you measure performance; cash helps you manage runway and

commitments.

2.3 The three cash flows in plain language

You can group cash movement into three buckets.

A.

Operating cash flow
Cash from daily business activity.

collections from customers

payments to vendors

salaries and overheads

routine compliance-related outflows linked to operations

Investing cash flow
Cash used to build future capability.

equipment purchases

software and long-term tools
deposits for leases or large contracts
long-term investments
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C.

Financing cash flow
Cash related to funding and repayments.

loan disbursals

loan repayments

capital introduced by owners

dividends or withdrawals, depending on the structure

This grouping helps founders quickly identify what is driving a cash swing.

3. The Jan—Mar Window and Why Cash Feels Tight

3.1 Why this period feels heavier

January to March often brings a convergence of commitments and decisions. Many businesses see:

customer approvals taking longer

collections moving toward later dates

year-end settlements and vendor follow-ups

incentive and bonus planning

renewal payments and annual contracts

tax and compliance-related outflows forming a visible part of cash movement
leadership decisions for hiring, inventory, and growth

Cash pressure often increases when multiple items land in the same window.

3.2 Patterns that commonly show up

Receivables stretch: invoices stay pending longer as customers run internal checks

Vendor expectations rise: vendors also plan their year-end cycles

Inventory decisions become sharper: stock choices directly affect liquidity

Compliance outflows become more visible: GST, TDS, and advance tax planning enter the
conversation

Reporting expectations rise: leadership wants clean quarter-end clarity

3.3 A practical founder mindset for Jan—Mar

This window rewards three habits:

clarity on expected collections
clarity on commitments and payment priority
weekly reviews that keep decisions calm
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4. What Drives Cash In

4.1 Collections are the main inflow for most SMEs

For many SMEs, customer payments make up the strongest source of operating cash. Improving collections
improves liquidity quickly.

A practical way to view collections is through three questions:

e Which invoices are expected to be collected soon
e Which invoices need follow-up
e Which invoices are blocked by dispute, missing proof, or approval delays

4.2 Receivables ageing helps you see reality
Ageing shows how long invoices remain pending. It helps founders answer:

e which customers pay on time

e which customers pay after reminders

e which customers require escalations

e which invoices require dispute resolution

Ageing also helps you set priorities for follow-ups.

4.3 Billing discipline matters for cash
Cash improves when billing stays timely and complete. Billing discipline includes:

e raising invoices soon after delivery or milestone completion
e using correct customer details and purchase order references
o attaching delivery proof where required

e keeping descriptions clear enough for approvals

e issuing credit notes in a documented manner when needed

4.4 Credit notes, returns, and adjustments impact cash
Credit notes reduce the net receivable. They also affect customer expectations. Strong practice includes:

o approval for credit notes above a threshold
e clear reason captured for credit notes

o link to original invoice

e visibility in monthly reporting
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4.5 Practical moves that support faster collections

o Confirm invoice acceptance with the customer team soon after sending
e Maintain a predictable follow-up rhythm

e Track disputes with ownership and expected closure date

e Ask for partial payments on large invoices tied to milestones

o Keep customer master data updated so invoices reach the right team

Collections improve when the process is consistent.

5. What Drives Cash Out

5.1 Fixed commitments
Many businesses have regular outflows that follow a calendar.

e salaries

o rent and utilities

e software subscriptions

e routine service contracts
e loan repayments

A founder benefit comes from mapping these commitments clearly across the month.

5.2 Vendor payments
Vendor payments often shape liquidity during Jan—Mar because purchases and settlement cycles overlap.
A helpful approach is to classify vendor payments:

o critical to delivery: vendors essential for ongoing supply or delivery
» important and schedulable: payments that can follow a planned calendar
e one-time commitments: equipment, annual renewals, deposits

When payments follow a planned schedule, liquidity becomes more predictable.

5.3 Tax and compliance-related outflows
Tax outflows form a visible part of cash movement for many SMEs. Strong practice includes:

o visibility on expected GST outflow based on sales and input credits
o visibility on TDS outflow linked to payments and payroll
o periodic profit review to support advance tax planning

This visibility reduces last-week cash pressure.
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5.4 Discretionary spending
Many SME:s face cash swings due to spending decisions made quickly. Strong spending control includes:

e approval limits by category

e planned purchase windows

e asimple review of recurring expenses
e vendor quotes for major items

6. Working Capital Made Simple

6.1 Working capital in one line

Working capital reflects cash tied up in receivables and inventory, balanced against payables.

6.2 The three components
Receivables: cash expected from customers

e higher receivables can mean strong sales, and also longer collection cycles
Inventory: cash tied in stock or materials

e higher inventory can support delivery, and also increase cash lock-in
Payables: cash owed to vendors

e payables provide a short-term buffer when aligned with the business rhythm

6.3 Cash conversion cycle in simple language

The cash conversion cycle describes the time between paying for inputs and receiving cash from customers.
A shorter cycle supports liquidity. A longer cycle increases the need for buffers.

6.4 How founders spot working capital pressure early

o receivables rising faster than sales

o ageing shifting toward older buckets

e inventory rising without a matching plan for sales or delivery
e payables becoming concentrated with a few key vendors

o frequent urgent payment requests
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7. Building a Simple Cash View

7.1 The founder-friendly cash view

A simple cash view contains:

opening bank balance
expected collections for the coming weeks
committed outflows for the coming weeks

a buffer amount for safety

This view supports hiring decisions, purchase approvals, and vendor planning.

7.2 A weekly rhythm that supports decisions
A weekly review of 15 to 20 minutes can cover:

e collections expected in the next two to four weeks
e top receivables requiring follow-up

e commitments for payroll, rent, and key vendors

e upcoming tax outflows within the period

e one-time payments planned for the period

A weekly rhythm creates faster course correction.

7.3 Cash buffer thinking

Many founders prefer a simple buffer rule: keep a minimum buffer that covers essential commitments for a
defined period. The buffer size varies by business type. The key is clarity and consistency.

7.4 Decision rules that help

e Approve large spends after reviewing the next few weeks of commitments
o Treat receivables follow-up as an operational routine
e Review inventory purchases through a liquidity lens
o Keep year-end cash planning visible during Jan—-Mar
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8. Common Cash Flow Mistakes Owners Make

Here are some of the common mistakes that owners make regarding cash flow:
8.1 Tracking only bank balance

Bank balance provides a snapshot. Better decisions come from combining bank balance with expected
inflows and committed outflows.

8.2 Treating receivables ageing as a finance-only report

Ageing is an operational tool. It guides follow-up rhythm, dispute closure, and customer discipline.

8.3 Inventory purchases without a cash plan

Inventory supports delivery and also ties cash. A clear purchase plan aligned with expected sales and
consumption supports liquidity.

8.4 Tax outflows planned late in the quarter

A rolling view of tax outflows helps founders schedule commitments smoothly.

8.5 Misclassification of payments

Classifying payments into fixed commitments, operational payments, and one-time payments improves
planning and reduces surprises.

9. What to Delegate vs What to Personally Understand
9.1 Tasks your finance team can run

o bookkeeping and documentation storage

e bank reconciliations and ledger reviews

e GST working files and return preparation

o TDS working files, deposits, and quarterly preparation
o monthly reporting pack preparation

9.2 Topics founders should track

e top receivables and collection risk

e upcoming commitments and payment priority

o working capital movement and inventory exposure
e planned one-time spends and timing

e arolling view of tax outflows through the quarter
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9.3 Questions founders can ask each month

Which customers form the largest pending receivables?

Which invoices have disputes and what blocks resolution?

What commitments are due before the next expected collection cycle?

What is the expected cash position over the next few weeks?

What items require management decisions, such as write-offs, provisions, or major settlements?

10. Closing Chapter: Cash Flow Habits That Stick

10.1 The habits that create clarity

a weekly cash review rhythm

a monthly receivables ageing review with ownership for follow-ups
planned vendor payment scheduling

periodic tax outflow visibility through Jan—Mar

disciplined billing and documentation routines

10.2 Improving over the next quarter

Choose three improvements and run them consistently for one quarter:

stronger collections rhythm

tighter purchase approvals for discretionary spends
improved inventory purchasing discipline
consistent reporting pack timelines

clearer ownership for disputes and escalations

10.3 When professional support helps most

Professional support adds strong value when:

cash pressure repeats through multiple cycles

working capital remains locked for long periods

compliance outflows create frequent stress

reporting lacks consistency for decision-making

founder time gets absorbed in payment follow-ups and reconciliations

Cash flow clarity helps founders make calmer decisions during the Jan—-Mar window and throughout the
year. DAIM supports SMEs with accounting, compliance, and advisory systems that strengthen reporting,
working capital discipline, and cash planning.
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