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F I N A N C E  Y O U R  L I F E

Improve your cash flow management knowledge to keep your business running well. 

BY CAROLE FOOS, CPA

UPPING YOUR GAME

One of the most important factors in the 
financial health of your practice is cash flow. 
Your certified public accountant and finan-
cial advisors will likely spend a lot of time 
poring over financial statements. They will 
analyze your profit and loss statement and 
your balance sheet. They will discuss with 
you the merits of various statements ana-

lyzing production by physician or revenue by location. This 
is all important and necessary, but positive cash flow is the 
best indicator of sustainability. 

Understanding your cash flow and using it to your advan-
tage can make the difference between a profitable, success-
ful, growing practice and one that limps along, barely getting 
by. Most of you are aware of the basics—positive cash flow 
is good, and negative cash flow is not, right?—but have you 
taken the time to determine how you can use cash flow to 
your advantage? You can maximize your business capital 
by managing your receivables and payables and by properly 
structuring capital expenditures and debt.

RECEIVABLES 
Receivables are the lifeblood of most medical practices. 

Having a handle on your receivables is paramount to main-
taining a financially healthy practice. You should know 
which percentage of your receivables you are actually col-
lecting. If some payers pay significantly faster than others, 
keep this in mind as you renegotiate contracts with insur-
ance carriers. Ensure that your staff codes properly to facili-
tate quick turnaround on collecting receivables. Reducing 
the days in receivable by following up with slow payers or 
by ensuring that the bill is correct the first time can mean 
you get paid more quickly and spend less payroll on having a 
staff member hunt for cash.

PAYABLES 
Paying vendors on time reduces the costs associated with 

late payments, but paying them too early generally does not 
make sense for your business. Be sure your payables clerk 
pays attention to payment terms on invoices. You should 
monitor the system to make sure you are not being hit 
with late fees, and you should track costs to make sure your 
vendors’ price increases are reasonable. If you are looking to 

reduce payables, ask yourself this: When was the last time 
you bid out the services your vendors are providing to make 
sure their costs are competitive?

CAPITAL 
Capital needs for your practice can be a big drain on your 

cash flow. With interest rates low, you may be able to use 
leverage to your advantage. A capital lease of equipment 
at a low interest rate may be more advantageous than pur-
chasing equipment with cash. A line of credit for the busi-
ness may be used during periods of reduced cash flow at a 
relatively low cost. If you can finance at a 3.5% to 4% rate, 
you are likely better off paying interest than using your own 
funds. You can generally invest your own funds and get a 
better return. Debt can free up capital at a very low cost as 
long as it is properly managed. 

CONCLUSION 
As you review your financial situation with your advisors, 

make sure to discuss cash flow along with profitability and 
taxes so that you can ensure that your business is being run 
as efficiently as possible. n

For a free hard copy of For Doctors Only: A Guide to 
Working Less & Building More, call 1-877-656-4362. Or visit 
ojmbookstore.com and enter promotional code NEWRET36 for 
a free e-book download of For Doctors Only or the shorter For 
Doctors Only Highlights for your Kindle or iPad.

Carole Foos, CPA
n  principal, OJM Group, Cincinnati
n carole@ojmgroup.com


