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Effectively managing inflows and outflows of 
money is a critical part to the success of any 

business.  We have many discussions with all types of clients regarding 
the process of effective cash management. The classic question for 
all businesses, regardless of their size is: how can they bridge the 
timing difference between receivables and payables effectively, all 
while improving efficiencies in operations and reducing costs? The 
answer lies in an effective and well thought out cash management 
plan for the business.

What exactly is cash management? Simply put, it is the process of 
managing revenues and expenditures that flow into and out of a 
business. Financial managers employ a variety of cash management 
techniques to minimize loans from outside sources and to ensure 
that there is sufficient cash on hand to meet obligations. Good cash 
management improves a company’s profitability by shortening 
the collection timeline (thus increasing available cash), reducing 
operational costs, and slowing disbursements of cash. In general, 
business cash management is concerned with maximizing cash flow, 
maintaining a cash reserve, managing business lines of credit, and 
improving operational efficiency. Often, the decision of whether to 
lease or purchase assets is considered as well.

There are three main things to keep in mind when it comes to efficient 
cash management for your business:

 Inventory Turnover − Turn over inventory as quickly as possible 
while avoiding drastic depletions of stock that might result in a 
loss of sales. Efficient inventory production management involves 
shortening the production cycle and increasing raw materials 
turnover.

 Collection of Accounts Receivable − You should collect your 
accounts receivable as quickly as possible without losing future sales 
because of high-pressure collection techniques. Accounts receivable, 
like inventory, tie up cash that could otherwise be used to reduce 
outside financing or be invested in earning assets. Cash discounts 
for timely payment should be considered as one technique. Also, 
think about wire-transfer payments to speed up receipt of payment.

 Payments of Accounts Payable − You should pay your accounts 
payable as late as possible (without damaging your or your business’s 
credit rating), but take advantage of any favorable cash discounts for 
paying on time. Negotiate for favorable credit terms.

Financial institutions have invested extensive resources in 
technology that allow business clients to “speed up” the collection 
of receivables (inflows) and match that up with the “slowing” of 
payments to vendors/suppliers (outflows), thus bridging that timing 
difference, increasing the efficiency of operations and ultimately 
saving the business money. What are some of these solutions?

Cash Management – Critical Part to the Success of Any Business
• Lines of Credit − These are extremely helpful to bridge the “timing 
difference”. It is most often used by businesses with short-term or 
seasonal cash needs or with unpredictable cash flow.

• Online Banking − Businesses can view up-to-the-minute account 
balances and transactions, so reconciliation can be done daily, not 
monthly. Funds can be moved from one account to another instantly 
with a simple click of a button, enabling funds to be in the account 
they need to be in, when they need to be. Basically any banking 
function can now be done online, and with laptops and smart phones 
anywhere you can access the internet. Electronic statements are also 
available, saving time and paper.

• Electronic Transmission of Funds − The ability to send money 
electronically and automatically, to individuals, businesses, vendors, 
suppliers, etc.; which eliminates the need and expense of checks and 
postage. This also enables you to pinpoint exactly when a vendor is 
paid, to take advantage of payment terms and discounts.

• Electronic Collection of Funds − Collect payments from customers/
clients - the ability to know exactly when you will be paid, bridging 
the timing difference. Customers can be set up for reoccurring 
payments any time during the month, reducing collection expenses 
and challenges.

• Make Deposits Directly from your Business − Eliminate the need 
to go to the bank to make deposits. With a check scanning machine 
you can deposit checks directly from the office. A huge savings of 
employee time, travel expenses, and a huge increase of efficiencies 
within the office.

• Credit & Debit Card Acceptance − The ability to take a credit or debit 
card as a method of payment from clients and vendors, in person, 
over the phone, or online.

• Business Debit and Credit Cards − Make purchases of office 
supplies, gas, etc. with varying reward points, terms and repayment 
options. A great way to track expenditures in one location.

The really unique feature of all of these services, is the fact that the 
need for them transcends across all different business sizes and 
sectors. For example, proper cash management is critical to the 
vitality and bottom line of the small retail store on Main St., the mid-
sized property management company, the large manufacturer and all 
businesses in-between.

Though, with all the great cash management services and new 
technologies available, it still comes down to people. Individuals 
that will help you set up these useful services, train and educate 
employees on their use, and be there for support when questions 
arise – that is the great differentiator of services. In addition, a 
support staff that is at the cutting edge of technology – as new and 
more efficient ways to manage money evolve in the future. Ultimately, 
it is the relationship between the bank and the business – partners 
in health and success of the business.

Let us know how we can assist you in managing your cash flows and 
making your business more efficient and profitable! Call our Cash 
Management Team leader Mike O’Donnell at (585) 419-0670 x50605.
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For more information, visit our web site at CNBank.com/Commercial,
 one of our Community Bank Offices, or call us at (585) 394-4260.

Featured Luncheon Speaker: Robert J. Duffy,  Rochester Business Alliance President and CEO. Duffy will discuss 
the current and future business outlook for Rochester and the region. 
 

Morning Breakout Session Topics will include Small Business Administration Services; 2015 Economic Overview; 
Cyber Security; and Business Opportunities in the Rochester Market. 
 

As a community bank, we’re committed to investing in your business—and this complimentary CNB Business Expo 
is just one example. Once again, we’ve assembled a distinguished roster of speakers to deliver information and 
solutions that can help your business meet its financial and operational challenges. 
Because when local businesses succeed, everyone benefits.

CNB Business Expo: information you need to build your business—at no cost to you.
May 14, 2015  |  8:00 AM - 1:15 PM  |  Woodcliff Hotel and Spa

College Town Bank Office!
Smart People.  Smart Technology.  Our new College Town Bank 
Office creates an innovative banking experience by combining 
the personal service you have come to expect from CNB with the 
convenience of high tech solutions.

	Computer bar  	Walk-up information kiosk

	Coin Counter  	Open 7 days-a-week

	Enhanced ATM just up the street at 1575 Mount Hope Avenue  

receives the remaining death benefit. If the policy is surrendered for 
any other reason, your business receives the cash value. 

Deferred compensation that supplements a retirement plan is another 
option you might consider. Your company would buy a life insurance 
policy on the life of a key employee. The business is the owner and 
beneficiary. If the employee dies, the business receives the death 
benefit tax free. From the benefit proceeds, your business pays an 
annual sum to the employee’s survivors for a specified period. 

Providing group life insurance as an employee benefit can also 
help your business by attracting and retaining employees. Group 
insurance is less expensive to purchase than individual insurance. 
Also, no medical exam may be required, depending on the size of your 
company. Here, the premiums are tax deductible to your business, 
and the benefits are paid directly to your employee’s beneficiary.

How We Can Help
CNB Insurance Agency can help you create a plan for your business, 
or update the one you have, to match your situation with the 
appropriate coverage.  Contact us today at 585-394-4260.
©2015 Broadridge Investor Communication Solutions, Inc. This material provided by Jerry W. Lack.
CNB Insurance Agency is a wholly owned subsidiary of The Canandaigua National Bank and Trust 
Company. Products offered through CNB Insurance Agency are not deposits or obligations of, or 
guaranteed, or endorsed by, The Canandaigua National Bank and Trust Company. These products 
are not federally insured by the Federal Deposit Insurance Corporation or the Federal Reserve 
Board. Insurance Companies offering products through CNB Insurance Agency are independent 
of and not affiliated with The Canandaigua National Bank and Trust Company or CNB Insurance 
Agency.
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Are there any creative ways I can use life insurance in my business?

Space is limited − Please  speak to  a bank representative about reserving your spot.

You can use life insurance in several ways to help 
your business. 

You might consider purchasing a key-person life insurance policy that 
covers the loss of services when a key employee or partner dies. The 
benefits can be used to cover any lost profit and the cost of replacing 
the employee or partner. The insurance is owned by your business, 
which also receives the benefits. 

Another way to insure against the death of a business partner is 
through a buy-sell agreement. For example, three partners in a 
business each own the same amount of stock. One partner, Mr. Clark, 
dies, and his stock goes to his wife through his will. If the business 
had written a buy-sell agreement and funded it with life insurance, 
the surviving partners would have received a life insurance benefit 
when Mr. Clark died. The partners and Mrs. Clark could then have 
exchanged the life insurance benefit for the company stock. 

Split-dollar life insurance is another benefit you can offer your 
employees while investing in your company. Here, the business 
purchases a life insurance contract on the life of an employee and 
shares the cost. If the employee dies, your business receives an 
amount equal to the premiums paid, and the  employee’s beneficiary 
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