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[bookmark: _49d812re6v9a]1. Purpose:
To outline the procedures and controls for effectively managing and monitoring cash flow within the MSP to ensure financial stability, timely billings, and payments.

[bookmark: _kecb2jywjr2w]2. Scope:
This SOP applies to the financial and accounts department and any personnel involved in the financial processes of the MSP.

[bookmark: _7ey4hr566m73]3. Responsibilities:
· Finance Manager: Overall cash flow management and forecasting.
· Accounts Receivable: Ensure timely invoicing and follow up on overdue payments.
· Accounts Payable: Ensure timely payments to suppliers and service providers.
· Operations Manager: Notify the financial team of upcoming project expenses.
[bookmark: _qc23okewwlm]4. Procedures:
[bookmark: _3at96nkab626]4.1 Cash Flow Forecasting:
· On a monthly basis, forecast expected cash inflows and outflows for the next three months.
· Consider regular expenses, such as salaries, rent, and utilities.
· Incorporate data on expected revenue based on contracts and client commitments.
[bookmark: _7ptmar2h700t]4.2 Invoicing:
· Invoices must be generated and sent immediately upon completion of a milestone or service delivery as per the client contract.
· Ensure that invoice details are accurate and reflect the agreed terms.
[bookmark: _6dqvrtn1j80j]4.3 Collection:
· Any overdue invoice beyond the agreed credit period (e.g., 30 days) should be followed up weekly.
· For clients consistently overdue, consider revising credit terms or requiring upfront payments.
[bookmark: _g3i9go2n63jy]4.4 Payments:
· Ensure all vendor and supplier bills are settled within the agreed credit period.
· Prioritize payments based on criticality (e.g., utilities, essential services).
[bookmark: _7gesvnn53ogy]4.5 Emergency Funds:
· Maintain an emergency fund equivalent to at least two months of operating expenses.
· The fund should only be used in situations of unexpected cash flow shortages.
[bookmark: _4qkn5n179zbg]4.6 Reporting:
· Provide a monthly cash flow statement to the management team highlighting any potential issues or shortfalls.
· Regularly review actual cash flows against forecasts, noting any variances and adjusting forecasts accordingly.
[bookmark: _jv2uedamd18z]4.7 Continuous Review:
· Review client payment histories and update credit profiles accordingly.
· Assess vendor payment terms and negotiate favorable terms where possible.
[bookmark: _tteu4dd2y0pr]5. Documentation and Records:
· Maintain a digital log of all cash transactions using a recognized accounting software.
· Keep hard copies of all invoices, receipts, and financial statements for a minimum of seven years.
[bookmark: _orzenyn51qo9]6. Training:
· All personnel involved in cash flow management should undergo annual training on this SOP and any relevant financial management practices.
[bookmark: _e57cwnp6gytz]7. Review and Update:
· This SOP should be reviewed annually or whenever there are significant changes in the business model, client base, or regulatory requirements.
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