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Cash Management

Client3rd Party

60-90+

days

15-45

days

7-14 days

Caregiver

Office

Accounts Receivable

Accounts Payable

 Typically DSO > DPO, 

creating a cash crunch

 Growth can exacerbate the 

problem:  Cash required to 

satisfy AP grows before 

collections can catch up
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Why Use Metrics?

 You all entered the industry for different reasons, whether to 
make a profit, make an impact or both:

 Compassion

 Be Your Own Boss

 Make Money

 All of the Above

 Financial viability is critical to 
accomplishing your missions

 If you can’t measure it, you can’t 
manage it

 Would you drive a car without a 
dashboard?

“Accounting is fun!”
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Accounts Receivable

 Accounts Receivable (“AR”) is created when services 
have been provided, but cash has not been received

 Accounting rules allow you to book revenue when care takes 
place; but they will require you to write off the AR if collection 
does not take place in a reasonable timeframe

 Accounts Receivable Aging – breakdown of your AR 
balance across age buckets and clients

 Days Sales Outstanding (“DSO”) – average number of 
days it takes you to collect cash
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Accounts Receivable Aging

 Accounts Receivable Aging – breakdown of your AR 
balance across age buckets and clients

Purpose of Analysis

 Pinpoint payment issues

 Prioritize collection efforts

 Set staff collection goals

 Revisit billing and collection policies

0-30 31-60 61-90 91-120 121-150 151-180 181+ Total

Client A $1,000 $2,000 $500 $0 $0 $0 $750 $4,250

Client B $2,000 $1,500 $0 $0 $1,000 $2,000 $3,000 $9,500

Total $3,000 $3,500 $500 $0 $1,000 $2,000 $3,750 $13,750

% 21.8% 25.5% 3.6% 0.0% 7.3% 14.5% 27.3% 100%
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Days Sales Outstanding (DSO)

 Days Sales Outstanding (“DSO”) – average number of 
days it takes you to collect cash

DSO =

Example

Agency has $100,000 in revenue during the year

Accounts Receivable is $25,000 at end of year

DSO = $25,000 ÷ ($100,000 ÷ 365) = $25,000 ÷ $274 = 91.25 days

 It takes this agency 91.25 days to collect its cash after care

Purpose of Analysis

 Measure speed of cash collection efforts

 Set staff collection goals and billing terms & conditions

 Compare to how quickly cash leaves the agency to pay bills

Accounts Receivable

÷

Average Revenue per Day
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Account Payable

 Accounts Payable (“AP”) is created when costs are 
incurred but cash has not yet been paid out.
(e.g. caregiver has provided services but has not yet been 
paid)

 Days Payable Outstanding (“DPO”) – average number of 
days to pay your bills.

DPO =
Accounts Payable

÷

Average Costs per Day

Example of Payroll

Agency has $61,000 in payroll costs during the year

Payroll Accounts Payable is $2,500 at end of year

DPO = $2,500 ÷ ($61,000 ÷ 365) = $2,500 ÷ $167 = 15.0 days

 This agency must pay its payroll every 15.0 days on average 
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FHS Third Party Billing Services

 FHS provides financial advocacy and claims processing 
services for the senior care industry

 We streamline the financial relationship between families, 
senior care providers, and funding sources.

 Since 1987, FHS has partnered with providers to open up 
revenue sources from nearly 300 third party payers, 
including:

For Seniors and Families For Home Care Agencies

 Insurance policy research

 Financial advocacy

 Peace of mind

 Faster care starts

 Enhance your services

 Outsource cumbersome process

 Appeal to a broader set of clients

 Add profitable revenue streams
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Contact FHS

Matt Capell

Matt.Capell@FHSBillings.com

(484) 589-0888

www.FHSBillings.com

mailto:Matt.Capell@FHSBillings.com
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*Data taken from the 2016 Home Care Benchmarking Study
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http://benchmarking.homecarepulse.com/
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