ACCOUNTS PAYABLE











Introduction


	


	The payment of an enterprise's bills is arguably one of the most complex tasks in business. It combines the skills of a good sleuth with the ability to manage cash flow. 


	


	In addition to entering invoices and creating payments, Accounts Payable personnel must perform a variety of tasks including investigating receipt status, processing payment authorizations, tracking discounts and outstanding debts, following returned items and credits, and researching payment terms. An Accounts Payable  system should be an aid to these pursuits, not one more problem.  





	The Seacat Systems address these issues by combining the modular approach of our Requisitioning, Purchasing, Receiving, and Accounts Payable applications with front-end capability for existing financial systems. These two distinct functions have led us to split our Accounts Payable and Purchasing modules into two stand-alone modules which we call Pre-PO and Pre-AP.





	These modules provide some of the overall functionality provided in our Purchasing and Accounts Payable systems. The amount of functionality in Pre-AP and Pre-PO can be determined by each client at installation time.




















	For example, one client may desire only the ability to manipulate purchase orders before uploading and posting to a legacy system, while another desires Purchase Order printing and EDI capability before interfacing.





	Some Accounts Payable managers may want to enter only check requisitions through their client/server front end, while others may want all entry done in the front end with only check processing continuing on the mainframe.





	Our systems address all of these needs including complete client/server functionality.





Overview





	This paper will discuss the split between Pre-AP and Accounts Payable modules, and the overall functionality of Accounts Payable. Other modules will be referenced to show how they overlap and integrate to provide assistance in the Accounts Payable tasks.





	Where it is appropriate, we will describe other modules’ functionality, but the complete overview of those modules is covered in each module's white paper.








Pre-Accounts Payable





	Details of the Receiving process are discussed in the Receiving white paper, but a brief review will be of assistance here. 	


	After a Purchase Order has been transmitted and the item received, the item is logged in and delivered to the requester. The requester or other authorized personnel may accept, reject, or partially reject the item. Acceptance leads to the authorization of payment. Rejection leads to other actions, such as replacements or specifications for credit conditions. In either instance, the information is posted in the system and available to AP personnel.





	Our Pre-AP module contains some, but not all, of the functionality of a complete Accounts Payable system. In general, it contains all entry and support capabilities necessary to finalize a payment up to the point of voucher and invoice interfacing and posting. 





	The true power of the Pre-AP Module is as a front end process interfacing vouchers that have been created in our Requisition and Purchasing systems. There are two categories of entries in the system: non-Purchasing entries such as check requisitions, utility bills, and travel reimbursements; and Purchasing entry items as described in our Receiving white paper.





Non-Purchasing Entries





	Non-Purchasing entries are the least complex of the two types. Usually they are fairly simple and self contained, involving only payment approval, which is resolved through the approval process.





	Check requisitions, travel requests, or utility bills are entered in the Seacat Requisition System where they generate both voucher and invoice entries when approved. They are usually generated ready-to-pay; however, as with all types of entries, Accounts Payable clerks may modify them as needed before interfacing the legacy system.  





	Information from overhead accounts like utilities is easily related to default distribution information. When a requisition of any type is entered into the system, the requester is required to provide a distribution account from which the item will be paid. For items such as phone bills, the requester has little more to enter than a phone number and charges.





	The Seacat System contains a personnel table which includes not only all user phone numbers, but the user’s department or division as well. By simply entering the phone number, information is automatically generated on the phone entry.





Purchasing Entries





	Processing for Purchasing items is much more complex. Requests are generated and approved in the Requisition system as with other items, but after approval they are passed to Seacat’s Pre-PO Module in Purchasing. In Pre-PO they are finalized, bid, and priced before creating a Purchase Order. Through the Receiving Module, items are received, logged, tracked, and delivered. Items are then accepted and approved, or rejected and returned through the Acceptance process.





	Following the acceptance process, vouchers are created from Purchase Orders and passed to Pre-AP. When invoices are received, they are entered into the system and matched with appropriate vouchers. If no voucher is found, it can be generated from the appropriate Purchase Order.





	In the Seacat System, vouchers and invoices remain separate entries, but one invoice may be attached to many vouchers, or one voucher may be connected to several invoices.





	Since these features (and many others) may not be compatible with the interfacing system, Seacat Systems resolve these differences with such techniques as splitting or uniting vouchers in the interface.  





	Both invoices and vouchers are comprised of headers and detail lines. Headers contain blanket information that applies to an entire invoice or voucher such as: invoice or voucher numbers, Purchase Order numbers or request numbers, payment status flags, check numbers, vendor numbers, total tax figures, total freight costs, invoice or voucher totals, expected payment dates/periods, discounts, and payment terms.





	Detail lines contain item information such as: unit price, catalog numbers, unit of measure and connecting information such as invoice numbers and lines, or voucher numbers and lines.





	Vouchers and invoices are able to accept their connecting counterpart as partial or full payment and will close the lines appropriately. This allows the Accounts Payable clerk to pay for thirty widgets on a voucher, connect it to and close one or more lines on an invoice. When all lines are closed, the invoice is closed. 





	Accounts Payable personnel can interface and modify vouchers and associated invoices as necessary at any point prior to finalizing.





	These techniques help decrease the amount of entry required from Accounts Payable personnel, and increase the amount of verifying data that Accounts Payable personnel have access to.








Accounts Payable





	The stand alone features of our Accounts Payable System include those features mentioned previously, except for the interface, and several features to complete other functions being performed by the mainframe Accounts Payable System.





	Among the features not included in our system are: 


Check printing


Check voiding


GL interface 


EFT transactions 


Fiscal year processing 


1099 processing  


Financial reporting 


Future payments 


Wire transfers 


 Bank reconciliation. 





	These features are modular and can be added one at a time to move functionality from a legacy system to client/server.





	Once voucher creation and payment acceptance is complete, vouchers are eligible for payment. The system reviews all criteria, such as payment dates, approvals, and finalization before check printing cuts a check. The term “cutting a check” refers to all methods of payment including Electronic Funds Transfers, wire transfers, and the physical printing of a check.  





	However, it is true that not all payments require Accounts Payable intervention. With Electronic Receipt Settlement (ERS) approaches, where vendors are paid immediately upon receipt, either electronically or with paper checks, approval is automatic and does not require Accounts Payable review.





	The system must also be capable of producing individual, on-demand paper checks, as well as batch printing. It must provide for check review and check spoiling processes, and allow Accounts Payable personnel to void and reissue checks when necessary.





	As a final precaution, so that Accounts Payable systems do not become unavailable while these processes are being run, printing of paper checks, and other batch processing should be independent of other tasks being performed.








Third Party interfacing





	Processes like General Ledger Interfacing, Electronic Funds Transfers, financial reporting, wire transfers and bank reconciliation require a certain amount of customization. It is understandable that businesses will have, or want to pursue their own contracts with organizations which provide these services. However, the Seacat Systems are designed to follow industry standards for many of these services, such as bank reconciliation and Electronic Funds Transfers.














Special note on processing 1099 data





	Seacat Systems provide output to third party vendors’ software for formatting and transmission of actual government data according to current IRS specifications. This approach benefits both the Seacat Systems Group and it’s clients.





	A growing number of companies have full time tax law specialists who help to produce the appropriate documents each year. These companies warranty the 


accuracy of the output, provided all input specifications are met. This allows the Seacat Systems to focus on its main business—client/server applications that capture and process financial data appropriately. 





	Interfacing with the provider of the 1099 module, The Seacat Group provides for all changes required for the capture of data brought about by yearly tax code changes. This ensures that a client is spared repeated year-end system updates to conform with new tax laws.





	Finally, because Seacat Systems makes it possible to specify and validate account distributions prior to interfacing to General Ledger, data from Accounts Payable and Purchasing is more easily captured and transmitted to General Ledger. This results in fewer errors in General Ledger while providing greater detail.





	For example, in addition to the standard entries for cash and liabilities, it is possible to create additional journal entries  to special accounts such as general overhead for utilities, or Electronic Funds Transfer transactions as opposed to printed checks or wire transfers.
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