Fundamentals of
Accounts Payable

2" Edition

Mary S. Schaeffer



Table of Contents

Chapter 1 — The Foundation of the Accounts Payable Function.............cccoooomiiiinniiiiiinnnnnenns 1
Learning ODJECLIVES .....ciii ittt e ettt e e e e ettt e e e e e e e et ee e e e e e e e e s annnbbeeeeeaeeeaannnneeeaaaeas 1
T a1 (o T U134 o 1S 1
Why Accounts Payable Matters. ... 1
The Three-Way Match: The Foundation of the Payment Process ...........ccccoiiiiiiiiiiiiiiiiiiiiiiieeeeeee 2
The BasiC DOCUMENTS ...t oo e ettt e e e e e e e eeetan e e e e e e eeatean e e e eaaeeenennnnnn 2
The Fourth Document: The Advance Shipping NOtICE ..........ccooviiiiiiiiii 3
L0 0= o3 Q) =Y [0 1= S o] o 3
BlANKEt PUMCNASE OFAEIS ... .uuuviiiiiiiiiiiiiiiiiiiiieetieeeeeeteeeeeeeeeeeeeesaeesssesesee s ss s e sssssss s s s s st sssssssssssssensssnnsnnnnnes 3
The Basic Payment TOOIS ..o 4
Controls: Using More Than One Payment TYPE .....oooiuuiiiiiiieeeiieieeeee et e e 5
Payments Made Outside the Normal AP ProCesS.........couuiiiiiiiiiiieaeee e 5
REVIEW QUESTIONS ...ttt e e e e e ettt et e e e e e e e aa bt e e e e e e e e as e antbeeeeeaaeeeaannnnneeaaaaeas 7
REVIEW ANSWETS ... e ettt e ettt e oo e e e ettt e e e e e e e e ettta e e e e e eeeeeetann e e aeeeeesannn e aeaaaeeennsnnnnaaaaaaaaees 8

Chapter 2 — The Master Vendor File: Where the Process Should Begin.........cccccooniiiinemmnnniciinenns 9
Learning ODJECLVES .....ciii ittt e e e e ettt e e e e e s s nateee e e e e e e e e e nnnbbeeeeeaeeeaannrneeeaaaens 9
T a1 (oTo U134 o] o 1SR 9
Responsibility for the Master VeNdor Fil ... 9

The Ownership Quandary: Three Questions to Ask Before Requesting Ownership...............c.c......... 9
Data in the Master Vendor File..... ..o et e e e e et eeaaeeees 10
Cleansing the Vendor File......... ... et e e e e e e e e e e e e e e e anes 10
Entering Data into the Master VeNdor File.............uuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiiiieeeeeeee e 11
N E=T a1 To L OFoT g1V =T o (o] o LSRR 11
More about the Naming ConVENtION ...........eiiiii it e e e e e 11
Vendor Contact INfOrmMation ...........oovvviiiiiiiii 12
When Contact Information Really Matters: Change of Bank Account Requests ................ccccoeeee. 12
How Good Is Your Contact INformation? ............ooieiiiiiiiie e 13
Controls Around the Master Vendor File.............ooo i 13
Fraud through the Master VENAOr File............uuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiii e eeeeeeeeeeeeeeee 13
The Master Vendor File Change REPOIt............uuiiiiiiiiiieeie e 14
Vendor Portals in Accounts Payable: What You Need to Know to Get Started.................cooeeeeeee 14
What Is @ Vendor Portal? ... 14
What DO POrals DO7 .....ccceeeeeeeeeeeeeeeeeeeeeeee 14
What Do Vendor Portals DO in AP 2. 15
HOW DO YOU GEE ONE? ...utiiiiiiiiiiiiiieieiiieeeteeeteeeeeteteeeeessesesssasessssssssseeseesse s s s sssss s s s s ssssssssssssessssnsnnnnnnnns 15
How Vendor Portals Can Help Prevent ACH Change of Bank Account Fraud............cccccceeeiiiinenen. 16
HOW the Fraud WOTKS ...t e e ettt e e e e e e e e et e e e e e e eeenan e eeas 16
DeteCting the FrAUM ..........i ittt e bbbttt e b e e eennnnenne 16
USING VENAOT POITAIS ... .ttt es bttt ettt nnennnnee 16
REVIEW QUESTIONS ...ttt e e e e e oottt e e e e e e e s ab et eeaaaae e e s antbaneeeaaeeaaannneneas 17
REVIEW ANSWETS ...ttt ettt oo e e e e ettt oo e e e e e e et ttta e e e e eeeeetaan e e eeaeeentannaeeaaeeennsnnnnaaaaaaaees 18

Chapter 3 — INVOICE ProCeSSIiNg ......ccuiiiiiiiiimmiiriiiiiissssrre s ssssssss s ssss s sss s s s s s s s s nnnnns 19
Learning ODJECLIVES .....coiiiiiiiiiiie ittt ettt e e e e e e et et e e e e e e e e s e nbe et eeeaaeeasaanebaneeeaaeeaaannnnees 19
g (e T U131 o 1SR 19
INVOICES the Ol WA ... ..ottt e e e e e e e ettt e e e e e e e e nseeeeeeaaaeeaaannnrnneaaaaens 19

A Word about Faxed INVOICES .........cooiviiiiiiiiiiii 19
EIECHrONIC INVOICING ...ttt ettt e e e e e e enn e 19
ST 1 S Tor=T o 11 T IR PUOPUPURRP 20
An Efficient Process for Handling Invoices Sent by Email..........cooooiiiiii e, 20
Three Simple Ways to Increase the Number of Invoices Received Electronically..............ccccccco...... 21
Protecting Your Organization Against Those Deadly Second INVOICES.............uuuviviiiiiiviviieiiiiiiiiiiiinenns 22

Why This Creates @ Problem ... e e e e e 22



Table of Contents

AL g O o TU I @7 1o T B o TP 22
When an Electronic Invoice Is Not Enough: The Double Invoicing Problem .............ccccco. 22
The Problem ... 23

B 4L S 1] L1 o o USRS 23
REVIEW QUESTIONS ...ttt e e e e e e ettt et e e e e e e s e ab b e eeaaaaeesaantbaneeeaaeeeaanrnneeas 24
REVIEW ANISWETS ... ettt ettt ettt 5855555555555ttt 5 ettt ettt et e e e e nnnn e e 25
Chapter 4 — Checks: The Original (and Least Efficient) Payment Vehicle ............cccovimmiiiiiniiiciinnnns 27
=TT a1 aTo @ o] [=Twt Y=L SRR 27
INEFOAUCTION ... 27
Headaches Caused by Paper CheCKS ..........ooii i a e 27
L0 1=t (] (o o1 QPR PUPUPURRPR 27
(O] 1Yot o 11T U UOPUPURRPR 28
SHGNALUMES ... eeeeeee ettt oottt e oo oottt e e e e e e s et e ee e e e e e e e e e e anteeeeeaaeeeaaannbeeeeeeaeeeaaannrnneeaaaeaanaann 28
RUDBDEr Signature StamIPS ... . ..u ettt e e e ettt e e e e e e e s e e e e e e e e e e anneeees 28
VOIAEA CRECKS ...ttt e e oo oottt e e e e e e st ee e e e e e e e e e e s annbbaaeeeaaeeeaanneeeeas 28
Eliminating Paper Checks: Continued Vigilance Required ..............coooiiiiiiiiiiiiieee e 28
Five Alternatives 10 Paper ChECKS. ... ...uuu i iiiiiiiiiiiiiieieeiiiiieeeteeeeeeeeeeeeeeeeeseeeessseeeessesesssesesesssssssssssnnes 28
AT g B\ Lo 8 (o T I Lo BSOS UPPPRPRt 29
Ways to Minimize Paper ChECKS..........oiii et e e e e e e e e e e e e e e aans 29
REVIEW QUESTIONS ...ttt e e e e e e ettt et e e e e e e s e ab b e eeaaaaeesaantbaneeeaaeeeaanrnneeas 31
REVIEW ANISWETS ...ttt sttt ettt 55555555 e £ttt ettt sttt st e e e e e e ennnen 32

Chapter 5 — Corporate Procurement Cards: Streamlining the Payment Process for Small

T o7 3 = L= 33
Learning ODJECLIVES .....coiiiiiiiiiiie ittt ettt e e e e e e et et e e e e e e e e s e nbe et eeeaaeeasaanebaneeeaaeeaaannnnees 33
g (e T U131 o 1SR 33
The Corporate Procurement Card POLICY ............ueiiiiiiiiiiieiii e e e e e e e e e 33

Cards and Departing EMPIOYEES......cccooiiiiiiiiii et e e e e e e et e e e e e e e nneneeeeaaeeaa e 33
] 0= L= RSP 34
CommOoN P-Card ProbIEMS ..... ...ttt e e e e e e s et e e e e e e e st e e e e e e e e e e e e anneeees 34
Create Your Own Purchasing Cardholder Responsibility Agreement .............ccccooeiiiiiiiii 35
How P-cards Got A Bad Reputation: Fixing the Problem ... 36
Bad P-card Practices the Policy Should Ban ..............cooiiiiiiiiiiiiiiie e 38
REVIEW QUESTIONS ...ttt ettt e e e e e oottt e e e e e e e s e ae bttt e e e e e e e s e anttaeeeeaaeeaaansneneas 39
REVIEW ANSWETS ...ttt e ettt oo e et e ettt e e e e e e eettta e e e e eeeeneaan e e eeaeeentann e eeaaeennnsnnnnaaaaaaaees 40

Chapter 6 — Electronic Payments: The Most Efficient Payment Process..........cccoocccimmmnnininnciccinnens 41
Learning ODJECLIVES .....coiiiiiiiiiiie ettt et e e e e e ettt et e e e e e e s e nbeeeeeeaaeeasaanebaneaeaaeeaaannnnees 41
T g (e T U131 o 1SR 41
ACH Primer: Credits, DEDItS. ... ..o et e e e e e e e e e e et eeees 41

The BasiCS: ACH Credits ... .ouiii ittt e e e e e et e e e e e e e e e enrereeeaaaeas 41
The BasiCs: ACH DEDILS......coiiiiiiiiiiee ettt e e et e e e e e e e e e enenaeeeaaaeas 41
@ T oo 10 N @7 o SRR 42
Starting an ACH Payment Program..............eeiiiiio ettt e e e e 43
Start With the BanK.......ccoooeeeeeeee e 43
Crawling before YOU WalK........ ...ttt e ettt e e e e e e en e e e e e e e e nee 43
The Cash FIOW IMPACE........coo o 43
Getting Vendor INformation .............ooi e e e e e e e e e 44
Other CONSIAEIATIONS ......eeiiiiiiiitt ittt e e e ettt e e e e e e e n ettt e e e e e e e e s e neeeeeeaaaeeasaanenneeeaaaeaaaanns 44
Critical Issues to Evaluate when Considering a Move/or an Expansion of an ACH................cceecuneeee. 44
The Hidden BENETIS ....cccoeeeeeeeeeeeeeee 44
L@ 0T=Y = o T a T B T Y 45
Same Day ACH INThe U.S. ... ettt e ettt e e e e e s et e e e e e e e e e aanneeees 45
Avoid These ACH ‘Gotchas’ for ACH SUCCESS .......uuiiiiiaiiiiiiiiiiea et e et e e e e e e e s eneeeeeeaae s 46
Extinguishing POS and RECEIVEIS ...........uuiiiiiiiiiiiiiii ettt e e e et e e e e e e e e nneeeees 46
Setup TIME INVOIVE ... r e s e e e e e e e e e e e e aa s 46

il



Table of Contents

107 1] o I (oY 0T o] o= 11T ) o - 47
REMIMANCE AQVICE.... e e e e e e e e e ee e e e e e e e e eneean e ens 47
REVIEW QUUESTIONS ...ttt e e e e oottt e e e e e e s e ae b e ee e e e e e e s s anttaneeeaaeeaaannneneas 48
REVIEW ANSWETS ... ettt e ettt oo e e e ettt e e e e e e e et ttta e e e e eeeentaan e e eaeeeentann e eeeaeeennsnnnnaaaaaaaees 49
Chapter 7 — Operational Issues: Invoice Handling and Processing...........ccccciiiinnniinsemnnnnnnninscsssnnens 51
=TT a1 aTo @ o] [=Twt Y=L RSP 51
g (e T U131 o 1R 51
Weeding out Duplicate INVOICES .........ccooiiiiiiiii 51
The Problem GetS WOISE........cccc i 51
The Game Plan ..o 51
Invoices without Identifiers: No Name, No Purchase Order NUmMber .............ccooeiiiiiiiiiiiiic e 52
Put the Monkey Back on the SUpPpPliers BacK ..............uuuuuuuruiiieiiiiiiiiiiiiiiiiiiieeeeeeeeereeeeeeeerrnrnnn.. 52

F NS { o] aTo Y =TI o [T PP UERTTSS 53
3 (=T 4 ES (= o PP PURRPN 53
Lo 0T £ o] o [P 53

A Plan to Ensure Discrepant Invoices Don’t Create a Financial Debacle for Your Company ............... 53
The Game Plan ... 54
)= L e= I (o 2N 1 o3 0T [P SPPR 54
Other Invoice Challenges in @ Paper WOrld ... 54
REVIEW QUESTIONS ...ttt e e e e e e ettt et e e e e e e s e ab b e eeaaaaeesaantbaneeeaaeeeaanrnneeas 57
REVIEW ANSWETS ... ettt ettt e oo e et ettt e e e e e e et ttta e e e e eeeeeetaan e e e eeaeeentann e eeaaeeennsnnnnaaaaaaaees 58
Chapter 8 — Operational Issues: Payments .............ccooviiiiiiiiiiciiiirsrs s 59
=TT a1 aTo @ o] [=Twt Y=L SRR 59
g (e T 0T34 o] o 1R 59
Early PaymMeENnt DISCOUNTS ........uuuuiiiiiiiiiiiiiiiieieettetebbbeeeteeeeeeeee e eeb bbbttt et es s s sssessebbbbeennnnennes 59
EArning EVErY DISCOUNT........uuuutiiiiiiiiiiiiiiiitetieebbbeebebeeeeee e ee et e bbbt et ettt s s s e s s s e s e e bbbebbeeenbeennees 59
FINAING MOIE DISCOUNTS .....uutttiiiiiiiiiiiiieiieieeeebbebbeeb bbbttt ettt e e e b eebbeeenneennen 59

A Five-Step Plan to Get Rid of RUSh ChecCks............ccovviiiiiiiiii 60
WY T8 FUSS . .ttt ettt e e e e e e e ettt e e e e e e e e e st baeeaeaeeeaaannnnnneaaaaeas 60
The ACHON PLaN ...ttt e e e e e e e e eeeaa e e e e eaeeeenennn e e eaaaaaees 60
Some Simple Ways to Reduce the Number of Rush Check Requests ............ccooeeiiiiiiiiieicee, 61
Talk t0 the REQUESTEN ... .ottt e e e e e e et e e e e e e enneana e e e e aaaeanes 61
Insist on Mailing the Payment ..o 61
Better Yet, INSISt ON ACH .. .cooee et e e e e e e e e e et e e e eaanaes 61
Why Returning Checks Can Be @ Problem .............oo e 62
An End Run around the Problem..... ... e 62
Need Checks Returned: Here’s a Policy YOU Can USe..........c.uueiiiiiiiiiiiiiiieeece e 62
Voided Checks: To Save Or NOt {0 SAVE .......covvviiiiiiiiiieeee e, 63
The Voided Check Headache ..., 63
LT e =T o RSP 63

I (S =TT RSP 63
REVIEW QUESTIONS ...ttt ettt e e e e e oottt e e e e e e e s e ae bttt e e e e e e e s e anttaeeeeaaeeaaansneneas 64
REVIEW ANSWETS ... ettt ettt e oo e et ettt e e e e e e et ttta e e e e eeeeeetaan e e e eeaeeentann e eeaaeeennsnnnnaaaaaaaees 65
Chapter 9 — Inaccurate Payments and Payment Auditing ..........cccccmiiiiiiiimemmnineesnn e nsnennns 67
=TT a1 aTo @ o] [=Twt Y=L SRR 67
g (e T 0T34 o] o 1R 67
Duplicate Payment Avoidance Best PracCtiCes ............uuuuuuuiuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeseeieseeeeeeeeeeeeeeeenenneee 67
Recover the Easy Overpayments Yourself before Hiring a Payment Auditor..............ccccccciiiiiinnnnee. 68
THE S Al e 69
=T oo ]| < PP 69

RV =14 Lo [ @7 (=Y 11 £ PP 69
Benefits of an Overpayment Audit: It's Not Only about the Money ..., 70
Questions to Ask when Hiring a Payment Recovery Audit Firm ...........cccooiiiiiinieeeee 70
L= = =T T PP PPPPPPRt 70

il



Table of Contents

The Hourly Rate vs. Contingency fee Debate ... 70
The Consultants’ REPOI ........cooiiiieeeeeeeeee 71
20 Questions to Help You Select the Perfect Recovery Firm ..., 71
REVIEW QUESTIONS ...ttt ettt e e e e e oottt e e e e e e e s e ae bttt e e e e e e e s e anttaeeeeaaeeaaansneneas 73
REVIEW ANSWETS ... ettt ettt e oo e et ettt e e e e e e et ttta e e e e eeeeeetaan e e e eeaeeentann e eeaaeeennsnnnnaaaaaaaees 74
Chapter 10 — Travel and Expense (T&E) Reimbursement............ccccoiiiiiiiinimmmiceesnnenenens 75
Learning ODJECLIVES .....coiiiiiiiiiie ettt e ettt e e e e e ettt et e e e e e e s e nebeeeeaaaeeas s antbaeeeeaaeeaaannnnees 75
g (e T 0T34 o 1T 75
The Travel and Expense (T&E) Policy Manual ...........cooouiiiiiiiiiiiiiie e 75
o) [0y Y = a1 o] o7=T0 4 1T o | SRR 76
The IRS and the Accountable Plan Status.............cooviiiiiiii 76
Accountable Plan Status...........coovviiiiiiiiic 76
Lot o] £ PO 77
L@ V7Y = |70 ) o (1 1] T L 77
D0ES ThisS MEaN IMOIE WWOTK ... uuueeiieiiiieiieetieteeeeeeteueeeeeeeeeeeeeessessessssssssssssssssssssssssssssssssssssssssnssnnnnnns 77

Is Getting All Receipts OVErKIll? ............oeiiiiiiiiiiiee e a e e e e e nen s 78
Change in T&E Receipt Requirements when Asking for EXpense.........ccooovveiiiiiiiiiiiieee e, 78
Changes Being Considered for T&E RECEIPES ......coiiiiiiiiiiiieeeeieeee e 78
TRE UGIY ISSUE.....cco e 79
The EVen Uglier ISSUE.......ooo i 79
Why Some Companies Are Starting to Get Meal ReCeipts..........cooiiiiiiiiiiiiiiiiiiee e, 79
The RAIONAIE ...ttt e e e e e e e et e e e e e e e eeeeeann e e aaaaaaees 79
MONItOrING THESE RECEIPES .....uuiiiiiiiiiiiiiiiiiieii ettt e e e e s e e e e seenebeeebeeenee 80
Checking/Auditing T&E REPOIS ......ceiiiiiiiiiiiiie ettt e e et e e e e e e s nnereeeaaaeeaeaanes 80
ReiMbUIrSEMENt PraCliCeS ... ... et e e e e e e e et a e e e e e e eeantn e e e aaaaeaees 80
[R{CTote] 00l g T=T e o [=To BN o] o] o T= o] o RSP P 81
SeCONd BESt APPIOACK ... 81
=T D 1= o RSP 81
IRS Optional Standard Mileage Reimbursement Rate ...............cooiiiiiiiiiiii e 81
REVIEW QUESTIONS ...ttt e e e e e ettt et e e e e e e s e abb e eeaaaaeeeaansbaeeeaaaeeaaansneneas 82
REVIEW ANSWETS ... ettt e ettt e e e et ettt e e e e e e e et ttta e e e e eeeeetasn e e eeeeeentann e eeeaeeennsnnnnaaaaaaaees 83
Chapter 11 — Check and Corporate Card Fraud: Detection and Prevention.......cccc..cccooivimiiiemccennnns 85
Learning ODJECLIVES .....coiiiiiiiiiiie ittt ettt e e e e e e et et e e e e e e e e s e nbe et eeeaaeeasaanebaneeeaaeeaaannnnees 85
g (e T U131 o 1SR 85
L7 0= o3 Q= 11 o 85
Common Methods Used to Commit Check Fraud..............oooiiiiiiiiiiiii e 85
Who Is Responsible for the LOSSES? .......cccvviii i 85
Reasonable Care: Preprinted CheCk StOCK ............uuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieieeeeeseeeereerrerereree. 86
Examples of Not Exercising Ordinary Care............c.uuueiiiiiiiiiiiiiee e 86
Best Protection against Check Fraud: Positive Pay ... 86
Positive Pay and ItS COUSINS .......oiiiiiiiiiiiiiiii ettt e e et e e e e e e e e e e e e e e e e enneeees 87
Warning: Not UsiNg POSItIVE Pay?7......cooi ettt e e e e eeeea e 87
Practices that Enable Internal Check Fraud................uuueuuiiuiriiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeserereerr.. 87
7= o [ = 11 o PSPPI 88
TYPES Of P-Card FTAUT .......eeiiiiiiiiieie et e ettt e e e e e e et e e e e e e e e e e annneeeaaaaeas 89
Simple Approach to Limit P-card Fraud LOSSES ........ccooiiiiiiiiiiciicecccee e 89

A 20-Step P-card Fraud Prevention Plan............cccccvviiiiiiiii 89
REVIEW QUESTIONS ...ttt e e e e e oottt e e e e e e e s ab et eeaaaae e e s antbaneeeaaeeaaannneneas 91
REVIEW ANSWETS ...ttt ettt oo e e e e ettt oo e e e e e e et ttta e e e e eeeeetaan e e eeaeeentannaeeaaeeennsnnnnaaaaaaaees 92
Chapter 12 — Electronic Payment Fraud Prevention and Detection.............cccooeviiiiiiiiiciinsnnnsnssseeene 93
=TT a1 aTo @ o] [=Twt Y=L SRR 93
g (e T 0T34 o] o 1SR 93
Electronic Payment MiSCONCEPLIONS .........uuuuiiiiiiiiiiiiiiiiiiiiiiibbbbbbebbeeeeeeeeeeeeeeeeeeeebbbbebebeeeeeseeeeeseeseeenee 93
Electronic Payment (ACH) Fraud ...ttt e e e 94

v



Table of Contents

Wire Transfer Fraud...........oooo oo 96
THE BYOD ISSUE....ccc i 96
REVIEW QUUESTIONS ...ttt e e e e oottt e e e e e e s e ae b e ee e e e e e e s s anttaneeeaaeeaaannneneas 99
REVIEW ANSWETS ... ettt e e e e et ettt e e e e e et ettt e e e e e eeeeeeaaa e e e eaeeeetsan e e eaaeeeeensnnnnaeenn 100
Chapter 13 — Other Types of Fraud Affecting the Accounts Payable Function..........cccccccceeeennnen. 101
Learning ODJECLVES .....cii ittt e e e e e e ettt e e e e e e s s aneeeeeeaaeeeaannesaeeeaaeeeaannnnnnes 101
T (e T U131 o] o 1SR 101
T 1 (T g = I = 18 o PP 101
(=] 5 T I =TT PRSP 101
An Ugly Issue: Employee Fraud Prevention ... 102
The Big Problem ... 102
Overriding Fraud Prevention/Detection GUIelNeS ...........ccooiiiiiiiiiiiiaeii e 102
LT = L =T PSSP 103
The Role of Expense Reimbursement Fraud............cccccoooiiiiiiiie 103

If YOU SUSPECE Fraud ........cooiiiiiiiiiiieieeeeeee e 103
Tactics to Stop Expense Reimbursement Fraud.............cccccooeiiiiiei 103

A Strong T&E Policy Prevents Trouble............oo i 105
I L= = T PSPPI 105
LT = L =T PSPPI 106
Phony Billing Scheme Shenanigans.............coii i a e 106
How to Avoid Check Request Fraud and the Resulting Duplicate Payments.............ccccccceeeiiiiinnee. 107
S FTod (o (o 10 oo [ TP PP P PP PP P PP PP PPPPPPPPPPPPPPPRY 107
Where Check Requests Cause Problems............cooovviiiiiiiiii 107
Recommended Check ReqUESE PracCtiCes ..........uuuuuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiireereneeseererseaererrrrrrereren. 108
Reducing the Number of Check Request FOIMS............ooiiii e 108
REVIEW QUESTIONS ...ttt e e e e e ettt e e e e e e e s e naeeee e e e e e e e s e e anntsneeeaaeeaaannnnnneas 110
REVIEW ANSWETS ... ettt e e e et e ettt e e e e e et ettt e e e e e eeeeetaaa e e eaeeeeessnn e e eaaaaeeensnnnaaeann 111
Chapter 14 — The Accounts Payable Policy and Procedures Manual ............cccccriiininiinennnnnnninnnnnns 113
Learning ODJECLVES .....ciii ittt e e e e e e ettt et e e e e e e s s anee e e e e e e e e e e e nnesaeeeaaeeeaannnnnes 113
T (e T U131 o] o 1SR 113
L Y=Y = 113
The Rationale for a Policy & Procedures Manual................cooiiiiiiiiiiiiiiiaeeiiieee e 113
A Process to Keep It Updated ....... .o eeeeeeaaas 114
Updating the Accounts Payable Policy & Procedures Manual...................uuuevveiveiieiiiiieniniinenenneenennn. 114
When the Policy Needs to Be Changed..............ooiiii i 115
USING the IMTAINUAL ...ttt e s e e e enenne 115
Alternatives for Those Who Don’t Have a Policy and Procedures Manual..............cccccooeiiiiiiiiinneenn. 116
Is A Manual Really NECESSAIY?.... ..ottt e e e e e st e e e e e e e s e ne e e e e e e e e e e anneeeees 116

A Word about the Travel POICY .........cooiiiiiiiiiii 117
REVIEW QUESTIONS ...ttt e e e e ettt e e e e e e s e nae e e e e e e e e e e s s e anbbseeeeaaeeaaannnnnneas 118
REVIEW ANSWETS ...ttt e e e et ettt et oo e e e et ettt e e e e e aeeeeeaaa e e eeeeeeeesan e e eaaaaeeensnnnnaeenn 119
Chapter 15 — Regulatory Issues Affecting the Accounts Payable Function ..............cccoeeeiiiiiieennnn. 121
=TT a1 aTo @ o] [=Tot Y=L PRSP 121
T a1 (e T U1 1o o 1P 121
Tax INformation REPOIMING. ......coi ettt e e e e e e e ettt e e e e e e e e s nnebereeaaaeeaanns 121
When 1099s Are Handled INCOITEClY ..o 122
Best TIN SOlICItation PraCtiCES .........uuuuuuiiiuiiiiiiiiiiiieiiiiteieiereeaeeeeeeeeeeeaeeeeesereraereerreeereeeseesrrsnrsrssrnrnes 122
Unclaimed Property: The Basics of Escheat Reporting and Remitting ...........cccccooiiiiiniiinee, 122
Minimizing UNClaiMeEd PrOPEITY ..........uuieiiiiiiiiiiiiiiiiiiiiieibieiieeieeeee e eeeeeebeeeebbbbeesseeeeeeeenesesesseennee 123
The Dilemma for Those Currently Not in ComplianCe ............coooiiiiiiiiiiiee e 123

A Word about the NO-Cost OptioN.........cceviiiiiiiiiiieeeeee e 123
Sales aNd USE TaX BASICS ....coiiiiiiieeiiieee et a s s e s s s 123
Definition Of SAlES AN USE TAX ....uuuuuuuiiiiiiiiiiiiiieiiieueturueerurernerserreerreeeeeeeeeereerrerrerr—— 124
N[ 1 U PUPPPT 124



Table of Contents

Foreign Corrupt Practices ACt COMPIIANCE ..........uuuuiuiiiiiiiiiiiiiiiiiiiiiiieiiereerereeeeereeeeeeresrererrrerrerrrrrrnrree 124
S FTod (o (o 10 o T [P TP P PP P P PP PP PPPPPPPPPPPPPPPRY 124

= E TS (oo ) O PP PPPRPPPIRt 125
What Constitutes a Violation? .........ooooiiiii 125
ONE Last Caveat......ccco i ————— 125
Bribery UNAEr FOPAL . ... ettt e e e e e ettt e e e e e e e s e natre e e e e e e e e e s annbrneeaaaaeaaanns 126
oY o] (0] 1 PP 126
What This MEaNS fOr AP ... 126
The Basics of OFAC CheCKiNg.........uiiiiiiiiiiiie ittt e e e e e e s e e e e e e e e aaes 126
Impact on the Payment FUNCHON ... 126
Silly Regulatory Mistakes Every Organization Should AvOid ..............ccoiiiiiiiiiiiiiiiieeeieee e 127
REVIEW QUESTIONS ...ttt e e e e e e ettt e e e e e e s e naee e et e e e e e e e e aannbbeeeeaaeesaannnnnneas 129
REVIEW ANSWETS ... ettt e e e et e ettt e e e e e et ettt e e e e e eeeeetaaa e e eaeeeeessnn e e eaaaaeeensnnnaaeann 130
Chapter 16 — Using Technology to Run a More Efficient Accounts Payable Function .................. 131
T a1 aTo @ o] [=Tot Y=L PRSP 131
T eTo 0131 o 1P 131
Avoid These Pitfalls when Implementing an AP Technology Project ..., 131
Electronic Accounts Payable: Simple Tactics Any Company Can USe ..........cccceeeiiiiiiiiineeeee i, 132
An Internal Control Plan to Help You Use Technology to Run an Efficient AP Operation................... 133
Using Technology to Minimize Duplicate Payments...............uuuuiiuiiiiiiiiiiiiiiiiiiiiiiiiiieieieseeeeeeeeeeeeeeeenens 135
Excel Tactics to Improve AP EffiCIENCY........uiiiiiiiiieiiie e 136
REVIEW QUESTIONS ...ttt e e e e ettt e e e e e e s e nae e e e e e e e e e e s s e anbbseeeeaaeeaaannnnnneas 137
REVIEW ANSWETS ...ttt e e e et ettt et oo e e e et ettt e e e e e aeeeeeaaa e e eeeeeeeesan e e eaaaaeeensnnnnaeenn 138
Chapter 17 — Internal Controls: The Glue That Holds the AP Function Together............cccccernn..e. 139
T T a1 aTo @ o] [=Tot Y=L PRSP 139
T eTo 0131 o] o 1P 139
Why Internal Controls Are SO IMportant .............oooiiii e 139
=T Lo PSP 139
DUPICALE PAYMENTS ... ittt bbbttt ettt ettt e et e e e e e e e e e nnnes 140
Regulatory NON-COMPIIBNCE ... ...uuiiiiiiiiiiiiiiiitiiiieiibe bbbt e bbb bbb bbbt s e esesseeseenseenenee 140
Segregation of Duties: The Backbone of a Strong Internal Control Process...........ccooeeveeiiiieeeeennn. 140
The Common Problem ...........oo o 141
Sample Segregation of Duties Chart..............oiiiii e 141
[EMAHErS SO MUCK.....cciiiiiiiceeeeeeeeeeeee e 141
Implications for AcCounts Payable.............oooo e 141
What GetsS MOVEQ .......cco o 142

I L= U (0 PSSP 142
Wakeup Call: Basic Controls Still Provide Much-Needed Protection..............ccccooooiiiiiiii, 142
SePAration Of DULIES .....ciiiiiieece e 142
L0700 EST 1S3 =Y L A =0T o= 0 0 1=Y o 143
POIICIES @Nd PrOCEAUIES ...t e e e e e e e ettt e e e e e e e e eeeannn e e e aeeeeneennnns 143
Management OVEISIGNT... ...ttt e e e ettt e e e e e e e s e nteeeeeeaeeeaaannnnbeeeeaaaeeaanns 143
INtErNAl TraINING . ..cciiiiiiiiii 143
CoNCIUAING TROUGRLS .....ceiiieeiiiie ettt e e e e e e e bbb e e e e e e e s e annteeeeeaaeeea s nnnneeeaaaeeaaann 143
Control Breakdowns Created by Inappropriate Segregation of Duties.............ccooeeeiiieiieceee e, 144
Dissecting the ProCure-t0-Pay PrOCESS ............uuuuiuuuiiiiiiiiiiiiiiiiiiiiiieiiieieeeesseeeeseseesseeeeeeeeeeeeeeeeeeenne 144
Where Controls Break DOWN .........coooiiiiiieceee 144
New Best Practices that Tighten Controls and Reduce the Risk of External Fraud........................ 145
What EISE Can YOU DO7 ... 146
CoNCIUAING TROUGRNLS .....ceiiieeiit ettt e e e e e e e ettt e e e e e e e s e aaneseeeeaae e e e e nnteneeaaaeaaanns 147
REVIEW QUESTIONS ...ttt e e e e ettt e e e e e e s e nae e e e e e e e e e e s s e anbbseeeeaaeeaaannnnnneas 148
REVIEW ANSWETS ...ttt e e e et ettt et oo e e e et ettt e e e e e aeeeeeaaa e e eeeeeeeesan e e eaaaaeeensnnnnaeenn 149
Chapter 18 — Enhancing Productivity in Accounts Payable: The Ongoing Challenge.................... 151
T T a1 aTo @ o] [=Tot Y=L PRSP 151
T eTo 0131 o 1P 151

vi



Table of Contents

Productivity Tips: Simple Ways to a More Efficient AP...........ooiiiiiii e 151
Simple No-Cost Accounts Payable Productivity Enhancers ............cccccoiiiiiiiiiiiiiieeeeee 153
Process Improvement: Quick Tips that Make an Impact on the Bottom Line ..................coooon...l. 154
Going Paperless without a Budget Productivity TIPS .........ccoiiiiiiiiiiiiiieeee e 155
Enhancing Productivity: The Often-Overlooked Human Factor ..o, 155
REVIEW QUESTIONS ...ttt e e e e ettt e e e e e e s e nae e e e e e e e e e e s s e anbbseeeeaaeeaaannnnnneas 157
REVIEW ANISWETS ...ttt ettt ettt ettt 5 55555555ttt ettt ettt et e e e e e e nn e 158
Chapter 19 — Enhancing Payment Productivity: The Electronic Payment Challenge..................... 159
T T a1 aTo @ o] [=Tot Y=L PRSP 159
INEFOAUCTION ... 159
Starting an Electronic Payment Program .............oooo ittt e e e e e e e e e 159
Laying the GrOUNAWOIK .............eieiiiie ettt ettt e e e e e ettt e e e e e e e s antteeeeaaaeeaaannsnneeeeaaaeaaanns 159
The First Date......coooii 160
The Big ROIOUL ... 160
The Hardcore HOIAOULS ..o 160
The Remittance INformation .............eeeiiii i 161
DON’t REST ON YOUE LAUIEIS ...ttt sseebbnnennne 161
How to Convince More Suppliers to Sign up for ACH Payments...............uuuiuviiiiiiiiiiiiiiiiiiiiiiniineennnnn. 161
The Payment FreqUENCY ISSUE.........cooiiiiiiiii 161
The Benefits APProach .......ccooeiiiiicee 161
The Lost Checks OppPOrtUNity........cceiiii i 162

A Helping Hand from PUrChasing ............eooiiiiiiiiiiiiiei et e e e 162
Addressing the Remittance Information ISSUE............coooi e 162
AdItIoNal STrAtEIES ...t e e e e e e e e e ar e e e e e e e nneenes 162
Expanding Your Electronic Payment Program................eeueeeeuieiuiiiiiiiiiiiiiiiiieieeeseeeeseeeseseeneeeeeeeeeeeees 163
Overcoming Problems: Anticipate These ACH “Gotchas” for Electronic Payment Success................ 163
Extinguishing POS and RECEIVELS ...........uuuiiiiiiiiiiiiie ettt e e e e e e eeeeaaeeeaanes 163
Setup TiME INVOIVEM ... .. e e e e e e e e e e e aaas 164
L07= 1] o I o (o 1y 0T o] o= 11T o - 164
The Cash APP ISSUE ....ccoe e 164
10701011 [UTo T o I I g T 10T | o1 - U RPPRRRR 164
REVIEW QUESTIONS ...ttt e e e oo ettt e e e e e e e e e naee e e e e e e e e e e e aanneseeeeaaeesaannnnnneas 165
REVIEW ANISWETS ...ttt ettt ettt ettt 5 55555555ttt ettt ettt et e e e e e e nn e 166
Chapter 20 — Enhancing the Bottom Line: Where AP Can Bring in Cash........ccccccoiciiiiiinnnninninnees 167
=TT a1 aTo @ o] [=Tot Y=L PRSP 167
INEFOAUCTION ... 167
Early PaymMeENnt DISCOUNTS .......uuuuutiiiiiiiiiiiiiiieietibtbibeeebeeeeeeeeee et e bbbttt s st s s s s s essesebeseebnbebenenne 167
S F T (o (o 10 oo IR PP P T PP PP P PP PPPPPPPPPPPPPPPRt 167
The Timing Problem......... 167
Making the Most Of YOUr DISCOUNTS ..........uuuiiiiiieiiiitieiee ettt e ettt e e e e e e e s nne e e e e e e e e aeanes 168
Earn All of Them While Finding Additional Opportunities ...............uuuuerivuiieiiiiiiiiiiiiiiiiieieieeeeeneeee. 168
Earning EVErY DISCOUNL.........uuuuiiiiiiiiiieiiiiieiettibtbbbbebbeeeeeee et es et e bbb e sttt et s s s s e sesesbbebbbbbbnennnes 168
FINAING MOIE DISCOUNTS ......uutiiiitiiiiiiiieiiieieeee bbbttt e ettt sesse e bbbeebennennne 168
Recovering Unclaimed Property: When It Will Help and When It Will Hurt...............oovviiiiiiiiiiiiiiiiinns 169
When to Recover YOUr FUNAS ... 169
When to Not ReCOVEr YOUr FUNGS........cooiiiiiiii 169
Best PractiCe APPIrOACK. ... ... e oottt e e e e e e e e e e et e e e e e e eneanaaas 169

A Plan for Ensuring the Recovery of all Open Vendor Credits............ccuueiiiiea oo 170
What's The ProbIEmM? ...ttt e e e e st e e e e e e e e e e nnrreeeaaaeas 170
The Unclaimed Property ISSUE ... 170
Recovering All YOUr OPen CreditS.... ... oueieeiiiiee ettt e ettt e e e e e e et e e e e e e e s anneseeeeaaaeeaannes 171
CoNCIUAING TROUGRLS .....ceiiieeiiiie ettt e e e e e e e bbb e e e e e e e s e annteeeeeaaeeea s nnnneeeaaaeeaaann 171
REVIEW QUESTIONS ...ttt e e e oo ettt e e e e e e e e e naee e e e e e e e e e e e aanneseeeeaaeesaannnnnneas 172
REVIEW ANISWETS ...ttt ettt ettt ettt 555555555ttt ettt ettt ettt e e e e e e nn e 173

vii



Table of Contents

Chapter 21 — Vendor Relations: An Often-Overlooked Issue in AP ........cc..cciiiiiiiiiecceneeeeeecennne, 175
=TT a1 aTo @ o] 1=t Y=L PR 175
INEFOAUCTION ... 175
= Y=t o o] T TP PP T PP PP PO PPPPPPPPPPPPPPIN 175

The Vendor Welcome Letter ... 175
The WelCome Kit ... 175
Handling Existing Vendors: The Periodic Update ................uuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieieeeeieeeeeeeeeennenens 176
HaNAIING KEY VENUOIS ......uiiiiiiiiiiiiieeiieieeeeeeeb bbbttt s bbbt b eeenenennnee 176
Planning Ahead: Gathering INformation.............oooi i 176
Planning Ahead: USING the Data ............uuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiibiiieeeeeeeeeeeeeee b eeebbeeeeebeeeeeeeeeseeeeennenee 177
Where Should the Responsibility LIE7 .........oi e 177
Vendor Calls into ACCOUNtS Payable. ...........oooiiiiiiiiiiiaee e 177
IMproving Vendor REIGtIONS ..........ooviiiiiiiiiii 178
When a Caller to AP Flips Out: Uncovering the Real Cause ...........c.c..eeeiiiiiiiiiiiiiiiiieeeieeeeen 178
Taking a Customer-Service Approach to The AP FUNCtion ... 180
WHhO are AP’S “CUSTIOMEIS ...ttt e ettt e e e e e e s et e e e e e e e e s annneeaeeaaaans 180
DON’'t BECOME @ DOOIMMAL. ... uuutiiiiiiiiiititieiiieeeete bbbttt bbbt e ettt seesesssetebeebbbnennees 180
Benefits of a Customer-Service APProacCh ............uuuuuuuiuuiiiiiiiiiiiiiiiiiieieieereeeeeererereeeeeerrrrrrerrrrrrrranee 180
REVIEW QUESTIONS ...ttt e e e e ettt e e e e e e s e nae e e e e e e e e e e s s e anbbseeeeaaeeaaannnnnneas 182
REVIEW ANISWETS ...ttt ettt ettt ettt 5 55555555ttt ettt ettt et e e e e e e nn e 183

Chapter 22 — The Future of the Accounts Payable Function...........ccccccoiiiiiimmniiicccieeennenns 185
T T a1 aTo @ o] [=Tot Y=L PRSP 185
INEFOAUCTION ... 185
Granular-Level Changes in The Last FEW Years .........c..uuiiiiiiiiiiiiie e 185

The Regulatory COMPONENT ...ttt e e e e e s st e e e e e e e e e ennneeaeeaaaaas 185

The Fraud COmMPONENT........cce i 185
Implications Of ThESE ChangES ........ccueiiiiiiiee et e e e e e st e e e e e e e e nneeeees 186

A Very Different Future of Accounts Payable................oooiiiiiiiiiiiiie e 186

The Role of Technology in AP Today and TOMOITOW. .........ceuiiariiiiiriieieaaaeeeeaitiieeeaaaeaaaaereeeeeaaeeeaanes 187
REVIEW QUESTIONS ...ttt e e e e e e ettt e e e e e e s s naes e e e e e e e e e s s aannbseeeeaaeeaaannnnneeas 190
REVIEW ANISWETS ...ttt ettt ettt ettt 555555555ttt ettt ettt ettt e e e e e e nn e 191

L€ o =TT 1 193
L T =N 195

viii





