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                      Receivable
LEARNING OBJECTIVES
	After completing this chapter the student will be able to:

1.  List the standard accounting      transactions that deal with the A/R account.

2. State the difference between the A/R Subsidiary Ledger and the General Ledger.
	3. Identify how the data is processed from the initial invoice to the report.

4. Describe the customer types and fields within the customer file.

5. Describe the special characteristics of transactions within the A/R module.
	6. List the reports contained in the A/R module.

7. Perform the steps in the accounting cycle using the A/R module

8. Enter the data for particular problems using the techniques learned in this chapter.


	The Accounts Receivable module deals with any transaction that has a debit or credit to Accounts Receivable, such as Sales on Account, Customer Payment on Account.  Sales Discount, Sales Returns and Allowances.  All these transactions occur in the master file of the customer file.

     The Accounts Receivable account is primarily a holding account.  It contains the amount customers owe the company.  It is increased by sales on account and decreased by cash payments, and sales returns and allowances.  The following is a brief discussion of the transactions that affect the Accounts Receivable account.
	INTRODUCTION


	The accounts that affect the Accounts Receivable module are:

ASSETS

     Cash

     Accounts Receivable

     Allowance for Uncollected Accounts

Liabilities

     Sales tax  Payable
	SECTION 1:

RECEIVABLE ACCOUNTING ---REVIEW AND COMPUTERIZED A/R THEORY

-----------------------


	Transactions

------------------------
L.O. 1

SALES

CASH SALE

SALES ON ACCOUNT


	Revenue

     Sales or Income from Services

     Sales Returns and Allowances

     Sales Discount

     Freight Revenue

Expense

     Bad Debt Expense

     Freight Out

     Freight IN

The standard Accounts Receivable transactions are discussed here.

A cash sale is when the customer pays for the sale at the time of receipt of the product or service.  The payment can be in the form of cash, check or credit card.

     The accounting entry to record a cash sale is a debit to the cash account and a credit to the revenue account.  The transaction in journal entry form is shown below.

 Cash

     Sales or Income from Service

This entry can be recorded in three ways:

1. As a journal entry in the general journal.

2. As a cash receipt in the cash receipts journal with a credit to the revenue account.

3. By creating an invoice for a customer called CASH, then recording a cash receipt or recording a receipt of a check at the same time as the creation of the invoice if the accounting software has that capability.

A sale or service on account is when a customer receives the product or service with a promise to pay at later time based on the agreed-upon terms.  The most common terms are:

1. Net 30 – the full amount is due in 30 days.

2. 2/10 Net 30 – the customer receives a discount of 2% of the amount of the invoice if paid in 10 days or full amount is due if paid in 30 days.

     To record a sale on account, the Accounts Receivable account is increased with a debit and the Revenue account is increased with a credit.  The transaction in journal entry form is shown below:

Account receivable

     Sales  or Income from Services

     This transaction can be recorded in the sales journal in a single-column format if there is no sales tax or in multiple columns if sales tax is included.


	Whenever a product is sold there is always a chance the product is defective, requiring its return by the customer for full credit or a reduction in the invoice price given.  Instead of just reducing the sales, the company may want to keep a record of how much is returned in an account called Sales Returns and Allowances.

     The transaction in journal entry form is given below:

Sales Return and Allowances

     Account receivable

     This transaction has a particular characteristic.  Because the transactions in the Accounting Receivable module are integrated to the General Ledger, this transaction must be recorded in the Accounts Receivable module—not as a journal entry in the General Journal.  The total of all the customer’s balances (the detail or subsidiary ledger) must always equal the Accounts Receivable account in the General Ledger (the summary or controlling)

      The transaction can be recorded in two ways:

1. As a credit memo if the program has a special command that creates the credit memo separate from the invoicing.

2. As a negative invoice (the total cost is a negative number) with the account number for sales being the sales return and allowance number, or by creating an inventory item called sales return and allowances.

Note that a credit memo is the same as a negative invoice.

A Sales Discount occurs when the invoice is paid within the discount period.  The discount period is determined by the payment terms on the invoice, such as 2/10 Net 30.  This means that the buyers can take a 2% reduction in the amount owed on the invoice if paid within 10 days, or the full amount is due in 30 days.  Note that it is 2% of the sale, not including the freight.  Sales Returns and Allowances should also be taken into consideration.  A discount cannot apply to items that have been returned.

     In some accounting programs the discount amount is calculated automatically based on the date of the invoice and the current date or the date of the cash receipt.

Payment terms relate to when an invoice is due and when and the amount of  discount can be taken if paid ahead of time.  Terms can be any arrangement the buyer and seller agree on.  The structure of payment terms is:

   2  /    10   Net 30

   A        B        C

A. discount rate

B. pay within number of days to get discount.

C. Full amount to be paid within number of days

Examples of payment terms are:

2/10 Net 30                   =   2% discount if paid within 10 days, the full amount due in 30 days.

1/10 Net 25                   =   1% discount if paid within 10 days, the full account due by the  25th day.
	SALES RETURNS AND ALLOWANCES

CUSTOMER

RETURN MERCHANDISE

SALES DISCOUNT

PAYMENT TERMS




	CASH RECEIPTS

PAYMENT FROM

CUSTOMER ON

ACCOUNT

PAYMENT FROM 

CUSTOMER WITHIN

DISCOUNT PEDIOD

FREIGHT (KNOWN AT TIME OF INVOICE)


	1/10 Net EOM                               =    1% discount if paid by 10th of the month, full amount by end of the month.

Immediate or Due Upon receipt    =    Paying at same time of invoice or when the item is delivered.

Cash                                              =     Will pay for the invoice when picking up products.

When the customer sends the payment of the invoice, whether full or partial, Cash is increased with a debit and Accounts Receivable is decreased with a credit.  The transaction in journal entry form is shown below.

Cash

     Accounts Receivable
     This transaction is recorded in the cash receipts journal.

If the terms of the invoice include a discount and the customer pays the invoice within the indicated terms, a discount is given.  No discount is given until the payment is received.

     There are some customers who like to take “lost discounts” or discounts not deserved.  In other words, the customer would write a check less the discount even though the check would be received after the discount date.  Although not an ethical procedure, it does occur in business.  The company needs to set a policy concerning the handling of these “lost discounts.” If the company does not want to accept the lost discount, a balance would be left in the customer’s account.

    This transaction is recorded in the cash receipts journal. To record a customer’s payment within the discount period, the cash account would be increased (debit) by the amount of the check.  Accounts Receivable would be decreased (credit) by the amount of the invoice (less any sales returns/allowances), and the difference would be a debit to sales discounts.  The transaction in journal entry form is shown below:

Cash

Sales discount

     Accounts receivable
Freight in is the cost of bringing the product purchased into the business.  Freight revenue is the process of sending the product out to the customer.  If the freight is designated as FOB(Free On Board) Destination, the seller pays the freight.  If the freight is designated as FOB Shipping Point, the customer should pay the freight.  Many times the vendor will pay the freight as a convenience to the customer.  The sales invoice will reflect the predetermined freight cost.  The customer will pay the freight at the same time as payment of the sales invoice.

     The transactions  journal entry  form are given below:

Invoice to Customer

     Accounts receivable

          Sales

          Freight Revenue


	Company’s Payment to Freight Company

     Freight Out

          Cash

Shipping and handling can be considered revenue since the actual cost can be less than the amount billed to the customer.  In this case, freight revenue is used for the amount billed to the customer and freight-out, a cost of goods sold account, is used for the actual cost.  The difference (profit) will be reflected in the gross profit calculation.  

     If the freight is unknown, it is paid separately once the customer receives the merchandise and the freight company has sent a bill to the customer.

     The journal entry form of the transactions in this situation is shown below:

Company                                Customer

Invoice to Customer

       A/R

          Sales

                                                Payment to Freight Company—by customer 

                                                         Freight In

                                                                Cash

Payment from Customer

       Cash

            A/R


	


	A/R Subsidiary

Ledger

L.O.2

Flow of Data

L.O.3


	The Accounts  Receivable Subsidiary Ledger, a supplement to the General Ledger, contains only the transactions that affect the Accounts Receivable account.  It contains the general information about the customer (name, address, phone number, sales year-to-date, credit terms, etc.) and detail information about the activity of the customer (sales, cash receipts, sales returns/allowances).  This information can be kept by date or by invoice number, depending on the number of customers and transactions.

     The total of the balances of all the customer’s accounts should equal the balance in the Accounts Receivable control account in the General Ledger.  A report listing the customer balances is necessary to show this equality.  This report is sometimes called the Schedule of Accounts Receivable.  It can also be called the Aged Accounts Receivable if it includes the age or how many days from the date of the invoice to the current date.

     In the manual accounting system an invoice would be printed, then recorded in the sales journal: a check would be deposited, then recorded in the cash receipt journal; and a credit memo for sales returns printed and recorded in the General Journal and the subsidiary ledger.  Each transaction would be posted to the appropriate customer in the subsidiary ledger.  This process is a very time-consuming and tedious task.

     Using a computerized system the transaction is recorded in the appropriate journal.  A simple command telling the system to post the transaction will record it in both the General Ledger and the appropriate customer account in the subsidiary ledger.

     The data in the subsidiary ledger can be accumulated in two ways:

1. Maintaining all invoices and payments for the entire year.  At the end of the year the invoice will be cleared by the cash payments, leaving only the unpaid invoices.  The advantage of this method is that every transaction for every customer is shown for the entire year.  Purchases and cash payment activity are shown in detail.  This will help to decide to give the customer additional credit or extended time to pay.

2. Clearing invoice paid with cash payment at the end of each month.  This method keeps the information contained on the computer memory to a minimum, requiring less room on the hard drive.  It also leaves the customer’s account in the subsidiary ledger uncluttered.

Knowing how the information gets from one part of the system to the other will speed the error-correction process.

     In the Accounts Receivable module the transaction is recorded in the appropriate journal.   While the transaction is being recorded three areas are accessed; the  Chart of Accounts in the General Ledger, the customer file in the Accounts Receivable module, and the items file in the Inventory module.  The same inventory data is used for the A/R, A/P, and Inventory modules.  If this information is incorrect or the file does not exist an error will occur.

     A sales invoice puts a debit into the subsidiary ledger for the customer and enters a credit to sales and a debit to the A/R account in the General Ledger.


	     A sales invoice puts a debit into the subsidiary ledger for the customer and enters a credit to sales and a debit to the A/R account in the General Ledger.

     A cash receipt will need to match the check received to the correct invoice(s).  By matching the invoice with a cash receipt, the system makes the invoice balance $0.

     Once the transaction has been entered it  will be either immediately  posted to the general and subsidiary ledgers if it is real-time processing or posted to the ledgers with a command to post.  Another command is entered to remove the $0 balance or clear invoices.

The Accounts Receivable account is never closed because it is a permanent account.  Figure 4.1 shows the A/R data flow.                       _________________ 
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Customer Types and Fields of Main File L.O. 4

There are three methods used in accounting for customer transactions:

   Open Item,   Balance Froward,   Automatic Billing

      Open Item and Balance Forward deal with how the accounting program handles data at month end and how it appears at the beginning of the next month.

	OPEN ITEM

BALANCE FORWARD

AUTOMATIC BILLING


	For an open item customer, the detail for each invoice (issuance, payment, return/ allowance) for that customer is carried (kept) in the customer’s account until the invoice is paid in full.  The invoice is considered an open item (invoice) until its balance is $0.  There are many variations of this type of customer depending on the characteristics of the computer and the individual company.  For example, Smith Brothers Co. has the following information listed in its file:

    DATE       INV#               INV$              CK#        PAYMENT             BALANCE

    6/17         4567               1,500                                                            1,500

    6/25         4689                  300                                                            1,800

    6/27         4567                                       586         1,000                        800

    6/30         4689                                       596            300                        500

In Smith Brothers’ situation Invoice #4689 is 0 at the end of the month and therefore will not appear in the July data.  However, both invoice #4567 and the partial payment will appear in July because the invoice balance is $500 not $0.

     For a true open item customer, all the detail for invoice #4567 will remain until the invoice balance equals $0 or the invoice is purged or removed from the system.  Keeping this amount of detail requires a great deal of memory.  If there is a problem with limited memory, choosing a system with a modified open item customer option could be useful.  In a modified open item method only the balance of the invoice will appear.  If there are two or more invoices the balance of each invoice will be listed.

     A true open item customer would be useful to companies that have several customers who have several invoices with full payment made within 30 days.  A modified open item is useful for the companies that have several customers but limited invoices that are paid on time.

For a balance forward customer, the details of invoice, payments, and returns/allowances are kept for the month in which they occurred.  However, in the next month only the balance the customer owes is provided.  The balance is the amount due for the customer and is not listed by invoice number.  This method requires the minimum amount of memory.  It is best used for service—type companies (plumbers, electricians, carpenters) who deal with a customer only every few months.

     Consider the previous example of Smith Brothers Co.  During the month all the data is provided; however, after the end of the month and at the beginning of the next month the following will appear in the customer file:

     DATE       INV#               INV$              CK#        PAYMENT             BALANCE

      7/1                                                                                                        500

     Notice this shows only the customer’s balance due or the amount carried forward,  thus a balance forward customer.  Tracing any errors or answering customer’s inquiries is more difficult using this approach.

Automatic billing deals with the invoicing of the customers, not how the data is kept in the customer file.  A customer could be both automatic billing and balance forward.  It is just a quick way of doing the monthly billing.


	     An automatic billing customer has the same amount billed to him/her every month.  This billing is performed by setting up a list for the computer to use each month.  It is modified as required.  Selecting the command to process automatic billing will enter or create invoices based on the data in the list.

     This method is useful for lawyers who have many clients on retainer or a company that rents appliances by the month.  This method is useful any time several customers of the company have the same amount billed to them each month.

The customers are required to rent appliances for a minimum of three months.  When entering the customer in the accounting records the monthly amount is entered into a list.  For example, Mr. Kent rents a TV from Allstate at $30 a month.  At the end of the month the accountant will process the automatic billing list and Mr. Kent will have a bill sent to him for $30.  The first of the  next month a bill will be printed by simply processing the automatic billing accounts.  A bill of $30 will be printed out each month.  The list is changed only if there is a change in the amount or Mr. Kent is no longer a customer.

The most common customer fields are the Customer Code, Customer Name, Address, and Beginning Balance.  Other fields are (1) Type—Balance Forward, Open Item or Automatic Billing, (2) Credit Limit—how much is this customer allowed to buy on credit, (3) Last Sale date, (4) Last Payment date, and (5) Years-to-Date Sales.  The last three fields are helpful in making management decisions—Should this customer receive additional credit? Should they get a reduced selling price?  How much do you allow this customer to buy?

     The contents in the fields can be changed, deleted, and viewed except for those fields that are automatically entered such as last sale date, last payment date, and sales year-to-date.

The customer’s beginning balances represent invoices that have not been paid or have been partially paid.  Depending on the type of customer the beginning balance can be entered as a total dollar amount (balance forward) or by the unpaid invoice number, date, and amount (open item).  The beginning balances can be checked by printing out an aged Accounts Receivable.  The total open invoices should be the same amount as the Accounts Receivable controlling account in the General Ledger.

There are two types of invoice entry processing (1) point of sale and (2) order entry.

     The point of sale is an invoice written with the customer present or at the point of sale.  Usually a cash invoice is created and the cash receipt is recorded at the same time.  Many retail stores use this method.

     Order entry is an invoice written as a result of a purchase order.  These invoices are usually on account, not paid for at the time of the receipt of the merchandise.  Wholesalers primarily use this method because the customer is not present when the order is places and sent.


	EXAMPLE: ALLSTATE APPLIANCE CO.

Main File

FIELDS

BEGINNING

BALANCE

Transactions

L.O.5

-------- 

INVOICE ENTRY

PROCESSING




	SALES INVOICING

TYPE OF INVOICES

INVOICE STRUCTURE


	There are three basic methods used to write the data to the Accounts receivable file.

1. Invoice by invoice.  As the invoice is completed it is entered into the customer file.  Order entry programs usually use this method.

2. Automatically.  The program enters all the invoices when you end the Sales Invoice module.  All invoices are entered to the appropriate customer at the same time.

3. A special command to post the invoices that have been entered is used to write the data. “Post Invoices” gives the control of when to post.  A high-end program will list all invoices that have been written and state which ones have been posted.

Knowing when the invoice data is written to the customer’s account in the Accounts receivable module will help locate the invoice should an error occur.  Such errors as incorrect customer, duplicate invoice, and omitted invoices can be corrected by knowing whether to look in the Sales Invoicing module or the Accounts Receivable module.  For example, a duplicate invoice could appear as a single invoice: an invoice has been written to the customer in the Accounts Receivable module and an identical invoice has been entered but not posted in the Sales Invoicing module.

An invoice represents a customer’s order.  At the end of the month a  statement showing all the invoices and the customer payments is sent out to show the balance in each account.

     There are three basic types of invoices: Service, Retail, and Resale/Wholesale/Manufacturing.  The type of invoice to use depends on the customer and what is being sold.

Service

On a service invoice the majority of the bill is labor charge with no sales tax charged.  There can be inventory items included but usually the items are limited.  The inventory items would have sales tax applied.

     Service companies, accountants, plumbers, electricians, and carpenters would be the users of this type of invoice.

Retail

If large quantities are purchased for the purpose of resale, no sales tax is applied and lower prices (trade discounts) are used.  Wholesale invoices are used even if larger quantities are purchased for sale only to limited customers.  These also would have no sales tax applied.

     In a manufacturing invoice, items purchased by the customer are put together to create one or more products.  These items are not taxed.

An invoice has three main parts: the header, the body, and the total.

Header

The header contains the customer’s name, address, and the ship to name and address.  The terms and any other detail information such as the purchase order number, the salesperson, the freight amount, and the carrier can also be included.


	     The header also contains the company name and address.  This could be with preprinted invoices and numbers or printed from the system configuration for the particular customer.

Body

The body of the invoice contains the inventory item number, description, quantity, unit price, and line total price.  Each item purchased will have a separate line or sequence number.

Total

The total portion f the invoice will include the tax, should it be applied, the amount of freight, any prepayment, and the total of the invoice.  This total is the amount that will be carried for this particular invoice into the accounts receivable ledger.

     Figure 4.2 is an example of a computer-generated Sales Invoice.  The three parts of an invoice are shown.
	












     Figure 4.2
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	The payment of freight charges depends on the FOB (Free on Board) point.  If the freight is FOB Destination, the seller is responsible for paying the freight.  If  it is shipping Point, the buyer is responsible for paying the freight.  The seller might pay the freight for the buyer on FOB shipping. Point as a convenience.  The charge is then added to the invoice and increases the customer’s account.  If it is FOB destination, the freight cost is not added to the invoice.

     A separate account should be kept for freight cost so it will not be included in net sales.

     Every sales invoice should have a separate section in which to place the cost of the freight and the freight account should be included in the General Ledger  Account.
	FREIGHT CHARGES


	PRINTING


SALES RETURNS AND ALLOWANCES

CREDIT MEMO

NEGATIVE INVOICE

ZERO CHECK

CASH RECEIPTS


	If the system uses real  time processing for invoices, after entering the information for the invoice it must be posted.  The invoice cannot be changed once it is printed.  It must be voided and reentered if it is incorrect.

     Some programs require the invoice to be printed as each section or part of the invoice is complete.  If this is the case, it is hard to correct because you must make corrections to it before printing that section.

     Other programs allow you to enter data for several invoices.  Once the information for all the invoices are entered they can be printed as a group.  Before the group of invoices is printed, an individual invoice can be changed.  These programs can also print more than one copy of the invoice.  This method gives the user more control over when and how to print.

Credit memos are written by the seller to indicate when a return or an allowance has been given.  Many programs have special commands that allow the user to enter credit memos in the same manner as sales invoices.

     The credit memo should offset the sales invoice so that it will disappear after the end-of-month closing.  This can be accomplished by a field in the credit memo asking for the invoice number, which will have this credit memo applied to it.

If the program does not have a special command for Credit Memos (Sales returns and allowance or Bad Debt and Adjustments), a creative way to handle these types of transactions must be performed.  This method is to create a negative invoice with the item number.  The quantity is listed as a negative number to void the positive invoice.

A Negative invoice is matched to the original invoice by entering a zero cash receipt.  A zero cash receipt is a check received that has no dollar amount and is used only to match the cash receipt for the positive invoice to the negative.  The net effect is $0, thus zeroing of the invoices.  It is cleared at end-of-month closing. 

Cash receipts are entered as a batch and require the user to match the cash receipt to the customer's sales invoice.  This is accomplished by entering the amount of the cash received. An accounting system will automatically know this is a debit to cash and a credit to A/R.  What the system does NOT know is the aging period (0-30, 31-60, 61-90,90+-- balance forward system) or what invoice (open-item system) to which to apply this cash receipt.

     For a balance-forward customer, the accounting system will list the aging periods and the user will place the dollar amount to be applied to each accounting/aging period.  For the open-item customer, the user will need to enter the invoice(s) to which this cash receipt is applied.

     Each day’s cash receipts should be entered and posted as a batch and be deposited in the bank.  This will aid the user when reconciling the bank account.

     During the month invoices and payments against invoices (cash receipts) are shown on the aged Accounts Receivable report.  This is the detail for the month.  After the end-of-month closing the invoices with matching cash receipts will be dropped from the system since they no longer represent an outstanding account receivable.  Preserving this monthly detail is a good reason an archival disk (backup disk for storage) should be make before closing the month.


	Sales discount is given at the item of payment, not when the invoice is issued. There should be a field for entering a discount amount or percentage in the cash receipt entry screen.  Some accounting systems can calculate the amount automatically.  This amount is based on three fields:

1. the date of payment

2. the date of the invoice

3. the payment terms

Some systems do not automatically calculate sales discount.  If the system does a calculation, the user is expected to input the necessary data from the check received.

NOTE:   Date of Cash Receipt is based on the postmark, not the check date or invoice receipt date.  Because this is a special field and the user does not enter the account number, the sales discount account number must be entered in the G/L Integration Accounts.

Some accounting programs have a special entry option for adjustments.  It allows the user to enter a journal entry with a debit or credit to A/R  and the opposite to another account, such as  bad debt expense, plus specify the particular customer and invoice to which it is applies.  It also allows the user to increase or decrease a customer’s account without writing a debit/credit memo.  The Bad Debt Expense account number must be included in the G/L Offset Accounts.

     If the software program does not have a Special Adjustment command, bad debt adjustments must be accomplished using Sales Invoice and Cash Receipt  entries.  To write off an account, a negative invoice must be created with the credit account number as bad debt expense instead of sales.  Then a cash receipt of a $0 check must be entered to match the invoice with the negative invoice.  This will clear the invoice from the A/R and will record it as a bad debt.

A finance charge is the dollar amount that a company charges customers for not paying invoices within the agreed time frame.  To apply a finance charge to customers’ balances, the standard steps in a majority of accounting software programs are:

1. Set up or configure your company by entering

a. The control account where you want the finance charge to accumulate.  

In Business Works, select Utilities-Posting Accounts.

b. The percentage to be applied.  Note whether the program uses an annual rate or monthly percentage.  In Business Works it is Utilities-A/R Parameters

2.   Enter YES into  the field “ Finance Charge applied? In the customer file.

In Business Works, select Customer/Maintain customer/ Inv/State

     The user should understand how the program calculates the finance charge amount.  First, for each customer the program locates the open items or unpaid balance for all aging brackets, beginning with the bracket specified in the setup.  Next, the specified rate from the setup is applied to the open balance.  The finance charge is then added to the customer’s balance and is accumulated in the YTD finance charge field.  Finally, the finance charge applied is listed in the Finance Charge Journal.  Some software programs have an option to apply the finance charge to only the unpaid invoice balance rather than the balance plus accumulated finance charges.
	SALES DISCOUNT

BAD DEBT

(UNCOLLECTIBLE)

ACCOUNTS AND ADJUTMENTS

FINANCE CHARGE

BASICS




	SALES TAX BASICS

Reports

L.O.6

-------- 

CUSTOMER LIST

SUBSIDIARY LEDGER

REPORT

SALES JOURNAL


	There are special options you can use with a finance charge command:

Remove all finance charges.  This  option would be used if the percentage that is applied is incorrect or a major error for all customers was discovered.

Reenter finance charges,  This option allows the user to reenter a finance charge if it was entered and removed.

Add a specific customer’s finance charge.  If a finance charge is to be applied to only one customer because of an arrangement made between the customer and the company, this option would be used.

Every invoicing program should have the ability to calculate and store sales tax that is applied.  The steps to apply sales tax are described below.

1. Enter  the company setup or configuration information:

a. Set the G/L control account or integration account to the account you want to use to accumulate the sales tax collected from the customer.  The account usually is to Sales Tax Payable. There can be several accounts if you have many states in which you do business.  In Business Works select Maintain Sales Tax.

b. Enter the percentage for each state. In Business Works select Customer-Maintain Customer- Inv/State

2. State that sales tax is to be applied in a field in the Customer file.

3. To include sales tax in the invoice, as each customer invoice is entered specify the line item on invoice or total invoice as taxable.  The taxable amount should be able to be overwritten should the calculated tax be incorrect. In Business Works, select utilities, maintain standard items.

The A/R reports are varied and are basically:  Customer List, Subsidiary Ledger, Sales Journal, Cash Receipt journal, Finance Charge journal, Aged Ledger, and Statements.  These reports can be printed based on a series of date options:  Current Month, One period back, last year and etc.

The purpose of the Customer List report is to provide the user with the code, name, and address of the current customers.  The list should always be updated when a new customer is added and when a customer is deleted and no longer deals with the company.  Some programs allow “temporary” customers.  These programs will automatically delete the customer when the customer’s balance is zero.  This is useful in situations when the company makes a “one-time” sale, i.e., a one-time overseas special shipment.

     The Customer List report should contain the customer code or number that will be used by the A/R data entry clerk.  A customer code will be easier to remember if it is an abbreviation of a customer name instead of a number.  Having the list readily available will make the data entry go faster. 

The Subsidiary Ledger report lists the customer’s open invoice from the previous month plus all the activity from the current month.  The Subsidiary Ledger must always equal the Accounts receivable account in the General Ledger.

     This report is useful to monitor the customer’s sales and payment activity and will show the open balance for the customer by the individual invoice.  Also the information for the statements is the same as that listed on the subsidiary Ledger report.

     The name of this subsidiary report can vary from program to program. 

The Sales Journal report is the listing of all the invoices that have been printed or entered for the month.  The Sales Journal can list this information by date, by invoice number, or by date and invoice number within that date.  The preferred method is to list the information by invoice number.


	The Cash Receipts Journal report lists the cash that was received from customers to pay off the open invoices.  It is important to include the customer’s check number in the data entry and  the invoice number.  This information should be listed by date and/or deposit.  This information is helpful to the individual doing the bank reconciliation and for data reentry or correspondence relating to returned checks.

The Finance Charge Journal report is used only if the company charges a finance charge.  The journal lists those customers with a finance charge and indicates the amount of the charge.  This is a helpful report if the company charges some customers and not others.

The purpose of this report is to list, by customer, open invoices and the number of days each has been outstanding.  This listing could be used to gather the information to apply finance charges.  The total amount of this report should be the balance in the Accounts Receivable account.

Statement s are individual reports for each customer.  A statement includes a beginning balance, all the activity for the month, and an ending balance.  Most accounting systems optionally print out all, some, or a single statement.

     Statements can be used to bill or remind the customer to pay.  Just write a note on the invoice that says “Pay from Statement.”  Mailing out statements will help keep the accounting records accurate since customers will generally inform you of any errors.

.

Posting refers to the process of transferring data from the journals or modules to the General Ledger.  Some programs post the individual transactions to the General Ledger at the same time as they are posted to the module.  In other accounting software programs the transactions are posted to the General Ledger during the month-end closing procedures.

End-of-month closing clears all the current month transactions in the journals, leaving only balances.  If the General Ledger is not updated when the individual transactions are posted, the end-of month closing will create a summary journal entry.  The  summary journal entry totals the amount of debits and credits of all transactions for each of the accounts,
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