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Managing accounts payable might seem straightforward, but in
reality, it’s much more than just handling bills. When done right,
effective accounts payable management can enhance your cash flow
and build trust with your vendors. On the flip side, poor accounts
payable practices can lead to late payment penalties, supply chain
disruptions, strained vendor relationships, and even open the door to
fraud. .

By treating accounts payable as a strategic business function rather than a routine
task, you can maintain your financial health and support your business’s growth. In this
video, we’ll share best practices to ensure your accounts payable processes run like a
well-oiled machine.

Best practices for efficient A/P
management

Here are some tips to optimize the way you manage your accounts payable:

Centralized and automated invoice processing

Think of your invoice processing as the backbone of your accounts payable operations.
By centralizing this function, you create a single, streamlined pathway for handling

all your invoices. Designate specific team members to handle the receipt, review,

and approval of all invoices. This ensures that nothing slips through the cracks and
everything is handled consistently.

You can speed up this process even more with the help of digital tools. Instead of
manually shuffling papers or digging through emails, you can use software that
automatically captures and organizes invoices. This reduces errors, speeds up approval
times, and gives your team more time to focus on strategic tasks.
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Validation, approval, and payment procedures

Before an invoice is paid, it’s crucial to ensure that every detail is accurate. This is
where strong validation procedures come in. Consider this step a safety net, confirming
that the goods or services you’re paying for were delivered exactly as agreed.

» Did you receive everything listed on the invoice?

* Are the prices correct?

» If there are discounts available, are they being applied?

This kind of careful validation helps you avoid overpaying or paying for things you didn’t
actually receive.

Next, create a structured approval workflow. This means setting up a clear, step-by-
step process for who needs to review and sign off on each invoice. Just be sure to
document your processes for everything, including who is responsible for each step.

Once invoices are approved, develop a payment schedule that works with your
business’s cash flow. If early payment discounts are available, consider whether the
savings align with your cash flow needs.

Vendor negotiation and management

Think of your vendors as partners in your business. Building and maintaining strong
relationships with them isn’t just nice; it’s a critical function that can significantly impact
your bottom line. Effective negotiation plays a big role here. Don’t be afraid to discuss
terms that work better for you, like volume discounts or more flexible payment terms.

And if any issues arise, address them quickly and professionally. Whether it’s a discrepancy
in an invoice or a delay in delivery, prompt resolution helps maintain the relationship.

Regular reconciliation and aging analysis

Keeping your financial records accurate isn’t just about good housekeeping; it’s about
protecting your business from costly mistakes. Reconcile your accounts payable
records with your financial statements on a regular basis to catch discrepancies before
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they snowball into bigger issues. If an invoice slips through the cracks or a payment is
recorded incorrectly, your financial statements might give you a false sense of security,
leading to budget overruns or missed financial targets.

Beyond reconciliation, a deep dive into your aging accounts payable reports is equally
important. These reports show you exactly which bills are coming due and which
ones might already be overdue. By analyzing this data, you can spot trends, like a
department that’s slow to approve invoices.

Cash flow management and planning

Cash flow is the lifeblood of your business. If it’s not flowing properly, your operations
can grind to a halt. Monitoring and forecasting your cash flow allows you to make sure
you have enough funds to pay your bills on time without straining your resources.

For instance, if your cash flow forecast shows a potential shortfall, you might adjust
payment schedules so larger expenses don’t all hit at once. If your forecast shows

a cash surplus, on the other hand, you might decide to pay some bills early to take
advantage of discounts, saving your business money in the long run.

Fraud prevention and internal controls

To protect your business from fraud, it’s important to build a system that catches
problems before they can take root. This starts with robust internal controls.

One of the most effective strategies is the segregation of duties. Think of it like this:
if one person handles everything from approving invoices to cutting checks, you’re
putting a lot of power in one set of hands. By dividing these responsibilities among
different employees, you create a natural check and balance system. This way, any
fraud or mistakes are more likely to be caught before they impact your finances.
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Mutli-level approval workflows add another layer of protection. Instead of allowing
a single person to sign off on payments, require multiple approvals, especially for
large transactions. For example, a payment over a certain threshold might need
approval from both a department head and the CFO to ensure that it’s necessary
and correctly documented.

Regular audits are the final piece of the puzzle. And they aren’t just for catching
issues after the fact; they’re a proactive tool that helps identify weaknesses in your
processes. By routinely reviewing your accounts payable, you can spot inconsistencies
or unusual patterns early on.

Measurement and optimization

To truly master accounts payable, you need to measure how well your processes are
performing. Start by focusing on key metrics like Days Payable Outstanding (DPO). This
metric tells you how long, on average, it takes your business to pay its bills.

Next, consider your payment methods. Are you still writing checks when electronic
payments would save time and money? Maybe your approval process is bogged down
by too many unnecessary steps. By consistently evaluating how you’re paying your bills,
you can reduce costs and improve efficiency.

Outsourcing your accounts payable

Outsourcing your accounts payable can streamline processes and improve your bottom
line. When you outsource, you cut down on the overhead costs of maintaining an in-
house team and tap into a pool of professionals who bring the latest best practices
and technologies to the table.

Also, integrating accounts payable with your broader accounting systems by
outsourcing to your CPA ensures a seamless flow of financial data. And with experts
handling your accounts payable, you benefit from strategic insights and real-time data
analysis. CPAs can help optimize your cash flow and identify financial efficiencies,
leading to improved profitability.



Next Step

If you’re ready to streamline your financial operations,
contact our office and explore how outsourcing your

accounts payable can benefit your business.
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