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Purpose of the accounts payable function is to ensure 

all disbursements are done in accordance with:

➢ Internal control procedures set by management

➢ Account code structure of the district and state

➢ State law

➢ Federal requirements

➢ Good business practice



Who relies on the accounts payable department:

➢ CSFO and Accounting Supervisor 

➢ Vendors

➢ District administrators

➢ Board members

➢ Public and community



Role of the purchasing function in accounts payable:

➢ Assure the district gets the best products and services 

at the lowest cost

➢ Approving purchase orders

➢ Preparing and awarding bids

➢ Initiating personal services contracts

➢ Monitoring federal purchasing requirements

➢ Acting as primary contact with vendors

➢ Approving new vendors and maintaining the vendor files

➢ Managing the district’s purchasing card program and 

other payment options



Basic vendor practices:

➢ Make sure they have a tax identification number (EIN or 

SSN)

➢ Develop written procedures for new vendors and 

entering them into NextGen

➢ Require an IRS form W9 as a good internal control

➢ If able, segregate new vendor set up and payment

➢ Only one vendor number per vendor in the system



Reasons why purchase orders are necessary:

➢ Complete an approval process prior to the purchase

➢ Communicate the order to the vendor

➢ Establish a contract with the vendor

➢ Encumber the amount of the purchase against a budget

➢ Track receipt of goods and services

➢ Provide information for accounts payable when auditing 

invoices

➢ Accumulate expenditure/payment information



Things to consider when matching invoices to PO’s:

➢ Verify items invoiced match the items ordered on PO

➢ Vendor information is the same on both documents

➢ Invoice issued after the PO was approved

➢ Items match general category of items authorized on 

open PO

➢ Any discrepancies in the amounts approved - what is 

the district policy on percentage variance between PO 

and invoice amount



Things to consider when matching receiving 

documents to invoices:

➢ Verification by a person with knowledge of the services 

being performed or the goods being received

➢ Invoice matches the items received

➢ Timing of items received - yearend processing

➢ Is order complete so PO can be finalized



Accounts payable vendor invoice audits should 

include:

➢ Verify three-way match has been completed

➢ Verify invoice is not a duplicate

➢ Verify total invoice amount is correct

➢ Shipping and handling have been applied correctly

➢ Verify sales tax is correct or not charged if tax exempt

➢ Retainage held if required



Accounts payable vendor invoice audits should 

include:

➢ Charges are current and does not include a brought-

forward amount

➢ PO encumbrance is sufficient to cover invoice

➢ Invoice pricing matches quote or bid

➢ Account coding is correct

➢ Determine the correct fiscal year for processing



Purchasing and procurement cards:

➢ Can be an actual card or a ghost account

➢ Must pay the entire balance due each month

➢ Offer spending limits and restrictions

➢ Offer volume rebates

➢ Require good internal controls

➢ Should develop procedures to ensure good control



Examples of good purchasing card controls:

➢ Cardholder agreements issued prior to issuing cards

➢ Cardholder training

➢ Written procedures

➢ Monthly spending limits

➢ Approval of all expenditures by supervisor before 

purchases are made

➢ Restrictions over the type of merchants



Examples of good purchasing card controls:

➢ Cards clearly marked with district’s logo

➢ Review of all purchases and itemized receipts

➢ Segregation of duties between purchases, approval, 

and reconcilation

➢ Loss of privileges for misuse

➢ Timely repayment for unauthorized use

➢ Management review of spending activity



Examples of good purchasing card controls:

➢ Secured as you would cash

➢ Checkout system maintained

➢ Policy in place to ensure cards and receipts are 

returned promptly

➢ Review activity often to detect fraud

➢ Pcard administrator named who is responsible for 

issuing cards, training, and managing system



Other notable items:

➢ Using batch totals will assist in controlling accuracy of 

payments

➢ Have two sets of eyes on every transaction if possible

➢ Electronic approval process for efficiency 

➢ Having a set payment cycle

➢ Separate processing AP from check printing



Other notable items:

➢ Remit outstanding checks to the Department of 

Revenue, Unclaimed Property Division if payee cannot 

be located

➢ Ensure unnecessary sales tax is not charged to the 

district

➢ Maintain accurate vendor data so 1099’s are reported 

correctly

➢ Make sure expenditures are reported in the correct 

fiscal year



This information was provided from the AASBO Accounts 

Payable Manual, 2023. 

AASBO website (login as member)

Member Resources

Online Training

Accounts Payable

Accounts Payable Program Manual

Accounts Payable Program Overview

NextGen AP: BOE New User Guide



For additional questions or comments:

Cathy Pitts: hcgregoryjr@hotmail.com

Cheryl Burns: cherylburns1121@gmail.com

mailto:hcgregoryjr@hotmail.com
mailto:cherylburns1121@gmail.com
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