(MYOB

Support
Notes

Payables Reconciliation

This support notes are suitable for:

* MYOB Accounting
« MYOB Premier
e MYOB PremierPlus

Solution Summary

Run the Fayables Exception report found in the Accounts tab of the Index to report. If it reports "Mothing
to Print” and vou know that it is out of balance, or if you are using an earlier version of MYOB, run the
Payables Reconciliaton report.

Do this several times narrowing the date range each time until you dentify the day the out of balance
occurred. This will enable yvou to identify the specific tran=action that has caused the inbalance.

It is important you check from time to time that your Payables are in balance. What this means is that the sum total
of the amounts your suppliers owe you as shown on Supplier Cards is equal to the balance of your Payables or Trade
Creditors account. The Payables Reconciliation Report compares these figures for you.

How do I resolve an out of balance in my Payables Reconciliation?
What is the Payables Reconciliation report?
The Payables Reconciliation report provides a ‘snapshot’ of your Payables as at the selected Date.

Shown below is an excerpt of a Payables Reconciliation Summary report taken from Clearwater (MYOB's sample
company file).

Please note:

e The Total ($31408.75) is the balance of the Supplier Cards and is sometimes referred to as the Payables
subsidiary ledger.

e The Payables Account balance ($31288.75) is the balance of the linked Payables ledger account, which is
sometimes known as the Trade Creditors control account.

e Any variance between the Total and the Payables Account is displayed as the Out of Balance Amount
($120.00).
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Payables Reconciliation [Summary]

1940542005
Hame * Total Due ~ 0-30 - 31 -60 - 61 -90 -

Clear % Eright Filters $531.51 $0.00 $0.00 $0.00
Curbpz Super Stands $825.00 $0.00 $0.00 $0.00
Huzton & Huston Packaging F335.20 $0.00 $0.00 $0.00
baojo Advertizing $1.089.30 $0.00 $0.00 $0.00
MioLntain Spring $3,526.33 $0.00 $0.00 $0.00
ndensater Springs Pty Ltd $20131.41 $0.00 $0.00 $0.00
Tatal: $31.408.75 $0.00 $0.00 $0.00

Ageing Percent; 0.0% 0.0% 0.0%

Paypables Account; $31.288.75
Out of Balance Amount; $120.00

What are the common causes of out of balance amounts in the Payables report?

When you record a purchase or a Supplier payment through the Purchases command centre, your ledger stays in
balance. This is because MYOB automatically updates both the Supplier card and the Trade Creditors or Payables
account. This way they are both kept synchronised.

However, the following transactions, scenarios and user actions will cause an out of balance:

e Transactions such as General Journals, Spend Money entries made in the Banking Command Centre, or
Purchases transactions posted directly to the Trade Creditors account.

e A false out of balance. This happens if a payment applied to a Purchase is dated prior to the Purchase itself.
This will also happen if a debit note is applied on a date prior to the date of a purchase or the debit note itself.

« A change to the opening balance figure for the linked Trade Creditors account. This would be done by going to
the Setup menu, selecting Balances then Account Opening Balances and changing the amount that
appears next to Trade Creditors or Payables account.

* The linked account for Payables has been changed.
e A partially deleted Finance Charge.
We will now look at each of these scenarios in more detail:
A transaction directly allocated to the linked Payables account

Allocating a transaction directly to the Payables account won’t update the balance of the Supplier card. This therefore
will cause an out of balance.

Below is an example of a Banking Spend Money transaction allocated directly to the Trade Creditors account.
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L || Spend Money

Pay from &ccount: | 11110 Fi General Cheque &ccaunt 1 Balance == $180.158.0
W Tax Inclusive

Papee w!:|Huston & Huston Packaging D ate:| 19/05/2005

{237 Mazon Parade s oo
|North Sydney NSw 2060 Aushslia Aimodnt{ $120.00

One Hundred and Twenty Dollars and O Cents
Mema: | Huston & Huston Packaging Sdazmaliar Pl i

i Amount Joh b emo

Trade Creditars

Total Allocated: m

Tax 5+ |—$Tlflﬁ

Total Paid: $120.00

[ Already Printed Out of Balance: |+$DDD

(1) Save a: Becuring ! () Lze Recuring

Shown here is the Payables Reconciliation report after the above transaction has been recorded.

Pavables Reconciliation [Summary]

1940542005
Name *  Total Due ~ 0-30 - 31 - 60 - 61 -90 -

Clear & Brght Filters $531.51 $0.00 $0.00 $0.00
Curbys Super Standz $825.00 $£0.00 $£0.00 $£0.00
Hustar & Huston Packaging $33R.20 $0.00 $0.00 $0.00
Mojo Advertizing $1.059.30 $0.00 $0.00 $0.00
M ountain Spring $8.526.33 $0.00 $0.00 $0.00
Undenmater Springs Pty Lid $20131.41 £0.00 £0.00 £0.00
Tatal: $31.408.75 F0.00 F0.00 F0.00
Ageing Percent: 0.0% 0.0% 0.0%

Fayables Account: $31.288.75

| Dut of B alance Amount: $120.00 I

Because the Spend Money transaction has updated the Trade Creditors account but not the Supplier Card, the out of
balance occurs. The Banking Spend Money transaction is not designed for this and will not update the card even if the
Supplier card is selected.

The latest version of your MYOB software includes a report called the Payables Reconciliation Exception report.
This report, which is found in the Accounts tab of the Index To Reports, is designed to identify incorrect
transactions such as the above example. Here’s an example:
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Pavables Reconciliation Exceptions

1940542005
ID#  “Sic”  Date ” Memo - Debit “  Credit  “Job No™
Total Amount Outstanding: $31.408. 75

Linked Payables Account Balance: $31.288.75
Out of Balance Amount $120.00

Poszible causes of exceptions

108 CO 19/05/2005 Huston & Huston Packaaging $120.00
Total: F120.00 $0.00
Difference: $120.00

As you can see, the report has identified the offending transaction. If you put your mouse pointer over the line
representing the transaction, it will turn into a magnifying glass. Click the line to display the transaction itself. You can
now go to the Edit menu and choose Delete Cheque Transaction and then re-enter the payment through the
Purchases Command Centre by clicking Pay Bills. You may need to re reconcile your bank account if the deleted
transaction had been previously reconciled.

Similarly, a Purchase transaction posted directly to the Trade Creditors account which in this sample file is 2-2000 will
also cause an out of balance amount. An example of such a transaction is shown below.

L ! purchases - New Service

[BILL '
Supplier ©; | Huston & Huston Packaging S| Tems o Net 30th aftes EOM ¥ TaxInclusive
Shipto = Cleanwater Ply Ltd Purchaze #: 00000009

25 Speirsg S
Blmm;i o Date: 19/05/2005

VIC, 3130 Supplier Ined:

Dezcnphon Anovmt

$100.00 =

|

Subtotak £100.00

Cosnment: gl Freight: $0.00
Ship Via: = Tax o g0
Promazed D ate: Tolal Amount: £100000

Joumnal Mema: | Purchase; Huston & Huston Packaging

Bill Diefvery Status: [To be Printed -l Balance Due: $100,00

(B) Save a: F!ecur:ing| () Use Recuring

7. = &< &

HelpF1 | Pint | SendTo | Joumal | Layout | Begister

To fix this, change the allocation account to an Expense account. If this transaction cannot be changed, you may
delete or reverse it.

A false out of balance

A ‘false’ out of balance will occur if the payment applied to a purchase is dated prior to the Purchase itself. Or, if the
application of a debit note is dated prior to either the:

* Purchase it has been applied to or
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 The Date of the debit note itself.

This is easily determined by dating the Payables Reconciliation report for a ‘far off’ future date such as31/12/9999.
This is because the Payables Reconciliation report will balance once it is dated for the same, or a later date, than the
debit note.

Shown on the next page are the journal entries of a purchase, a Debit Note and the Application of the Debit Note.
* The Purchase is dated 30/05/2005
* The Debit Note is dated 01/05/2005
* The application of the Debit Note is date 05/05/2005
Note:

When a supplier gives you a ‘credit note’ for goods you have returned or for any other reason, from the point of view
of your accounting records, technically, it is called a debit note.

If you run the Payables Reconciliation report as at 18/05/2005, the report will show an out of balance amount. If you
run it for any date after the 30/05/2005, because the application of the debit note is included in the date range, the
report will show that the Payables are in balance.

| || Transaction Journal

General Dizburzements FReceipts Purchases | rventoay

Dated From: | 01/05/2005 To: |30/05/2008
ID Frarc To |

"
nooocon o

oooooon 0 22000  Trade Creditors
noonem o B-17180 Office Supplies
0ooooo 0 23030 GST Paid

|l]5f[i‘:|‘f2m5 Hustan & Huston Packsging Debit 00000010 Applied |
FJ00000 22000  Trade Creditors

F000007 2-2000  Trade Creditors $100.00

00542005 Purchasze: Huston & Huston Packagin
(0000003 2000 Trade Creditors
Qoo0oDog 2-2000  Trade Creditors
Q000K009 B-1160  Freight Paid
(00ono0s 23030 GST Pad

Changing the opening balance of the linked Payables account

If you go to Setup, choose Balances then Account Opening Balances you will see the following window.
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~ General I_Qisbursements '_Heceip;s ' Sales I Purchases I |ﬂEEﬂth_'r'_l &l l

Dated Frany: [SDHDEHEDDE T | 30/05/2005
D Fram: | Too |
Drate ok Crebit Credit
or 0405420058 Purchase: Huston & Huston Pack aging
Qoooooos 22000 Trade Creditars $90.91
Qoooooos 22000 Trade Creditors $9.09
Qo0oooos B-1160  Freight Paid $30.91
Qo0oooos 2-3030 GST Paid $3.09

The amounts shown here relate to the conversion month or time at which you began using this particular data file
to track your balances and transactions. If the opening balance of your Trade Creditors account is modified, your
Payables will be out of balance. Restoring a backup may help determine the original opening balance figure.

Changing the linked account for accounts payable

The linked Payables account is accessed by going to Setup selecting Linked Accounts and then Purchases
Accounts. The linked Payables account is the account entered in the Liability Account for Tracking Payables field.

If: there are open Purchases when the account is changed and
e additional Purchases are entered after the linked account is changed,

The balance of your Supplier Cards will be spread across two ledger accounts. However, the Payables
Reconciliation report will only report the balance of the account which is the one that is linked at the time the report
is generated.

The only way to check for a changed linked account is to restore the earliest known backup of your company data
file. Compare the linked accounts in the restored data file with your current working file. The linked accounts in both
files should be the same.

A partially deleted Finance Charge transaction

When a Finance Charge is recorded, MYOB creates two transactions. If only one of these is deleted, an out of balance
will occur.

What steps are needed to find the cause of the out of balance?
The Payables Reconciliation report is the primary tool for both reporting and finding out of balances.
Step 1 - Check for a false out of balance

As previously noted, customise the Payables Reconciliation report for a far off future date. If the out of balance is
false, the Payables will show a zero Out of Balance Amount.

Follow the remaining steps if the out of balance remains.
Step 2 - Is the out of balance from a previous financial year?
Assume:

e the date is now 30/6/05 (end of the 04-05 financial year) and
« the data file’'s Current Financial Year is 2005. The Current Financial Year can be accessed by going to
Setup and selecting Company Information.

Customise the Payables Reconciliation report for the
1/7/04 (or the beginning of your Current Financial year). Is the Out of Balance Amount zero?
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If not, then the cause of the out of balance will be in the previous financial year(s). You will need to restore last
year’s backup and then search for the cause of the out of balance in the restored file.

For more information on this, please refer to the section further below.

Step 3 - Eliminate or narrow down date ranges where the transaction causing the out of balance took
place.

Finding the out of balance is simply a matter of finding the day the out of balance occurs. This is achieved by
continually customising the Payables Reconciliation report for a sequence of dates that allows you to systematically
hone in on the particular day.

Once the day is known, each transaction posted to the linked Payables account for that day can be checked. For
example:

1. Re-customise the report for 1/1/XX (the middle of the financial year). If the Out of Balance
Amount changes, then the offending transaction must be dated between 1/1/XX and 30/6/XX.

2. Re-customise the report for the 1/4/XX (halfway between 1/1/XX and 30/6/XX). If the Out of Balance
Amount doesn’t change, then the offending transaction must be dated between 1/1/XX and 1/4/XX.

3. Re-customise the report for the 15/2/XX (halfway between 1/1/XX and 1/4/XX). Continue re-dating the
Payables Reconciliation report until the Date the out of balance occurs can be identified.

Step 4 - Finding the offending transaction

Once the date that the out of balance occurs is identified, check the transactions for that day to find the offending
transaction.

In these examples we will find some of the transactions discussed above.

1. Go to the Accounts Command Centre, click Transaction Journals then click the All tab.
2. Enter the date identified in the previous step in both of to and from date fields.
3. We note the Purchase that has been directly allocated to the linked account for tracking Payables. Normally a

Purchase transaction would be posted to an Expense account but in this case both the credit and debit are
posted to the Trade Creditors account.

General I Dizburzementsz I Fie-:eip;s_l' Sales I Purchases I [ ety I All ]

Dated From: | 30/05/2005 To: [30/05/2005
I Fran: |— To: i—
[ ate |Cri Aocount Credit
(=3 A0/05842005 Purchaze; Hustan & Hustan Packaaging
Qooo0oo9 22000 Trade Creditors $30.91
Qoooooo 22000 Trade Creditors $9.09
Ooooooo9 B-1160  Freight Paid £90.91
Ooooooo9 23030 GST Paid $9.09

4. To fix this refer to instructions on page 4.
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5. Repeat the above steps for further out of balance amounts. In the next example an out of balance is
determined to have taken place on the 5/5/2005.

Gerneral I Disbursements ' Receiptz I Sales ' Purchazes I [rentary ' Al ‘

Dated Fror: | 05/05/2005 To: | 05/05/2005
|0 From: | To i
[rate ID# Account Dehit Credit
(=3 05/058/2005 Huston & Huston Packaging: Debit 000000710 &pplied
FJo00oo 22000  Trade Creditars $100.00
FJo00oo 22000  Trade Creditors $100.00

How are errors corrected?
Before you take steps to correct the error, you need to determine what the purpose of the original transaction was.

For example:

. A Purchase being allocated back to the linked Payables account may have been a simple mistake and can be
corrected by changing the allocation account to an Expense account.

e The Spend Money transaction allocated directly to the Trade Creditors should be deleted and replaced using
Pay Bills.

What if the error is present as at the start of the year and it relates to a transaction from a previous
financial year which has been purged?

If the transaction in question was from a previous financial year, it may not be practical to restore that year’s back up
and re-enter that data entered since then. An alternative may be to enter an adjusting general journal.

You would date the journal as at the first day of the current financial year. For example,1/7/2004. Every journal must
have a debit and a credit and therefore will affect two accounts. Obviously, one account will be the Trade Creditors
account. The question becomes what account the other side of the transaction should be posted to.

There are several options:

* You can restore the back up from the year in question and determine what account was used in the original
transaction and use that account again.

e You can post the transaction to 8-XXXX ‘Other Income’ or 9-XXXX ‘Other Expense’ account. This way they are
grouped differently on your profit and loss. (Not available for BusinessBasics or FirstEdge).

* You can create a ‘Suspense account’ and post the transaction to it.

You must consult with your accountant or accounting professional prior to performing any such
adjustment. The transaction may affect a BAS from a previous period. It will also affect other reports
including your profit and loss.

If you are unable to consult with your accounting professional at the time, the use of a suspense account may be the
best option. This way, the amount can be journaled out of the suspense account at a later time. In any case, it is
important to enter a meaningful explanation in the memo field of the journal so that the purpose of the transaction
can be understood down the track.

Disclaimer: This information is of a generic nature. For specific advice regarding your particular circumstances please
seek assistance from your Accountant.
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