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Course Description

QAD designed this course to cover the basics of preparing to implement financial modules QAD
Standard Edition (QAD SE). The course includes:

 Base and multinational data setup

Accounts receivable setup and use

Purchasing setup and use
Accounts payable setup and use
General ledger setup and use

Course Objectives

By the end of this class, students will:
« Know how to setup and run financialsin QAD Standard Edition

Audience

The audience for this course includes:
- Implementation consultants
« Members of implementation teams
« Operators

Prerequisites

The prerequisites for attending this course are:
« Initial QAD Enterprise Applications Setup training course
- Basic knowledge of:
« Hardware and network configurations
« QAD SE asitisused inindustry
 Working knowledge of:
« The manufacturing industry in general
 Accounting principles

Note Studentsthat are unfamiliar with QAD Enterprise Applications should read User Guide:
Introduction to QAD Enterprise Applications before attending this class.

Course Credit and Scheduling
This course is typically taught in five days.

MNQAD
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Virtual Environment Information

The hands-on exercises in this book should be used with the latest Standard Edition learning
environment in the Training workspace.

When prompted to log in, specify demo for user ID and gad for password.

Additional Resources

If you encounter questions on QAD software that are not addressed in this book, several resources
are available. The QAD corporate Web site provides product and company overviews. From the
main site, you can access the QAD Learning or Support site and the QAD Document Library.
Access to some portions of these sites depends on having a registered account.

http://www.qgad.com/

QAD Learning Center

To view availabletraining courses, locations, and materials, use the QAD L earning Center. Choose
Education under the Services tab to access this resource. In the Learning Center, you can reserve a
learning environment if you want to perform self-study and follow atraining guide on your own.

QAD Document Library

To access release notes, user guides, training guides, and installation and conversion guides by
product and release, visit the QAD Document Library. Choose Document Library under the
Support tab. In the QAD Document Library, you can view HTML pages online, print specific
pages, or download a PDF of an entire book.

To find aresource, you can use the navigation tree on the left or use a powerful cross-document
search, which finds all documents with your search terms and lets you refine the search by book
type, product suite or module, and date published.

QAD Support

Support aso offers an array of tools depending on your company’s maintenance agreement with
QAD. These include the Knowledgebase and QAD Forums, where you can post questions and
search for topics of interest. To access these, choose Visit Online Support Center under the Support
tab.

MNQAD
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Overview

QAD Standard Edition Financial Management

System Intfroduction Accounts Payable Vouchers
Basic Data Setup Accounts Payable
Multinational Setup Payments
(Cptional) 1092-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management

e [Opticnal)
Invoicing

Multinational AP (Optional)
General Ledger Setup
General Ledger

Cebit/Credit Memaos
Accounts Feceivable

Payments Transactions
Drcrﬁ_r-:mnlmgem%m General Ledger Reports
(Optional)

Multiple Entities (Optional)

Multinational GL (O ptional)
Purchasing/AP Data Setup Currency Dependent

Furchasing Rounding

QAD Standard Edition is a software package used by manufacturing and distribution companiesto
monitor their operations. In manufacturing companies, QAD SE keeps track of such things as raw
materials, labor, and inventory. Inside a factory, it schedules the movement of work, making sure
that you have the right inventory available at each work location and that the right amount is
available for sale when the product is finished. It also tracks distribution activities. recording sales
and purchase orders, receiving, shipping, and invoicing.

Multinational AR (Optional)

Almost every manufacturing and distribution activity has financial consequences, which iswhy
you are reading this. QAD SE not only tracks activities, it also records the financial effect of the
activities.

QAD SE isanintegrated system with three major parts: distribution, manufacturing, and financial.

Before we examine the actual financial modules, consider two examples of how an integrated
distribution, manufacturing, and financial system works.

Physical inventory is a process whereby you count all stock in your warehouse. Each item has a
value, whichisreferred to as the value standard cost. If you count the items and discover you have
more or fewer items than expected, this has an impact on assets. QAD SE automatically records
the discrepancy and updates the general ledger (GL) asset value to reflect the situation.

Shop floor control is a process in which you record actual labor time expended during
manufacturing. Every hour recorded increases the value of your work in process (WIP) and results
in an accrued labor expense. QAD SE automatically creates the appropriate GL entries.

MQAD
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QAD SE System Overview

Distribution Manvufacturing
* Inventory Confrol | * Work Orders
* Physical Inventory | * Shop Floor Conftrol
* Sales Orders/Invoicing * Repetitive
* Purchasing

Financial
Managemernit

* Accounts Receivable
+ Accounts Payable

* Generdal Ledger

* Multiple Currency

The essential quantity in financial recording is the account balance: the amount of money in an
account. In QAD SE, there are three kinds of balances: your company’s balances, those of your
customers, and those of your suppliers.

» Company balances are maintained in the General Ledger
 Customer balances are recorded in Accounts Receivable
« Supplier balances are recorded in Accounts Payable

All of these balances can be recorded either in the base currency or in any foreign currency. The
Multiple Currency module helps you manage the effects of changing exchange rates.

MNQAD
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From afinancia viewpoint, the goa of an integrated distribution, manufacturing, and financial
system isto produce financial statements, such as balance sheets and income statements.

Financial Systems Overview

i Distribution .:—r{MﬂnufUcturing‘

v

Financials Management

Accounts
Receijvable

Accounts
FPayable

. Multiple
Cumrency

A 4

General Ledger

Essentially, these statements define the activities of a company.

In the real world, many companies do not operate in isolation; they are part of a whole. Often,
several companies that are part of alarger corporation need to submit their financial statementsto
the parent company. The process of integrating thisinformation is called consolidation.

Even if you are only working within a single company, it isimportant to understand how this

financial data can be used by the other companies that you are working with.

MQAD
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Corporate Organizations

Financial Reporting
Company 1 Company 2

-—{I-..-t.:lr.-._u?.:ac.h_-rir-l_:l l Distibution }-——|[.fu-’--:urn.e'r:ac-m*n'u.:.l‘
]

Fircincial Firciricicil
Maragermeil Maragermeril

— =

Clistritbution

‘ Balonce shest ] ‘ Balance Sheet |
Income INCome
staterment Staternent

Balaree sheast | Consolidated
Incarmes

Slatermeni

The simplest corporate organization is a single company operating at asingle location. In this
situation, you use QAD SE to manage your manufacturing, distribution, and financial activities
and ultimately produce just one set of financial statements.

In QAD SE, we refer to thistype of organization asasingle financial entity that isrequired to
publish financia reports and file tax returns to the government.

Sometimes a company has factories or warehouses in several locations, but it still only needsto
produce one set of financial statements. In this case, the company is a single entity with severa
sites. In QAD SE, asiteisaunit used for inventory control and planning purposes, but it is not a
separate financial unit. In both of these situations you normally use only one computer system and
one database to manage operations.

MNQAD
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Domains

Corporate Organizations

Single Entity W

Single Entity T

Multiple Sites + Toronto L
Ottawa Warehouse Windsor Warehouse
Customer Customer

The domain concept in the database provides flexible implementation options for supporting
multiple business operations within a single database and eliminates the need for a single database-
wide base currency or database-wide control settings. The domain is essentially alogical partition
within asingle database. Any number of domains can be set up in one physical database—each
domain with its own base currency, chart of accounts, operating controls, document numbering,
and security.

Note A database with one or multiple domains can continue to connect to another database also
with one or multiple domains.

Some system administration functions can be managed across domains, such as defining users,
currency codes, country codes, menus, messages, and labels. Thisincludes the ability for asystem
administrator to control exactly which users can access data in which domains. All other data
updates take place within the context of a specific domain.
You can create two types of domains:

« Primary domains reference the current database.

« Connection domains point to domains located in other databases.
When you create a domain, you must associate it with a database. When you create a new primary

domain (database is your current database) in a multi-database environment, all databases must be
connected.

MQAD
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Corporate Organizations

8 =

Entity 5000 Entity 2000
Paris (Euro) Amsterdam (Euro)
Distnbution Site Warehouse

Entity 1000
Los Angeles (USA)

Corporate I i

' Entity 4000
Entity 3000 London (GBP)
Mew York (USA) Custamer
Marufactunng Piomt
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Domain Maintenance

Domain Maintenance

Use Domain Maintenance to define
domains in the current database.

Diamiain Mairtenance

@ GoTa = Achany * Copy = | =0 Primt % Frevew

Doy 10
Datsbace: DADDE
Masma| DOMAIM
Skt M) DO
Type
Propusth 5 efing:

Use Domain Maintenance (36.10.1) to define domains in the current database (primary domains)
and define connection records that reference domainsin other databases.

A domain represents a business operation with a single currency and chart of accounts. Each
database must have at least one domain and can have as many as you need. Each domain can
include one or more entities, one of which is designated as the primary entity.

Once you define domains, assign them to usersin User Maintenance. Each user has a default
domain. If they are assigned access to more than one domain, they can choose adomain at login.
Otherwise, they are automatically logged in to their assigned domain.

MQAD
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Domain/Account Control

Domain/Account Control

Domainfccount Control

W GoTo = Actions = Copy | =5 Pint 5 Preview

Venly GL Accounts
Bave Courency] usd
Eruity] 1000
Bank Accl Vabdation| |
Dok System Languape| s
Buacht Trah

Thefirst step in beginning to use QAD SE is to set up Domain/Account Control (36.1).

In QAD SE, control programs define how processing takes place within the system. This may be
as simple as maintaining the next customer number or as complex as defining product allocation
rules. Almost every module has its own control program.

Control programs should be initialized before using any module in the system. Most of the values
should not be changed once the system isin use. Accessto the control programs should be
restricted by password security.

You must set up Domain/Account Control (36.1) prior to entering any information into the system.
Thisisaspecia control program used by all modules of QAD SE. Mainly, it defines accounting
parameters such as currency, and default GL accounts.

Domain/Account Control (36.1) has two sections. The first section defines the entity, system base
currency, and system entity, bank account validation, default system language, audit trail, and the
server time zone.

MNQAD



14  Training Guide — Financial Management

General Settings

The following are general settings within Domain/Account Control (36.1):
Verify GL Accounts. Indicates whether the system should verify general ledger accounts and
effective dates when transactions are created in other modules
General ledger accounts are always verified in the GL module.

Use Verify GL Accounts to activate verification in all modules, such as AR, AP, Inventory,
Sales, Purchasing, Work Orders, and Multiple Currency.

If verification is activated, the system checksthat the account code, sub-account code, and cost
center code recorded in any transaction are valid The system also verifies that the transaction
effective date iswithin an open GL period.

Base Currency. Company base currency used for all financia reports. All exchange rates are
defined in terms of this currency.

Important Never change the base currency, once you start live processing because this can
cause account balances to be incorrect.

Entity. Set the system entity for the database, when using multiple databases.
The system entity is usually the primary entity, as defined in Entity Maintenance (25.3.1).

Important Do not reset this once live processing starts.

Bank Validation. Specify the check digit to usein the bank account validation routines, if any.

The value of the field must be 11, 12, or <blank>. If you enter eleven [11] or twelve[12], the
system validates bank account numbers according to European standards.

If you are not using bank validation, leave thisfield blank.
Default System Language. The default language you want the system to use.

Audit Trail. Specify whether the system should keep an audit trail of changes and deletions to
unposted GL transactions. The audit trail ensures that no unmonitored changes are made to the
unposted GL transactions.

MQAD
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Default General Ledger Accounts

Domain/Account Control — GL Accounts
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The second section of Domain/Account Control defines default GL accounts, sub-accounts, and
cost centers that are accessed by many maintenance functions.

Each account is identified by an account code, an optional sub-account code, and an optional cost
center code. General Ledger Control (25.24) determines whether sub-accounts and cost center
codes are used in your database.

Itiscritical to understand where each of these account codes are used by the system. Aswe enter
data, you see these accounts; set up correctly, they can streamline data entry and minimize errors.

Multiple Currency Accounts

Currencies are defined at the system level in the application database. You must define at |east one
currency, and specify the base currency for each domain in Domain/Account Control. Other setup
isrequired if you use foreign currencies or if you have multiple domains with multiple base
currencies.

When using foreign currencies, you must specify the default unrealized exchange gain and loss
accounts, and realized exchange gain and loss accounts. These account codes display as the default
accounts for currencies entered in Currency Maintenance (26.1).

In some countries, it is necessary to record unrealized exchange gains and losses and realized
exchange gains and losses in separate accounts.
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Intercompany Accounts

For multiple-entity transactions, you can set up intercompany debit and credit accounts to track
amounts for any transactions between entities. Each entity can have its own set of intercompany
accounts for four types of transactions:

« Accounts Receivable
« Accounts Payable
o Fixed Assets
« Inventory Control
You can specify default intercompany accounts in Domain/Account Control. The default accounts

are used by Entity Code Maintenance to simplify the setup of intercompany accounts when
multiple entities are maintained in one domain.

When atransaction references more than one entity, the system automatically creates the required
intercompany balancing entries using these accounts.

Sales, Purchasing and Department Accounts

The Domain/Account Control also lets you set default accounts for:
- Sales
« Accounts payable
 Departments
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Training Database and Company

The database for this class has been preloaded with data for the Quality Products Company. We
use some of this data for the course activities.

The Quality Products Company manufactures and distributes mechanical pencils and refill
products. These products are packaged and sold to retail stores and office supply distributors.

Based in US Quality Pencil isawholly owned subsidiary of alarge company. It preparesits own
financial statements and provides the holding company with general ledger (GL) results for
consolidation. The company’s manufacturing operations are based in Los Angeles, California, and
branch sales offices are located worldwide.
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Terminology

Terminology
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Understanding some basic terminology will help you to use QAD Standard Edition.

field. A single piece of electronic information such as a quantity or item number. One or more
fields make up arecord.

Example the name WHITEHEAD

frame. An area of an QAD SE screen containing fields and surrounded by a border. Datais
grouped within frames; usually fieldsin aframe arefor similar data. Highlighted fields arefilled in
with adifferent color (lighter, darker), reverse video, or underlined, depending on the type of
terminal you are using.

window. A window is a specia frame that displays only with certain control settings.

Example If you select Display Weightsin Freight Control, a pop-up window prompts you to
enter additional freight details.

Note You can only change (typein) highlighted fields. If you try to type anywhere else, the
terminal beeps at you.
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Using QAD Standard Edition

You have the ability to use QAD SE in aWindows™ Interface, in character mode, viathe Internet,
or using the .Net Ul interface. For more information on how to use QAD SE in either mode, refer
to the User Interface Guide. Here you find detailed information and activities for both types of
modes. Examples of some of the topics discussed are:

« Signing on and using menus
 Screens

- Field and procedure help
 Keyboard commands

Training Database and Company Description

The database for this class has been preloaded with data for the Quality Products Company. You
will use some of this datafor the class activities.

The Quality Products Company manufactures and distributes mechanical pencils and refill
products. These products are packaged and sold to retail stores and office supply distributors.

Quality Pencil isawholly owned subsidiary of alarge company. It prepares its own financial
statements and provides the holding company with general ledger (GL) results for consolidation.
The company’s manufacturing operations are based in Los Angeles, California, and branch sales
offices are located worldwide.

MNQAD



20  Training Guide — Financial Management

QAD Enterprise Applications Menu Structure

- - .
QAD Enterprise Applications Menu Structure
= L% [hglid .
sl Puchasng
%oy Oeclarn £ Irmvoaces
S E—— # i) Confguted Paoduct
3 Applkation At
Mlerns £ parch = % Mared achasg
) | Drtirbnitan £ 1) Prodhuct St
y M schrng # (0 Poutegn /wios, Corim
b Eraruit Formds / Process
& l‘l:::’:l"’i—mrn # 13 Wk, Drees e r:w.
Fginer [t — L ke Flee Coniel & = :-w::‘l.:?:
P Repatirs = ity Change
1 T - e a7 Grarent il Lpndper Sotup Mer
iawie Hiteh oty ¥ (7 Gieresl Lacger Budgets Menu
s i ¥ 1 Fooseast & Masie Flan _ L
[ e Wrerisl Flgety Plan o 3:5:-0; M o
Jveage I e 177 Gersmg Lesger Tramaseenmd Mevas
Froceunss &= "» Fnancish 0 Geeresial Ledger Heports Mers
ek i [ Ganarsl Lesom Cusslors Ragcats Wi
o S 1 Mgk Cumency 3 Toaracton Ingo/E oo Mem
~ P 4 1.5 Aot Receroabie 71 L Flepon wWiis
LasurMynbac (] Agcounts Fapabie i, Gorweal Ledios Corel
— j et Mg 1 Eaerial Loiger Llifms
4 (3 CaahManagemant
< Foowed Auzsedy
e ™ Mim Dt
" gl £ ey
LT Aukiorsaws /T wees
Ievesreniy Contsl
o Mg Funchon:
MQAD
Menus

Menus are lists of screens where you can look up or input data or access submenus.

Maintenance

Maintenance screens enable you to add, delete, or modify data. We recommend that you set up
security for most of these.

Inquiry

Inquiries enable you to review data on the terminal without changing it. A number of fields can be
selected for inquiries; when the fields are left blank, all items are selected and displayed. You can
also send inquiriesto a printer or file.

Report

Reports enable you to send data to a printer or file and usually contain more information than
inquiries. Normally, they also have one or more selection criteria (From: and To:). You can use
these values to define the range of items selected for the report. Most reports can also be viewed on
the screen, but may not format correctly on some terminals.
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Using QAD Standard Edition

You have the ability to access QAD SE using four user interfaces (Uls):
» QAD Enterprise Applications for Windows.

This graphical user interface is designed to run on Windows clientsin both UNIX and
Windows client/server environments.

» Character mode.

Thisisthe origina user interface. It is primarily intended for UNIX-based environments with
character clients.

« QAD .NET UI.

Thisisacommon Ul framework for multiple QAD applications. Because the Ul is based on
Microsoft .NET technology, it incorporates familiar Ul metaphors, reducing the need for users
to learn how to navigate QAD applications.

For more information on how to use QAD SE in either mode, refer to the User Interface Guide.
Here you will find detailed information and activities for both types of modes. Examples of some
of the topics discussed are:

« Signing on and using menus
» Screens

- Field and procedure help
 Keyboard commands

Select appropriate topics/activities based on which interface you are using and how advanced is
the class.
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Exercise 1: Preliminary Setup

1

2

Change Workspace to Train if necessary.

Use Domain Maintenance Browse (36.10.2) to verify that the domain is Train with the name
Training QADDB.

Run Database Sequence Initialization (36.16.17).
Run Reason Code Maintenance (36.2.17)

Fied Value
Reason Type Esig
Reason Code APPROVE

Use GL Calendar Browse (25.3.5) and search using the current year.

If the current year is not there use GL Calendar Maintenance (25.3.4) to create a GL for the 12
periods of the current year.

Note Ignore Entity in second frame, creating a new GL crosses al Entities.

Use GL Caendar Browse (25.3.5) to verify that you have created a GL for the current year.
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Overview

QAD Standard Edition Financial Management

system Introduction Accounts Payable Youchers
Basic Data Setup Accounts Payable
Multinational Setup Payments
(Optional) Lo 1099-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management

_ [Optional)
Invoicing

Multinational AP (Optional)
General Ledger Setup
General Ledger

Cebit/Credit Memaos
Accounts Feceivable

Payments Transactions
DFCTfT_ Management General Ledger Reports
(Optional)

T P '| Multiple Entities (Optional)
Aviinational AR {Qpticnal Multinational GL (Optional)

Purchasing/AP Data Setup Currency Dependent
Furchasing Rounding

Before you can begin to process financial information in the system, you must set up some of the
basic data used throughout the system. Thisdatais used by sales, purchasing, and accounting, and
includes:

» Your company address for printed documents.
 Credit termsfor orders—both purchase orders and sales orders.

Tax information.
« Product lines and items, and their costs and tax rates.
 Sitesfor inventory storage and valuation.

Printed Address

The company name and address can be printed on purchase orders, sales quotes, sales orders,
invoices, and customer statements. Use Company Address Maintenance (2.12) to set up each of
your own company locations.

You can also set up your company name so that it appears on QAD SE screens and reports. Notice
that the name Quality Pencil Company appears at the top of the Main Menu screen.

~reports

The ~reports code defines the company name that is printed at the top of all QAD SE reports.
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Compuarry Addoris Matnlehancs
w GaTa = Ao -
Campany Addredd
Address: QO0IO0DLY
Mama: AD Ine
Address: 100 tnnovetion Flece
Addrass
dddread

City: Sanla Bastara

afEntion:
Telephana: +1 805 566 G000
Fas/Telex; +1 805 566 4203

Tas Repsrti

Counitry: Unded Stakei ol Aimerica

Company Name and Address

Cistn: A i Post: FI0ST

A Caurdy
Artention:
Tl
FasTebex:
Hamae Centrall

Farman: o

Ext:

Last Filng:

Use Company Address Maintenance (2.12) to set up addresses for each of your company sites.

Define at least one company bill-to and ship-to address for purchasing.

A company address code must be assigned to each entity in Entity Code Maintenance (25.3.1.1).
The details associated with the address code are printed on draft payments from that entity. In the
United States, the address code is also used to access the correct address information for 1099-

MISC tax reports.

Your company hame and address automatically prints on quotes, orders, and invoices.
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Bank Maintenance
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Use Bank Maintenance (26.13) to set up bank codes. Bank Maintenance records information about
your company’s bank accounts, primarily information controlling where amounts are posted in the
General Ledger and how payments are processed.

Bank codes designate bank accounts for receiving customer payments, sending out AP payments,
and paying employees. Bank codes are defined by entity and currency, and some AR reports sort

by bank code.
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Multiple Bank Codes

Bank codes are not the same as bank accounts. You can assign several bank codes to the same bank
account, for example, if you process both handwritten and automatic checks on the same account,
or if you process transactions in multiple currencies on the same account. You can also use
multiple bank codes to maintain separate sequences of payment numbersif you process both drafts
and checks from a single bank account. Up to two bank accounts can also be specified for each
bank code (for example, one account used for printed checks and the other for electronic funds
transfers).

To handle Electronic Funds Transfers (EFTSs) or other Electronic Data Interchange (EDI)
transactions, you can define another set of records that identify the bank accounts of your
customers and suppliers. Using Customer/Supplier Bank Maintenance (2.21.1), you can specify
bank account numbers, account types, and EDI formatting information.

Note QAD SE requires customization for complete support of EFTs and other forms of EDI
processing.

Cash Book

Use Cash Book Maintenance (31.13) to record cash inflow and outflow by bank account, in
environments where wire transfers are common. When payments are received or created as printed
checks, each payment is recorded directly in QAD SE. The system automatically updates system
records from this information, including supplier and customer balances and the GL cash account.

Wire transfers are processed by the bank rather than the company, so there has to be away of
recording the payment to update system records. QAD SE does this by maintaining bank
statements in an on-line cash book. When the bank sends a statement—often daily— payments
and other amounts, such as processing fees or interest are recorded in the cash book. The
information on the statement then updates system records.
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Credit Terms
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Set up credit terms codes in Credit Terms Maintenance (2.19.1). The system uses credit terms
codes to calculate the default due date, discount date, and discount for any goods and services
bought or sold. Each of these fields can be overridden manually. Credit terms codes are also used
for processing customer payments, debit/credit memos, vouchers, and checks. Due dates and
discount dates can be fixed, or calculated from the invoice date, end of month, end of fortnight, or
end of week.

For sales order credit management, the system uses the terms code to identify overdue invoices.
On invoices, the terms code is used to calculate due and discount dates. On vouchers, the code
determines discount dates and payment discount amounts. After an invoice is posted, accounts
receivabl e uses the credit terms code to cal culate finance charges and discounts, review credit, and
generate agings, statements, and dunning letters.

You can define credit terms with multiple due dates. First, create a code for each due date
condition; then create a code that rolls up the multiple terms. The above screen shows the terms
code 2-30/60, which has multiple due dates indicated by codes 2/10-30 and 2/45-60.

Proximo Terms. Proximo terms are atype of credit term used in France and some other
countries. They enable you to manage due dates so that you process most payments only once
aweek, once afortnight, or monthly, ensuring that customers have adequate time to pay.
Specify the minimum number of days that must elapse between the invoice date and the
payment due date.
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Base Date. Specify abase date asthe start date for due date calculations. Do thisin situations
where goods are shipped in advance of a negotiated invoice date but payment is made relative
to the invoice date.

In hyperinflationary environments, it is a common practice to offer afavored customer a due
datethat is later than the standard due date. These free days are not subject to credit terms
interest. You can specify these days as Base Days in the credit terms code.

Credit Terms Interest. Specify acredit termsinterest percentage for recalculating line item
prices. You can aso give favored customers a grace period on the payment due date by
specifying the base days.
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Global Tax Management

Global Tax

Tax Parameters
Tax Type — What kind of taxe
Tax Class — Customers, Suppliers, l[tems, efc
Tax Usage - How are items usecd?
Tax Base - What % of sales price is taxable?

Tax Jurisdiction
Tax Ione - Geographic Region

Tax Environment
Which taxes apply when shipping from zone fo zone

Tax Rate
What % based on Tax type, class, usage, and tax date

QAD SE calculates sales tax on purchase orders, most sales transactions, accounts receivable
DR/CR memos, and accounts payable vouchers. How it calculates sales tax depends on how you
set up your tax information. You must set up Tax Management before creating customer and
supplier records or calculate tax on transactions.

GTM by Tax Zone

In Global Tax Management (GTM), the system first identifies the taxes that apply to the ship-to
and ship-from tax zones. It then selects tax rates based on the transaction tax date and the item or
transaction tax class and usage codes (if any). Tax rates and other information are set up in Global
Tax.
Before setting up and using GTM, there are some business issues that users need to consider:

« What types of taxes are required for your business

- What tax rates are required for your customers and suppliers

Setup Process

At ahigh level, to set up GTM you must define:
» Tax jurisdictions and tax zones
» Tax environment elements and tax environments
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« Tax bases and tax rates
Within each area, there are additional e ements to define.
Note Global Tax Management is described in detail in the User Guide: Master Data.
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Product Lines

Product Lines
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Before setting up item records for finished goods, you need to define the product lines to which
they belong.

A product lineis simply a grouping of items. Usually, the grouping is by similarities of
manufacture or application and used primarily for planning and accounting purposes. For example,
you might set up one product line for raw materials and another for finished goods.

Taxes are based on the transaction tax environment, tax usage, and tax class. The tax environment
represents the set of tax types that applies to the ship-from and ship-to sites/addresses and the
customer tax class.

A tax status of Yes does not necessarily mean atax amount is calculated. You can use tax typesand
zero-percent tax rates to report tax exemptions.

A product lineis considered taxable on transactions only if both the product line and the
transaction are taxable. Nontaxable product lines on taxable orders are not taxed. Taxable product
lines on nontaxable orders are not taxed either. The tax status of a transaction defaults from the
customer or supplier, not the product line.
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Tax Class

Tax classes group items taxed at specific rates or that are tax-exempt. Tax classes help determine
the default tax environment (set of tax types) for the transaction.

GL Accounts

A product line also links items to GL accounts, sub-accounts, and cost centers to ensure that all
transactions for an item are included in financial reporting for sales, cost of goods sold, purchases,
work in process, inventory, and so forth. These accounts default from Domain/Account Control.
The sub-accounts and cost canters default from the first frame in Product Line Maintenance.
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Product Lines (Continued)

Irsripry hnoount Myisl prases X ‘

L R A

Laley Aesasrs MantEnanze °
Pt Lina: W83 L
Sk ITEGE L Tnarga
Liscation
Frisdesl L ¥900 Fop Sprmlilery
e Sis: 15000 %an Crega Acta Prodocts
Oletlt Cart. Curinr Custorar Type Superstare
Channe
lowenkary Aect: 550 450
o st BHE a5 DCifaust Sul. Aesass Crémrmads
Ui Diicret hoct- SHm0 a50 Deafah Cort Canter Grride
Sl By mher Aosd. F558 450

Eales Aroomt; 3000 agn oond
Sales Drac oot 1900 a0 fEd
COeFE Mpbenal Aoct: S0%0 458 {5kl
CEGE Burden Adct: HERD 452 {4 H
COGS Labor Acet! GBED 450 nata
GOGT Drafieed Aodh HEPY 450 Lk
SO0 Subuariret At 5070 P poze

erbrerad B evema

Aorumd e

Ewpatiida Dud Aocoynt: 7410

In some organizations, inventory is stored in several different physical locations or sites. These
sites may be separate manufacturing facilities or simply storage warehouses. Inventory balances
can be maintained by site, as can inventory value. Further, in the Cost Management module,
different cost sets can be assigned to each site.

Inventory Account Maintenance (1.2.13) you to specify the GL inventory, scrap, and inventory
discrepancy account codes for a product line by site and location. For example, you might want to
designate a separate account for a scrap location. The accounts defined here override the default
product line accounts.

Similarly, Sales Account Maintenance (1.2.17) enables you to specify the GL sales, sales discount,
and cost of goods sold accounts for a product line by site, customer type, and channel
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ltems and Products
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In QAD SE, items are defined using functionsin the Item Data menu. All of the itemsthat you buy
or sell are set up here, along with their description, price, tax status, and standard cost. The priceis
used as the default selling price and the standard material cost appears as the default purchase unit
cost. These standard costs are used by the General Ledger module and are called GL costs.

QAD SE isusualy operated as a standard cost system. The essential idea of such a system isthat
all inventory transactions are booked at asingle cost, called the standard cost. Differences between
actual and standard costs are called variances. If you have purchased the optional Cost
Management module, you can also base your GL costs on average cost rather than standard, but in
this class, we cover the basic QAD SE system, which uses standard cost.

To describe how variances work, picture a purchased item. The standard unit cost is 10.00, but the
itemis purchased for 12.00. When the item isreceived, inventory is debited at the standard cost of
10.00 and PO receiptsis credited for the purchase cost of 12.00. The remaining 2.00 is debited to
purchase price variance. We cover purchasing and AP variances in more detail later on.

The standard cost should be as accurate as possible, because inventory and margin cal culations use
that cost. In general, standard cost is updated once ayear; during the year, actual costs may vary. In
QAD SE, current cost is regularly calculated and displayed next to the standard cost.

The Sales Order Repricing (7.1.11) and Purchase Order Cost Update (5.19) enable you to maintain
prices and costs for existing, open transactions. Thisis helpful in hyperinflationary environments,
where prices fluctuate frequently, potentially creating large variances.
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Exercise 2: Enter Basic Company Information

Enter Your Company Address

The company address for the Quality Products Company has already been entered into the system.
Personalize your database by substituting your company name and address in each of the address
codes. In this exercise, you will enter your own company name and address into the company
addressfile and set up the screens and reports to display your company name.

1 InCompany Address Maintenance (2.12), click in the Address field and press the Down arrow
until address code 10000000 displays.

2 Replace the name Quality Products Company with your company’s hame.

3 Inthe Addressfield, use the Down arrow key to access the address codes ~reports and enter
your company name for each code. This ensures that your company name is displayed at the
top of all menus and at the top of al reports.

Bank Maintenance (Optional)

In this exercise, you will create a code for a company bank account. In QAD SE, bank codes
determine the bank account used to process AP and AR transactions, and suppliers have default
bank codes for remittances.

1 InBank Maintenance (26.13), set up bank code FN at the First National Bank.

2 Enter USA asthe country code, the bank account as 1040 and accept the default values
displayed for the entity, GL accounts, and currency.

The payment in process (or cash in transit) account is optional and can be used to track
payables that have yet to clear the bank.

Draft accounts can be specified for this bank if you pay invoices or accept paymentsin the
form of drafts. Drafts are used in many countries in place of checks.

For reference purposes, you can also enter tax or EDI information for this bank.

Credit Terms

Before using the sales orderg/invoicing, purchasing, accounts receivable, or accounts payable
functions, you must set up the credit terms you use. In this exercise, you will first review the credit
termsthat are already in the database and then enter some of your own.

Credit Terms Browse

1 Usethe Credit Terms Browse (2.19.2) to review the credit terms that have aready been set up
in the training database.

Credit Terms Maintenance

2 In Credit Terms Maintenance (2.19.1), add a new credit terms code:
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Terms Code: 2/15N45

Description: 2% Discin 15/Duein 45
Multiple Due Dates Leave Blank

Disc Pct: 2

Disc Days: 15

Disc Date From: 1

Due Days: 45

Due Date From: 1

3 Add four other credit terms codes:
a Entireinvoice amount due 20 days from the date of the invoice.
b EOM20: The entireinvoice is due on the 20th day of the next month.

¢ 50/50: Half of the invoice amount is due upon receipt of the invoice (credit term code 0)
and the balance is due in 20 days from invoice (credit term 20D).

d 30/10: Entire invoice is due 30 days from the date of the invoice, plus 10% terms interest.

Items and Products

When you implement QAD SE, you set up records for most of the items you buy and sell
(inventory items). In this exercise, you will review the product lines and items already in your
training database and set up a product line for promotional materials and an item record for
product brochures.

Product Line Inquiry
1 Usethe Product Line Inquiry (1.2.2) to review the product lines that are already set up in the
training database. To which GL account code and cost center are sales of pencils posted?

Product Line Maintenance

2 In Product Line Maintenance (1.2.1), enter anew product line, 9999, for promotional
materials. This product line is non-taxable. All sales of promotional materials are posted to
account 3000, cost center 0100.

Prod Line: 9999

Description: Promotional Material
Taxable: No

Tax Class: blank

Sales Account:

CC: 3000 - 0100

Item Data Maintenance
One of the promotional items you supply is product brochures.

3 InItem Data Maintenance (1.4.3), set up an item record for these. Enter only the following
values; leave the remaining fields blank.
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Item Number: 99-9001

UM: EA

Description: Product Brochure
Prod Line: 9999

Item Type: FINGOOD
Group: PUR

Item Cost Maintenance

4 Use Item Cost Maintenance (1.4.9) to enter the price and GL cost of the product brochures.

Item Number: 99-9001
Price: 25

Tax: No

Tax Class: blank
GL ThisLevel

Material: .07

Item Cost Maintenance (1.4.9) can also be used to record an item’s current cost. Optionsin the
Inventory Control program and the purchase order enable the system to update an item’s current
cost after every transaction.

Using Sales Order Repricing (7.1.11), you can also maintain current price data on existing open
sales orders.
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User-Specific Languages

QAD Standard Edition Financial Management

system Introduction ' Accounts Payable Vouchers
Basic Data Setup | 2. Accounts Payable
3. Multinational Setup Payments
(Optional) 4. 1099-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management
Invoicin IDptond)
N . 2 . Multinational AP (Opticnal)
Cebit/Credit Memaos 5
] General Ledger Setup
Accounts Receivable
EN——Y General Ledger
Y Transactions
Drc::”r_ Management General Ledger Reports
(Optional)

R ) Multiple Entities (Optional)
Multinafional AR {Optional) Multinational GL (Optional)

Purchasing/AP Data Setup Currency Dependent

Furchasing Founding

In amulti-language environment, you can set up QAD SE so that screens display and reports print
in the user’s native language. For example, in Switzerland, users on the same database might want
to work in French, German, or Italian. User-specific languages are set up in Language Code
Maintenance (36.4.1) in the Manager Functions module.
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Multiple Languages

Multiple Languages

Liaes Malndsnancs

W GoTo = Ation =
user 1D: gad Usar Name: QAD User
Language: us - Wanant:
Country Code: usa . Rastrictad:
Wier Type: Cmployes Diceid Location: FRIMARY
Time Zone: PETRDT
F-maml Dad

E-mall Address: | q_demo@helmalcom
Menu Style: A LA leams B - Tear O € - Characlss )
Menu Substitution

Rarriark:

Sysiem Access

Ardiva Lak Lagon; BIL72008 =1 Blel] FET/POT
Active Beason: QAD_DEF QAD Defsult
Farcn Passward Change:
Upilate Pagtwiord Laat Pagomand Change: 4102007

You cannot see screens and reportsin a particular language unless your company has purchased a
version of QAD SE trandated to that language.

Throughout the system, you can record comments for customers, suppliers, and transactionsin
multiple languages. You can also select some documents, such as AR dunning letters, to print
based on language.

Although fields on a screen or report appear in a particular language, the data you enter in the
database is not automatically trandated. Item descriptions and other user-defined data appear
exactly asthey were entered.
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Multiple Currencies

Multiple Currencies

Currencies
|
| | | | } |
. =L Supplier
Entities [l accounts HEas Suppliers Banks Custonmers

A
s0les Order
Irwolces
aRSEEY

Furchose

Crclers
sl
TI'::Jf'IE.!:J':.rIIDI'I'S AcCcounits
Payakble

Exchange Rates

Accounis

CEielola] | rorsactions |

Your company’s base currency is specified in Domain/Account Control (36.1). The base currency
isthe currency in which all financial results are reported, and it is the default currency for
transactions.

However, when you are doing business in other countries, you can specify aforeign currency on
any transaction. To simplify transaction processing, you can assign the following to a specific
currency:

 General ledger entities and accounts
Bank accounts

« Customers

Pricelists

Suppliers and supplier quotes

In the general ledger, separate cash and exchange gain/loss accounts are often set up for each
currency. This enables you to maintain separate balances by currency and bank account.

When you specify the default currency for a customer or supplier, the system can then suggest the
default currency for atransaction. For example, if purchase orders for a supplier in New Zealand
arenormally issued in New Zealand dollars, you can specify this currency in the supplier record.
Any POsyou create for that supplier then default to that currency.
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Currency codes and exchange rates are defined in Currency Maintenance (26.1) and Exchange
Rate Maintenance (26.4). You can set up exchange rates between any transaction currency and the
system base currency or an entity currency.
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Exchange Rates

LAITEncy.

Description
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Itiscommon today for business organizations to purchase goods from and sell goods to companies
outside their own national borders. Asaresult, accommodating foreign currencies and establishing
exchange rates is a common business practice.

Exchange ratesin QAD SE are expressed as a two-part ratio representing the calculation required
to convert one currency amount to another. Currency codes and exchange rates are used for orders,
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1.0
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i ]

Cur 21 Py

JPT Units

10718814
10730014
107 38814
10720114
1er.aeila
10720814
107 36834
10728114
18736114
107 18814

Jspanese ren

transactions, and GL accounts.

Exchange rates are effective over a period of time. You enter the rate with a starting and ending
effective date. These periods are inclusive and cannot overlap. Some companies enter exchange
rates daily, weekly, monthly, or quarterly, taking an average or estimate of what they expect the
rate to be. Be aware that the exchange rate must be entered or updated before any activity
involving those rates can take place. Changes to exchange rates do not affect any previously

created transactions.
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Spot Rate

On foreign currency transactions such asinvoices and vouchers, the system uses the exchange rate
for the transaction effective date. A specific exchange rate (spot rate) may be entered on some
sales, AR, purchasing, and AP transactions.

Banks

A separate bank record must be defined in Bank Maintenance for each currency in which you plan
to receive cash or make payments.
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Exercise 3: Currencies and Bank Accounts

In order to process transactions in aforeign currency, you must first define the currency code,
exchange rate, GL cash account, and foreign currency bank account.

In this exercise, you will review some existing exchange rates, then set up an exchange rate for
USD to New Zealand dollars (currency code NZD). Then, you will create a GL account and bank
account for NZD.

Currency Maintenance

1 In Currency Maintenance (26.1), set up a currency code for New Zealand dollars.

Currency Code: NZD
Description New Zealand Dollar
Rounding Method: 2

Note Check Active Box

Exchange Rate Maintenance
2 Today, you can buy 1.6 New Zealand dollars (NZD) for one US dollar. In Exchange Rate
Maintenance (26.4), enter an exchange rate for today’s date.

Account Code Maintenance

3 In Account Code Maintenance (25.3.13), set up a GL cash account for New Zealand dollars.

4 Enter the following information:

Account: 1047

Description Cash - New Zealand
Type: A (asset)

Currency: NzZD

Format Position: 11120

Active Yes

Note Check Active Box.

Country Code Maintenance

5 In Country Code Maintenance (2.14.1), enter a country code for New Zealand.
Code: NZ
Name: New Zealand

Bank Maintenance

6 InBank Maintenance (27.6.1), enter a new bank account for New Zealand dollars:
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Bank: NZ

Description New Zealand Bank
Country: NZ

Next Check: 000500

Currency: NzZD

Bank Account 1: XY 8764

Entity: TI00

Cash Account: 1047

Payment in Process: 1047
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The payment in process (or cash in transit) account is optional; you may want to use it to track
payables that have yet to clear the bank.

The exchange gain/loss account tracks realized gain/loss relative to USD on NZD payments.

We will discuss exchange gains/losses later in the class.
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Overview

QAD Standard Edition Financial Management

system Introduction - Accounts Payable Vouchers
Basic Data Setup Accounts Payable
Multinational Setup Payments
(Optional) Lo 1099-MISC Reporting
Accounts Receivable Data (Optional)
Setup AP Draft Management
Invoicin (Opional)
IVOIC
. _g . Multinational AP (Optional)

Cebit/Credit Memaos .

] General Ledger Setup
Accounts Feceivable =

General Ledger

Payments

Transactions
Draftt Management

(Optional)
Multinational AR (Optional)

General Ledger Reports
Multiple Entities [Opticnal)

Multinational GL (O ptional)
Purchasing/AP Data Setup Currency Dependent

Furchasing Rounding

This section describes how to set up data for use in the invoicing and accounts receivable
functions.

In discussing accounts receivable, this course uses aflow showing how to create an invoice, post it
to accounts receivable, and process the customer payment. Along the way, we see how salesperson
commissions are recorded, how freight and other charges are billed, how taxes are cal culated, how
prepayments are processed, and how credits are managed.
Before using accounts receivable, you must set up:

 Salespersons and commission rates

« Customer names, addresses, and credit information

» Customer shipping addresses
Freight, service, and special charges
Control values for sales orders and invoicing
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Salespersons and Commissions

Salespersons and Commissions

Custormer Salesperson
(1-4 solespersors) {commission &)

| I J
+

Cammission Detail
(cormmission % by
custamer & procduct)

|

Sales Orders/
Invalcing cand AR

Produc! Line

Comrmissior
| Repor

Rerort

Shiprments ‘ Paymenis

When a sal esperson gets the credit for an order, acommission is earned as a percentage of the line
item, exclusive of trailer charges.

Set up salespersons in Salesperson Maintenance (2.5.1). Enter their names and addresses, along
with their normal commission percentages.

Note These are simply the default commission rates for the salesperson. You can override this
commission rate during sales order entry.

The system maintains sal es bookings and shipments by salesperson and enables you to print
reports listing commission amounts by salesperson. Commissions are calculated and listed on
these reports; however, they are not posted to Accounts Payable for payment; this must be done
manually. Commission payments can be processed in either the Accounts Payable or Payrall
modules.

Salesperson Shipment and Payment Reports

The Salesperson Shipments report (2.5.15) listsinvoices that have been shipped and credited to
each salesperson. This makes it possible for you to cal culate commissions based on shipments.
The Salesperson Payments report (2.5.16) lists invoices that the customer has paid and that have
been credited to each salesperson. Unapplied payments are also listed. This makesit possible for
you to pay commissions only after the customer has paid the invoice.
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Customer Data

Customer Data

Cisranss Mrrtananca
LR L Pty =
Tustoemer Addeeas

Cailtgesar: 101800

Miiwven: | CENTURY 1RALLIALE

Amprhom . i Gdteel [agi M Pty

Customer Maintenance (2.1.1) is used to set up and maintain information about customers. You
can set up both the sold-to and bill-to addressesin Customer Maintenance, and ship-to addressesin
Customer Ship-to Maintenance (2.1.13). These values then default to new orders and invoices.

You can assign customer address codes manually or leave the Customer field blank as you enter
new customers, and the system assigns a number. You enter abeginning value for system-assigned
codes in Customer Control (2.1.24).

Note To correctly calculate taxes based on this information, you must enter the city, state
(province), and county using the exact spelling used in tax records.

Format. The Format field determines whether a customer’s postal (Z1P) code appears on
documents before or after the city/state. In some countries, the postal code appears before the
city (for example, 75000 Paris). 0 indicates that the code appears after; 1 that it appears before.
The format defaults from Addresses/Taxes Control (2.24).

Sort Name. Customers are normally sorted a phabetically on reports. This can be changed
using the Sort Name field in Customer Maintenance (2.1.1). For example, if Quality Pencil
Company has a customer called The Card Store, you can enter the sort name as Card
Store, The.

Site. The Site field in the Customer Data frame identifies the site from which ordersfor this
customer are normally shipped. The site“ Train” isthe default site in the training database.
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Audit Report

Whenever you change a customer record, QAD SE generates an audit trail of the old and new
values. You can print this audit trail using the Master Data Audit report (36.17.1).
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Customer Data

Customer Data - Continved
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The second section of the Customer Maintenance screen records default sales information, such as
the customer’s sal esperson, the currency for sales orders, and the accounts receivable GL account.
You can also assign a default price list to each customer.

Customer Tax Data

Taxes are based on the transaction tax environment, tax usage, and tax class. The default tax
environment represents the set of tax types that applies to the ship-from and ship-to sites/addresses
and the customer or supplier tax class.
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55

Gl Waird Frunce %
w GaTn = e
Customer Address

Cuflamearn: 100L000Q

Hamé

Address;

Credit Limit;
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Credit information can be set up for each customer and accessed during order entry, invoicing, and

collections.

Credit Limit, Credit Hold. The Credit Limit field lists the customer’s credit limit. If a
customer’s order plus the customer’s AR balance exceeds the credit limit, awarning appears
during order entry and shipment. You may respond by placing an order on hold. If the
customer is on hold, sales orders are automatically placed on hold as they are entered and
pick/pack lists cannot be printed. The credit hold does not prevent shipping or invoicing.

You can update credit limitsfor arange of customers based on percentages or the time elapsed
since credit limits were changed.

PO Required. Indicates that a PO must be specified before sales orders can be created for this
customer. If Yes, the sales order line item frame cannot be accessed until a purchase order is
specified for this customer.

Discount. If the customer normally receives an order discount in addition to price list
discounts, this percentage is entered in the Disc% field. The discount percentage must fall
between -99.99 and +99.99 percent. Accessto thisfield may be password restricted.

Finance Charge Dun Letter Statement. Customers who are liable for finance charges should
have Finance Chg set to Yes. It is aso possible to flag customers to receive dunning letters for
past dueinvoices. Customer statements can also be printed. Statement Cycleis used to identify
how often they are to be printed, such as monthly (MO) or quarterly (QT).

MNQAD



56  Training Guide — Financial Management

System - Maintained. Thelast four fieldsin the Customer Credit Data section display the latest
data on the customer's high credit, high date, last sale date, and last payment date. The high
credit isthe largest amount of credit you have ever extended to the customer or the maximum
open AR balance you allowed.

Bill-to. If you leave the Bill-To field blank, the system assumes the bill-to is the same as the
sold-to. On transactions, credit data and currency default from the bill-to.
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Customer Shipping Addresses

Customer Shipping Addresses
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If orders are shipped to addresses different from the billing address, you set them up in Customer
Ship-to Maintenance (2.1.13).

Access the customer by entering the customer code; then enter a new code for the ship-to address.
You may want to enter a variation of the customer code to designate the ship-to, such asthe
customer code followed by a-1, -2, and so on.

Customer Ship-to Maintenance is normally used to set up the regular shipping locations for the
customer. These should be set up as Temporary = No. One-time ship-to addresses are entered
directly into the sales order. You can delete these from Customer Ship-to Maintenance once the
invoice is paid and the payment is archived/del eted.

To set up additional information about a ship-to address, such as credit terms, currency, and tax
status, first create the ship-to address in Customer Ship-to Maintenance. Then recall the ship-to
address in Customer Maintenance (2.1.1) and modify the related information there.
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Address Codes

Address Codes

e '
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Data
|

Every address in the system Is identified by an address code,

Every addressin the system isidentified by an address code. In the activities where you added a
salesperson or customer, the first step was to enter an address code (we used sal esperson 99,
customer 100). This code calls up the addresses that appear on sales orders, invoices, and other
screens and reports.

Company address codes are used in purchasing and sales. Customer codes are used in sales and
accounts receivable. Supplier codes are used in purchasing and accounts payable. Salesperson
codes are used for commission reporting and sales analysis.

Company, customer, supplier, and salesperson address codes are stored in the same database file.
This means that customer 123 would have the same address as a supplier identified with address
code 123. This allows you to store the name and address only once if a customer is also a supplier.

Since the address codes are in the samefile, it isagood ideato have a different numbering scheme
for company, customer, supplier, and salesperson codes so that you never accidentally overwrite
the wrong record during data entry. In the student demo database, you may notice that customer
codes have been set up to begin with 1, 2, or 3, and supplier codes with 5, 6, or 7.

Address codes can be assigned sequentially by the system. Enter the starting number in the
respective control program.

An address code list type is automatically assigned to addresses based on where they were entered.
Addresses can also be associated with a user-defined list type. This allows you to group addresses
for reporting purposes. You set up these address list typesin Address List Type Maintenance (2.9).
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Trailer Codes

Trailer Codes
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In addition to the line item charges and tax amounts, orders usually have miscellaneous charges
such as freight and service associated with them. Since every company’s miscellaneous charges
are different, QAD SE enables you to customize these for your company in Trailer Code
Maintenance (2.19.13). These charges can then be added to transactions during order entry and
invoicing. Trailer codes must be set up prior to entering sales orders and invoices.

In the student database, you see trailer codes set up for freight (10), service (20), and special
charges (30). Each trailer code has a separate GL account.

In the Taxable field, indicate whether the charge is normally taxable. For US sales taxes, enter the
tax exemption code if the charge is tax-exempt.

The default trailer codes for sales transactions are specified in Sales Order Control (7.1.24).

Note Trailer items are not subject to commission. Trailer codes do not interface to sales analysis.
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Exercise 4: Salespersons, Commissions, and Customers

Salespersons and Commissions

In this exercise, you will create a new salesperson whose default commission is 10%. Since this
salesperson gets only 2% on promotional products, you will also set up a commission detail
record.

Salesperson Maintenance

1
2

In Salesperson Maintenance (2.5.1), add yourself into the system as salesperson 99.
Use country code USA.
Set the commission to 10%.

In Sales Person Commission Detail (2.5.6), enter salesperson 99, and enter the product line
9999.

Press Next until you get to the commission frame.

Set up a 2% commission rate for promotional products for this product line.

Create a Customer

In this exercise, you will create a new customer. You will use this customer in later activities for
invoicing and accounts receivable.

Customer Maintenance

1

In Customer Maintenance (2.1.1), add a new customer. This customer is an end user to whom
you sell pencil products directly.

Customer: 100

Name: California Sun Advertising
Address: 50 East Main Street
City: Ventura

State: CA

Post: 93001

Country: USA

County: Ventura

Customer Data

Salesperson 1: 99

Multiple: No

AR Account: 1200

Region: us

Site: Train
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Customer Credit Data:

Credit Limit: 50
Terms: 2/10-30
Credit Hold: No
Finance Charge: Yes
Statement: Yes
Statement Cycle 1

Dun Letter: Yes
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MNQAD



62  Training Guide — Financial Management

MQAD



Chapter 5

Invoicing



64  Training Guide — Financial Management

Overview

QAD Standard Edition Financial Management

system Introduction - Accounts Payable Vouchers
Basic Data Setup Accounts Payable
Multinational Setup b
(Optional) Lo 1099-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management
Invoicin (Optiona))
. _g . Multinational AP (Optional)

Cebit/Credit Memaos .

] General Ledger Setup
Accounts Feceivable =

General Ledger

Payments

Transactions
Draftt Management

(Optional)
Multinational AR (Optional)

General Ledger Reports
Multiple Entities [Opticnal)

Multinational GL (O ptional)
Purchasing/AP Data Setup Currency Dependent

Furchasing Rounding

The starting point for all accounts receivable activity is sales. When a customer places an order,
the sales department sends the customer an invoice that lists the items sold, their prices, and other
conditions of the sale. The invoice a so tells the customer what payment amount is due and when.

This section describes how a sales order is entered, shipped, and invoiced. It does not cover all
facets of sales order management; this information is covered in detail in the User Guide:
Distribution A. We focus on the aspects of sales orders and invoicing that are directly relevant to
financial management. These include credit management, commissions, taxes, add-on trailer
charges, GL accounts, and invoicing.
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Sales Order Life Cycle

Sales Order Life Cycle
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In QAD SE, acustomer saleis usually maintained as a sales order and the transfer of goodsis
recorded on a shipment transaction. The shipment automatically generates a pending invoice. In
some cases (for example, over-the-counter sales), you enter the pending invoice manually. Prior to
confirming the sale, either the sales department or AR can review the customer’s credit.

The next step isto review and, if necessary, correct the pending invoice. Theinvoiceis then
printed and a copy can be sent to the customer.
Posting the invoice updates a number of records.

« Updates Accounts Receivable, creating a corresponding AR transaction of type| (invoice) for
the invoice amount and updating the customer’s open balance

 Updates General Ledger, debiting the Accounts Receivable and Sales Discount accounts and
crediting sales, tax, and trailer charge accounts

« When the line entities are different from the header entity, the system automatically generates
intercompany balancing entries to the Intercompany Accounts Receivable debit and credit
accounts.

 Updates sales analysis history, including salesperson commission and quota history.
+ Updatesinvoice history.

« Deletesfully shipped order lines and deletes the sales order if all the line items on the order
have been shipped.
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« Updates the installed base in the Service/Support Management module if Ship To Installed
Baseis Yesin Service Management Control (11.24)

+ Generates a report showing invoices posted, corresponding sales

If goods are returned after the invoiceis posted, you process the return. You can also send a credit
memo to the customer.
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Sales Order Control

Sales Order Control
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So far we have discussed the basic information that should be set up before you invoice customers
and process accounts receivabl e transactions. However, before you get started, you must configure

Sales Order Control (7.1.24).

Sales Order Control defines how shipping and invoicing functions work. Before you start sales or

AR processing, set the valuesfor:

Keep Invoice History. If Yes, invoice history is maintained after the invoice is posted so that
you can review and even reprint invoicesif needed. Invoice history is not deleted until you run

the delete/archive.

Next Invoice. Load the starting invoice number. Invoice numbers should use a different
number range than sales orders and DR/CR memo numbers.

Integrate with AR/SA. Integrate with AR and Integrate with SA must be Yesfor Invoice Post to

update accounts receivable and sales analysis records.

Hold Orders Over Credit Limit. If you set thisto Yes, the system places orders on hold

whenever the customer's AR balance exceeds the credit limit. If you set it to No, awarning
displays, but you can still enter the order. We discuss this option in more detail later in this

| esson.

Price Lists. Thisfield determines how strictly price lists are used to control order entry. If No,
items can be entered whether or not apricelist exists. If Yes, only items from an existing price
list can be entered, and only if the pricelist item, unit of measure, and currency match the
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order item, unit of measure, and currency exactly. In searching for avalid price, blank is NOT
considered amatch. If pricelists are set up with ablank item or unit of measure, a price is not
found. If you are pricing with analysis codes, this field should be set to No. Prices can be
overridden unless the field is password-protected.

SO Interest Applied/Accrued Accounts

On sales orders that specify a credit terms interest percentage, the system creates matching GL
entries for credit termsinterest applied and accrued.

Taxable and Non-Taxable Trailer Codes

Trailer codes can be accessed during order entry by manually typing in the code, or you can have
them default automatically. The regularly used codes should be listed here. Taxable trailer codes
(1-3) are the defaults for sales orders when the sales order header Taxable field has been set to Yes.
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Sales Orders

Sales Orders
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In QAD SE, Sales Order Maintenance (7.1.1) is divided into three main sections:
+ Order header
 Lineitems
* Trailer

Header

Information that appliesto the entire order is contained in the header. Most of this information
comes from the customer record, but you can change it for individual orders.

Line Items

Information that appliesto individual items on the order is contained in the line item screen. Some
of thisinformation comes from the item record (Item Data Menu) and some of it comes from the
order header, but you can change most of it for individual lines.
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Trailer

Thetrailer liststhetotal item, freight, and other charges, aswell as taxes. Some of the shipping and
AR data also appears here. You can record additional trailer charges when you enter the order or
later when theitem is shipped. Trailer charge codes are set up in Trailer Code Maintenance
(2.19.13); the default taxable and nontaxable codes for sales transactions are specified in Sales
Order Control.
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The biggest single source of information for the sales order is the customer record in Customer

Maintenance (2.1.1).

Bill-To/Ship-To Addresses. A customer can have up to three different address types. The sold-
to has no AR effects, but the bill-to appears on the invoice, istransferred to AR on the DR/CR
memo and determines the credit terms. The ship-to determines the tax rates that apply to the
order.

Best Pricing. Best pricing, or sales order pricing, enables you to create price lists that
accommodate a wide range of pricing situations. Instead of matching price lists strictly
through items or product lines, the system can determine best prices using flexible categories
of items and customers called analysis codes.

List/Discount Table Pricing. Thisis an alternative to the best pricing model. It is used for
pricing different kinds of orders than best pricing, including scheduled orders, purchase
orders, returns to suppliers, and receiptsin RMA Maintenance (11.7.1.1).

Salesperson/Commission. Salesperson commission rates default from the standard rate for the
salesperson set up in Salesperson Maintenance (2.5.1). You can change commission
percentages on each line of the order.

Currency/Language. The currency and language follow the customer throughout the
sales/AR/payment cycle. Multinational AR processing is covered in detail later.

Credit Terms. Used to calculate the AR payment due dates and discount dates.
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Tax Data

Tax Data
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Global Tax Management (GTM) is the tax system in conjunction with QAD SE. GTM supports
multinational enterprisesin calculating taxes on business transactions. The types of taxes, the
formulas used to calculate them, and when taxes are assessed often vary considerably between
countries. GTM can process taxes for multiple countries within the same database.

In the United States, GTM is a prerequisite for using the interface to the Vertex Quantum for Sales
and Use Tax system.

Every country in the world has a unique system for ng taxes. However, most systems share
common elements:

« Business transactions can be subject to many kinds of taxes—sales taxes, domestic import
duties, inventory transfer taxes, royalty fees, and so on. In GTM, atax that is peculiar to a
region and individually calculated and reported is a tax type.

« Regionsthat assess tax include countries (or groups of countries), states, provinces, counties,
districts, and cities. In GTM, aregion that assesses tax is atax zone.

« Within atax zone, atax type can affect al people and items, or only some of them. In GTM,
customers, suppliers, and items can be grouped by tax class. Similarly, atax can be assessed at
adifferent rate based on a customer’s operation or how itemsare used. GTM can group people
and items by tax usage.
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Tax zones are made up of geographical components—countries, states, provinces, and counties.
These geographic codes are also used when you set up addresses for customers, suppliers, and
company sites. GTM validates al the geographical codes. When an address record is set up, GTM
selects the tax zone for the address. To calculate taxes on transactions, the system selects the tax
environment for the transaction’s ship-from and ship-to tax zones.

Note GTM isdescribed in detail in User Guide: Master Data.

Tax Environments

Taxes on transactions vary based on the ship-from and ship-to tax zones. The tax environment in
QAD SE defines which taxes apply to specific ship-from/ship-to tax zone combinations.

Tax zones are a prerequisite for tax environments.

Tax Rates

GTM usestax rate records on transactions to calculate the tax amount for each tax type. The tax
rate record also determines how taxes are reported in General Ledger.
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The Trailer frame in Sales Order Maintenance contains tax, shipping, and order statusinformation
for dl lineitems.

During order entry, the default tax date isthe order due date. During shipment and receipt, the
default tax date is the transaction effective date.
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GL Sites and Entities
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QAD SE assigns each sales shipping site (for example, warehouse or distribution center) to an
entity for financial and tax reporting.

During Invoice Post, GL transactions for AR, sales taxes, and trailer charges are posted to the site
(entity) identified in the order header.

However, you can ship individua lineitems from multiple sites associated with entities other than
the one for the site in the order header. Therefore, sales and sales discounts are posted to the entity
for thelineitem site.

Whenever lineitems are shipped from different sites assigned to different entities, QAD SE creates
GL transactions during Invoice Post for the intercompany account specified in Accounts
Receivable Control.

If your company requires all AR reporting to be performed by the same entity, ensure that orders
and invoices reference only sites linked to the same entity.
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GL Accounts, Sub-Accounts, and Cost Centers
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Trailer Code Maintenance

In addition to being identified by entity and site, sales and AR transactions are always posted to
specific GL accounts. Depending on how your company sets up its chart of accounts, the system
can also post transactions to sub-accounts and cost centers. In QAD SE, whenever you see an
account field, you can usually designate a sub-account and cost center as well, although the latter
two fields are not always labeled on the screen. The chart summarizes the sources of GL accounts

for sales transactions.

The AR account defaults from the customer bill-to address in the customer file. At Invoice Post,
the AR account for the order/invoice is debited and the sales account for each item is credited.

» Sales and Sales Discount Accounts
The GL accounts for sales and sales discounts default from the sales accounts if defined:;

otherwise, from the item product line. For non-inventory (memo) sales, the sales and discount

accounts default from the sales account in Domain/Account Control.

- Taxes

At Invoice Post, taxes are credited to the GL accounts specified in the Tax Rate Maintenance

(2.13.13.1).
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Trailer Charges

Codesfor trailer charges are set up in Trailer Code Maintenance (2.19.13). The default trailer
codes for sales transactions are specified in Sales Order Control. At Invoice Post, the GL accounts
for the trailer charges are credited.

Channel and Project

Channel and Project are two optional fields your company can useto further differentiate GL sales
reporting.

Channel. Identifies the distribution channel (for example, wholesale or retail) through which
the order originated. Channel is used to separate sales amounts by product line and site. In
Sales Account Maintenance (1.2.17), you can specify GL accounts for sales, sales discounts,
and cost of goods sold (used by Sales Order Shipments). To prevent entry of unauthorized
channel codes on orders, you can set up standard codes in Generalized Codes Maintenance for
the PROGRESS field so_channel.

Project. You can use Project to identify sales generated by specific company activities. The
project in the order header displays as the default for line items but can be changed for
individua lines. If asales order is associated with a project, any GL transactions created for
the order also reference the project code. Project codes are set up in Project Code Maintenance
(25.3.11).
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Credit Management

Credit Management

In addition to ensuring that sales records are entered correctly, it isimportant to prevent orders
from being taken or shipments being made to customers with bad credit.

One useful precaution isto set up the system so that orders are automatically created with a status
of unconfirmed and then confirm them in a separate process. Using this method, orders are never
shipped before they are reviewed. The Confirmed Ordersfield in Sales Order Control determines
the default status of orders. Sales Order Confirmation is then used to confirm the orders prior to
shipping.

Credit Limit and Credit Hold

In addition, during order entry, the system checks the bill-to customer’s Credit Limit and Credit
Hold settings. If the customer is on hold or if the customer’s open AR balance plus the new order
total is beyond the customer’s credit limit, you see the following message.

Warning: Customer Balance plus this order balance amount
Credit Limit: credit limit amount

Although the warning is displayed, you can proceed with entering the order and the system does
not place the order on hold. You can place a hold manually by entering any non-blank value (for
example, HD) in the Action Status field

The action the system takes next depends on a setting in Sales Order Control. You have the option
of placing the order on hold manually, or the system can place it on hold for you.
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Credit Management (Continuved)
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When the sale is on hold, the order entry clerk cannot change the action status of the order or
invoice. You must use one of the credit management functions to change the status.

When you prepare sales orders for shipment, the system does not select orders on hold when you
print packing lists. However, the system still lets you process individual shipments. To control this,
create a procedure that specifies that a packing list is required as authorization for shipment. The
system does not recheck against the customer's credit limit during the shipment transaction, but it
does display awarning if the customer is on credit hold.

You can also use the Customer Credit Limit Adjustment (2.1.7) to increase or decrease customer
credit limits based on a percentage or on the time elapsed since the last credit limit adjustment.
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Credit Management (Continuved)
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The credit management functions enable you to place sales on hold or remove them from hold
selectively. You can select sales orders based on:

« Customer action status.

« Invoices past due by a specified number of days.

 Total open invoice amount.

 Total open invoice and order amount.
Sales Order Automatic Credit Hold (7.1.16) checks the open AR, all open sales orders, and AR
open days by invoice. This should be run every night, followed by credit approval, to remove

holds for sales orders whose credit is now good. Once removed from hold, sales orders are
processed through the rest of the shipping/invoicing cycle.
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Sales Order Shipments
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After the order is picked, a shipment transaction is recorded in Sales Order Shipments (7.9.15).
This records the shipment, adjusts inventory, and flags the order as ready for invoicing. At this

time, you can also enter add-on charges such as freight.

Shipping an order creates a pending invoice that shows all shipping information, but does not
show the billed information. The invoice must be posted to Accounts Receivable before billing

information appears on the customer’s account.

In the next section, the course describes how sales order shipments are sometimes used to process

returns and credits. For now, be aware that sales orders must be shipped prior to invoicing.
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Shipping and Invoicing Cycle

Shipping/Invoicing Cycle
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In QAD SE, the recommended shipping and invoicing procedureis:
« Record the shipment for the sales order.
 Review and correct the order.
« Print and post the invoice.

If asalesorder has abackorder quantity, you probably invoice the first shipped quantity separately
from the shipped backorder quantity. You record and invoice the first shipment, then record and
invoice the second shipment. In the slide, an invoice (#101) for a partial shipment is printed and
posted. The sales order remains open with a backorder quantity. When the backorder quantity is

shipped, a second invoice (#102) is printed and posted. You now have two invoices for the same
order.

Correcting a Shipment Quantity

If you must correct a shipment quantity, the procedure varies depending on where you arein the
shipping and invoicing cycle. If you have not printed the invoice, simply change the quantity in
Sales Order Shipments. The corrected quantity then shows up on the invoice.

If you have already printed the invoice but not posted it, you can still correct the quantity in
Pending Invoice Maintenance. A warning message displays, aerting you to take action on the
printed invoice. You can either destroy and reprint it, or reprint it but et the customer know that
the reprinted invoice is a replacement of the original, not aduplicate.
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You must always reprint the invoice so the correct invoice quantities (and prices) are posted to
Accounts Receivable. Before reprinting the invoice in Invoice Print, you must reset the Ready to
Invoice field to Yes and the Invoiced field to No in Pending Invoice Maintenance (7.13.1).

If you have printed and posted the invoice, you would process the correction as a credit. Credits
are described in Chapter 6, “,” on page 97 because credits also involve functionsin the Accounts
Receivable module.

Posting

Since QAD SE alows multiple invoices for a single order, invoices should be posted regularly, at
least daily. You should not make additional shipments for a sales order whose invoice has been
printed but not posted. In the slide, if you had printed invoice #101 for quantity 150, but not posted
it before printing the invoice for the other 50, you would end up with duplicate invoices. The first
invoice would show a quantity of 150, and the second a quantity of 200.

All shipping/invoicing functions require an effective date. Usually, you set this to the ship date. To
keep your audit trails consistent and to ensure that everything posts to the correct GL period, use
the same effective date throughout the cycle. Thisis especially important at month-end.
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Pending Invoices

Pending Invoice Review
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An order that has been shipped automatically creates a pending invoice that you can review and
correct prior to posting. Usually, you would review the Pending Invoice Register (7.13.2) and
make any necessary corrections to the invoices prior to printing them.

Note Prior to posting, you can make most corrections in Pending Invoice Maintenance (7.13.1).
However, we recommend that you make changes to invoiced quantitiesin Sales Order Shipments
rather than Pending Invoice Maintenance, because these changes affect inventory balances.

You can aso use Pending Invoice Maintenance (7.13.1) to record over-the-counter sales and
specia charges or credits. Thisrecords the order, shipsit, and flagsit for invoicing, al in one step.

The Pending Invoice Register can be used to review invoices before and after they are printed. To
select invoices before they are printed, Include Ready to Print Invoices must be Yes and Include
Ready to Post No. To select invoices after they are printed but before they are posted, the settings
are reversed.
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Invoice Print
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Invoicesare printed in Invoice Print (7.13.3). Once printed, the system flags the pending invoice as
invoiced and assigns the Next Invoice number from Sales Order Control. To prevent duplicates, it
also resets the Ready to Invoice field to No.

By setting Consolidate Invoices to Yes, you can include multiple sales orders on the same invoice.
You can also restrict sales order consolidation to specific customer ranges. Sales orders can be
consolidated if all of the following are identical:

- Sold-to addresses
Bill-to addresses
Currencies
Financial terms
Trailer codes

» Tax environments
- Salesentities
 Salespersons

L]

If the system finds sales orders that can be combined, it prints those lines on the invoice with a
short summary of shipment information. After invoices are printed, the system updates each sales
order with the same invoice number.
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Reprinting Unposted Invoices

To reprint a printed invoice before it is been posted, reset Ready to Invoice to Yes and Invoiced to
No in Pending Invoice Maintenance; then reprint the invoice using Invoice Print.

Reprinting Posted Invoices

To reprint an invoice after it has been posted, use Closed Invoice Reprint to reprint the invoice.
However, to do this, your database must still have the invoice history. Keep Invoice History in
Sales Order Control must be set to Yes.

Printing Debit and Credit Invoices Separately

While printing debit and credit invoices, you can choose to include only debit invoices, only credit
invoices, or both. This allows you to use different forms for each invoice type.
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Invoice Post to Accounts Receivable

Invoice Post to Accounts Receivable
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Invoice Post transfersinvoice information to Accounts Receivable. If Sales Order Control is set up
to do so, Invoice Post also updates invoice history and sales analysis records.

Sales orders are automatically deleted when the invoices are posted to AR. Use the Invoice History
Browse to review al invoiced sales orders.

For each invoice, the post creates a debit/credit (DR/CR) memo with the same number as the
invoice. This DR/CR memo contains all the invoice information needed for AR processing, such
as the sales amount, credit terms, transaction currency, and payment due date. The DR/CR memo
Reference field is set to the invoice number and the DR/CR memo Type field is set to Invoice.

Note To post invoicesto Accounts Receivable, Integrate with AR in Sales Order Control must be
set to Yes.
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Sales Order Returns and Credits

Sales Order Returns and Credits
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There are two kinds of inventory returns and sales credits: inventory and non-inventory.

Returns and Credits (Inventory)

When a customer returns items (or if the customer was invoiced for the incorrect item quantities),
you need to update inventory and sales history and generate a credit invoice. In QAD SE, changes

that affect inventory are always handled in the Sales Orders/Invoices module, the Inventory

module, or the Field Service module, not in Accounts Receivable. The recommended procedureis
to:

1

Negative SO
Enter a sales order with a negative order quantity. For example, if the customer returned 25
items, enter aline item quantity of -25. Make sure you enter all of the same information as on
the original order, including the site, salesperson, commission, price, discount, and taxable
status. If the customer wants you to ship replacement items, enter a second line item with a
positive quantity.

Negative Shipment

Process a negative shipment. Once returned items have been inspected and approved, you
process a shipment for the negative quantity. This returns the itemsinto the inventory location
and creates a negative pending invoice that gets posted to AR.
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3 Print/Post Invoice

Print and post the invoice. This creates a credit memo that can be sent to the customer and
decreases the customer’s open AR balance. It also updates sales analysis and commission
history to reflect the return, and creates the correct GL entries.
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Return/Credit (Inventory)

Return/Credit (Inventory)
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Note Thereisashortcut for processing returns. You could enter a pending invoice directly, using
Pending Invoice Maintenance with a negative quantity to invoice. This records the sale (return),
update inventory, and create a credit invoice. Since this updates inventory, be sure to enter the

correct site and location.

On field service returns, the return isinitially recorded in the Field Service module using RMA
Maintenance rather than in Sales Orderg/Invoices. If you set the Ship RMA option to Yes, the
system automatically creates a negative pending invoice for the returned quantity. You must use
the Field Service module to change an RMA pending invoice. However, you can view it in the

Pending Invoice Register.
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Returns and Credits (Memo)
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Credit invoices are issued for reasons other than inventory returns. These corrections are recorded
astype Memo items in Pending Invoice Maintenance to ensure that they do not affect inventory.

1

Pricing
Since pricing corrections should be reflected in sales and commission history, you need to
enter two line items: one with the original invoice quantity entered as a negative quantity and

the original price, and the second line with a positive quantity and the correct price. The
resulting invoice is for the amount of the difference, whether it is adebit or credit.

Sales Taxes

If salestaxes are charged (or not charged) in error, the same procedure is used to correct this
problem: Enter all the original information with negative quantities, then again with positive
quantities and the correct taxable flag. Be very careful to enter al of the information exactly
the same and set the type to Memo. When the invoice is posted, it updates your sales tax
journal correctly.

Trailer Charges

Sometimes the change does not affect the line items—for example, if you charged atrailer
amount such as freight incorrectly. You can simply enter an invoice with no lineitemsand a
negative trailer amount.

MNQAD



92  Training Guide — Financial Management

Any other credits, for which you do not need to print a credit invoice and do not effect inventory,
can be entered directly into the Accounts Receivable module using DR/CR Memo Maintenance
(27.2).
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Exercise 5: Sales Order Management, Shipping/Invoicing

Sales Order Management

In this exercise, you will enter asales order so that you see where and how GL account codes,

salesperson commissions, trailer charges, and taxes are entered.

Since this order exceeds the customer’s credit limit, you will see that the order is automatically

placed on hold. You will remove the hold using the credit management functions.

Sales Order Maintenance

1 In Sales Order Maintenance (7.1.1), Click Next at the Order field, the computer will generate

the next order number for customer 100.

2 Write down the order number. In the lower frame, notice how the credit terms default from the

customer record.

3 Enter thefollowing information for items 02-0010 (eraser refill packs) and 02-0020 (lead refill

Calculate Freight: No
Display Weights: No
packs).
Line: 1
Item Number: 02-0010
Site: Train
Quantity Ordered 100
List Price: 1.00
Line: 2
Item Number: 02-0020
Site: Train
Quantity Ordered 100
List Price: .75
4 Enter anon-taxable freight charge on the trailer.
Freight: 10
Amount: 15.00

You should see aline item total of $175.00 and freight of $15.00.

Notice the system automatically places the order on hold (HD). Thisis because the Sales

Order Control is set to Hold Orders over Credit Limit.

Open amount excludes tax.

Sales Order Credit Inquiry

5 Usethe Sales Order Credit Inquiry (7.1.14) to review the status of all open ordersfor customer

100.
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Sales Order Credit Maintenance

6 Asthe credit manager, you have reviewed the customer’s credit history and determined that it
is OK to process this order. Before you can create a packing list and shipment, however, you
must change the order’s action status to blank. Do thisin Sales Order Credit Maintenance
(7.1.13). You could have also used Sales Order Auto Credit Approval (7.1.17).

Shipping/Invoicing

Start by shipping the order entered in the last exercise. Then, you will modify, print, and post the
pending invoice for the order.

Sales Order Shipments

1 In Saes Order Shipments (7.9.15), process a shipment for the order you entered in the last
exercise. (If necessary, do alookup browse to find the order for customer 100.) Ship the entire
order from site Train and location 200. (Disregard any warning messages that the lot/serial
does not exist at the site/location.)

Note Process the shipment by recreating it in the lower part of the screen.

2 Onthetrailer screen, change the freight charge to $13.75, the actual UPS charge for shipping
these products. After you press Next, notice that Invoice Number is blank, Ready to Invoiceis
set to Yes, and Invoiced is set to No, because the shipment has not yet been invoiced.

3 Press Next again to complete the transaction.

Invoice Print
4 Inlnvoice Print (7.13.3), print the invoice.

5 If theinvoice looks OK, respond OK to the message Update Invoice.
This action updates the Invoice Number, Ready to Invoice, and Invoiced fields in the order
trailer. However, if your paper jams or you see an error, reset thisto Cancel.

6 Destroy the invoice(s) you just printed, make the correction, and reprint.

Pending Invoice Maintenance

After printing the invoice, you discovered that salesperson 99's commission on line 1 should have
been 7%.

7 Go to Pending Invoice Maintenance (7.13.1) to make the correction. You will see a message:
WARNING: INVOICE PRINTED BUT NOT POSTED. Thiswarns you that you may have
already sent the invoice to the customer. In this case, the customer invoice would not show
commission changes, so reprinting the invoice is optional .

Note If you must reprint an invoice, you can do so using Invoice Print (7.13.3). Before
reprinting, you must reset Ready to Invoice to Yes and Invoiced to No in Pending Invoice
Maintenance (7.13.1).
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Pending Invoice Register
8 InPending Invoice Register (7.13.2), review the register for your sales order by sending the
output to your terminal. Notice that the report is empty. Why?
The Include Ready to Post option alows you to include only invoices that have been printed
but not posted. Since Include Ready to Post defaults to No, your invoice does not show up.
9 Now, reset Include Ready to Post to Yes, and rerun the report.
You will need to reprint the invoice before you can post it.

Invoice Post

10 Post theinvoiceto AR using Invoice Post (7.13.4).

11 Leavetheinvoice fields blank.
Usually, itisagood ideato set the GL effective date to the day on which the invoices were
printed. This ensures that invoices are posted to the correct financial period.

12 Review the post report. Notice the GL account distribution.

Pending Invoice Maintenance

13 In Pending Invoice Maintenance (7.13.1), enter your sales order number manually and stop.
14 Look at the bottom left of your screen. Notice Adding new record. You can reuse an order
number once the original is closed and posted.

In most cases, when adding an order, you would let the system assign the next order number.
(If you see Madifying existing record, stop and call your instructor.) The purpose of thisisto
illustrate that you cannot modify a closed order, but you can reuse the order number for a new
order.

Browses and Reports

15 Review the Invoice History Browses (7.13.7), the Invoice History report (7.13.8), and the
Closed Invoice Reprint report (7.13.12).
You can use Closed Invoice Reprint to reprint lost invoices.

Sales by Salesperson Browses

16 Review the Sales Analysis browses and reports.
- Sales By Salesperson Browse (7.17.5)
- Sales By Customer Browse (7.17.13)
- Sales By Item Browse (7.17.17)

These were updated when you posted the invoice. The margin on the sale was calculated asthe
net price (after discount) less the cost.

MNQAD



96 Training Guide — Financial Management

Salesperson Commission Report

17 Print the Salesperson Commission report (2.5.13) for salesperson 99.

You can select commission based on sales or margin. This report lists the total sales amount
with a calculated commission percentage for the order total. This report is not split out by line

item total.
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Overview

QAD Standard Edition Financial Management

system Introduction - Accounts Payable Vouchers
Basic Data Setup Accounts Payable
Multinational Setup Payments
(Optional) Lo 1099-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management

e [Opticnal)
Invoicing

Multinational AP (Optional)
General Ledger Setup
General Ledger

Debit/Credit Memos
Accounts Feceivable

Payments Transactions
quﬁ. Management General Ledger Reports
(Optional)

L . Multiple Entities (Optional)
Multinational AR (Optional) Multinational GL (Optional)

Purchasing/AP Data Setup Currency Dependent
Furchasing Rounding

The Accounts Receivable module is used to process customer payments (checks, wire transfers,
drafts) against invoices, update account balances for deposits, returns, and debits/credits; and to
identify overdue balances and taking action to encourage or enforce payment.

Most companies have alot of cash tied up in receivables, so it isimportant to ensure that
customers pay invoices promptly. Timelinessin recording paymentsisimportant, because the sales
department uses customer account bal ances to determine whether to extend credit on future sales.

Receivables appear on cash flow reports as sources of cash. They also appear as a current asset on
the company balance sheet.
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DR/CR Memos 99

Customer Account Processing

Comrect

Fosted
Invoices!

Print
Dunning
Letters

Calculate
Finance
Charges

Malintaln
DR/CE Memos

Print

Statement

5

Process
Returns

I Menu functions vary.

Review/Update
Customer Credit

The slide shows the activities involved in maintaining customer accounts. Most of these activities
occur in Accounts Receivable, but corrections and returns also use the sales order and invoicing

functions. We cover all of thesein detail in this lesson.
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Changing Posted Invoices

Ch ing Posted | I
DRYCR Memo Maintenance
W is = Ackmdy =
Bateri: 1000 Coaniral: Tatal
Beferanes: 1ON00SE Bill To! LODEOOD CENTURT HALLMARK
Ciatrancy: USD Typei M Brate: UA2000 Tax Date: 0A/2000
Hemo Corared: At
Sales Ama Dayhoak: writem
Cr Tarms: Lr10-30 Slspsn 11 @ Comml: 1000%
Dise Date; 8/34/2008 Glzpan 21 Commdi 0.00% Seid-Te: 1091000
Due Date: 9732008 Slzpen 3 Comml! 0.00% Shep-To! 1001000
Expt Date: Slepsn 4 Commai 0.00% Batch: 1000
— Duntave 8
Prartand) Shp-Fraen: 10000

In DR/CR Memo Maintenance (27.1), you can modify selected fields on an invoice after it has
been posted to Accounts Receivable. This step is sometimes necessary if you do not haveto
produce a printed document for the customer (for example, if you are changing the terms,
discount, or due dates). QAD SE does not recalculate dates until you clear existing dates by
pressing Shift +?in the field.

If you change the sal esperson, commission, and sales amount, the changes are reflected in the
salesperson commission reports, but not in the Sales Analysis reports. The same applies for
changes to the bill-to address code.

One setting you may want to change is the Contested field. When a customer disagrees with an
invoice, you can mark it as contested so that it is not included in Finance Charge Calculation
(27.12). The Deduct Contested option appears on severa reports, including the agings. The
DR/CR Memo report (27.4) aso contains a Show Contested Only option.

You cannot change GL distribution lines on memos for posted invoices.
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Accounts Receivable Control\

Accounts Receivable Control
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Accounts Receivable Control (27.24) provides default information for AR invoicing and payment
processing functions. The control program should be initialized before you begin to use AR
functions. In most instances, you can override the control program values during transaction entry.

Next Batch. Each group of invoices, memos, finance charges, and payments created at the
same time is automatically assigned a batch number. You can use the batch number to select
groups of transactions to appear on reports. You do not have to know the batch number to
modify atransaction—you can simply leave the batch number blank.

Next Memo. All AR documents have areference number. This number is used when
modifying atransaction.

Next Journal. General ledger journal entries are created automatically by AR activity. The GL
reference number begins with AR and is followed by the system date and the next journal
number.

AR Summarization. Determines the level of detailed information for AR transactions. Level 1
created detailed transactions by entity, account, sub-account, cost center, and project, with one
distribution line for each AR transaction. Level 2 creates AR transactions summarized by
batch, account, sub-account, cost center, and project. Level 3 creates detailed individual AR
transactions with separate GL references for each document.

Drafts Receivable Account. Enter the default account you want to use with the Draft Approval
function. Once a draft is approved, the draft amount is debited to the drafts receivable account
and AR is credited.

MNQAD



102  Training Guide — Financial Management

Exchange Tolerance. Used only if you are processing AR in multiple currencies. Used asa
control when you accept payments in your base currency for foreign currency invoices or
memaos. The system does not allow an exchange rate that differs from the rate set in 26.1 by
more than the percentage set here.

External Memo References Allowed. Determines the numbering system and level of user
flexibility in entering DR/CR memo numbers. Yes alows you to manually enter DR/CR
memo numbersin DR/CR Memo Maintenance. No improves security by preventing manual
entries; QAD SE generates continuous DR/CR memo numbers by incrementing the Next
Memo number.

MQAD



DR/CR Memos 103

Accounts Receivable Implementation

AR Implementation
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We have seen how Sales and Accounts Receivable functions interrelate and how to apply cash
against AR and record miscellaneous charges through DR/CR maintenance. The other use of
DR/CR memos, as we mentioned earlier, isto record your opening customer balances into the
system. We review the process you should go through when first beginning to use AR functions.

As shown in the above slide, the starting point for AR isto set up and verify the basic information
in the system. This includes checking Domain/Account Control (36.1) to ensure that the correct
account defaults are set up; verifying tax codes and rates, checking credit terms, entering your
company shipping addresses and supplier addresses, setting up banks, and initializing control
program values. We have discussed each of these steps already.

Once thisis done, the implementation process should include the following steps:
1 Print an AR aging report from your existing system.

2 In DR/CR Maintenance, record open invoices and creditsin detail or just enter open balances
by period. Enter the invoice number from your existing system as the memo number. Make
sure you enter correct invoice dates and terms.

3 Print and verify customer balances using QAD SE's AR aging reports. Make any corrections.
Delete the unposted GL-AR transactions using Delete Unposted Transactions.
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DR/CR Memos
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DR/CR memos are transactions that QAD SE uses to update customer balances. QAD SE
automatically creates memos whenever you post invoices from the Sales Orders/Invoices module,
create adraft, calculate finance charges, or apply unapplied payments. All of these are stored in the
samefile, and all of the DR/CR memo amounts combine to determine the customer’s balance.

You do not use debit/credit memos most of the time. The main reasons you would use DR/CR
Memo Maintenance (27.1) areto:
« Change information on a posted invoice.

« Record certain miscellaneous adjustments to customer bal ances such as bad debts, advertising
allowances, rebates, or total quantity discounts earned when a document does not need to be
sent to the customer.

- Enter your customer opening balances during system implementation.
« Print DR/CR memos using DR/CR Memo Print (27.15).

Note Remember, DR/CR memos should not be used to record corrections or adjustments that
affect inventory, sales history, or commissions. Do not change salesperson commissions, sales
amounts, or ship-to addresses, since these changes are reflected in salesperson commission reports
but not in sales analysis or shipment transaction reports.

Batch ID. Identifies a group of transactions entered at the same time. Can be used to select
groups of transactions to appear on reports. The batch ID displays when you enter the
transaction reference number. When modifying a transaction, you do not have to enter its
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batch 1D, but you must know the memo reference number. The batch ID defaults from the
Next Batch number in Accounts Receivable Control. You can use the AR Batch Report to
review transactions by batch.

Control Totals. Thetotal debit amount of all entries, regardless of currency. (If two amounts
are entered, one for 100 USD and ancther for 24 EUR, the control total is 124.) There aretwo
control totals: one for the batch, and another for individual memos. Both are optional, but they
do ensure that a warning displays when actual totals do not equal the control totals. You can
use the AR Balance Report to review unbalanced (as well as balanced or unused) batches.
Note that control totals have no financial impact—they are used only to verify data entry.

Reference. Identifies a specific DR/CR memo. On memos for posted invoices, Referenceis
the invoice number. If left blank, it defaults from the Next Memo number in Accounts
Receivable Control. You can manually specify areference number if External Memo
References Allowed is Yesin Accounts Receivable Control. You may want to designate
ranges of reference numbers to identify specific types of transactions. QAD SE displays an
error if duplicate numbers are entered.

Bill-To/Sold-To/Ship-To. When the customer bill-to addressis set to Yes (that is, customer is
taxable), the customer ship-to address is used for calculating taxes. The sold-to and ship-to
default from the sales order invoice, if one exists.

Currency. Defaults to the customer’s payment currency. On foreign currency, for new memaos,
it defaults to the rate for transaction effective date and on memos for invoices, it isthe rate for
the invoice post date.

Memo Date. Date associated with the transaction. On an invoice, thisis the date the invoice
was posted. On amemo or draft, this is the date these transactions were created. Thisdateis
used in conjunction with the credit terms code to cal culate payment discount and due dates if
these fields are left blank. The AR Aging by Invoice Date also uses this date to calcul ate aged
amounts.

Effective Date. Memos create GL transactions that affect AR, taxes, sales, cash, and other
accounts. The effective date determines when these GL transactions are included in the
balances for these accounts. Usually, you should leave this set to the system date; however, in
some situations, you may want to changeit. (For example, if your accounting period ended on
Friday but you did not finish entering that period's transactions, you can enter them on
Monday, back-dating the effective date to Friday.) You can select most reports for a range of
effective dates. QAD SE verifiesthat the date you enter isin an open GL calendar period if the
Verify GL Accountsfield is set to Yesin Domain/Account Control (36.1).

Tax Date. Determines which tax rate to apply. If left blank, it defaults to the effective date.
When processing a credit, change the tax date to the date of the original sale.

Note If you are processing acredit for asalethat was originally taxable (that is, you are reversing
tax liability as well as salesliability), you must enter the return through the Sales Order module
first. Only the Sales Order module posts to the US Sales Tax files.

Sales Amount. Amount used to cal cul ate sal esperson commissions (normally, the transaction
total less any noncommissioned charges such as freight or taxes). As noted earlier, memos
update commission reports but not sales analysis history; for this reason, you normally enter
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salesinvoices and credits in the Sales Orders/I nvoices module. This amount is also used when
the customer terms are discountable. Thisisthe amount that the customer can take a discount
on.

Credit Terms. Used in conjunction with the memo date to calculate payment discount and due
dates (if thesefields are | eft blank). If no credit terms are entered, you must manually enter the
discount/due dates; otherwise, they default to today’s date.

Discount Date. When you process payments, QAD SE calculates and displays any payment
discount amount for which the customer qualifies.

Due Date. The due date prints on customer statements and other AR documents. The AR
Aging by Due Date uses this date to calculate aged amounts. Other reports offer selections
based on due date. When payments or drafts are recorded, the due date is compared to the
payment date when calculating average days paid late. Thisis useful for determining a
customer's credit worthiness.

Expect Date. Date you expect to receive payment from the customer (or the date you expect
the customer to honor a draft). This date is used on the Cash Flow Projection report (31.8) in
the Cash Management module to project incoming cash based on firm commitments or known
customer payment patterns.

Remark. General remarks pertaining to the transaction. On posted invoices, thisfield displays
the customer PO number. The text here automatically appears as the GL journal entry
description for every account on this screen. Remarks also print on most reports. You can also
use any customer PO numbers recorded in this field to select information on some reports and
inquiries.

Salesperson/Commission. Remember, on posted invoices, these should not be changed
because sales analysis reporting will not show the changes.

Account. The GL accounts receivable account/sub-account and cost center affected by memos
for this customer. Defaults from the customer bill-to address; if no bill-to address is specified,
the account for the sold-to address is used Customer Maintenance. GL allocation codes can
also be entered in the Account field.

Entity. The entity for which accounts receivable is updated. Defaults to the entity for the site
specified in the sales order header.

Contested. Indicates whether the customer disputes the memo amount. You can selectively
exclude contested memos from some aging reports. Finance charges are not calculated on
contested memos. You do not have to change the Contested field to process a customer
payment.

Account/Description. You can use the Account field to reference GL accounts, account/sub-
account combinations, or allocation codes. The description appears on the GL journal entry for
the distribution line.

Entity. On individual distribution lines, you can designate different entities than the AR entity
that receives the payment. On memos with multiple entities, QAD SE creates balancing
transactions for the intercompany account specified in Accounts Receivable Control.

Sub-Account, Cost Center/Project. All are optional that can be used in your company.
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T (Taxable Status). On posted invoices, the taxable status defaults from the invoice; on other
memos, from the customer file. QAD SE automatically calculates most tax amounts and
creates entries for the GL accounts specified in the Global Tax Maintenance menu.

Amount. Credit amounts are entered with a minus (-) sign.

When you change distribution lines, be aware that for some changes (account, cost center, entity),
you first have to delete the line and then reenter the line with the correct information. Manually
adjust tax amounts if you change GL distribution, because QAD SE does not recal culate them.

MNQAD



108 Training Guide — Financial Management

Aging Reports
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Use aging reportsto review outstanding customer account balances. Normally, you would generate
aging reports at month-end prior to calculating finance charges or entering activity for the next
month.

QAD SE provides three AR aging reports. Most companies elect to print just one of these. Each
report works differently, so it isimportant to understand what each report does and which onesyou
would use under particular circumstances.

For example, if your company’s credit terms are always Net 30 from invoice date, the aging
reports are identical. However, if credit termsare Net 30 from EOM (end of month), the agings are
different.

The AR Aging by Due Date report (27.16) is the best report for companies that use a variety of
credit terms, EOM credit terms, or credit terms with multiple due dates.

The AR Aging as of Effective Date report (27.18) is used to reconcile AR with GL records. It is
the only aging that can be calculated as of a date prior to the system date. It takes along timeto
run, because it must review al transactions in the database.

You can print al aging reports for one or arange of customer accounts based on customer bill-to
address, DR/CR reference number, and other criteria. Customer Type and List Type are two codes
your company can use to group customers for reporting purposes. Customer types are specified in
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Customer Maintenance (2.1.1), and address list types are assigned to customersin Address List
Type Maintenance. However, you can assign only user-defined list types. The system types are
assigned as new records are created.
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Aging Reports (Continued)
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The remaining selection criteria specify the information to be included for each customer account
on the aging report.

Aging Date. Enables you to measure all activity in relation to a specific date (for example,
month-end).

Age by Date vs Effective Date. Age by Date determines whether amounts are aged based on
payment due date, GL effective date, or invoice date. Effective Date determines which
amounts are aged; amounts are included if their effective date is the same or earlier than the
report effective date.

Summary/Detail. Choose Summary to see only the aging period totals and total outstanding
balances for each customer. Choose Detail to see all the open DR/CR memos.

Currency. Base shows all open balances in the system base currency, even if the original
balanceisin aforeign currency. However, if you specify acurrency code, only amountsin that
currency are included.

Deduct Contested. Contested amounts (usually when a customer disputes an invoice) aways
appear on agings but are flagged as contested. However, the Deduct Contested option enables
you to exclude these amounts from customer totals.

Show Customer PO. Indicates whether to print the remarks from DR/CR memos. (On memos
for posted invoices, the Remarks field contains the original customer PO number.)

Show Payment Detail. Specifies whether unapplied payments are included on the report.

MQAD



DR/CR Memos 111

Show Invoice/Master Comments. Enables you to include master comments attached to the
customer and transaction comments attached to the invoice.

Comment Type/Language. Enablesyou to select master comments by type and language code.
You can set up customer master comments in Master Comment Maintenance.

Column Days. The default aging periods are 0, 30, 60, and 90+ days; however, you can change
these. (You can even project cash inflow by specifying negative column periods, such as—-30
for receivables due in the next 30 days. However, the Cash Management module contains a
more flexible cash flow projection report.)
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Customer Maintenance
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Curtomer Malntenance ¥

Aty

Customer Adidress

10810400

CENTUREY HALLMAKK
Aftenbion: Accaists Pagahls
INENAOI0 Cerdury Blvd
PO Baw 675

Los Angeles Stete: C& Fort GR000 Format; 0
unied States of Amernca uta County: G01

Hark Schinall [2): Max Machas

I1 39300391 Ext. rill Eati
213-920-009% F ] Addad: S/LSS1587

Fuslomer Credil Gata

Credi Lamk: SIE000 i Pk 0,09 Bl Ta
Twirroe: S10-30 Frharice Clsrgs: o Lt Cradil Revmw W
Crndit Hobd: Statamane Last Cradit Update: | 107572004 =
Crodik Rating: 1 Statemant Syele: 1 Higle Crechb: 4,370 004
DB Kumbes; 019300 D Letter: & High Doyter 1017732004
P Requered: Ladt Payment: LOUZS/2006 Latt Sale: 1W17/2006

The next activities—finance charge calculations, statements, and dunning letters—are optional.

Prior to doing any of these, however, you should ensure that customers are set up correctly in
Customer Maintenance (2.1.1). Customers must be flagged appropriately before you can calculate

finance charges or print statements and dunning letters for them.

Finance Charge. Set Finance Chgto Yes. A Statement Cycle code is optional, but you can use

it to select customers for finance charges based on their statement frequency.

Statement. Set Statement to Yes, and specify a Statement Cycle. For statements, Statement

Cycleis mandatory.

Dunning Letters. Set Dun Letter to Yes. A Statement Cycle codeis optional, but you can use

it to select customers for dunning letters based on their statement frequency.
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Finance Charge Calculations

Finance Charge Calculations

Finanes Chargs Caleulitian

dl Gato = duticey =

Bill Ta: CDOTOOLD Fac 1001000

St Cycle To

Cufrefity: USE
fig of Crate; O/2000
Effechive Dale: BASI000
Graen Daye: 0
Interest Rake % per Annumt 10.00%

Minimum Finance Charge: 5.00

Include Previcus Finance Chos

Sufmmary Only Dutpult: Dage

Finance Charge Calculation:

Days Overdue = Lesser of..
(This Run Date - Last Run Date) or

(This Run Date - Due Date of Customer
Balance)

Amt Open x X Interest Rate

You can calculate finance charges for arange of customers and statement cycles and for a specific
currency. The system posts finance charges to the Sales Finance account specified in
Domain/Account Control (36.1). QAD SE first determines the number of days the customer
balance is overdue, then cal cul ates the actual finance charge amount.

As of Date. Date from which open itemsis aged. Enables you to calculate finance charges as
of the end of the month.

Effective Date. When the finance charges become effective in the general ledger—usually the
system date (however, at month-end, you may want to backdate the chargesif you do not
calculate them until the next month).

Grace Days. Some companies give customers extradays before ng finance charges. For
example, if aninvoiceisduein 30 days, they may give a grace period of five days and not
assess finance charges until the invoice is overdue by five days.

Interest Rate Percentage Per Annum. Annual interest rate.

Minimum Finance Charge. A minimum charge often applies. A company might charge a
minimum of $10, even if the calculated chargeis only $2.50.

Include Previous Finance Charges. Finance charges can be cal culated on open invoices and
memaos only, or can include unpaid charges that are overdue.

Summary Only. Yesto list customer totals, No to also list transaction totals.
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Finance Charges Password Protect

You cannot reverse the calculation once run. You can, however, enter an adjusting DR/CR memo.
This function should be password-protected.
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Statements
Queality Pencil Company STATEMENT
2000 World Vay
WTLET T TaaieT atemner ::IIJIII IUI
Simtone: T Tt Los Angeles, CA 89000
= ol = Artaon = LSA ok Diate: 12106/H0
Bill To: 7004000

0l T | 1001000
Fram Dats:| 7/L72000 w
outstanding Balsnce Onlys|¥
Btatarnent Cycde:

Campany Address:| 9000

== Thamk Viu For Tour Budhead*®

[2]

e Massage

b aburnn Daye: !

an

Wieshwaod Reliable
Wieshwaod Shopping Center
T7 Sunset Stnp

Block B-2

Wieshwaod, CA 90200
LS A
Lrate Reference Type D Dl Amount  Amourd Open Cur
1101498 31000035 Memo 120195 =,000.00 .00 vz
1115498 100000 Irrvaice 121296 20,722.00 20,723.00 U3D
113098 158002 Payment =32.,000.00 000 ush
Total Amount Dpen 20,725.00
Paymients Unapphed o.:uo
Total Contested Qoo UED Total 20,0%.00
Cwrrént PastDue 1 Post Duwe 30 Pad Due 60
0.0o0 000 000 000

[*** Thank ¥ou For vVour Business ™ |

Usually statements are printed on aregular basis, such as monthly or quarterly, based on the
customer statement cycle. Customer Account Statement Print (27.14) list all open invoices,
memos, finance charges, and payments. Specifying a From Date enables you to print only activity
that has happened since this date, along with a complete history of open invoices regardless of

dates.

Outstanding Balance Only. Specifying Yesin the Outstanding Balance Only field limits the
report to any outstanding balance, without the rest of the history. The default is No.

Company Address. The Company Addressfield enables you to select which company address

appears on statements.

Column days, detail selections, and messages are user-defined. You can use them to tailor

statements to customer requirements
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Dunning Letters

Dunning Letters

G T o ity
Master Comneents

Masier Refersnes: Over 30

Type

Los Angeles, CA 90045

Guality Pencil Co. Fage 1
Macter Conmant Mulrtersace | 9000 World Way 11/09,/96

Warldwide Business Supply

G000 Cemtral Avenus
Anahem, CA 92101

E¥EY Firat Hocice YROW

[Thiz i3 & reminder That FOOI &CCOURT 19 DOW mOCe l:h-u.'.E ) days Fast| hee

Please sulimit payeent for all overdus itess as listed belov] f

Attention:. Mr.. Axel Tummers

+++FIRST NOTICEws+ i

V1T w0l Bl s oy Erruring Lmiier Frivd

This is a reminder that your account
balance 15 more than 30 days overdue,
BT | 108100 Flease submit payment for all overdus
iterns &g Hsted below.

- ials - Fo

[f vou have any questions, contact Jane
Foster at 805/684-6514.

Yo

Days
Bef. Dus ILate Order F.O. Amoumt
70231 B/25 35 2007 4815-2 10,000
E00E9 8/30 a0 4310 4731-5 S0

] Crear ¥ Total 10,2800

Dunning letters are different from statementsin that they can be printed with a standard form letter
reguesting payment. Using Customer Dunning Letters Print (27.11), a different letter may be
printed based on the number of days late the amount is. For example, you may print a different
letter for someone who is only 30 days late than for someone who is over 6 months late with their
payments. Dunning L etter Reference, Type, and Language code are used to access the appropriate
dunning letter text.

Thetext of the form letter is recorded in Master Comment Maintenance. You can set up an
unlimited number of letters in multiple languages simply by using different master comment
reference codes. This enablesyou to storelettersthat vary in intensity based on the number of days
the account is overdue. You can also store letters in multiple languages.

When the letters print, they print the customer name and address, along with the letter text. At the
bottom of the letter, al of the aged overdue balances for the customer are printed. This includes
open invoices, memos, and finance charges.

You can print dunning letters for arange of customersin abatch. You need not print letters for
customers owing only a small amount. (Set the Minimum Amount Past Due.) First, the system
ages the amounts due for a customer and finds the oldest amount; it then chooses the letter text
corresponding to that past due period.

Another option when printing dunning letters is to have the system put the customer, and even all
ordersfor the customer, on hold based on the number of dayslate. Thisresetsthe hold flagsfor the
customer and sales order.
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If acustomer has a contested invoice, QAD SE till prints adunning letter.
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Customer Credit Review and Update

Customer Credit Review and Update

Gt nmes Cradit BedwaiUpds X
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Page: 1
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tigh Cr TALE20
wigh Dt ALALZOOF
Added: ASIRATO0T ™

Bedgraness IWI091T
Fepect Cate

Commanti

Duf Lvdl

When you are trying to collect overdue amounts, quite often you want to record comments. For
example, if acustomer disputes an amount, you may want to record the details of the dispute. Or,
when a customer islatein paying, you may want to record the reason. Thisinformation would then
be available the next time you call to collect.

Credit Information

Customer Credit Review/Update (27.10) has two main sections. Thefirst gives you a summary of
the customer’s current credit status including aged balance, credit rating, and payment
information. This provides you with vital credit information at a glance.

Comments

The second section lets you attach comments to a specific invoice or memo. You can easily update
them as collections activities progress. When the memo is closed and del eted/archived, the system
automatically deletes these comments.

Credit Limit Update

You can also use the Customer Credit Limit Adjustment (2.1.7) to automatically increase or
decrease credit limits for arange of customers, and base the update on a fixed, compound, or
simple percentage rate.
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Exercise 6: AR, AR Support, and Reports

Review Invoices in AR

Begin by reviewing the invoice information that was passed to Accounts Receivable by Invoice
Post.

DR/CR Memo Inquiry

1 Inyour DR/CR Memo Inquiry (27.2), enter your invoice number into the Reference field.

If you forgot your invoice number, enter your customer bill-to code (100). Thislists al of the
invoices for this customer.

2 Examine the amount and distribution information. You should be able to identify the amounts
that were posted as sales (account 3000, cost center 0100), and freight revenue (account 4100).

DR/CR Memo Maintenance

3 Try to change the invoice in DR/CR Memo Maintenance (27.1).

4 Enter the batch number
(or press Next to set it to blank) and the reference (invoice) number.
What fields can you change?
Wheat fields are you unable to change?

Note Do not save any changes.

Enter DR/CR Memo

During implementation, debit/credit memos are used to initialize customer opening balances. In
this exercise, you use a DR/CR memo to enter the opening balance for customer 1004000. This
customer has already been set up in the training database.

DR/CR Memo Maintenance

1 Inone batch, enter the following balance information for customer 1004000.
You can use the Reference field to cross-reference the invoice numbers from your old system.

Batch: Next
(Batch) Control: 12,550.00

Let the system calculate the discount and due dates for each memo.
The first memo is for an invoice from three months ago. Be sure to get the dates right.

Reference: 102
Bill-To: 1004000
Currency: uUsD
Type: M
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Date: 3 months ago
Effective Date: 3 months ago
Tax Date: 3 months ago
Memo Control: 2,050.00
Sales Amount: 2,050.00
Credit Terms: 30
Salesperson[1]: 99
Commission[1:] 2%

Account: 1200
Contested: Yes
Daybook: D/C Memo

Ignore Tax Error for now. Remove the Tax usage code from the pop-up tax window.

Distribution Lines:

Account CcC Tax Description Amount
3000 0100 N Sales 2,050.00
The second memo is for an invoice from two months ago.
Reference: 351
Bill-To: 1004000
Currency: usD
Type: M
Date: 2 months ago
Effective Date: 2 months ago
Tax Date: 2 months ago
Memo Control: 5,500.00
Sales Amount: 5,500.00
Credit Terms: 30
Salesperson[1]: 99
Commission[1:] 5%
Account: 1200
Contested: No
Daybook: D/C Memo
Distribution Lines:
Account CC Tax Description Amount
3000 0100 N Sales 5,500.00

Ignore Tax warnings. Take out the Tax usage code in the tax pop-up window.

Thefinal memo is acredit against invoice (memo) 351. Credits are entered as negative

amounts.
Reference: CR351
Bill-To: 1004000
Currency: uUsD
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Type: M
Date: today
Effective Date: today
Tax Date: today
Memo Control: -2,000.00
Sales Amount: -2,000.00
Credit Terms: 0
Salesperson[1]: 99
Commission[1:] 3%
Account: 1200
Contested: No
Daybook: D/C Memo
Distribution Lines:
Account CC Tax Description Amount
3000 0100 N Sales -2,000.00

6 Ignore Tax warnings. Take out the Tax usage code in the tax pop-up window.

DR/CR Memo Inquiry

7 IN DR/CR Memo Inquiry (27.2), review the memos you just entered for customer 1004000.

DR/CR Memo Register

8 Print the DR/CR Memo Register (27.3) for your batch.

9 Reset Print GL Detail to Yes; the detail isuseful for reconciling AR and GL.

Thisreport should always be printed after entering abatch to verify the entry. Filed copies may
be helpful for quick viewing and for use by non-AR people.

Customer Account Inquiry

10 In Customer Account Inquiry (27.13), review the account information for customer 1004000.

11 Enter the customer number. The total balance displays in the Balance field. It should be
$12,500.00. (If not, go back and correct your DR/CR memos.)

12 Press Next. The customer’s detailed account information displays showing alist of all
customer invoices, DR/CR memos, finance charges, and payments.

13 In Customer Account Inquiry, review balance information for other customers. At the
Customer field, pressthe Up Arrow or the Down Arrow keysto scroll through all the customer
balances.

14 Noticethat you can review balance information in terms of either your base currency or the
currency of the DR/CR memo.

15 For customer 2001000, change the currency to CAD.
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Currency = CAD
Reporting Currency = CAD

Print Aging Reports

In thisexercise, you will print and compare two different types of agings. Try each of the selection
criteriato see how you can generate reports for specific customers or groups of invoices.

AR Aging by Due Date Report

1 Print the AR Aging by Due Date report (27.16) for customer 1004000.
Currency = USD
Reporting Currency = USD

AR Aging by Invoice Date Report

2 Print the AR Aging by Invoice Date report (27.17) for customer 1004000.
Currency = USD
Reporting Currency = USD

3 Compare the two agings. Are there any differences?

Finance Charges, Statements, and Dunning Letters (Optional)

First, you will calculate and verify finance charges on overdue amounts. Then, you will print
customer statements to see how these amounts appear. An optional exercise on setting up and
printing dunning letters follows. Do it only if you havetime.

DR/CR Memo Inquiry

1 Calculate finance charges for customer 1004000 using Finance Charge Calculation (27.12)

2 Enter agrace period of seven days, an interest rate of 10%, and a minimum finance charge of
$5.00.

Notice that finance charges are not calculated on the contested invoice (#102).

3 InDR/CR Memo Inquiry (27.2), review the DR/CR memo created for the finance charge.
The Type should be Finance Chg.

Customer Account Statement Print

4 In Customer Account Statement Print (27.14), print the statement for customer 1004000.

Master Comment Maintenance

5 In Master Comment Maintenance (1.12), record text for three dunning letters.

6 Use master references Over30, Over60, and Over90.
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Each letter will be used for adifferent aging period. Note that you can use the Type code to
distinguish between multiple dunning letters for the same master reference.

Customer Dunning Letter Print

7 In Customer Dunning Letter Print (27.11), print dunning letters for all customers with a past
due amount greater than $100.00.

8 Specify Days Late of 30, 60, and 90 and the master comment reference codes you entered
previoudy. (Disregard any warning messages about currency exchange master errors.)

Which dunning letter printed for customer 10040007 Did one print for customer 100? (If the
dunning letters did not print, check the Dun Letter field.) Compare the dunning letter to the
statement. When would you use each?
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Overview

QAD Standard Edition Financial Management

system Introduction - Accounts Payable Vouchers
Basic Data Setup | 2. Accounts Payable
Multinational Setup Payments
(Optional) | 4 H?:Q‘?:MISC Reporting
Accounts Receivable (Optional)
Data Setup AP D!'EC:IH Management
Invoicin iphend)
|
Dvb"r Cg it M Multinational AP (Opticnal)
[=] ]
el General Lecger Setup
Accounts Receivable General Ledger
Payments Transactions
Drc::”r_ Management General Ledger Reports
(Optional)

R . Multiple Entities (Optional)
Multinafional AR {Optional) Multinational GL (Optional)

Purchasing/AP Data Setup Currency Dependent

Furchasing Founding

This chapter describes how to process payments in accounts receivable.

There are two main categories of payments: direct payments and drafts. Direct payments are cash,
checks, and wire transfers sent by the customer. Drafts are a specialized form of payment used
mainly in Europe. Different functions are used to process direct payments and drafts. This chapter
focuses on direct payments.

MQAD



AR Payments 127

Payment Processing Flow

Payment Processing Flow
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Use Payment Maintenance (27.6.4) to record customer payments and apply them to an open item,
such as an invoice, or to record miscellaneous cash receipts, such astax refunds.There are three
types of direct payments.

+ Applied Payments
Use applied payments to record cash from a customer specific invoices, memos, or finance
charges.

« Unapplied Payments
Use unapplied payments to record cash received from a customer that does not apply to

specific invoices, memoas, or finance charges—for example, a prepayment for afuture invoice
or an overpayment.

« Non-AR Payments

Non-AR payments include tax refunds or rebates that do not originate as a result of customer
sales. While non-AR payments do not need to be processed in the Accounts Receivable
module, entering them with other cash receipts simplifies data entry and provides an audit
trail.

Note Payments should be applied whenever possible. If it is unclear how a payment isto be
applied, you can initially record the amount as type Unapplied and research it after the rest of the
batch is entered. You should always go back and apply unapplied payments; open payments cannot
be deleted or archived.
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Print Registers

After processing payments, you should print the Payment Register (27.6.6) and Payment
Application Register (27.6.10). You probably need to go back to them when reconciling bank
statements and to track cash flow.
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Payments
Payments
PR/CH Mamo Muint arianc w *
W Gola ™ Artw =
Bateh: 104% Contred; 19,970 Totali 1¥.970

Payment Maintanance =
Referance; [V10014
Currency: USD Type: 1 alicitin i
Meme Confral; 1997
Sales Amt: 1997 Bakch: 2100 Cordred: 15,970 Total 0.000
Cr Tarie:
Dz Date) 852061004
Chue Drate: 5062004 Chec: 221 Ball Tor 00010001 Uriversity of Caldormia
Expt Doabe: Currancy! USD Tyne: P
Bk Check Control; 0.00 Amount: 000
Prirted: Crats: B/RSTI00R Bgkek: 2100
Effective: B/S/Z008 Dayhook: systarn
Bank: 1 Adcgunt: 10
Toach Intermational
Dhicgum Lesgunt: 980
Remark | Enarty: 100
Auta Apply

Using Payment Maintenance (27.6.4), you can enter batch and check control totals, effective dates,
GL account codes, and customer bill-to codes.

Note Payment Maintenance looks similar to DR/CR Memo Maintenance.
The following is a summary of the main fields in Payment Maintenance:

Check. The check number to be applied. Typicaly, the number printed on the customer’s
check. The check number must be unique for a customer, but two customers may send you the
same check number.

Currency. Enter avalid currency for this payment. Currency defaults from the Bill-To address.
If you are processing a cash receipt in another currency, you must specify it here.

Bank. Bank into which you deposit the payment. It defaults to the first bank code
(alphabetically) for the customer currency. If you change the currency, the bank code changes
automatically. The GL cash and exchange gain/loss accounts default from Bank Maintenance
based on the bank selected. If you use a separate GL account to control each bank account, you
should not change the default account. The bank code is assigned to an entity.

Auto Apply. Enables you to apply one check to multiple invoices, memos, and finance charges.
If you set Auto Apply to Yes, the system displays an Invoice/Memo Selection frame, where
you can enter arange of transactions to include.
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Select All. Determines the default status of each transaction as selected or unselected. Set
Select All to Yesif most or all of the retrieved open items are covered by the payment.
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Applied Payments

Applied Payments

Automatic
Paymant Malmenance 2| Pavrmeni
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Apply acustomer’s payment by entering the reference numbers of the invoices, memos, or finance
charges for the payment in the Reference field of the payment distribution line.

After entering the reference number, the system prompts you to enter the amount to apply. You
enter the entire amount paid, including any discount taken. You can also apply one payment to
multiple invoices, memos, and finance charges.

The following is a summary of the main fields used when applying payments:

Reference. |dentifies invoices, memaos, or finance charges paid by the check. If you do not
remember the reference numbers, use the look-up browse to display the customer’s open items
and the amounts. The open items are displayed in sequence by date, enabling you to apply
payment against the oldest item first. If the reference has a contested amount, a warning
displays.

T (Payment Type). Identifies the payment type as Invoice, Memo, Draft, Unapplied, or Non-
AR. On applied payments, the type displays for the transaction you enter in the Reference
field.

Account. On applied payments, the account, account and sub-account combination, cost
center, or allocation code displays for the reference. You can override thisinformation if
necessary.

Amount to Apply. Thisfield displays the entire invoice amount before discounts.
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Cash Amount. Thisfield displays the amount the customer owes.

Discount. Thisfield displays the discount the customer is qualified to take on this payment,
calculated by the credit terms and payment date. You can manually override this amount.

For example, if acustomer takes a 2 percent early payment discount and pays you only $980
toward a $1,000 invoice, the Amount to Apply value is $1,000. If the customer is eligible, the
system displays a cash amount of $980 and a discount of $20. If not, Cash Amount is $1,000
and Discount is zero.
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Unapplied Payments

Unapplied Payments
| Payment Mainkenance
W GaTa = Acion ™
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In some situations, you receive a customer payment but do not have an invoice (for example,
prepayment or deposit) or are not sure which open item to apply it to. In Payment Maintenance,
you record this as an unapplied payment. Unapplied payments decrease the customer balance;
however, they remain open until applied. The following is a summary of the main fields used for
unapplied payments:

Reference. Leave the field blank because you do not have a reference for the payment.

T (Payment Type). Specify type Unapplied. The N/U (Non-AR/Unapplied) Reference window
then displays for you to record an optional reference, such as the sales order number associated
with aprepayment, for the unapplied payment. You can enter multiple distribution linesfor the
same payment by specifying multiple N/U references.

Account. To accumulate prepaymentsin aGL liability account, change the default GL account
to your prepayment account during line item entry. When you apply the payment, the amount
is moved from this prepayment account to the AR account for the invoice.

Use Unapplied Payment Application (27.6.9) to apply the payment amount to open items. You
simply enter the check number, the unapplied reference number, and the reference numbers to
which the payment applies. This function creates an audit trail by adding a payment record with a
new reference number and the type Applied.
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Non-AR Payments

Non-AR Payments

Paymant Malntenance =
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Sometimes, your company receives miscellaneous payments, such as tax refunds, that are not
associated with customer sales. These payments are referred to as non-AR payments. In Payment
Maintenance, non-AR payments are handled in a similar manner to unapplied payments, except
that you must set the payment type to Non-AR.

You must also process non-AR payments against a customer set up in Customer Maintenance
(2.1.1). Most companies set up a miscellaneous customer record specificaly for non-AR
payments, and then record the actual source of the payment in the payment Remarks field.

Non-AR payments create GL entries for the accounts you specify.
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AR Payments

135

Underpayments and Overpayments

Payment Type

Action

Underpayments

Change the discount
account to the sales
dllowance account.

Overpayments

Apply payment to all
invoices, then enter the
overpayment amount as
Unapplied.

When a customer underpays, you can either leave the balance open or write it off. You can write

off the amount using Payment Maintenance (27.6.4). If you have a GL account for sales

allowances, simply change the discount account on the payment to the sales allowance account.

Overpayments are handled differently. When a customer overpays, enter the overpayment amount
as an unapplied type of payment in Payment Maintenance (27.6.4). When you enter the payment

distribution line for the overpayment, leave the Ref field blank and enter U (for unapplied) inthe T
(type) field. Enter the overpayment as a separate payment distribution line.

The overpayment amount remains on the customer’s balance and statement until you apply it to a

future invoice or memo.
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Returned Checks

Returned Checks
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A. Custorner'scheck is refumed. You creale a DR /CR memo fo
reopen the balance:

Account Receabls 200

Soles Tarms 10

Cosh 490
L. Recond bad check charges on a ORCR memo:

Account fecehobla 10

Bod Chacks 10

Sales AR Cash Sales Terms Bad Checks
s 500 | s00e 450R 102 | . 104
P A9P 12
100

1 Re-open AR when acheck bounces.

To handle checks returned by the bank as NSF (non-sufficient funds), you can enter an AR

adjustment to re-open the account balance.

2 Enter DR/CR memo with remarks.

The best way to handle areturned check isto enter adebit/credit memo for the amount and use
the Remarks field to identify the reason. This procedure maintains the correct audit trail and

GL transactions. You can also enter a processing fee at thistime.

3 Send apending invoice with customer check.

Another way to handle areturned check is to create a pending invoice and send it to the

customer along with the check.

The slide shows the entire processin detail, aswell as the GL transactions created.
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Applying Credits to Debits

Applying Credits to Debits (Zero Payments)

1. PostInvoice

il Reterence Type Amount Open Check
2. Post Credit Invoice 10001 | 2000 O 6012

For Returned Goods

-$2000.00 10002 | -2,000 0 6012
3. Processlero Payment | | 6012 P 0 0

Apply to Both Invoices

Retf AmtTo Apply
10001  +52000.00
10002 - $2000.00

When a customer has an outstanding credit, they typically subtract it from the total amount they
owe before they send you payments.

For example, if a customer owes you $1,000, but has an open credit for $50, the customer usually
sends a check for $950. In this situation, you would process the $950 payment and apply both the
$950 payment and the $50 credit to the $1,000 invoice.

However, sometimes, a customer’s debits equal their credits, so the customer does not owe you
anything. Perhaps the customer was billed by mistake, or the customer returned all the goods for
credit on future sales. In order to close out both invoices, you must process a zero payment and
apply it to both invoices as shown in the slide. This action sets the open amount to zero on both
invoices.
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AR Interface to General Ledger

AR Interface to General Ledger

GL Transactions

Sales Orders-Types IC, 5O
General Ledger

* |Invoice Post /'?.Unpc)sfe d H‘.

Transaction ——
k File

e

« Shipments ‘ —

Fost
Transactions
to GL Accounts

Accounts Receivable - AR

o

* DR/CE Memos
+ Payments
- FInanceCharges

Print DR/CRE Memo Eegisler,
Paymenit Register,
AR-GLTransaclions Reporl

The Accounts Receivable modul e generates transactions that are eventually posted to accounts,
sub-accounts, cost centers, and projects in the General Ledger module. Because the general ledger
is the source of a company’s financial reports, accuracy in accounts and amountsis vital during
salesand AR activities.

All GL transactions are stored in the unposted transaction file until they are posted in Transaction
Post. Before posting, you should carefully review the AR-GL Transaction report, which lists all
unposted GL transactions created by AR activities. You should also print DR/CR Memo Register
and Payment Register with Print GL Detail set to Yes. These reports are useful for finding
transactions that correspond to those printed on GL reports.

The system may create AR transactions in detail (one GL transaction for each AR transaction) or
summary mode (summarized by day, type, and batch), as specified in Accounts Receivable
Control.

The GL transactions for any given activity vary depending on the kind of sale, whether there are
variances, and whether the activity involves multiple currencies or entities.

In the General Ledger module, reports are often printed by transaction type. Sales transactions that
affect inventory aretypeIC, invoices are type SO, and all accounts receivable transactions are type
AR.
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GL Transaction Summary and Invoicing

GL Transaction Summary, Invoicing/AR

Accounts Receaivable
Exchanges Gairy'Loss

Transaction | Type| DR/CR | Account
Shiprments! ] Cost of Goods Sold
CH Imverniony
Imvoice Post? S0 CR Accounts Recslvable
CR Lales Discounts
DR Soles Freight Appled
_E Sl
CE Irdiler Charges
CR Taxes
= sales Freight Accrued
DR/CR Imtercompany
DRE/CR Meimos AR DR Accaunts Recslvable
B [Crxes
DR/CR IMtercormpary
Payments - Appled AR DR Cash i
OFE sales Terms Discounts
e
B/

A

o
1]
A

Vienentony iterms only: noneinventon Monsaciors such ab mennd ienmns ond drop shiprent do fot creafe GL anlies
unftil fhe irvoics B postad,

2 Horrewenion iferms Ioke the sales, sales discounts, and fox account from Systemfaccount Confrol.

Itisvery useful to look at the GL transactions created by invoicing and AR activities.

Shipments credit (decrease) inventory at the site (entity) from which the product was shipped and
debit (increase) cost of goods sold at the line item site.

Invoices/Memos

Invoice Post credits sales, taxes, and other charges and debits accounts receivable and sales
discounts at the site (entity) that shipped the order. If the two entities are different, an
intercompany balancing entry is created.

Entity by Line

Debit/credit memos post the AR amount to the AR entity. Other accounts (usualy sales, freight,
and taxes) are entered on the distribution lines. You can specify adifferent entity on each line. The
system automatically creates intercompany balancing entries for the account specified in Accounts
Receivable Control (27.24).
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GL Transaction Summary, Invoicing/AR (Continued)

Transaction Type | DR/CR | Account

Payments - Unapplied AR DR Cash

and Morn-AR CR User-Selected Account

Unapplied Payment AR OF User-Selected Account

Application Sales Terms Discounts
CR AccountsReceivable
DR/CR | Exchange Gain/Loss

Returned Checks AR DR AccountsReceivable
CR Cash
CE Sales Terms Discounts
DR/CR | Exchange Gain/Loss

Finance Charges AR DR AccountsReceivable
CR Sales Finance

Payments can also reference multiple entities. The cash is debited to the entity specified and the
AR amounts are credited based on the entity from the invoice or memo, and intercompany entries
are created.

Finance Charges

Finance charges debit the Accounts Receivable account for the customer and credit Sales Finance
as specified in Domain/Account Control (36.1).

Unapplied/Non-AR
For unapplied and non-AR payments, you need to specify the account to be credited. The credit

account defaults to the customer AR account or the sales account, but you may want to override
these defaults.
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Multi-Entity AR

Multi-Entity AR (Posted Invoice)
Gl Transactions (Type $O)
Invoice #79999
Enfity 1000 | Entity 2000
Header Site 10000 (= Enfity 1000) AR
L

Llr'\-|:_- I1|:.-rr'| | Lr\-‘] I:I |

site 10000 [= Entity 1000) sSales Sciles

Exterced Price 32,000 B = i_ =

Soles Discourt <N hdica 200 N

Fost

Lire e 2 . skes Disc sales Disc

Site 30000 (= Entity 2000) 200 | 50 |

Exterded Price S00.00

s0les Discourt <50

Soles Tax
=0les Tax on Crder &0 | oeU
————— INlercompary Imtercompary
Ordder Tofal 25610 ‘ S00 500 ‘
50 =

The GL transactions become more complicated in multi-entity environments.

Inthe dlide, an invoiceiscreated at site 10000, which is assigned to entity 1000. Thefirst lineitem
is shipped from site 10000, but the second is shipped from site 30000.

The AR and sales tax entries are posted to entity 1000 because entity 1000 originated the invoice.
Sales and sales discounts for the first line item are also posted to entity 1000. However, the sales
and sales discount amounts are posted to entity 2000.

Since site 30000 is assigned to a different entity (2000), mirror entries are created for the
intercompany account for the sales and sales discount amounts of the second line item.

If the sales order header does not specify asite, QAD SE creates the GL entries for the default
entity from Domain/Account Control (36.1).
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Multi-Entity AR (Payment)

Multi-Entity AR (Payment)

Entity 1000

GL Transactions (Type AR)

Entity 2000

AR
2,610

Cash
2,410 ‘

M QAD

Payment is processed by entity 1000, not entity 2000.

QAD SE enables you to create sales, inventory, and cost of goods sold transactions that reference
multiple entities; however, if your company requires AR reporting by entity, make sure that sales
order lines are created only for sites assigned to the same entity the sales order header siteis

assigned to.
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Delete/Archive AR History

Delete/Archive AR History

Clegnd AR Delete!Aickiom X

W GaTa - i =

ke | 20008 a Yo: B/LI2008

1] . ™ T - |

nill To:| nonionon [ to: oooiooon [
Reference: 00010001 v | To: 00010001

Cimlata; o

Archiee: ¥

Archivn Filn Subpad: page

The system keeps all of invoicing and accounts receivable information online for an unlimited
amount of time. There is no automatic purge at month or year end. To delete accounts receivable
information, use Closed AR Déelete/Archive (27.23).

The system only deletes AR transactions that are totally paid and payments that are totally applied.
It also deletes non-AR payments. The system does not delete unapplied payments.

Run the program without actually deleting any records by setting Delete to No. Then review the
resulting report before setting Delete to Yes and running the program again.

Temporary customers disappear when you perform the delete/archive.

A good way to make sure you do not delete items you need isto run this report specifying Delete =
No. Print and verify the report, then rerun it with Delete = Yes.

You can saveitemsto an archive file before they are deleted. Archive files should be backed up to
tape and put in a safe storage place. Then, if you ever need to reload thisinformation (for example,
for the auditors), you can load it back into your database from the tape.
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Exercise 7. Entering Payments, Returns and Credits

Entering Payments

In this exercise, you will enter applied and unapplied payments.

Payment Maintenance

You have just received payments from two customers. One is a payment for $184.97 from
customer 100 to pay an open invoice. The other is a $5,000.00 payment from customer 1004000,
and you are not sure what to apply it to.

1

In Payment Maintenance (27.6.4), process the payments as follows:

Batch: Next

(Batch) Control: 184.97
The first payment, from customer 100, is applied to an open invoice.
Check: 221

Bill-To: 100

Check Control: 184.97

Date: tomorrow

Effective: tomorrow

Daybook: AR Payment

Click Next.

Do alookup browse in the Ref field to see alisting of open items for customer 100. Select the
invoice for $188.75

Ref: Select invoice for $188.75
Account: 1200 (AR)

Amount to Apply: 188.75

Cash Amount: 184.97

Discount: 3.78

Notice how the system cal culated the discount for you.

Return to the main screen. Start a new batch. The next payment is $5,000.00 from customer
1004000, and you do not know what invoices to apply it to.

Check: 402
Bill-To: 1004000
Check Control: 5,000.00
Date: tomorrow
Effective: tomorrow

Click Next three timesto get to the payment application frame. Since thisis an unapplied
payment, leave the reference blank. You see a warning message reminding you that you have
not applied the payment.
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Type: U

N/U Ref: OPEN
Account: 1200 (AR)
Amount to Apply: 5,000.00
Cash Amount: 5,000.00
Discount: 0

Customer Account Inquiry

7 In Customer Account Inquiry, review the account balance for customer 100. Notice how check
number 221 is pegged to your invoice and how the payment has a zero in the Amount Open
field. The system also calculates the number of daysit took the customer to submit the last
payment received against theitem. Thisis calculated as the difference between the invoice
date and last payment date.

8 Review the account balance for customer 1004000. Their balance is decreased by $5,000.00,
but al items remain open.
Payment Inquiry

9 InPayment Inquiry (27.6.5), review the unapplied payment (#402).

Unapplied Payment Application

10 You call customer 1004000, and they tell you to apply the $5,000.00 check to their oldest
invoices.

11 In Unapplied Payment Application (27.6.9), enter the following:

Reference: Next
Bill-To: 1004000
Check: 402
Unapplied Ref: OPEN
Date: tomorrow
Effective Date: tomorrow

Do alookup browse for alist of open items and apply check 402 to the oldest one.
Which items did you apply the invoice to and how much did you apply to each?

Customer Account Inquiry

12 In Customer Account Inquiry (27.13), review customer 1004000. Notice the balance has not
changed, but the amount open on the items has changed. Set Open Only to Yesto display only
the open items.

Payment Register

13 Print the Payment Register (27.6.6).
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14 Set Print GL Detail to Yes.

Thisisavery useful report, especially for cash control purposes. It should be printed on a
regular basis and filed. You usually need to go back to this when reconciling bank statements
and to track cash flow.

Payment Application Register

15 Review the Payment Application Register (27.6.10) for tomorrow’s date. This shows where
the unapplied payment was applied.

Returns and Credits (Optional)

In this exercise, you will complete the entire process of sales order returns and credits. First, you
will create, ship, and post an invoice. The customer returns the order, so in Sales Orderg/Invoices,
you will create a negative sales order (to update sales history), a negative shipment (to update
inventory), and a negative invoice (to update accounts receivable).

Since the return takes place after the original invoice was posted, you also apply a zero payment in

AR to close the DR/CR memos for the original invoice and the negative invoice.

Sales Order Maintenance

1 In Sales Order Maintenance (7.1.1), create a sales order for customer 1001000 for 100 of item
02-0010. Note the order number. Calculate Freight = No.

Sales Order Shipments

2 In Sales Order Shipments (7.9.15), ship the entire order.
Calculate Freight: ‘ No

Note You may receivea UM conversion error. If you do, ignore the message.

Invoice Print

3 Inlnvoice Print (7.13.3), print the invoice.

Invoice Post

4 Using Invoice Post (7.13.4), post the invoice to accounts receivable.

Sales Order Maintenance

Customer 1001000 returns the order for credit.

5 In Sales Order Maintenance (7.1.1), create a negative sales order (—100 of item 02-0010).
Noticetheword ** ¢ R E D I T ** inthetraler. Caculate Freight = No.

Ignore the Warning.
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Sales Order Shipments

6 In SalesOrder Shipments (7.9.15), create a negative shipment for the order.

Invoice Print

7 InInvoice Print (7.13.3), print the negative invoice.

Invoice Post

8 InInvoice Post (7.13.4), post the negative invoice. Leave the From and To invoice numbers
blank.

Customer Account Inquiry

9 In Customer Account/Inquiry (27.13), check customer 1001000’s account. Do you see the
debit and the credit? (If not, speak to your instructor now.)

Payment Maintenance

10 Use Payment Maintenance (27.6.4) to record azero payment to close out both DR/CR memos.
11 Enter zero for the batch contral.
12 Press Next for the next check number.

13 Enter zero for the check control.
For thefirst invoice, record the following:

Amount to Apply: 85.00
Cash Amount: 85.00
Discount: 0

Since no discount appliesto returns, the discount is zeroed out. Now, you will record the credit
to the debit.

Amount to Apply: -85.00
Cash Amount: -85.00
Discount: 0

Customer Account Inquiry

14 Usethe Customer Account Inquiry to review the effects of the zero payment for customer
1001000.

Review General Ledger Transactions (Optional)

Print out alist of the GL transactions you have created and review them. Make sure you
understand where each one was created and where the accounts came from.
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AR-GL Transactions Report

1 Print the AR-GL Transactions Report (27.21).

Review the transactions that you have created. Notice that these are summarized by entity,
account, and cost center.

MQAD



Chapter 8

Draft Management



150 Training Guide — Financial Management

Overview

QAD Standard Edition Financial Management

system Introduction Accounts Payable Vouchers
Basic Data Setup Accounts Payable
Multinational Setup Payments
(Cptional) 1092-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management

e [Opticnal)
Invoicing

Multinational AP (Optional)
General Ledger Setup
General Ledger

Cebit/Credit Memaos
Accounts Feceivable

Payments Transactions
Drul‘[‘_Munagemem General Ledger Reports
(Optional)

Multiple Entities (Optional)

Multinational GL (O ptional)
Purchasing/AP Data Setup Currency Dependent

Furchasing Rounding

In many European companies, invoices are commonly paid by drafts (notes receivable). A draftis
aform of payment that represents a promise to pay on a certain date.

Multinational AR (Optional)

After invoices are posted (or DR/CR memos are entered), your company creates a draft against the
shipped items and sends the draft to the customer. The customer then asks for modifications or
approves the draft, signsit, and returnsit to you.

The value of the draft usually equals the invoice amount, but there are other charges associated
with the draft. A supplier usually charges collection fees (to cover the cost of having the bank
collect the due amount from the customer) and discounting charges to cover the discounting fee if
the draft is sold to a bank.

In AR reporting, an open draft is treated just like an open invoice or memo. An approved draft
closes the customer invoice, but the draft itself remains open as a draft receivable until you (or the
third party who bought the draft from you) receive payment from the customer. In QAD SE, draft
amounts appear on all inquiries and reports, including agings. Drafts have an AR transaction type
of D. Drafts also appear on cash flow reports.
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Draft Processing Flow

Draft Processing Flow

Record

Fayment
[Closed)

Record Draft Print Record Draft Dié}coft.;ni
Approval ra
oposed) G {A;E;Eroved} (Discounted)

Eeverse Draft
Approval
(Void)

M QAD

In QAD SE, the draft processing flow is asfollows.
« Record the Draft

The draft is entered in Draft Maintenance (27.6.13). and attached to one or more invoices or
memos.

 Print the Draft

Drafts are printed using Draft Print (27.6.18). The printed copy of the draft is sent to the
customer for approval.

 Record Draft Approval

If the customer sent back an approved draft, thisisrecorded in Draft Approval (27.6.20). If the
customer initiated the draft, the draft is recorded first in Draft Maintenance (27.6.13).
Approving the draft creates a GL transaction to move amounts from accounts receivable into
drafts receivable. The invoices referenced on the draft are marked as closed.

» Discount Draft

Often, drafts are sold to athird party at adiscount. Discounting adraft records the cash receipt
and discount amount, but does not close the draft. I nstead, the draft amount remains in a bank
clearing account as aliability in case the customer defaults.

 Record Payment
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When the customer pays you or the bank, the payment is recorded against the draft in Payment

Maintenance (27.6.4). Recording a payment closes the draft. The draft and its associated
invoices can then be deleted or archived.

If an approved draft must be modified before payment or if a customer defaults, Approved

Draft Reversal (27.6.24) is used to create the necessary GL reversing transactions and to
reopen invoices.
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Draft Management

153

Heferanes

Iwiooos

Referamoe:

Date:
Cug Drate:

Expect Pay Dhatia:

Draft Madntenunce X

W deTa - Fakxay *

1008

Prapased
[ Fpalit:]
L Py T dalil |
TESI008

Bl T

B00R00D

Draft Maintenance

CENTURY MALLMARK

Bank: £

Currency

Printed

Open Amnount

FH L6800

(1.~

D

Remark
Arngunt: 100,000, 00
Total! 0.00

Ampunt

I

23,00

Disenunt

In Draft Maintenance (27.6.13), you record general information about the expected payment and

when it is due, and list the open invoices or memos to be included.

The draft statusis displayed below the reference number. New unapproved drafts have a status of
Proposed. Approved drafts have a status of Approved. When a draft has a status of Discounted,
Closed, or Void, you cannot access it again in Draft Maintenance.

The amount entered at the top of the screen acts as a control total, limiting the total amount of

invoices and memos that can be paid on this draft.

You can change anything on the draft prior to approval. However, once you approve the draft, you

can change only the due date and expected date.

In the draft header, the key fields are:

Reference. The AR reference number for the draft. This value defaults from the Next Memo
number in Accounts Receivable Control. You can manually specify a number if External
Memo References Allowed is set to Yes in Accounts Receivable Control.

Due Date. The date when the draft is due to be paid. This date prints on formal documents,
such as customer statements. The AR Aging by Due Date report uses this date to calculate

aged amounts.
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Expect Pay Date. Optional, the date you expect the customer to honor the draft. Cash flow
reports use the expected pay date instead of the due date to project incoming cash based on
firm commitments or known customer payment patterns.

Bank. The bank you expect to receive payment into. The bank code accesses the correct entity
and GL accounts when you post transactions. If necessary, you can change the bank when you
discount or record payment for the draft.

Currency. The bank currency must match the draft or customer currency. On foreign currency
drafts, you are prompted with the default exchange rate, which you can override.

Remark. The system displays general remarks pertaining to this transaction. Invoices posted
from Sales Orders/Invoices store the customer PO number in the Remarks field.

Amount. This amount must equal the total of al the invoices, memos, or finance charges
(minus credit terms discounts) referenced on the draft before the draft can be approved.

In the second frame, you list the open itemsto be paid on the draft. Each draft can reference one or
more open invoices, memos, or finance charges. The open amount for the reference displays.

Normally, the entire amount open is paid, but partial payments are accepted. Once the draft is
approved, the entire open amount on each individual item is decreased by the draft amount; the
draft remains open until payment is recorded. If the customer is eligible to take a credit terms
discount on the open item, it displays. You can manually override this amount.

Thereisno GL effect until the draft is approved.

After recording drafts, you should generate and review the Draft report (27.6.15). The Draft
Summary Register (27.6.16) provides a permanent record.
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Draft Print

Draft Print

Draft Pring X
W Gofo * iy *

Drattar Infarmatian

Address: MAN :‘ ro vo Supples
Trpe of Bumass T TT] T
License Nbr
WAT Mber e r Nrawes
Finanoe Claan CENTURY HALLEKAK
Corporate Bemkjuartecn ATTENTION: AUCUUUNTS FPALARLE
000 Woerld Way 030 CENTURY RLVI
" Saite 101 F.0O. BOX &75
Lon Angeles, Tnited Statea of Americ LOS ANGELES, Uoited States of Amercic
Ratar Pumineas: Dusiness:
VAT Hhr: VAT Nhr: H-02-03 EHIO
Liornne Whis Bank:
Lrcations
Feference Am ik Due Date
16600 20,725.00 16/06/81
Thisd Parly (Gunsranles
Date e Date
O5F16/03 OTS1GA0T OiSpesss i) 72500
Twenty Thooanml Seven Hundreed Twenty=Five Dallars And Bo Centa
Growee Sigoatuce of Acoeptance Urawer Signakoce

Use Draft Print (27.6.18) to print a copy of the draft to send to the customer.

The Address code is your company’s remit-to address, which defaults from the company address
specified in Sales Order Control (7.1.24). The Type of Business, License Nbr, and VAT Nbr fields
in the first frame alow you to record optional information about the company issuing the draft.
Thisinformation prints on the draft document.

By default, drafts print in order of their reference numbers; Sort by Date and Sort by Customer
allow you to specify a different sort priority.

This function resets the Printed field in Draft Maintenance (27.6.13), to Yes to prevent the draft
from being reprinted accidentally. In order to reprint a draft, you must set this field back to No.
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Draft Approval

Draft Approval

Dralt Apgiroeal

WGl = Ackian, =

Dakehio 1674 Centrali 2%,000.000 Tatal: 0000

Rafarence Bill Ta

Crate Effective Cate
LUrmensy Ertity

Tatal of lrvosses Dise Aerct
Cian Cake Pamark:

Expect Pay Date Dayboolk:

Use Draft Approval (27.6.20) to record an approved draft. A draft isaproposal to pay. Either your
company has listed some open items it would like the customer to pay, or the customer has noted
itemsthey are prepared to pay. Thereis no cash impact until the draft is approved.

Once approved, the draft is a promissory note. The itemsit paid are closed and the draft itself
becomes areceivable. Approved drafts have a status of Approved.

Approving the draft decreases the amount open on all account items, and the system generates GL
transactions to clear the regular AR account. It does not decrease the customer’s open balance,
however, since the draft remains areceivable until payment is recorded.

If you need to change the currency, amount, or other information on the day you approve the draft,
you must do thisfirst from Draft Maintenance. After you approve the draft, the only way to change
itisby voiding it in Approved Draft Reversal (27.6.24) and entering a new one.
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Draft Discounting

Draft Di ti
Craft DEcuunting =
o GalTa = Abuahy #
Batch: 1000055 Comtrol: 2600000 Total
Raference: LO0D0SS Bl To: QL
PEL Computers Lid
Effective: T/L/2008 Descriptsan: Discount of Dft 1000055
Bark: ad Crye Crate: TA0STN0A Ertiky: 1000
Amdrunds 2,4670,2% Qptn Arndunt: I,690.25 WFald
Baphiogk: ayilnm Curraney: IED
Caily Accuwnt: 100 Amuant; 000
Eirne: Chygs Meck; Affan L: 060
Bank Clearing Aot Aok 000
GL Referends  Line Accdurt Sub-mcct CC  Enty Ameunt
AMUEQTUAUOD0%] 1 104U 100u 2,005.00 DR
ARQUQFULOCD0%:] 2 WJUL 1oow TO.25 DR

If you sell adraft to athird party (usually the bank) for collection, thisis recorded in Draft
Discounting (27.6.22). Even after the draft is sold, the draft receivable remains on your books.
Discounting the draft gives your company the cash faster and costs only the discounting charge.
However, discounting incurs aliability that remains until the customer pays the draft.

On foreign currency drafts, a pop-up window displays the default exchange rate for the system
date. The second frame displays the GL entries created by discounting. If these are not correct,
answer No to change the GL accounts.

The description identifies the GL journal entry on reports that show the GL transactions created by
discounting. The default description is “Discount of Dft <number>", but you can overrideit.

The draft must be approved in Draft Approval before you can discount it. If you need to change an
approved or discounted draft, you must void it in Approved Draft Reversal (27.6.24) and then
enter and approve a new draft.
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Recording Payment for Drafts

Recording Payment for Drafts

| Payiant Mainkanance

W G le = Al =

Check: 16457 Check Contral: § 00000 Armourd: 0.00
Bl Tar LOQ1000 CENTURT HALLMARK Limapgileed: 1,000.00

PFayment Application Detal

Fayment Application Maintenance

Ref - Type Lntity:
N Bef: Amoigt to Apply
Apoount Cash Amount:
Tau: D caufit:

When the customer pays you or the bank, if the draft was discounted, you must record the payment
in Payment Maintenance (27.6.4) in order to close the draft. This procedure is the same as that
used to record applied payments.
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Draft Management 159

wmGoTa v Action =

Reference: 1000055

Effective Date; 7/1/2000
Due Date; 7/30/2008
Amount: 2,698.25

Approved Draft Reversal *

usp

Approved Draft Reversals

Bill To:

Date:
Expect Pay Date:

1211

PEI Computers Ltd.
1/1/2008
7/30/2008

If acustomer defaults on adraft, or if you need to change an approved or discounted draft, you
record thisin Approved Draft Reversal (27.6.24). This function creates GL transactions that
reverse those created when the draft was approved or discounted.

You can print the audit trail only when you perform the reversal. However, you can print the Draft

Report to show voided (reversed) drafts.
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GL Transaction Summary, Drafts

GL Transaction Summary, Drafts
Transaction Type DR/CR Account
Draft Approwval AR DR Draffs Receivable
DR sales Temns Discounts
CR Accounts Recalvolle
DR/CR IMtercomigarny
DR/CR Exchange GainyLoss
Draft Dscounting AR DR Cesh
DR Discounting Charges
CR Bark Cleanng
Craft Payment AR DR Bank Clearing
CR Drafts Receivable
DR/CR Interconmpany
DR/CR Exchange ainy Loss
Approved Draft Reversal AR DR Accounts Receivalile
CR Drafts Recaivable
CR Sales Terms Discounts
DR/CR Intercompany
DRICR Exchangs Gain/Loss

The dide showsthe GL transactions created by draft processing. Like other AR transactions, drafts
have a GL transaction type of AR.

Entries for Sales Terms Discounts are created only by drafts in which the customer takes early
payment discounts. You can change this account for different sites and entities or for different
types of discounts, for example, to write off bad debts or underpayments.

Multi-entity drafts create intercompany balancing entries. Foreign currency drafts create entriesto
account for exchange rate fluctuations.

This chart also shows where the accounts for the GL transactions originate. Thisinformationis
useful when investigating GL problems in which the wrong account appears on a transaction.

In Draft Discounting, the accounts for Discounting Charges and Bank Clearing are user-specified.
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Exercise 8. Draft Processing

Drafts (Optional)

In this exercise, you will go through draft processing, from recording the draft on through
receiving the payment. You will also review the status of the draft and the GL entriesit created.

Customer 1001000 has a posted invoice that is to be paid by draft.

Draft Maintenance

1 In Draft Maintenance (27.6.13), create a draft with the following information. Write down the
number of the draft here: .

Draft Data

Reference: Next

Bill-To: 1001000

Date: today

Due Date: two months from today
Expect Pay Date: one month from today
Bank: BC

Currency: usDh

Printed: No

Amount: 20,725.00

Reference: 10000

The open amount, draft amount, and discount display.

Draft Inquiry
2 InDraft Inquiry (27.6.14), review the draft you just created. What is the status of this draft?

Draft Approval

3 InDraft Approval (27.6.20), approve the draft.
Draft Approval Data

Batch: Next
(Batch) Control: 20,725.00
Reference: Enter draft, or do alookup browseto display list

Draft Inquiry

4 In Draft Inquiry (27.6.14), what is the status of the draft now?

Draft Discounting

The draft is sold to athird party and a discount is taken.
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5 Enter the following datain Draft Discounting (27.6.22):

Draft Discounting Data

Batch: Next

(Batch) Control: 20,725.00

Reference: Enter draft, or do alookup browseto display list
Cash Account: 1040 Amount 20,000.00

Discount Charges: 6201 Amount 725.00

Bank Clearing: 2101

Notice the GL distribution lines created by this transaction. At the prompt:
Are Transactions Correct? answer Yes, or press Next if they are.

Draft Inquiry

6 InDraft Inquiry (27.6.14), what is the status of the draft?

Payment Maintenance

The draft has now been paid. Record the payment.

7 Enter the following datain Payment M aintenance:

Payment Data

Batch: Next

(Batch) Control: 20,725.00

Check: 876

Bill-To: 1001000

Check Control: 20,725.00

Bank: BC (Bank Clearing)

At the Reference field, enter the draft number or press Back, and select the draft from the pop-
up window. Apply the entire cash amount of 20,725.00. Notice that the draft balance is now

Zero.

8 Open Draft Inquiry (27.6.14).
9 What isthe status of the draft now?

AR-GL Transactions Report

10 Review the AR-GL Transactionsreport (27.21). What arethe GL journal entries created by the

draft approval ? Discounting? Payment?

Draft Approval:

Debit Drafts Receivable (1300): 20,725.00
Credit Accts. Receivable (1200): -20,725.00
Discounting:
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Debit Cash (1040): 20,000.00
Debit Discounts (6201): 725.00
Credit Bank Clearing (2101): -20,725.00
Payment:

Debit Bank Clearing (2101): 20,725.00
Credit Drafts Receivable (1300): -27,725.00

163

These are easier to seeif you get the transaction number from this report, then ook at them in
GL Unposted Transactions.
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Overview

QAD Standard Edition Financial Management

system Introduction ' Accounts Payable Vouchers
Basic Data Setup | 2. Accounts Payable
Multinational Setup Payments
(Optional) | 4. 1099-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management
Invoicin iaprant)

N - 2 . Multinational AP [Optional)
Cebit/Credit Memaos 5

] General Ledger Setup

Accounts Receivable
Pavmoants General Ledger

Y Transactions
DrmT_ Management General Ledger Reports
(Optional)

i ) ) ) Multiple Entities [Opticnal)
?. Multinalional AR (Optional) Multinational GL (Optionail)

|0, Purchasing/AP Data Setup Currency Dependent

Furchasing Founding

Some AR functions can generate documents in multiple languages

Sales orders and invoices can be selected by and printed in the customer’s language as defined in
Customer Maintenance (2.1.1).
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Multiple Languages (Dunning Letters)

Multiple Languages (Dunning Letters)

e Cadbint Malal kit When pnnting
il i Durining Letters,
master Comments the Largrage on
the Custormer and
Mester Cormment
rmiust malcky,

sanpani 1% s B g

In Customer Dunning Letter Print (27.11), you can select customers for dunning letters based on
their language. If you set up dunning letters in the language, you can aso print the lettersin the
language. Aswe noted earlier, text for dunning lettersis recorded in Master Comment
Maintenance (14.12).

On the aging reports, customer master comments that are printed on the aging can also be selected
by language.

You can enter DR/CR memos, payments, and draftsin any currency that has a currency code and
exchange rate for the transaction effective date. Currencies are set up in Exchange Rate
Maintenance (26.4).
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Sales Orders, Invoices, and DR/CR Memos

Panding Irvice Maintensnce
- Ty By

Lirsps | Voulor

Sales Orders, Invoices, and DR/CR Memos

* L »
Header
Cirder; SOGAL001 I T STLLT L Farmat S8
LEney
L am Riarrdepe Irvenice Oty LM Leit Frice Cucpeount Nk Prics
T T 1o0 s [ s 12000 12000 |——‘_ Dollars
Line Delails
Desc CONFEGURED DITFLAT RACK Sibei Anch:| 00 | y00oa ]
Lk | 200 Thei 10000 e Adckr| 1900 A1 v 000
LEAFEErisl et
BUSE' Gy Backprder 0.0 & padaread Creda Terms iniy 0.00
CUI‘TEHCY Ty Algcatedl 0.0 Bapared - Triw
Cmi oy Biokeds 6.6 Ciue Cisbe: LAASTOHON - L prvverpis 1 BSSEO000
Gty o Brwsice 00 Perfarm Date - Caingory
Pricing: AUAIIG0A Tresght Lid: | To1-NTax
Salesperson 1: I Huatiple: Tazabie
Caemmtsinn 1 10.00 Fieed Praes: CTE L

On sales orders, invoices, and DR/CR memos, the currency defaults from the customer bill-to

address recorded in Customer Maintenance (2.1.1). You can use this currency or change it to any

other currency that is set up in the system.

On sales orders, the exchange rate defaults from the rate for the order date. On pending invoices
and DR/CR memos, the rate comes from the rate for the transaction effective date; however, on al
of these transactions, a pop-up window appears enabling you to enter a spot rate. On sales orders,

you can specify afixed rate that follows the transaction through invoicing and payment.

On orders and invoices, line item prices are converted to the transaction currency, but thelist price

and GL cost are also displayed in base currency for reference.
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Payments

Fugmard Malntanin o &

@ GoaTo = el =

Batch: 1273

Chack: TO000%F
currency: EUS
Check Contral: 3,000.00

Diatai TEA0O08
Effectve; 77272008
Bank: OF

Barke

Frehange Rate: FLIR

Tatal: 0,000

Bill Ta: 0300 M Maer Grmbad
Trpe: P
Ardunta Q.00
Betcht 1273
Baybuck: system
Acemanl: 1040

1. omnooonoon = 12 4a} 1.%000000000

In Payment Maintenance (27.6.4), the currency also defaults from the customer. However, you can
apply payments only in the invoice/memo currency or in the system base currency. In the latter
case, awarning displays, but you are allowed to proceed.

A pop-up window displays the exchange rate for the transaction effective date. On unapplied
payments, the currency and rate from Payment Maintenance (27.6.4) carry over to Unapplied

Payment Application (27.6.9).

Note If you specified afixed rate on the sales order, you are till allowed to enter anew rate here;
however, this rate affects only the calculation of exchange gain/loss, not the default amount to

apply.

MNQAD



170 Training Guide — Financial Management

Drafts (Optional)

Drafis

Cesft dpproval

o 0T - dtion =

Balehi 1378 Candred: 0008 Tetal: 6.600

Balerance: TOOGASE _D"IF'I. Dircounting =

WG Ta Actiafs =
Giate; /172009
Currency: FIE
Amountz 300n0p  DUEh 1276 Cantral: ,700.000 Tekal: 0.00D
Total of Ineoices: 3 000,00

g

Refarancs | 1000057 Bill Ta: DIOO
ExpeLt B Exchamge Pake: Ef
Hams Mawr GmbH

Effecuve: TIL/T0OR Cesonguen: Descount of Dt 1000059
Banki DE Ciie Dot ¥AARSTHIE Engiiz: 1000
Amgent: 300
Oavbook: sy Erchange Bate: ELR 1.0000CUDDUY - usD 1.3Up0UG0UL
Cath
Dife & PO UTTT TR U
Bank Claareng Acck: 2901 Arreturds 3 000,00

In Draft Maintenance (27.6.13), the currency defaults from the customer.

When you approve the draft, a pop-up window enables you to override the exchange rate for the
transaction effective date, and the exchange gain/loss account for the bank.

In Draft Discounting (27.6.22), the GL accounts must be in the draft currency or an error displays.
Again, a pop-up window allows you to override the exchange rate for the transaction effective
date.
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Realized Gain/Loss on Sale

Redalized Gain/Loss on Sale
=ain Loss
MEP ta UED MEP 1o USD
6
5 rd
\ 4 5 . i
f(.;' l\ll
I
brvoice . ' A.I! brvoice . ' . I:I!
Post Payment Post Payment
100 MXP @ 5= 20 UsD 100 MXP @ 5= 20 USD
100 MXP @ 4 = 25 USD 100 MXP @ &= 16,67 USD

Unless you are using a fixed exchange rate, the exchange rate usually fluctuates between the time
asales order is created and the time the payment is received. QAD SE accounts for exchange
gaing/losses by calculating variances when payments are applied.

A realized gain or loss occurs when you receive more or less cash than you expected from the
customer relative to your system base currency because you invoiced at one exchange rate and
were paid at another.

Example

Your company’s base currency is USD. You invoice a customer for 100 MXP at an exchange rate
of 5MXPto 1 USD. At that exchange rate, 100 MXP isworth 20 USD.

However, on the day you receive the payment, the exchange rateis4 MXPto 1 USD. The
customer gtill pays you 100 MXP, but at today’s exchange rate, 100 MXP isworth 25 USD. So,
thereisagain of 5 USD.

Thereverseisalso true. If the exchange rate on the payment date were 6 MXP to 1 USD, 100
MXP would be worth only 16.67 USD, resulting in aloss of 3.33 USD.
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Exchange Tolerance

Exchange Tolerance

Company Currency = USD
Exchange Rate is 5 MXP to 1 USD
Exchange Tolerance = 5.00%

(if Customer Pays in USD)

Accepted:
Invoice Amt Payment =19, 20, or 21 USD
100 MXP |+
(20 USD) Rejected:
Payment < 19 or > 21
20" 5% = 1

You can limit the effects of exchange rate fluctuations by using the Exchange Tolerance option in
Accounts Receivable Control (27.24). This option functions as a control point during
multicurrency payment processing. If you specify a percentage, the system warns you about
payments that are out of tolerance.

Exchange tolerance applies only to payments processed in a different currency than the one used
on the original invoice or memo. Whenever a payment is entered in a different currency, you are
prompted to enter the currency code and exchange rate. The exchange tolerance verifies that this
rateis reasonable.

The above exampleillustrates how exchange tolerance works. If a payment is rejected, you must
either change the exchange rate on the payment so that the payment amount remains within the
tolerance, or you must temporarily change the Exchange Tolerance field in the control program
while you process the payment.

MQAD



Multinational AR 173

GL Transaction Summary, Multiple Currencies

GL Transaction Summary, Multiple Currencies

Tsales Sales Invoice
Drd-:.-r ’—’[‘ihlpmen’rr—-‘ Paost J—

Kealized Loss on Exchange

Apph&d
Pavnwni

T

Exch iDrder Base Order Base
Activity Rate' j Cur Cur Gl Transactions Cur lCur
Invoice Post | 210 1 | 400,00 200.00 DR AR 400.00
(Mo, 30 CR Sales 400,00
Faymen] 3o 1 | 400,00 153.33 DR Cash 400.00 | _
(Dec. 31) (DR Exchange Loss 166.67 |
CE AR 400,00 |

U Order curency to system base currency.,

To understand GL transactions for multiple currencies, examine the above example for atypical
shipment, invoice, and payment cycle.

You create asales order in aforeign currency and then ship the items. The sales order does not
have any GL effectsin any environment. The shipment creates the same GL transactions (DR Cost
of Goods Sold, CR Inventory) it does in a single-currency environment.

At Invoice Pogt, the system posts the invoice at the exchange rate for November 30, the effective
date of the post. The GL entries to update Accounts Receivable and Sales are posted in the order
currency, not the system base currency.

When the payment is applied to the invoice, the GL entries for Cash and Accounts Receivable are
posted in the order currency. Since the exchange rate changed between the posting effective date
and the payment effective date, arealized loss on exchange was calculated. Thislossis posted in
the system base currency.
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Exercise 9: Multinational AR

Your company has just made a sale to a Swiss customer. In this exercise, you will process the sale
and the receivable. Before you can process the sales order, you must set up the currency code,
exchange rates, and a customer record.

When you have completed the setup, you enter and post a pending invoice. Afterward, you record
and post the payment against the invoice. You will then review the variance (realized exchange
gain or loss) that ensues.

Currency Maintenance

1 In Currency Maintenance (26.1), set up anew currency, ABC, for Train dollars.

Note Check Active Box Yes.

Exchange Rate Maintenance

2 In Exchange Rate Maintenance (26.4), enter the following rates relative to your system base
currency, US dollars. Accept the default values for al fields except the onesin which you
enter the exchange rates.

Exchange Rates

Beg/End Date Exch Rate
Today 16
Tomorrow 17

Account Code Maintenance

3 InAccount Code Maintenance (25.3.13), set up a bank account 1020 (CASH—Train Dollars.)
Now, set up the receivables account for Train Dollars.

Account: 1243

Description: Accounts Receivable - ABC
Type: A (Asset)

Currency: ABC

Format Position: 11310 (Acct. Receivable)
Active Yes

Bank Maintenance

4 In Bank Maintenance (26.13), enter aBank TD. Currency ABC, Country USA.

Customer Maintenance

5 In Customer Maintenance (2.1.1), create arecord 4007000 for a Train dollar customer.

6 Setthe AR account to 1243, Currency to ABC, Site to train, and Credit Limit to 10,000.00.
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Pending Invoice Maintenance
7 InPending Invoice Maintenance (7.13.1), enter a pending invoice for customer 4007000.
8  Write down the invoice number here:

9 Set the order date to today.
The pop-up window should show the exchange rate. In thelineitem screen, enter amemo item

whose list priceis 1,000.00 Train dollars.
Invoice Print

10 Using Invoice Print (7.13.3), print the invoice. (Remember to set Update to Yes.)

Invoice Post

11 Inlnvoice Post (7.13.4), post the invoice. For the post, set the GL effective date to today.

Payment Maintenance

12 In Payment Maintenance (27.6.4), record customer 4007000's payment for the invoice,
resetting the payment date and effective date to tomorrow. The pop-up window should show
an exchange rate of 1.7.

AR-GL Transactions Report

13 Print the AR-GL Transactions Report and the GL Unposted Transaction Register. Which GL
entries were created by the invoice and payment? What entry was created for the exchange
gain/loss account, and was it again or aloss?

Unposted Transaction Register

The following table shows the amounts, accounts, and calculations for the given exchange

rates.
Pending Invoice
Exch Rates usb Amt GL Acct. Amt Cur
16 625.00 No GL entries Until post
Invoice Post
Exch Rate USD Amt GL Account Amt Cur
16 625.00 1243 (AR-ABC) 1000 ABC
3000 (Sales) -1000
Payment
Exch Rate USD Amt GL Account Amt Cur
17 588.24 1043 (Cash) 1000 ABC
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1038 (Exch Gain/Loss 36.76 usD
1243 AR-ABC -1000 ABC

The 36.76 USD represented aloss. (1038) When you posted the invoice, the invoice amount,
1,000.00 ABC, was worth 625.00 USD, or 1,000.00 ABC/ 1.6. But when you received the
payment, it was worth only 588.24 USD, or 1,000.00 ABC/ 1.7.
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Overview

QAD Standard Edition Financial Management

system Introduction - Accounts Payable Vouchers
Basic Data Setup Accounts Payable
Multinational Setup Payments
(Optional) . H?:W:MISC Reporting
Accounts Receivable (Optional)
Data Setup ' TLCF;’ E:'E:lﬁ Tmr'uclgemen’r
i ptiona

IrWDFC ng ) Multinational AP (Optional)
Cebit/Credit Memaos :

] General Ledger Setup
Accounts Feceivable =

General Ledger
Payments Transactions
F{:Jcrjm; f'v’\GT}GQE'H"IEHT General Ledger Reports
ptiona

L . Multiple Entities (Optional)
Multinational AR (Optional) Multinational GL (Optional)

10. Purchasing/AF Data Setup Currency Dependent

Furchasing Founding

There are many similarities between the sales orders, invoicing, and accounts receivables
functions and the purchasing and accounts payable functions.

Tis course follows the flow of issuing a purchase order, receiving the purchased items, recording
the supplier invoice, and processing the supplier payment. Along the way, the course describes
how purchase price variances are calculated, how prepayments are processed, and how credits are
managed.
Before processing accounts payabl e transactions, you must set up:

» Supplier names and addresses

» Supplier remit-to addresses
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Supplier Addresses

Supplier Addresses

suppliers
= Nome/oddness for PCs
A chdres = -
> * Dote odded
R
e Defaull purchose/ AP Gecounts
Diata s Cunrency
= Supplier banks
L J et
» Pricing dala
e —
» [ report
Terms = Credit temns and discount
* Prepoyment balonce
e
» Poyment specification
aupplier Remit-To
Adddress Mamefaddress for chacks

Some of the supplier informationin QAD SE is maintained and used by Purchasing, and some of it
is maintained and used by Accounts Payable.

Supplier information is divided into several components. Each supplier has a name and address,
which are used by purchasing. When a purchase order is printed, the system prints this name and
address.

Set up supplier addressesin Supplier Maintenance (2.3.1) and Supplier Remit-to Maintenance
(2.3.13). Supplier addresses are used in Purchasing, Accounts Payable, Service/Support
Management, and other functions.

Supplier addresses, like customer addresses, determine default field values and affect how supplier
transactions are processed in the system. Remit-to addresses are used when payments created in
Accounts Payable must be sent to an address different from the supplier address. Each supplier can
have only one remit-to address.

Suppliers can be marked as temporary for one-time purchases or payments. When the AP
transactions are completely closed, the Closed AP Delete/Archive (28.23) function deletes the
transaction history and the supplier.

Other information is al'so maintained for your reference. This includes the date the supplier was
added—useful for identifying inactive suppliers, and general contact information: names, phone
numbers, and fax/telex numbers.
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Note Like customers, suppliers have both a name and a sort name. Remember, the sort nameis
used for arranging suppliers on most purchasing and accounts payabl e reports.

The supplier typeisafour-character code that your company can useto differentiate suppliers. Itis
available as a selection criteria on many AP reports.

Whenever you change a supplier record, QAD SE generates an audit trail of the old and new
values. You can print this audit trail using the Master Audit Data report (36.17.1).
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Supplier Maintenance

Supplier Maintenance

Supplier Maintenance
W GaTa = PR+
Supplinr Address
Supgher: 00040339 Temporary:
Mame: Tep Notch Supply Campany
Address: L2340 Main Street
Address

addrets

Adided: 47102004

Cityi Downers Grove State: IL Fost: G513 Farmati 0
Country: United States of Afmanca UEA County:
EHmsihan 123
Telephona Ext 125 E
2

Faz/Talex

Supplier Data

Bank: 44 Chedk Form: 1
Currency| UED Lenguags: s
Purchade Coptact: Themas Crowns | st Cradiir
Contwct: | B s ToLo #e,
A Copfect: Barbara Stremand I arrier; TOLDY
DRGEMAR Lo Kb Suppler

Supplier Maintenance (2.3.1) has severa frames used to record the supplier name, address, and
other purchasing-related information, such as currency, GL accounts, pricing, terms, and supplier
bank accounts.

Each supplier has two accounts: a purchases account (Pur Acct) and an AP account. Their initial
values come from Domain/Account Control (36.1).

» Purchases

Thisaccount is used only for non-inventory items purchased from this supplier. Previously, we
discussed product lines and how accounts are associated with items based on their product
line. Purchases of inventory items are tied to the purchasing (PO Receipts) account for the
product line, not the supplier. The supplier purchases account is only used on memo purchase
orders. Thisis usually an expense account used only for suppliers who sell you items like
office supplies or capital equipment.

« AP Account

Most companies use only one accounts payable account to track supplier balances. As
described previoudly, this account is entered in Domain/Account Control (Payables) and isthe
default AP account when you enter new suppliers.

AP drafts, an optional method of payment common in many countries, use check form (5), (6), or
(7). Currently, these check forms are equivalent, and specify the draft printing format, which
includes a due date and the bank location at which the draft is collectible.
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You can assign one or more of the customer/supplier banks created in Customer/Supplier Bank
Maintenance (2.21.1) to each supplier record, specifying the account type and bank account
number. These banks are generally used to handle EFT transactions. WWhen you generate payments
for the supplier, the system then verifies that the supplier bank from the voucher has a bank
account whose type matches the account type specified, and that thistype is valid for the check
date.
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W s

Zappler
Fron
Addrazs!
Addrays
Addeess
ity
Counfry
AaRben
Telrpibinie

FariTelex;

Suppler Mainkenance

o =

Supplier Addrecs

0004073 Te
Tugs Medeh Supply Campar

1234 Main SErast

1 Domfigrs Grove

United States of Americe

william Flaming

A5R SAT 5559
A58 47T IS63

Supplicr Torms Bata

Cr Termis; 30

D Pk

im0

Col Number:
Fartial OK: o
Payment Hold:

D@ Number: 9535874

Supplier Terms Data

FTAGIE Pl T

1y

Sratec IL Foft:

Tawabds

(L1 ]
[2k

[z}:

Tam 101
Pregapiannt Balamncsi
Crebtor Humber
Tax fapart

Pay Specification;

B051%

County

Format: O

Ext:
Added: &30/ 2004

TID Marbices !
0,09

Credit Terms

Using Supplier Maintenance, you can assign a credit terms code to each supplier, which identifies
the terms they normally extend to you, such as net 30 or COD. These terms are accessed
automatically on all purchase orders and miscellaneous vouchers entered for this supplier. Credit
terms are used to calculate voucher discount and due dates. Payment amounts can be selected to
take advantage of discounts available.

Payment Hold. If Payment Hold is set to Yes, checks are not automatically processed by the
system. Also, you are warned when entering vouchers or manual checks.

Prepayment Balance. The system updates the supplier’s Prepayment Balance whenever you
record and pay prepayment vouchers.

Tax Report (1099). The Tax Report field indicates whether a Supplier Activity Report (called a
1099 inthe US) isneeded. The Supplier Activity Report simply lists supplier payment activity
over aspecified time. (Usersoutside the US may find thisreport useful.) The report only prints
if Tax Report isflagged Yesfor the supplier. If thisfield is No, the supplier isnever considered
by the report, no matter what the selection criteria. The Supplier Activity Report prints the

supplier tax ID.
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Pay Specification. A printed document (or payment specification) is automatically generated
for the supplier if Pay Specification is set to Yesin Supplier Maintenance. This document
resembles a check stub. The Bank and Check Form fields are used to indicate how vouchers
for the supplier are to be paid.

Printed checks use check form (1) or (2). The standard printed check is check form (1). An
aternative check format, displaying the payment amount below the date, is check form (2).

Electronic fund transfers use check form (3) or (4). Check form (3) is used for making
electronic funds transfer requests viaa printed audit trail, which is sent to a bank. Check form
(4) performs as (3), but creates an ASCI|I file, rather than a printed form, which can be sent to
the bank to initiate the funds transfer. You also use check forms (3) and (4) in connection with
Customer/Supplier banks, discussed below.
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Supplier Remit-To

Supplier Remit-To

Ramit-To Suppler Malrdenince
W 5afo * Aclion =
Supplier Address
Suppler; D00A0Z3
Meme: Top Motch Supply Company
Addréss: 100 Mah Siraet

Addresy

Gyl Demfiérs Grova Stater IL Pask: LO0%1% Farmat: 0
Ciund fryl United Slatey al Amardy LE& Coundy
Alerition: Wilem Ferng Telephone: 438 307 3859 Exti I%6

Supplier Remit-Ta

Cndet OZ00-R
Hammi | Top Motch Supply Company
Address:| 1734 Ham Siresl
Addrass
Acdress
City: | Dommers Grove F Staba: IL Pogt: GO51E — B
el L] ! County: Cnok

et | Willism Meming

Tologhofr S50 S D509 Exk: IOl

Sometimes, the addresses on purchase orders and AP payments are not the same. In these cases,
you should enter the accounts payable address using Supplier Remit-to Maintenance (2.3.13). This
step isonly necessary if the supplier’s remit-to address is different from the address for the PO.

Notice that a different address code is used to identify the remit-to address. Most companies devise
aremit-to coding scheme that ties logically to the supplier. For example, you might use the
supplier address code beginning with an R (for remit-to), or followed by a—1.

Whenever you enter a voucher, you specify the supplier code rather than the remit-to. The system
automatically retrieves the remit-to (if any) for this supplier and usesit for all payments. You can
use the same remit-to address code for multiple suppliers. However, each supplier can have only

one remit-to code. Supplier history is consolidated under the supplier code, not the remit-to code.
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Exercise 10: Adding a Supplier

Create a Supplier

In this exercise, you create a supplier. You will use this supplier for many of the purchasing and
accounts payable activities that follow.

Supplier Maintenance

1 Use Supplier Maintenance (2.3.1) to create a new supplier. This supplier is a permanent
supplier from whom you purchase both raw materials and supply items.

Supplier: 500

Temporary: No

Name: The Supply Warehouse
Address: 1027 Brockton Lane
City/ST/Post: Ventura, CA 93003
Country: USA

County: Ventura

2 Enter the sort name Supply Warehouse, The system sorts the company under Sinstead of T.
3 Allow the GL accounts to default. Leave the currency set to USD.
4 Enter apurchasing and AP contact name.

5 Enter the following supplier terms:
‘ Cr Terms: ‘ 2/10-30

6 Specify abank account for the supplier.

Review Purchasing Control Settings

In this section, you will verify the Purchasing Control settings for purchasing. These settings must
be configured correctly to ensure consistent resultsin later activities.

Purchasing Control

1 Review the default valuesin Purchasing Control (5.24). If necessary, change them to match

the following:
Bill-To 10000000
Ship-To 10000000
PO Prefix: P
Next Purchase Order 00050000
Next Receiver: 3000
Receiver Prefix: R
Receive All: No
Price Table Required: No
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Disc Table Required: No
Apprvd Regsfor PO'’s: No
Inspect Location: Inspect
Receiver Type: 2
Tolerance Percent: 10
Tolerance Cost: 1,000.00
Ln Format S/: Single
PO Header Comments: No

PO Line Comments: No
Cancel Backorders: No
Keep Booking History: Yes
ERS Processing: No
ERS Option: 1

Purchasing and AP Setup

187
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Overview

QAD Standard Edition Financial Management

system Introduction - Accounts Payable Vouchers
Basic Data Setup | 2. Accounts Payable
Multinational Setup Payments
(Optional) Lo 1099-MISC Reporting
Accounts Receivable (Optional)
Data Setup ' AP Draft Management
Invoicin iphend)
IVOIC
: ’ : Multinational AP (Opticnal)

Cebit/Credit Memaos .

] General Ledger Setup
Accounts Feceivable =
Payments General Ledger

Transactions
Draftt Management

(Optional)
Multinational AR (Optional)

General Ledger Reports
Multiple Entities [Opticnal)

Multinational GL (O ptional)
Purchasing/AP Data Setup Currency Dependent

Purchasing Founding

In many cases, the starting point for accounts payable activity is purchasing. Purchase orders are
sent to asupplier, prepayments are processed, and purchased items are received. When the supplier
sends you an invoice, you verify it against the original purchase order and the received quantities.

This chapter examines the flow of purchasing information in general and then focuses on the
aspects of purchasing that are directly relevant to accounting. These aspects include costs,
purchase price variances, prepayments, and receiving records.
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Purchasing Life Cycle

Blanke!
orcler

Purchasing

’ MEP ]»;.‘ Requisition

[ | scheduled
=| Circlesr

)

Maintain
Purchase

Crcler

—

Eecord PO
Fetum

Recalve
Purchased
ll&ems

Accounts
Payable

Inventory
Balances

Supplier
Performance

History

General
Ledger

The starting point for AP processing is purchasing.

Therole of the purchasing department isto satisfy demands for purchased items—both inventory
items and non-inventory (memo) items. Both demands can be communicated to the purchasing
department using requisitions. For inventory items, planning calculations (MRP) are the main
source of demand. MRP generates planned orders that become purchase requisitions when the
planner confirms them. For non-inventory items, such as office supplies, you can manually enter
reguisitions in the Purchasing module.

When the requisition reaches the purchasing department, thereis usually an approval process. The
purchasing agent then enters a purchase order or negotiates a blanket order or scheduled order with

the supplier.

« A purchase order is an agreement that confirms the intent to purchase specific items and

quantities at a specific price, to be delivered on a specific delivery date.

« A blanket order islike a purchase order, but is not usually associated with a specific delivery
date. Instead, a blanket order is an agreement to purchase a certain quantity over time at an
agreed-on price. When requirements arise, a delivery quantity is released against the blanket

order.

« A scheduled order is another type of order for regular weekly, daily, or even hourly deliveries

of the sameitem, usually over along period of time.

Often, you print aformal purchase document for the supplier.
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Upon delivery, the receiving department records the incoming quantities on areceiver. In addition
to updating inventory balances and receiving history, receivers are used for automatic three-way
matching in Accounts Payable. During vouchering, the system verifies the invoice cost and
guantity against the purchase order and receiver so you can investigate discrepancies before you
pay the invoice.

MQAD



Purchasing 193

Purchasing Control

Purchasing Life Cycle

—— Purchasing ——

|

Blanket | RecordPO Accounts
P | Retum Payable

Inventory
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i | Maintain Receive Supplier
Fequisition }_, Purchicise _,‘ Purchosed « Performance

Circler lterms History
D

‘ MEPF

General
Ledger

[ Scheduled |
'l Orcler |
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Before you get started, there are two control programs you need to initialize. Purchasing Control
(5.24) defines how purchasing and receiving functions work. Before you start purchasing or AP
processing, check the values for:

Bill-To. Uniquely identifies a name and address record. This addressis the normal billing
address for your company. It should be set up first using Company Address Maintenance
(2.12).

Ship-To. Enter the address to which the supplier is to send the goods. The value you define
here is the default ship-to.
Company ship-to addresses are defined in Company Address Maintenance (2.12).

Next Purchase Order. While you may specify the next numbers assigned to purchase orders
and receivers, it isfaster and easier in most cases to alow the system to assign them.

Approved Requisitions for POs. Determines whether line items require an approved
requisition prior to entering a purchase order.

Receiver Type. When you receive or return purchases, you record a receiver. When you
voucher the supplier invoice in Accounts Payable, you match the invoiced quantities against
the received quantities. Each receiver has a unique number.
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The receiver type determines whether the system creates one receiver per shipment (type 0 or
1), or onereceiver per lineitem and shipment (type 2). Thisdistinction isimportant if your AP
department processes only one voucher per receiver. One voucher can also reference multiple
receivers. If suppliers ever bill you separately by lineitem, Receiver Type should be 2.

PO Credit Terms Interest Applied/Accrued Accounts. In hyperinflationary environments,
suppliersincrement item prices based on the inflation rate between the time you order the
goods and the time they are shipped. The system posts the estimated inflation gain/loss to
these accounts.
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Purchasing Controld ¥

Heceive all

Prsce Table Keguired

Receiving Tolerance Percent/Cost

& Goip = Ao =
Bl Topy | F000
Ship=Tai| 9000
P Prafux:| PO Ln Format S/ Single =
Bext Purchais Order Z007348 PO Hesdar Cairirmnty o
Baeeiver Pref: PE PO Line Coamments: ¥
Hext feceiver 100247 Cancel Backorders:
Sort PO By Bl = Waep Boobing Mistgry:

ERS Procassing:

ERE Qplion
Dize Tabls Eeguired
Agpred Bags for Pos
Inspedtann Locatson | ingpect
Rroriver Trpeo:| Type: 0O - Do fol prend rocerdnrs

(5

Sequential Receiver 1 - Prrt for gach shipment

Z - Print fer each Enm/shapment

Tolerance Percent 100.50 {Agceptance Limit For Gvershipmenis)

Tolarance ot

PFAER0FR00000 | (Acceptance Limit For Overshipmants)

The receiving tolerances control the acceptance of overshipments. Both of these fields are used in
conjunction with Purchase Order Receipts to determine if an overshipment is accepted.

For example, you order 100 units of an item having a standard cost of $5 per unit. If your supplier
ships you 150 units, should you accept the extra 50 units or not? The cost or value of this
overshipment is $250 and the percentage overshipment is 50%. These values are compared to the
tolerances you establish in Purchasing Control (5.2.4).

If the overshipment is outside the tolerance range—that is, if it is over the defined cost or
percentage allowed—an error displays and the receipt cannot be processed. The only way to
receive the additional quantity is by going back and increasing the quantity on the purchase order
or by temporarily changing the tolerance.

When determining which tolerances to establish, try to find the value and quantity that prevents
overshipments that affect your cash flow and planning, and yet does not require daily attention by
management to override the tolerance quantity.
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Purchase Orders

Purchase Orders ‘
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In QAD SE, Purchase Order Maintenance (5.7) is composed of three main sections:
* Order header
 Lineitems
o Traler
Information that appliesto the entire order is contained in the header. Much of thisinformation

comes from the supplier record (Supplier Maintenance), but you can change it for individual
orders.

Information that applies to individual items on the order is contained in the line item screen. Some
of thisinformation defaults from the item record (Item Data Menu), and some of it comes from the
order header, but you can change most of it for individual lines.

Thetrailer liststhe total item, freight, and other charges, as well as taxes. Some of the shipping
data also appears here.

The purchase order data that affects AP relates pricing and discounts, GL account codes, add-on
charges, and taxes.
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Supplier Data

Subplier Malntenancs ¥
@ GaTa =+ dadion ®
Supplier Address
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Supplier Data

Saet Nam
* Suppline Pricing Dats
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P
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Ext!
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I

When you record a PO, information for the following fields defaults from the supplier record in
Supplier Maintenance (2.3.1), but you can change the fields for individual orders.

Buyer. enter the code identifying the buyer responsible for purchases from this supplier. This
field is validated against predefined values entered in Generalized Codes Maintenance
(36.2.13) for field vd_buyer,

Remarks. Enter brief remarks (up to 40 characters) related to this supplier, usually pertaining
to the order or shipping process. The supplier remarks default to formal documents, including
purchase orders, blanket orders, receivers, and return documents.

Price Thl and Disc Thl. Pricing structure that determines lineitem list prices, discounts, and
markups at different quantity levels used with this supplier. Can be stated in the base currency
or any other currency. The item price defaults from any price table specified, if theitem code
existsin the price table. Otherwise, the item price defaults from the item master.

Currency. Specify the currency in which you normally do business with this supplier.
Language. Specify the native language used at this supplier address.

Credit Terms. Enter the credit terms code for this supplier. Credit terms codesidentify specific

types of payment terms. They print on formal documents and determine the payment due date
and any discount allowed for early payment.
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Disc%. Enter the discount percentage normally offered by this supplier, usually in addition to
quantity discounts for individual items. The supplier discount percentage defaults to purchase
orders, blanket orders, and scheduled orders entered for this supplier. The discount percentage
can be changed manually during order entry.

Pur Acct. Enter the general ledger (GL) account code affected by purchase orders and
vouchers for non-inventory items purchased from this supplier. Thisfield defaults from
Domain/Account Control.

AP Acct. Enter the general ledger (GL) AP account affected by accounts payable (AP)
vouchers for this supplier.

Most companies track accounts payable (AP) amounts using one AP account. Enter that
account in Domain/Account Control (36.1) and it defaults to all suppliers.

Ship Via. Enter the ship-via code that specifies the preferred carrier for this supplier. The
supplier ship-via code defaults to purchase and blanket orders for this supplier. You can
change ship viamanually during order entry, if necessary.

Supplier Banks. The bank the supplier uses to receive payments from your company. You can
record an unlimited number of banks for each supplier. For each bank, you can also specify a
separate account for electronic funds transfers and printed checks.
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Billing Dat
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The supplier uses the following datain billing your company.

Bill-To. The address to which your supplier sends the invoice. This value defaults from
Purchasing Control.

Credit Terms. Enter the credit terms code that appliesto this order. Credit terms default from
the supplier address.

Credit terms are used to calculate the due date and any discount dates for early payment. You
To set up anew credit terms code, use Credit Terms Maintenance (2.19.1).

Line Discount. Enter the discount percentage for this order. This percentage represents the
discount normally offered by this supplier, usually in addition to quantity discounts on
individual items. Line discount defaults from the supplier address, if specified in Supplier
Maintenance (2.3.1).
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Item Prices

ltem Prices (POs with Price List)
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On purchase orders, item pricing depends on a number of factors, such as the order currency,
effective date, and theitem quantity. Pricing also depends on if you specify a pricelist on the order
and on the type of pricelist specified.

Price Lists

A pricelist defaultsto new ordersif it is part of the supplier record in Supplier Maintenance
(2.3.2).

A list type price list determines default lineitem prices. A discount type price list determines
whether each line item is subject to discounts, such as quantity breaks and markups. Baoth types of
pricelists are set up using Price List Maintenance (1.10.1.1). You can view the pricelists set up in
the database by doing alook-up browse.

Using list type pricelists, you can specify maximum and minimum prices for each inventory item,
and phase in price changes by entering effectivity dates. Discount type price lists can control
pricing issues such as the discount portion of line item pricing, whether the item price is based on
apricelist or on the item master.

Price lists can use the company base currency or any other currency. The system recal culates
prices based on price lists only when the line item is added, not when it is changed.
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Pricing on POs Without a Price List
ltem Prices (POs Without Price List)
thaze Orider Malntenanes =
- Gals o~ Achor; =
L | Dimis
| 3 = Lima Dokaile = >
Header
Purchase Ordér: POODGR2SY Supplier: SOO1O00L LA Format S/
Lines
L il Reg Fiem Musriber y Grdered U Uit Cand Erie
nn LA L iFa ) gLl ] 10 1.00 0.00%
Line Details
Oty Becelved: 0.0 Dy Dugte;| WSIG0E - CAT Int: .08
Oty ts Red 0.0 Pyr Apch: | 5100
Swle Lot Parforfanos Date: v Bissiness:
Location: D001 Heed Diate ; TR Tipe: | M
Rewisish: Sabes/2obi Tauabile: ¥ |
Elatui Foanid Proce; & Irvipeact Rmgi Crmimilyg o

Default Item Frice
supplier Chuote
term-Site Gl Matenal Cost

Iterm Moster GL Matenal Cost

From

supplier term Maointenonce
term-Site Cost Maintenance
Itern Moster Mainterance

When

supplier quote exists
term-site Cost exists
termn moster cost exdsts

On orders without aprice list, QAD SE checks several records to arrive at an item price.

The system first checks to see if a quote has been recorded for the item, supplier, order quantity,
and unit of measure. If none exists, the system determines the unit cost of an item to be one of the

following:

» Supplier item price, if one exists
« |tem master general ledger (GL) cost, if one exists

» Requisition cost
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GL Sites and Entities
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In QAD SE, each purchase order is associated with a site (for example, inventory receiving site or
warehouse) for inventory reporting. In turn, each site is assigned to an entity for financial and tax

reporting.

GL transactions for sites are posted to the entity for the site. During AP vouchering, GL
transactions for AP and taxes are posted to the site (entity) identified in the PO header. If you do
not enter asite in the header, you must manually enter a site for each lineitem, and AP and taxes
are posted to the default entity specified in Domain/Account Control (36.1).

However, individual line items can be shipped to multiple sites that may or may not be assigned to
the same entity as the header site. Therefore, PO receipts are posted to the entity for the line item
site.

Whenever lineitems are shipped to sites assigned to different entities, QAD SE creates
intercompany transactions. If a PO header siteis specified, intercompany transactions are created
during PO receipt for the inventory intercompany account. If a PO header siteis not specified,
intercompany transactions are created during AP vouchering for the AP intercompany account.

If your company requires all AP reporting to be done by the same entity, make sure that purchase
orders reference only sites linked to the same entity.
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GL Accounts, Sub-Accounts, and Cost Centers
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In addition to being identified by entity and site, purchasing and AP transactions are always posted
to specific GL accounts. Based on how your company sets up its database, the system can post
transactions to sub-accounts and cost centers. Generally, accounts are used for entity or company-
level reporting, sub-accounts are used for divisional reporting, and cost centers are used for
departmental reporting. In an account field, you can usually designate a sub-account and cost
center, although these two fields are not always labeled on the screen.

Purchase orders do not create GL entries until PO receipt, but the receipt and subsequent
vouchering use accounts maintained in the purchase order for memo items or the product line for

most inventory items.

Pur Acct. Usage and origin varies depending on the kind of PO line item.

Non-inventory (memo) items: Used as a debit account in PO Receipts. PO receipts debit the
Pur Acct and credit Expensed Item Receipts. The account defaults from the requisition if one
exists, or the supplier record if it does not.

Inventory items (PO type = blank): Not used. In Purchase Order Receipts (5.13.1), the debit
account is the inventory account for the item’s product line.

Inventory items (PO type = memo): Used as the debit account in Purchase Order Receipts
(5.13.1). If aninventory item is purchased as a memo item, the Pur Acct defaults from the
product line Purchases account.
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AP Acct. Defaults from Supplier Maintenance (2.3.1). Appears on the purchase order, but the
system does not create GL entries for this account until the PO is vouchered in Accounts
Payable.

Project. Optional, you can useit to track orders or individual line items purchased to support
specific company activities. The project in the order header displays as the default for line
items, but can be changed for individual lines. If a PO is associated with a project, any GL
transactions created for the order also reference the project code. Project codes are set up in
Project Code Maintenance (25.3.11).

The exact GL entries created vary by PO line item type—inventory items, subcontract items, or
expensed (memo).
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Purchase Order Line Types

Purchase Order Line Types
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Recaipts

Purchase order line items are categorized by type. When a purchase order is entered, the correct
type code must be entered on each line. The type determines whether the receipt affects inventory
and which GL transactions are created.

The normal type of purchase order isan inventory purchase. On these, Typeisleft blank. When the
items are received, they are put into inventory and a purchase accrual is posted. Both the purchase
accrual (PO receipts) and inventory accounts come from the product line of the purchased item.

Sometimes, you enter a subcontract PO to purchase outside assistance for manufacturing. Specific
work order operations can also be subcontracted out to a supplier. On subcontract lines, reset the
type to Subcontract. When the processed items are received for awork order, they do not go into
inventory; instead, they go into work in process at the next operation. The WIP account defaults
from the work order.

When you enter PO lines for non-inventory items (expenses and assets), the system automatically
flags these as type Memo. These lines do not affect inventory. The expensed purchases account on
the PO lineitem is the default debit account, but you can change it to another expense or asset
account.

Ensure that regular inventory purchases are entered correctly. If atype code is accidentally entered
on an inventory purchase, the PO does not update inventory or create the right GL accrual entry.
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PO Receipts

PO Receipts
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The last step in the purchasing life cycle occurs when you receive the purchased items at your
location. At that time, a purchase order receipt is recorded in Purchase Order Receipts (5.13.1)
and, optionally, printed. When areceipt is recorded, several things happen:

1

Before areceipt is accepted, the receipt quantity is checked against over-shipment tolerances
and rejected if the receipt quantity or cost exceeds tolerance. The over-shipment tolerance
percentage and cost are specified in Purchasing Control.

Receipts automatically update inventory (or WIP) and create the appropriate GL transactions
based on the PO line item type (inventory, subcontract, memo).

Receiversare automatically created to record the quantity received and purchase cost. You can
print and manually route these to Accounts Payable for matching.

If theline item is completely received, or the backorder is canceled, the line item statusis
changed to Closed or X (canceled). This step prevents further receipts against this lineitem.
Open lines have a status of blank.

When all of the lineitems are closed or canceled, the purchase order is marked as Closed.
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Purchase Price Variance
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PPY = [(total GL cost-this level averhead) = PO cost] * quantity received
PPV = [(2.50 -0.00) - 2,75 * 100

At PO receipt, avarianceis calculated that is later reflected in AP reporting: purchase price
variance (PPV).

PPV is calculated when the item’s PO cost does not match its standard cost (GL unit cost) in the
item master. The formulafor PPV is:

PPV = [(Total GL Cost — This-Level Overhead) — PO Cost] x Qty Received

In the example in the dlide, you purchase 100 units of an item whose PO unit cost is $2.75. The
item’stotal GL cost isonly $2.50. We assume there is no overhead.

At PO receipt, the system debits Inventory for theitem’s GL cost minus overhead and credits PO
Receiptsfor theitem’s PO cost. Since the two costs are different, QAD SE creates a balancing
entry for the PPV account.

S0, in the example, the GL entries are:

DR Inventory $275 (Qty Received of 100 x $2.75)
CR PO Receipts $275
DR PPV $25

Another example of calculating a PPV iswhen a supplier assesses tax on a normally non-taxable
item. For that PO receipt, excesstax is posted to PPV.

Note The Purchase Receipts report shows PPVs (PO-Std Var column).
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Correcting Receivers

Correcting Receivers
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Since you cannot modify areceiver directly, note the following methods for adjusting receiver
guantities and currency amounts.

For example, on aPO lineitem for aquantity of 100, you might receive apartial shipment of 10. If
you accidentally entered the receipt quantity as 100 instead of 10, you could adjust inventory
directly. However, that would not create areceiver in accounting or adjust the PO. To correct this,
most companies enter one receiver line for —100 to reverse out the incorrect quantity, then enter a
new receiver for the correct quantity, 10. This step updates purchasing history and corrects the
accrual amount. It also updates the PO, increasing the quantity open by 90.

When the receiver has been corrected and a new receiver entered, you can delete the incorrect
receivers using Uninvoiced Receipt Delete/Archive (28.22). (If you need an audit trail, however,
you can preserve and voucher all three receivers.

Note If the order has been closed or canceled, you must reopen it in Purchase Order Maintenance
(5.7) before you can process the correction.
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PO Returns
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A return is different than a correction. Usually, returns involve defective merchandise and you
want to handle these separately. Returns to suppliers are processed in Purchase Order Returns
(5.13.7). The purchase order does not have to be open for areturn to be processed. The return

transaction reverses the inventory and GL effects of the receipt, if any.

Returns create receivers for matching in Accounts Payable, just as negative receipts do. This
process ensures that you do not pay for items that you sent back if the original receivers were
already vouchered. You can track these negative receipts by reviewing the Purchase Receipt report
(5.13.5) with Non-Vouchered Only set to Yes.

You can only process areturn to asupplier against avalid purchase order. If the purchase order has
been deleted, you cannot process the return against it. Instead, enter a new purchase order with
negative order quantities and receive these negative quantities. Ensure that costs are entered
correctly because they are passed on to Accounts Payable.

Whenever returnsinvolve defective itemsthat will be replaced, the Return for Replacement option
should be set to Yes. QAD SE automatically adds anew line for the returned quantity to update the
original PO; this process ensures that the quantity on the order, MRP, and transaction history are
updated. When you voucher the supplier invoice in AP, the returned quantity appearsin the
receiver window as a negative quantity offset against the original.
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Exercise 11: Purchase Orders, Receipts and Returns

Enter Purchase Orders

In this exercise, you enter a purchase order to see how GL account codes and types are used. Inthe
following activities, you will receive and voucher this PO.

Purchase Order Maintenance

1 In Purchase Order Maintenance (5.7), enter a purchase order (press Next for the next PO
number). Use supplier 500. Accept the defaults for the rest of the header screen, and press
Next until you reach the line item entry screen.

Line 1

Site: Train

Req: blank

Item Number: 12-4020

Quantity: 200

Unit Cost: 5.00

Update Avg/Last Cost: No
When you enter each lineitem, you see awarning message on requisition approval codes. This
is a security feature to aert you that no approved requisition was referenced for the item. In
this exercise, you can ignore the message; note that you can set the Apprvd Regs for POsfield
in Sales Order Control (7.1.24) to Yesto prevent the system from accepting an unapproved PO
line.

Line: 2

Site: Train

Req: blank

Item Number: 12-4100

Quantity: 100

Unit Cost: 2.30

Update Avg/Last Cost: Yes

Notice that the unit cost on each line item defaulted to the standard cost. On the second line
item, you did not change this cost, and on the first you changed it. (The cost you entered on the
first line item was much higher than the standard cost. Remember this later when you review
purchase price variance calculations.)

2 After entering both lineitems, click End Lines, then Trailer. The trailer screen displays the

order total.

Purchase Order Maintenance

3 In Purchase Order Maintenance (5.7), enter another purchase order (press Next for the next
number). Use the miscellaneous supplier 99999999. Accept the defaults for the rest of the
header screen. Press Next until you reach the line item entry screen.

4 Enter the following line items:;
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Line: 1
Site: Train
Item Number: paper
Qt: 100
UM: EA
Unit Cost: 5.00

Sincethisitemis not in the item master, the system displays a default description, [tem Not In
Inventory, which you can override. In QAD Enterprise Applications, non-inventory items are
assigned an item type of Memo.

Purchase Order Print

5 In Purchase Order Print (5.10), print aformal copy of both of your purchase orders; they will
be used later.

Purchase Order Commitment Report

Another useful report is the Purchase Order Commitment report (5.9.4). This report shows you all
outstanding purchase orders and your projected cash requirements.

6 Print thisreport for all suppliers, setting Memo Itemsto Yes.

Purchase Order Receipts and Returns

In this exercise, you will receive the purchase orders you created in the previous exercise. You will
also process areturn for some of the items.

Purchase Order Receipts

1 InPurchase Order Receipts (5.13.1), process areceipt for the first purchase order.
2 Leavethereceiver number blank and the system will assign one later.

3 Set Receive All to No. Receive al 200 units of item 12-4020, but receive only 90 of item 12-
4100. Do not cancel the backorder.

Purchase Receipt Document Print

4 In Purchase Receipt Document Print (5.13.2), print the receiving documents for the PO. Keep
these to refer to later.

Purchase Order Returns

Some of the units you received are defective.

5 In Purchase Order Returns (5.13.7), process areturn for 5 units of item 12-4100. Ship-From
Site Train. Set Comments to Yes. When you press Next, you see a screen in which you can
record in detail why the goods were returned. You can print this detail later on the return
document.
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Purchase Order Receipts

6 In Purchase Order Receipts (5.13.1), process areceipt for the second purchase order. Receive
100 units of paper. You do not have to print areceiver for this PO.

Unposted Transaction Register

7 In Unposted Transaction Register (25.13.14), print out the GL unposted transaction report and
review the journal entries that were created. (Include only | C-type transactions with an
effective date of today.)

What amounts were posted to inventory? Accrued purchases? Purchase price variance? What
GL transaction was created by the receipt of the second purchase order?

The following page shows the transactions created by the receipts and the return.

Analysis of Exercise 11.2 Transactions

Receipt of item 12-4020 1500 {inventory) 2200 (PO Receipts) 5000 (PPV)
Receipt Oty = 200 £60.00 660,00 340,00
PO Unit Cost = 5.00 340.00
GL Linit Cost = 3.30
PPV per Unit=1.70

Recelpt of itam 12-4100 1500 (Inventory) 2200 (PO Receipts)

Receipt Oty = 90 207.00 207,00
PO Unit Cost = 2.30
GL Unit Cost = 2,30

Return of ltem 12-4100 200 (PO Receipis) 1500 (Inventory)

11.50 1.50

Return Cly =5
GL Unit Cost = 2 30

Receipt of Paper 5100 (Purchases, Exp.) 2250 (Expensed ltam Receipts)
Receipt Gty = 100 50000 500,00
PO Unit Cost = 5.00
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Overview

QAD Standard Edition Financial Management

system Introduction 12. Accounts Payable Vouchers
Basic Data Setup | 2. Accounts Payable
Multinational Setup Payments
(Optional) Lo 1099-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management
Invoicin iphend)
IVOIC
: ’ : Multinational AP (Opticnal)

Cebit/Credit Memaos .

] General Ledger Setup
Accounts Feceivable =
Pavmoants General Ledger

Y Transactions

Drﬂf’r_rﬂqnqgemen‘r General Ledger Reports
(Optional)

R . Multiple Entities (Optional)
Multinational AR (Optional) Multinational GL (Optional)

Purchasing/AP Data Setup Currency Dependent

Furchasing Founding

This chapter describes how invoices for purchased items are recorded on AP vouchers.

Vouchers are documents that control approval to pay cash to a supplier. Vouchers convey this
authority and record all relevant data about the liability and details of its payment.

Vouchering ensures that invoiced amounts are reviewed and authorized before they are paid. On
inventory items, vouchers al so detects discrepancies between an item’s invoiced cost and the PO
cost, and between the item’s invoiced and received quantities.
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Accounts Payable Control
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Accounts Payable Control (28.24) provides default information for AP voucher and check
processing functions. The control program should be initialized before you begin to use AP
functions. In most instances, you can override the control program values during transaction entry.

Next Batch. Each group of vouchers and payments created at the same time is automatically
assigned a batch number. You can use the batch number to select groups of transactions to
appear on reports. You do not have to know the batch number to modify atransaction—you
can simply leave the batch number blank.

Next Voucher. The next voucher reference number. Accounts Payable vouchers and recurring
vouchers are identified by a voucher Reference number. This number helps select specific
information for reporting and update functions. If Referenceis left blank, the system assigns
the next number; it also increments the Next Voucher number in Accounts Payable Control.

Next Journal. The next number to use when a general ledger journal transaction is created by
the system.
All Accounts Payable functions create general ledger journal transactions with ajournal

reference beginning AP, then the date in year/month/day format, and a six-digit sequential
number. This number is defined here and incremented automatically by the system.

Voucher Open; Qty/Amt Voucher Open Qty/Amt. Can be used to speed up voucher entry if
your suppliers normally consolidate PO receipts on one invoice. If Yes, when you voucher a
PO, the system automatically sets the invoice quantity to the receipt quantity and marks all
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receiver lines as vouchered. If your suppliers normally invoice separately by shipment, set this
to No. Otherwise, if someone overlooks a discrepancy between the invoice and receipt
guantities and processes the voucher, al receivers are marked as closed and alarge variance is
booked.

AP Summarization. Determines the level of detailed information for AP transactions.

Level 1 created detailed transactions by entity, account, sub-account, cost center, and project,
with one distribution line for each AP transaction.

Level 2 creates AP transactions summarized by batch, account, sub-account, cost center, and
project.

Level 3 creates detailed individual AP transactions with separate GL references for each
document.

Ship-To. The normal company ship-to address. This code must be predefined in Company
Address Maintenance (2.12).

This code only operates when avoucher is entered that does not reference a purchase order
number. The default ship-to address code displays on the Voucher Maintenance (28.1) screen
and can be changed by the operator. (If apurchase order isreferenced, the ship-to address code
from the purchase order displays.)

Default Bank. Specify the default bank code for all new supplier records in Supplier
Maintenance.

Check Form. Specify the default check form for processing automatic checks. Printed checks
use form 1 or 2; electronic funds transfers use 3 or 4; draftsuse 5, 6, or 7.

Exchange Tolerance. Specify the maximum difference allowed between the amount owed and
the amount paid. Appliesonly to payments processed in a currency different from the voucher
currency.

Enter Vouchers Confirmed. Enter No if vouchers are normally entered unconfirmed pending
managerial approval. No GL entries are created until the voucher is confirmed.

Release Recur VOs Confirmed. Recurring vouchers are templates used to create vouchers for
recurring amounts such asrent. If vouchers created from the template recurring voucher are to
be created confirmed, set thisfield to Yes. Recurring vouchers are discussed in more detail in
Lesson 12.

Use Payment in Process Acct. Thisfield indicates whether payments are to post to the cash
account or the payment in process account. (In the US, paymentsin process can be referred to
as Cash In Transit.)

Payment in Processis primarily used in Europe. If you set the field to Yes, payments credit the
bank’s payment in process account instead of the cash account. When these payments are
reconciled, payment in process is debited and cash is credited.

Use Expensed Item Var Accts. This field determines whether Accounts Payable rate and
usage variances for non-inventory items are posted to expensed item variance accounts or to
the expensed item receipts account.

External Voucher References Allowed. This field determines the numbering system and level
of user flexibility in entering voucher numbers. If the field is set to Yes, you can manually
enter voucher numbersin Voucher Maintenance.
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Setting the field to No improves security by preventing manual entries. QAD SE generates
continuous voucher numbers by incrementing the Next Voucher number.

Use Assigned-To. Thisfield determines whether Assigned-To isarequired field in Voucher
Maintenance. You can use this field to assign vouchers to employees for approval and then
track vouchers by employee using the Voucher Register by Assigned-To report (28.3.2).

Use Draft Management. Activates draft-related fields while you are processing AP payments.
To use the draft form of voucher payment, this field must be set to Yes.

Multi-Entity Payments. Indicates whether accounts payable payments against a voucher can be
made by banks at other entities.

ERS Packing Slip Error. When set to Yes, this ERS Processor prints an error for al lineson a
Purchase Order eligible for ERS processing where the packing slip was left blank during
receiving.

Update GL Average Cost. When set to Yes, the average cost of itemsis updated during arun
of the ERS Processor and average costing is being use. When set to No, the average cost of
itemsis not updated.

Voucher Date Option. Indicates the date to use for the voucher date in ERS Processing.

0 - receipt date of the receiver is used as voucher date.

1 - shipment date of the receiver is used as the voucher date.
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Accounts Payable Implementation

AP Implementation
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Earlier in this course, we saw how Purchasing and Accounts Payable functionsinterrel ate and how
to match vouchers against POs and record vouchers for miscellaneous items.

The other use of vouchers, as noted earlier, isto record opening supplier balances.

As shown in the above dlide, the starting point for AP isto set up and verify the basic information
in the system. This includes checking Domain/Account Control to ensure that the correct account
defaults are set up, verifying tax codes and rates, checking credit terms, entering your company
shipping addresses and supplier addresses, setting up banks; and initializing control program
values.

When you have finished the AP setup tasks, the implementation process should include the
following steps:

1 Print an AP aging report from your existing system.

2 InVoucher Maintenance (28.1), record open invoices and creditsin detail or just enter open
balances by period. Enter the invoice number from your existing system as the voucher
number. Make sure you enter correct invoice dates and terms.

3 Print and verify supplier balances using QAD SE’'s AP aging reports. Make any corrections.

4 Delete the unposted GL-AP transactions. These transactions were already recorded in your
general ledger when you entered the AP account balances.
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5 If you have been using the Purchasing module, delete any outstanding receiversthat have been
invoiced and are included in these supplier balances. Use Uninvoiced Receipt Delete/Archive
(28.22).
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Voucher Processing Flow

Voucher Processing Flow
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Typically, vouchers are recorded when supplier invoices arrive and after items have been received
so the system can compare the PO, receiver, and invoice.

When you enter a voucher that references a purchase order, the voucher is validated against the
original PO and receipt. You can specify multiple POs, provided that all POs on avoucher have the
same supplier, currency, exchange rate, and exchange rate status (fixed or non-fixed).

However, you can also record vouchers in the absence of an invoice or PO receipt. You can enter
vouchers directly to record miscellaneous expense, such as utilities, commissions payable, or
expense checks; prepayments; or supplier credits, such asreturns. For cyclical payableswith fixed
amounts, such as rent, you can periodically generate a voucher from atemplate called a recurring
voucher. During implementation, you can use vouchers to initialize supplier balances.

Initially, you can record the voucher as either confirmed or unconfirmed, but you must confirm it
before you can select it for payment. You can confirm vouchers either automatically or manually.
The system does not create GL transactions until the voucher is confirmed.

A voucher system reguires you to prepare a voucher for each expenditure. Thisis your method of
controlling and approving these expenditures. You should confirm avoucher only after the
expenditure has been approved.

You can pay avoucher immediately or at alater date, depending upon the circumstances and
payment terms. Only in unusua situations would you ever issue a check that is not specifically
related to a voucher.
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Vouchers

Vouchers
Vouc hler Hre_o _f.ler

Eeceiver Automatic Selection (Auto Select = Yes)

Receiver Selection Maintenance [Auto Select = Yes)
Receiver Matching Maintenance

Voucher Tax/Distribution Screens
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Voucher Trailer

Voucher Maintenance (28.1) is comprised of the following screens, where you can enter general
information about the transaction, match invoices against receivers, and record or change
distribution amounts:

 Theintroductory screen, sometimes called the header.
« The Receiver Auto Selection screen, displayed when the Auto Select field is set to Yes.
 The Receiver Selection screen, displayed when the Auto Select field is set to No.

 The Receiver Matching Detail screen, displayed only if you reference a PO that has been at
least partially received.

The Distribution screens, where you can modify the GL entriesfor AP, tax, and other amounts.
The voucher trailer screen, which displays transaction totals and other information.

You can process vouchers with or without matching them against purchase orders and receipts. For
matching, you can select receivers automatically or manually. If you process vouchers without
matching, you enter distribution amounts for taxes and GL accounts.

When entering vouchers, you should reference the PO number whenever possible. Most voucher
data, such as the supplier addresses, bank, currency, and credit terms is then displayed
automaticaly. If no PO isrecorded, the information defaults from the supplier code. Some settings
(for example, Confirmed and Voucher All) default from Accounts Payable Control (28.24).
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Voucher Maintenance

Voucher Maintenance
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Batch. Thisfield is used internally to track vouchers entered at the same time. Leave the field
blank for the system to assign the next number from Accounts Payable Control (28.24).

You do not need to enter avoucher’s batch number in order to view or correct the voucher. If a
batch is not balanced, a warning displays as you leave Voucher Maintenance (28.1). The AP
Batch Report shows unbalanced batches.

Control. Thetop control total isused to ensure that the sum of all vouchers entered in the batch
is correct. The voucher control total ensures that individual vouchers are entered in balance.
Both are optional but strongly recommended. Note that control totals have no financial
impact—they are used only to verify data entry.

Voucher. Leave the field blank for the system to assign the next number from Accounts
Payable Control. If you find you cannot manually enter a voucher number, it is probably
because the External Voucher References Allowed field is set to No in Accounts Payable
Control.

Order. After entering a purchase order number, press Enter to add another number or press
End to continue to the next frame. You can enter any number of purchase orders for the same
supplier. However, only the last three numbers entered display on the screen.

Supplier. Enter the supplier with which this payment is associated.
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Effective. Date the voucher should affect the GL. Usually the system date; however, in some
situations you might want to change it (for example, at month-end). Some companies use the
invoice date as the effective date.

Tax Date. The tax dateisoptional. If you enter atax date, the system cal cul ates taxes based on
the rate for the ship-to address for the tax effective date, if arate is defined. If you do not enter
atax date, the system defaults the tax date and rate on vouchers as follows.

» If aPO isreferenced, the tax date defaults from the PO.

« If aPO isnot referenced, the tax date defaults from the voucher effective date.
Remit-To. Supplier’s address for receiving payments. Appearsif the supplier has aremit-to
address and cannot be changed. Remit-to addresses are set up in 2.3.13. Thisisonly necessary
if the supplier's remit-to address is different from the address in the PO.
Ship-To. Enter an address code, usually one of your company addresses.
If you specify a purchase order number, this field defaults from the ship-to on the PO.
Otherwise, Ship-To defaults from the Ship-To field in Accounts Payable Control.

Currency. Enter the currency used to pay the voucher. Thisfield defaultsto the PO currency or
the supplier currency if no PO isentered. A pop-up window displays the default exchange rate
for the effective date, or you can enter afixed rate.

Bank. Enter the bank from which you expect to pay this voucher. The bank code and account
number default from Supplier Maintenance.

Invoice. The supplier invoice number associated with this voucher. Although not required,
recording the supplier invoice number lets you look up avoucher if your supplier callswith a
guestion.

Terms. If apurchase order number is entered on this voucher, the purchase order terms display.
If no purchase order number is entered, the supplier terms display. Used to calculate invoice
discount/due dates.

Disc(ount) Date. The discount date for this voucher. Payments made before this date are
subject to an early payment credit terms discount.

If this date is | eft blank, the credit terms and invoice date entries are used to calculate it. If
credit termsisleft blank, discount date remains blank.

Due Date. If this date is left blank, the credit terms and invoice date entries are used to
calculate it. If credit termsisleft blank, due date is set to today’s date.

If you change the credit terms, type a Shift + ?in the date field to force the system recalculate
the date.

Exp(ect) Date. The date you plan to pay this voucher.

Projects cash regquirements on cash flow reports based on your payment policies—you can
have a policy of aways taking discounts, or aways paying 30 days late.

Account. Enter the general ledger (GL) account code used to track accounts payable (AP)
amounts for this supplier.

Discount Account. Enter the general ledger (GL) account code used to track early payment
discounts.
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Entity. Specify the entity to which AP posts. The field defaults to the entity on the PO header
or to the system entity on non-PO vouchers. Each distribution line can reference a different
entity; the system automatically creates balancing entries to the intercompany account.

Remark. General remarks pertaining to the transaction. Becomes the description for the
GL journa entriesfor the AP and AP Discount accounts. Remarks print on the check stub.

Supp Bk. The supplier bank to use for this voucher. Defaults from the supplier record, if a
supplier bank is referenced there.

Type. Specify an optional code used to classify vouchers by type for reporting (for example, to
track different kinds of cash expenditures). On 1099 reports (US), voucher types are also used
to classify payments. For 1099 tracking, three type codes must be used for rents, royalties, and
non-employee compensation. The voucher typeis not related to the supplier type.

Check Form. Specify the check method you expect to use to pay this voucher. Thisfield
defaults to the supplier’s check method.

Check forms 1 or 2 apply for printed checks (form 2 displays the payment amount below the
date)

Check forms 3 or 4 are used for electronic funds transfer (form 3 sends output to a printer;
form 4 sendsit to afile)

Check forms 5, 6, or 7 are printed AP draft formats that include a due date and the bank
address.

Separate Check. Specifies whether a voucher should be paid on a separate check.

Auto Select. Determines whether to display the Receiver Automatic Selection Screen, where
you can enter selection criteriato match against multiple receivers.

Prepay Amount. Thisfield displays any amount prepaid on the voucher.

Hold Amount. Reflects any amount in dispute or on hold for some other reason. The voucher
header displays any hold amounts, but you modify the hold amount in the voucher trailer.

Non-Disc Amount. When the terms indicate an early payment discount is available, this
discount normally does not apply to the entire invoice-add-on charges such as freight, duty,
and taxes are not usually discountable. Enter the total of these amounts here; they are deducted
before the discount is cal culated.
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Receiver Data

Receiver Data
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If you set the Auto Select field to Yes on the voucher header, the system displays the Receiver
Automatic Selection frame where you can enter arange of receivers for the voucher. You can also
choose the Voucher Open Qty and Select All optionsin this frame.

Voucher Open Qty. Determines the value of the fields Invoice Qty and Invoice Cost for each
of theretrieved receivers.

Yes. For each receiver the system defaults the uninvoiced receipt quantity to Invoice Qty and
the purchase order net unit cost to Invoice Cost.

No: These fields default to zero.
You can set adefault value for thisfield in Accounts Payable Control (28.24).

Select All. Determines the default status of each receiver displayed in the Receiver Selection
Maintenance frame. If you set thefield to Yes, al receivers are selected by default (designated
by an asterisk).

In the Receiver Selection Maintenance frame, you can modify the list of receivers that were
automatically selected or manually select one or more receivers. Thisframe, however, appears
only if you referenced a PO. After you have selected a group of receivers, you can display the
receiversin the Receiver Matching Detail screen, where you match receiver quantity and
amounts against the invoice.

If you set Auto Select to No, you can manually choose one or more receivers and process them
in the Recelver Matching Detail screen.
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If avoucher has multiple receipts and only some can be matched against the invoice at
voucher entry time, you can enter a partial match. The system automatically creates the GL
entries and you can update the voucher control total when the additional amounts become
available.

Note You can have multiple vouchers per receiver. You can aso have multiple receivers (for the
same PO) on the same voucher. If the voucher quantity is less than the receiver quantity, the
system asksif you want to close the receiver. Specify No to keep the receiver open for reference on
another voucher. If you specify Yes, the quantity difference is posted as an AP usage variance.

Asyou enter information on the invoice quantity, tax status or class, and cost for invoice matching,
both the receipt quantity and PO cost are displayed for verification. After processing all invoiced
receiver line items, press End to exit. The system calculates and displays distribution amounts for
the accrual accounts and variances.
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AP Rate Variance

AP Rate Variance
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AP rate variance occursiif there is a discrepancy between an item’s PO cost and itsinvoice price.

AP rate variances can be caused by avariety of things, the most common being errors made during
PO entry or incorrect quotes received from suppliers. The variance displaysin the Receiver
Matching Maintenance frame. The formulais:

AP Rate Variance = (Invoice Unit Cost — PO Unit Cost) x Invoice Qty

Assumethat an item’sinvoice cost was $3.00 instead of the $5.00 cost of the PO receipt. When the
voucher is recorded, the invoice cost is posted to AP:

CR Accounts Payable 3.00 (x Qty Received of 200)

However, the PO Receipts account must be cleared based on the amount originally posted to it.
The posting is:

DR PO Receipts 5.00 (x Qty Received of 200)
A balancing posting must be made to the AP Rate Variance account:

DR AP Rate Variance -2.00 (x Qty Received of 200)
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AP Usage Variance
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The Ext Usage Var field displays the total AP usage and rate variance for the receiver.

AP usage variance occursiif there is a discrepancy between an item’s PO receipt quantity and its
invoice quantity. The formulais:

AP Usage Variance = (Invoice Qty — Received Qty) x PO Unit Cost

Suppose the purchase order was for 100 units of an item whose PO cost was $1.00, but you
actually received 100 units and the invoice was for 110. PO Receipts is debited for the quantity
actually received, multiplied by the PO cost:

DR PO Receipts $1.00 (x Qty Received of 100.00)

The AP account is credited for the invoice quantity, multiplied by the invoice cost:
CR Accounts Payable $1.00 (x Qty Invoiced of 110)

The discrepancy is debited to AP Usage Variance:

DR AP Usage Variance $1.00 (x Excess Qty Invoiced of 10)
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Managing Variances

Managing Variances
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Variances can arise because a supplier quote isincorrect. You can review and change these quotes
in Supplier Item Maintenance (1.19).

When an unfavorable variance is calculated during vouchering, QAD SE automatically assumes
that you are disputing the amount with the supplier, and records the variance as a hold amount.
You can a'so use the Hold Amount field to manually record disputed amounts. You can hold all or
part of an invoice. The system does not select hold amounts for payment.

The Receiver Matching screen in Voucher Maintenance (28.1) also shows the total variances. The
Ext PPV field displays the total variance between the item GL cost and the invoice cost. The Ext
Usage Var field displays the total variance between the item’s PO cost and the invoice cost.

The Voucher/Standard Cost Variance report and the Voucher/PO Cost Variance report (28.17.2) are
very useful when reviewing variances. Use the Voucher/Standard Cost Variance report (28.17.1) to
review GL Variances and Voucher/PO Cost Variance Report to review PO variances.
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GL Distribution

GL Distribution

Winssher Malndananss
 Gnla =~ MArtion =
patch J Voucher

Batch: 1006 Dakteh T 100,000 Tat: 0LOB0
Wouchar: 1024 usn il 10000 Tatal: 0.0

Ristrilution
Ln Aneonng Saib- At CC BUSREE Erty Tay  Dwsenphan Amaunk

S100 " 2 1000 FURCHASE

The voucher distribution screen displays entries for GL accrual and variance accounts.

Distribution lines are recorded automatically, based on receiver quantities invoiced and invoice
cost. These system-calculated lines are marked as type R. Normally, they post to PO Receipts and
variance accounts. These entries cannot be changed.

You can record additional distribution amounts at this time. Amounts entered include add-on
charges, such as freight, duty, or service charges. On vouchers not related to a PO, you must enter
al distribution amounts. Distribution lines can reference accounts, sub-accounts, cost centers, or
alocation codes.

Allocation codes are useful on expense vouchers, allowing you to post to a group of accounts by
entering one code rather than each account separately. Allocation codes are discussed in more
detail in Chapter 17, “GL Setup,” on page 311. If you do not enter any distribution lines, the
system automatically deletes the voucher.

When GL transactions have been posted, and if the accounting period is still open, you can change
the distribution on avoucher. This process also changes the GL. You cannot change the
distribution if the voucher has been paid. Then, you must decide whether to adjust the GL or create
an adjusting voucher to correct the GL
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Taxes are calculated automatically and displayed on the tax detail frame of Voucher Maintenance
(28.2).

If taxes are owed, but are not to be paid to the supplier (for example, they are paid to the state),
enter anew distribution line, crediting the tax amount to a tax accrual account. This process
reduces the total amount due to match the invoice amount due. The GL would debit an expense

account for the total amount (invoice and tax) and credit an accrued sales tax account with the tax
amount.

Example

For example, the total of avoucher is $566.96, but only $523.75 is paid to the supplier. You enter
another line of distribution crediting the tax accrual account for $43.21. The voucher total is now

$566.96. The GL shows $566.96 posted to an expense account as a debit and $43.21 posted to the
accrued sales tax account as a credit.

Note Subsequent changesto avoucher do not affect the tax distribution amounts. If thereisa
change, you must record it manually.
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Voucher Trailer

Voucher Trailer
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In the last frame of Voucher Maintenance, you record disputed amounts, identify whether the
voucher isready for payment, and identify the employee responsible for confirming the voucher.

Hold Amount. Specify an amount on hold for this voucher that should not be paid. Usually an
amount under dispute, such as an incorrect billing amount. Hold amount can be less than or
equal to the voucher total.

The amount marked as on hold cannot be paid until the hold amount is reset to zero. You
cannot select this amount for payment either automatically or manually, and you cannot record
amanual check including this amount, For example, if you enter avoucher for 100 dollars and
enter ahold amount of 20 dollars, the system allows you to select and pay 80 dollars, but not
100.

Confirmed. Indicate whether the voucher is authorized for payment. The value for thisfield
defaults from the Enter Vouchers Confirmed setting in the control program. No GL
transactions are created until the voucher is confirmed. The Confirmed field displaysin the
trailer frame of Voucher Maintenance.

Assigned-To. ldentifies the employee responsible for confirming the voucher. Provides more
efficient voucher tracking capabilities for vouchers entered as unconfirmed. Enter the
employee code for the person responsible for confirming the voucher. The Assigned-To code
must reference an existing record from Employee Maintenance (2.7.1).

To review vouchers assigned to employees, print the Voucher Register by Assigned-To (28.3.2).
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Modifying Vouchers

If You Change...

Result

CreditTerms

You must clear Due Date/Disc Date
fields.

Taxable Amounts

You must manually update tax lines.

Vaouchersin Closed GL
FPeriods

Tou can only modity header

information, notamounts or accounts.

You can change a voucher any time until it is confirmed and selected for payment, or paid. When

making a change, be aware that:

« If you modify the credit terms on an existing voucher, you must also clear the Due Date and
Disc Date fields (Shift + ?) so that the dates are recal culated automatically; otherwise, you

must change them manually.

- Item current costs are updated when the voucher is confirmed. If you are using average
costing, cost reaverages are updated when the voucher is confirmed. Changes after
confirmation do not update prior cost calculations.

« If the GL period isclosed or the period is closed to AP transactions, you can only modify the

voucher header.

- |If distribution amounts for taxable lines are modified, the tax lines are not automatically
recalculated; you must update them manually.
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Voucher Confirmation

Voucher Confirmation

Automatic

Voucher Confirmetion - kutom_ %

W Galo = fAlion =

Batch *a Manual

Dt her Wi Feity Logetdirmmabion « Masnusd &

M Gata = datan v

Vomchar: 1004

PO NumBar: POIOO2SS BEruiffing Voudhss
Wiy | UED

&maunt Ooan: 100,00

You can register avoucher prior to receiving the items—on prepayments or for tax reporting
purposesin VAT and Canadian tax environments.

In QAD SE, the best way to handle these situationsis to set Enter Vouchers Confirmed to No in
AP Control so that new vouchers are unconfirmed by default. You can then confirm the vouchers
when the goods are received.

You first run Voucher Confirmation - Automatic (28.6) by range of batches, suppliers, or voucher
types. Here, you can override the effective date of the origina vouchers. You can run Voucher
Confirmation - Automatic (28.6) twice—once with Confirm set to No to review the report, and
again with Confirm set to Yes when you are sure you have included only the vouchers you want to
confirm.

You can use Voucher Confirmation - Manual (28.7) to confirm only one voucher, to confirm a
recurring voucher, or to reverse avoucher confirmation. Voucher Confirmation - Manual (28.7)
also allows you to place al or part of avoucher amount on hold.

GL transactions are created when the voucher is confirmed. AP supplier balances are al so updated.

Both voucher confirmation functions should be password-protected. In Voucher Confirmation -
Manual (28.7), the Hold Amt field should also be password-protected.

If avoucher was entered as unconfirmed in a GL period that is now closed, you must run an
automatic confirmation to confirm it in the current GL period.
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Recurring Vouchers
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Recurring vouchers simplify the processing of routine payables with fixed amounts, such as
monthly rent.

Recurring vouchers ook like regular vouchers, but they are merely templates; they do not have an
effect until they are confirmed and released to aregular voucher.

Recurring vouchers:
» Cannot be verified against PO receipts.
» Cannot be paid.
+ Do not appear on agings.

However, avoucher created by releasing a recurring voucher isjust like any other voucher.
Recurring vouchers are recorded in Recurring Voucher Maintenance (28.8.1).
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Recurring Voucher Maintenance

Recurring Voucher Maintenance
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The following fields in Recurring Voucher Maintenance (28.8.1) determine the life span of the
recurring voucher and how often it will be released.

Interval. Enter D (day), W (week), or M (month). The default is month.
Frequency at which amounts associated with the recurring voucher are payable. The Interval
code is used to select recurring vouchers for release.

Nbr Per Voucher. Number of intervals between releases of this voucher. Controls how many
interval periods must pass before a voucher is next released.

Start. First date that regular vouchers can be generated from this recurring voucher. The
default is the system date.

In Recurring Voucher Release, the Start and Expire dates define the time period in which
regular vouchers can be generated from this recurring voucher. Start also determines the
effective date of thefirst regular voucher.

Expire. Last date that regular vouchers may be generated from this recurring voucher. In
Recurring Voucher Release, the Start and Expire dates define the time period in which regular
vouchers may be generated from this recurring voucher. Start also determines the effective
date of thefirst regular voucher.

Last Release. The field displays the effective date of the |ast released voucher.
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The default status of the recurring voucher is determined by the Enter Vouchers Confirmed setting

in Accounts Payable Contral. If the recurring voucher is not entered as confirmed, it must be
confirmed.

Periodically, regular vouchers are released from the recurring voucher in Recurring Voucher
Release. These vouchers can also be either confirmed or unconfirmed by default, depending on the
Release Recurr VOs Confirmed setting in Accounts Payable Control. On foreign currency
recurring vouchers, you can use the Use Recurr Exg Rate option to ensure that all released
vouchers take the exchange rate from the recurring voucher.
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Example
Regular
Vouchers
Service Maintain Felease January 15
Confract —Recurring—— Fecurring — February 15 }
Fayable Voucher Vaoucher \

Manthly December 15
on the 15th ’_I

Start = January 15

Expire = December 15 Interval= M
Interval = M

Mbr Per Voucher= ]

The slide shows an example of atypical use of recurring vouchers.

For example, your company has a service contract that is always due on the 15th of the month
from January 15 until December 15 of the year.

Thefirst step is to enter the template voucher in Recurring Voucher Maintenance (28.8.1). The
field settings are listed above.

Then, every month, you release the recurring voucher to aregular voucher in Recurring Voucher
Release (28.8.1), specifying an Interval of M (monthly). Interval is mandatory.

If necessary, you can change the released vouchers in Voucher Maintenance (28.1) at any time
until they are confirmed.

Restrictions

When maintaining recurring vouchers, be aware of the following:
 Once confirmed, you cannot change the amount of the recurring voucher.
« Therecurring voucher cannot be deleted after the first release.

- After thefirst release, you cannot change the recurring voucher’s Start date, Interval, or Nbr
Per Voucher; however, you can always change the expiration date.

« Therecurring voucher is automatically closed when the last voucher is released. Once closed,
it cannot be changed.
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Exercise 12: AP and Voucher Maintenance

Review AP Control

Before processing vouchers, you must verify the Accounts Payable Control settings. These
settings must be configured correctly to obtain consistent resultsin later activities.
Accounts Payable Control

1 Review the default values in Accounts Payable Control (28.24). If necessary, change them to
match the following:

Next Batch: 200
Next Voucher: 910000
Next Journal: 1
Voucher Open Qty: No

AP Summarization: 1
Ship-To 10000000
Default Bank: AA
Check Form: 1
Exchange Tolerance: 5%
Enter Vouchers Confirmed: Yes
Release Recur V Os Confirmed: No
Use Payment in Process Account: No
Use Expensed Item Var Accounts: No
External Voucher References Allowed: Yes
Use Assigned-To Field: Yes
Use Draft Management: No
Multi-Entity Payments: No
ERS Packing Slip Error: No
ERS Update GL Avg Cost: No
ERS Voucher Date Option: 0

Voucher Maintenance
In this exercise, you will enter avoucher and review the effects on receivers and supplier balances.

Each voucher must have a supplier code. You can either set up the supplier in the supplier file
(2.3.1) or reference a miscellaneous supplier. In the voucher in this exercise, use supplier
99999999, a miscellaneous supplier.

Vouchering against a miscellaneous supplier can sometimes save time; however, do not do thisif
you are planning to print computer-generated checks, because you need the supplier’s address for
these.
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Voucher Maintenance

1 InVoucher Maintenance (28.1), enter the following voucher. Leave the batch number blank.

Batch: Enter

Control: 500.00

Voucher: Enter

Order: Back

Control: 500.00

Supplier: 99999999
Effective Date: today

Bank: AA

Invoice: 1234

Terms: 0

Remark: Office Supply Store
Press Next until the distribution screen appears.
Distribution

Account Description Amount
8200 Supplies 500.00

Voucher Inquiry

2 InVoucher Inquiry (28.2), review the voucher you just entered. Note the distribution lines and
amount open.

In the next exercise, you will learn how to voucher against purchase orders.

Vouchering Against a Purchase Order

In this exercise, you will voucher the inventory purchase order you entered for supplier 500 in
Exercise 11.1.

Voucher Maintenance

1 InVoucher Maintenance (28.1), enter avoucher for $842.50 for the purchase order for supplier

500.

2 Enter anon-discountable amount of $47.00 for freight.

Batch: Enter

Control: 842.50

Voucher: Enter

Order: PO number (PO for Supplier 500), Back
Control: 842.50

Supplier: 500.00

Effective Date: today

Terms: 0
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Non-Disc Amount: 47.00
Auto Select: No

3 Inthenext screen, do alookup browsein the Receiver field to display the receiver linesfor the
purchase order.

The pop-up window displays what you actually received: 200 units of 12-4020 at a PO cost of
$3.00 each; 90 units Of 12-4100 at a PO cost of $2.30 each; and -5 units at a PO cost of $2.30.

However, the supplier undercharged you for 12-4020 and forgot to credit you for the 5 units of
12-4100 that you returned. (The supplier also forgot to ship you the remaining 10 units of 12-
4100 you ordered.)

4 Review the distribution lines.

Notice the credit to AP rate variance for line 1, which resulted because the invoice price was
different than the PO price. AP rate varianceis calculated as:

(Invoice Unit Cost — PO Unit Cost) x Invoice Qty
($3.00 — $5.00) x 200 = -$400.00
5 Add anon-taxable distribution line for $47.00 for account 4120, freight cost. When you are

done, exit. The control total should balance. (If you get awarning, go back and find and
correct your error.)

Automatically Selecting POs to Voucher (Optional)

You can aso select multiple purchase orders for a single voucher and automate much of the
matching process. Since you probably combine payments for several supplier invoiceson asingle
voucher, using this option should save you time.

To do this optional exercise, you must enter and receive at least two purchase orders for the same
supplier. Note the purchase order numbers.

Voucher Maintenance

1 InVoucher Maintenance (28.1), enter a voucher, with or without a control total, for the
supplier.
Enter the PO numbers received prior to this exercise.

2 Enter Yesin the Auto Select field; then press Enter.

3 Leavetherange fields blank in the Receiver Automatic Selection frame. If you were handling
alarge volume of purchase orders, you could enter selection criteriaand recall only receivers
in the specified ranges.

4 Set Voucher Open Qty to No and Select All to Yes. Press Enter to recall the receivers and
continue the selection process. Select All determines whether or not the transactions on the
following screen are selected.

The Voucher Open Qty field determines default values for the Inv Qty and Inv Cost fieldsin

the Receiver Matching Detail screen. Yes = invoice quantity defaults to uninvoiced receipt
quantity; invoice cost defaults to the purchase order net unit cost.
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You can select or deselect individual purchase orders/receiversin the Receiver Matching
Maintenance frame.

The receivers you selected are now displayed in the Receiver Matching Detail frame, where
you can enter data for invoice matching as you did in the last exercise.

Tracking Vouchers for Approval (Optional)

You can set up your QAD SE system to require approval for unconfirmed vouchers and track open
vouchers by the employee to whom they are assigned.

This exercise assumes you have aready set up at least one employee. If not, use Employee
Maintenance to create an employee code. Anyone responsible for authorizing vouchers must be
defined as an employee.

Accounts Payable Control
1  Set the Accounts Payable Control (28.24) to require voucher authorization: Set the Use
Assigned-To field to Yes.

When thisfield is set to Yes, the system requires you to enter an employee code in the
Assigned-To field for all unconfirmed vouchers. For confirmed vouchers, thisfield is aways
optional.

Voucher Maintenance

2 InVoucher Maintenance (28.1), enter an unconfirmed voucher for any supplier. After you
have entered one or more lineitems and any required distribution amounts, press Back, change
the confirmed field to No and enter an employee code in the Assigned-To field on the next
frame.

Voucher Register by Assigned-To
3 Generate the Voucher Register by Employee report (28.3.2). Does the voucher you created
appear there?

Enter Opening Balances

In addition to recording invoice data, vouchers are al so used to initialize opening supplier balances
during implementation. In this exercise, you enter the opening balances for supplier 5022000. L et
the system assign the voucher numbers.

Voucher Maintenance

1 InVoucher Maintenance (28.1), enter the open AP balances for supplier 5022000. You do not
have to enter due and discount dates; the system will calculate them from the credit terms

code.

Batch: Enter

(Batch) Control: 50,875.00

Voucher: leave blank, click Next
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Control: 225.00

Supplier: 5022000

Effective Date: 2 months ago

Bank: AA

Invoice: 1001

Invoice Date: 2 months ago

Terms: 30

Separate Check: Yes

Distribution

Account Description Amount

5100 Purchases (Expensed) 225.00
Hold Amount: 225.00

Voucher: Enter

Order: blank

Control: 50,000.00

Supplier: 5022000

Effective Date: 1 month ago

Bank: AA

Invoice: 1507

Invoice Date: 1 month ago

Terms: 2/10-30

Distribution

Account Description Amount

5100 Purchases (Expensed) 50,000.00

Voucher: Enter

Order: blank

Control: 650.00

Supplier: 5022000

Effective Date: today

Bank: AA

Invoice: 2590

Invoice Date: today

Terms: 2/10-30

Distribution

Account Description Amount

5100 Purchases (Expensed) 650.00
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AP Aging by Due Date Report

2 Print the AP Aging by Due Date report (28.17.5) for supplier 5022000. Set Deduct Hold
Amountsto Yes.

3 Print the aging again, but include hold amounts (Deduct Hold Amounts= No).
Notice the difference. When would you want to deduct or include these amounts?

AP Aging by Voucher Date Report

4 Print the AP Aging by Voucher Date report (28.17.4) for supplier 5022000. What is the
difference?

AP Aging as of Effective Date

Note The Aging as of Effective Date report (28.17.6) lets you recreate an aging as of a previous
period. To balance with the general ledger, thisis the report you want to run. You can enter your
own aging periods (Column Days). You can even enter a negative number in the aging period to
project future cash requirements, or you can use the Cash Management module.

Recurring Vouchers

In this exercise, you will enter arecurring voucher, then create a regular voucher by releasing it.

Recurring Voucher Maintenance

1 In Recurring Voucher Maintenance (28.8.1), enter a recurring voucher for rent.
Voucher Data

Batch: Enter
(Batch) Control 10,000.00
Reference: Enter
Supplier: 5008000
Control: 10,000.00
Interval: M (Monthly)
Nbr per Voucher: 1

Start Date: 01/01/08
Expire Date: 12/01/08
Remark: RENT

Press Enter and accept al the other default information. Ignore the Tax warning message.
Distribution Data

Account Entity Tax Description Amount
8300 T100 N Rent 10,000.00
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Recurring Voucher Release

2 In Recurring Voucher Release (28.8.4), release all vouchers with an Interval of M (monthly).
Set Release Up To to today’s date.

Voucher Inquiry

3 Review the Voucher Inquiry (28.2) for supplier 5008000. Notice that avoucher was created for
this month’s rent, but that it is unconfirmed. Which setting in the control program (28.24)
determined the default status of that voucher?

4 Note the reference number of this month’s rent voucher.

Voucher Confirmation - Manual

5 InVoucher Confirmation - Manual (28.7), confirm the voucher.
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Overview

QAD Standard Edition Financial Management

system Introduction - Accounts Payable Vouchers
Basic Data Setup 2. Accounts Payable
Multinational Setup Payments
(Optional) Lo 1099-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management
Invoicin IDptond)

' .

’ . ! . Multinational AP (Opticnal)
Cebit/Credit Memaos 5

] General Ledger Setup
Accounts Feceivable =
EN——Y General Ledger
Y Transactions

Drcn”r_r-ﬂqnqgemen‘r General Ledger Reports
(Optional)

R . Multiple Entities (Optional)
Multinational AR (Optional) Multinational GL (Optional)

Purchasing/AP Data Setup Currency Dependent

Furchasing Founding

This section describes how vouchers are selected for payment and paid, and how payments are
reconciled once they clear the bank, and how you void them. When we have studied all parts of the
AP cycle, we will review the transactions that are passed to the General Ledger module.

The final step in routine AP processing is removing AP history from the system. To preserve
database space, uninvoiced PO receipts and canceled checks should periodically be deleted or
archived.
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Payment Processing Flow

Payment Processing Flow

Pririt l Reconclls
——— AN j— Check
Select Checks J \
Prirmit Vouchers P — :
Acling For > i
Payment ) - \
— _ECkS
Recnrd
Marnual
- 'Lr'lt?k.-F"S L +
p e p— & ;
Review ) Review | Voucher
Payrmeni Payment Reopenedl
Selection Redister
Regisier —

In QAD SE, there are two ways to process payments of confirmed vouchers. The processing flow
varies, depending upon whether the payment is an automatic or manual check. Drafts, acommon
form of payment in many countries, can also be processed within this process flow.

Most payments are applied payments made for specific supplier invoices or credits. The system
can select vouchers based on the suppliers or amounts you specify and then print checks. In QAD
SE, these are referred to as automatic checks.

For automatic checks, the processing flow uses automatic payment sel ection to recommend
vouchers for payment. You can manually adjust the voucher selection as necessary using Payment
Selection - Manual (28.9.5).

Generate the actual payment using Payment - Automatic Checks (28.9.9). Payments are processed
either by generating automatic payments (printed checks or electronic funds transfers) or by
recording hand-written checks, bank fees and transfers, and finance charges as manual checks
using Payment - Manual Checks (28.9.10).

Although the supplier balance isimmediately decreased when payments are processed, checks are
not immediately marked as closed. Both the check and original vouchers remain on the system
until the check is reconciled (cleared by the bank). If there is a problem, you can void the check to
reinstate the voucher.
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Aging Reports

Aging Reporis
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Use agings to review amounts prior to selecting vouchers for payment. Agings are normally run at
month-end prior to entering activity for the next month. Detailed agings print all open vouchers.
Summarized agings print only the aging period totals and total outstanding balances for each
supplier. Hold amounts are always flagged; however, you can exclude them from the supplier
totals. Unconfirmed vouchers do not appear on aging reports.

Agings are normally run by either voucher date or payment due date. The AP Aging as of
Effective Date report (28.17.6) is used to reconcile AP records with GL account bal ances;
however, if you must run an aging for a previous period and activity has already been entered for
the current (or next) period, you can run this to print an aging as of period-end.

Flexible aging periods enable you to project cash requirements as well as review overdue
accounts. For example, you could enter the aging periods —90, —60, and —30.
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Selecting Vouchers for Payment

P - -
ayment Selection - Automatic
Fapmnnt Splectinn - Autnmatic
# GaTa Actien
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Automatic Selection

Payment Selection - Automatic (28.9.4) reviews all confirmed, open vouchers in the specified
range. The system recommends which of these vouchers to pay, based on criteria, such as the due
date, supplier code, or payment bank. Typically, a company selects all vouchers with discount and
due dates falling between the last check run and the current one.

You can use selections to answer questions such as “What vouchers are due?’ or “If | print checks
today, which vouchers can | take adiscount on?” If you enter both a due and discount date range, a
voucher is selected if it falls within either range.

The Assigned Bank and Assigned Check Form options enable you to pay all selected vouchers
from the same bank or using the same check form. These options override the supplier defaults.

If thereis alimit to how much you want to pay in a check run, specify a maximum amount. As
each voucher is selected for payment, the payment amount is added to a running total. When this
total reaches the maximum amount, no more vouchers are selected. If you leave the field set to
0.00, no maximum is enforced.

Payment Selection - Automatic considers only vouchers within the ranges specified. If other
vouchers were previously selected for payment, they remain selected unless the Overwrite Old
Selection field is set to Yes.
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Manual Selection

Payment Selection - Manual

Fram Vouchar: Ta Pay Ondy
Suppler: 0004023% Check Dgte: AMSI008

Wagcher Sumpliar Amaued OpEn Aot ta Pay Crisc 1o Take B [}

1057 EEESLE 160, 60800 100, 00050 0.60 Al |

You can adjust the automatic selection by running Payment Selection - Manual (28.9.5). You can
also use this function to select single vouchers for payment.

Unlike automatic selection, manual selection also lets you override the Amount to Pay. For
example, you can make a partial payment or take a discount that the system did not suggest.

You should always review the Payment Selection Register after selecting vouchers or making
changes to a payment selection. This report lists all vouchers selected for payment and total
payments for each supplier, currency, and bank.

Discounts

When you use automatic or manual payment selection, discounts are calculated automatically,
based on the credit terms. Any non-discountable amount is deducted from the voucher total before
the discount is calculated.

Dated Terms

Dated terms specify that portions of an invoice are due on different dates. Vouchers with dated
terms are selected for partial payment as each portion becomes eligible for payment. Discounts are
automatically calculated if each amount is paid within the discount period for that term. If thereis
any non-discountable amount, it is taken starting at the first dated portion.
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Voucher Holds

Voucher amounts that have been placed on hold cannot be selected for payment until the hold
amount has been reset in Voucher Maintenance (28.1) or Voucher Confirmation - Manual (28.7).
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Automatic Checks

Avutomatic Checks
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Checks are printed using Payment - Automatic Checks (28.9.9).

Checks are selected by bank code, and only checks for vouchers with the specified bank code are
printed. The starting check number displays for the bank, and should match the first check number
on your printed check forms.

You can enter two dates: the date that prints on the check and the date when the cash transaction
updates the general ledger. Usually, both dates are set to the system date, except possibly at period
end.

When you print checks, you can select to print atest check. Test checks are used for printer
alignment. This step is optional because once you know how to align the paper, there is no need to
waste a check on atest print.

Even if you do not print atest check, the system always stops after printing the first check and
prompts you with the message:

Has the first check printed correctly?
If the checks are out of alignment or if the printer jams, specify No and you can start again. Do not

forget to reset the starting check number. After all checks have printed, the system prompts you
with the message:

Have all checks printed correctly?
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If not, specify No and start over, or you can void arange of checks. When you specify Yes, the
check information is stored, the paid vouchers are marked as closed, and Next Check is updated
for the bank code.

Note Sometimes you should specify Yes, evenif al checks did not print correctly. For example,
if you printed 100 checks and 2 are wrong, it is faster to void the 2 and reprint them than it would
be to reprint all 100.
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Payment Specification

| #** SEE SEPARATE PRYMENT SPECIFICATION FOE REMITTANCE DETAILS **
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Normally, one check is printed for each supplier, summarizing al amounts selected for payment
(unless a voucher was flagged as Separate Check). The check stub lists all vouchers and amounts
paid on that check. The supplier invoice number is also listed, making it easy for your supplier to
process the receipt. If more than one stub is needed, the system continues on to the next check
stub, marking the first check asvoid. If the Print Remarksfield is set to Yes, the remark entered in
Voucher Maintenance prints on the check stub.

Payment Specifications

For check forms 1 through 7, a payment specification report is automatically generated if the
supplier’s Pay Specification field is set to Yesin Supplier Maintenance (2.3.1). The check stub
contains a message to refer the supplier to the payment specification for remittance details.

Note For payment specifications, use a separate printer, if possible. Otherwise, you must change
paper after you print the checks.
Zero Checks

A zero check is printed if the entire payable is covered by one or more supplier credits (negative
vouchers). The zero check simply documents the situation for the supplier and marks each voucher
as closed.
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Check Number Audit Trail

257

Hash Totals
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The system only tracks check numbers actually used to pay vouchers (including those later marked
asvoid) and those used to align the checksin the printer at the beginning of arun. The system does
not track check numbers for checks spoiled during printing or otherwise skipped; log thesein

Check Void Maintenance.

Hash Totals

To verify that only approved vouchers were paid, QAD SE calculates and prints a hash total at the
bottom of the Payment Selection Register (28.9.6) and the audit trail for Payment - Automatic
Checks (28.9.9). If no modifications have been made from the time the payment selection register

was generated and the checks were run, the two totals match.
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Manual Checks

Manual Checks
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Some payments cannot be processed as automatic checks. For example, you can pay avoucher by
hand-writing a check, transferring cash in person, or asking your bank to transfer cash. In addition,
not al payments go through the voucher system. Liabilities, such as petty cash expenditures, bank
fees, and finance charges, are not easily tracked using vouchers because you never receive an

invoice for them. In QAD SE, such amounts are recorded in Payment - Manual Checks (28.9.10).

You can apply manual checks to one or more vouchers. These manual checks are marked as type
MN. The AP account and Amt to Apply default from the voucher. You can also record discounts.
The voucher balance is decreased by the amount of the payment, and vouchers are marked as
closed once they are fully paid.

If no voucher is referenced, the system automatically marks the payment as type N (non-AP). For
non-AP payments, you must manually specify an expense account to debit for the payment.

A manual check can also be used to record supplier credits. If you want to document that a
vouchered amount was covered by one or more supplier credits (negative vouchers), you can
record a zero payment. This process updates the supplier balance and closes the voucher.

Note Likeautomatic checks, manual checks update the Next Check number for the bank code. If
you process both automatic checks and manual checks on the same bank account, you can use
separate bank codes for automatic and manual check reporting.
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Prepayments

259

Prepayments
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Sometimes, you might have to send a prepayment or deposit to the supplier before you actually
receive the goods. You might even have to pay for goods with long shipping lead times while they
are still in transit. The prepaid amount entered on a purchase order is for reference only. To
actually processthe cash payment and record a credit, you must enter avoucher. The easiest way is
to create a non-PO voucher linked to a prepaid expense account for the amount of the prepayment.

When you initially voucher a prepayment, enter a positive amount in the Prepayment Amt field. In

the distribution screen, this amount is usually debited to a prepaid expense account. The
Prepayment Amt field automatically updates the supplier’s prepayment balance.

When you voucher the supplier invoice for the remaining amount, amessage displays, showing the
supplier’s prepayment balance. Record the original prepayment amount as a negative amount in
the Prepayment Amt field. This reduces the supplier’s prepayment balance. In the distribution
screen, credit the prepaid expense account for the prepayment amount. This reduces the balance

due on the voucher.

You can use the Supplier Prepayment Inquiry (28.15) to review prepayments.
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Check Status

Check Status

Status = blank

Manual or Automatic
Check

Check

Status = Void | €heck Void Reconclliation

Status = Cancel

Delete/Archive

M QAD

All payments are recorded in the system with a check type and check status. The following codes
are used during check voids, reconciliations, and on some reports.

The check types are:
« MN for manual checks
« AU for automatic

The check status codes are:
« Blank for open (printed or in transit, but not reconciled)
» CANCEL for reconciled checks
» VOID for voided checks

You can use the Check Status report (28.9.17) to review check status.
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Check Reconciliations

Check Reconciliations
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Use Check Cancellation Maintenance (28.9.13) to reconcile checks whenever you receive a bank
statement. This process marks the check as closed and sets the check status to CANCEL.

You can reconcile checks quickly using the Multi-Entry option. This enables you to enter arange
of check numbers, due dates (for drafts), and the total amount. You must enter a batch control total
when you are in multi-entry mode.

In the Check Selection frame, specify the check number of the first and last check appearing on
your bank statement. If you are processing cleared drafts, enter the due date range for the cleared
drafts appearing on your bank statement. To enter a due date range, the Use Draft Management
field must be Yesin Accounts Payment Control (28.24).

When the system hasretrieved all checks and drafts, it prompts you with the message, Display
checks being reconciled? If you specify No, the system automatically cancels the
selected checks and draftsif the Total of these payments equals the Batch Cirl. If you specify Yes,
the system displays the retrieved open payments and allows you to adjust the selection. Scroll
through thislist by moving the cursor or paging up and down. Selected payments are marked with
an asterisk (*) in the Selection column. To select/deselect a payment, highlight the payment and
press the Spacebar or Enter. Every time you select/desel ect a payment, the system automatically
updates the Total in the upper right corner of the screen.

Print the Check Status report (28.9.17) to review canceled checks.
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Check Voids

Check Voids
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Void checks are logged in Check Void Maintenance (28.9.15). You can void manual or automatic
checksif they have not been reconciled.

When a check is voided, an audit trail is kept. The check remains in the system with the amount
open set to zero and status VOID. Any vouchers paid by the check are reopened.
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AP Interface to General Ledger

AP Interface to General Ledger
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The Accounts Payable module generates transactions that are posted to accounts, sub-accounts,
cost centers, and projects in the General Ledger module. Because the GL is the source of your
company’s financial reporting, accuracy in accounts and amountsis vital during purchasing and
AP activities.

All GL transactions are stored in the unposted transaction file until they are posted in Transaction
Post. Before posting, you should carefully review the Unposted AP-GL Transactions report
(28.17.10), which lists all unposted GL transactions created by AP activities. You should also print
the Voucher Register (28.3.1) and Payment Register (28.9.12) reports with the Print GL Detail
field set to yes. These reports are useful for finding transactions that correspond to those printed on
GL reports.

In Accounts Payable Control, the system can be set to create AP transactionsin detail (one GL
transaction for each AP transaction) or summary (summarized by batch) mode.

The GL transactions for any given activity vary depending on the kind of purchase, whether there
are variances, and whether the activity involves multiple currencies or entities.

In the General Ledger module, reports are often printed by transaction type. Purchasing
transactions that affect inventory are type IC; all accounts payable transactions are type AP.
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GL Transaction Summary, Vouchers

-
GL Transaction Summary, Vouchers
Transaction Type DR/CR Account
Vouchers
a rpreritary cnd AF Dife PO Receipts
subcontract iterms CR Accounts Payable
DRfCR AP Rate Varionoe
DRICE AF Usage Vanance
DR/CR Imtercompary
DR/CR Purchcse Gain/Loss
a Bxpersed (Memao) lerms AF DR Bipersed lterm Recsipis
_E Accounts Payable
DR/CR Bpersed tem Rate Varance®
DR/CR Bpersed ltem Usoge
DESCR Vanance”
DR/CR Irtercompary
Purchose Gairy/Loss
An AP or expensed fem rate varance occurs it the lem's inveiced cost was different from the
FO cosl. It is colculoted oz (Invoice Unit Cost - PO Unil Cost) x Invoice Guantity.
An AP or expensed lem usage variance occurs Il Ihe tens invoiced gquantity was different from
the PO receipl quaniity. It is calculaled os (Invoice Quaniity - Recelved Guantity) x PO Unit Cosl.

Vouchers have no GL effects until they are confirmed, and recurring vouchers have no GL effects
until the vouchers released from them are confirmed.

An AP or expensed item rate variance occurs if the item’sinvoiced cost was different from the PO
cost. It is calculated as:

(Invoice Unit Cost — PO Unit Cost) x Invoice Quantity

An AP or expensed item usage variance occurs if the item’s invoiced quantity was different from
the PO receipt quantity. It is calculated as:

(Invoice Quantity — Received Quantity) x PO Unit Cost

On expensed (memo) items, the system can post variances to either expensed item rate and usage
variance accounts or to purchases expensed, depending on the setting for the Use Expensed Item
Var Acctsfield in Accounts Payable Control.

On multi-entity vouchers, entries are created for the AP intercompany account if no PO site was
manually specified in the PO header. These entries are also created on multi-entity vouchers that
do not reference a PO.

On multi-currency vouchers, purchase gains/losses are posted if currency fluctuations result in a
variance between the item’s PO cost and the supplier’sinvoice cost.
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Viewing Transaction History Across Domains

If your database has multiple domains, you can use two reports to review transaction numbersin
seguence. Since sequence humbers apply to the database as awhole, transactions within a domain

may appear to have gaps. This report lets you see transactions created in all domains and verify
that numbering is sequential.

 Use Transaction Numbering report (3.21.19) to review inventory transaction history by
number or date range.

» Use Operations Numbering report (17.13.22, 18.4.16, and 18.22.4.12) to review operation
transaction history by number or date range.
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GL Transaction Summary, Payments

GL Accounts Used On Payments

i A Use PIP Account = No in AP Control
' “ PR T Accounts Payable Cash
Eheuking Adtsusls 1) 100 100 (1)
i e
& ot 1
A (1) Payment
e {2} Not GL entry for reconciliation

Use PIP Account = Yes in AP Control

Accounts Fayvabla Fayments in Procass Cash
(i 100 100 (1)

(2} 100 100 (2)
(1) Payment

(2) Reconciliation

The GL entries created for payments vary, depending on the GL accounts specified in Bank
Maintenance.

In QAD SE, you can choose not to update your cash balance until the payment clears the bank by
posting payments to a payment in process (PIP) account, also called a cash in transit account.
When you reconcile payments against the bank statement, QAD SE automatically credits the AP
cash account. This option is specified in Accounts Payable Control.

The first example shows the GL entries created by AP payments when the PIP option is not used.
Payments are credited directly to Cash, and no GL entries are created by check reconciliations.
The PIP account defaults to the cash account in Bank Maintenance, but the system does not use it
when the Use Payment in Process Acct field is set to No in Accounts Payable Control. For
payments made by electronic funds transfers (EFTS), the PIP account is never used.

When payments are made by draft, the Drafts Payable account is used in place of the Cash
account.

The second example shows the GL entries created by payments and reconciliations when the Use
Payment in Process Acct field is set to Yes. Payments credit PIP instead of Cash and, when the
check clears the bank, PIP is debited and Cash is credited.
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GL Transaction Summary, Payments

Transaction Type | DR/CR  Account .
| 2 Payrments in

Automatic Checks AP DR Accounts Payable Process account,
(28.9.9) & AP Moriual R Coth 1 2. Mo GL effect from
Checks (28.9.10) = : : reconciliation

CR Drafts Payable involvng cosh

CR AP Tanms Discourd -:;c.:.:.urﬁ;,

DR/CR | Exchonge Gain/Loss 3 Userselectad

- acoaunt onnoreAP

Merr AP Mariual Checks AP DR User-Selected ks : 3
(28.9.10) DR Account o

CR Accounts Payakle

CR Dirafts Poyoble

CR AF Temms Discounts

Cenhy'

Chheck Reconciliations AP DR Peryrrienitsin Process
(25.7.13) CR Cesh
Che=ck Voick AP DR Cish ' Drafls Payable

DR AFTanns Discounts

CR Accourts Payalle 3

DRE/CR Bwchornae GairyLoss

The GL effects of a payment vary depending on whether an automatic or manual check is used.

When manual checks are for type N (non-AP) amounts, you usually specify a debit account other
than AP.

An additional entry is created by automatic checksin foreign currencies. Exchange gain/lossis
realized whenever the exchange rate changes between the voucher and the payment.

Check voids create entries to reverse the GL effects of the voided payment.

As noted earlier, reconciliations create a GL transaction only when the Payment in Process (PIP)
option is used.
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Multi-Entity AP

Multi-Entity AP (PO/Voucher)
GL Transaction (Type AP)
PO #99999 Entity 1000 Entity 2000
Header Site 10000 (= Entity 1000) AP
‘ 322.50
Line Item 1
Site 10000 (= Entity 1000)
Extended Price $200.00 _
Tax 15.00 |Vouche!| PO Receipts PO Eeceipts
215,00 ‘ 107.50
Line ltem 2
Site 30000 (= Entity 2000)
Extended Price 100.00
Tax 7.50
Intercompany Intercompany
Order Total $322.50 | 107.50 ‘ ‘ 107.50

Multiple GL entities can be specified on all AP transactions. The system automatically calcul ates
bal ancing entries and posts them to the Intercompany Accounts Payable debit and credit accounts
specified in Entity Code Maintenance (25.3.1.1).

In the above example, a purchase order is created at site 10000. Thefirst lineitem is shipped to site
10000 (assigned to entity 1000) but the second is shipped to site 30000 (assigned to entity 2000).

AP is posted to entity 1000 because entity 1000 originated the PO. PO Receipts for the first line
item are a so posted to entity 1000. However, PO Receipts for the second line item are posted to
entity 2000.

Since site 30000 is assigned to a different entity (2000), mirror entries post the PO Receipts
amount for the second line item to the AP Intercompany account.
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Multi-Entity AP (Payment)

Gl Transactions (Type AF)
Entity 1000 Entity 2000
AP
322.50 ‘
Cash
322.50

M QAD

Following from the previous example, payment is processed only by entity 1000, not 2000.
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In a consolidated purchasing environment, the domain where purchased items are received can

AP and Multiple Domains

Domain where items are received can differ
from the domain where the PO and voucher
originated
When you create a voucher for a PO
received in a different domain:
Quantities are updated at the receiving domain
Based on the invoice guantities on the voucher
Note: Vouchers must be created at the
domain where their associated purchase
orders originated

differ from the domain where the purchase order and associated voucher are generated.

When the purchasing and receiving domains are in the same database or when they are in different
databases that are connected and running, the system copies applicable inventory, cost, and tax
the receiving domain to the purchasing domain and considers this data when generating

datafrom
vouchers.

When you create a voucher for a purchase order that was received in a different domain, invoiced

and open

entered on the voucher. In addition, the system compares the PO receiver, which was copied to the
central domain during PO receipt, with the supplier invoice data and records any variancesin at

line quantities are updated at the receiving domain based on the invoice quantities

the receiving domain as appropriate.
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AP-GL Reconciliation

-y -
AP-GL Reconciliation
hecount Balamee Ingeiiry @
Wiy v o Agion Wenfy effeciive dore's
Te-Yo Canpaiy | endcirabolance By nury .ir e}
feesunt: 3160 ACCOUNTS FAYARLE [ gl=lwilgls report or che Ckirigy
h_n Unposted AD-GL Transactons Rept | the GL account,
L TrainZ - D@ 310 Pane2
QAD
] Propct Endered.  Ef Date _Userin Deddt Ambwurit  Credit Amaunt
120607 13R4T mig 13,010.00
MIATRAOT Arflaer are 1 il 10
BIFRENT LTFTENT wP 100000
— 180 EiD. o) G AL
i!l*!' Aconund Desoripton
(T T ORAFTE PATABLE
Peafert  Cntered [ Datn  GL Beddente Denerigtias LULIATER Dbt Amamnl Credit Asnnal
XA aSaT LF3a/GT ATl led0bill Syt b el | Dagteess =Py S PN 2]
BIFTASF FI/Te UF SFOriireenoeen &F weConet i1 ar e mry I ]
oo TeTaly ¥ 00000 1 118, OO
VD0 T PURCHASES (EXPENSED)
_ Bwicription Arser 10 Dbt Ambunt_ Crndit Ambumt
PURCMALER [FEPEALED) nly #8000
1 PURCHALES [EXPENSED] miy 2.000.00
0 00E AP Py I mily 150,00
1716000012 PFUNORALT T :II WFENSED ) .y . 800, 00
BOmafld (EFEWIED L] F-1h0.00
I Tetati 18,000, 00 +50

When GL is posted daily, you can verify the ending balance for an effective date against the GL
account balance or the AP aging report by running an AP Aging as of Effective Date report
(28.17.6) or checking the GL account balance for the effective date.

If GL isnot posted daily, you check an effective date's ending balance as follows:

1 Runan AP Aging as of Effective Date report (28.17.6) or check the GL account balance as of
the effective date.

2 Addthistotal to thetotal confirmed vouchers from the Voucher Register report (28.3.1), as of
the current date.

3 Subtract the combined total from the AP account total from the Payment Register for the
current date. (Print the Payment Register with the Print GL Detail field set to Yesto show the
AP account total.)

Thistotal should match the AP Aging as of Effective Date report (28.17.6) total.

To make reconciling the AP balance easier, it is helpful to only create AP entriesin AP. To do this,
set the AP account Sub-Module Entries Only field to Yes.

Once GL has been posted, if the period is still open, you can change the distribution on a voucher.
This step also changes the GL. You cannot change the distribution if the voucher has been paid. In
that case, you must decide whether to adjust the GL or create an adjusting voucher to correct the
GL.
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Delete or Archive AP History

Delet Archive AP Hist
Unirvaiced Recaipt Dallhrchive ¥ I
o o T ctin *
fgcaiver: PRIOOIII To: PALD0TI [
Racwipt Date! | B/&20008 - Taor | Be/I008
Sypplier:| tonanzza [ To: ooocozas [
Grder: DS2I00A To: OB2I084
rvErtery [edd ¥
Cloted AP DedstasArchh
Subcontractad ftams: ¥ = =it oL
Murrnio e o W Gle = fctin *
Dalate Date:| B/A/I008 o To:| BiGIO0E
Archive: supgher: O0os0000 [ Ta: 000%0000 [
Archiee File! Bank: 2 ._; To: 2 '-_':
Check: 75848 To: TEMA
Delete: ¥
Archiva
Archive Fils Bulpit

All historical activity is maintained on the system until you choose to delete it. Periodically, you
should delete or archive AP history to preserve database space.

Uninvoiced Receipt Delete/Archive (28.22) removes receivers that were never matched with an
invoice (probably because the PO was never referenced on the voucher). These receiversremainin
the system unless you delete them. After deleting receivers, you can adjust PO Receipts balances
using a standard GL journal entry.

Closed AP Delete/Archive (28.23) removes records with an Amount Open equal to zero—that is,
vouchers that are totally paid (closed), payments that are totally applied, reconciled checks, and
voided checks.

A good way of ensuring you do not delete items you need is to first run the function with the
Delete field set to No. This option simply prints the report. If the report is OK, rerun the
delete/archive with the Delete field set to Yes.

Always do a backup before performing a delete/archive. You can optionally dump deleted items to
an archivefile. These files should be backed up to tape and placed in a safe storage place. Then, if
you ever need to reload thisinformation (for example, for auditors), you can load it back into your
database from the tape using Archive File Reload (36.16.5).

When deciding how frequently to perform a delete/archive, consider how much datayou are likely
to have to restore. (For example, if you need to retrieve data for one month but you stored all the
previous year's history in onefile, you must reload the entirefile.)
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Exercise 13: Record Checks, Manual and Automatic

Record Manual Checks

In this exercise, you enter amanual check for a non-AP payment.

Payment - Manual Checks

1 InPayment - Manua Checks (28.9.10), enter anon-AP payment for supplier 500. When you
get to Amt to Apply, you see a message telling you that you are creating a non-AP payment.

Batch: Enter

(Batch) Control: 150.00

Bank: AA

Check: 30026

Check Control: 150.00
Supplier: 500

Remark: COD - Supplies
Voucher: Enter

Account: 5100 (Purchases Expensed
Amount to Apply: 150.00

Cash Amount: 150.00

Supplier Activity Inquiry

2 In Supplier Activity Inquiry (28.13), review the supplier balance for supplier 500.
Notice that this check had no effect on the supplier balance.

3 In Supplier Activity Inquiry (28.13), review supplier 5022000 and note the voucher number
for invoice 1001.

Payment - Manual Checks

4 InPayment - Manual Checks(28.9.10), try to enter amanual check for $225.00 to pay supplier
5022000, invoice number 1001. Use the voucher number from the previous step. If you have
trouble doing this, stop and wait for the instructor to explain why. Do not correct this now. You
will correct thisin the next exercise.

Process Automatic Checks

In thisexercise, you will select vouchers for payment, manually overriding this selection, and print
automatic checks.
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Payment Selection - Automatic

1 InPayment Selection - Automatic (28.9.9), run the payment selection with all selection criteria
blank except for Assigned Check Form set at 1.

Note Will not print to screen.

2 Review the selection report.
What is the suggested check amount for supplier 500?

Voucher Inquiry

3 Inthe Voucher Inquiry (28.2), locate Invoice 1001 ($225.00) for supplier 5022000, which was
not selected for payment. Why not?

4 Review the Voucher Inquiry, and see why.

Note the voucher numbers for invoices 1001 ($225.00) , 1507 ($50,000.00)
, and 2590 ($650.00) .

Voucher Confirmation - Manual

5 InVoucher Confirmation - Manual (28.7), change the hold amount to zero for invoice 1001.

Payment Selection—Manual

6 InPayment Selection - Manual (28.9.6), select the voucher, and pay the entire $225.00.
Afterward, select invoice 1507 (refer to the voucher number you filled in earlier), and pay only
$10,000.00 of the $50,000.00. Set the discount to zero.

Payment Selection Register

7 Print the Payment Selection Register (28.9.6).

Payment - Automatic Checks

8 In Payment - Automatic Checks (28.9.9), print checks. (You can print them on blank paper.)
Set Print Audit Trail to Yes.

Make sure the checks printed correctly. Normally, you would have to change the printer from
check formsto paper before you print the audit trail or send the audit trail to another printer.

Will not print to screen.

9 Examine the hash totals on the Payment Selection Register and the audit trail for Payment -
Automatic Checks. They should match. Thisis a security feature that verifies that only
approved payments were paid. What is your hash total ?

Voucher Inquiry

10 Review the Voucher Inquiry (28.2) for invoice 1001. The amount open should now be zero.
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Supplier Activity Inquiry

11 Look at the Supplier Activity Inquiry (28.13) for supplier 5022000.
Notice how the check istied to the vouchersit paid.

Prepayments (Optional)

In this exercise, you will go through the entire process of recording supplier prepayments.

Purchase Order Maintenance

1 In Purchase Order Maintenance (5.7), enter a purchase order (press Enter for the next PO
number). Use supplier 500. Accept the defaults for the rest of the header screen, and press
Enter until you reach the line item entry screen.

Line: 1

Site: Train
Reqg. blank
Item Number: 12-4020
Quantity: 1,000
Cost: 3.30
Update Avg/L ast: No

After entering the line item, press Next twice. The trailer screen displays the total $3,300.00.
2 Enter aprepayment of $500.00 in the Amount Prepaid field.

Purchase Order Print

3 Print the purchase order.

Voucher Maintenance

4 InVoucher Maintenance (28.1), enter a voucher to request the prepayment.

Batch: Enter

Control: 500.00

Voucher Press Enter

Order: Enter the PO number, for reference only. Click Back.
Control: 500.00

Supplier: 500

Effective Date: today

Terms: 0

Remark: Prepayment

Prepayment Amount: 500.00

Click Next until you reach the distribution screen. (You will need to go through the receiver
matching framefirst.)
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Account: 1700

Tax: N

Description: Prepaid Expenses
Amount: 500.00

Supplier Prepayment Inquiry

5 In Supplier Prepayment Inquiry (28.15), review the prepayment for supplier 500.

Payment - Manual Checks

6 InPayment - Manual Checks (28.9.10), write amanual check for this prepayment and enclose
it with the purchase order to send to the supplier.

Batch: Enter
Control: 500.00
Bank: AA
Check: 987
Check Control: 500
Supplier: 500
Date: today
Effective Date: today

Click Next until you reach the Voucher field. In the Voucher field, do alookup browse to find
your voucher for $500.00.

Amount to Apply: 500.00
Cash Amount: 500.00

Supplier Activity Inquiry

7 In Supplier Activity Inquiry (28.13), review your supplier account.
Notice the check is attached to the prepayment voucher.

Purchase Order Receipts

A week later, you receive the goods.

8 In Purchase Order Receipts (5.13.1), enter areceipt to record this transaction.

Purchase Order: Enter the PO
Effective Date: 1 week from today
Receive All: Yes

Notice the receipt quantity is automatically updated for thisitem.

Voucher Maintenance

Another week goes by, and you receive the invoice from the supplier.
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9 InVoucher Maintenance (28.1), enter the invoice, and then you will match the prepayment to
thisinvoice.

Batch: Enter

Control: 2,800.00

Voucher: Enter

Order: Lookup Browse to find your PO, Back
Control: 2,800.00

Supplier: 500

Effective Date: 2 weeks from today
Invoice Number: 2567

Date: 2 weeks from today
Terms: 0

Prepayment: -500.00

Auto Select: No

Notice how the system displays a message that the supplier has a prepaid balance. Click Next
to get to the Receiver Matching screen. In the Recelver field, do alookup browse to display
the receiver lines for the purchase order.

10 Retrieve your receiver and enter the following:

Invoice Quantity: 1,000
Invoice Cost: 3.30

When you are back at the Receiver field, click Back to exit.

11 At the distribution screen, add an additional line to account 1700 (Prepaid Expenses) for
—500.00.

Thiswill reduce the amount owed to this supplier, because the supplier already received a
check for $500.00 when you sent the purchase order.

Supplier Prepayment Inquiry

12 In Supplier Prepayment Inquiry (28.15), review the prepayment for supplier 500.
13 Try setting the Prepay Only field to Yes, then to No.

Check Void and Reconciliation

In this exercise, you see what happens when a check is flagged as void or cancel ed.

Supplier Activity Inquiry

1 Review the Supplier Activity Inquiry (28.13) for supplier 5022000. Write down the check
number and amount for invoice 1001 ($225.00).

Check # Amount $
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Check Void Maintenance

2 In Check Void Maintenance (28.9.15), void the check. The bank is AA. Set the batch control
equal to the amount from the previous step. (Notice you can enter an effective date for the
void.)

Supplier Activity Browse/lnquiry

3 Look at the Supplier Activity Inquiry (28.13) for supplier 5022000 again.
Notice the difference.

Voucher Inquiry

4 Look at the Voucher Inquiry (28.2) for invoice 1001 ($225.00) again. What is the amount
open? (It should have been reset.)

Payment Register

5 Print the Payment Register (28.9.12) to get alisting of the checks you printed.

Check Cancellation Maintenance

6 In Check Cancellation Maintenance (28.913), reconcile several of these checks. Try entering a
different amount than was on the check. What happens?

Closed AP Delete/Archive

7 Run Closed AP Delete/Archive (28.23).

8 Do not delete the history, just print the report.
The report should always be printed and verified before you set Delete to Yes.
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Overview

QAD Standard Edition Financial Management

system Introduction ' Accounts Payable Vouchers
Basic Data Setup | 2. Accounts Payable
Multinational Setup Payments
(Optional) 14. 1099-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management
Invoicin IDptond)

N - 2 . Multinational AP [Optional)
Cebit/Credit Memaos 5

] General Ledger Setup

Accounts Receivable
EN——Y General Ledger

Y Transactions
Drcn”r_ Management General Ledger Reports
(Optional)

R ) Multiple Entities (Optional)
Multinafional AR (Optional) Multinational GL (Optionail)

|0, Purchasing/AP Data Setup Currency Dependent

Furchasing Founding

In the United States, the Internal Revenue Service (IRS) requires companies to submit an annual
1099 form on most amounts paid to suppliers. In QAD SE, you can print the form directly, run a
report, or generate an ASCI| file. The 1099-MISC isthe only version of the 1099 that QAD SE
handles.
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Prerequisites for the 1099-MISC Report

281
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You can prepare the 1099-M1SC form using AP functions. You can print the form directly,

generate an ASCI| fileto send to the IRS, or print areport. However, before you can run the 1099-
MISC report, ensure that supplier records are set up correctly in Supplier Maintenance (2.3.1).

- Supplier must have a Type value (type code) if you plan on running by supplier type.

- Verify that thefirst line of the supplier address contains the necessary mailing information.
The 1099-MISC form has only one address line.

- Thetax ID must be in one of two formats: socia security number or federal tax ID.
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Company Prerequisites

Company Prerequisites
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To create a1099-M1SC report for a supplier, the system checks the company address record

attached to the entity.

The entity must have the following fields popul ated:
» Address
Only thefirst line prints on the 1099-MISC report.
City, State, Post
Tax Report field is set to Yes
Address Tax Data
Tax | D-Federal

The system checks that only one address record is selected as the “tax reporting” address for each
Tax ID - Federal. This means you cannot use the same Tax ID - Federal number for another
company address, where the Tax Report field is set to Yes.
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Selecting Vouchers for Reporting

1099-MISC Reporting (Example)

Vouchers

Rent ouc e [} 1099-MISC
$1,000 RENT 1 »| RENT = $1,000
NEC 7 NEC = 58,000

Royalfies
$1,000 but
NEC 109%-MISC
$8,000 Voucher Type Box -

RENT 1 RENT = 51,000
blank 7 NEC = 59,0[’0

The Voucher Type and Box fields in Voucher Maintenance (28.1) are used to select specific
payments to include on the 1099-MISC. Box isthe IRS category of supplier payment: (1) rent, (2)
royalties, or (7) non-employee compensation (NEC).
When specifying payments to include, be aware of the following:

 Voucher Typeisoptional, but Box is mandatory.

« If abox number is specified, but the voucher typeisleft blank, any payment not included in

another specified type isreported in that box. Thisincludes manua and non-AP payments.

Example

Supplier payments for the year are $11,000 for rent, $10,000 for royalties, and $8,000 for NEC. On
the option screen, you specify voucher type RENT in box 1, and voucher type NEC in box 7. The
1099-M1SC would show only the $11,000 for rent and the $8,000 for NEC. It would not show the
$10,000 for royalties.

However, if you specify RENT in box 1 and type <blank> in box 7. The 1099-M1SC would show
$11,000 for rent and $18,000 for NEC. The $10,000 for royalties would appear in box 7 because
the blank voucher type would draw in al supplier payments with a voucher type other than RENT.

Note If your company is multinational, be aware that the 1099-M1SC functions do not pick up
supplier paymentsif:
 Your company is outside the US, but makes paymentsto US suppliers.
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 Your company isin the US, but makes payments to non-US suppliers (for example,
anybody who does not have a US federal tax ID or social security number).
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1099-MISC Magnetic Media Report

1099-MISC Magnetic Media Report

TIFF-MIEC Magnotic Madks He

o GaTa - Pt =
Payment Tears 2007 Create Tast File
Tranairatter Data
addrass
ity Stakn Pk

Contact E-Mail Address:

Transmeter s Medea Numbar:

The IRS sends you information on their procedures for magnetic mediatransmissions. Review this
materia prior to using 1099-Magnetic Mediareport (28.20.3). The IRS a'so gives you the control
code.

We strongly recommend that you set the Create Test File field to Yes and allow the IRSto verify
that your system is properly set up to process 1099-MISC forms.

QAD SE automatically sends the output to a magnetic mediafile (IRSTAX) in your working
directory. As soon as the fileis created, the cursor returns to the upper left corner of the screen. If
you have more than one selection of supplier payments to include in the file, you can change the
criteriato include the additional suppliers and rerun the procedure by pressing Enter.

Note Do not press Enter a second time just because it looks like nothing has happened. If you do,
supplier payments are overstated because you end up with duplicate records in IRSTAX. Should
you inadvertently do this, exit to the menu, return, and rerun it from the beginning to overwrite the
old data.
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Exercise 14: 1099 - MISC Reporting

Your company pays rent to supplier 5008000. In this exercise, you will set up this supplier for
1099 reporting and enter some 1099 vouchers. Then, you will print the 1099-MISC form. If time
permits, you can generate a magnetic media report.

Supplier Maintenance

1 In Supplier Maintenance (2.3.1), look up supplier 5008000. What settings support 1099-M1SC
reporting? Adjust these settings or add information as necessary.

2  Enter atax ID and set Tax Report to Yes.

Supplier Typeisoptional but must be entered whenever 1099 reporting is done by supplier
type. If supplier 5008000 was an individual, you would also have to enter the social security
number and a sort name in the format last name, first name.

Company Address Maintenance
3 In Company Address Maintenance (2.12), look up Company 10000000.
4 Ensurethat the entity is Entity T100, that the Tax Report field is Yes.

5 Check that Name, Addressl, City, State, Post and Telephone fields are set up.
6 Inthe Tax ID-Federal field, enter 95-7891234

Voucher Maintenance

7 InVoucher Maintenance (28.1), enter two vouchersfor supplier 5008000. On the first voucher,
set Typeto RENT. On the second, set Type to NEC. (Be sure to enter amounts.) Voucher Type
isoptional, but BOX is mandatory.

Payment Selection — Automatic

8 InPayment Selection - Automatic (28.9.4), select the vouchers for payment (use check form
1).

Payment — Automatic Checks

9 In Payment - Automatic Checks (28.9.9), pay the vouchers. (Send al outputs to afile rather
than to the printer.)

1099-MISC Form Print

10 Print a1099-MISC Form (28.20.2) for supplier 5008000. Use the Down arrow to find your
company address or enter it directly.

11 Enter a Taxpayer ID and the current year. Set Voucher Type and Box asfollows:
Voucher Type= RENT, Box =1
Voucher Type=NEC, Box =7
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1099-MISC Magnetic Media Report

12 Generate a1099-MI1SC Magnetic Mediareport (28.20.3).
Resist the temptation to press Enter twice from the Voucher Type frame. (Thiswill just put
duplicate records into the file)

13 Click Back to exit.

ASCII Files

14 Now go to your working directory and look for the ASCII file you just created.
15 Locate thefile IRSTAX and view it. (The commands for UNIX and DOS operating systems
are listed below. For other systems, ask your instructor for assistance.)
UNIX: pg IRSTAX
DOS: type IRSTAX
To return to QAD Enterprise Applications, type exit.

Note If you get an error on the mag mediareport, have your instructor delete the IRSTAX file
in your working directory, then rerun the report.
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Overview

QAD Standard Edition Financial Management

system Introduction Accounts Payable Vouchers
Basic Data Setup Accounts Payable
Multinational Setup Payments
(Optional) 1099-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management

. (Optional)
Invoicing

Multinational AP (Optional)
General Ledger Setup

General Ledger
Transactions

Cebit/Credit Memaos
Accounts Receivable
Payments

Draftt Management

(Opfi I General Ledger Reports
RFrondal)

MUl LAR (Obt ] Multiple Entities (Optional)
L Multinational GL (Optional)
Purchasing/AP Data Setup Currency Dependent
Furchasing Rounding

In many countries, companies often pay their invoices using drafts rather than checks. A draftisa
form of payment like acheck, but it specifies a due date when the draft is collectible. Since checks
and drafts are very similar, AP drafts were implemented in QAD SE as regular checks with adue
date (and a specia check form). This feature enables you to process both checks and drafts using
the same set of menu options by specifying a different check form to control whether each
payment is adraft or check.

Using AP drafts, you can also customize the printed draft formats, reconcile drafts as you would
regular checks, void unreconciled drafts, and track the status of drafts by effective date. The
system automatically creates GL journal entries.

After you create avoucher that requires payment by draft, you can select vouchers for payment by
draft with the same series of functions used for processing checks. You also process drafts using
either Payment - Automatic Checks or Payment - Manual Checks. To print drafts instead of
checks, you select check form 5, 6, or 7. These check forms are interchangeabl e for use with
drafts.

For AP reporting, adraft is treated like aregular check; draft amounts appear on all inquiries and
reports, including agings. Drafts remain open until reconciled or voided.
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AP Draft Management Flow

Record Moriual
Enter Voucher Check
|
I ' TR
Automaotic Fayment Moruol Check I,__Irﬁ‘_1_ '_E\rl
selection Salection : “Fﬂr':lel:_;;f
IFsedaction ! IFselection 4
cherces Prirst Penvimienit chormges
Selection Register
Primt Autormatic apecify
Chacks Die Daate
| Select Drafts
1 by Due Dale
Fririt Fayrmend
- Fagister -
Woid = Reconcie
Checks : Checks
T eletelArchive I
Closed AP

To implement and process AP drafts, follow the steps outlined in this section. The steps are listed
in the suggested setup and processing order, but need not be completed sequentially.
1 Enable draft management.
To display the draft-related fields while you are processing AP payments, set the Use Draft
Management field to Yesin AP Control.
2 Create abank record and draft sequence.

To maintain draft numbersin a separate sequence from check numbers, set up a bank record
for each account from which you generate draft payments. If you use a single bank record for
both checks and drafts, the check and draft numbers are mingled in the same sequence.

For posting purposes, specify a Drafts Payable account for each bank in Bank Maintenance. In
place of a Cash or Paymentsin Process account, the system uses the Drafts Payable account to
create GL journal entries.

3 UseaDraft Check Form in Voucher Maintenance (28.1).

To print a payment using the draft format, specify check form 5, 6, or 7 on the voucher. For
each supplier, you can enter a default check form and bank code. The bank code on the
voucher also determines the bank at which the draft is payable.

4 Generate Draft Payments.
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To select and print draft payments, use the standard payment selection functions and Payment
- Automatic Checks (28.9.9) or Payment - Manual Checks (28.9.10). Before you can generate
payments for adraft check form, you must enter a due date that prints on each draft and
override any due date specified on the voucher. For manual checks, set the Draft field to Yesor
No to specify adraft or check form of payment.

5 Reconcile Paid Drafts.

To reconcile draft payments against your bank statement, use Check Cancellation
Maintenance (28.9.13) and enter either arange of due dates or a range of check (draft)
numbers. With this feature, note that the field label Check includes both checks and drafts.
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AP Draft Management Flow (Continued)

6 Review Drafts.

To check on the status of open, reconciled, or voided drafts, use the Draft Status report. You
can track drafts by effective date and review the balance in the Drafts Payable Account at
period end. You can also enter an As Of Date value to review the status of a draft on any
specified date. The Payment Browse (28.9.11) and Payment Register (28.9.12) also provide

information on both check and draft payments.
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Sample Draft
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In this exercise, you will implement and process AP drafts. You will also review the draft status

and the GL entries created.

Before you can process a draft, you must set up some data. For the purposes of this exercise, you
will also create a new supplier.

Accounts Payable Control

1 Change the Accounts Payable Control setting for draft management as follows:
Use Draft Management:

Yes

This setting activates draft-related fields and makes Due Date arequired field when you create

draft payments.

Bank Maintenance

2 In Bank Maintenance (26.13), set up a separate bank code for draft payments. Be sure to
specify the following information:

Bank Code: DR

Description: Draft Payments Bank Code
Country Code: NLD

Next Check: 3000

Bank Account 1: 0123456789

Drafts Payable Account: 2300

The description and bank account prints on drafts for this bank code.

Supplier Maintenance

3 InSupplier Maintenance (2.3.1), create arecord for the following supplier. Be sure to enter the
correct bank and check form.

Supplier: 5002000

Name: General Supply Corporation
Bank: DR

Country: NLD

Check Form: 5 (Draft)

Voucher Maintenance

4 InVoucher Maintenance (28.1), enter one or more vouchers for this supplier using Voucher

Maintenance.

Notice that the bank code and check form default from the supplier record.
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Payment Selection - Automatic or Payment Selection - Manual

5 In Payment Selection - Automatic (28.9.4) or Payment Selection - Manual (28.9.5), select the
voucher(s) for payment using Payment Selection - Automatic or Payment Selection - Manual.
Continue to use supplier 5002000, bank DR and check form 5.

Payment - Automatic Checks

6 Generate payment(s) using Payment - Automatic Checks. Set the bank code to DR and the
check form to 5. Also enter a draft due date or accept the default.

Note Will not print to screen.

Check Cancellation Maintenance

7 In Check Cancellation Maintenance (28.9.13), reconcile the draft payments. Set Multi-Entry
to No.

Unposted Transaction Inquiry

8 Review the GL entries using the Unposted Transaction Inquiry (25.13.13).

Once the drafts are posted, you can review balances in the Drafts Payabl e account using the
Transaction by Account Inquiry (25.13.18).
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Overview

QAD Standard Edition Financial Management

system Introduction - Accounts Payable Vouchers
Basic Data Setup | 2. Accounts Payable
Multinational Setup Payments
(Optional) Lo 1099-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management
Invoicin (Opional)

' .

N - 2 . Multinational AP { Optional)
Cebit/Credit Memaos ]

] General Ledger Setup
Accounts Feceivable =
Pavmoants General Ledger
Y Transactions

Drc:!”r.quqgemenT General Ledger Reports
(Optional)

R . Multiple Entities (Optional)
Multinational AR (Optional) Multinational GL (Optional)

Purchasing/AP Data Setup Currency Dependent

Furchasing Founding

If you have the Multiple Currency module, you can process purchase orders, vouchers, and
payments in any currency set up in Exchange Rate Maintenance (26.4).

Currencies are defined at the system level in your application database. You must have at least one
currency defined and specified as the base currency for each domain in Domain/Account Control
(36.1). Other setup isrequired if you use foreign currencies or if you have multiple domains with
multiple base currencies.
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Multiple Currencies

Multiple Currencies
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Currency codes identify specific monetary units. Use Currency Maintenance (26.1) to set up
currency codes, select rounding methods, and activate your base currency and any other currencies
your company uses. For non-base currencies, you can also specify unrealized and realized
exchange gain and loss accounts.

Once defined, a currency code cannot be deleted or deactivated if:
« Itis specified as the base currency in Domain/Account Control (36.1).

- Itisreferenced in acurrent or future exchange rate relationship in Exchange Rate Maintenance
(26.4).

Many companies use international banking standard codes such as USD for US dollars and FRF
for French francs. If you need to separate buy rates from sell rates, you must define multiple
currency codes and use the appropriate one on accounts payable and accounts receivable
transactions.

Unrealized gains occur before the settlement of an open asset or liability item when apotential for
further exchange rate fluctuation exists. Unrealized exchange gains affect only non-base currency
accounts, primarily AR, AP, and cash.

Unrealized losses occur before the settlement of an open asset or liability item when a potential for
further exchange rate fluctuation exists. Unrealized exchange | osses affect only non-base currency
accounts, primarily AR, AP, and cash.
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Realized gains primarily affect cash transactionsin AP and AR.

« In AP, arealized gain occursif the base currency value of the supplier invoice decreases
between the voucher date and payment effective date.

« In AR, arealized gain occursif the base currency value of the customer invoice increases
between the invoice date and the payment date.
Enter the GL account code and cost center that records realized exchange losses for this currency.
Realized losses primarily affect cash transactionsin AP and AR.

 In AP, arealized loss occursif the base currency value of the supplier invoice increases
between the voucher date and payment effective date.

* In AR, aredlized loss occurs if the base currency value of the customer invoice decreases
between the invoice date and the payment date.

Only active currencies can be specified when defining the base currency in Domain/Account
Control, setting up exchange rates in Exchange Rate Maintenance.
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Purchase Orders, Receipts, and Vouchers
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On purchase orders and vouchers, the currency defaults from the supplier remit-to addressin
Supplier Maintenance (2.3.1). You can use this currency or change it to any other currency that is

set up in the system.

On purchase orders, the exchange rate defaults from the rate for the order date. On purchase
orders, you can specify afixed rate that follows the transaction through vouchering and payment.

On receipts and vouchers, the rate comes from the rate for the transaction effective date. However,

on all of these transactions, a pop-up window appears, where you can enter a spot rate.

On purchase orders, line item prices are converted to the transaction currency, but thelist price and
GL cost are also displayed in base currency for reference.
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Both automatic and manual payments are associated with a bank, whichisin turn assigned to a
specific currency. In both functions, Payment - Automatic Checks (28.9.9) and Payment - Manual
Checks (28.9.10), a pop-up window displays the exchange rate for the transaction effective date.

Note If you specified afixed rate on the purchase order, you can still enter a new rate here;
however, this rate only affects the calculation of exchange gain/loss, not the default amount to pay.

In Payment Selection - Manual (28.9.5) foreign currency payments are identified by an asterisk
*).
Unless you are using a fixed exchange rate, the exchange rate usually fluctuates between the time

a PO iscreated and the time the payment is processed. QAD SE accounts for exchange
gains/losses by calculating variances during voucher entry and when payments are processed.

When the currency used to pay avoucher is not the same as the currency assigned to the bank, the
check type must be 3 or 4 (that is, electronic fund transfers).

A voucher can be paid with a check using a currency that does not match the voucher. However,
the currency used to pay the voucher must be the same as the currency assigned to the bank.
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Purchase Gain/Loss on Vouchers

Purchase Gain/Loss on Vouchers
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Purchase gain/lossis the difference between the purchase cost at the PO receipt exchange rate and
the purchase cost at the voucher exchange rate. It is calculated when the invoice is vouchered.

Example

Your company’s base currency is USD. You process a PO receipt for 100 MXP at an exchangerate
of 5MXPto 1 USD. At that exchange rate, 100 MXP isworth 20 USD.

However, on the day you voucher the supplier invoice, the exchangerateis6 MXPto 1 USD. You
still pay the supplier 100 MXP, but at today’s exchange rate, 100 MXP isworth 16.67 USD (1/6 x
100). So, there is a purchase gain of 3.33 USD.

The converseis aso true. If the exchange rate on the voucher date was 4 MXPto 1 USD, 100
MXP would be worth 25 USD, resulting in aloss of 5 USD.

Note Purchasegain/lossisdifferent from purchase price variance (the difference between PO unit
cost and item GL/standard cost) because the invoice amount may beidentical to that which was
negotiated.
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Exchange Gain/Loss on Payments

Exchange Gain/Loss on Payments

A realized exchange gain or loss occurs when you pay more or less cash to the supplier than you
expected relative to your system base currency, since you were invoiced at one exchange rate and
you made payment at another.

Example

# MXP to
1 USD TooEer Realized | o ‘

e 18.18=14&467 = 1.5]

&MXP = 1 USD '

D0 MEF = | &.67 LUSD
&

N 55

I . ¥

] i ]

d il AP Payment:

_ 7 5.5MXP =1 USD
PO Receipt: / 100 MXP = 18.18 USD
SMER =1 UsD ' :

100 MXP =20 USD ) ™~ 4
— / N/

When you pay the voucher, the exchange rateis 1 USD to 5.5 MXP. You pay the supplier 100

MXP, but in USD, 100 MXP is now worth 18.18 (1/5.5 x 100) instead of 16.67. Relative to the

voucher date, there is an exchange loss of 1.51 USD.
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GL Transaction Summary, Multiple Currencies

- - ]
GL Transaction Summary, Multiple Currencies
PO ——— PO Receipt ——— Voucher —————— Payment
Purchose Purchose Exchonge
Frice Vananos G fLoss GeainfLoss
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' Orcler curency to system base curancy.

To explain the GL transactions generated for AP foreign currency transactions, this example usesa
purchase order in aforeign currency. You receive the items, and voucher and pay the supplier
invoice. To simplify matters, assume the PO isfor non-taxable inventory items. In the above slide,
thefirst pair of order/base currency columns shows the item costs and the second pair shows the
GL transaction amounts.
The purchase order has no GL effects until receipt.

Remove 100 USD from inventory

PO Receipts 100 USD (same as from inventory)

Currency is different from PO Date

200 MXP =80 USD, instead of 100 USD (20 USD difference)

Reduce PO receipts by 20 USD, leaving 80 USD due. Debit PO receipt 20 USD and credit PPV 20
USD.
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Vouchering

At vouchering, GL entries are created in the order currency to update PO Receipts and Accounts
Payable. The PO receipts account must be cleared of 80 USD. The exchange rateis 3. It takes 240
MXP (3*80). Accounts Payable is owed 200 MXP.

Convert 240 MXP to USD: (240/3) = 80.00 USD
200 MXPto USD: (200/3) = 66.67 USD
Difference = 13.33 USD

Debit PO Receipts 240 MXP

Credit Accounts Payable 200 MXP

Credit G/L 13.33 USD

Payment

When the voucher is paid, the GL entries for Cash and Accounts Payable are posted in the order
currency.

Accept 200 MXP to clear payables. Cash 200 MXP. Difference between voucher and payment:
66.67 USD (voucher)
57.14 USD (payment)
9.53 Exchange gain
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Exercise 16: Accounts Payable Multicurrency

Your company has just started purchasing an item from aforeign supplier. Before you can process
purchase orders for this supplier, you must set up afew recordsin the database: the currency code
and exchange rates, a bank account (and corresponding GL account) for the currency, and, finally,
asupplier record.

After you have completed the setup, you will process a PO and receipt. On the AP side, you will
voucher and pay the supplier invoice. Along the way, notice when the variances are cal culated and
the GL accounts to which they are posted.

Currency Maintenance

1 In Currency Maintenance (26.1), enter currency code, NZD.

Exchange Rate Maintenance

2 In Exchange Rate Maintenance (26.4), enter the following exchange rates for NZD.

Beg/End Date Exchange Rate
Today: 16

Tomorrow: 17

Day after tomorrow: 1.75

Two days after tomorrow: | 1.65

Account Code Maintenance

3 In Account Code Maintenance (25.3.13), set up a new account code (or modify the existing
account code).

Account: 1047

Description: Cash - New Zealand Dollar
Type: A

Currency: NzD

Format Position: 11120 Cash-Foreign
Active Yes

Bank Maintenance

4 In Bank Maintenance (26.13), enter a new bank account for the foreign currency, using Bank
Code NZ.

5 Set the Cash account and Payment in Process account to 1047. The Bank currency must be
NZD. GL transactions are created for it whenever the exchange rate fluctuates between the
voucher and payment dates.

Supplier Maintenance

6 In Supplier Maintenance (2.3.1), set up arecord for the foreign supplier. Which two fields
must you fill in for multi-currency processing? How is this data used?
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Purchase Order Maintenance

Now that you have completed the setup, you can process transactions.

7 In Purchase Order Maintenance (5.7), enter a purchase order for the supplier. Write down the
order number here:

8 Leavethe Order Date set to today. Enter the following line item data.

Field Data

Site: Train

Item Number: 02-0005

Quantity: 100

Unit Cost: 1.60 (in the foreign currency)

(Ignore the warning message about requisition approvals.)

Purchase Order Receipts
9 In Purchase Order Receipts (5.13.1), set the Effective Date on the receipt to tomorrow’s date.

10 Receiveal 100 units of the PO.
The pop-up window should now show an exchange rate of 1.7.

Voucher Maintenance

11 In Voucher Maintenance (28.1), enter a voucher for the supplier invoice and receiver, which
shows a unit cost of 1.60.

12 Set the effective date to the day after tomorrow.
The pop-up window should now show 1.75. Note that the invoice cost is still 1.60 NZD. Only

the exchange rate has changed.

Supplier Activity Inquiry

13 In Supplier Activity Inquiry (28.13), review the supplier balance, first in the foreign currency,
then in base.

Payment—Manual Checks

14 In Payment—Manual Checks (28.9.10), record amanual check to pay this voucher. Reference
the foreign bank you created earlier.

15 Set the date and check effective date to three days from now.
The pop-up window should show an exchange rate of 1.65.

Unposted Transaction Register

16 Print the GL Unposted Transaction Register (25.13.14) for all transaction types.
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17 Review the transactions created in this exercise. Where did the accounts come from? Work
through the calculations and verify the amounts. Did you have a gain or loss on the payment?

The following table shows the amounts, accounts, and calculations.

Purchase Order (160.00 NZD)
Exch Rate USD Amt GL Account Amount Currency
16 100.00 No GL entries for POs
PO Receipt (170.00)
Exch Rate USD Amt GL Account Amount Currency
17 100.00 1500 Inventory 96.00 uUsD
2200 (PO Receipts) -96.00 usb
5000 (PPV) -1.88 usb
2200 (PO Receipts) 1.88 usb

The USD value for the PO receipt is the PO extended cost divided by the exchange rate on the
receipt date, or 160.00/1.7 = 94.12.

The Inventory and PO Receipts entries booked the GL extended cost of the receipt of item 02-
0005, or 100 x .96 = 96.00.

A negative PPV (purchase price variance) resulted because the total USD PO receipt cost was
less than the item GL extended cost. PPV was calculated as:

94.12 -96.00 = -1.88

Voucher (160.00)
Exch Rate USD Amt GL Account Amount Currency
17 91.43 2100 (Accounts Payable) -160.00 foreign
2200 (PO Receipts) 164.71 foreign
1035 (Purchase Gain) -4.71 foreign

The USD value for the voucher is the voucher amount divided by the exchange rate on the
voucher date, or 160.00/1.75 = 91.43

The PO Receipts amount isthe USD value for the PO receipt multiplied by the exchange rate
on the voucher date, or 94.12 x 1.75 = 164.71.

The purchase gain is the voucher cost minus the PO receipt cost, or 160.00 — 164.71 = —4.71.
The gain is credited to the Purchase Gain/L oss account (1035) specified for the currency in
Exchange Rate Maintenance (26.4).

Payment (160.00)
Exch Rate USD Amt GL Account Amount Currency
1.65 96.97 1047 (Cash - Foreign) -160.00 foreign
1038 (Exchange L oss) 5.54 uUsb
2100 (Accounts Payable) 160.00 foreign

The USD amount of the payment is the foreign payment amount divided by the exchange rate
on the payment date, or 160.00/1.65 = 96.97.
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An exchange loss resulted because the USD amount of the payment exceeded the USD
amount of the voucher. It was calculated as the USD payment amount minus the USD voucher
amount, or 96.97 —91.43 = 5.54. The loss was debited to the Exchange Gain/L oss account for
the payment bank, specified in Bank Maintenance (26.13).
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Overview

QAD Standard Edition Financial Management

system Introduction Accounts Payable Youchers
Basic Data Setup Accounts Payable
Multinational Setup Payments
(Cptional) 1092-MISC Reporting
Accounts Receivable (Optional)
Data Setup AP Draft Management

e [Opticnal)
Invoicing

Multinational AP (Optional)
General lLedger Setup

General Ledger
Transactions

Cebit/Credit Memaos
Accounts Receivable
Payments

Draftt Management
(Optional)
Multinational AR (Optional)

General Ledger Reports
Multiple Entities (Optional)

Multinational GL (O ptional)
Purchasing/AP Data Setup Currency Dependent

Furchasing Rounding

This section describes how the General Ledger module collects and organizes amounts for
corporate financial reporting.

Generally accepted accounting practice requires that an organization’s financial information be
periodically compiled in two financial statements: a balance sheet and an income statement. The
balance sheet provides a summary of an organization’s assets, liabilities, and equity at agiven
point in time. The income statement shows profit or loss for agiven time period. In order to satisfy
these reporting requirements, a general ledger (GL) is used

In QAD SE, the General Ledger moduleis the end of the line for financial transactions that
originate from sales, AR, purchasing, AP, inventory, and manufacturing. Within the General
Ledger, you also record transactions, such as corrections and period-end adjustments.

The general ledger is used to generate reports, such as balance sheets, income statements, and
budgets. The financial statements always print amounts in the domain base currency.

Each domain has its own base currency, chart of accounts, and control settings, and consequently,
its own set of financial statements.

Information on financial impacts is conveyed via transactions. A transaction is a set of debits and
creditsthat indicates what kind of activity took place and when, the monetary value of the activity,
and how the activity affected inventory, shipments, cash, or other aspects of the company’s
operations.

MQAD



GL Setup 313

GL Processing Flow

General Processing Flow [ ... .cicntrocenig
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At period-end, you review and post the transactions generated by all the other QAD SE modules
first. Posting transfers the transaction information to the GL files used to generate reports.

As posting is completed, you can close the GL period to specific transaction types while you
continue the posting process for others. For example, if you have posted all of your Accounts
Receivable activity, you might close the period to SO (sales order) and AR transaction types while
posting open transactions in AP and PO. You can then review period activity and close the fiscal
period in GL. Closing the period to GL closes the period to all transaction types.

If transactions did not post correctly, you need to record adjusting transactions. At thistime, you
also record depreciation, reversing transactions for accruals, and similar period-end adjustments.

Afterward, the processing varies. In companies that use multiple currencies, you execute several
functions that create transactions to account for gains and losses on currency exchange. In
companies with multiple databases, you transfer transactions to a consolidation database for
corporate-level reporting. We cover these functions in more detail later on.

Once al transactions are printed and posted, print your financial statements for the period—the
income statement, balance sheet, and other reports. After reviewing and correcting these, you close
the fiscal period to the General Ledger module to prevent additional activity.
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Key Elements of a Transaction

Transactions (GL Reference)
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GL transactions are created by all financial activities. Use the Unposted Transaction Register to
review transactions prior to posting.

Every transaction isidentified by a GL reference code consisting of the GL transaction type, the
date that the transaction should update the GL, and the transaction number.

- Transaction Type

The transaction type indicates the module or activity (for example, work order, AP payment,
PO receipt) that originated the transaction. The typeisauseful criterion for selecting
transactions to appear on GL reports, and also lets you post transactions in groups (for
example, type IC for all inventory transactions).

- Effective Date

The date the transaction should update the GL. This date only pertains to transactions
generated from the sub-modules (in the GL, the reference number can be manually entered by
the user). The effective date may differ from the transaction creation date, especialy if the
department that created the transaction was slow on its period-end processing and had to back-
date transactions. The transaction record always contains the effective and actual entry dates.
You can select transactions on the Unposted Transaction Report using either date.

» Transaction Number

You can set up your database to restart numbering every day with transaction 000001 or to
number transactions continuously. This option is specified using the Daily/Continuous
Reference Sequence setting in General Ledger Control.
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Distribution Lines

Transactions (Distribution Lines)
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In addition to the information used to identify atransaction, the transaction record consists of one
or more distribution lines—debit and credit amounts that you post to GL accounts at period-end.

In QAD SE, all GL distribution lines are created for a specific entity and account combination. The
entity indicates which business the transaction affected, and the account indicates which assets,
liabilities, and equities were changed.

In QAD SE, you can aso assign transactions to specific sub-accounts, cost centers, or projects.
Companies typically use sub-accounts when they need financial reporting by division. Cost
centers can be used for departmental reporting and project codes can be used to track revenues and
expenses generated by individual activities, such as advertising campaigns.

On inquiries and reports, the system often separates accounts, sub-accounts, and cost centers by
dashes. For example, account 2100, sub-account 10, and cost center 1000 appears as
2100-10-1000. If there was no sub-account, you would see only 2100-1000.
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General Ledger Setup

General Ledger Setup

GL Conftrol
Entities

Format Positions
Accounts
Sub-Accounts
Cost Centers

Before you can begin to use the GL functions to maintain your account balances and produce
financial statements, you must set up some base GL data.
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General Ledger Control
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Before you can maintain account balances and produce financial statements, you must configure
General Ledger Control (25.24). The GL Control function lets you:

» Specify accounts for recording profit and loss, and retained earnings.

« Activate sub-account and cost center analysis.

« Specify whether to permit changes to module transactions in the GL module.

» Specify how to print posting audit trails.

The following is a summary of the key fieldsin GL Control:

Profit/Loss Account (BS). Define the GL account code for the balance sheet year-to-date
earnings (profit and loss). The account is used for financia reporting only.
You cannot post transactions to the account.
The system recal cul ates the account balance whenever a balance sheet is printed. At the year-
end close, the balance in this account is posted to the retained earnings account.

Retained Earnings Account. Specify the account used by Transaction Year-End Close
(25.13.12) and Retroactive Transaction Maintenance (25.13.2) to create one-sided
transactions.

Transactions are only posted to retained earnings during initial implementation. Only post to
retained earnings using Standard Transaction Maintenance (25.13.1)

Translation Adj Acct (BS). Specify the balance sheet account that is affected by currency
tranglation adjustments.
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The account is only used when importing transactions from other entities operating in different
base currencies. If the Post Tranglation Adjustment to field on the entity specifies Balance
Sheet, then trandlation adjustments post to this account.

Translation Adj Acct (IS). Specify the income statement account affected by currency
trandlation adjustments.

The account is only used when importing transactions from other entities operating in different
base currencies. If the Post Tranglation Adjustment to field on the entity specifies Income
Statement, then translation adjustments post to this account.

Use Sub-Accounts. When thefield is set to Yes, the system prompts you to enter a sub-
account whenever you enter an account.

The Sub-Module Sub-Account Length field in Domain/Account Control (36.1) determines
how many digits are used for the sub-account. When the field is set to No, the system prompts
for an account number during data entry.

Use Cost Center. When the field is set to Yes, the system prompts you to enter a cost center
whenever you enter an account.

When the field is set to No, the system prompts for an account number only during data entry.

Balanced Entities. When the field is set to Yes, the system verifiesthat GL transactions are
balanced for all entities when posting.

To be balanced, the total for all transactions within asingle entity must equal zero.
This setting is the normal default for most entities.

When the field is set to No, transactions do not need to be balanced for each entity Sub-
modul es always create balanced entries. The potential for unbalanced entries arisesonly in the
General Ledger module.

Allow Changes to Module Transactions. When the field is set to Yes, you can modify any GL
transactions from sales, purchasing, and other modules in Standard Transaction Maintenance
(25.13.2).

When the field is set to No, you can only use Standard Transaction Maintenance to modify
transactions that are unbalanced or otherwise unpostable.

Continuous Page Numbers for Post Audit. When thefield is set to Yes, the system prints the
posting audit trails using continuous numbering.

For example, if the audit trail for January is printed on page numbers 1 through 10, the audit
trail for February must begin on page 11. This setting is a requirement in certain countries.

Last Page Number for Post Audit. If the Continuous Page Numbers for Post Audit field is set
to Yes, the system updates this field with the last page humber of the audit trail as each audit
trail is printed.

Daily/Continuous Reference Sequence. Specify whether the numbering on GL transactions
should be reset daily or whether the numbering should be continuous. This field determines
the numbering system and level of user flexibility when entering reference numbersfor certain
GL transactions (JL, RV, RA, FX).

Continuous: If the numbering is continuous, transaction numbers are system-generated, and
you cannot enter reference numbers manually. When the field is set to Continuous, the
transaction number does not restart.
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Daily: If the numbering is reset daily, the first transaction of each day is assigned 0000001.
However, you can still enter reference numbers manually.
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Entity Codes

Entity Codes
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Entity

Aswe noted earlier, transactions always reference a particular financial entity. In multi-entity
businesses, this feature ensures that transactions are included in the right company’s financial
reports. In the General Ledger module, transactions are posted by entity, and financial statements
and other GL reports are printed by entity.

New entity codes are set up in Entity Code Maintenance. Even if your company has only one
financial reporting entity, an entity code must still be defined. One entity must be defined as the
primary entity—the default for the current GL entity when you first log onto the system. Only one
entity can be defined as the primary entity; however, in Current Entity Change, you can change the
default entity for GL activity for the duration of a user session.

Each entity is assigned a three-character code that defines the entity base currency. In multiple
currency environments, this code determinesif a currency translation must be performed on
transactions imported from another database for this entity. The trandation adjustment can appear
on either the balance sheet or the income statement. If multiple currencies are not used, the
translation adjustment can be set to either B or I.

If continuous page numbering is selected in General Ledger Control, the Page Numbers for Post
Audit field displays the last page number of the last audit trail printed for the entity.

A valid company address must be entered in the entity record. Thisfield is validated against
addresses defined in Company Address Maintenance (2.12).
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The company name and address details associated with this code are printed on draft payments
from this entity. In the United States, the company address details associated with this code are

also used by 1099-MISC Form Print (28.20.2), 1099-M1SC Magnetic Media report (28.20.3), and
1099-MISC report (28.20.1).
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Format Position

Format Positions

Balance Sheet
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To set up agenera ledger, you first determine what kinds of information must appear on the
financial statements. Financial statement elements, such as product line, can either have their own
headings, or be grouped with similar elements under larger headings, such as sales. These report
headings are called format positions. Format positions let you specify different levels of detail for
different reports and audiences.

Format positions also determine the order in which GL accounts appear. A format positionis
associated with either the income statement or the balance sheet, but not both.
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Balance Sheet Format Positions
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The slide shows some typical balance sheet format positions. Cash-Foreign (account 1042) is
assigned to format position 11120. It is one of several cash accounts (not shown) totaled under
another format position for Cash, 11100. Cash sumsinto Current Assets (format position 11000),
which in turn sums into Assets (10000). Because Assetsisthetop level for financial reporting, it
sumsinto O, as does format position 15000 for Liabilities & Equity.

When you assign an account to aformat position in Account Code Maintenance (25.3.13), you
also seethe higher-level format positionsinto which the account is summed. To prevent an account
such as amemo account from being associated with aformat position, you would assign the
account to format position zero (0).

Format positions enable you to print statements that contain varying levels of detail. In the income
statement and balance sheet reports, you can specify up to 99 levels of detail.
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Income Statement Format Positions

Income Statement Format Maintenance
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The slide shows sample income statement format positions.

In comparison to the balance sheet on the previous, the data on the income statement isinverted:
Total Net Profit/Loss isthe highest-level format position, but it is at the bottom of the report. Also,

the report data isindented |ess towards the end of the report.

On income statement format positions, lower format position numbers sum into higher ones; on
bal ance sheets, higher format position numbers sum into lower ones. However, account numbers

do not have to be assigned sequentially to format positions.

MQAD




GL Setup 325

Format Position Maintenance

Format Position Maintenance
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To set up new format positions or adjust existing ones, use Format Position Maintenance (25.3.7).
The following fields determine how format positions appear on GL reports.

Description. We recommend that you put format position descriptionsin uppercase rather than
lowercase because they look better on reports (on total lines, the system prints TOTAL in
uppercase).

Sums Into. Used to consolidate totals on financial statements. On balance sheet format
positions, the next lowest format position; on income statement format positions, the next
highest. On the sample income statement, Sales (format position 50000) sums into Gross
Margin (60000).

If aformat position isto appear before another format position of the same level, the first
format position must be assigned to the lower number. For example, in the case of assets and
liabilities, assets should have alower number so they appear at the top of the balance sheet.

Report Type. B (balance sheet) or | (income statement) format position.

Debit/Credit. |dentifies the normal balance of accounts summed into the format position.
Assets and expenses normally have debit balances and liabilities and income normally have
credit balances. On reports, credit amounts in debit format positions (for example, Cash) are
identified by a minus sign or brackets, as are debit amounts in credit format positions (for
example, Sales).
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Sort Sub-Acct Before Acct. Thisfield determines the sort priority for sub-accounts within a
format position. It is used on financial statements in conjunction with the Summarize Cost
Center option.

Sort Cost Center Before Acct. This field determines the sort priority for cost centerswithin a
format position. Itisused in financial statementsin conjunction with the Summarize Sub-Acct
option.
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Format Position Maintenance

Format Pogition Maintenance >

@ Golo = Aahuon =

Forrmat Pogion: 11000
Deseription: CURRENT ASSETS
Sums-Into; 10100
Report Type: B
Debit{dr)/Credi{er): DR [*]
S0t Sub-Acct Betore Acct:

Sort Cost Center Bafore Acct:

Page Braak Aftar Total:
Suppress Header:
Suppréss Total:

Skip Line After Total: ¥

Double-Underline Total:

Page Break After Total. Indicates whether the printer should skip to anew page after printing
thetotal for the format position. Usually, you want to insert a page break only after major
categories such as Assets and Liabilities.

Suppress Header/Suppress Total. In reports, the format position description printsin two
places—at the top, before any accounts or embedded format positions that sum into it, and at
the bottom, preceded by the word TOTAL. On the sample income statement, SALES is the
header for format position Sales and TOTAL SALES isthetotal.

Sometimes, you may want to suppress the header and just print the total line (for example,
60000, 80000, 81000, 90000 on the sample income statement). You can also insert ablank line
on areport (for example, 10100 on the sample balance sheet) by creating aformat position in
which both the header and total are suppressed.

Skip Line After Total/Double-Underline Total. These settings can be used to further highlight
totals. Normally, you want a blank line after atotal so that reports are easier to read. But you
may not want them on some embedded format positions if you want to group items close
together or print them all on one page.
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Report Formatting

An easy way to create new reportsisto go through printed copies of your existing balance sheet or
income statement with three highlighter pens.

1

After you have identified which format positions you need, you can assign them numbers. Asyou
saw earlier, numbering on balance sheets starts from Assets and works down (for example, 0,
10000, 20000). On income statements, numbering starts from Net Profit/Loss and works up (for

Report Formatting

| suppress Header/Total = Yes

|
] . A g
ASSETS
CURREMWT ASSETS
CASH
CASH-USD =
TOTAL CASH
ACCOUMTS RECEIVAELE
INVENTORY
TOTAL CUBRENT ASSETS
TOTAL ASSETS
LIABILITIES & ECUTY
LIABILITIES
CURRENT LIABILITIES
TOTAL CLUREEMNT LIABILITIES
TOTAL LIABILITIES
TOTALEGQUTY =
TOTAL LIABILITIES & BEQUITY

example, 0, 90000, 80000).

Once you have your format positions set up, print and review the Financial Statement Proforma

Suppress Total = Yes

Suppress Header = Yes

Highlight the headers and total s for each section of the report that has both a header and a total
line. For example, highlight Current Assets and Total Current Assets.

Using another color, highlight the headers with no corresponding total. These headings are
subtitles used to group accounts and to promote clarity, but that do not require subtotals. In
these format positions, set Suppress Total to Yes in Format Position Maintenance.

Using athird color, highlight the totals with no corresponding header. These sub-totals are
used to print intermediate totals, and do not need a heading. In these format positions, set
Suppress Header to Yes.

and verify that format positions were set up correctly. Once you assign accounts to format
positions, you can also use this report to verify that accounts are assigned to the right format
positions.
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Sub-Account and Cost Center Options

Sub-Account and Cost Center Options
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Another thing to consider when you are setting up format positions is how sub-account and cost
center amounts are represented on the GL reports.

Two settings in Format Position Maintenance determine the sort priority of sub-accounts and cost
centers.
- Sort Sub-Acct Before Acct

Determines whether sub-accounts should take precedence over accounts when you print and
sort the format position.

« Sort Cost Center Before Acct
Determines whether cost centers should take precedence over accounts when you print and
sort the format position.

These two settings work in conjunction with two selection criteria on the GL reports that
determine whether sub-account and cost center amounts should be summed into account balances
or presented separately:

« Summarize Sub-Accounts
* Summarize Cost Centers

The chart shows al the possible interactions between the sort and summary flags and the
information and sort order that appear on the report outpui.
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Whenever you set both the Sort and Summarize options to Yes, the summary overrides the sort.
For example, aformat position has both sort flags set to Yes. You print a balance sheet with
Summarize Sub-Accounts set to Yes and Summarize Cost Centers set to Yes. The format position
on the balance sheet is sorted by cost center, then account; the sub-accounts are summarized.
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Chart of Accounts

Chart of Accounts
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In QAD SE, all transactions reference and post to a combination of entity and account (mandatory)
and sub-account, cost center, and project (optional). We have already discussed how transactions
are associated with entities.

General ledger accounts (maximum eight characters) are used in all companies to assess how
transactions affect their assets, expenses, liabilities, and equities.

Sub-accounts are typically used by larger companies when they need another level of detail. Sub-
accounts can be used to organize financia reporting by division. Cost centers (maximum four
characters) are typically used for departmental reporting. The use of sub-accounts and cost centers
isspecified in General Ledger Control. Both sub-accounts and cost centers are assigned to account
codes. On inquiries and reports, the system often separates accounts, sub-accounts, and cost
centers by dashes. For example, account 7100, sub-account 10, and cost center 12000 would appear
as 7100-10-1000. If there were no sub-account, you would see only 7100-1000.

Project codes are used to track individual activities such as advertising campaigns. We discuss
project codes later on in conjunction with project accounting; for now, be aware that transactions
also post by project codeif used.

Note When you assign codes, consider the order in which they are sorted on reports. Be
consistent with the number of characters used, and remember that all codes sort a phanumerically
(for example, cost center 1000 before 123). To sort accounts numerically, zero-fill the codes (for
example, cost center 123 as 0123).
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General Ledger Accounts

Accounts
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Account

Accounts are used to group amounts, such as sales and inventory, for financial reporting at the
corporate level. New account codes are set up in Account Code Maintenance (25.3.13). You define
the following attributes for each account code as part of setting up your chart of accounts.

Type. In QAD SE, you can define both posting accounts and memo/statistical accounts.
Posting accounts are used on sub-ledger transactions, while memo/statistical accounts are not.
Posting accounts are designated by one of the following types:

A (Asset)

L (Liability/Capital)

I (Income): Use to designate income statement accounts that are categorized as sal es accounts.
This can include expense accounts such as sales discounts.

E (Expense): Useto identify all other income statement accounts, such as those categorized as
other income.

The memo/statistical accounts are;

M (Memo): Useto report reference information such as the number of employees or the size
of abuilding. Thisaccount appears on financial statementsif formatted into the report, butitis
not totaled.

S(Statistical): Useto provide account totals on custom reports and, in VAT reporting, to record
base taxable amounts on AR and AP transactions. Statistical accounts appear on financial
statements if formatted into the report, but are not calculated in the total. On custom reports,
however, you can include statistical accountsin the total.
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Memo and statistical amounts are usually recorded in Standard Transaction Maintenance
(25.13.1), athough you can use the other transaction functionsin menu 25.13. These
transactions do not have to be balanced. If your database uses sub-account or cost center
reporting, you must assign the memo/statistical account to a sub-account/cost center and
reference the sub-account/cost center in Standard Transaction Maintenance. To appear on
reports, memo/statistical transactions must also be posted.

Currency. Currency for this account. A foreign currency can be entered only on balance sheet
accounts (Type A or L). The default is the system base currency.

Active. You cannot delete an account that has transactions attached to it. However, you can set
the Active field to No to prevent new transactions from referencing it. For example, if you
close a bank checking account, you would deactivate the corresponding GL cash account.

Note You should not change your chart of accounts (except to add new accounts) once QAD SE
has been implemented. It isagood ideato set up the accounts very early in the implementation
process.

Format Position. Format position code used to summarize this account. If a zero is entered,
this account is not included in the balance sheet or the income statement.

Sub-Modules Entries Only. Used to prevent transactions from being created for this account
directly from the General Ledger module.

We do not recommend changing your chart of accounts once QAD SE has been implemented
(except for adding accounts). Therefore, it isagood ideato set up the accounts very early in the
implementation process.
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Sub-Accounts

Sub-Accounts

Bub-Account Code Maintenance
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Sub-Acoount

For divisional reporting, you can use sub-accounts to further classify account amounts on GL
reports. For example, for your sales accounts, you might need to do separate reporting for different
divisions. The ability to use sub-account reporting is determined by the Use Sub-Accountsfield in
General Ledger Control.

Most reports can summarize sub-accounts or print in full detail. You can also prepare budgets by
sub-account.

New sub-accounts are set up in Sub-Account Code Maintenance (25.13.17).

Note Never delete the blank sub-account code in your database, even if you do not use it on
transactions. QAD SE usesit for retroactive and year-end close transactions.

For clarity, you might want to append some blank spaces to the end of the account code or the
beginning of the sub-account code. In some functions, the account and sub-account are entered in
account fields as a combined code; in others, a pop-up window in the account field allows you to
enter the account, sub-account, and cost center separately.
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Cost Centers

Cost Centers
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For departmental or other group reporting, you can also use cost centers to further classify account
and sub-account amounts on GL reports. For example, for your expense accounts, you might need
to do separate reporting for different cost centers.

Each cost center is assigned to one or more accounts or account and sub-account combinations. On
transactions, you can only enter a cost center that is valid for the account or account and sub-
account combination.

Generate comparative reports to compare a cost center to budget or to another period. Most reports
have the ability to summarize cost centers or print in full detail. You can aso prepare budgets by
cost center.

New cost centers are set up in Cost Center Code Maintenance (25.3.20).

Never delete the blank cost center code in your database, even if you do not useit on transactions!
QAD SE usesit for retroactive and year-end close transactions.
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Projects
Projects
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Projects are unique activities that incur expenses and may generate revenue. On transactions, you
can reference project codes to track costs for specific activities such as advertising campaigns. If
you reference a project code on a sales order, purchase order, or work order, the GL transactions
aso include the project code.

Comparative reports can be generated to compare a project’s activity for one period to another, or
to compare a project’s actual activity to its budget. On the project activity reports, you can
optionally print project comments. Most reports have the ability to summarize cost centers or print
in full detail. You can aso prepare budgets by cost center.

New project codes are set up in Project Code Maintenance (25.3.11). This function enables you to
record reference information on the project. Project Type and Status Code can be used to select
projects on the Project Code Browse.

The Activefield controls the posting of GL transactionsto projects. You can post transactions only
to active projects. If you deactivate a project code, QAD SE does not allow you to reference that
code on new purchasing, sales, and work order transactions. However, for existing transactions
that reference the inactive code, you can still process work order component issues, miscellaneous
inventory transactions, such as unplanned issues and receipts, PO receipts, blanket order releases,
and sales order shipments.
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Allocation Codes

Allocation Code Maintenance
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Often, it is convenient to divide a single transaction amount among several accounts—for
example, if several departments share cleaning expense. In QAD SE, you can set up alocation
codes that define the percentage of the total transaction amount to post to a specific account, sub-
account, cost center, or project combination. Allocation codes are set up in Allocation Code
Maintenance (25.3.23).

Allocation codes simplify data entry and minimize errors. During module activities, you simply
enter the allocation code as the GL account. You can also set up customers, suppliers, and other
records so that module activities use the allocation code as the default GL account.

When you later post the GL transactions created by module activity, QAD SE prorates the
transaction amount among the accounts, and other COA elementsidentified by the allocation code.
The above AP voucher for cleaning expense shows an allocation code for cleaning expense shared
by several departments. Instead of an account code, enter the allocation code CLEAN, which
specifies that 40% of the cleaning expense is posted to the production account and 50% to the
general expense account. Posting automatically redirects the correct percentages of the payment
amount to the accounts, sub-accounts, cost centers, or projects defined for the allocation code.
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Nested Allocation Codes
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Allocation codes can also be nested. As shown above, the remaining 10% of the total cleaning
expenseis capitalized as an improvement. Allocation code CLEAN posts this cleaning expense to
general improvements and preventive maintenance accounts associated with a second allocation
code, CAPITAL. At posting, 50% of the capitalization amount (or 5% of the total cleaning
expense) is posted to each account.

The actual alocation of amounts to each of the individual accounts and cost centersis not
performed until you post.
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GL Calendar

GL Calendar Maintenance
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fiscal period

When transactions are created, they always have an effective date that determines the fiscal period
to which the transaction applies. In contrast to other systems, in QAD SE, you do not specify a
fiscal period on each transaction—the fiscal period is determined by the transaction effective date.

Most of the time, transaction amounts updates GL account as of the date the transaction was
recorded in QAD SE. But at period-end, you may want a transaction to be associated with another
period. For example, if the end of the month was last Friday, but the Sales department did not
finish processing last month’sinvoices, Sales should back-date the effective date on the remaining
invoices to Friday’s date so that GL balances are correct.

To be posted to the general ledger, the transaction effective date must fall in avalid, open GL
calendar period. Before you can process GL transactions, you must define your fiscal reporting
periodsin GL Calendar Maintenance (25.3.4). Up to 999 calendar periods can be entered for each
year. Each calendar period is defined with a start date and end date. A calendar day cannot be
shared by two periods. Be careful not to skip days. In multi-entity environments, the GL calendar
must be the same for all entities. However, you can close and open calendar periods individually
within each entity. In GL Calendar Maintenance, you can also open and close periods for specific
transaction types.

Note To prevent transactions being inadvertently created for future periods, set up the GL
calendar for the entire year with all periods closed to activity except the current one.
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Exercise 17: Review Entity Information

In this exercise, you will review al entities defined in the sample database.

Entity Code Browse

1 InEntity Code Browse (25.3.1.2), view the entities defined in the training database. Which
entity isthe primary entity?

Entity Code Maintenance

2 In Entity Code Maintenance (25.3.1.1), change Entity T100's hame to your company name.

Review Format Positions

In this exercise, you will review the format positions in the sample database by examining how
they are used on an income statement.

Income Statement

1 InlIncome Statement (25.15.13), print an income statement. (Ignore any warning message; it
appears because the database contains unposted transactions.)

Format Position Browse/lInquiry

2 UseFormat Position Browse (25.3.8) answer the following questions:
a What isthe format position for Net Profit (Loss)?

b Inwhich higher-level format position are Sales and Cost of Goods Sold totaled?
90000, 60000, (Gross Margin)

Set Up GL Accounts

In this exercise, you will create a new account.

Account Code Maintenance

1 In Account Code Maintenance (25.3.13), add an account for janitorial expense.

Account: 8250

Description: Janitorial Expense
Type: E

Currency: usD

Format Position: 70000

Curr Tranglation Index: 2

Active Yes

Note Check Active Box Yes.
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Notice how al the format positions from 70000 to the highest level, 90000 (Net Profit/L 0ss)
are displayed.
Account Code Browse

2 Use Account Code Browse (25.3.14) to locate account 8250.

3 Make sure your entries for account 8250 are correct.

Enter Cost Center Information

Quality Products Company isintroducing anew cost center for Research and Development. In this
exercise, you set up cost center 4000 and assign it to several accounts.

Cost Center Code Maintenance

1 In Cost Center Code Maintenance (25.3.20), add cost center 4000. Use the description
RESEARCH.

2 Assign this cost center to accounts 8200 through 8400, and all sub-accounts.

Note Click Next in blank account fields to select all accounts.

Cost Center Code Browse

3 InCost Center Code Browse (25.3.21), review the cost centers within the database.
Notice your new cost center 4000.

Using Allocation Codes

Quality Products Company has discovered the need to expense its utility bill by percentage to
multiple cost centers. In this exercise, you will create an alocation code and then post to it.
Allocation Code Maintenance

1 InAllocation Code Maintenance (25.3.23), add an allocation code called UTIL.

2 Enter the description of UTILITY EXPENSE.

3 Enter the following accounts, cost centers, and percentages.

Account Cost Center Percentage
8400 0100 10.00
8400 0200 30.00
8400 0300 25.00
8400 0500 35.00

Allocation Code Report

4 Print the Allocation Code report (25.3.24) for UTIL.
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Voucher Maintenance

Quality Products Company just received its monthly utility bill. Thisbill is posted to many

different GL accounts by a specific percentage.

5 In Voucher Maintenance (28.1), enter the following voucher:

(Batch) Control: 10,000.00

Voucher: Enter

Control: 10,000.00

Supplier: 5009000

Effective Date: today

Bank: AA

(Invoice) Date: today

(Credit) Terms: 0

Distribution: Change Acct 8400 to UTIL and clear out the cost center field
Amount: 10,000.00

Notice that the default GL account displays from the supplier file. (You may want to enter the
allocation code within the supplier file (Pur acct. field) so that it automatically displays each

time.)

Closing the Period by Transaction Type (Optional)

To manage the flow of journal entries created in GL at period ending, you can close the period for
specific transaction types while continuing to process in other modules. To see the effect on

posting, complete this exercise before you proceed to the next chapter.

GL Calendar Maintenance

1 InGL Cdendar Maintenance (25.3.4), select the current period for your primary entity.

2 Enter Yesinthe AR field.

3 Press Next. Can you close the period to AR transactions?

You cannot close the period for any transaction type with unposted activity in the system. At
transaction entry time, the system validates the transaction’s effective date against any closed

periods for the transaction type.
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Overview

system Introduction

Basic Data Setup
Multinational Setup
(Optional)

Accounts Receivable
Data Setup

Invoicing

Cebit/Credit Memaos
Accounts Receivable
Payments

Draftt Management
(Optional)

Multinational AR (O ptional)
Purchasing/AP Data Setup
Furchasing

QAD Standard Edition Financial Management

Accounts Payable Vouchers

Accounts Payable
Fayments

1092-MISC Keporting
[Opticnal)

AP Draft Management
[Optional)

Multinational AP [Optional)
General Ledger Setup
General ledger Transactions
General Ledger Reports
Multiple Entities [Opticnal)
Multinational GL (Optional)

Currency Dependent
Founding

This lesson describes how you review, add, correct, copy, and post transactions from other
modules and those created within the General Ledger module.
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GL Processing Flow
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As stated earlier, GL transactions are created automatically by activity in other QAD SE modules.
Initially, these transactions are sent to an unposted transaction file, where they remain until you
post them in the General Ledger module.

Before posting, you should review these unposted transactions and, if necessary, correct or delete
them.

Note Most corrections should be processed in the source module. Otherwise, the subsidiary
ledger for the module may no longer balance to the general |edger.

When posted, transactions cannot be changed. When all unposted transactions are either posted or
deleted, close the GL calendar to each source module to prevent additional transactions from being
created for the period.

This chapter also describes period-end adjusting transactions for amounts, such as equipment

depreciation, insurance expense, or payroll accruals, that you record directly in the General Ledger
module.
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Module Transactions

Module Transactions
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The system uses GL transactions to record activities in the system that have afinancia effect. A
few examples of these are material receipts, sales order shipments and customer payments. GL

transactions are created throughout QAD 2008.

Accounts
Payable

Purchases
Receipts

Repetifive

Shop Floor
Confrol

Waork Crders

» You can enter GL transactions directly into the general ledger, asjournal entries.

« Manual journal entries are used to record other activities unrelated to manufacturing or

distribution, such as payroll accruals.

- Transactions are created as unposted transactions; they do not have an immediate effect on GL

accounts.

» When posted, GL transactions can be exported to another database for consolidation with

transactions from other corporate entities.
» You cannot delete posted transactions.
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Reviewing Module Transactions

Reviewing Module Transactions
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Most GL transactions originate from purchasing, sales, and other activities outside the GL. Before
making changes to the general ledger, the system collects all transactions created during sales and
manufacturing activities in an unposted transaction table. You can review transactions to ensure
that amounts, accounts, and dates are correct. Once transactions are verified, post them to update
GL account balances.

Note You cannot close a GL calendar period if unposted transactions exist.

Review unposted transactions before posting them to the general ledger to correct any unbalanced
transactions or incorrect amounts.
To review unposted transactions, use:
» Unposted Transaction Inquiry (25.13.13), which displays alist of transactions on the screen.
« Unposted Transaction Register (25.13.14), which prints areport listing unposted transactions.

You can select transactions by:
» GL reference number
» Batch number
» GL Transaction Type

The Unposted Transaction Register has additional selection criteria, such as the date entered and
the effective date.
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One good way to determine potential problemsisto select unbalanced transactions only.
Unbalanced or invalid transactions do not post.
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GL Transaction Types (AR, AP, CS, FX, IC)

Type Module Activity
AR Accounts Recelvabile DR/CRmeamos
Penamants
Retumed checks
Drafts
Firarce chordes
Cosh Managemenit Poryments
AF Accounts Fayable Confirmed vouchers
Pernrments
Racorciliations
Voidedchecks
Cash Management Reconciliatiors
S Garerdl Ledger Trarsactioncorsolidation
F i Flged Arsats Flwed Assat Trarsocfion Post
F Zereral Ledger Foreigr escharge revaluations
Itarrsfsites Iterm ot révalucitions
Irvesrntory Coritrol Trarsfers
lsauies
Racaipts
Cycle counts

The next three slides show the GL transaction types created in QAD 2008, and the activities and

menu functions that create the transactions.

- CStransactions are used when posting from closed periods condensed to save disk space.

» FX transactions are used to revalue amounts in non-base currency accounts based on the
exchangerate in effect at the end of a GL period. Foreign Exchange Revaluation (25.13.9 or
25.19.13) creates transactions for unrealized gains or losses that are posted to the unrealized
exchange rate gain and loss accounts associated with the currency in Currency Account
Maintenance (26.7).
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GL Transaction Types (IC, JL)

Typel Module Activity
IC Physicallniventory Inverntory balance updates
Furchasing Receipts
Keturns

Sales Orders/Iinvoices | Shipmenls & relurns
Fending invoices

Field Service RTS receipts
RTS shipments
Distribution Plan Distribution arder shipments
Distribution order receipts
Froduct Strucltures Product structure costrollups
Roulings/Wark Cenlers| Rouling costrollups
Cost Management Cost set copy fo cost set

Updates to site cost plans
Updates lo item-element costs

L |General Ledger Stlandard lransac lions
Cash Managemenl Standard transactions

- |C transactions update inventory balances, such as inventory issues and receipts, sales order
shipments, purchase order receipts, work orders, and repetitive labor reporting.

- JL (standard) transactions are used to:
 Correct unposted transactions from other modules.
» Enter beginning balances during implementation.
« Enter values for memo and statistical accounts.
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GL Transaction Types (RA, RV, SO, WO, XX, XY, YR)

Type
RA

Module

Zeneral Ledger

Activity

Relroactive transachions

R

General Ledger

Reversing frarnsactions

S50

soiles Orders/ InvCicss

Posted invioices

WO

Work Crders

Shop Floor Control

R petitivie/

Adwvonced Repetitive

Cudlity Mancgement

Component ssues

Receaipt backflush
Accounting Close

Labor feadback trarnsactions
MNemproductive labor
Cperafion cormplefions
setup, labor, rework, reject,
SCrop, & downtinme reporting
Cum order Qocounrting close
Suclity orders

Cualily order resulls eniry

PO,

Sereral Ledaer

Trarsaction import

General Ledger

Cenendl Ledger

Irmported tramsaction revalulation

Trarsachion year-end Close

* RA (Retroactive) transactions are used to make adjustments to closed GL calendar years.

These transaction types are rarely used.

* RV (Reversing) transactions are used to record accrua entries. The system automatically
creates the reversing entries for the first day of the next period.

+ SO (Sales Orderg/Invoices) transactions are created by Invoice Post (7.13.4).

» WO (Work Orders) transactions are created by Work Order Accounting Close (16.21).

» XX transactions are imported transactionsin the consolidation domain created by Transaction
Import (25.19.15).

« XY transactions are revalued imported transactions created by Imported Transaction
Revaluation (25.19.17).

» YR transactions are one-sided entries that update retained earnings from the year’s net profit

and loss.
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Common Problems

Common Problems

Damaindbccaunt Contral

W GoTo = Actions = Copy = | =0 Primt % Proview

Venly GL Accouniy |

Bate Cumeney| s
Enity] 1000
Bark Acct Valdahon
Dedadt Sytom Languags us
Aacit Trad &

setting inis ieldto Yes
reciuces number of =

imvalid frorsactiors

The following are the main causes of unbalanced or invalid transactions. Two settingsin
Domain/Account Control can prevent transactions with these problems,

Invalid COA Combination
To be posted, transactions must:

 Reference active accounts, sub-accounts, cost centers, and projects that are valid in
combination with each other.

 Be balanced, with debits equaling credits.

- Be balanced within entities when Balanced Entitiesis Yesin General Ledger Control.

» Occur in an open GL period.
Transactions that do not meet these criteria are considered unbalanced and remain in the unposted
transaction table. To identify unbalanced transactions for correction, use Unposted Transaction
Inquiry (25.13.13) or Register (25.13.14).
The main causes of unbalanced or invalid transactions are:

« Aninvalid or inactive account, sub-account, cost center, or project code.

« A transaction effective date that isin a closed GL period or year.

 Debitsthat do not equal credits.
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Even if atransaction is balanced, you might still need to correct it if the wrong account, sub-
account, cost center, or project code was used.

Set Verify GL Accountsfield to Yes when you begin to process GL transactions. This step ensures
that only valid account, sub-account, cost center, or project combinations are entered on
transactions.

Effective Date

A transaction fails to post if the transaction effective date was in a closed calendar period or year.
To prevent this problem, set Verify GL Accountsto Yesin Domain/Account Control.

Debits Do Not Equal Credits

If someone else on the system creates a transaction at the same time you are running Transaction
Post, the transaction may be incompl ete. Posting only when no one elseis on the system or posting
transactions only through the previous day's date reduces the likelihood of posting an incomplete
batch. (Posting can be executed as an automatic processin batch mode.)

Invisible Problems

Even if atransaction is balanced, it may still need to be corrected if the wrong account, sub-
account, cost center, or project was used; perhaps because the wrong site code was entered on the
sales order, or PO. The system till posts this transaction, so it is much better if you catch this
problem before posting. To see which site code was used, review the transaction history reportsin
the source module.

Note Attempt to post corrections in the sub-module whenever possible.
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Correcting Module Transactions

Correcting Module Transactions
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Whenever possible, correct transactions prior to posting. Make the correction in the source module
rather than in the General Ledger modul e because often the change also affects sales analysis,
commission records, inventory balances, or other records. For example, to correct the GL accounts
on a sales order, enter a negative shipment or invoice in Sales Orders/Invoices rather than an
adjusting transaction in the General Ledger module.

We recommend that you prevent people from making these corrections in general ledger, because
if they do, reporting may drift out of sync. For example, if people make AR correctionsin the
General Ledger module, the GL account balance reports show the changes but the AR-GL
Transactions Report do not, and the customer detail does not balance to the AR account in General
Ledger.

To globally prevent people from correcting transactions from other modulesin the General Ledger
module, set the Allow Changesto Module Transactions field in General Ledger Control to No.
You can a'so restrict corrections to specific GL accounts by setting Sub-Module Entries Only to
Yesin Account Code Maintenance. Use this feature to restrict transactions to GL “control”
accounts for sub-module detail, such as AR, AP, and Inventory.

There is one instance in which you should delete transactions prior to posting. If your company
implements other modul es before General Ledger, the transactions created by the other modules
are aready included in GL balances initialized during the GL implementation. To prevent these
transactions from updating GL balances twice, delete them prior to posting using GL Transaction
Delete/Archive in the Manager Functions module.
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Transaction Post
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Transaction Post (25.13.7) posts balanced GL transactions from the unposted transaction file to the
GL higtory file. The history fileisused to print financial statements, so GL transactions are not
included on statements until they have been posted.

You can post transactions by effective date range and/or transaction type. To print a posting report
prior to posting the transactions, set Post Transactions to No. To post all types of transactions,
leave Type blank. The transaction type enables you to divide posting responsibility by department
(for example, the AP manager verifies and posts AP). The audit trail is generated only at posting;
you cannot reprint it afterward. The audit trail lists al transactions that posted. Unbalanced
transactions that did not post are marked Unposted.

In some countries, audit trails must be continuously numbered. If your last audit trail for entity
1000 ends on page 30, your next one for entity 1000 must begin on page 31. A setting in General
Ledger Control, Continuous Page Numbers for Post Audit, determines whether your database uses
continuous audit trail page numbering. Entity Code Maintenance displays the |ast page number
used in transactions.

You should only post up to the prior day’s transactions to prevent posting an incomplete batch.
Once posted in general ledger, transactions cannot be changed. Any changes to account balances
must be made through adjusting entries, which is discussed later in this lesson.
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Allocation Codes and Posting

Alocaton Code Masnsnance X

W GaTo ™ Acong ™ Copy = | o Prinl 15 Préview

Ebzcanon Code | THTH
Demnoton Fent Alecaton

Agvamird Submiiesl T Frigsed [Fedimrd

10 i S

TG Wanckos Masbanarme

T W GaTe® | A * Gy *| 25 Post 5 Prawew

1040 abch /Vmahes
T4 P
Baoh 100Ta Batch Ol T R ) Tol n
Wionhew 1Z2DED ] [} 5.0 Tok xm
Mimtwdmaan.
L Moo Sk At = Frogert Erity T (esphon TR 1
T RENT W0 el nen
Do asi g
fiair i ]

During posting, any transactions that reference allocation codes are exploded to the appropriate
accounts, as described in the last lesson. For example, if you posted $100 to allocation code
Utilities, and it was split out with 30% to the utilities account in department 100 and 70% to
department 200, two account postings would be made.

Prior to posting, it ishelpful to print the posting report with Post Transactions set to No so that you
can preview how the allocation codes explode amounts to individual accounts.
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Closing the GL Calendar to Other Modules

Closing the GL Calendar to Other Modules
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After all module transactions have been reviewed, corrected, and posted, the next step in GL
processing isto close the GL calendar to further period activity. Using GL Calendar Maintenance,
you can do this either for individual transaction types or for al transaction types at once.

If you want to close a GL accounting period for one or more specific GL transaction types, select a
reporting period and entity, and then set the corresponding fields to Yes. Once you set the GL field
to Yes, the system automatically sets all transaction type fields to Yes. However, the system
prevents you from closing the period until all open transactions are posted.

Note Some modules create more than one type of GL transaction. For example, sales order
shipments create type | C transactions, while invoice posting creates SO transactions. At the same
time, a single transaction type can be used by more than one module. For example, SO shipments,
WO receipts, and PO receipts all create the transaction type, IC.

If necessary, you can reopen the period by setting the field back to No at any time before the end of
the fiscal year. Once you perform the year-end close transaction, you cannot reopen periods for
that year.

To prevent transactions from being inadvertently created for future periods, you can set up the GL
calendar for the entire year with all periods closed to activity, except the current one. If you use
reversing transactions, you need to have both the current and following periods open in order to
post.
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General Ledger Transactions
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As discussed earlier, in addition to processing modul e transactions, you a so record some period-
end adjusting entries for equipment depreciation and accrued expenses, such as payroll, directly in
General Ledger using standard transactions and reversing transactions.
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Standard Transactions

Standard Transactions
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Standard transactions are used to:
- Enter GL account balances from your previous system during implementation
- Balances can be transferred electronically, or entered manually.

« When starting from the current GL period, enter ending balances from the prior GL
period.

- |If starting mid-year when details for the current year are needed, enter the period year
closing balances, close the year, and then enter detailed transactions for the current year or
enter transaction totals for each month.

« Enter miscellaneous GL transactions.

« Correct unposted transactions.

« Create adjusting entries for posted transactions.

 Update values in memo and statistical accounts.
Standard Transaction Maintenance (25.13.1) allows you to change amounts and accounts (in
addition to sub-accounts, cost centers, and projects, if used) for unposted transactions. However,
you cannot change posted transactions. If you find a mistake in a posted transaction, you can

correct account balances using a standard transaction if the posted transaction isin the same fiscal
year, and the year is open.

MNQAD



360 Training Guide — Financial Management

Note An unbalanced transaction is a transaction outside the posting parameters. For example,
debits and credits that do not balance; one-sided transactions; transactions containing an invalid or
inactive account, sub-account, or cost center; or an invalid combination of account, sub-account,
or cost center.
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After you have set up the chart of accounts, you are ready to enter your beginning account

balances. Some people transfer this information electronically from their old systems; others enter

it manually. You can record starting balances in a number of ways:

1 If youarejust starting to use QAD SE from the current period on, simply enter the prior period

ending balances in Standard Transaction Maintenance (25.13.1).

2 If you are starting mid-year, but want details for the year, enter the prior year closing balances,
close the year, and enter detailed transactions for the current year or enter transaction totals for

each month.

3 If you are starting at the beginning of ayear, enter the prior year closing balances and close the

year.

Take care when posting account balances. The system may already contain unposted transactions

if you have implemented sales, inventory control, or other functions.

Note Delete unposted transactions before you start GL processing so that the transactions do not
post and overstate GL balances. Enter and post prior period ending balances first, then delete the

remaining unposted transactions.

Use GL Transaction Delete/Archive to del ete these unposted transactions. This menu selection

should be password-secured.
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Note Asyou implement any module that generates GL transactions, it is useful to run 36.23 for
the report alone (Delete = No) to verify that usersin sales, purchasing, and other modules are
entering the right accounts. This helps you catch and correct problems early.

In addition to entering GL balances, you can also enter budgets at this time. Before going to live
processing, remember to reset the Verify GL field in Domain/Account Control (36.1) to Yes.
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Reversing Transactions

Reversing Transactions
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In accrual accounting, revenue is recognized when earned rather than when received. Expenseis
recognized when benefits associated with the payable are received rather than when payment is
due. The portion of arevenue or expense that isincurred, but not yet realized, is considered an
accrual.

Reversing Transaction Maintenance (25.13.3) is used to enter accruals, such as end-of-period
payroll. When reversing transactions are entered, the system cal cul ates a corresponding reversing
transaction that is effective the first day of the next GL period. Transaction type RV is assighed to
reversing transactions.

Note You can also create reversing transactions in the Standard Transaction Maintenance
(25.13.1), but the system does not automatically create the reversing entry.

Both the current period and the subsequent GL period must be open to post reversing transactions.
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Copying Transactions

Copying Transactions
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Use Transaction Copy (25.13.4) to copy a posted transaction and to create a transaction with a new
GL reference code and effective date. Thisfunctionisespecially useful for setting up templatesfor
recurring entries, such as depreciation. You can enter a transaction with zero amounts as the
template, then copy and modify the transaction as needed.

The new transaction has a GL reference number and effective date for the first day of the current
period. Only posted transactions with atype JL or RV can be copied.

MQAD



GL Transactions 365

Transaction Security

y "
Transaction Security

3 {Diibutasn
3 Maradnzhng
Feruzaai
Cuchues Jenwes
¥ Maitei Dats
Vg / Sies
T Addeiaes J Taees
brremiony Cordiol
= % Wanager Furcbons
= Demariiocount Combel
(] Dharmaer Loralanks Menu
I = ™ System Secuty Meru ||
1 Ut Manfanance

@ Lo | naguiry
By ey Pasrramnd Marimmares
i W Groug M arvenance
o Utnér Growg Induisy
= DL Sreouet Decupey M amlensroe
- M Srcuely Harienars o
oo Menu Secuty Change
b Dty Sacuby Masdenants
! E rotiy € ey | gy
S Gie Sovanly Manmanee
b Irrvenbiny Mitreeiment Coxde Setuty
% Irve Wik Code Secunty Dndiwie
o Faeld Cecupiy Harienarce
S, Pkl Socunty Ly ficaip
Doechiop Feculy Meru
g Ui Accent by Apolcaton Ing
Brepany aeed Litlhes Mesu

Ty Srocurdy Corbd

You can a so restrict access to specific menus, functions, and fields through user 1D and user group
security.

To enhance security in GL transaction processing, we recommend that you password-protect
Transaction Post (25.13.7), Domain/Account Control (36.1), and GL Transaction Delete/Archive
(36.23.2).

The System Security Menu in the Manager Functions menu contains all the functions for setting
up security throughout QAD SE. Two functions there provide additional security for GL
transaction processing; you should also password-protect these two functions.

« GL Account Security Maintenance (36.3.9) restricts access to specific GL accounts based on
the user 1D or user group. Account security worksin all modules of QAD SE.

- Entity Security Maintenance (36.3.13) restricts access to specific entities based on the user ID.
When multiple companies operate within the same database, you might want to limit some
uses to processing transactions only for their own entity. Entity security works only in the
General Ledger module.

If you do not have access to an account or entity, you cannot create a transaction for it. However,
you can still print reports that reference the account or entity, unless you are restricted from using
these functions.
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Exercise 18: Review and Post Transactions

In this exercise, you will review and post the transactions you created in the previous activities.

Unposted Transaction Inquiry

1 In Unposted Transaction Inquiry (25.13.13), review the unposted transactions.

2 Inthe GL Referencefield, use the arrow keys to scroll through transactions.

3 Click Next until the detail display appears. Look at the descriptions and accounts. Seeif you
can identify where and when these were created. Press the Spacebar to display each
transaction individually.

Unposted Transaction Register

4 InUnposted Transaction Register (25.13.14), print the register to verify accounting. Leave the
transaction type blank.

Transaction Post

5 In Transaction Post (25.13.7), post the transactions. L et the effective dates default.
6 Examinethe audit trail. Did all of the transactions post correctly?

Project Accounting

In this exercise, you will create a project code and record expenses for a project using a standard
transaction.

Project Code Maintenance

1 InProject Code Maintenance (25.3.11), enter the following data to create a project code for
advertising:.

Project: 1001ADV

Description: Prod Line 1001 Ads

Active: Yes

Begin Date: 01/01YY

Comments: Yes

Acct/SubAcct/ Ranges: <blank> to 9999

Comments: New Product Line 1001 advertising expense

Standard Transaction Maintenance

2 In Standard Transaction Maintenance (25.13.1), enter the following data using an effective
date of 01/01/Y'Y and a control total of $1,600.00. Charge only the expenses to project
1001ADV.
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Account CcC Project Description Amt (USD)
7200 1000 1001ADV Promotion 1,100.00
7200 2000 1001ADV Promotion 500.00
1040 Promotion -1,600.00

Transaction Post

367

3 InTransaction Post (25.13.7), post all transactions. Leave the Transaction Type field blank for

all.

Before continuing, make sure all transactions in the system are posted. If there are any errors,
fix them and repost them now, or you may experience problemsin later activities.

Enter Beginning Balances

In this exercise, you learn to enter GL beginning balances in Standard Transaction Maintenance.
Normally, you enter beginning balances only when setting up an entity in the GL.

Entity Code Maintenance

1 UseEntity Code Maintenance (25.3.1.1) to define a new entity. Enter your initials as the entity
code. Indicate non-primary entity.

2 At Company Address enter 10000000.

Current Entity Change

3 Use Current Entity Change (25.1) to change the current entity to the entity you just defined.
You will create the following transactionsin this entity.

Standard Transaction Maintenance

4 In Standard Transaction Maintenance (25.13.1), enter the following data using an effective
date of 01/01/YY (Y'Y =the current year). Set the control amount to $470,500.00.

Account CcC Description Amt (USD)
1040 YTD Baance 100,000.00
1050 YTD Baance 30,000.00
1060 YTD Baance 45,000.00
1200 YTD Baance 60,000.00
1500 YTD Baance 90,000.00
2100 YTD Baance -48,500.00
2400 YTD Baance -5,500.00
2700 YTD Baance -50,000.00
2800 YTD Baance -90,000.00
3000 0100 YTD Baance -250,000.00
3000 0200 YTD Baance -26,500.00
3900 0100 YTD Baance 4,500.00
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Account CC Description Amt (USD)
3900 0200 YTD Balance 2,000.00
4100 YTD Baance 3,000.00
6300 YTD Balance 1,500.00
7100 YTD Balance 60,000.00
7200 2000 YTD Balance 12,000.00
8200 YTD Balance 10,000.00
8300 YTD Balance 20,000.00
8400 YTD Balance 32,500.00

Transaction Post

5 In Transaction Post (25.13.7), enter an effective date range of 01/01/Y'Y to 01/01/YY.

6 Post dl transactions.

Enter Reversing Transactions

In this exercise, you will enter reversing transactions.

Reversing Transaction Maintenance

1 In Reversing Transaction Maintenance (25.13.3), enter the following data using an effective
date of 01/01/YY (Y'Y = current year) and control total of $85,000.00.

Account CcC Description Amt (USD)
7100 1000 Salaries 25,000.00
7100 2000 Salaries 50.000.00
7100 5000 Salaries 10,000.00
2150 Wages Payable -85,000.00

Unposted Transaction Inquiry

2 InUnposted Transaction Inquiry (25.13.13), display the transaction just entered (enter the
prefix RV and use the down arrow).

Notice the reversing entries automatically created by QAD Enterprise Applications.

Transaction Post

3 In Transaction Post, post all transactions.

Select Current Entity Change

4 Change current entity back to T100.
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Overview

QAD Standard Edition Financial Management

system Introduction ‘ Accounts Payable Vouchers
Basic Data Setup | 2. Accounts Payable
Multinational Setup Payments
(Optional) 4. 1099-MI5C Reporting
Accounts Receivable (Optional)
Data Setup . AP Draft Management
_ [Optional)
Inveicing Multinational AP [Optional)
Debit/Credit Memos : i
. General Ledger Setup
Accounts Receivable G |led
Payments SHEMA). Ledger
Transactions
I{:J{;cﬁ;ic;r;}agemenf General ledger Reports

MUt ic
Multinational AR (Optional) Vviultiple Entities (Optional)

|0, Purchasing/AP Data Setup
Furchasing

Multinational GL [Optional)

Currency Dependent
Founding

This chapter describes QAD SE’s reporting capabilities.
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GL Processing Flow

GL Processing Flow
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QAD SE has many functions for printing balance sheets, income statements, budgets, and other
reports. You can also create your own reports in Custom Report Maintenance.

You can print most reportsin summary or detail (including all transaction activity). You can also
generate comparative reports that compare actual to budget, budget to budget, or actual to actual,
over similar or different periods. Some reports show variances.

General ledger reports show only posted transactions. However, if unposted transactions exist for
the selection range included in the report, the system generates a warning message.

After you review and print your reports (and enter and post any necessary corrections), close the
GL calendar to the General Ledger module. At year-end, run Transaction Year-End Close to
update retained earnings and close the year to further activity.

To preserve database space, we recommend you also consolidate transactions at year-end.
Transaction consolidation combines groups of transactions into one consolidated transaction and
can be used to archive and delete the original transactions.
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GL Reports
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The standard GL reports are located in General Ledger Reports menu.
+ Account Balances

« The Account Balance Summary report shows beginning balances, period activity, and
ending balances for the entity and effective date range you specify.

« The Account Detail Summary report has an additional column for Activity to Date and an
option to break down amounts by transaction.

» Trial Balance

- The Trial Balance Summary report shows the beginning balance, period activity, and
ending balance. It has a column for recording manual adjustments.

» The Trial Balance Detail Summary report shows beginning balances, period activity, and
ending balances and lists individual transactions.

» The Trial Balance Budget report shows ending balances, budgeted amounts, and variance
amounts and percentages.

 Balance Sheets
» The Balance Sheet report lists asset and liability amounts as of a specific date.

» The Balance Sheet Comparative report compares amounts for two different periods or
actual figures to budget and has an option to show the amount and percentage of variance
between the two amounts.

« Financial Statement Proforma
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The Financial Statement Proformareport is only used to preview formatting of balance sheets
and income statements. No account balances appear on this report.
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GL Reports (Continued)
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* Income Statements
» The Income Statement report (25.15.13) lists revenues and expenses for a specific period.

» The Income Statement comparative report (25.15.14) compares 2, 4, or 12 periods or
actual figures to budget. The two-column report also has an option to show variances
between the two periods.

« All the reports show the percentage of total income each amount represents.
» Cost Centers
» The Cost Center Activity report (25.15.18) lists cost center balances.

» The Cost Center Comparative report (25.15.19) compares the cost center balances for two
different periods or actual figures to budget.

» Project Activity

« The Project Activity Summary report (25.15.21) lists transaction activity for projects over
aperiod.

» The Project Activity Detail report (25.15.22)also lists the transactions for each project.

« The Project Activity Comparative report (25.15.23) compares the project balances for two
different periods or actual figures to budget.
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Reporting Options

Reporting Options
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You can print GL reports for:
« Oneor arange of entities, accounts, sub-accounts, or cost centers.
- Budgeted or actual amounts.
« A specific ending date (trial balances and bal ance sheets) or arange of dates (income
statements and activity reports).
Other useful report options are:

Level. Specify the level of detail to appear on areport; corresponds with format position
levels.

Suppress Zero Amounts. Set thisfield to Yesto only include accounts with non-zero balances
on the report.

Suppress Account Numbers. Set thisfield to Yesto if you want a report with amounts broken
down by account, sub-account, and cost center combination.

Round to Nearest Thousand. Specify the degree of accuracy required for the report. If you set
thisfield to Yes, an amount, such as 2,500.00, would be rounded up to 3,000.00.
Conversely, an amount of 2,350.00, would be rounded down to 2,000.

If rounding causes a balance sheet to be out of balance, arounding error entry prints with the
balancing amount.
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Round to Nearest Whole Unit. Specify whether decimals are printed. Amountsthat are greater
than or equal to 0.5 are rounded up to the next highest whole number; smaller amounts are
rounded down. Again, the system prints a rounding adjustment on balance sheets.

Print Comments. On income statements and project activity reports, you have an option to
print comments. Comments are useful for storing information, such as the names of auditors or
accounting firmsthat review financial statements. Comments are set up using Master
Comment Maintenance.

Reporting Currency. Specify a currency that the report output should use. You can generate
reports in any currency, regardless of the currency of the source document.
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You can reprint your financial reports as often as necessary until you are satisfied with the

amounts. But what happensif you need to correct the amounts?

As discussed earlier, you cannot correct posted transactions directly. If you need to correct

amounts that originated outside of general ledger, reopen the GL calendar for that module, enter
the necessary adjusting transactions, and then post the transaction in the General Ledger module

using Transaction Post.

For transactions entered directly in the General Ledger module, enter adjusting transactions using
Standard Transaction Maintenance and re-post the transactions using Transaction Post.
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Drill-Down by GL Reference
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To identify transactions to correct, you can use one of several inquiry and report functionsin the
General Ledger Transaction menu:

« Account Balance Inquiry (25.13.17)

Generates alist of balances and period activity by account, sub-account, and cost center.
« Transaction by Reference Inquiry (25.13.19)

Generates alist of posted transactions by GL reference number.
« Inquiry by Acct with Drill-Down (25.13.20)

Generates alist of posted transactions by account, sub-account, and cost center. When you
enter the account code, you see the GL transactions that referenced the account. By pressing
Enter from the GL reference, you can drill down and see the entire transaction.

You can also access the batch or document for the GL reference by pressing Tab and then
Enter. On journal entries originating outside of GL, less detail is available if the entries were
posted from the source module in summary form.

For AR batches, the bank code does not display because multiple banks can be associated with
an AR batch.

- Transaction Register (25.13.21)

Produces areport showing all posted transactions. This report is useful as a permanent record
of activity for the period.

« Transaction by Account Inquiry (25.13.18)
Creates alist of posted transactions based on various selection criteria.
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Transaction by Account Inquiry
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Thisinquiry is apowerful reporting tool for identifying unbalanced or invalid transactions. It
generates alist of posted transactions by account, sub-account, and cost center.
You can use the Transaction by Account Inquiry (25.13.18) to:

« Select the transactions to review by entering arange of criteria, including sub-account, cost
center, project, batch, document number, user 1D, and amount.

- Display more information, such as foreign currency and audit trail information, for each
transaction.

- Define how you want to sort the selected transactions.
 Determine whether to display subtotals.
- Display various grand totals for the inquiry.

The default detailed transactions screen displays one line for each transaction. To display this
screen, accept all default values for the options on the inquiry’sinitial screen.

You can view a Detailed Transaction screen when you set the option Display Detailed Audit Trail
to Yes. The system displays an additional line for each transaction showing the Description,
Project Code, Address Code, Document Number, and Document Type fields.

Note When you set Display Foreign Currency to Yes, you can also view the exchange rate,
foreign currency amount, and currency code for each transaction.
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Transaction by Account Inquiry Totals Screen
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Grand Total: 14, 200 00cr USD
Socount Dalance: 14, 200.00cr USD

The slide shows the screen displayed when you set Display Sub-Totalsto Only. In this example,
the Sort By field is set to CC, so the system displays subtotals for each cost center.

Thelast screen in the Transaction by Account Inquiry always displays agrand total for the selected
transactions in base currency. The totals are broken down by currency.
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Budgets
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Each year, you set up budgets to plan for expenses and revenues, and to compare actual revenues
and expenses to budgeted amounts.

On financial statements, you can print reports that compare actual activity for the period to the
budgeted amounts by setting Use Budgets to Yes and specifying the budget code.

Budgets are used to allocate company resources and to establish spending limits for departments,
projects, divisions, and for the entire company. In Budget Maintenance (25.5.1), you can create
multiple budgets for any GL period in the GL calendar year.
Using Budget Maintenance, you can:

« Enter budgets with fixed amounts for each GL period.

- Calculate the budget amount in each period based on the percentage of the balance of a
specific format position, account, sub-account, or cost center.

- Distribute the yearly budget evenly over the several GL periods.
 Assign adifferent percentage of the yearly budget to each GL period.
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Budget Allocated Evenly to Each Period

Budget Allocated Evenly to Each Period
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In Budget Maintenance, the system prorates the yearly budget for each period if you set the Auto
Spread field to Yes, the By Percentage field to No, and if you enter a Yearly Budget amount.

In the slide, the Yearly Budget is $500,000. The system cal cul ates the Budget Amount as
41,666.67. (In all of these examples, there are 12 periodsin the GL calendar.)

Note QAD SE resetsthe Auto Spread and By Percentage fields whenever you access an existing
budget code in Budget Maintenance.

Important Take care when changing a budget period percentage or budget amount. For example,
if your original yearly budget was $12,000 and the period budget amount was $1,000, but you
change the budget on one of the periodsto $1,500, your new yearly budget is $12,500, and the new
period budget amount is $1,041.67.
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Budget Allocated Differently by Period
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There are two ways in which you can alocate budgets differently by period in Budget
Maintenance.

1 You can manually specify the budget amount for each period by setting the Auto Spread field
to No. For each period, |eave the Percentage set to 0.00, then enter the budget amount.

2 You can specify a Yearly Budget for the entire year, enter percentages for each period, and let
the system cal cul ate the amount. To do this, set both Auto Spread and By Percentage to Yes.

For each period’s budget, you then specify the percentage to allocate to that period, and the system
uses the percentage to cal cul ate the budget amount. Or, you can specify a Default Percentage,
which becomes the default period percentage.

In the dlide, the Default Percentage value is 12% and Yearly Budget is $500,000. Unless you
specify otherwise, the period percentage is 12% and the budget amount $60,000. In a 12-period
year, the system displays awarning that these percentages add up to more than 100%, so be aware
that you must manually adjust some percentages downward. In the above example for a 12-period
year, only $20,000 (4% of $500,000) is left to allocate by period 9. In periods 10, 11, and 12, both
the percentage and the amount are zero.
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Budget Based on a Percentage

Budget Based on a Percentage
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Budgets can be based on a percentage of an actual account or format position or ayearly budget, or
you can enter a default percentage. The system automatically cal culates the default percentage for
each GL period.

You can also enter a different percentage for each period. If By Percentage is set to Yes, you are
prompted to enter a percentage for each GL period. The system uses the percentage to calcul ate the
budget amount for the period, based on the percentage entered and the value in the Yearly Budget
field.

In the slide, the budget for period 1 is based on 5% of sales (account 3000). But you do not have a
budget amount until you run the budget calculation for budget DEPT30.

Note For abudget based on percentages, you cannot use the Auto Spread option—you must
specify a default percentage or manually enter the amounts or percentages for each period.

In Budget Calculation, you have the option to calculate the budget amount based on either the
actual or the budgeted amount for the budget code's base account, sub-account, etc. If you set Use
Budgetsif no Actual to No, and there are no actual balances in the base account, the calculated
budget is zero.

You can also print areport showing the calculated budget amounts by setting Print Budget Report
to Yes. The Cumulative Only option enables you to specify how budget amounts are broken down
on the report.

« Yes prints only the cumulative budget amounts for the current fiscal year.
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 No prints a detailed report of each budget amount by fiscal period within the effective date
range of the calculation.
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Custom Reports

Custom Reports
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If your company requires specialized reporting, you can create custom reports using functionsin
the Custom Reports Menu. You can set up an unlimited number of custom reports. To create a
report, all you do is set up format positions and then assign accounts, sub-accounts, and cost
centers to these format positions.

In Custom Report Format Maintenance (25.17.1), set up the code for the custom report and define
the format positions to appear on it. The format positions control the order in which GL accounts
appear on the report, how they are totaled, and where page breaks occur. You can use the same
format positions on multiple custom reports. You can also use the same format positions as your
regular financial statements, but you still set them up separately.

In Custom Report Account Maintenance (25.17.4), specify the accounts, sub-accounts, and cost
centers that sum into each format position. If you leave the sub-accounts and cost centers blank,
transactions for all sub-accounts/cost centers assigned to the account appear on the custom report.
If you do assign sub-accounts or cost centers to the format position, only transactions for those
account/sub-account/cost center combinations appear.

To create multiple similar custom reports, use Custom Report Copy and then adjust the format
positions or accounts as necessary.
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Custom Reports
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Custom reports are printed using Custom Report Print (25.17.13). The dide shows a sample
custom report.

Print for Each Cost Center is used for custom reports that have been set up without specifying a
cost center range. For example, to print expense reports by department, you do not need to
reference specific cost centers—just leave the cost center ranges blank; set Print for Each Cost
Center to Yes.
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Closing the GL Calendar to GL

Closing the GL Calendar to GL
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After you have printed (and corrected) all your financial statements and reports for the period, you
must close the period to the General Ledger module, using the same function you used earlier to
close the period to activity in the other modules, GL Calendar Maintenance.

If you need to make corrections to closed modules or General Ledger periods, you can reopen the
periods at any time during the year until you execute the year-end close. To reopen a closed GL
period, reset the GL field to No, enter and post the correction, and set the field back to Yesto close
the period. Once the GL field is set to Yes, you can reopen and close the period to specific
transaction types by setting the fields for AP, AR, FA, WO/IC, PR, and SO transactions.
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Year-End Close

Year-End Close
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When the fiscal year is closed, atype YR (year-end) transaction is created that posts the net
profit/loss to the retained earnings account identified in General Ledger Control. The year-end
close also updates the Year Closed setting in GL Calendar Maintenance to Yes.

You cannot reopen a closed fiscal year. If you absolutely have to make an adjustment to a closed
year, you can record it using Retroactive Transaction Maintenance (25.13.2), which we cover next.
However, you can still print reports for the year after it has been closed.

If you print a balance sheet or trial balance for the new fiscal year without closing the previous
year, the reports are wrong because the accounts include the balances for the previous year aswell

as for the current one.
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Retroactive Transactions
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Use Retroactive Transaction Maintenance (25.13.2) to add or maintain transactionsto afiscal year
that has been closed in the year-end close. This function creates atype RA transaction and

automatically makes any necessary adjustments to retained earnings.

We recommend you exercise caution in the use of this function, particularly if you have already
produced and published your financial reports for the year. This function should be password-

secured.
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Transaction Consolidation

Transaction Consolidation
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Once transactions are posted, you cannot delete them. However, to free up database space, you can
use Transaction Consolidation (25.13.11) to combine transactions from a specified period into a
single transaction for each account, sub-account, cost center, and project. This consolidation
feature saves database space.

Consolidation combines the posted transactions for each period by account, sub-account, cost
center, and project. Each consolidation transaction is assigned a GL reference number beginning
with CS, followed by the effective date and a sequential number.

Use caution in selecting by account, sub-account, or cost center. Although it works correctly, it
leaves you with one-sided transactions, as shown by the above example. For similar reasons, we
recommend that you do not consolidate transactions for a range of entities. Also, consolidations
should be done by period rather than by year. You might choose to consolidate for six periods ago
and earlier in order to preserve more current detail in the GL.

You can produce areport that shows how transactions are consolidated by setting Audit Trail
Report to Yes and Consolidate to No.

This function should be password-secured.
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Security

Security

Set Up For...
GL Reports
GL Calendar Maintenance
Transaction Year-End Close
Transaction Consolidation
Retroactive Transaction Maintenance
Year End Adjustment Transaction

To restrict access to confidential company information to authorized personnel, we recommend
that you set up menu or password protection for the following GL reporting and period-end
functions:

» GL reportsin menus

» GL Caendar Maintenance
Transaction Year-End Close
Transaction Consolidation

» Retroactive Transaction Maintenance

Security for user IDs and user groupsis set up using functions in the System Security menu of the
Manager Functions module.
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Exercise 19: Balance Sheets, Income Statements, and
Budgets

Print Balance Sheet and Income Statement

In this exercise, you will print acomparative bal ance sheet and income statement comparing actual
to actual figures.

Balance Sheet Comparative

1 Use Balance Sheet Comparative (25.15.9) to print a comparative balance sheet that displays
the figuresfor periods 1 and 2 of the current year. Accept the system defaults on the remaining
fields.

Column 1 — Ending Date: End of previous period
Column 2 — Ending Date:  End of current period

Income Statement Comparative

2 InIncome Statement Comparative (25.15.14), print a comparative income statement that
displays the figures for periods 1 and 2 of the current year. Accept the system defaults on the
remaining fields.

Column 1 — Date: First day of previous period To: Last day of previous period
Column 2 — Date:  First day of current period To: Last day of current period

Note The percentage of income is based on the total of al type | account balances.

Enter and Calculate Budgets

In this exercise, you will enter and cal culate budgets for the current year.

In QAD SE, you can:

1 Enter budget amounts manually for each GL period.

2 Distribute the annual budget over the periods or assign a percentage of the budget to each.

3 Allow the system to cal culate the budget amount for each period based on a percentage of a
format position or another account.

You will use al of these methods in this exercise.

Budget Maintenance

1 In Budget Maintenance (25.5.1), enter the following budget information for entity T100,
budget code BUDGETYY (YY = current year).

Thefirst budget isfor an account/cost center with an annual budget divided evenly over all GL
periods.
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Budget Code: BUDGETYY
Account (Cost Center): 7100 (1000)
Auto Spread: Yes

Yearly Budget: 300,000.00

GL Reports

Which field determined how the annual budget for account 7100 was divided?

The next budget is allocated to each period by percentage.

Budget Code: BUDGETYY
Account: 8400

By Percentage: Yes

Yearly Budget: 50,000.00
Period: Per centage
1 25%

2: 40%

3 30%

4 5%

395

Notice how the system cal culated the budget amount based on the percentage you entered.
Which field enabled you to alocate the budget amount to each period by percentage?

The next budget shows the amounts for each period.

Budget Code: BUDGETYY
Account: 8200

By Percentage: Yes

Yearly Budget: 125,000.00
Period Budget Amount
1 20,000.00

2: 55,000.00

3 35,000.00

4: 15,000.00

For the next budget, the sales account has a credit balance, so the budget amounts for each

period are entered as negative amounts.

Budget Code: BUDGETYY
Account (Cost Center): 3000 (0100)
Pd 1 through Pd 12 -5,000.00

The budget for account 6300 is 30% of the format position for sales (net sales on the income

statement).
Budget Code: BUDGETYY
Account: 6300
Base Format Position: 50000
Default Percentage: 30
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Even if you enter a positive default percentage, the budget for account 6300 (normally a debit
account) will always be a credit amount because sales is normally a credit amount.

5 The budget for account 6500 is 10% of account 6300.

Budget Code: BUDGETYY
Account: 6500

Base Account: 6300

Default Percentage: 10

Budget Calculation

6 InBudget Calculation (25.5.7), calculate the budgets for accounts 6300 and 6500. Enter
budget code BUDGETY'Y. Enter 01/01/Y'Y to the current date as the effective dates.

Trial Balance Budget

7 Print aTrial Balance Budget (25.15.6) for entity T100, budget code BUDGETY'Y and report
ending date (the current date).

Notice the variance column showing the difference in amounts and the variance percentage. **
indicates that no budget has been created for the account.

Creating a Custom Report

In thisexercise, you will create and print an operating expense report. You will set up areport code
and custom format positions and assign accounts and cost centers to the format positions.
Custom Report Format Maintenance

1 In Custom Report Format Maintenance (25.17.1), set up the report code, title, and format
positions for the custom report. Accept the default values for the remaining fields.

Custom Code: OPEXP

Report Title: OPERATING EXPENSES
Format Position: 100

Description: OPERATING EXPENSES
Sums Into: 0

Double-Underline Total: Yes

Format Position: 200

Description: SALARIES

Sums Into: 100

Format Position: 300

Description: TRAVEL/ENTERTAINMENT
Sums Into: 100

Format Position: 400

Description: OTHER

Sums Into: 100
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2 In Custom Report Account Maintenance (25.17.4), assign accounts and cost centers to the

format positions on the custom report (OPEXP).

Line: 1

Account: 7100 to 7100
Cost Center: 1000 to 3000
Sums Into: 200

Line: 2

Account: 7200 to 7200
Cost Center: 1000 to 3000
Sums Into: 300

Line: 3

Account: 7300 to 7300
Cost Center: 1000 to 3000
Sums Into: 300

Line: 4

Account: 5100 to 5100
Sums Into: 400

Line 5

Account: 8200 to 8200
Sums Into: 400

Line: 6

Account: 8400 to 8400
Sums Into: 400

Custom Report Print

3 In Custom Report Print (25.17.13), print the custom report.

Custom Code:

OPEXP

Column 1 - Date:

To: Prior Period

Column 2 - Date:

To: Current Period

Suppress Account Codes:

No
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Your report should show format positions and accounts similar to the following:

OPERATING EXPENSES
SALARIES
TI00—1000 SALARIES & WAGES
7100—2000 SALARIES & WAGES
TOTAL SALARIES

TRAVELENTERTAINMENT
7200—1000 TRAVEL
7200—2000 TRAVEL

TOTAL TRAVEL/ENTERTAINMENT

OTHER
5100 PURCHASES (EXPENSED)
5100--0100 PURCHASES (EXPENSED)
8200 SUPPLIES
2400 UTILITIES

2400—0100 UTILITIES.

8400—0200 UTILITIES
8400—0300 UTILITIES
84000500 UTILITIES

TOTAL OPERATING EXPENHSES
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Overview

QAD Standard Edition Financial Management

system Introduction - Accounts Payable Vouchers

Basic Data Setup | 2. Accounts Payable

Multinational Setup Payments

(Optional) Lo 1092-MISC Reporting

Accounts Receivable (Optional)

Data Setup AP Draft Management
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Debit/Credit Memos Multinational AP [Optional)
. - General Ledger Setup
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Purc hgs!r.g,fAF‘ Datasetup Currency Dependent
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Up to now, we have been dealing only with transactions that take place within one entity and
database; however, QAD SE supports multiple entities within a single database and multiple
entities in multiple databases.

The flow of GL activitiesis somewhat different for companies whose financial reporting spans
severa entities. In these situations, transactions from subsidiary entities must be consolidated into
aconsolidation entity, either within or across domains.

In thislesson, we review processing in multi-entity and multi-domain environments.

Refer to User Guide: Master Data for more information on domains and databases, and to User
Guide: Financials A for more information on GL consolidation.
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GL Processing Flow (Single Domain)
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By now, you should understand where GL transactions come from, how they are posted to the GL,
what GL reporting looks like, and how to close fiscal periods and years.

Up to now, we have discussed al of these activities under the assumption that only one entity is
involved. In redlity, large corporations often have multiple financial entities.

If al the entities are in the same domain, GL processing is much the same as for single entities, as

you can see from the above diagram.

Transaction processing and period-/year-end close are done by entity and reporting is done both by
entity and for the range of entities. There are afew procedural considerations that you need to

understand, which we discuss at the beginning of this lesson.
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GL Processing Flow (Multiple Domains)

GL Processing Flow (Multiple Domains)
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As noted earlier, the flow of GL activities is somewhat different for companies whose financial
reporting spans several entities. In these situations, transactions from subsidiary entities must be
consolidated into a consolidation entity, either within or across domains.

The processing flow varies slightly depending on:

 The complexity of the consolidation hierarchy

« Whether account numbering is consistent across domains

« Whether the entities are in different databases

« Whether the transactions being consolidated come from entities with different base currencies.
You use GL Consolidation (25.19.20) in the consolidation domain to create the transactions for

consolidated reporting, based on the relationships defined for a consolidation set in Entity Code
Maintenance.

You can create consolidation sets specifically to generate reports and then del ete and/or archivethe
resulting transactions and optionally the consolidation sets using Consolidation Entity
Delete/Archive (25.3.1.6) when they are no longer needed.
The GL consolidation process supports consolidation in any of the following conditions:

- Multiple entities within the same domain.

Using consolidation sets, you can select exactly which entities you want to include, regardiess
of the value of the entity code.
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« Multiple entities in more than one domain in a single database.

You can combine any number of entities from different domainsin a database into a
consolidation set. One entity can belong to more than one consolidation set, letting you create
multiple views of your business.

- Multiple levels of consolidation.

You can add consolidation entities as subsidiaries to a higher-level parent, thereby creating
hierarchies with as many levels as you need.

« Multiple entities in more than one database at more than one application release level.

Using transaction export and import features, you can import transactions into entitiesin a
target database that are part of a GL consolidation set in preparation for consolidation. The
transactions can be imported from databases on the same revision of QAD software or on
earlier versions. Thisfacilitates the roll-out and upgrade path, since you do not have to update
al remote databases simultaneously.

Preparation
Before attempting to consolidate transactions, you must complete a number of preparatory steps.
« You must complete al financia activity in the source entities.

- If entities are in different databases, you must follow steps to export transactions from the
source database and import them into the consolidation database.

 You must prepare for the consolidation in the consolidation domain.

Refer to User Guide; Master Data for more information on domains and databases, and to User
Guide: Financials A for more information on GL consolidation.
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Multiple Entities in Same Domain

Multiple Entities in Same Domain
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The simplest example of a multi-entity company is one in which all entities reside in the same
domain. In these environments, the transaction processing steps are the same asin single-entity
businesses. Reports are prepared at both the entity and corporate levels.

In the dlide, the business consists of two distinct companies: Entity 1000, a manufacturing
operation and Entity 2000, afield service office. Transactions for both entities are stored in the
same database. Both entities print individual financial statements, but the business also prepares
consolidated statements.

Refer to User Guide; Master Data for more information on domains and databases.

MQAD



Multiple Entities 405

Default Entity for GL Transactions

Default Entity for GL Transactions
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When you record a GL transaction in a multi-entity domain, the system assumes that the
transaction appliesto the primary entity designated in Entity Code Maintenance. The primary
entity is the default entity for transactions created in the General Ledger module.

If the majority of transactions during a day are for an entity other than the primary entity, you can
change the default entity for the duration of the user session using Current Entity Change. If you
change the current entity, al your GL screens default to this entity.

The change does not affect other users logged onto the same database, and once you log off the
system, the current entity revertsto the primary entity. Also, the change affects only transactions
created in the General Ledger module; all other transactions still default to either the entity
associated with the site, on transactions that update inventory) or the system entity from
Domain/Account Control.

QAD SE has another function that deals with entity codes called Entity Code Change, which is
used to change entity codes on previously posted GL transactions. An occasion when you might
useitisif your company is acquired by another company and the new management wanted a
different entity code used. Do not use Entity Code Change to change the current entity for a user
session!
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Unbalanced Transactions

Unbalanced Transactions
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Transaction processing in a multi-entity/single-domain environment isthe sasme asin asingle-
entity company. However, an important consideration is keeping your GL transactions balanced.

Continuing the previous example, suppose the accounting department transfers cash from entity
1000 to entity 2000. Cash would be credited at entity 1000 and debited at entity 2000 (see
transaction A above). Therefore, the debits and credits between entities would balance. However,
within each entity there would be no corresponding counter entry unless you debit and credit the
intercompany accounts asillustrated by transaction B.

To prevent unbalanced transactions within an entity, QAD SE automatically creates balancing
entries for the appropriate inventory, AP, or AR intercompany account (see the examplein the
dide).

To prevent unbalanced transactions across entities, such as deleting intercompany balancing
transactionsin the general ledger, QAD SE has asafety feature called the Balanced Entitiesfield in
General Ledger Control.

If the Balanced Entitiesfield is set to Yes, you cannot post transactions that created unbalanced
entities. A warning message appears and you must rebalance the transaction manually.
(Unbalanced transactions across entities can occur during manua GL entries. You need to balance
these figures before they are entered.)
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If the Balanced Entities field is set to No, transactions post without a warning message.
Unbalanced entities prevents you from printing balanced statements by entity. You can only print
consolidated statements.

For several reasons, storing several entitiesin the same database is not always practical, advisable,
or even possible.
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Multiple Entities in Multiple Domains

Entity 1000
Manutaciuring

Multiple Entities in Multiple Domains

Entity 2000
Flald Service

B3715
Repors

|

Corsolciotea
/15 Reports

Multiple-entity businesses usually use multiple domains for several reasons.

In QAD SE, separate domains are required whenever the entities have different base currencies,

charts of accounts, and GL calendars.

A business may also use multiple domainsif the company sites are physically separated or asingle
domain is used for separate activities. In the above example, separate domains are used for
manufacturing and field service, and consolidated corporate reporting is done from athird domain.

Refer to User Guide; Master Data for more information on domains and databases.
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After you finish al the period-end transaction processing and reporting in each source domain,
export the posted transactions to an ASCI| file using Transaction Export. An export file name can
have a maximum of eight charactersin the format <entity><MMDD>.trx.

Then transfer thisfile to the working directory of your consolidation domain. If the consolidation
domain also uses QAD SE, import the exported transactions using Transaction Import.

When exporting and importing files between domains in different countries, make sure that both
the export and import databases are using the same date format. For example, if your export
domain uses DD/MM/YY (day/month/year), the import domain must also use DD/MM/YY.
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Consolidation at Export

Consolidation at Export
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By default, the export consolidates the exported transactions to preserve database space.
(However, you should not consolidate when you are exporting transactions for foreign currency
accounts.)

Consolidation creates asingle transaction in the format CS<M> YY> <transaction number> whose
effective date isthe last day of the period associated with the original transaction's effective date.
For example, if the original transaction had an effective date of July 7 and the GL period ended on
July 31, the CS transaction would have an effective date of July 31, not July 7. (When you export
in detail rather than consolidated mode, the original transactions are exported at the original
effective date.)

In the consolidation domain, Transaction Import assigns al imported transactions (both
consolidated and detail) a GL reference number of XX<M><YYMMDD> <transaction number>.
In the example, the imported transaction is X X940707000005.

Important Make a backup of your system before you export or import transactions. Once you
have transferred the transactions for the period, you cannot re-export or re-import them; however,
you can still run reports on the transactions in the source domain.
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GL Calendars

GL Calendars
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When transactions are exported and imported between entities, the source and target entities must
have the same GL calendar setup for the import to work correctly. However, you can close and
open calendar periods individually within each entity.
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Account Cross-References
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Use From-Account Cross-Reference Maintenance (25.19.4) to create relationships between
accountsin different entities to be used during transaction import and GL consolidation:

« Transaction Import uses this data to map accounts associated with GL transactions created for
an entity in a source database to accounts for the same entity in the target domain and
database.

» GL Consolidation uses this data to post transactions from a subsidiary entity and domain
within the current database into the correct corporate accounts in the consolidation entity.

The validations for the entity and account fields vary depending on the type of cross-references
you are setting up:
« For Transaction Import, the subsidiary entity and To accounts must exist in the current
domain. From accounts are not validated since they arein adifferent database.

 For GL Consolidation, the subsidiary entity must exist in the subsidiary domain as defined for
the consolidation set defined in Entity Code Maintenance. From accounts are validated in that
domain and To accounts are validated in the current working domain.

During import or consolidation, the system reads the account, sub-account, and cost center from
the source transaction and looks for a match in the cross-reference table of the consolidation
entity’s domain.
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Transaction Post

Transaction Post
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After you import the transactionsinto the consolidation domain, you then have to post them before
they areincluded in reports. Imported transactions are not automatically posted by the import—
this gives you a chance to edit or delete them prior to posting.

For convenience, Transaction Post is aso accessible from the Transaction Import/Export menu.
Imported transactions can be selected for posting using transaction type XX.
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Consolidated Reporting
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When you have imported and posted transaction information from al entities, you can generate
consolidated reports. To print consolidated financial reportsin QAD SE, enter the entity rangein
the report selection criteria.

When you specify an entity range on areport, al entitiesin the range are included. For example,
suppose your company has the following subsidiaries:

North America Europe

United States France

Canada Spain
Italy

In order to print a separate consolidated report for the European subsidiaries, the American and
European entity codes must have separate number ranges (for example, 1000-1999 for American
subsidiaries, 2000-2999 for European).
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Exercise 20: Consolidated Income Statements

In this exercise, you will print a consolidated income statement.

Income Statement

1 InlIncome Statement (25.15.13), enter the following data

Entity: T100 to T200
Beginning of Period: Current Period
End of Period: End of Period

415

2 Comparethisto theincome statement printed previoudly for entity T100. Notice how QAD SE
consolidated the account balances.
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Overview

QAD Standard Edition Financial Management

system Introduction - Accounts Payable Vouchers

Basic Data Setup | 2. Accounts Payable

Multinational Setup Payments

(Optional) Lo 1092-MISC Reporting

Accounts Receivable (Optional)

Data Setup AP Draft Management

Invoicing [Optional)

Debit/Credit Memos Multinational AP [Optional)
. - General Ledger Setup

Accounts Receivable i )

Payrments General Ledger

Draft M ¢ Transactions

{éﬁ;ﬁin%r?}qgemen General Ledger Reports

Multiple Entities (Optional)
Multinational GL (Opticnal)
Currency Dependent
Founding

Earlier, we covered AR and AP transaction processing in multiple currency environments. In this
lesson, we see how exchange rate fluctuations affect the general ledger. In addition to multiple
currencies, we show how GL reporting is consolidated between multiple databases and entities and
discuss how exchange rate fluctuations affect account balances.

Multinational AR (Optional)
Purchasing/AP Data Setup
Furchasing

Currencies are defined at the system level in your application database. You must have at least one
currency defined and specified as the base currency for each domain in Domain/Account Control.
Other setup isrequired if you use foreign currencies or if you have multiple domains with multiple
base currencies.
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Foreign Currency Accounts

Foreign Currency Accounts
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Since each domain can have its own chart of accounts, the accounts associated with a currency
may vary from one domain to another. Use Currency Account Maintenance (26.7) to define the six
accounts associated with each currency in the current working domain. These accounts default
from Domain/Account Control, so if the default accounts are acceptable, this step is not required.
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GL Transactions in Foreign Currencies

GL Transactions in Foreign Currencies
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On GL transactions, you can enter control totals to promote accuracy in data entry. A warning
message displays if the debit total for the transaction does not match the control total.

If you are recording the entire transaction in aforeign currency, enter the batch total in terms of the
foreign currency. The system lets you enter batch totals in base currency, but you get awarning
message that the debit total does not equal the control amount.

If you record atransaction in acurrency other than the account currency, awarning displaystelling
you that the system is converting the amount to the account currency.

A pop-up window displays the default rate for the transaction’s GL effective date and allows you
to override it with a spot rate. You should specify a spot rate whenever the actual exchangerateis
known (for example, if the bank specified a conversion rate on the statement).

Whenever you enter atransaction with aforeign currency amount, you see: Warning: Amount
in base currency is amount < >.Thismessage showsyou how the foreign currency
amount converted to base currency. Thisisthe amount that goes into your financial statements, as
you see next.
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Multicurrency GL (Single Domain)

GL Transactions in Foreign Currencies
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In multicurrency environments, additional GL processing is required to account for exchange rate
fluctuations, ensuring that foreign currency amounts are accurately represented in financial

reporting.

The additional processing required depends on whether you are operating in one or multiple
domains. In asingle-domain environment (as shown above), all you must do is calculate and post
transactions for unrealized exchange gain/loss. When exchange rates fluctuate, the values of
foreign currency GL accounts (primarily AR, AP, and cash) a so fluctuate relative to your system
base currency. Thisis known as an unrealized gain/loss because atrue gain or loss is not realized
on these amounts until they are disposed—that is, until cash is received or paid.
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Multicurrency GL (Multiple Domains)

Multicurrency GL (Single Domain)
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In multi-database environments, you still calculate and post transactions for unrealized exchange
gain/loss. Periodically, you a so recalculate foreign currency transactions you have imported from
other domains, because their values al so fluctuate rel ative to the base currency of the consolidation

domain.
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Currency Translation

Currency Translation
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In companies with multiple entities or domains, a number of currencies can be used for
transactions, with charts of accountsin the different entities including the appropriate non-base
currency accounts. However, for consolidated financia reporting, al transactions must be valued
in the same currency. Thisis done either when transactions are imported by the consolidation
domain or when GL Consolidation is run when the entities are in domainsin the same database.
The trandation converts the source transaction amounts to the base currency in the consolidation
domain using the trand ation index associated with the account.

A US company has subsidiaries in France and Mexico. The domains in the French and Mexican
databases each maintain accounts in currencies other than the US parent entity base currencies.
When the US consolidation domain imports transactions from the French and Mexican entities, the
system tranglates transaction amountsto USD. Since account codesin the US domain are different,
that domain first cross-references the accounts, then transl ates the currencies.
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Foreign Exchange Revaluation

Multicurrency GL (Multiple Domains)
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Asnoted earlier, some balance sheet accounts (primarily AR, AP, and cash) may be held in foreign
currencies. The system maintains balances for these accounts at their historical rates. A true gain
or lossis not realized on these amounts until they are disposed; that is, when cash isreceived for a
receivable or when cash is paid for a payable. Likewise, gains or losses are not realized on cash
accounts until they are closed or transferred to a base currency account. Therefore, the actual value
of foreign currency accounts at the current exchange rate may be quite different from the value at
the historical rate.

To ensure that unrealized gains and losses are accurately represented on the balance sheet, you
execute the Foreign Exchange Revaluation every period prior to printing your statements.

Foreign Exchange Revaluation calculates the value of foreign currency amounts using the current
exchange rate and creates unrealized gain/loss transactions. The transactions that are created vary
depending on whether the debit/credit entries for each transaction are in the same or different
currencies. Above, we show the transactions that are created when the currencies are the same.

If the debit/credit entries of the transaction to be revalued are in different currencies, the
revaluation creates an adjusting entry for the Unrealized Exch Gain/Loss Acct in General Ledger
Control

After reviewing the revaluation transactions (and deleting any extraneous transactions), you post
them. Revaluation transactions are type FX.

Once you execute the revaluation for a specific date, you cannot rerun it.
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Note The revaluation function revalues all foreign currency accounts using the current exchange
rate. If you hold fixed assets in foreign currencies, fixed asset accounts are also revalued. Prior to
posting, you must manually delete the revaluation transactions for fixed asset accounts (and any
other accounts whose balances should be valued at the historical exchange rates) using GL
Transaction Delete/Archive or Standard Transaction Maintenance.
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Translation Indexes

Currency Translation Indexes
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The slide shows the indexes used for currency translation. The account’s currency translation
index must be the same in each database. For example, an index 1 (current) account in the source
database must be translated to an index 1 account in the consolidation database.

Transactionsfor 1 accounts are translated using the exchange rate for the period ending date of the
transaction's effective date. For example, if the transaction's effective date is March 15 and the
period ending date is March 31, the transaction is tranglated using the March 31 exchange rate.

Thefifth currency translation index is User-Defined. On these accounts, transactions are revalued
at a set rate for the accounting period. User-defined rates are set up by account, sub-account, and
cost center in Translation Exchange Rate Maintenance. Trand ation exchange rates are maintained
on the consolidation database.

GL Entries for Currency Translation

A trandation adjustment is calculated if the exchange rate for the period ending date of the export
transaction is different from the effective date of the original transaction. A trand ation adjustment
isalso calculated if only one of the GL entriesin atransaction requires a currency translation.

During the post, this adjustment updates the translation adjustment account for the consolidation
entity. The choice of financial statement is specified for the entity, and the account for posting the
translation adjustment is specified in the control program.
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Imported Transaction Revaluation
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Even after transactions are imported and posted in a consolidation database, the values of some

transactions fluctuate, namely, those for accounts with the currency translation index of 1

(current).

Therefore, at the end of every period, you must also revalue all previously imported transactions
for these accounts using the Imported Transaction Revaluation. This function revalues only
accounts that are in the base currency of the consolidation database—it does not recal culate

accounts held in foreign currencies.

The revaluation creates type XY transactions that must be reviewed and posted. In addition, like
currency tranglation, Imported Transaction Revaluation creates additional GL adjusting entries to

compensate for imbalances.
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Overview

QAD Standard Edition Financial Management

system Introduction ' Accounts Payable Vouchers

Basic Data Setup | 2. Accounts Payable

Multinational Setup Payments

(Optional) [4. 10992-MISC Reporting

Accounts Receivable (Optional)

Data Setup AP Draft Management

Invoicing (Qetiond)

Debit/Credit Meras Multinational AP [Optional)
- B - General Ledger Setup

Accounts Receivable

Payrments General Ledger

Draft M ; Transactions

{{;C;TiOHC;T}QQEHWEH General Ledger Reports

Multiple Entities (Optional)
Multinational GL [Optional)

22, Currency Dependent
Rounding

Currency Dependent Rounding (CDR) lets you round monetary amounts in a manner consistent
with agiven currency. You can apply appropriate rounding methods to each currency involved in a
multiple currency transaction.

Multinational AR (O ptional)
Purchasing/AP Data Setup
Furchasing

CDR affects both the value and presentation of monetary transaction amounts. In some countries,
itisalegal requirement. For example, in Japan and Brazil, the local currencies round to zero
decimals, whilein Switzerland, the local currency rounds to the nearest 0.05 Swiss francs.
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Features
« Document amounts are rounded according to the document currency.

- At dataentry, currency amounts are validated to conform to the document currency format.
For example, when entering a voucher in Japanese yen, QAD SE does not allow the user to
enter an amount with decimals.

« Amounts are saved in the rounded form so totals and account balance updates are accurate.
Terms

Rounding Unit

The amount is rounded to a multiple of the rounding unit specified here. For example, for US
dollars, the rounding unit is equal to 0.01; for Swiss francs, the rounding unit is equal to 0.05.
Rounding Threshold

Enter the number at which monetary values are rounded up. This number must be less than the
number entered for the rounding unit. For example, if the rounding unit is 0.001, entering 0.0025
for the rounding threshold tells the system that decimal values of 25 ten-thousandths and higher
are to be rounded up to the nearest one-thousandth.
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Setting Up Additional Rounding Methods

Adding Rounding Methods

Rounding Method Malntenance
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Use Rounding Method Maintenance (36.2.9) to set up additional rounding methods if those in the
CDR conversion program do not meet your needs.

Account. Enter a code (maximum eight characters) identifying the account.

Rounding Method. Enter an alphanumeric code identifying the new rounding method to be
created.

Description. Enter a description of the rounding method.

Rounding Unit. The amount is rounded to amultiple of the rounding unit specified here. For
example, for US doallars, the rounding unit is equal to 0.01; for Swiss francs, the rounding unit
isequal to 0.05.

Rounding Threshold. Enter the number at which monetary values are rounded up. This
number must be less than the number entered for the rounding unit. For example, if the
rounding unit is 0.001, entering 0.0025 for the rounding threshold tells the system that decimal
values of 25 ten-thousandths and higher are to be rounded up to the nearest one-thousandth.

Amounts are rounded based on their absolute value. For example, —9.99 is rounded the same
as 9.99.

Decimal Point. Enter the character to be used as the decimal point in monetary values.
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Rounding Examples

In the following example, the rounding threshold in thousandths determines how the amounts are
rounded to the nearest hundredth.

Rounding Unit = 0.010
Rounding Threshold = 0.0050

Amount to be Rounded

Rounded Amount
1,234.454 1,234.45
1,234.455 1,234.46

This example demonstrates rounding during processing. The extended priceis calculated before

the rounding unit and threshold are applied. The whole number in the Stored Amount column is
the number stored for the sales order line.

Rounding Unit = 1.0
Rounding Threshold = 0.50

Sales
Order Extended Sored
Line Quantity  Unit Price Price Amount
1 100 1.114 111.40 111.00
2 200 5.132 1,026.40 1,026.00
Total: 1,137.80 1,137.00
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Applying Rounding Methods

|Currency Maintenance |
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Exercise 21: Currency Dependent Rounding

In this exercise, you will:
« Verify the rounding method for base currency

« Set up anew rounding method

 Set up anew currency
» Process a purchase order

Currency Maintenance

View Voucher Maintenance

1 In Currency Maintenance (26.1), verify the Rounding Method field is set to 2 for base
currency USD (US dallars).

Rounding Method Maintenance

2 In Rounding Method Maintenance (25.21.12.1), enter the following:

Rounding Method: 9
Description: New Method
Rounding Unit: 5.000
Rounding Threshold: 0.500
Decimal Point: , (Comma)

Currency Maintenance

435

3 In Currency Maintenance (26.1), enter the following information, accept all other defaults:

Currency:

<useyour initials>

Rounding Method:

9

Exchange Rate Maintenance

4 In Exchange Rate Maintenance (26.4), enter an exchange rate for your new currency, relative

to the base currency.
Beg Date: today
End Date: today
Exch Rate: 1.00000

Purchase Order Maintenance

5 In Purchase Order Maintenance (5.7), create anew purchase order, noting the PO number. In
the header, enter the following information, accepting defaults for al other fields:

Supplier: 5001000
Currency: New Currency Code
Fixed Price: Yes
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Enter in the pop-up window

Fixed Rate:

Yes

6 Inthelineitem section, add two lineitems using

Line 1 2

Site: Train Train
Item Number: 09-0035 10-0040
Qty Ordered: 100 200
Unit Cost: 1.134 .037

the following information:

7 Onthetrailer screen, note the Tota is adjusted for no decimal places.

8 Complete the purchase order.
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