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Tax Question:
What are Accounts Payable on a Balance Sheet?

Facts:
The Accounts Payable category appears under
Current Liabilities on a Balance Sheet, as it is
expected that these amounts owing will be paid within
one year. It represents funds that a company has an
obligation to pay vendors or creditors for goods and
services received.

Discussion:
Accounts Payable may consist of trade payables,
which are amounts owing to vendors; or as non-trade payables, such as credit card balances.
Vendors who provide goods and services usually perform a credit check or other qualification process
before they extend credit to ensure that your company will be able to pay them on time.
Many
companies have specific invoice terms such as net 30 days and may even provide a discount if an
invoice is paid earlier. In fact, we currently provide a 2% discount to our corporate clients if an invoice is
paid within 10 business days.
Credit card statements may have different period end dates as they don’t always end on the last day of
the month. It is important to reconcile these monthly to ensure that all the transactions are recorded.
Credit card statements are usually only classified as Accounts Payable if they are held under the
corporate or business name. If they are held personally, it makes more sense to classify them with the
shareholder loan accounts. (see future FAQ # on Shareholder Loans).
Employees often get reimbursed for business expenses paid such as office supplies or mileage. It is
important to have a strict set of procedures for this process to ensure accuracy and efficiency of the
reimbursements. The employee expenses owing at period end or year end are included as Accounts
Payable. Some companies prefer to use petty cash to reimburse employees for small purchases under
a specified dollar amount.
An Accounts Payable aging report is commonly reviewed, which summarizes unpaid vendor invoices by
date ranges. This report is an important tool used by the finance department to determine which invoices
are past due and to help manage cash flow.

Recommendation:
If you have any questions about Accounts Payable or other Balance Sheet items, please contact
Gilmour Group Chartered Professional Accountants.
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