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Abstract. The stability of the financial position and professional reputation of an organization
are considered important signs of its investment attractiveness. The size of receivables and payables,
their ratio to the organization’s turnover, the number of counterparties, the history of mutual
settlements and legal disputes regarding debt collection directly affect these characteristics.
Accounts receivable and accounts payable are integral to any company’s balance sheet. The paper
provides definitions of receivables and payables and describes the main methods of managing them.
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1. INTRODUCTION

Accounts receivable and payable influence the formation of the market value of a business and are a
significant part of the financial relations of an enterprise. In the future of the company’s further
development, current financial stability plays a major role, which is influenced by accounts
receivable and payable in the current period. Competent control of accounts receivable ensures the
receipt of up-to-date information on the status of working capital in each period, allows you to
control debtors and respond in a timely manner to changes associated with them. Careful control over
accounts payable lies in the period of its return. The payables repayment period shows how many
turnovers during the analyzed period the company requires to pay the invoices issued to it or how
many days are needed for this.

2. THEORETICAL ASPECTS
2.1. ESSENCE OF ACCOUNTS RECEIVABLE

Accounts receivable represent the financial and consumer obligations of companies to a business for
services rendered or products provided. This debt can exist for just a few hours, days, or months, but
it can also linger for years, distorting the true financial picture. In accounting, it is not enough to
understand that accounts receivable are debts owed by other people or firms. One must also be
familiar with inventory, calculation of receivable balances, and the accounts used for these
calculations. In management accounting, accounts receivable are categorized based on four criteria:

» repayment terms,

» status of the obligation,
» type of debtor,

» probability of repayment.
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2.2. CLASSIFICATION OF ACCOUNTS RECEIVABLE

By repayment terms: This classification indicates when the debt to your company is due. Accounts
receivable can be:

» Short-term: The repayment period does not exceed 12 months.
» Long-term: The debt is due more than a year later.

By obligation status: This classification addresses whether the counterparty has paid the debt within
the stipulated timeframe.

Normal: The repayment term for the accounts receivable has not yet arrived.
Overdue: The payment deadlines have passed, but the money has not been paid.

By type of debtor: From the definition of accounts receivable, it is clear that different categories of
counterparties can be debtors. This classification is based on the type of debtor. Debtors can include:

Customer: For example, when they have received the goods but have not yet made the payment.
Suppliers: When you have already paid them, but have not yet received the goods.

Government: When there is an overpayment of taxes, for example.

Employees: When they have received a loan or an advance for work not yet completed.

Founders: If they have not contributed their share to the charter capital. Other counterparties, such as
tenants who have not paid rent for the past month, can also be debtors.

By probability of repayment: All debts are paid on schedule only in an ideal world, but in business,
delays sometimes occur. This classification is designed for such situations.

Doubtful accounts receivable: The debt may or may not be repaid. This status is assigned to debts
when the debtor has no funds to repay, no collateral, or no bank guarantee.

Bad debt: The debt will not be paid, for example, due to the debtor’s bankruptcy.

From a management accounting perspective, these classifications help determine what to do with
accounts receivable. The options include waiting for repayment, writing off the debt, or selling it.

2.3. ESSENCE OF ACCOUNTS PAYABLE

Accounts payable are the organization’s own debts caused by a lack of monetary units to repay
encumbrances on budgetary and extra-budgetary payments.

Accounts payable is the amount of money a company or individual must pay creditors (suppliers,
contractors, etc.) for certain goods, services, or loans. A similar obligation arises if services or goods
have been provided but payment has not yet been made.

In essence, these are the existing obligations of the organization, which it is obliged to repay in full
within the specified time frame. Accounts payable is part of the company's overall financial condition
and is taken into account in accounting; this column in the reporting actually sets the company’s main
expenses for current activities.

2.4. COMPONENTS OF ACCOUNTS PAYABLE

Accounts payable refer to the amounts a company owes to its suppliers and creditors for goods or
services received but not yet paid for. The structure of accounts payable typically involves several
key components and processes that ensure accurate and timely payment, effective cash flow
management, and strong supplier relationships.

Invoices Received:
These are the bills from suppliers detailing the goods or services provided and the amount due.
Purchase Orders (PO):
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These are documents issued by the company to suppliers indicating the types, quantities, and agreed
prices for products or services.

Receiving Reports:

These are documents that confirm the receipt of goods or services. They are used to verify that the
items ordered were received in the correct quantities and condition.

Supplier Statements:

These are periodic statements from suppliers summarizing all transactions, payments, and
outstanding amounts.

The structure of accounts payable is integral to the financial health and operational efficiency of a
company. By maintaining a well-organized and efficient accounts payable process, companies can
ensure timely payments, accurate financial records, and strong supplier relationships, ultimately
contributing to the overall success of the business.

3. METHODS FOR MANAGING ACCOUNTS PAYABLE AND ACCOUNTS RECEIVABLE

Effective management of accounts payable (AP) and accounts receivable (AR) is crucial for
maintaining a healthy cash flow and ensuring the financial stability of a business.

Integrated Software: Use integrated accounting software that combines AP and AR management to
provide a holistic view of cash flow.

ERP Systems: Implement enterprise resource planning (ERP) systems to streamline all financial
processes across the organization.

Account Reconciliation: Regularly reconcile accounts payable and receivable to ensure accuracy and
identify discrepancies early.

Cash Flow Forecasting: Integrate AP and AR data into cash flow forecasting to improve financial
planning.

Financial Metrics: Monitor key financial metrics such as days payable outstanding (DPO) and days
sales outstanding (DSO) to assess the efficiency of AP and AR processes.

Management Reports: Generate detailed reports to provide insights into outstanding liabilities and
receivables, helping in strategic decision-making.

By implementing these methods and best practices, businesses can enhance the efficiency of their
accounts payable and receivable processes, maintain strong supplier and customer relationships, and
ensure a stable financial foundation for future growth.

4. CONCLUSION

Managing accounts payable and accounts receivable is essential for enterprises for several reasons, as
these processes are fundamental to maintaining healthy cash flow, financial stability, and operational
efficiency.

Effective management of AP and AR ensures that the company has enough cash flow to meet its
short-term obligations and operational expenses. By carefully scheduling payments and collecting
receivables promptly, businesses can optimize their use of cash, avoiding unnecessary borrowing
costs and making better investment decisions.
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