Financial Documents
Aim: to identify the types of financial documents used to make a business purchase

Introduction:  Every time you pay for something in a shop you are entering into transaction. You choose to buy an item, you pay for it and then you receive a receipt. This is known as a Purchase Transaction.

Write down a sentence explaining what a Purchase Transaction is.

Financial Documents
In a business this transaction is more complex and there are various stages which you need to know about and these happen in a logical order.

E.g. Ordering stationary for school.

1. Fill out a Purchase Order with the items you want to purchase and send to supplier in the post

Checking Purchase Orders:

· Numerical mistakes e.g. 100 ordered instead of 10

· The supplier does not have to take back the unwanted items

· Purchase  orders are usually checked twice and signed (authorised) by supervisor

2. The items arrive a few days/ weeks later and you sign a Delivery Note  which states what you ordered  and you sign a Goods Received Notes to state you are happy with the condition of the order. A copy of these are sent to the supplier
Checking Delivery/Received Notes:

· Need correct address so goods arrive in the right place

· Error in copying the item code/ quantity so delivery may be of the wrong stock

· The goods may not be checked properly so items may be missing or damaged
3. A few weeks later you receive an Invoice from the supplier showing what they delivered with the prices and a total sum that you now owe

Checking Invoices:

· If errors this can cause delays in payment or non payment
4. They may also send a Credit Note which shows you how much money the suppliers owe you. This could be because items you previously paid for were damaged or returned. This is instead of a refund. 

Checking Credit Notes:
· If errors then company will have more money to spend than should have

5. If you regularly place orders with the supplier, instead of sending invoices after each purchase they will send a Statement of Account at the end of each month and may include a Remittance Advice Slip which shows the amount owing and a reference number to make payment easier

Checking Statement of Accounts:
· The balance may not be carried forward each month

· A transaction may be omitted

· Mix up the debit and credit columns

Checking Remittance Advice Slip

· Details need to match those on the statement

· Amount on slip is the same as the cheque amount

6. You will then send the supplier a Cheque together with the Remittance Slip so their accounts department can easily tell who the payment has come from

Checking cheques:

· Banks will reject cheques if any information is missing e.g. signature, date, amount or if the cheque  has been altered 

· Need to ensure there are sufficient funds in the bank or the cheque will be rejected

7. The suppliers will then send you a Receipt confirming that the cheque  or cash payment has been received

Checking receipts:

· It is a proof of purchase so needs to show the date, list of items purchased and correct value or if you want to return goods you will not get the right money back

LW Sep 04
Page 2 of 2

