Financial Documents

Before Ronnie knew where he was he had to order some stock to keep the business going. He had never ordered stock before and was faced with a great deal of forms he had to fill in.

Receipts

Purchase orders

Goods received notes

Credit notes

Remittance advice slips

Invoices

Delivery notes

Statement of account

Cheques.

Ronnie had to admit he did not know which order they went in so he could order some goods. Can you help Ronnie put them in the correct order and explain in a sentence what each document is used for? You could use a diagram if you wished.

Answer

The following financial documents would be used in this order.

· Purchase order – to request the goods from the supplier (seller)

· Delivery notes –used by supplier to confirm the goods have been delivered

· Goods received notes – confirm receipt of goods by purchaser (buyer)

· Invoices – request for payment for the goods made by supplier (seller) sometimes called the bill

· Credit notes – to correct any errors on the invoice (bill)

· Statement of account – summaries all the invoices (bills) sent by the supplier over period of about a month

· Remittance advice slips – used by purchaser (buyer) when paying invoice to detail the invoice being paid

· Cheques – arrange   payment from purchaser’s bank to supplier’s bank

· Receipts – confirmation that money has been sent.

Exam Assignment

Here is an assignment taken from the Applied Business Finance Test – Specimen Paper for OCR to test you on whether you understand the flow of the documents and their names.  See Question 7 on the specimen paper.

Once Ronnie had placed them in the correct order. He then needed to know in more detail what each one had written on it.  Ronnie (buyer) also needed to order:

20 reams of assorted colour photocopying paper A4 @ £2 per ream. Item ref: PP20

250 key rings @ 5p per key ring. Item Ref: KR12

Order No: 12234

Date of order: Today’s date

Delivery: within 14 days

Unfortunately one ream of paper was damaged when it arrived at Ronnie’s shop.

The company who sells these goods is called Donald Murray’s of 5 Clay Path, Nevilles Cross, County Durham. DH5 5NT (seller)

Activities

Can you prepare a presentation for Ronnie explaining the different documents covering the following information and ordering the goods he requires?

a) Purpose of the document

b) Who completes it?

c) What happens to it?

d) Why it must be accurate

If you find this too difficult to do by yourself why don’t you ask some members of your class to help you and do a joint presentation?

OR

Using the documentation below and the task above. Divide the pupils into pairs.

One pupil acts as Ronnie ordering the goods above. The other pupil responds to the order acting as Donald Murray the supplier.

Answer

PURCHASE ORDER

Completed by a Ronnie (customer) and sent to Donald Murray (supplier) to request goods or services.  The purchase order shows:

· Type of goods wanted

· Number of goods wanted

· Address to which goods should be sent

· Date when goods are wanted

· Reference or catalogue number of goods wanted.

· Note: you can alter the purchase order to suit your work.

Celebrations Printers

5 North Industrial Estate

Bowburn

Co Durham  DL23 3LP

Tel: 079943478
E Mail:Ronnie@hotmail.com

Web: Celebrations.com                                                Fax: 079943478

PURCHASE ORDER

To:




	Required by:
	Terms

	
	28 days net


	Item 

Reference


	Quantity
	Descripton
	Unit Price

£
	Total

£

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	Subtotal




Delivery:
Authorised by:

DELIVERY NOTE

Completed by the D Murray (supplier) and sent with the goods to Ronnie (buyer) to show the goods have been delivered.

The delivery note could be:

· Posted to Ronnie (customer)

· It can travel with the goods

Shows the same details as would appear on the invoice but any price details are withdrawn.  The delivery note:

· Numerical reference

· Quotes purchase order number

· Details of goods supplied

· Signed and dated by person receiving goods.

When the goods arrive Ronnie will use the delivery note to check the contents of the package to ensure it matches the goods on delivery note.  Usually the person receiving the delivery note will sign for the goods to say everything is there.  If goods do not match Ronnie should write on the delivery note any problems.  One copy of delivery note is left with Ronnie (customer) ie goods received note and the second is sent back to D Murray (supplier). The delivery note should have a numerical reference, used for filing later. 

Donald Murray Ltd

5 Clay Path

Nevilles Cross

County Durham

DH5 5NT

Tel: 0191439948

Fax: 0191439947

E mail: Donald@hotmail.com
DELIVERY NOTE

To:



	Item Reference


	Quantity
	Description of goods

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Received by print name:
                                                           Date:

Received by signature:      

Goods Received note

The goods received note is completed by Ronnie (customer) he records the goods (not services) received and their condition on arrival at his shop.

The Goods Received note shows:

· The quantity and type of all the goods that have been received (even those that were not ordered)

· If any good were received in a damaged condition.

Ronnie will only pay for goods that are not damaged and he will return to Donald Murray any goods, which have arrived at his shop damaged. If Donald Murray agrees that some goods were damaged when they arrived at Ronnie’s shop then Donald Murray  will post to Ronnie a credit note to the value of the goods which were damaged.

Celebrations Printers

Goods received note

Name and address of supplier:


	
	GRN:  12345

	
	Delivery note number:

	
	Purchase order no:


	Item 

Reference
	Quantity
	Description
	Condition of goods

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Received by:                                                                         Date:

INVOICE

Completed by the D Murray (supplier) and sent to Ronnie (customer) to indicate goods sold and the amount to be paid.

The sales invoice shows:

· Description of goods sold

· Number of goods sold

· Address to which invoice should be sent

· Address to which goods should be sent

· Price of goods

· Any discounts available.

· Amount of VAT

· Total amount owing

· Reference or catalogue number

· Special invoice number so both buyer and seller can recognise it easily

· Terms ie these state when the invoice should be paid

NB One copy of invoice is for sender, one copy to buyer.

Donald Murray

5 Clay Path

Nevilles Cross

Co Durham

DH5 5NT

Tel: 0191439948

Fax: 0191439947

E mail: Donald@hotmail.com
INVOICE

To:


	
	
    Invoice No:  657483

	
	
    Date:

	
	Your ref no:


	Item

Reference
	Quantity
	Description
	Unit price

£
	Total Price

£

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	

	

	

	


                                                              Total price


                                                  Less 10% trade discount

                                                              Sub total


Plus VAT @ 17.5%

                Total  Amount due

CREDIT NOTE

A credit note is sent by a D Murray (supplier) to Ronnie (customer) to reduce the amount that Ronnie (customer) owes the supplier. A credit note is a ‘refund’ document.

The credit note shows the same details as shown on an invoice (for returned goods only) and all the calculations are worked out in the same way – discount is still subtracted and VAT is still added. D Murray (supplier) produces the credit note.

The two main differences are:

· It has the words ‘credit note’ printed on it;

· It reduces the amount owed by the customer, whereas an invoice increases the amount owed by the customer.

The credit note has a special number on it called a credit note number so that it can be referred to easily if there are any problems.

D Murray (seller) keeps one copy and one copy is sent to Ronnie (buyer).

A credit note is not the same as a money refund as no money changes hands. A credit note can be sent for faulty goods, missing goods, or goods which are not needed. Other reasons are when the calculations on the invoice of incorrect and the buyer has been overcharged. In this case the credit note is sent because a ream of paper was damaged when it arrived at Ronnie’s shop.

Donald Murray

5 Clay Path

Nevilles Cross

Co Durham

DH5 5NT

Tel: 0191439948

Fax: 0191439947

E mail: Donald@hotmail.com
CREDIT NOTE

To:


	
	Credit note no:  CN2

	
	Date:

	
	Your ref no:


	Item

Reference
	Quantity
	Description
	Unit price

£
	Total Price

£

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	

	

	

	

	


Explanation why credit due
Total of goods

                                                                  Less 10% trade discount


         Sub total


        Plus VAT @ 17.5%


         Amount due

REMITTANCE ADVICE SLIP

This is sent to D Murray (supplier) by Ronnie (buyer) with the total amount due to indicate which invoices are being paid. Ronnie (buyer) completes this document.

When Ronnie (buyer) pays an invoice he encloses a cheque for the correct amount due and a remittance advice slip.

The remittance advice slip shows:

· Which invoices are being paid off

· Any credit notes being used to reduce the amount owed

Ronnie (buyer) does not need to send a remittance advice slip but it does help 

D Murray (supplier) matches up the cheque with the invoice being paid off.  This is will be helpful to D Murray if the cheque is paying off more than one invoice.

Celebrations Printers

5 North Industrial Estate

Bowburn

Co Durham  DL23 3LP

Tel: 079943478
E Mail:Ronnie@hotmail.com

Web: Celebrations.com                                                Fax: 079943478
REMITTANCE ADVICE

To:


	
	Account Ref: AC01

	
	Date:


	Date
	Description
	Invoice/credit note ref no.
	Invoice amount due

£
	Credit note 

Value

£
	Amount being paid

£



	
	Invoice
	
	
	
	

	
	Credit note
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


	

	

	£


                                                                            Total value of invoices

                                                   subtract       Total value of credit notes

                                                                          Payment made

CHEQUE

*NB See lesson plan on how to design a cheque on computer

A cheque is a manual method of payment, which allows money to be transferred from the Ronnie’s (customer) bank account to D Murray (supplier) bank account.

Ronnie does not want to have to pay his invoices by sending notes and coins through the post, so he can write a cheque for the required amount.  This cheque is then posted to D Murray (supplier) who pays it into their account.  If a cheque is not completed correctly the bank could refuse it:

· The cheque should be signed

· Amount in words and figures must be the same

· Lines should be drawn after the name of the payee and the amount to prevent fraud

· The current date should be written on the cheque, which is invalid after six months.

· The lines across the cheque are known as the crossing, the words a/c payee only means the cheque can only be paid into the name who appears on the payee line.

Common mistakes on a cheques and how to correct them.

	Mistake
	What to do to correct it

	No signature
	Send it back asking for a signature

	Amount in words and figures differs
	Send back asking to be corrected and initialled

	Name on pay line in wrong
	Send back corrected and initialled

	Date is incorrect
	Send back change date and initial

	Date is missing
	You can write it in.


NB We will look at cheques in more detail when we study Methods Of Payment

STATEMENT OF ACCOUNT

This is sent by D Murray to credit Ronnie customers to show them the transactions, which have affected their account, and to encourage Ronnie to pay his invoices within the agreed credit period.

When Ronnie (buyer) buys from D Murray (seller) he does not have to pay his account straight away but may be given a month or a few months to settle the bill.  The statement keeps a record of how much is owing and how much has been paid to date at the end of a month.

This means Ronnie (buyer) can pay for goods over an agreed time period.  The usual credit terms are 30 days.  In other words Ronnie (customer) is expected to pay the invoice amount not more than 30 days after it was sent.  Some customers can get 60 or even 90 days.

The statement of account shows:

· The amount owed by the customer at the beginning of the month (based on previous months transactions);

· Any transactions during the month which increased the amount owed eg issue of a sales invoice

· Any transactions during the month, which decreased the amount, owed eg issue of a credit note.

· The amount owed by the customer at the end of the month.

Donald Murray

5 Clay Path

Nevilles Cross

Co Durham

DH5 5NT

Tel: 0191439948

Fax: 0191439947

                                              E mail: Donald@hotmail.com
STATEMENT OF ACCOUNT

To:


	
	
Date:

	
	
Credit terms: 30 days


	Date
	Details
	Reference
	Debit

£
	Credit

£
	Balance

£

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


RECEIPT

This is given to ‘cash customers’ as evidence of payment has been made. Cash customers do not receive an invoice but ask for a receipt as proof of purchase.

Cash customers can pay by cash, cheque, debit card or credit card – not just cash.


PETTY CASH VOUCHER

Ronnie will complete this when a small payment in notes or coins is required. Fill in the Petty Cash Voucher for Ronnie as he needed to purchase:

3 Litres of milk

4 2 First class stamps

5  A4 Brown Envelopes

This is an internal document.  Any of Ronnie’s employees of the printers can complete it within the business.  It is not sent to any other business.  Payments are usually made for such things as:

· Taxi, bus or train fares incurred on business

· Stamps for letters

· Tea an coffee for staff refreshments

A float of notes and coins known as the imprest amount is kept in a lockable petty cash box.  Notes and coins are taken to the value of the petty cash voucher and the petty cash voucher is replaced in the cash box for the notes and coins.  This allows the cashier to check for theft or errors since the value of the vouchers in the box plus the value of the notes and coins should always add up to the imprest amount.  Every week the imprest amount is topped up to its original level by replacing these competed vouchers with the equivalent value in notes and coins.


Checking the documents to see if they are correct.

It is very important that Ronnie fills in his documents accurately.  Often this means he has to cross check some of the documents he uses .  Examples of likely errors the Ronnie may find in his documents are:

1. wrong catalogue numbers used in different documents

2. wrong amount ordered or delivered

3. lack of signature/authorisation

4. incorrect calculations ie for VAT or sub-totals.

What would be the consequences of any of the above errors going undetected?

Exam Assignment

Here is an assignment taken from the Applied Business Double Award Exam paper in Business Finance. Specimen Paper from OCR to help you check documents and recognise errors in financial documents. See Question 1,2 and question 3 on the specimen paper and question 8.

Alternatively, Specimen Mark Scheme for AQA  Applied Business Double Award Exam paper. Business Finance tackle Questions 1a 1b 1c 1d. and 6a 6b 






















Order No:





Date:





Delivery note   25678


Number:


Date:





Ref No:  SN 7865





£





Donald Murray                                 Tel: 0191439948


5 Clay Path                                                           Fax: 0191439947


Nevilles Cross                                                      E mail: � HYPERLINK "mailto:Donald@hotmail.com" ��Donald@hotmail.com�


Co Durham


DH5 5NT


                                 


CASH RECEIPT





Customer:                                                           Date:




















Details                                                                                   Amount


                                                                                                    £
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Sub total�
�
VAT�
�
TOTAL�
�






Receipt Number:





PETTY CASH VOUCHER


Number:�
�
�
Date:�
�
�



Reason for money�
Amount


£�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
                                                                      


�
�
       Authorised by:                         Print name:


                                                Signature:








