2.10 Complete and interpret key business documents
 (
KEYWORDS
Letter of Enquiry
-
This is a letter from the buyer to the seller enquiring 
about product
s
 the seller sells, the price of them and it they have them in 
stock. 
it
 may be by a letter, 
email
 or phone. 
Quotation
 
-
This is sent by the seller to the buyer after receiving letter 
of enquiry. 
It 
will show the price of the product enquired about and the 
terms of the sale
Terms of sale
 
-
These are the condition attached to the sales for 
example – who pays for delivery (Carriage in and carriage out), is there a 
discount available for early payment,
Delivery
-
Sometime
s
 a quotation will say Carriage paid – This 
m
eans the 
seller will pay for delivering the goods – courier costs
E&OE
 - 
This means errors and omissions excepted. This means that if 
an
y
 errors 
are
 made that the seller can fixed it 
- 
 price
Price held
 - 
This means the price quoted may only be available for a 
specific time. 
Tries
 to get the buyer to order quickly
Trade discount
 - 
This is a reduction in the price paid for the goods. It is 
usually taken 
way
 from the total price
Cash Discount
 - 
This is an extra discount to
 the
 buyer if they 
p
ay before 
the invoice 
date
. 
It 
helps the seller to receive cash quickly and 
buyer to paid fast
VAT
 - 
This is Value Added Tax and is charged on goods and service. It is 
usually
 23%
CWO
 -
 
This means Cash with Order – It means that the goods must be 
paid for when they are ordered
COD 
-
This means Cash on Delivery – It means that the goods must be 
paid for when they are delivered
Payment term
s
 - 
These are terms given in relation to the credit and 
payment terms
Order
 - This is a document sent by the buyer to the seller requesting a 
certain product and the quantity of that product. Order may also be 
make
 
by phone or e-mail
Delivery Note
 - This is sent by the seller to the buyer. It is a document 
that list the items being delivered.
Invoice
 - This is sent by the seller to the buyer. It is usually sent a few 
days after the goods have been delivered, 
It
 gives details of the quantity 
sent, the product that was sent, the price of each item terms of sale.
Credit Note
 - This is sent by the seller to the buyer. It reduces 
the amount the buyer owes. This happens when the buyer returns goods – 
because they are the wrong product, they wrong price was charged or are 
damaged
Debit Note
 - This is sent by the seller to the buyer. It increases the 
amount the buyer owes. This happens when there is an under charged on 
the account.
Statement of Account
 -This is sent by the seller to the buyer. It is a 
Summary of the transaction that have taken place between the buyer and 
seller. It shows how much the buyer owes to the seller and can be used to 
remind the buyer to pay
Receip
t - 
This is a written document sent by the Seller to the Buyer. It 
states that the goods have been paid for and it’s a record that the seller 
has received payment
) (
SELF TEST QUESTIONS
1. 
Explain the Importance of Record keeping in a business
_______________________________________________________________________________________
2. 
Identify and complete business documents used by a business when buying and selling goods
_______________________________________________________________________________________
3. 
Analyse the information in a business document
_______________________________________________________________________________________
4. Define the different terms associated with business documents
_______________________________________________________________________________________
5. Outline the procedures for dealing with incoming and outgoing business documents
_______________________________________________________________________________________
)




 (
BUSSINESS DOCUMENTS
Buyer
Seller
Letter of Enquiry
Quotation
Order
Delivery Note
Invoice
Credit Note
Debit Note
Statement on Account
Payment
Receipts
) (
LETTER OF ENQUIRY
How to deal with a letter of enquiry
Buyer 
Seller
Check the address is correct
The stock available
Quantities are correct
Prepare a quotation
T
hen file it away for future reference
file it away for future reference.
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QUOTATION
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QUOTATION
How to deal with a 
Quotation
Buyer 
Seller
Check 
against the letter of enquiry
Check the Address is correct
Check the price to other quotes
Check the Items and Prices are correct
Then file it away for future reference
file it away for future reference.
Important Terms
Delivery
E & EO
Price Held
Trade Discount
Cash Discount
VAT
CWO
COD
Payment terms
)

	




 (
DELIVERY NOTE
How to deal with a
 Delivery Note
Buyer 
Seller
Compare with the order
Check the goods match the order
Check 
the qualities match what is delivered
Check the details (Address)
Check the goods are in good condition
Make sure the goods are in good condition
Sign and 
file it away for future reference.
Then file it away for future reference
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INVOICE
How to deal with an
 Invoice
Buyer 
Seller
Check Against Delivery Note
Match the goods with the order
Check the 
prices match the quotation
Check the 
Price match the quotation
Check the 
calculations
Check 
the discounts and terms of sale
Record in the purchases account
Check Calculations
Then file it away for future reference
Then file it away for future reference
)[image: Graphical user interface, text

Description automatically generated] (
ORDER
How to deal with 
an Order
Buyer 
Seller
Check 
quantities and products
The 
goods are in stock
Check against Quotation
Check details against
 quotation
Then file it away for future reference
file it away for future reference.
STOCK CONTROL
It is important that a business has the right amount of stock – This is not too much stock (Result is stock going off or not being able to sell the stock) or too little stock (loss of potential sales and customer going somewhere else)
The following are some factors that a business consider
s
 
to have
 the right level of stock
Storage – Does the business have somewhere to store the goods
Costs – Extra storage, 
insurance
 and security costs
Level of demand – the time of year – Easer and Easter eggs
Lead Time – How long does it takes to get the goods form the supplier 
Type of Stock – will the goods go off quickly
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CREDIT NOTE
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CREDIT NOTE
How to deal with a
 Credit Note
Buyer 
Seller
Check the details match the retune goods
Check the details match the retune goods
Check the Calculations
Check the Calculations
Record the reduction in the debtors account
Record the reduction in the debtors account
Then file it away for future reference
Then file it away for future reference
)	



 (
CREDIT NOTE
A Credit note is sent for the following reasons
It
 the buyer was charged too much
If the wrong goods were delivered
It the goods delivery were damaged in transit
It the goods need to be returned for a difference reason 
)


	
 (
PAYMENT
Sometimes payment can be made with CWO (Cash with Order) or COD (Cash on Delivery). This means that the goods are paid for with cash, 
cheque
 or a credit Transfer
Other payment terms 
my
 be given as part of the Quotation, Invoice or Statement of Account and should be followed by the buyer
) (
STATEMENT OF ACCOUNT
How to deal with a
 Statement of Account
Buyer 
Seller
Check the opening Balance
Check the opening Balance
Check the invoice, Debit notes and credit notes received
Check the Invoice Amounts
Check all payments have been recorded
Check the debits and credit notes amounts
Check closing balance and calculations
Check payments have been made
Pay the amount due on time
Check calculations and closing balance
file it away for future reference.
file it away for future reference.
The Statement of Account work on the following basic and it is known as 
the continuous balancing Method
The balance shown at the start of the statement is the opening balance and is brought forward (or what is owed) from the previous period/month
Any entry in the debit column will increase the amount owed (Invoice, Debit Note). This will increase the (added to) the previous balance figure
Any entry in the credit column will decrease the amount owed (Payment, Credit Note). This will decrease the (subtract) the previous balance figure
The last balance is the amount the buyer owes to the seller
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DEBIT NOTE
How to deal with a
 Debit Note
Buyer 
Seller
Check the calculations
Check the calculations
Record the increase in the 
Creditors
 account
Record the increase in the debtors account
file it away for future reference.
file it away for future reference.
A Debit note is sent for the following reasons
If the buyer has been charged the wrong price – usually underpaid
If the buyer received goods but for some reason, we not charged for them on the invoice
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RECEIPT
How to deal with a
 
Receipt
Buyer 
Seller
Check the 
figure match the payment
Check the figure match the payment
Record the 
payment
 in the 
Creditors
 account
Record the 
payment
 in the debtors account
file it away for future reference.
file it away for future reference.
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Quotation
Downtown Wholesalers Ltd
Water Street 27.8 The price of goods s usually given n a quotation. For srvices, however,an
Clonakitty estimate might be given rather than a quotation. A quotation s an amount
Co Cork thatisfixed, but an estimate s a fgure that shows the likey price but
Te: (091) 6543276/ Fax (091) 7896543 o
Emait: offico@downtownwholesalers.e

Govaiiommiolondas Why do you think goods are quoted for but services are sometimes

estimated rather than quoted?
061112016

To: O'Brien Electrcal Ltd
12 Main Street 3 Order

Tim Once the buyer has decided which business
CoMeath offers the best prices and terms,they will lace
an order for the goods. They may order all the
items on the quotation, or just some of the.

Edco Resources @

Quantity | Description Modelno.  Unitprice€
10 Windspool dishwashers DWs00 20000
15 Windspool washing machines - WM350 15000
50 | Meteor electric blankets £8776 5000

These prices are valid for orders within 21 days.

Al goodsncude. 5 trade discount Carriage pad.
VAT rate:20% Anorderisa witen document st by buer o sl questiog he — [[PSTETTESN

Payment terms for frst order: Cash on delivery supply of a quantity of goods isted
Subsequent orders may be given 30 days'credit on receipt of bank and trade references
signed: Robert Walsh The order might be made by telephone, email, on an order form or by letter. A record

should be kept of the order
Sales manager

S
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Figure 27.5 shows an example of a delivery note.

Delivery Note
Downtown Wholesalers Ltd
WaterSteet
Clonakity
Co Cork
Tol: 091) 6543276/ Fa (091) 7896543
Email:offics@downtownwhalesaler e
‘i downtownwhalesalerie

1512016
To: O'Brien Electrical Ltd
12 Maln treet
Trm
Co Meath

Quantity | Description Modelno. | Unit price€
10 Windspool dishwashers DWs00 20000
15 Windspool washing machines  WM350 15000
50 | Meteorelectric blankets £8776 5000

Comment: Received the goodis in excellent condlition.
Signed: ) araes O Brien
James OBren, Purchasing Manager

Figure 27.5 An exampl of a delvery ot

Bookshell  CrapierList ReadAloud  Pagelist
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5 Invoice

An invoice wil be sent either with the delivery or by post.

‘The invoice is a document sent by the seller
tothe buyer with the goods or shortly after
the delivery of them. It gives details of the
‘quantity,price of the goods being sent, terms
of sale and detals about carrage.

The invoice acts as the final bil for the goods delivered.
The invoice must contain the following information:

> The name and address of the supplier

> The name and address of the buyer

> Aunique invoice reference

> The date the Invoice was issued

> Acomplete st of the products or services provided

> The netamount owed for the goods (ie. not including VAT)

> The total amount of the invoice

> The payment terms of the involce,including detais of cash discounts. This

discountis an extra reduction f the buyer pays within a short time period, eg. 5%
in 14 days.

NG
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Invoice 3 On receiving an invoice: Before sending out an invoice:
Downtown Wholesalers Ltd
Water Street
Clonakilty

> Checkagainst the delivery > Match the goods lsted
note against the order
Check the prices are the same Check the prices match the
o a5 on the quotation quotation

Tel: (091) 6543276,/Fax (091) 7896543
BT TNMAINE Check calculations Check the discounts and

‘www downtownwholesalers e Record details inthe terms of sale

VAT registration no. IE494037) (purchases) accounts Check the customer's name
File the original fr reference and address

Check calculations

To: O'Brien Electrical Ltd Record details i the (sales)
12 Main Street accounts

Trim

CoMeath

Date: 15/11/2016

Edco Resources @

File a copy for reference

Yourorder number 554
27.9 What are the advantages to the seller of sending an invoice by email?
Quantity | Description Unit price (€) | Total (€)
10| Windspool dishwashers 20000 | 200000
15| Windspool washing machines 15000 | 225000 6 Credit note
50 | Meteor electricblankets 5000 | 250000
Total (excluding VAT) 675000 Acredit noteis a document that i sent by the selle to the buyer to
Discount at 10% 67500 decrease the amount owed. It s issued when goos that have been

subtotal 607500 purchased on credit are returned to the seller and it would not be

AT T21550 appropriate to provide a cash refund.

ESOE | Invoice total COD 729000

Downtown Whalesales L, regtared o 44037, registered st WterSreet, onakdty, Co Cork “The credit note s sentif any of the following
situations arise: §=
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"An order might look similar (o the one shown in figure 27.4
Effective purchasing i about buying the right goods,atthe right time, at the right
price, n the right quantity and of the right qualiy.

Order
O-Brien Erecrricas Lo Stock control

12 Mai Saeer An efficient business must engage in stock eontrol and willry to ensure the

Tam optimum stock level at any given time. This simply means that they do not have too
Co Meatn ‘much or too little stock.
TEL (046 1234566/FAX (046) 9876544
EMAIL: OFFICE@OBRIENELECTRICALIE
WWW.OBRIENELECTRICAL IE

When deciding on the right evel of stock to keep, a business should consider the
following factors:
> Storage: Does the business have enough space to hold the required level

1011172016 of stock?
Costs: Carrying greater levels of stock will mean that Insurance costs
willincrease.

Edco Resources @

To: Downtown Wholesalers Ltd
Water Street

Clonakilty Level of customer demand: A business may have to stock up on extra products,
CoCork eg.atChristmas.

Lead time: How long does it take for an order to be delivered from their supplier?
‘The longer the dellvery time, the more stock a business will have to hold.

Type of stock: That is,whether it is perishable or durable. If a product wil go off
10| Windspool dishwashers DWs00 quickly e.g.vegetables, milk, etc. a business will be able to carry only a lmited

15| Windspool washing machines | WM350 amount ofstock at any given time.

Please supply the following goods as per your Quotation No. 76.

50| Meteor clectricblankets  €8776 The major cost associated with having too e stock (known a5 a stockout) s
Signed: )anmes OBrien potential for loss of sales.
James O'Bren, Purchasing Manager

Example ofanorder

)

. 1640
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Credit Note
Downtown Wholesalers Ltd
Water Street
Clonakilty
Co Cork
Tel: (091) 6543276/ Fax (091) 7896543
Email office@downtownwholesalers.je
i downtownwhalesalersie
VAT registration no. 494037
1611716
To: OBrien Electrical Ltd
12 Main Street
Tim
CoMeath

Ref.Invoice number 10524

Quantity | Description Model No. | Unit price (€) | Total (€)
3 Windspool dishwashers | DWS00 20000 | 60000
(Gamaged)

Total (excluding VAT) 60000
Trade discount 10% 6000
Subtotal 54000
VAT 20% 10800

EROE | Total(including VAT) 648.00

Domonn Whlesslers L, regitered i 494037 regered t WaterSree,Conakty o Cork

Bookshell  CrapierList ReadAloud  Page st
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Adebit note s sent by the selle to the buyer and willincrease the
amount owed. It is used when there has been an undercharge on
an account.

“The debit note s issued i either of the following situations arise:

> Ifthe buyer has been undercharged
> Ifthe buyer received goods but was not charged for them on the invoice.

Figure 27.8 shows a debit note.

Debit Note
Downtown Wholesalers Ltd
Water Sreet
Clonakitty
o Cork
Tel: 091) 6543276/Fax (091) 7896543
Emal: office@downtownwholesalers e
. downtownwholesalersie
VAT registration no. 1E494037)

1811716

Tor O'Brien Electrical Ltd
12 Main Street

Trim

CoMeath

Ref. Undercharge on Invoice No. 10524

Definition

NG

Edco Resources (

)

™)

17:40
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Dealing with the debit note

Buyer (incoming) Document
On receiving a deblt note: Debit note

> Check calculations.

> Record the increase in the
‘amount owed to creditors in
the accounts

> File the original forreference

8 Statement of account

Astatement of account i sent by the selle to the buyer and is a summary
of allthe transactions between the twa firms over a particular period of
time. It shows the full amount owed and willact 2s a demand for whatever

payments still owed.

“The method used in the statement of accountis known as the continuous

balancing method.

Seller outgoing)
Before sending a debit note: Statement of Account

> Check calculations

An example 8

Downtown Wholesalers Ltd
‘Water Street

> Record the increase in the Clonakilty
amount owed by debtors in Co Cork
the accounts
> File a copy for reference Email: office@downtownwholesalers.je

The statement works on the following rules/assumptions

Tel: (091) 6543276/ Fax (091) 7896543

www downtownwholesalers.
VAT registration no. IE494037)

30n1/16

[ Detinition | e

12 Main Street
Trim
CoMeath

Date | Details Debite | Credite
1MN6 | Balance
15/11/16 | Invoice No. 10524, 729000

Balance €
320000
1049000

16/11/16_| Credit Note No.836

‘The balance shown at the start of the month/period is the amount owed by 18/11/16 | Debit Note No. 88 27000

the buyer to the seller at that date.

EROE

Any entry in the debit column will increase the amount owed and is added to
the previous balance in order to get the new balance.

Any entry in the credit column will decrease the amount owed and i subtracted

from the previous balance in order to get the new balance.
The fast balance represents the amount owed as on that date.

P Type here to search

Terms: 4% 14 days

984200
1011200

Downtown Whalesales L, registared o 494037, regstered atWater et Clonakdty,Co Cork

Figure 2.0 An examle o a satement of account

NG
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To: O'Brien Electrcal Ltd

12 Main Street 5

Trim Debit Note

CoMeath Downtown Wholesalors Ltd
Water Sreet

et Invoice number 10524 Clonakitty

Co Cork
Quantity Description Model No. | Unit price (€)  Total (€) Tel: (091) 6543276/Fax (091) 7896543

3 Windspool dishwashers | DWS00 20000 60000 Email: office@downtownwholesalers.je
(damaged) www downtownwholesalers.ie
VAT registration no. IE494037)

Total(excluding VAT) 60000 181116
Trade discount 10% 000 To: O'Bren Electrical Ltd
Subtotal 54000 12 Main Street
VAT 20% 10800 Trim

ESOE | Total (including VAT) 648.00 e Meatty

Edco Resources (

Domonn Whlesslers L, regitered i 494037 regered t WaterSree,Conakty o Cork Ref. Undercharge on Invoice No. 10524

Quantity | Description Model No. | Unit price (€) Total (€)
50 | Meteor electric blankets | EB776 500 25000

Figure 2.7 An example ofa crodit ot

Dealing with the credit note

Buyer (incoming) Document | Seller (outgoing) Total (excluding VAT)
Onreceiving a credit note: Creditnote | Before sending out a redit note: Trade discount 10%

3 Checkthe detalls match the > Checkdetails match the Subtotl

returned goods returned goods NN

> Checkcakulations > Check calculations E8OE | Total including VAT)

> Record the reductionin > Record the reductionin Downtown Whoiessar L regisered o 494037 rgitered WSt o
amount owed to creditors in amount owed by debtor in

Bookshell  CrapierList ReadAloud  Page st
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10 Receipt

Recelpts should be filed away safely as
they may be required as proof of payment
inthe future.

& edcoleaming.ie/Book/Page?bookid=book4758chapterld=chapter298&ipageld=page316

[ oetiniion |

Areceipt isa written
document stating that the
goods have been paid for.
Itis signed by the sellerand
An example of a eceipt s given in given to the buyer.

figure 27.10.

Receipt
Downtown Wholesalers Ltd
Water Sueet
Clonakity
Cocak
Tel (090 6543276/ Fox (091) 7896543
Email: office@downtownwholesalers.ie
e owniownvholesalorso
VAT registation no.1E494037)

Date: 03/12/2016
Received from: O'Brien Electrical Ltd

“The sum of: Seven thousand two hundred and ninety euro (€7,290.00) for payment
of invoice number 0010524,

with thanks: Steven Monahan
Accounts Manager

Figurs 27.10 Anexampleof  receipt
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You should be able to define, spell ive examples and apply to reallfe each of
the following key terms associated with this topic.

Exercise: Write a sentence using each of the following terms. You may use more
than one of the terms In your sentence If appropriate.

528 effective purchasing

carriage paid invoice

cash discount

COD (cash on delivery)
credit note.

credit transfer

CWO (cash with order)
debit note terms of sale
delivery note trade discount
EROE (errors and omissions excepted) VAT

letter of enquiry
quotation

receipt

statement of account
stock control

NG
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