Business Transactions and Business Documents
Purchases and Sales
Effective Purchasing
Purchasing the right good at the right quantity for the right price at the right time will ensure a business purchases effectively. 
Purchasing and Selling Process using Business Documents
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Letter of Enquiry- BUYER
Find a suitable supplier and make an Enquiry. An enquiry is a request from a buyer to a seller for the price and terms of sale of certain goods. When the enquiry is received, the seller checks the current price of goods, checks if they are in stock, and if so prepares a quotation.
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Quote- SELLER
If happy, then get a Quote and use this information to make a decision about purchasing goods. A quote is a document sent by the seller to the buyer that shows the price of goods and terms of sale.
[image: ] Key Terms on Quotation: 
	Vat Reg No:
	Value Added Tax on goods and services. The number is provided by the tax office to each business that charges VAT

	Trade Discount:
	 A reduction/discount in the price given to trade customers

	Carriage:
	Cost of transporting goods from seller to buyer

	Carriage Paid:
	Transport cost included in the price

	Cash Discount:
	Discount for paying cash- encourages quick payment

	Ex Works:
	Buyer must pay for transportation of the goods

	CWO:
	Cash With Order- Payment of goods is required at the time of ordering the goods

	COD:
	Cash on Delivery- Payment required in cash on delivery

	E &OE
	Errors and omissions expected



Orders- BUYER
An Order is a standard document from buyer to seller to order goods.
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Invoice- SELLER
An Invoice accompanies a Delivery Docket and it is a bill sent by the seller giving details of how much the buyer owes and the other terms relating to the transaction.
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Delivery Docket- SELLER
The Delivery Docket accompanies an Invoice and it shows the quantity and description of the goods. The buyer is asked to sign for delivery.
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[image: ]Credit Notes- SELLER
A Credit Note reduces the amount the buyer owes the seller. 
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When does the seller issue a credit note?
1. If goods are returned for any reason- e.g. Faulty or damaged
2. Overcharging- Incorrect pricing/ calculation error
3. If the buyer was invoiced for goods that were not delivered
What is the use of a credit note?
1. Keep a permanent record of transactions
2. To correctly enter and record their day books and ledgers
Debit Notes-SELLER
A Debit Note is issued by the seller if the customer was undercharged for any goods delivered to him/her- which means the buyer owes the seller.
It is issued when:
1. The buyer was undercharged- €20 instead of €25
2. If the buyer received goods but was not charged for them on the invoice
Statement-SELLER
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Remittance Advice Slip-BUYER
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Receipt-SELLER
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Sales and Selling Price
This involves revisiting Mark Ups and Margins
Mark Up= Profit/ Cost Price x 100 (Profit as % of Cost)
Margin= Profit/Selling Price x 100 (Profit as % of Selling Price)
Questions
· Cost Price = €200, Selling Price = €40, Profit = €40
· Cost Price = €50, Selling Price =€25, Profit = €10
· Cost Price = €600, Selling Price = €500, Profit = €100
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INVOICE NO. 57

Tel 01 203498 Swift Products Ltd Vat Registration no.
Fax 01 203478 10 Main St IE 1234567W
Email swift@iol.ie Cobh, Co. Cork
To:
Joe Soap Ltd Date: 3/12/10
11 High St Your Order no. 567
Dingle
Co. Kerry
Quantity | Description Model No. | Price each (€) Total (€)
10 23" Colour TVs TV 023 200.00 2,000.00
20 DVD Players DV 345 150.00 3,000.00
30 Video Recorders VR 567 90.00 2,700.00
Total excluding VAT 7.700.00
Trade discount 10% 770.00
Carriage paid Subtotal (net) 6,930.00
Terms: 5% 10 days VAT 10% 693.00
E & OF Total including VAT 7.623.00

Note: When trade discount and VAT appear on a document the trade discount is always
subtracted before the VAT is added.
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Functions of the invoice

il

The seller uses the invoice details to write up the sales book and later posts
the details to the debtor’s ledger account.

The seller files a copy of the invoice to provide a permanent record of the
transaction.

The buyer checks the invoice against the delivery note to ensure that the
goods delivered are the goods charged for.

The buyer uses the invoice details to write up the purchas
posts the details to the creditor’s ledger account

The buyer files the invoice to provide a permanent record of the transaction.

s book and later
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DELIVERY DOCKET NO. 34

Tel 01 203498 Swift Products Ltd
Fax 01 203478 10 Main St IE 1234567W
Email swift@iol.i Cobh, Co. Cork
To:
Joe Soap Ltd 28/11/10
11 High St
Dingle
Co. Kerry
Quantity | Description Model No.
10 23" Colour TVs TV 023
20 DVD Players DV 345
30 Video Recorders VR 567

Received the above goods in good condition.

Signed: Zae Soeag Purchasing Manager
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Procedure to be followed when the goods are delivered
1. The buyer should examine the delivery note in detail to ensure:
(a) The goods being delivered are the goods that were ordered.
(b) The goods being delivered are the ones stated on the delivery.
note.
(©) The goods being delivered are the goods the buyer was charged
for on the invoice.

2. If everything is in order then the buyer should sign the delivery note
and return it to the seller.

3. The buyer is given a copy of the signed delivery note.
The seller can then use it to prove that the goods were delivered.
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! Credit Note No. 57
Tel 01203498 Swift Products Ltd VAT Registration No
Fax 01203478 10 Main St E 1234567W
Email swift@ioLie Cobh Co. Cork
To: Joe Soap Ltd Date: 12712102
11 High St
Dingle
CoKerry
Ref: Invoice no. 57, being an allowance for:
UANTITY | DESCRIPTION MODEL NO. |PRICE EACH (€)| TOTAL€
rs b3” Colour TVs Tvo23 200.00 |1.000.00
2 DVD Players DV 345 150.00 | 300.00
10 [VideoRecorders VR 567 50.00 | _900.00
Total excluding VAT 2200.00
Trade Discount 10% 220.00
Sub-total (Net) | 1.980.00
Carriage Paid os00 |
o Totat o VAT 0% 19800
otalincluding VAL | 5 175 00,
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Notes

1. The balance shown on the 1st of a month is the amount owed by the buyer
at that date.

2. Any amount entered in the debit column is added to the previous balance to.
show the new balance.

3. Any amount entered in the credit column is subtracted from the previous
balance to show the new balance.

4. The phrase Terms 5% 10 days means that a discount of 5% will be given
if the buyer pays the full amount owed within 10 days of the date of the

statement.
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A statement is

ent by the s
buyer. It shows the opening balance (any money owed at the start of the period) plus
details of all the transactions between the seller and the buyer during that period. It acts
as a demand for payment of the amount owed.

ller to the buyer and shows the full amount owed by the

STATEMENT NO. 96
Tel 01 203498 Swift Products Ltd Vat Registration no.
Fax 01 203478 10 Main St IE 1234567W
Email swift@iol.ie Cobh, Co. Cork
To: Joe Soap Ltd 20/12/10

11 High St

Dingle

Co. Kerry
Date Details. Debit (€) Credit (€) Balance (€)
1/12/10 Balance 5,000.00
3/12/10 Invoice no. 57 7,623.00 12,623.00
5/12/10 Credit Note no. 34 2,178.00 10,445.00
Terms: 5% 10 days
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Remittance advice slips
The word remittance means payment. A remittance advice slip is often attached to a

statement. The buyer returns the slip to the seller when paying the amount owed.

s a pre-printed document attached to a statement.

A remittance advice s|
that is returned by the buyer when paying the amount owed. It shows the
amount due and a reference number that makes it easy for the seller to identify

the debtor’s account.

REMITTANCE ADVICE SLIP NO. 54

To:
Joe Soap Ltd Your Order No. 567
11 High St Invoice No. 57
Dingle Statement No. 96
Co. Kerry

Total amount due:  €10,445.00

Payment due by: 31/12/10
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Receipts

The sole function of the receipt is to act as proof of payment by the buyer.

RECEIPT
Swift Products, 10 Main St, Cobh, Co. Cork.

Date 12/1/11

Received from Joe Soap Ltd
Ten thousand, four hundred and forty-five euro only

The sum of €10,445.00

With thanks  Swsasxee Grece
Suzanne Green, Accounts Manager
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Summary of business documents exchange

| Letter of enquiry —

e Quotation )
| Order =
= Invoice )
BUYER - Delivery Note )} SELLER
= Credit Note
> Debit Note |
> Statement )
| Remittance Advice Slip plus Payment =5

R Receipt )
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Joe Soap Ltd Telephone: 345876
11 High St Fax : 345067
Dingle email soap@iol.ie
Co. Kerry VAT No. |E 9876545
To: Swift Products Ltd
10 Main St
Cobh
Co. Cork
2111/10
Dear Sir / Madam,

Iwish to purchase the goods listed below and am seeking a quotation detailing
your best prices and terms of sale for same.
10 23" Colour TVs
20 DVD Players
30 Video Recorders
Yours sincerely,
foe Seag
Joe Soap
Purchasing Manager B
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Quotatio

QUOTATION
Tel: 01 203498 Swift Products VAT Registration No.
Fax 01203478 10 Main St |E 1234567W
Email: swift@iol ie Cobh Co. Cork
To: Joe Soap Ltd Date:_23/11/10
11 High St —
Dingle
Co. Kerty

‘Thank you for your enquiry. The following are the current prices for the goods referred.
toin your enquiry

Please note that all goods are subject to trade discount of 10% A VAT rate of 10%
currently applies to all goods

10 237 Colour TVs TV023 200.00
20 DVD Players DV345 150.00
30 Video recorders VR567 90.00

Carriage paid: E & OE. Cash discount 5% 10 days m
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ORDER NO. 567

Joe Soap Ltd Telephone: 345876
11 High St Fax: 345967
Dingle Colh cem i
Co. Kerry VAT No. IE 9876545
25/11/10
To: Swift Products Ltd
10 Main St
Cobh
Co. Cork
Please supply the following goods:
Quantity Description Model No. Price cach (€)
10 23" Colour TVs TV 023 200.00
20 DVD Players DV 345 150.00
30 ideo Recorders VR 567 20.00

Your sincerely,

Joe Soap

Joe Soap
Purchasing Manager E & OE
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Note that the order is one of the few documents that must be signed.

The order number is very important because it may have to be referred to if there are
queries concerning the order at some time in the future.

Credit worthiness

When a firm sells goods on eredit it runs the risk of incurring bad debts, i.e. the
buyers may not pay for the goods. Therefore before selling goods on credit to a
new customer, the firm should take steps to reduce the risk of non-payment. This
can be done by:

1. Asking the customer to supply a reference from other firms that had
previously supplied goods on credit to the customer.

2. Asking the customer to supply a credit reference from his or her own bank.

3. Checking the customer’s credit history with The Irish Credit Bureau. This is
an organisation that holds information on the credit rating of individuals and
companies based on their history of repaying loans.





