Scenario Analysis No. 18 — Managing collections as deposits before
invoices are issued? What you can do to ensure proper recording for
your business!

In business, sometimes it is expected that the customer to pay deposit
upfront. The invoice is only issued later when the service/item is delivered
and the remaining balance paid. How to track the transactions to ensure
that for every invoice issued by the business, the deposit payment and the
remaining balance payment are accordingly linked to the invoice.

Below is my proposal on how, system-wise, the transactions can be
managed. Effectively, the two receipts for the cash received are to be
identified as payments for the single invoice issued. With this approach, all
invoices are accounted for (together with the delivery of services/items by
the business to the customer) and the payments are correctly and fully
received by the business. The example is from an SME dealing in motor
vehicle insurance.

DEPOSIT TRANSACTIONS:

STEP 1: Issue “Received Payment” for the cash received as deposit
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Select the correct “Received In” and “Received From” from the displayed list to denote “Who
receives the cash” and “From whom the cash is received”.

Select the “Items” as appropriate to denote “deposit”.
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After “SUBMIT” check that the accounting entries are as expected; cash received from “Sales
Revenue — Deposit”.

DR Cash — <staff> CR Sales Revenue - Deposit
Screen-shot of the transaction is as per below.

DO NOT APPROVE THE TRANSACTION YET! (This receipt shall be matched with the invoice created
later).
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STEP 2: Issue “Invoice” when the Cover Note is issued

Enter the Customer Account identified by the staff handling the transaction. Select the correct
“Item” as appropriate.
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After “SUBMIT” check that the accounting entries are as expected; cash receivable from Customer
Account identified by the staff handling the transaction arising from “Sales Revenue — <insurance

co.>”.
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Transaction Date 11 Jan 2017
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Review the “Pending” transaction for the invoice and “Approve” if the entries are in order.
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STEP 3: Issue “Received Payment” when cash is received for the remaining balance.

Go to “Revenue”, “Issued Invoices”, “My Location” to display the list of all invoices

Select the required invoice, and click on “Receive Payment”.
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Click on “Receive Payment” and update the requisite information.
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Copy the details of the invoice and paste into the “subject” field. Under “Item” click on the “Add
Item” button.

In the new line, select product “Sales Revenue — Deposit”. When entering the “Unit Price”, ensure
the figure is negative which denotes that the cash from deposit is applied against the “Invoice”. The
effect is the amount for the receipt is the net amount.
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After “SUBMIT” check that the accounting entries are as expected. Click on “+Add debit” to create a
new line. In the new line enter the deposit details and the amount received earlier as deposit.
Change the figure for “Customer - <Staff>” to the amount as per the cover note.



Click “SUBMIT” to proceed.
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DO NOT APPROVE THE TRANSACTION YET!

STEP 4: Match the Deposit “Receipt” to the “Invoice”
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Select the required receipt from the receipt issued list



@ OfficeCentr X | @ OfficeCentr X | @ OfficeCentr: X | @ OfficeCentr X { @& OfficeCentr X | @ OfficeCentr X ¢ @ OfficeCents X @ OfficeCents X | @ OfficeCentr X -

|

Apps @ Maybani2u.com O Imported From [E i« The Star Online | Mai-  AST Home | New Straits T @ OfficeCentral : Your i [ Facebook - Log Inor i YouTube Other boskmarks

& C | @ Secure | httpsi//v2.officecentral.asia/acco

o REVISION: CULTURE:

SRy [ e | (ke |+ TG o Ao . T Moo T s T I

Logged as: INS-TD CEO (INS-TD) | 4 0

Debtors

Issued Invoices

Issued Invoices (7]

e iy |
Receipts Overall
Credit Notes My Location
Debit Notes B AddNew

Flaim Bad Noht Boliof

o Delivery Orders

Downlog
InvoiceS™

HOW Al PAID || UNPAID = REJECTED

Advanced Search [v|

Transaction , Invoice , Debtor ¢ Currency & Invoice Date Date Invoice Status ¢ Action ¢ Download
Date i No i o

Amount ©|  Issued bue °  Info

fiftps://v2. officecentral ssia/accounting/sccountingreceipts? 1000.00 11 Jan 2017 Not Yet Due

10 Feb

11:223PM
112017 %

@ OfficeCentr X % @ OfficeCentr X & OfficeCentr X @ OfficeCentr X & OfficeCentr X @ OfficeCentr X @ OfficeCentr X @ OfficeCentr X & OfficeCentr X ad X
< C | @ Secure | https;//v2.officecentral.asia/accounting/accounting * @ i

Apps @ Maybank2u.com On Imported From [E i+ The Star Online | Mai-  AST Home | New Straits T @ OfficeCentral : Your It [ Facebook - Log Iner I YouTube Other boskmarks
SVENPSNI | opcnses | - | TRANSACTIONS | v || CHART OF ACCOUNTS | » || ASSETS | || REPORTS | » || GSTREPORTS | + = CONFIGURATIONS | = nee | S

[Fome | Looged as: INS-TD CEO (INS-TD) | % 0

APPROVED || PENDING | REJECTED

Advanced Search [v]

26 - - H REC-A/2017/17

Transaction flate -~ RefNe 2 Inveice Details ¢ Description * Account ¢ Status ¢ Currency & Total & ' ceipt ¢ TaxInvoice * Official Receipt

11 Jan 2017 Without Invoice deposit received  Customer-  Pending  MYR 650.00 1 Notaxinvoice  E]E]H]
e

cific

REC-
A/2017/17

First Previous 1 Next LastJ

Chat with us A

Mobile View b Top -

11:24 PM
ENG JJPM

Click on “Edit”
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At the URL address, insert “connection” after the words “Edit” and press enter. Click “+Add invoice”
to and select the required invoice reference number. Enter the amount for the deposit.

@ OfficeCentr: X { @ OfficeCentr X | @ OfficeCentr: X | @ OfficeCentr X | @ OfficeCentr X | @ OfficeCentr X

@ OfficeCentr X @ OfficeCentr X & OfficeCentr X ad X
< C | @ Secure | https//v2.officecentral.asia/accounting/Accountin *| @ i
i Apps @ MaybankZucom On Imported From [E %+ The Star Online | Mai:  AST Home | New Straits T @ OfficeCentral : Your |1 [ Facebook - Log Iner B YouTube Other boskmarks

BRI
tE 0%

[YSV=TN=SM | EXPENSES | -~ | | TRANSACTIONS

REVISION: CULTURE: =

DASHBOARDS

CHART OF ACCOUNTS | ~ | | ASSETS

Logged as: INS-TD CEO (INS-TD) | 4 0

LoGouT

Receipt

Ref No
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Click “Update Connection” to proceed.
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APPROVE THIS PENDING TRANSACTION.

STEP 5: Review all related information

CASH LEDGER = 650 + 350 = 1000
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1-02/000005 : CASH - Pacific

Date Transaction Ref No PaymentNo | Description Debit Credit Balance
Number i
Opening Balance (12 December 2016) | - 0.00
11 Jan 2017 REG-A/2017/17 deposit received 650.00 0.00 650.00
11 Jan 2017 REG-A/2017/18 payment for balance (INV-A/2017/10) WPF9762 350.00 0.00 1,000.00
TOTAL CASH - Pacific 1,000.00 0.00 1,000.00
| Z
Mobile View

- Sh
NS o

CUSTOMER - <Staff> LEDGER = 1000 — 1000 = 0
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1-04/000005 : Customer - Pacific

Date Transaction Ref No PavmentNo | Description Debit Credit Balance
Number :
Opening Balance (1 January 2017) | - 0.00
11 Jan 2017 INV-4/2017/10 WPF9762 1,000.00 0.00 1,000.00
11 Jan 2017 REC-A/2017/18 Payment for balance (INV-A/2017/10) WPF9762 0.00 1,000.00 0.00
TOTAL Customer - Pacific 1,000.00 1,000.00 0.00
| J
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DEPOSIT LEDGER = 650 - 650 =0
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6-01/000005 : Sales Revenue - Deposit

Date Transaction Ref No PavmentNo | Description Debit Credit Balance
Number
Opening Balance (1 January 2017) | - _ 0.00
| 11 Jan 2017 REC-A/2017/17 deposit received 0.00 650.00 650.00
| 11 Jan 2017 REC-A/2017/18 Payment for balance (INV-A/2017/10) WPF9762 650.00 0.00 0.00
TOTAL Sales Revenue - Deposit 650.00 650.00 0.00

SALES REVENUE LEDGER = 1000
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6-01/000004 : Sales Revenue - Pacific

Date Transa: Ref No Payment No Description Debit Credit ! Balance
Number i i
Gpening Balance (1 January 2017) ooo
11 Jan 2017 INV-A/2017/10 0.00 1,000.00 1,000.00
TOTAL Sales Revenue - Pacific 0.00 1,000.00 1,000.00

Note: GNZ shall be organizing a seminar for SME entrepreneurs on 24 January 2017 at Bangi
gateway. For more information and registration please visit our website or contact me at
gazali.jaafar@gmail.com.

GNZ.



