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COMMON TRANSACTION PROCESSING SYSTEMS
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£
in this-handout we will examine common transaction processing systems which are related to.
accounting In that they store and process transaction data (often financlal) related to purchases and
sales of goods. Such systems would be Implemented, for example, In a distribution company (e.g.,
awarehouse), butthey would afso be part of the system support In a manufacturing environment. A
number of these systems Interact with each other, such that the output of one system is the input to

another. ~

i

We assume thatthese systems are inawholesale, rather than a retall environment, and, thus, gredit

- sales rather than cash or credit card sales are the norm. :

REVENUE CYCLE SYSTEMS:

Order Entry System

An order comes in from a customer {usually a kr'fown. regular customer with established credit) for
(a) specific quantity (les) of one or several goods. The order may come In by telephone to the order

entry clerk, or it may be malled in on a purchase order, '

Upon entry of customer 1D, the system checks If it knows the customer, and, probably, if the customer
has avallable credit. If all is OK, the product informatlon is entered, This system must interact with
the Inventory System to check If all items ordered are avaliable for sale. If so, the quantity avallable
Is decreased appropriately; If not all items ave avallable, a "back order® must be created and stored.

Then, a plcking slip Is printed, which shows warehouse personnel the locations on the floor of the
ordered items and the optimum sequence for picking and packing them. Then, the system prints a .

packing slip which will identify what goods are being packed and sent. It may also produce a billof
lading for tho transportation {trucking) company. As well, an invoice (bill) raybe printed at this time.
However, the involce Is not packed with the goods, but sent to the Accounting Department of the
customer company. The Invoice Information must then be sent to the Accotints Recelvable system,

whilch will record that the customer has a debt toward us.

The system can produce a number of reports, e.¢. an Qrder Filling Report and a Back Order Report,
on orders that have not yet been fllled. : ‘.




Key Data [tems

Entered: . Retrieved;
Business Order Numbser (ours) Customer name

Customer Number :
(Customer) Purchase Order Number

Customer address
Order-fill date Credit limit
Method of payment Salesperson
Product Number : ‘ Product name
Quantity Ordered - : Product description
Method of Shipment . Unit price

Q. on hand (for sale)
Q. on back order
Q ordered fr., vendor

~ Packing info.

The Order Entry system allows us to answer customer Inquirles about the status of thelr order.
At fimes, the OF system might be used by salespersons with laptop computers and & modem
sonnection Jsales force automation]. Also, the Invoice may be produced elther by Order Entry, by

Accounts Recelvable, or a separate Invoicing subsystem.

Accounts Recelvable System

The A/R system keeps track, in detall, whigh gustomer owes us how much money, and fo which
Involce the owed amounts belong. 1t connects with the summary "Accounts Receivable" controliing

account in the General Ledger (central accounting system).

When an Invoice is printed and sent, information must be sent (from Order Entry) to the A/R system
to create and save the rocelvable. Here, information such as Involce number, Invoice date, total
product charge, discount, freight charge, and Insurance charge are of key importance.

When the customer'sends In a remittance slip (part of the Involce) along with a cheque, the Customer
.Cash Recelpt section of the A/R must have Input to it involce number, chegue number, date of
cheque, bank number, payment amount and discount amount.

Informatlon on any returns of merchandise from customers Is also entered Into the Accounts
Recelvable System, :

The main value of the A/R system Is its detalled record-kesping on "who owes what', and In its
connecting that informatlonto the General Ledger-Also, the A/R system produce monthly statements

to each of the customers, summarlzing monthly activity. _ -
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As wall, A/R produces valuable reports, especially involving an aging schedule, which shows which

customer owes how much for how long. Also, on-screen displays are possible, such as & display
which poinis out whether a credit or payment has I:_:een applied to an account,

Kev Data ltems -

Transmitted: Retrieved:

Customer number (upon sale) : ) Customer name
Invoice humber Customer address ™
Invoice date :
Product charge

Sales tax

Cash discount

Total invoice charge

Remittance number (upon payment)
Involee number

Date of remittance

Cheque date

Cash payment

Cash discount

EXPENDITURE CYGLE SYSTEMS:

Purchasing & Receiving System
(Purchase Order Processing)

The Purchasing module Is used by the Purchasing Department (buyers), after recelving a Purchase
Requisition from the Inventory Department (the “floor"}, This department Is to negotiate the most
advantageous terms of purchase. Then, a Purghase Order is produced and sent to the vendor, .
Product data in the system Is updated.with "on-order” information,

i The Receiving module s used by the Recelving Department, which recelves goods previously
~ ordered. It verifies that the shipment from the vendor s correct and tells the warehouse crew where
to-stock the Incoming Inventory. By using this system, the company Is able to verliy that an
outstanding purchase order has been filled, an on-order quantity has been recelved and a vendor

Involce can he paid,

A packing slip comes In from the vendor, as patt of the packaged order. A recelving slip may be
manually prepared summarizing the number ordered, number recelvaed, number defective etc.
Information ts then entered into the Recelving module, and appropriate stored data is later updated.
Stock tickets maybe printed, with instructions as to where on the warehouse floor the newly recelved

material should be stocked.
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Other reports may Include an gpen order report listing all purchase orders not yet recelved andthelr
expected arrival dates, and, possibly, a back order report listing all stock items on back order.

Key Bata Hems

Entered: Retrieved:
Purchase Order No. {upoh purchase)  Vendor Name
Date . , " Vendor Address
Req. date of dellvery _ Terms of payment
Vendor No. Product Name
Product No. - Price

Quantity . Discount

' Q on order

Regceaiving Slip No. (upon receipt) . Qon hand

Vendor's Packing Slip No,
Date of recelpt
Purchase Order No.
Vendor No.
" Product No.
Quantity Recelved
Quantity Rejected and Returned

Inspection No.

Inventory System

Note that the inventory Is affected by the Order Entry system (taking out) and by the Purchasing /
Recelving system (putting In). The Inventory system takes care of re-ordeting and adding stock. It

‘produces a Purchase Requisition when the stock level Is low. This requisition Is forwarded to the
purchasing (buyers) department, where the Purchasing 8ystem s usedto produce a Purchase Order.

When the Recelving system sends stock recelpts information to the Inventory system it can then
update the stored Information on the products Involved, changing quantities on order to quantitles on

hand.

. This system can be programmed o order stock automatically after the level of stock on handreaches
a specified figure (when fo order, how much to order, from whom to order). There can be separate
systems for raw materials, work-In-progess, andfinished goodsin & manufacturing erganization. The
goals of Inventory management are fo malntain as low a level of Inventory as possible without

having stockouts too often.
Thesystem producesa vatiety of valuable reports and on-screen displays. The Stock Status Report

provides a summary of Inventory activity for the period and contains information suchas quantity on
hand and on order, quantity on hand that has been allocated, average unit cost, for each ltem,
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The Inventoty Analysis Report examines the performance of stock items to determlne whether the
supply of stock Is tao high, and whether the turnover of stock appears low (t.0, - number of fimes the

stock carried in Inventory can be sold during the year),

Key Data ltems

Entered: ' Retrieved:
Product No. Reorder info.
Q to release (from OF)

Q recelved

Reorder point

Stock adjustments

" Accounts Payable System
The Acoounts Payable System is simllar to A/R, except It refers jo Involces whigh our company will

havs 1o pay, rather thap Invoices which our customers will have to pay. Itls a 'subsidiary ledger’,

carrying detalled data from every Invoice, and connecting the summary to the General Ledger of
accounting. ’

This system provides vendor (creditor) account Information, and prepares cheques to vendors.
itfigures out the last day on which an invoice can be paid and still earn the Indicated discount. Amain

issue Is the availability of cash, Information from the finance department will advise which discounts -

can ba taken this perlod etc.

AJP gots Information (input) on what has been received and accepted, along with the estimated cost,
from the Recelving subsystem. It then matches this information with the contents of the vendor
Involce, the second [tem of Input. Differences may resultfrom the actual cost being differentthanthe
estimatad, Approved payabies data are stored, and later, cheques are printed (by the Cash
Dlsbursements section of A/P), along with a variety of raports (e.g., the Accounts Payable Schedule)

and displays.

- For example, the Cash Heggi(émentg Display shows, on the screen, how muich cash is needed to
pay open Involces and 1o take advantage of all cash discounts. Another display refers to open

invoices (yetunpald). Note that this type of informatlonrelates to detalled daily transactions, and can
be quite voluminous.




Key Data liams

Transmitied: Retrieved:
Product number Vendor info.
Vendor number

Q recelved

Estimated cost

Entered:

Vendor order no.

Purchase order no. (ours)

Involce number

Invoice date

Due date : .

Dollar total : -
Cash discount

Qther Sub-Systems

Two other subsystems related to the expenditure cycle are the Fixed Assets System and the Payroll
System. o :

The Fixed Assets System malntalns records of fong-term assets of the business {(e.g., bullding,
machinery). It keeps track of the ariginal cost and the amounts allocated to depreciation (assigned

as an expense each year).

The Payroll System processes detailed wage and salary information and baslc employee dala. it
prints cheques for the employees.

S0, when we are trying to answer the question: "How do computers help a business?", we have a
starting point (here, we conslder a merchandising (buy and reseli) business). We know about the
revenue-related systems: Order Entry / Invoicing, Accolints Recelvable / Cash Recelpts, and
tho expenditure-related systems: Purchasing / Recelving, Accounts Payable / Cash
Disbursements, ihventory. ' -

Also, there Is a very important transaction processing system which ties together Information from
_ both revenues and expenditures, This Is the mainaccounting system for the business, knownasthe

General Ledger System.

Look now at the dlagram on the néxt page This summarizes sverything very clearlyl
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SALES ORDER

- Alpha Omega Electronles
-5 2431 Bradford Lane
- St/ Louis, MO 631052311

Sald Yo: - Iiui_uivé.{lr:e Gty o Ship T‘“
35 Anpliance Woy . B '
Phoenix, AZ 85201

Hardware City
6742 Mesa Dr,
Mosa, AZ 85284

12345

Date:” | Customer Purdiase. Sulesperson

R

cohe o F Order No, o
Mo 17,1
2003 0 ,

S]n_ippf_ij_:g""'I_l_asuudlons:
Rush

Al ] : Q.uqm'i.l'y:-. i
41 Quuntity - ;Gunmi?r Back | ltem .
3| Ordored | ‘Shipped | Ordered - | ‘Mumber | Dostriplion

Unit .
Price -{ Amiount -

j0 f:':f_ﬂ{} 1T Caleolator
L B RE Pager

17.95 | 179500 -
49.95 | 249750

Thank Youl.

“Figure 115 Sample AOE sales order
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“Figure 11-7  Samplo bill of lading




Invalca Nuimbor

34567
tHVOICE
Alpha Omega Elecisontes
2431 Brodford Lona
). Louls, M0 631052311
| | SoldTo: Ship To:
Rardwats Gty Herdwara City
35 Apgonce Yigy N §742 Hesa Dr.
Phoenlx, ATBS201 Heso, A 85284
(_ds!omur Our Sﬁlﬁs Tols S.I;_irpped FOB Terms Solesperson
Ordor # Order # - Shippod Via .
7281 R Morch 20, Our Truk Destingtion | 1710, m
Hst 30
it i : . .
50 315 Poger 4985 2497150
Pay This Amount 4192050

Thank You!

- ":_lg_iw."'*_'.a 11-9  Sample AOE sales invoice




MONTHLY STATEMENT . -

Alplia Omegu Elocironics
243 Bradford Lane

¢ St. Louis, MO 63105-2311

Hardwa " (uy L

35Applmnce Wuy

Phoerix, A 85201

/2003

y21/204

234650

/e
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ALPHA OMEGA FLECTRONICS
| o __ PURCHASE REQUISITION -
Date Pre-pt;rpd§ . Prepnred by: ﬁﬁgges!ed Vendor:
07/02/2003 Harold Brown TET | Best Offico Supply

 Attentlon: Dato Noeded:
Harold Brown 7/ ] 5/ 2003

No. 89010

Deliver To;
Copy Contor

32047 | V5 boxes _'-Xerax 4200 pnper, 20 Wi, iO ream hox $33.99
80170 | 5boxos | Moors 2600 continuous form, 20 b $31.99
81756 | 20boxes | Dysun 100 HD diskettes, hox of 10 $ 6.49
10407 | 10 IBM 4207. Proprimsf rihhon, black . $ 899

-Approved by. : 'De;mrlmani. | Date Approvad Account No.:
- -Susan Chen Admln Sewites 07/02/2003 ‘}1887

- :_‘_.f,ﬁwaﬂﬁwfﬁ%

A
St ]

\:w.-’.a\.e.mw&xmw&wwmﬁmmwmm\%mwW\.ﬁm\w&m%m%mnaw

Fi’g re.lz 3 Sample AOE purch'lse lequlsmon (items in bold are preprmted)




Geisaeayg

e / ;"'}/.-//ﬁ'fr?a.r" .r:o,- 7

Bllitng Address.

A!phu Omegu Elactronles

2431 Bradford Lane e
S, Louls, MO 63105-23] 1

(3!4) 46?-2341

PURCHASE ORDER

Refawnco the above number on all
“Invoices {md sh!ppiug documents

Ho. 2463 :

To:  Besl Oifite Supply

4567 01

g Sh!p Tos

AOE, tnc.
3735 Sondy Dr.,

"

M0 63112-2345  Daylon, OH 334212243
Vondor Orderlnut_a_::_'_jﬁ""z ‘Requisition Buyer: Yorms:
a2 07/03/2003 - __s_q_mo frod Mozan 1/10,0/30 -
£0.5, | shpvie:
- D Your {hoku
1. ‘32047_ ' 15lwxcs { _ZXerox 4200puper, 20wi lﬂratxm'box' $33.99
2 80170 Shoxes | Mooro 2600 continuous form, 20 Ih. $31.99
3 81756 20boxes | Dysan 100 HD Diskenes, biox of 10 $6.49
4| 10407 | 1M A207 rapino ribbon, black $6.99

2% ﬂ/ﬂﬂfWﬁfﬁW %

agure 12 4 E_Sample AOE punchase order (items in bold are prepr inted)
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Alpha Omegu Flodtvonks |

RECEIVING REPORY

No._.:;:;i:_s; §

Vondor: Bast Office Supply

Date _Reteived.

“Shippod via: UPS

Pufchase OIrder
Number: 2463

o Yorox 4200 puper, 20 wt, 10 reom box

Moore 2600 continuous form, 20 Ib,
Dysan 100 HD diskeites, box of 10

1BM 4207 Proprln!er ribbons h!uck

Remurks' ;

Two boxos of Maom 2(:00 pupar mtawad with water dumugu on oulside, but the paper.oppeurs 1o be

okay

Recolved hy:
\a// o /‘ﬂ'z/c«'

!uépéﬁéd by:
Ne cdfiirnr T 2le

Delivered 1o S
7’1@1‘0/ S Trown

,_ k_.1gur(a I2-6 Sampie AOE recewmg tepont (items in bold are prept inted)
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Bt 3‘-:-5':5-":5’}‘ :f‘"‘ R s e A

A:!p_b_g'ﬁmega 'E_I__e'_c:l__gfg;_llcs

L s No. 16123
DISBURSEMENY VOUCHER

Date Enterad: 07/22/2003 Debit Distribotlon

Pmpured'f.by‘ BC

Account No Amount

| Vendar Numbar 109

Remlt To. L
Avalon Electronics
1401 Fust Grand

22-140

22-145
20-699.
20-799

$868.33
629.01
30,56
98.45

-§t. Louls; MO 63}_!__)6~_«~22ll

Vendor Involce

Amount

Returns &
Aliowuncas

Purchuse
Dlsmunl

Net

| owber | pate

1 5386 07/15/2003
| 5389 07/20/2003

$984.50

Toinas

$96.45
0.00

$] 772 i
12.84

Remittance

$868.33
6290

Vaucher Totals:

$1'626 tiis'

$934§"

$30 56

$1, 497 34

““"?W“‘“Y“‘W“?’*‘W“WW‘W T T

.z‘f{”.;{/,.’-’*".-’”"-’

IZ-B Sample AOE disbursemént voucher (|tems In bold are’ prepx inted)




