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[bookmark: _Toc428525468][bookmark: _Toc415143422]Unit of Competency
Application

This unit describes skills and knowledge required to maintain accounts payable and accounts receivable records, including processing payments to creditors and handling overdue accounts receivable.

It applies to individuals employed in a range of work environments supporting the accounting functions and aspects of an enterprise. They may provide administrative support within an enterprise, or may be members of staff who have been delegated accounting responsibilities.

No licensing, legislative or certification requirements apply to this unit at the time of publication.

Unit Sector

Finance – Financial Administration 

[bookmark: _Toc329018037]

[bookmark: _Toc428525469][bookmark: _Toc329018038]Performance Criteria
	Element
Elements describe the essential outcomes.
	Performance Criteria
Performance criteria describe the performance needed to demonstrate achievement of the element.


	1. Maintain financial journal systems
	1.1 Check source documents for accuracy and appropriate authorisation
1.2 Refer errors and discrepancies in source documents for resolution in accordance with organisational policy and procedures
1.3 Enter transactions into cash and credit journal system in accordance with organisational policy and procedures and relevant legislation and compliance requirements
1.4 Total credit journals in accordance with organisational policy and procedures


	2. Prepare bank reconciliations
	2.1 Check cash journals against bank statements to identify differences
2.2 Update cash journals with relevant data from bank statement/s
2.3 Identify discrepancies and refer to appropriate staff member, organisation or agency
2.4 Total cash journals in accordance with organisational policy and procedures
2.5 Prepare regular reconciliation reports within designated timelines


	3. Maintain accounts payable and accounts receivable systems
	3.1 Enter transactions into individual accounts payable and accounts receivable in accordance with organisational policy and procedures and accounting requirements
3.2 Prepare schedules of accounts payable and accounts receivable for reconciliation purposes and in accordance with organisational requirements
3.3 Reconcile accounts payable and accounts receivable schedules with journal data or general ledger and in accordance with organisational requirements


	4. Process payments for accounts payable
	4.1 Reconcile accounts payable statements with accounting records and in accordance with organisational policy and procedures
4.2 Check payment documentation for accuracy of information and discrepancies and rectify errors in accordance with organisational requirements


	5. Prepare statements for accounts receivable
	5.1 Produce and check accounts receivable statements for accuracy in accordance with organisational policy and procedures
5.2 Rectify discrepancies and statements despatched within designated timelines


	6. Follow up outstanding accounts
	6.1 Maintain accounts receivable ledger system in accordance with organisational requirements and to reflect current credit situation
6.2 Conduct aged-analysis of accounts receivable to identify outstanding accounts and to determine collection procedures in accordance with organisational requirements
6.3 Report or follow up outstanding accounts in accordance with organisational policy and procedures
6.4 Monitor and review credit terms in accordance with credit policy and procedures




[bookmark: _Toc329018039][bookmark: _Toc428525470][bookmark: _Toc415143424]Foundation Skills
This section describes language, literacy, numeracy and employment skills incorporated in the performance criteria that are required for competent performance.

	[bookmark: _Toc329018040]Skill
	Performance
Criteria

	Description

	Reading

	1.1-1.4, 2.1-2.5, 3.1-3.3, 4.1, 4.2, 5.1, 5.2, 6.1-6.4
	· Interprets textual information from a range of sources to confirm all necessary job requirements
· Checks documents to identify errors or discrepancies


	Writing
	1.2-1.4, 2.1-2.5, 3.1-3.3, 4.1, 4.2, 5.2, 6.1-6.4
	· Prepares a range of clear documentation using relevant format, grammatical structure and vocabulary suitable to audience


	Oral Communication
	1.2, 2.3, 6.3
	· Uses questioning and listening techniques to clarify information
· Explains information clearly using appropriate terminology and tone


	Numeracy
	1.1-1.4, 2.1-2.5, 3.1-3.3, 4.1, 4.2, 5.1, 5.2, 6.1-6.4
	· Uses a limited range of mathematical calculations to reconcile amounts using whole numbers and decimals 
· Arranges/compares numerical information


	Navigate the world of work
	1.1-1.4, 2.4, 2.5, 3.1-3.3, 4.1, 4.2, 5.1, 5.2, 6.1-6.4
	· Appreciates implications of legal and regulatory responsibilities related to own work

	Interact with others
	1.2, 2.3, 6.3
	· Seeks the appropriate form, channel and mode of communication for a specific purpose relevant to own role
· Plays an active role in workgroup discussions, paying some attention to the perspective of others


	Get the work done
	1.2-1.4, 2.1-2.5, 3.1-3.3, 4.1-4.3, 5.1, 5.2, 6.1-6.4
	· Plans a range of routine and non-routine tasks recognising stated goals and aiming to achieve them within specified timeframes
· Recognises predictable problems and applies formal problem-solving processes or seeks advice from others, as relevant
· Automatically implements standard procedures for routine decisions
· Uses digital technologies to access, record, store, organise and compile data and present reports as required





[bookmark: _Toc285113079][bookmark: _Toc326743761][bookmark: _Toc328654777][bookmark: _Toc330386596][bookmark: _Toc428525471][bookmark: _Toc415143425]Assessment Requirements
Performance Evidence

Evidence of the ability to:

· Accurately enter data into journal and subsidiary ledger system
· Maintain journals and subsidiary ledger systems
· Reconcile subsidiary ledger system with journal or general ledger data
· Complete all tasks in accordance with legal and organisational responsibilities, within scope of own responsibility.

Knowledge Evidence

To complete the unit requirements safely and effectively, the individual must:

· List key provisions of relevant legislation and regulations, standards and codes of practice that may affect aspects of financial operations
· Briefly describe the organisational accounting systems and procedures
· Explain how to check for errors or discrepancies
· List and describe tasks that are outside own scope of responsibility.

Assessment Conditions

Assessment must be conducted in a safe environment where evidence gathered demonstrates consistent performance of typical activities experienced in the financial administration field of work and include access to:

· Office equipment and resources
· Computer equipment and relevant software
· Examples of cash journals, credit journals, accounts payable and accounts receivable subsidiary legers
· Workplace reference materials such procedural manuals and company policy
· Case studies and, where possible, real situations.

Assessors must satisfy NVR/AQTF assessor requirements.

Links

Companion volumes available from the IBSA website: http://www.ibsa.org.au/companion_volumes


[bookmark: _Toc428525472]Housekeeping Items
Your trainer will inform you of the following:
Where the toilets and fire exits are located, what the emergency procedures are and where the breakout and refreshment areas are.
Any rules, for example asking that all mobile phones are set to silent and of any security issues they need to be aware of. 
What times the breaks will be held and what the smoking policy is.
That this is an interactive course and you should ask questions.
That to get the most out of this workshop, we must all work together, listen to each other, explore new ideas, and make mistakes. After all, that’s how we learn.
Ground rules for participation:
· Smile
· Support and encourage other participants
· When someone is contributing everyone else is quiet
· Be patient with others who may not be grasping the ideas
· Be on time
· Focus discussion on the topic
· Speak to the trainer if you have any concerns
[bookmark: _Toc326743762][bookmark: _Toc328654778][bookmark: _Toc330386597][bookmark: _Toc428525473]Objectives
Understand how to maintain financial journal systems
Know how to prepare bank reconciliations
Show how to maintain accounts payable and accounts receivable systems
Demonstrate how to process payments for accounts payable
Show how to prepare statements for accounts receivable
Explain how to follow up outstanding accounts
Gain the skills and knowledge required for this unit.


[bookmark: _Toc398542011][bookmark: _Toc428525474]1. Maintain financial journal systems
1.1. 	Check source documents for accuracy and appropriate authorisation
1.2. 	Refer errors and discrepancies in source documents for resolution in accordance with 	organisational policy and procedures
1.3. 	Enter transactions into cash and credit journal system in accordance with organisational 	policy and procedures and relevant legislation and compliance requirements
1.4. 	Total credit journals in accordance with organisational policy and procedures

[bookmark: _Toc428525475][bookmark: _Toc398542012][image: ]
1.1 – Check source documents for accuracy and appropriate authorisation
[bookmark: _Toc428525476]Accounts payable and receivable
Organisations use accounts payable and receivable to extend credit to customers and from suppliers. Accounts payable represent money that the company owes and accounts receivable represents money that customers or other companies owe the organisation. This requires careful financial management to ensure the accounts are correctly recorded and managed. 
[bookmark: _Toc428525477]Source documents
Original records containing details to verify transactions are known as source documents. Historically, most were printed on paper, however now many are accessed electronically. Source documents are important to an organisation’s bookkeeping, and wherever possible, they should be kept for future audits and reviews. 
A source document is created whenever an organisation completes a financial transaction. It is evidence the transaction occurred and can back up further documents. Without source documents, an organisation cannot prove it didn’t fabricate or change the details of a transaction. 
[image: ]Source documents may include:
Invoices
Cheques
Adjustment notes
Purchase orders
Receipts
Requisition forms
Employee time cards
Receiving tickets.
The type of source documents used will depend on the transaction and the type of company. For example, a company’s source documents to prove it is paying its employees the correct amount would be their time cards. A manufacturing company’s invoices will rely on purchase orders to show how much its customers ordered.
Information on the source document may include:
The amount transferred
The reason for the transfer
The date
The parties involved
The details of items.
Source documents should be recorded as soon as the transaction is completed to ensure their accuracy. This is usually done in the appropriate journal. Source documents should be kept in a filing system in case they are needed at a later date.
When using source documents to backup a transaction, it is important to take whatever steps necessary to ensure the source documents are accurate and had the appropriate authorisation. 
[image: figure_finding_file_400_clr_13119.png]



[bookmark: _Toc398542013][bookmark: _Toc428525478]1.2 – Refer errors and discrepancies in source documents for resolution in accordance with organisational policy and procedures 
[bookmark: _Toc428525479]Errors and discrepancies in source documents
You may find errors or discrepancies in source documents when preparing a new transaction. A discrepancy is any unexpected change which casts doubt on the document’s accuracy.
Discrepancies may include:
Changes in amounts
Errors involving the parties
Incorrect payments
Incorrectly recorded entries in a ledger
Changes in dates. 
Whenever you discover an error, it is important to refer it for resolution. You may have an appropriate person or department in your organisation that deals with these. Check your organisational procedures if you are unsure. They may also state other requirements such as policies, procedures and ethical standards relating to such an event. Some organisations have systems for uncovered errors such as these which you should follow and ensure you are accountable. Security and confidentiality requirements may also apply, as often do when working with sensitive financial information.
If your role is to uncover errors in documents, you would be required to review transactions, entries and accounts to discover the origin of it. Software programmes can assist in this by highlighting errors although it can miss mistakes that humans will notice. 
[image: math_stick_figure_with_abacus_800_wht_8723.png]

[bookmark: _Toc398542015][bookmark: _Toc428525480]Activity 1A
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[bookmark: _Toc398542016][bookmark: _Toc428525481]1.3 – Enter transactions into cash and credit journal system in accordance with organisational policy and procedures and relevant legislation and compliance requirements
[bookmark: _Toc428525482]Entering transactions
Journal systems are used to record transactions. Each entry may involve several debit or credits. Journal systems may be used to record cash payments, receipts, sales and returns, and could either be recorded digitally on computers or manually by hand.
Transactions may include:
[image: handshake_money_exchange_400_clr_13216.png]Sales
Purchases
Expenses
Transfers
Interest revenue or charges
Payments received and collected
Returns
Withdrawals of cash.
[bookmark: _Toc428525483]Legislation
Legislation applies to the way financial transactions are conducted. It is important to be aware of this so you do not breach any laws. 
Relevant legislation may include:
The Australian Competition and Consumer Commission (ACCC) which promotes competition and fair trade in industries. It ensures that companies comply with Australian competition, fair trading and consumer protection laws - https://www.accc.gov.au/
The National Consumer Credit Protection Act 2009 which controls the licensing of people who provide credit. This may affect the company when it extends credit to customers or receives credit from suppliers - https://www.comlaw.gov.au/Details/C2009A00134 
The Australian Privacy Principles which limits what information organisations can collect about individuals and how it is stored. These are particularly relevant when storing information about  customers and debtors. Companies shouldn’t store more information than is strictly necessary to perform their functions, such as communicating with customers, shipping and chasing debt. The Principles can be read in full here: http://www.oaic.gov.au/privacy/privacy-resources/privacy-fact-sheets/other/privacy-fact-sheet-17-australian-privacy-principles
Industry codes of practice, which concern both mandatory and voluntary ethical interactions between businesses and customers. Mandatory codes can be enforced under fair trade laws, while voluntary codes allow industries to regulate themselves. They are flexible and can be altered when industries change rapidly. More information can be found here: http://www.business.gov.au/business-topics/selling-products-and-services/fair-trading/Pages/codes-of-practice.aspx
The Financial Transactions Reports Act 1988 which regulates reports about legitimate and suspect transfers of currency - https://www.comlaw.gov.au/Details/C2015C00406
The ePayments Code which regulates consumer electronic payment transactions including ATM, online payments and internet banking. It prevents money laundering and counter-terrorism financing - http://asic.gov.au/regulatory-resources/financial-services/epayments-code/
The Australian Accounting Standards which also monitor the use and maintenance of journals. It aims to develop high quality, understandable accounting standards to produce transparent information  - http://www.aasb.gov.au/Home.aspx
Taxation assessment laws may require disclosure of certain information which will require you to keep accurate records.
[image: ]Know which legislation applies to your company and the type of transactions and records kept there. Your company will likely inform you to prevent you from breaching any of them. However, if you aren’t sure, ask an appropriate member of staff.
Journals may include:
Cash payments journal
Cash receipts journal
Purchases journal
Sales journal.



[bookmark: _Toc398542018][bookmark: _Toc428525484]1.4 – Total credit journals in accordance with organisational policy and procedures
[bookmark: _Toc428525485]Journals
Transactions are recorded in journal entries. Each entry has a debit and credit side. It is a basic fact of double-entry bookkeeping that both sides should be equal; otherwise the entry does not balance and cannot be accurate. A good way to check it balances is to remember that the debit accounts total should equal the credit accounts total. 
Every transaction has two effects that need to be shown. For example, a man buys a book from a shop, paying in cash. From the buyer’s perspective, he has gained a book but has decreased his cash total. The shop sees it as an increase of cash at the cost of stock (the book.) Therefore, accounts need to show both the gain and loss of each transaction.
Double entry transactions show both how much the transaction was for and how it was made (for example, in cash, credit card or cheque.) This will allow accountants to trace it more easily in the future. 
As a rule, debits are always recorded on the left hand side and credits are recorded on the right. This will help you to identify quickly if transactions are incomplete; if an entry has a debit but no credit, there is information missing. 
From everyday use, you may assume that debit means a gain and credit means a loss. However, in accounting this isn’t always true. To make sure transactions are recorded on the correct side, you will need to know the difference between account types and how they are recorded when they increase or decrease. 
	Account type
	Increase
	Decrease

	Assets (e.g. bank accounts, petty cash, accounts receivable)
	Debit
	Credit

	Revenue (e.g. sales, profits)
	Debit
	Credit

	Equity (e.g. capital)
	Credit
	Debit

	Liabilities (e.g. salaries payable, wages payable, interest payable)
	Credit
	Debit

	Expenses (e.g. bills, costs)
	Credit
	Debit





When accounts are neither increasing nor decreasing, they are considered the type when they are increasing. For example, if assets are considered a debit when not changing, while equity is considered credit.
See the chart below for an example of how credit and debit should always balance:
	Account
	Debit
	Credit

	Expenses
	$500
	

	Bank
	
	$500


In this example, the bill is paid from the account, meaning it now owes $500. Assuming it is paid by cheque, the bank is now owed $500, meaning both sides of the ledger balance.
	Account
	Debit
	Credit

	Accounts payable
	$2000
	

	Cash
	
	$2000


Here, the person has used cash to reduce the account payable. The cash is now $2000 in credit. There is the same amount on both sides of the table, so the entry balances again.
In most cases, accounting software will automatically record transactions as long as it has access to the accounts. Reviewing each entry will show that a transaction always produces a debit and a credit.
[bookmark: _Toc398542022][bookmark: _Toc428525486][bookmark: _Toc398542017][image: stick_figure_walking_reading_book_500_wht.gif]
Record keeping software
Most record keeping is now done with computer software to improve accuracy and efficiency. This also prevents the chance of debits and credits not balancing as the software will be able to identify errors quickly.
Software is available free for small businesses; however, larger ones will likely benefit more from purchasing more advanced software. When selecting software, make sure you know its features and whether they meet the needs of the organisation.
The software will require access to the Chart of Accounts. This is list of all the accounts used by an organisation. The Chart will allow software to summarise information quickly, often sorting accounts by number for ease of finding.
[image: stick_figure_covered_books_9024.png]
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[bookmark: _Toc428525488]2. Prepare bank reconciliations
2.1. 	Check cash journals against bank statements to identify differences
2.2. 	Update cash journals with relevant data from bank statement/s
2.3.	Identify discrepancies and refer to appropriate staff member, organisation or agency
2.4. 	Total cash journals in accordance with organisational policy and procedures
2.5. 	Prepare regular reconciliation reports within designated timelines
[image: ]

[bookmark: _Toc398542023][bookmark: _Toc428525489]2.1 – Check cash journals against bank statements to identify differences
[bookmark: _Toc398542024][bookmark: _Toc428525490]2.2 – Update cash journals with relevant data from bank statement/s
[bookmark: _Toc398542025][bookmark: _Toc428525491]2.3 – Identify discrepancies and refer to appropriate staff member, organisation or agency
[bookmark: _Toc398542026][bookmark: _Toc428525492]2.4 – Total cash journals in accordance with organisational policy and procedures
[bookmark: _Toc398542027][bookmark: _Toc428525493]2.5 – Prepare regular reconciliation reports within designated timelines
[bookmark: _Toc428525494]Reconciliation
Reconciliation is the process of ensuring that entries in separate records don’t conflict with each other. It is used to prove the accuracy of the accounts and give the company confidence in its finances.
Bank reconciliation is often done by companies to identify differences between the organisation’s bank statement and the amount in its account. Differences are likely to be because of delays. For example, cheques that have been recorded on one account may not yet have been cashed at a bank, where they can be recorded. Deposits may also take a while to appear on bank statements, making it appear as though the accounts don’t balance. At the end of the reconciliation, the organisation’s account balance in the journal should match the amount shown on bank statements. Banks may not inform you immediately about charges they have deducted; it may be necessary to enquire in order to reconcile any charges. 
Reconciliation needs to be done a regular basis, for example every month. The organisational procedures in your workplace will define an accounting period when books should be reconciled. 
Company rules will usually also dictate that the reconciliation be done by someone who has no other responsibilities relating to the company’s cash. This prevents an employee embezzling it and then misstating the bank reconciliation to hide the evidence. 
[image: clamp_on_the_money_account_400_clr_8753.png]

[bookmark: _Toc428525495]Performing a bank reconciliation
Beforehand, you should have the balance as recorded by both the bank statement and the accounting books. As you go through, it may be helpful to tick entries that appear on both statements in order to identify outliers. 
To perform a bank reconciliation:
Check the bank statement against the ledger
The difference is how much money you need to reconcile. 
Identify deposits in transit
Deposits recorded by the company but not yet by the bank are deposits in transit. You can identify these by comparing the deposits listed on company statements with the deposits on company records. You can add missing ones to the bank’s balance
Outstanding cheques
Repeat the process for cheques to identify outstanding ones that the bank hasn’t registered yet. Deduct outstanding cheques from the bank’s balance
Identify errors
In the previous steps, you may have identified errors either on the company’s or the bank’s part. For example, the statements may have different amounts for entries. Determine which one is correct using the source documents. Identify any other unticked items that haven’t appeared on both statements
Compare the adjusted statements
They should now match. If they aren’t, continue the process until the two accounts are reconciled
Create a bank reconciliation statement
Record the original balance on the bank statement and list any outstanding deposits or cheques. The figures in the statement and journal should now agree. If they don’t, repeat the process, looking for any errors or bank charges you may have missed. Finally, prepare a statement to show where the ‘missing’ money was.
[image: piggy_bank_tighten_belt_8776.png]

	Bank reconciliation

	Dates covered:
	1/2/2015 – 1/3/2915

	Bank statement balance:
	$1200

	Outstanding deposits
10/2/2015 - $50
15/2/2015 - $25
	$1275

	Outstanding cheques
20/2/2015 - $200
	$1075

	Errors found
	$0

	Total
	$1075

	Cash books balance:
	$1075



In this example, the bank statement read $1200, compared to the cash books of $1075. Two deposits in transit brought the total up to $1275, while cheques that had not yet been cashed reduced it to $1075. No errors were discovered, so the bank statement was reconciled with the cash books.
You may also need to identify the individual transactions.
	Item
	Description

	Item #1
	On September 31st, the bank charged $20 for maintaining the account.

	Item #2
	On September 30th, the company paid $150 to Company X by online transfer. This hasn’t been recorded on the bank statement yet.

	Item #3
	On September 29th, the company paid $70 to Company Y by cheque. This has not yet been cashed.

	Item #4
	A bank transfer on September 20th for $80 was incorrectly recorded as $90.



It is important to know when the deadline for this activity is as it may take a long time depending on the size and complexity of the account.
[bookmark: _Toc428525496]Discrepancies
Once you have identified discrepancies which were causing the different in amounts, you may need to refer these to the appropriate person. For example, errors will need to be corrected, which you may not have the authority to do. Check your organisational policies to see who you should refer these to. You may have to work closely them to explain the nature of the discrepancy, how you believe it occurred and any other relevant information in the reconciliation statement. 
[bookmark: _Toc398542030][bookmark: _Toc428525497]Activity 2A
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[bookmark: _Toc398542031][bookmark: _Toc428525498]3. Maintain accounts payable and accounts receivable systems
3.1. 	Enter transactions into individual accounts payable and accounts receivable in accordance 	with organisational policy and procedures and accounting requirements
3.2. 	Prepare schedules of accounts payable and accounts receivable for reconciliation purposes and in accordance with organisational requirements
3.3. 	Reconcile accounts payable and accounts receivable schedules with journal data or general 	ledger and in accordance with organisational requirements

[image: ]

[bookmark: _Toc398542032][bookmark: _Toc428525499]3.1 – Enter transactions into individual accounts payable and accounts receivable in accordance with organisational policy and procedures and accounting requirements
[bookmark: _Toc428525500]Accounts payable
You may be required to help fulfil the company’s obligations in transferring money to accounts payable and accounts receivable. This may be wages, costs or other expenses. To do this, you should be aware of the schedules and have access to the accounts payable and receivable ledgers.
Accrual accounting
Accrual accounting differs from cash accounting in that expenses are recorded when the expense occurs, not when the expense is reimbursed. For example, Company X provides a service to a customer in August, but isn’t paid until September. Under the cash accounting method, the expense would be recorded in September, however under the accrual counting method, the expense is recorded in August. It would be recorded as a debit under Accounts receivable, with the revenue being in credit.
	Account
	Debit
	Credit

	Accounts receivable
	$750
	

	Revenue
	
	$750



When the customer eventually pays in September, the Accounts receivable would then be credited $750. The cash would be debited, meaning it increases.
	Account
	Debit
	Credit

	Cash
	$750
	

	Accounts receivable
	
	$750



Therefore, the company has now been reimbursed for the expenses. However, the revenue doesn’t increase because it was already recorded in August, when it was earned. All that happened in September was the amount that was owed to the company was settled.
Other organisations may also credit the company. For example, if a supplier sends building materials which the company has agreed to pay next month, this would be recorded as a liability (accounts payable.) This would be recorded straight away. When the cash is paid, the liability would be reduced to zero.
	Account
	Debit
	Credit

	Expenses
	$1500
	

	Accounts payable
	
	$1500

	Account
	Debit
	Credit

	Account payable
	$1500
	

	Cash
	
	$1500


[bookmark: _Toc398542035]
There, the company would have settled its debts by paying the account payable. 
[image: business_meeting_online_400_clr_16432.png]


[bookmark: _Toc428525501]3.2 – Prepare schedules of accounts payable and accounts receivable for reconciliation purposes and in accordance with organisational requirements
[bookmark: _Toc428525502]Account reconciliation
In order to reconcile statements, you will have to prepare and maintain schedules of when accounts payable and accounts receivable are due. If you don’t, it may affect not just yours but other companies’ books.
Knowing when payments are due for accounts payable and receivable will make reconciliation easier, as you will already be familiar with any deposits in transits or uncashed cheques. 
Account reconciliation is used to identify differences in two sets of records that should be balanced. They may be different accounts or different systems. Once you’ve identified any differences, analyse them to see whether corrections need to be made.
When assessing how often accounts should be reconciled, consider the activity in the account:
· High activity accounts should be reconciled regularly, for example every month. They are known as ‘high risk’ accounts due to the likelihood of errors within them. High activity accounts include accounts receivable, accounts payable and cash
· Medium activity accounts have a lower risk, so can be reconciled once per quarter. The lower activity reduces the chance of errors. Medium activity accounts include long term debt and shares transactions
· [image: arrow_climbing_gold_coins_800_wht.png]Low activity accounts, such as trademarks and owners’ capital are reconciled less frequently, for example once per year, due to the low risk of error.
If errors are found within accounts, the impact on the organisation, creditor or investor should be investigated. This will affect the way you manage correcting the error.
Just as bank reconciliation shouldn’t be performed by an employee who handles cash, account reconciliation shouldn’t be performed by someone responsible for cheque payments or transferring cash into the account. This provides transparency and reduces the risk of embezzlement, which an auditor will want to see. 
When choosing staff to perform the account, consider:
Legal ramifications
Available and qualified staff
Audit requirements
Organisational policy.


This will ensure the reconciliation is performed legally, competently and with minimum chance of error.
[image: oops_mistake_error.jpg]Once reconciliation is complete, it should be recorded and filed away for review. If it has been conducted on computer, it would be most efficient to store it on there. Manually completed reconciliations should be stored away somewhere they can be accessed later and their location recorded if necessary. It may also be necessary to keep supporting documents attached to the reconciliations which will improve the efficiency of audits. Otherwise, the company may have to search for documents that have been lost, misfiled or destroyed.



[bookmark: _Toc398542037][bookmark: _Toc428525503]3.3 – Reconcile accounts payable and accounts receivable schedules with journal data or general ledger and in accordance with organisational requirements
[bookmark: _Toc428525504]Journal data
Information contained within journals may include:
Accounts payable
Accounts receivable
Purchases and purchases returns journal totals
[image: bank_building_800_wht_2420.png]Sales and sales returns journal totals.
Small businesses often begin by using a simple cash book when they are established, along with a list of invoices. When they become more successful and grow, they move towards general ledgers to record additional information. The larger an organisation, the more complex system it will need and the higher the risk of error. Therefore, greater attention should be taken when recording information.
[bookmark: _Toc428525505]General ledgers
The general ledger will contain information on every account in a company. It holds complete financial information about the company over the course of its life. It is often used by organisations that employ double-entry bookkeeping method, as discussed in chapter 1.4. The ledger will have the sum of information from all the company’s journals, and can either be a physical book or an accounting programme, depending on the organisation’s needs. 
Whenever information is recorded in journals, it will need to be copied into the ledger. This will help to prepare financial statements and identify errors or fraud.
There are effectively two types of accounts in a ledger:
Accounts telling you how much the company owes
Accounts telling you how much the company owns or is owed.
If you add the assets to the money the company owns or is owed, then subtract the amount it owes, you can calculate the company’s net worth. This may be talked about in terms of ‘equity’, a measure of how much the company is worth. 
Assets also contribute to the company’s worth. They represent what the company owns.
Assets can be:
Fixed or long-term items such as:
Items that can be used to produce other items, e.g. equipment, machinery
Items that help run the business, e.g. office equipment
Current, or short-term items such as:
Items which are used up within a financial year
Items that can be sold, such as stock or components
Money in cheque accounts
Money owed to the company.
Liabilities are the opposite of assets, representing what your company owes. They can also be divided into:
Long-term liabilities, such as:
debt
a bank loan over more than one year
Current liabilities, such as:
short term loans that will be repaid in under a year
accounts payable
accrued liabilities. 
[image: ]Income
You will also have to represent income on the ledger. Income is money earned by your business for products sold or services rendered. If the company has several income sources, establish multiple income accounts to clearly show where it is coming from. For example, if the company specialises in electronic goods, it may need separate income accounts for computer equipment, kitchen appliances, TVs and miscellaneous sales.
In addition, income can be earned through other means such as renting out properties or selling goods on behalf of other companies. This is known as commission and should be recorded as miscellaneous unless it is consistent.
Multiple income accounts are another reason to use computers for accounting, as it makes the complex system easier to handle and more efficient.


Expenses
Any costs incurred in running the business are known as expenses. 
Direct expenses can be connected to particular items or sales. For example, if the company bought a car for $1000 and sold it for $2000, the expense and income for the item are clearly identifiable. 
[image: ]Indirect expenses contribute to the overall running of the company but can’t be assigned to a particular sale. It could include a telephone bill, electricity, insurance or wages. It is usually not worth the effort to match indirect expenses to individual sales, so they are often deducted from income at the end of the trading period. However, each company is different and this may be more practical in some.


[bookmark: _Toc398542044][bookmark: _Toc428525506]Activity 3A
[image: ]










[bookmark: _Toc398542045][bookmark: _Toc428525507]4. Process payments for accounts payable

4.1. 	Reconcile accounts payable statements with accounting records and in accordance with 	organisational policy and procedures
4.2. 	Check payment documentation for accuracy of information and discrepancies and rectify 	errors in accordance with organisational requirements

[image: ]

[bookmark: _Toc398542046][bookmark: _Toc428525508]4.1 – Reconcile accounts payable statements with accounting records and in accordance with organisational policy and procedures
[bookmark: _Toc428525509]Reconciling accounts
When reconciling accounts payable, both the main control account balance and subsidiary account balances are needed. The two accounts should ideally balance.
Another method of reconciling accounts is to add the month’s total amounts purchased and deduct the any payments made from the month’s starting total. This should produce the balance of the accounts payable at the end of the month.
Balancing accounts helps to find any errors that may have occurred, such as accidental mistakes when transferring money or supplier errors. Therefore, it is important to do this for the integrity of the account. If accounts don’t balance at the end of the month, it will be very hard to balance them at the end of the year. Catching errors now gives the organisation opportunity to fix them in a timely manner.
To reconcile the accounts payable with accounting records, obtain the general ledger balance and relevant sub-ledgers. The records should show the same amount. 
[image: time_money_weigh.jpg]If the accounts don’t balance: 
Review the items in greater to detail to ensure you recorded them correctly
Look for items that are recorded in one ledger but not the other (for example, in the general ledger but not the sub-ledger)
Identify items that may have recorded incorrectly. Common errors include: 
Switching around numbers when recording amounts
Recording items incorrectly as credits or debits.
If the accounts still don’t balance, adjust the entries to close the books. Inform the appropriate person, as dictated by your organisational requirements. 
[bookmark: _Toc398542049]

[bookmark: _Toc428525510]4.2 – Check payment documentation for accuracy of information and discrepancies and rectify errors in accordance with organisational requirements
[bookmark: _Toc428525511]Payment documentation
Check payment documentation to ensure payment has been properly made and that the paperwork is mistake-free. Rectifying errors early will make bookkeeping easier and more efficient.
You may have to check documents such as:
Remittance advice (letters from customers to suppliers, informing them an invoice has been paid)
Discount calculation. These are especially important as discounts often change. If records aren’t kept, it will be impossible to calculate whether the customer paid the correct amount
Invoices and statements (both ones you have sent to customers and ones you have received from suppliers)
Purchase orders to validate any purchases made
Cheque data to confirm their accuracy.
[image: money target.jpg]

	Supplier statement
5/3/2015

	[Business name]
[Address]
[Contact details]

To: Company X	For the month of February

	Reference
	Description
	Amount
	Date
		Balance

	
	Balance from previous month
	
	
	$3000

	Invoice #721
	Sales
	$225
	10/2/2015
	$3225

	Invoice #735
	Sales
	$550
	20/2/2015
	$3775

	Cheque
	Payment
	$3300
	25/2/2015
	$475

	
	
	
	Total balance:
	$475

	
	Terms:
Payment is due within in 30 days.
	
	
	



In this supplier statement, the company had an outstanding balance of $3000 at the start of the month. Subsequent purchases from the supplier raised this total to $3775. However, the company then paid $3300 of the amount by cheque, reducing the balance to $475.
[image: shopping_cart_australian_money_cash 800_wht_6493.png]

To check the accuracy of the statement, you would need to confirm that the invoices listed match the amounts on the statement. 
	Invoice #721

	[Business name]
[Address]
[Contact details]

To: Company X

	Description
	Amount
	Total

	Product A
	$100
	$100

	Product B
	$110
	$210

	
	Total:
	$210


	
This invoice, which the organisation would have checked at time of receipt, lists the total as $210. However, the statement lists the total for Invoice #721 as $225. Therefore, the statement is inaccurate and you will need to challenge the supplier. Provide the information you have collected as evidence. It was likely a mistake on their part, and they will correct it if you identify it and back your point up.
However, if you believe the accuracy of other statements is now in doubt, it may cause you to check back through them more thoroughly. Check previous account statements, payment history, remittance letters and any itemised details. 
[image: relaxing_cash_800_wht.png]If a supplier ever contacts you regarding unpaid invoices which you have no record of, you should challenge them to provide copies of the invoices. Without the invoices, there is no evidence the purchase was made. They should have documentation with a signature of an authorised person from your organisation on. Creditor agreements should always have this on.


If you have checked the statement and the information was correct, you would need to seek authorisation for payment. Check the organisational policies to find out who is allowed to do that. Supply them with any paperwork such as statements, invoices and accounts they need to authorise it.
Once you have permission to make the payment, enter the details into the accounts payable system, following the organisation policies. Provide any relevant documents you may need again. 
To ensure the accuracy of documentation, record all purchases and accounts payable. This will prevent invoices from getting lost or going unpaid. Only catalogue the original invoices; if you file copies of it too, the invoice may be paid more than once. To show the invoice has been paid, stamp or mark it in some way. This will prevent reuse. 
Invoices over a certain amount may need to be escalated higher up. Many organisations have a limit on how much can be spent without a senior manager reviewing and signing it off. It is important to be aware of how much these limits are and who you will need to show them to.
[image: ]

[bookmark: _Toc398542052][bookmark: _Toc428525512][image: ]Activity 4A









[bookmark: _Toc398542053][bookmark: _Toc428525513]5. Prepare statements for accounts receivable
5.1. 	Produce and check accounts receivable statements for accuracy in accordance with organisational policy and procedures
5.2. 	Rectify discrepancies and statements despatched within designated timelines

[image: ]

[bookmark: _Toc398542054][bookmark: _Toc428525514]5.1 – Produce and check accounts receivable statements for accuracy in accordance with organisational policy and procedures
[bookmark: _Toc428525515]Accounts receivable
Money owed to company by customers and other organisations is referred to as accounts receivable. This ledger will include information about sales, returns, credit and payment which have happened since the end of the last month.  
Other relevant information may include discount policies at the time of sale and contact information of debtors who owe money. Selling goods and services on credit will necessitate setting up accounts receivable procedures to record when and how much customers pay. 
These details may be recorded by computerised systems, such as accounting software, or manual systems.
[bookmark: _Toc428525516]Debtors
Cash flow is important for a healthy company. If multiple customers are late in paying, you may lack the resources to purchase equipment or pay expenses. Therefore, it is important that customers pay their debts in a timely manner. Consider what procedures the organisation has to encourage customers to pay on time. For example, some companies offer a small discount (around 1% or 2%) if payment is received quickly. This encourages customers to pay quickly, helping your cash flow, and makes them feel as though they received a good deal.
When customers are slow or late in providing payment, send debtors statements of their account with information about how much they owe and when it is payable. This will enable them to provide payment as well as reminding them they owe money.
[image: clamp_on_the_money_account_budget 8753.png]How often you send statements will depend on your credit terms. If your company’s terms state payment is due within seven days, weekly statements would be appropriate to chase your debtors up. However, longer credit terms of 30 days might only require one credit statement per month. 


You should include:
The balance of the account at the start of the month
Any additional purchases they have made
Any payments received
Adjustments for missed payments
The balance that is currently owed
A due date.
[image: MSurfingCC.jpg]


	Invoice number #125
27/4/2015
	Date due: 30/4/2015

	[Business name]
[Address]
[Contact details]

	Description
	
		Amount

	Balance at start of month
	
	$425

	Product X
	
	$200

	Product Y
	
	$175

	Late fees	
	
	$15

	
	Total balance:
	$815

	Terms:
Payment is due in three days.
Payment is accepted by cash, cheque or online payment.









[bookmark: _Toc398542057][bookmark: _Toc428525517]5.2 – Rectify discrepancies and statements despatched within designated timelines
[bookmark: _Toc428525518]Discrepancies
A discrepancy is something that doesn’t match the other records. Accounting programmes will generally alert you of errors when you reconcile accounts, however manual ones will be harder to find. The first thing to check would be if the start and end of the month totals were correct.
Wherever possible, you should go back and correct the discrepancy. Errors will usually affect two or more accounts. Correcting it will ultimately depend on your organisation’s policies, the size of the error and the time that has passed since it was made. 
If the error is small and you are unable to locate it, you have the option to reconcile the statements anyway. This means moving the amount to ‘reconciliation discrepancies’. Do this before preparing the final account. When discrepancies are located later, the amount can be corrected. 
[image: ]
[bookmark: _Toc398542060]

[bookmark: _Toc428525519]Activity 5A
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[bookmark: _Toc398542061][bookmark: _Toc428525520]6. Follow up outstanding accounts
6.1. 	Maintain accounts receivable ledger system in accordance with organisational 	requirements and to reflect current credit situation
6.2. 	Conduct aged-analysis of accounts receivable to identify outstanding accounts and to 	determine collection procedures in accordance with organisational requirements
6.3. 	Report or follow up outstanding accounts in accordance with organisational policy and 	procedures
6.4. 	Monitor and review credit terms in accordance with credit policy and procedures

[bookmark: _Toc428525521][bookmark: _Toc398542062][image: ]
6.1 – Maintain accounts receivable ledger system in accordance with organisational requirements and to reflect current credit situation
[bookmark: _Toc428525522]Accounts receivable ledger system
Accounts receivable are often recorded in a sub-ledger. This shows the transaction history for each customer the business is owed money by. While the general ledger will contain the overall amount of accounts receivable, the sub-ledger (also known as the sales ledger) breaks it down by customer. It is reconciled with the general ledger periodically to keep it up to date and accurate. 
Each customer will have an account in the ledger where their transactions, invoices, credit notes and receipts are recorded. This makes it easier to manage customers’ information individually. In paper versions, the ledger is typically a book with a page devoted to each customer.
[bookmark: _Toc428525523]Ledger system
Computer systems will also be able to generate reports such as ledger reports, cash expected and account analysis reports. It will also have a ledger system capable of generating invoices automatically. When choosing a system, consider the needs of the organisation against the features and capabilities of the system.
Ledger systems have two main functions:
Control debtors’ information
Generate receipts.
Debts can either be a current or long-term debt, depending on when your organisation expects to receive payment. The accounts are considered an asset, and can be arranged alphabetically, by customer number or another way that benefits your organisation. You may also choose to keep separate sub-ledgers for business clients and private individuals.
[image: Fotolia_4811870_S.jpg]

[bookmark: _Toc398542065]When maintaining accounts receivable ledger systems, you may be required to:
Enter new customer information
Update new customer contact information
Update transaction records, such as:
Purchases
Debts
Payments
Remove customers from the system when their debts are paid. 
This should be done in a timely manner to ensure the ledger always reflects the current credit situation. Making mistakes with credit, for example sending an overdue statement when the customer has paid off their debt, is poor customer service and a waste of company resources.


[bookmark: _Toc428525524]6.2 – Conduct aged-analysis of accounts receivable to identify outstanding accounts and to determine collection procedures in accordance with organisational requirements
[bookmark: _Toc428525525]Aged-analysis
Aged-analysis is determining how much time is left until due date on account, or how much time has passed since then. In the second case, it can help the organisation take steps to recover overdue payments and identify bad debts. Aged-analysis can be used to affect company policy; for example, if it is identified that most customers pay after the due dates, tougher rules or more incentives may be brought in to encourage payment on time. 
Aged-analysis is usually divided into 30 day categories. For example, the 1-30 days category may look like:
	1-30 days aged-analysis

	Date: 30th May 2015

	Customer
	Date due
	Days overdue
	Total due

	Mr M. Smith
	27th May 2015
	3
	$171

	Company X
	20th May 2015
	10
	$2310

	Mrs  Jones
	2nd May 2015
	28
	$249


Once this information is determined, steps can be taken to ensure the debts are recovered. It is important to the overall financial health of the business that money is recovered quickly. This applies to both large and small organisations.
[bookmark: _Toc428525526]Identifying outstanding accounts
[image: magnify_desk_calendar_month_view_800_wht.png]If a customer’s payment has been outstanding for 60 days or more, action should be taken to recover money. Ensure your paperwork is correct and you can prove their payment is overdue. Mistakes in paperwork can further delay payment, so it is important to ensure they are accurate. It may also be useful to ensure you have the correct contact details to make sure your invoices have been reaching them. 


You should have clearly defined the customer or organisations’ payment responsibilities: when and how much they should pay. This way, there will be no excuse not to pay.
The organisational policy may have information on collecting debts, such as who in the organisation can increase or change credit limits and who is responsible for collection contact. There are likely to be several people involved in those processes, in which case you need to understand their communication structure. For example, who is most senior amongst them, and who should you pass relevant accounts along to? Other employees may also take over the responsibility when the regular employees are not available.
Among larger organisations, responsibilities for collecting debts could be divided up by product, salesperson or geographic area. It is important to be aware of these divisions to ensure the debts are properly collected.
To remain professional, the organisation should have standardised letters, emails and telephone scripts. This ensures the wording is consistent so no confusion occurs. Ensure they conform to any organisation policies on communication with customers. 
[bookmark: _Toc428525527][image: boxing_fihgt_argument.jpg]Disputes
The reason the customer may not have paid could be because they believe they have been unfairly billed. For example, the product arrived broken or the bill was incorrect. In these situations, it is clear the company is in the wrong, and you will have to take steps to rectify the situation, settle the payment and apologise to the customer. 
[bookmark: _Toc398542069]However, other disputes may require more communication to resolve. Organisations should have plans to manage these.
The plan should identify:
The required steps
Who to liaise with in the organisation
Who has the authority to make decisions on disputes, such as approving concessions or extensions. 


You may be required to document all contact you have with customers in order to provide evidence that company policies were followed. This will also help if the dispute restarts later. Customer relationship management (CRM) software allows for the recording of all interactions with customers to a single location. This allows multiple people to work on a single dispute without confusion. Every phone call, letter or invoice should be recorded on there for future reference. For example, if the customer says they haven’t received any notice, you have proof that they were sent invoices and had a phone conversation with the company.
	Customer relationship management

	Customer name:
	Mr John Cooper

	Contact details:
	[Phone number
[Email address]
Home address

	Date:
	Form of contact
	Details

	22nd February 2015
	Phone
	Rang Mr Cooper regarding his overdue payment. He said he had lost his copy of the invoice and requested another one to be sent as soon as possible.

	23rd February
	Post
	Sent Mr Cooper a copy of the invoice.

	26th February
	Phone
	Mr Cooper rang to say he had received the invoice, but he believed details on it were wrong. I said I would ring back when I had investigated the matter.

	27th February
	Email
	I emailed Mr Cooper copies of the original purchase order he signed, which had the same details as the invoice.

	29th February
	Email
	Mr Cooper emailed back, agreeing to pay within the next two days.


By keeping track of communication through CRM software, multiple people can manage accounts, deal with customer problems and help to resolve issues. However, it is only as good as the information that is entered. If communication is not recorded, the customer will receive poor service and the company will struggle to recover money.
The majority of customers and organisations who are late with payment will simply have forgotten. Sending reminders and invoices by post and email can be the difference between a timely payment and a late payment. If a customer hasn’t received one, they may forget about the payment or assume it isn’t due yet. With difficult customers, it may be efficient to assign a single member of staff to focus their attention on them. 

Collection procedures may include:
Sending invoices by post and email
Due date and past due date reminders.
[bookmark: _Toc398542070]Remember to be polite whenever dealing with customers. Saying “Please pay your invoice within the next ten days” or “Thank you for your business” will make it harder for customers to object. Also avoid business terminology that may be confused by customers; “30 days” is preferable to “net 30”. “Upon receipt” is usually replaced with “Payable on receipt” to encourage customers to pay quicker.
Incentives
As mentioned earlier, incentives could make customers pay quicker. These could include discounts if paid within a specific time period. The level of discount would depend on the details of the sale. On the other hand, penalties could also be added for late payment. This require discretion as if they are too harsh, they may lose the organisation repeat business. 
[bookmark: _Toc398542072][image: ]

[bookmark: _Toc428525528]6.3 – Report or follow up outstanding accounts in accordance with organisational policy and procedures 
[bookmark: _Toc428525529]Outstanding accounts
When following up outstanding accounts, you may have to negotiate with customers. Listen to each individual’s circumstances to determine the steps you need to take.
	Reason for late payment
	Follow-up action

	There is a dispute.
	· Listen to the reason for the dispute.
· If necessary, make arrangements for goods to be exchanged, invoices to be corrected, ect. 
· Come to a resolution with the customer and confirm this in writing.

	The company has stopped trading.
	· Find out who is handling the liquidation and contact them as soon as possible. You will be listed as a creditor so are entitled to recover your money. 
· The company may have to pursue legal action in order to get its money back.

	The customer/company didn’t receive an invoice.
	· Confirm their contact details and send them another one as soon as possible
· Offer them an extension if necessary
· Always ensure invoices have the correct information.

	The company is paying other suppliers first.
	· Request immediate payment or you will pursue legal action. 

	The customer is currently changing banks.
	· Request that they pay by credit card or any other method of getting funds.

	The person authorised to make payment is out of the business.
	· Enquire whether anyone else can authorise the payment
· Confirm when the employee will be back and follow-up with the business on that date to ensure payment.

	The company has cash flow problems.
	· Enquire whether customers could make part-payments that could be used to pay the organisation
· Confirm a date when you will be paid by.



[bookmark: _Toc398542074]Remember to stay in touch with your customers regularly. If you suspect there is or will be a problem with payment, contact them to discuss it. There may be a simple explanation for a missed payment, such as paying from the wrong account, or they may have concerns they want to discuss. Communication will help to build a stronger business relationship.
Remind the customer with regular statements, which you can automate to ensure they are sent at regular periods. If the issue of the customer forgetting to pay rises repeatedly, they could set up a standing order for money to leave their account at the same time every week or month. This way, you will receive the payment on time and wont’ have to spend energy chasing customers up.
[image: ]

[bookmark: _Toc428525530]6.4 – Monitor and review credit terms in accordance with credit policy and procedures
[bookmark: _Toc428525531]Payment options
[image: world_credit_card_800_wht.png]You should offer payment options to:
Offer customers a choice in their method of payment
Make it easy for customers to pay
Increase the speed of payment.
Although paying by cash or cheque is less popular nowadays, some customers may still wish to do it. It also involves more administration and will be harder to record. Cheques take around three days to clear, which may cause cash flow delays. If your organisation would prefer to receive payment immediately, ask customers to use a different method.
The most common methods of payment are:
Credit card payment
Electronic transfer (by online banking or other means)
BPay (a fob that can pay contactless).
Before you offer a customer credit, the organisation should make a credit check. This can be performed by credit agencies. A credit check will give the organisation confidence that they can trust the customer to make payment or not. If they have a history of debts and missed payments, it may be wiser to insist on payment by another method. 
A credit check would look at: 
Payment history, such as late payments
Bankruptcies and repossessions
Current or previous debt.
Once the organisation feels confident to extend credit to the company, you will need to explain the payment terms and conditions. Ensure the customer understands their obligations, such as when they should pay and how much. Send out written confirmation of the terms and conditions; this should be signed and returned so the organisation has proof of the relationship. If they raise any concerns, address them before proceeding further.


If the customer needs specialised credit terms, it may be possible to accommodate them; for example, repaying over 60 days rather than 30. This can be done at the time of order. However, be careful not to erode the organisation’s profit margins by offering too much credit with an uncertain chance of being paid back.
Keep monitoring customers’ credit ratings and talk to them if you see it changing dramatically. Consider reviewing the credit terms if this happens.
Monitoring credit terms has several benefits to the organisation:
It reduces the risk of non-payment
It improves collection activities
It makes the organisation more confident and secure in their finances.
Examples of credit terms are:
Payment in advance
Payment X days after the invoices is received
Payment in stages
Payment in cash, no credit
[bookmark: _Toc398542078]Cash on delivery.
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[bookmark: _Toc428525533][bookmark: _Toc415154374][image: ]Skills and Knowledge Activity


Nearly there...
[bookmark: _Toc326743832][bookmark: _Toc330309176][bookmark: _Toc338606027][bookmark: _Toc338792185][bookmark: _Toc348021071][bookmark: _Toc415154375][bookmark: _Toc428525534]Major Activity – An opportunity to revise the unit

At the end of your Learner Workbook, you will find an activity titled ‘Major Activity’. This is an opportunity to revise the entire unit and allows your trainer to check your knowledge and understanding of what you have covered. It should take between and 1-2 hours to complete and your trainer will let you know whether they wish for you to complete it in your own time or during the sessions. Once this is completed, you will have finished this unit and be ready to move onto the next, well done!


Congratulations!
You have now finished the unit ‘Process accounts payable and receivable.’ 

[image: c:\Users\Sophie\Desktop\ArtWork\Fotolia_10056570_S.jpg]
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