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Objectivity Principle:  accounting data should be verifiable.

All accounting transactions must be supported by business papers 
called source documents.

Source Documents: business forms (papers) that give evidence of 
business transactions on a certain date.
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Five common source documents are:
1.) the opening balance sheet
2.) invoice
3.) cheque record
4.) remittance slip
5.) Bank deposit slip
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THE FIRST BALANCE SHEET
- when a business is established the details of assets, 

liabilities and owner's equity are presented in the first 
balance sheet.

- this becomes a source document as at the date when 
the owner begins his or her business

T-accounts would need to be opened to record each 
asset, liabilities and owner's capital account as at the opening 
balance sheet date. 
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THE INVOICE
- when a business buys an asset with cash or on credit, the seller 
completes a bill of sale often called the sales invoice or just the invoice.

The name of the document my vary
 invoice

sales slip
sales ticket
cash register tape

- the buyer will receive the original, which
becomes the source document for the 
transaction
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-This is called the purchase invoice by the buyer (J. Emery Real 
Estate), because he/she receives the original for buying the asset.
- The seller retains a copy  of the invoice and it becomes the 
source document for the sales  or the sales invoice - it is proof 
that the sale occurred.
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THE CHEQUE RECORD
- used as evidence  of each cash payment
- it may take many forms: one is the cheque stub

Cheque stub: kept by the 
buyer as a record of
payment

Completed cheque:  sent to the seller 
of the services (Office Decorators)
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2 Documents Proving Cash Payment Occurred
­ The main source document is the cheque stub
­ The bill marked "paid" becomes a supporting document

Bill: marked "Paid" with cheque number 
and date.
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THE REMITTANCE SLIP
- When a customer pays a debt by cheque, many businesses prepare 
a business form called the remittance slip. It becomes the source 
document for the record of the dollar amount received. It may also 
be called a receipt.

Remittance Slip - a source document proving the receipt of a 
customer's cheque.
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This remittance slip would 
be prepared before the 
customer's cheque is 
deposited into to J. 
Emery 
Real Estate's bank 
account.
- this is important 
because accounting 
requires evidence that a 
cheque has been received.
-once prepared the 
remittance slip becomes 
the source document for 
???
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Homework
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Topic 1 Problems

P 4-1    - Do together
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