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Key Distinctions and Practical Applications

KEY TAKEAWAYS

» Invoices detail individual purchases and are sent immediately after a
transaction, specifying payment terms and due dates.

» Statements summarize account activity over a period, including
outstanding balances and payments, but are for informational purposes
only.

» Customers should pay from invoices, not statements, to prevent duplicate
payments and ensure accurate record-keeping.

» Businesses often use both invoices and statements, depending on
customer purchase frequency, to maintain clear financial records.

Two of the most commonly used documents in the small business world are
invoices and statements.

Though both of these documents are used to notify a customer about how much
money they owe, they are used for different purposes, which we’ll explain shortly.
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What Is an Invoice?

An invoice, also known as a sales invoice, is a document sent to a buyer that
provides details about a specific transaction.

An invoice should always include the following details:
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1. The Seller’'s Name and Contact Information

To ensure legitimacy, an invoice should always include the seller’s
complete name, address, phone number, and email address.

This is a way to verify that the invoice is legitimate.

2. The Customer’s Name and Contact
Information

An invoice should always include the buyer’s contact information.

In many cases, a specific customer contact will be included on the invoice.
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. A Unique Invoice Number

Every invoice that is created must include a unique invoice number.

Having a unique invoice number benefits both the buyer and the seller,
preventing both duplicate invoice creation and duplicate payments.

Invoice Payment Terms

One of the more important items on an invoice is the payment terms,
which serve as an informal contract between the buyer and the seller and
should include the payment due date.

. The Purchase Date

The purchase date is an important part of an invoice, working as an
acknowledgment of when the product or service was purchased.

The purchase date is not the same as the invoice date.

.A Description of the Goods or Services
Purchased

An invoice always provides detailed information on exactly what was
purchased.

. The Total Quantity Purchased

If a customer purchases multiple items or multiple quantities of an item, it
must be listed as such on the invoice.

. The Per-Unit Cost of the Items Purchased

The per-unit cost is an important component of an invoice since it
provides the seller with details on exactly how much each unit costs.



9. Sales Tax and Delivery Fees

If the purchase includes sales tax or a delivery fee, it should be at the
bottom of the invoice after the subtotal.

10. Total Amount Due

The final total of the invoice includes the product or service total along
with tax and delivery fees.

It may be helpful to include accepted payment methods on the invoice as
well.

To avoid payment delays, an invoice should always be sent promptly once
a purchase has been made.

Once an invoice has been created, the total due is posted in the seller’s
accounts receivable account until payment has been made.

For buyers, the invoice is recorded in their accounts payable account,
where it will remain until it’s paid.

What Is a Statement?

A statement provides a customer or client with their balance due and is typically
sent at regular intervals, usually at the end of the month.

A billing statement provides customers with an itemized list of outstanding
invoices and other account activity including any payments that have been made
on the account.

Statements usually include activity for a specific month, though the statement
period can display activity for more than one month if necessary.

Information typically found on a statement includes:
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= A Balance Forward (if applicable) - If you're running a statement for
June, and your customer still has an open balance from May, that will
need to be included on the statement.

» The Date of the Purchase or Payment - Instead of providing a detailed
view of each purchase, the invoice summarizes the purchase by providing
the date the products or services were purchased, along with the balance
due.

If a payment is included on the statement, the date the payment was
received and the amount of the payment will be included on the invoice.

= The Ending Open Balance As of the Statement Date - A statement
reflects a customer’s total amount due by factoring in any open balances
from the previous month, along with any payments and charges incurred
for the current month.
Statements are helpful for customers that make multiple purchases and
payments throughout the month.

But unlike an invoice, which is routed to the accounts payable department
for payment, a statement merely provides a customer’s current account
status for informational purposes and should never be recorded in your
general ledger.

What are the Similarities Between an
Invoice and a Statement?

Both invoices and statements provide details on how much a customer or client
owes a business for goods and services purchased.
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While an invoice provides details on one specific purchase, a statement provides
details on all purchases that have been made.

Key Differences Between an Invoice and a
Statement

Though both invoices and statements provide customers and clients with the total
amount they owe, there are key differences between the two.
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= Invoices only show information on one specific purchase while a
statement provides an overall view of all customer activity for a specific
period.

= A statement includes payments made by the customer or client while an
invoice typically shows only reflects the amount that is due.

= Invoices include more detail on each specific purchase than a statement,
which provides an overview of all customer activity including payments as
of the statement date.

= Statements are considered informational and include both AP and AR
activity that has been posted in the general ledger.
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How to Decide Whether to Send an
Invoice or a Statement

Many businesses routinely send their customers both invoices and statements.

An invoice should be sent to a customer or client immediately upon the purchase
of goods and/or services.

In turn, a statement is sent at month end to provide a customer or client with a
detailed record of all of their transactions.

If your customers typically make a single purchase, there’s no need to send a
statement.

However, for customers that have multiple transactions in a single month, a
statement is a good idea.

Let’s look at a few situations to determine if you should send an invoice, a
statement, or both.

- When To Send an Invoice

Jeff owns a computer store. A customer recently purchased 10 laptops for
a total of $10,000.

His customer has Net 30 credit terms, which means that they will have to
pay the $10,000 within 30 days of the invoice date.

Jeff’s order department ships the laptops and the accounting team creates
and sends an invoice for the laptops immediately after the laptops have
been shipped.

There is no need to send a statement, as the customer has only purchased
the 10 laptops and nothing else.

- When To Send a Statement

Another one of Jeff’s customers has an outstanding balance of $900 on a
purchase that was made May 4 and is due on June 3.
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The same customer than purchases a printer on May 25 for $500, with
that payment due on June 24.

Because there are now two unpaid invoices open as of May 31, Jeff’s
customer would benefit from having a statement sent to them so they
could view the total amount due.

-When To Send Both an Invoice and a
Statement

Jeff has a third customer who had an opening balance on June 1 of $1,100.
The customer purchased a computer from Jeff for $750 on June 10th, with
payment due on July 9.

Jeff sent an invoice to the customer immediately upon purchase.
On June 21, the customer paid their $1,100 balance.

It would be a good idea to send the customer an invoice at the end of June
that includes their opening balance, the new purchase that was made on
June 10th, and the payment that was made on June 21.

This allows the customer to see that their payment has been applied
properly and also serves as a reminder that the $750 invoice will be due
soon.

Does a Customer Make a Payment from a
Statement?

A statement serves as an informational document only.

Businesses should never request payment from a statement since its primary
purpose is to provide customers and clients with a summary of their purchasing
and payment activity as of a certain date.

To avoid the possibility of a duplicate payment, buyers should only pay from an
invoice, not from a statement.
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How do I Reconcile an Invoice with a
Statement of Account?

If your business routinely receives both invoices and statements from your
vendors and suppliers, it’s helpful to reconcile them regularly to ensure that
ending balances on the statement are in line with your invoices.

To reconcile invoices to a statement, use the following steps:
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1. Compile the Open Invoices for the Period in
Question

For example, if you just received the June statement that includes two
open invoices, you'll need to have those invoices handy.

2. Add Up Open Invoice Totals

If you receive a statement from a seller, you’ll want to add up open
invoice totals to make sure that they coincide with the open invoices
shown on the statement.

If they don’t match, check to see if a payment was sent after the
statement was issued.
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3. Verify Payments Made

Both buyers and sellers will need to verify that any payments issued or
received are included on the statement.

For buyers, if a payment was made after the statement was issued or
mailed, it’s likely that it just hasn’t been posted yet.

A quick call or email can verify that the payment was received.

On the seller’s side, all payments received must be posted before
statements are issued to avoid phone calls and emails from customers
asking if payment was received.

Final Thoughts on Invoices and
Statements

For business owners new to accounting, it’s easy to confuse invoices and
statements. Keeping the following in mind can help clear up some of the
confusion.

= An invoice is sent immediately after a purchase

» A statement is for informational purposes only

= An invoice provides detailed information for a single purchase

= A statement provides a summary of transactions for a specific period of
time

An important part of the bookkeeping process is understanding the differences
and similarities between invoices and statements.

If you're looking for an easier way to invoice, consider using automation on an
invoicing software application that simplifies the entire process.

What'’s your goal today?



1. Use PLANERGY to manage purchasing and accounts
payable

We’ve helped save billions of dollars for our clients through better spend
management, process automation in purchasing and finance, and reducing
financial risks. To discover how we can help grow your business:

= Read our case studies, client success stories, and testimonials.

= Visit our Accounts Payable Automation Software page to see how
PLANERGY can automate your AP process reducing you the hours of
manual processing, stoping erroneous payments, and driving value across
your organization.

= Learn about us, and our long history of helping companies just like yours.

Book a Live Demo

2. Download our guide “Preparing Your AP Department For
The Future”

Download a free copy of our guide to future proofing your accounts payable
department. You'll also be subscribed to our email newsletter and notified about
new articles or if have something interesting to share.

download a free copy of our guide

3. Learn best practices for purchasing, finance, and more

Browse hundreds of articles, containing an amazing number of useful tools,
techniques, and best practices. Many readers tell us they would have paid
consultants for the advice in these articles.
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