Difference Between a Purchase
Requisition & Purchase Order

The Differences Between Purchase

Requisitions & Purchase Orders
What Are They And How Do They Help Organizations Mange Costs

KEY TAKEAWAYS

= Purchase requisitions are internal documents that request approval for a
purchase

= Purchase orders are external documents that order goods and services
from vendors

= Purchase requisitions and purchase orders contain much of the same
information, but purchase orders also have payment information for
vendors

= Procurement software can automate the workflow that turns purchase
requisitions into purchase orders

» Procurement software reduces lifecycle times for purchase orders and
other workflows by 56%

Purchase requisitions and purchase orders are mainstays in purchasing world. In
this article, we’ll define what they are and their differences; and share tips on
optimizing the purchasing process that purchasing and finance teams can easily
implement.

First, it’s important to define the role that purchasing and procurement
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departments play within a business. These finance departments establish buying
policies and procedures.

It’s their job to ensure that purchases are cost-effective and approved by the
appropriate parties.

For instance, one of our customers is a dental healthcare company. To purchase
the toothbrushes that you receive after a dentist appointment, the staff must go
through the purchasing department to ensure they’re getting the best price and
meeting business needs.

Purchase requisitions (PRs) and purchase orders (POs) are key documents
companies use in this process.

Using these documents creates more control over employee spending and
produces a higher likelihood of receiving discounts because of the greater
insights and visibility into spending and supplier relationships.

What Is the PR to PO Process?

The PR to PO process involves figuring out what items to purchase, who to
purchase them from, and for how much. In most organizations, it looks something
like this:

1. Purchaser Submits PR

The purchaser needs to get approval to make a purchase, so they submit a
purchase requisition. This is an internal document that simply requests
purchase approval from people controlling the budget, whether that be
the department manager, the procurement team, or both.

2. PR Approval

The purchase requisition goes through the appropriate reviewers and is
checked against all the necessary items in the company’s purchasing
policy. This usually includes reviewing the budget, business needs,
supplier reliability, and other factors.
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3. Issuing the PO

Once the purchase requisition is approved, it’s used to create a PO. The
PO contains the information a vendor needs to fulfill the order, and is
used to place the order.

Because purchase requisitions come before purchase orders in the
purchasing process, let’s do a deep dive into them first.

B Purchase Requisition To Purchase Order Process

STEP1 STEP 2 STEP 3
— o__

Purchaser PR Approval Issuing

Submits PR the PO

PLANERGY

Purchase requisitions (PRs) are internal documents that teams use to request
approval for purchases. Purchase orders (POs) are external documents that
organizations send to vendors to make purchases.

What Is a Purchase Requisition?

A purchase requisition is a document that requests a purchase to be made. The
purchase requisition process typically starts with a purchase requisition form or a
purchase request form.

This form is created by the party desiring to make the purchase and is then
submitted to the appropriate purchasing approvers who control that department’s
finances.

This is the part of the purchasing process where team members get approval to
purchase the goods and services they need. It’s not actually ordering anything,
just the approval to do so.



Each purchase requisition is assigned a unique requisition number so it can be
tracked through the entire process with a full audit trail. Also, purchase
requisitions can be submitted through purchase requisition software that
automatically routes them through the approval process.

Purchase requisitions are often required for purchases over a certain amount. For
example, a business could require requisitions only for goods and services over
certain thresholds that vary by department or employee.

Managers could make purchases for up to $5,000 while their employees are
limited to $500 before submitting a requisition.

What Information Does a Purchase
Requisition Include?

While purchase requisitions vary depending on an internal department’s needs,
they typically consist of the following information:

= Purchaser’s location or department

» Quantity, description, and expected costs of items requested
= Reason the purchase is required

= Name of the vendor

» Requested delivery date

Using our dentist’s office example, the purchase requisition would include the
office location, quantity (500), description (floss tip toothbrushes), vendor name
(Colgate®), price ($2,000.00), and requested delivery date.

The team member at the office requesting this purchase would submit this
requisition to their purchasing department for approval, rejection, or further
clarification.
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PLANERGY Purchase Requisition PR-0001345

Status Forwarded For Approval

Requestor: John Smith
jsmith@planergy.com

Location/Shipping Address: Planergy, 550 Cochituate
Rd. Suite 25, Framingham,
MA 01701, USA.

# Name Category Quantity Unit Item Price Total

1 REpblRee Gliatd 3 Each 350.00 1,050.00
- 64GB, Silver Equipment

2 Apple iPad Office 2 Each 429.00 858.00
Magic Keyboard Equipment

TOTAL USD $1908.00

For new hires in the warehouse starting in September.

Receiver

Full Name

Signature

PLANERGY

What Is a Purchase Order?

A purchase order (PO) is a document that’s used to purchase goods or services
from a supplier. Once the purchasing department has approved the purchase
requisition, it issues a purchase order that can be sent to the vendor.

Like requisitions, each PO has a unique number that’s used to identify it
throughout the procure-to-pay process.

The purchase order forms the basis of your agreement with the vendor and is
legally binding. Purchase orders can be automated using software like
PLANERGY, which enables businesses to submit POs and track them digitally.
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PLANERGY

PLANERGY™ Purchase Order
Boston Office PO No: PO00495

One Post Office Square, Suite 3600 04/26/2017

Boston MA, 02709 PO Status Closed Completed
USA

SUPPLIER DELIVERY ADDRESS

Taylor Dickens Boston Office

70 Bowman St. One Post Office Square, Suite 3600
South Windsor, CT 06074 Boston MA, 02709

USA USA

Terms: 30 Days Phone No: 800-123-4567
Phone No: 800-123-4567 Attn: Patrick

Email: john@taylorcdickens.com

DELIVERY DATE REQUESTED BY APPROVED BY DEPARTMENT

04/28/2017 Patrick Smith John Smith IT Department

NOTES

Description ABC

ITEM NAME ITEM CODE - ITEM PRICE DISC. TOTAL

Nescafe Gold Blend Coffee 70z QD2-00350 34.99 34.99
Tettley Tea Round Tea Bags 440/Pk QD2-TET440 1.00 20.49 0.00 20.49
Niceday Economy Lever Arch File A4 Black Q81-4857579 15.00 1.90 0.00 28.50
3 Tier Letter Tray QD2-1523055 2.00 23.89 0.00 71.67
Viking A4 Economy Copier QD2-9537 5.00 3.59 0.00 17.95
Economy Manilla Envelopes - 500 QD2-2071074 2.00 15.49 0.00 30.98
3 Tier Letter Tray QD2-1523055 1.00 23.89 0.00 23.89

ORDER TOTAL $228.47



What Information Does a Purchase Order
Include?

Information on a purchase order varies depending on need, but purchase orders
generally include specific information placed in different sections of the
document:

1. Header: Name of the company making the purchase, billing address, and
PO number

2. Supplier information: Supplier name, address, contact information, and
payment terms

3. Delivery information: Delivery address, phone, and email address
4. Ttem information: Name, code, description, quantity, price
5. Order total: Total price including taxes and any applicable discounts

6. Terms and conditions: A short description of legal requirements the
vendor must adhere to if they accept the PO



- Purchase Order Format
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PLANERGY" Purchase Order
Boston Office PO No: PO00495
One Post Office Square, Suite 3600 04/26/2017
Boston MA, 02109 PO Status Closed Completed
w2 Supplier Information Delivery Information (&
SUPPLIER DELVIERY ADDRESS
Taylor Dickens Taylor Dickens
70 Bowman St. One Post Office Square, Suite 3600
South Windsor, CT 06074 Boston MA, 02109
USA USA
Terms: 30 days Phone No: 800-123-4567
Phone No: 800-123-4567 Attn: Patrick

Email: johnn@taylorcdckens.com

DELIVERY DATE REQUESTED BY APPROVED BY DEPARTMENT

04 /28 /2017 Patrick Smith John Smith IT Department

NOTES

Description ABC
Vil Item Information

ITEM NAME ITEM CODE oTY ITEM PRICE DISC. TOTAL
Nescafe Gold Blend Coffee 70z QD2-00350 1.00 34.99 0.00 34.99
Tettley Tea Round Tea Bags 440/Pk QD2-TET440 1.00 20.49 0.00 20.49
Niceday Economy Lever Arch Fire A4 Black Q81-4857579 15.00 1.90 0.00 2850
3 Tier Letter Tray QD2-1523055 3.00 23.99 0.00 7167

Order Total (@§)

DISCOUNT %

SUBTOTAL LESS DISCOUNT $155.65
TAX RATE

TOTAL TAX $0.00

Terms and Conditions} SHIPPING / HANDLING
$155.65

ORDER TOTAL
TERMS AND CONDITIONS

1. GENERAL
11Except where condition 8 applies, these terms and conditions apply to every order placed by COMPANY X (*CPX) with any individual, firm, organization, or company

PLANERGY"

Much of the same information from the requisition form goes on the purchase
order. The additional information (billing address, payment terms, PO number,
etc.) is payment information for the vendor to use when they create an invoice for
the buyer to pay for what’s on the PO.

For our dentist’s office, the purchase order would include the same information as
the purchase requisition in terms of office location, quantity, description, and
price.

Additional information will include the shipping address (where to send the



toothbrushes), billing address (where to send the invoice), payment terms ( Net
30 i.e. we’ll pay within 30 days), and purchase order number (4142).

Purchase orders are extremely important for vendors. They use them for order
fulfillment and processing payments. Once the PO is received, the vendor either
fulfills the order or addresses concerns with the buyer. After any issues are dealt
with, the order is shipped. Then, the vendor sends an invoice to be paid by the
buyer.

Purchase Orders Vs Purchase
Requisitions: What’s the Difference?

Purchase requisitions (PRs) and purchase orders (POs) are part of the same
process, but not the same document. Purchase requisitions are internal
documents that teams use to request approval for purchases. Purchase orders are
external documents that organizations send to vendors to make purchases.

The Difference Between Purchase Orders (POs) and Purchase Requisitions
(PRs)

Purchase Requisitions Purchase Orders

Creates an internal request to

Places an order with a vendor
approve a purchase

What it does

Procurement or purchasin
Who issues it | Individual employees or teams P J

teams
Who it’s sent Internal purchasing or The vendor’s procurement or
to procurement teams administrative team

e Unique PO number

* Unique requisition number * Creation date
* Name and department of * Item description
requester * Quantit
What it au Quantity
, * Creation date * Actual price
contains I : . .
* Item description * Delivery instructions
* Quantity * Payment terms
» Expected price  Shipping and billing

addresses
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B Differences Between Purchase Orders and
Purchase Requisitions

_ PURCHASE REQUISITIONS PURCHASE ORDER

. Creates an internal request to Places an order with a
What it does
approve a purchase vendor
Who issues it Individual employees Procurement or
or teams purchasing teams
Who it's sent to Internal purchasing or The ven.d.ors procurement
procurement teams or administrative team
What it contains € Unique requisition number € Unique PO number
€ Name and department of requester 4 Creation date
@ Creation date @ Item description
@ Item description ¢ Quantity
€ Quantity @ Actual price
@ Expected price @ Delivery instructions
€ Payment terms
@ Shipping and billing

addresses

PLANERGY

Why Are Purchase Requisitions and
Purchase Orders Important?

Purchase requisitions and purchase orders play important roles in the
procurement process—especially when financial audits and accountability come

into play.

Purchase requisitions play an important internal role. Without a requisitioning
system, team members could go straight to purchasing without getting the proper
approvals.

The requisition helps organizations save money and ensure quality by vetting
every purchase.

Purchase orders are important for not just orders but also payments. When a
vendor invoice comes in the accounts payable team can match it against a
purchase order based on the PO number assigned to the invoice.

They can confirm the price of the purchase matches the value on the invoice.



If the invoice doesn’t match the expected price or quantities on the PO, the
accounts payable team can clarify discrepancies with the vendor before paying.

This helps avoid duplicate invoice payments, paying incorrect invoices, and even
fraud.

If you also match goods received notes (GRNs) against the PO and invoice you can
complete a 3-way match further ensuring that only correct payments are made.

What Are the Benefits of Automating the
Purchase Requisition and PO Approval
Process?

Procurement software enables automation in the purchase requisition and PO
approval process, which creates many benefits over manual and paper-based
processes.

The most significant benefits come from time and money saved by eliminating
tedious and time-consuming tasks from the purchase order process.

In fact, procurement software reduces lifecycle times for purchase orders, invoice
processing, and other P2P workflows by by 56% —but time and money savings
aren’t the only benefits.

Purchasing systems can also integrate with other software. This enables teams
from various departments to create requisitions more easily using various
systems.

Those requisitions are then automatically routed to the correct approver, which
further streamlines the procurement process.

Procurement systems also make it easier to stay in compliance with audits and
regulatory requirements when there is an electronic paper trail of all purchases in
one system rather than in various papers or Excel files saved on different
computers.

Lastly, purchase order software also makes it easier for companies to stay on top
of spend management. Teams can set budgets that are automatically withdrawn
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for each purchase made.

When a requisition is sent that goes beyond a team’s budget, it will be
automatically flagged and can be rejected if there aren’t extra funds to spend.

For teams that are looking to save time and money on their PR to PO process
(while enjoying other benefits as well), automating these processes with
procurement software is the way to go.

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 Purchase Order Software page to see how PLANERGY can
digitize and automate your purchase order process saving you time and
money.

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

Book a Live Demo

2. Download our “Indirect Spend Guide”

Download a free copy of our guide to better manage and make savings on your
indirect spend. 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
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consultants for the advice in these articles.
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