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A Fortune 500 services corporation
engaged Pinpoint Profit Recovery
Services to perform a disbursement
recovery audit compensated on a
100% contingency basis. The
client provided Pinpoint with four
years of historic accounts payable
data to review and analyze. During
a client meeting discussing the
audit scope, Pinpoint offered to
review outstanding accounts
payable checks in order to assess if
specific outstanding payments were
required to be escheated.

Pinpoint’s client said they were in
full escheatment compliance by
utilizing specialized application
software which they licensed. The
client also told Pinpoint that all due
diligence in the form of formal
written correspondence (form
letters) had been completed as
required by the states. In addition,
as time allowed, the client’s internal
staff had been assigned to
investigate the outstanding
payments and had concluded it
was appropriate to escheat these
monies to the state.

Nevertheless, Pinpoint offered to
review escheatable accounts
payable outstanding payments prior
to their actually filing with the states
after the client had exhausted their
own efforts to research the
outstanding payments prior to
escheatment. The client agreed
and said, “What do we have to
lose™?

The client asked Pinpoint how the
review would be conducted.
Pinpoint explained that its
proprietary audit tools should
surface a number of potential
overpayments, if any, embedded in
the escheatable list of outstanding
payments. The remaining
outstanding payments would be
thoroughly investigated by using
Pinpoint’s proven pre-escheatment
research methodology. Pinpoint
explained that a recovery would
only be valid and substantiated by
obtaining written (never verbal)
vendor documentation and
confirmation that the client had NO
existing open liability (no monies
were owed or due to the
payee/vendor) supporting the
outstanding payments.

The client then gave Pinpoint the
green light to proceed.

Pinpoint’s audit team received a list
of 468 payments to investigate 55
days prior to the escheatment filing
period. First, to meet the deadline,
the audit team began to investigate
each payment above $500 using its
proprietary audit tools. Pinpoint got
expected results by identifying eight
duplicate payments and one wrong
vendor payment totaling
approximately $85,000. Of the
eight dups, Pinpoints audit tools
had little difficulty tracking down
two duplicate check requests and a
lone duplicate payment as a result
of the client being invoiced by two
separate divisions of the same
company. Locating the other five
duplicate payments required much
more analysis time and required
pulling scores of paid documents to
review. Two of the five duplicate
payments were legal bills approved
where the vendor rebilled the
charges using different invoice
numbers and different dollar
amounts.



After exhausting the hunt for duplicate payments using their audit tools, the audit firm now sought to discover if its client
vendors had open and valid accounts receivables supporting the outstanding payments due to be escheated. Next,
vendors had to be contacted by the audit firm.

The audit firm would communicate specifics behind the outstanding payments and then wait to for the vendor to complete
their research. It should be noted that scores of vendors did not, nor were they willing to respond. The age of the
transactions being years old and the time involved to research these payments precludes many vendors from responding.
One can understand this, since, the audit trail grows cold and the knowledge base is no longer available to shed any light
as to why the payments went uncashed.

Because of the escheatment filing time constraints on the audit
team, the recovery process needs to be effective and efficient. An
audit firm with the experience understands how to ask the right
questions directed to the right people, sometimes both to the
vendor side and to the client company side.

Having access to outstanding payment source documents, the
auditors are then able to follow the audit trail to help them work
with the vendor and the client contacts to determine the existence
of an open liability. However, the audit firm needs to have the
payee confirm in writing that no open liability exists before the
payment can be removed from the up and coming escheatment
filings.




In addition to the aforementioned $85,000, Pinpoint was able to
obtain vendor confirmation in writing, 16 additional outstanding
payments totaling approximately $137,000 that could be voided,
thus avoiding escheating this amount of money to the states. A
review of the vendor reasons that supported the decision to
avoid escheating 16 outstanding payments were as follows:

*Received vendor(s) written confirmation that prior credit card
payments satisfied the outstanding check request payments for
3 local restaurant events.

*Received 8 vendors written confirmations after vendors
completed their research, said they could not locate any open
accounts receivable matching the outstanding payment.

*Received 2 vendor written confirmations after the vendor
completed their research disclosed, that stated no open
accounts receivable existed since the outstanding payments
were as a result the payment of cancelled invoices.

*Received 3 vendor written confirmations after the vendor
completed their research disclosed that no open accounts
receivable existed since the outstanding payments were as a
result of the payment of balance forward amounts.

The audit firm contacted internal company personnel to
assist them with their analysis which led to 3 additional
recoveries that totaled approximately $1,800. One
company individual provided the audit firm with a copy of a
33 month old email instructing that the payment in question
should have be voided and stopped which was never acted
on. The two other recoveries were discovered when
responsible company personnel noted that both estimated
payments issued but not cashed by the vendor could be
voided since actual payments were issued and cashed 30
days after the estimated payments were issued.

The audit firm provided the client detail documentation
supporting the proposed recoveries. The audit firm
recommended that the payments be stopped and voided.
The client spent a fair amount of time performing their own
due diligence and agreed with the audit firm’s
recommendations. The audit firm provided documented
reasons why these outstanding payments should not be
subject to escheatment filings. The company also realized
that there own best effort due diligence fell short because
payees failed to respond to their prior correspondence and
contacts. Further, company resources were just not
available to complete a thorough and detail review of the
hundreds of outstanding payments.




Case Study Wrap Up

Time Consuming Process - As you can see, determining the existence of an open
accounts receivable or confirming a client liability related to the outstanding payment that
IS sometimes two or more years in age is most time consuming and can easily lead to
dead ends.

Specialized Audit Tools and Processes - To achieve such positive results Pinpoint’s
audit teams have been analyzing outstanding payments for over ten years and have built
specialized audit tools supporting their recovery process. They have heard all of the
stories from vendors which includes vendors admitting not depositing the payment but
saying they destroyed the check or they claim to have sent the check back to the
company. When reviewed more in depth, the typical reasons for not cashing the checks
includes: “we billed you in error”; “we had an old credit on account...and the A/R amount
was already applied to the invoice payment”; “the invoice was cancelled”; “the payment did
not belong to our company”; “the check was a duplicate payment”; or “we had no open A/R
amount”.

Conclusion

With all of the reasons, one can quickly see why normal vendor payments sometimes go
outstanding for years without the vendor seeking payment. It takes significant time and
effort to thoroughly research outstanding payments. If you don’t have the resources with
some expertise and do not possess the audit tools, then hire a recovery audit firm to
ensure your company only escheats the dollars it should be escheating. As you can see,
Pinpoint’s efforts were cost justified.



