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Pinpoint Profit Recovery Services
was engaged to perform a recovery
audit of historic payments over a
three year period. Pinpoint’s audit
methodology calls for conducting a
customized and comprehensive
supplier statement review for its
clients.

The first step in the process was to
compile a list of suppliers who
should receive a request for a
statement. Pinpoint worked closely
with the client to customize and
compile the list. Initially the list is
determined by supplier spend size
and transaction volumes.

However, based on Pinpoint’s
experience of conducting scores of
supplier statement reviews, the list
was analyzed thoroughly before
presenting it to the client for
approval. It's just as important to
determine what suppliers to
eliminate from the list as what
suppliers to include for mailing.

For example, certain individuals on
the vendor master such as
members of the board of directors
or employees must be excluded.

Also to be excluded are
governmental agencies, taxing
jurisdictions, and some utilities. By
becoming familiar with and
understanding the client’s business
and operations, a number of
additional suppliers appearing on
the list were excluded.

Pinpoint presented the edited
supplier mailing list to the client for
their review and approval. The
client whittled the list down further
by eliminating suppliers where
there were ongoing disputes or
where they are currently working on
a statement reconciliation. The
client then informed procurement to
make them aware of the soon to be
supplier statement request.

The client approved list contained
the names of 840 suppliers who
were to be contacted. Based on
Pinpoint’s experience and the
process it employees, conducting
an effective and comprehensive
statement review will take at least
250 supplier contacts that takes the
form of an initial letter, follow up
letters, phone contacts made to
non responders, and email/fax
correspondence to complete

the review and reconciliation for
each 100 suppliers on the mailing
list. This amounts to over two
thousand supplier contacts in
various forms to thoroughly
complete 100% of tasks involved in
conducting the statement review.
One may ask, “Why so many
supplier contacts”? The main
answer is that supplier “remit to”
addresses used for the mailing that
go to a lock box often do not reach
the accounts receivable department
and supplier tardiness Is also a key
factor.

The audit team began to receive
replies to the request for a supplier
statement. Each statement was
reviewed for completeness and
accuracy. Questions asked
included; “Has the supplier included
all the of clients accounts in the
submission?”, “Why did the supplier
submit an “Excel” file statement
rather than an A/R system
generated statement?” and “Has
the supplier included open credit
transactions in the statement?”
Pinpoint’'s experience shows that
supplier oversight results in
negative answers to those
questions.



Regardless, all of these questions require contacting the
supplier to request additional information and/or to obtain
further clarification of the statement information provided.

Pinpoint did precisely that to record 49 recoveries totaling
approximately $118,000. Some of the typical recoveries
Pinpoint recorded involved obtaining open and
unprocessed credit memos for returned goods; unapplied
cash on account that was not refunded; miscellaneous
overpayments and supplier overcharges; and repayment of
unused deposits. Pinpoint obtained refund checks, copies
of unprocessed credit memos and written supplier
authorization to deduct the open credits from a future
payment.

Pinpoint noted that the majority of the recoveries dollars
were beyond the control of the accounts payable
department. Open credit memos for returns goods either
were not issued by the supplier or were not forwarded to
accounts payable for processing from internal company
areas. Consequently, Pinpoint went on to perform a more
detailed review of the returns process yielding additional
recoveries and process improvement recommendations.




