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In every organisation, there may be times when it is difficult to meet critical cash requirements.
As business revenues ebb and flow or receivables spike and impact cashflow, these issues can
adversely influence the primary task of Accounts Payable departments: To pay the bills.  
The U.S. Bureau of Labor Statistics estimates that about 20% of new businesses fail within the
first year. Roughly half survive five years, and only about 32% manage to reach the ten-year
milestone. As this is a prevalent concern for many businesses, it makes cash maximisation vital
to run a sustainable business.  

When thinking about cash optimisation or cash maximisation, most people automatically assume
that the best way to address the issue is to extend payment terms or hold on to cash beyond the
payment terms established with suppliers. However, these approaches are usually reserved for
times when cash needs have already become a crisis.  

Instead of using the methodology applicable in a cash crisis, it makes more sense to focus on
meeting obligations and identifying the weaknesses that cause cashflow issues. By taking a
proactive approach to the following aspects of AP (Accounts Payable), your business can
maintain optimum cashflow that leads to a more stable and sustainable business: 

1.
2.
3.
4.
5.
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Controlling and Managing Payment Terms

Companies that utilise properly aligned business practices should have no more than ten
different payment terms across their vendor base. This makes a lot of sense, depending on the
region that you are in, prompt payment regulation can quickly add interest of 4% to the
outstanding amount.

https://www.bls.gov/
https://www.bls.gov/
https://fiscal.treasury.gov/prompt-payment/


Managing payment terms to meet established obligations with vendors is not only about being a
good customer; it is also the single best way to control the cash flowing out of your organisation.
While many managers think this is primarily about increasing or lengthening payment terms, the
real issue is how to apply the terms that have already been negotiated.

When asked a few simple questions, “What are your company’s standard payment terms?” or
“How many payment terms does your company support?” – most companies know what their
standard payment terms are, but when the data is analysed, the payment terms that are
supposed to be the standard are not, and there are usually a lot more than they think.  

In reality, a typical organisation has 30+ payment terms to maintain and oversee. This not only
adds to the AP workload but also increases the risk of breaching payment terms – having
consistent payment terms protects your revenue and reduces the effort involved.  

On the upside, there may be prompt payment discounts that you can avail of by having a solid
handle on your payment schedule. The average discount percentage from vendors that apply this
practice is 2% – this can add up to a nice figure that goes straight back to your bottom line.  
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Identifying and Preventing Duplicate Payments

Duplicate payments affect every large Accounts Payable department across the country. No
matter how effectively managed the department is or how stringent their processes are,
duplicate payments do occur and impact profits. As companies are forced to work in an
economic environment where cashflow issues push payments out to the wire, there is often an
increase in duplicate payments.  

The reason for this is normally quite simple: as invoices age, vendors are likely to resubmit an
invoice in an attempt to trigger a payment. This innocent resubmission leads to duplicate
payments that require the AP team to spend additional time resolving the issues.  

That’s for the ones that are found, for the rest – it means that you have paid a vendor multiple
times for the same service or product, and the bottom line takes the hit.  



While most companies use a quality ERP (Enterprise Resource Planning) system in conjunction
with audit software to identify duplicate payments, these systems catch only a small percentage
of errors. Using a radius approach, a standard ERP system may catch the first layer of duplicate
payments and additional software may double the radius.  

Yet, these two systems typically still leave more than half of potential duplicate payments on the
table. This can amount to a serious revenue leak unless it is properly addressed. Recovery audits
will help, but it is most effective to have a proactive approach that applies specialist technology
to monitor the situation on a continuous basis. 
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Cleansing and Maintaining the Vendor Master File

  Inactivate Unused Vendors 
Always check for any open purchase orders as a rule.

Recognise your company’s indicators and cycles and reduce accordingly. 
Resist the urge to be too aggressive.

Save time and further issues by using a tool that will identify the duplicates for you.

The vendor master file provides multiple levels of controls for the maximisation of cash:
Payment Terms, Duplicate Payments, and Fraud. As an example: the Vendor Master File can
create several areas where duplicate payments might occur, which may negatively affect cash
flow.  

Here are some of the most effective ways to cleanse your vendor list: 

1.

    2.  Inactivating Vendors Not Used Within 48, 36, or 24 Months

    3.  Inactivate Duplicate Vendors



Once this clean-up is performed, the AP team managers must monitor their vendor master files
consistently going forward: 

Monthly Inactivation of Vendors
Applying steps one and two of the vendor master file cleanse on a consistent basis (monthly is
ideal) will transform cleaning up vendor master files from an ad-hoc “reactive” approach to a
methodical and proactive maintenance process.

Tracking and Analysis of Additions/Changes
By implementing a tracking process to see who is adding new vendor master files or making
changes, companies are better able to address process failures to the appropriate staff member
or department. Specifically, organisations should pay close attention to changes in payment
terms which would accelerate payment dates to far sooner than necessary.

By cleansing and maintaining vendor master files to ensure their accuracy, businesses will also
benefit from maximising cashflow through reduced duplicate payments and increased ability to
recoup any unavoidable erroneous payments.  
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Leveraging Procurement Cards for Maximum Benefit  

Recently, many companies have come to a realisation about leveraging the various incentives
that card issuers offer due to their purchasing power. Over the last decade, the use of
procurement cards has increased substantially, going far beyond their original intent as a simple
way to handle small purchase payments. 

Organisations have embraced p-cards and their flexibility; they are now being used for much
larger purchases and even some large recurring payments (such as rent and utilities). Even the
government procurement policy is changing to increase their use on the basis of supporting cash
flow for vendors, but the benefits work both ways. 

https://www.gov.uk/government/publications/procurement-policy-note-0320-use-of-procurement-cards-coronavirus


In reviewing spend analysis, companies should identify vendors who have low-value, high-
volume invoice transactions. By converting specific vendors with these metrics to p-card
payments, they can immediately activate a 30–45-day payment extension. 

Identify the vendors that are currently being paid with multiple payment types (such as both
invoice and p-card) and simplify to just one payment type. Over time, using multiple payment
formats can lead to an increased duplicate payment rate and other error-producing
conflicts. 
Procurement card data should be analysed to monitor purchase activity by Merchant
Category Code (MCC). Reports that isolate purchases by MCC code are an ideal way to
identify non-standard or fraudulent activity. 
Reporting should be applied to aggregate both p-card and invoice spend to provide insights
on the true total purchases. This data is invaluable in contract negotiations and identifying
any missed contract incentives. 

By using procurement cards, an organisation can naturally extend payment terms, sometimes up
to 30-45 days beyond what would be required with a typical invoice process. They also learned
to leverage all the other incentive card benefits, taking full advantage of rebates, cash-back
rewards, and online retailer discount portals, all of which provide a solid return to companies.  

Beyond these tangible benefits, AP teams also understand that p-card transactions can
automate some data entry tasks that would typically be required in a traditional invoice process.
In order to use procurement cards in the most optimal way, companies should consider the
following: 
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Purchase orders offer several advantages to businesses intending to optimise their cashflow.
They add another level of control to the purchasing cycle and increasing their use can help with
standardisation of the Accounts Payable function.  
 
Through the use of POs, insights that directly affect the cashflow cycle can be highlighted.  
POs facilitate an increased level of visibility to upcoming cash requirements, which provides the
ability to forecast with greater accuracy. 
 
As orders are placed and fulfilled, a PO can signal upcoming cash disbursement needs long
before invoices appear. This is a powerful tool in planning cash expenditure to maximise
flexibility. Using POs also presents opportunities to bring greater consistency to vendor
processes. Through detailed reporting, the AP team can implement and monitor certain vendor
requirements, such as mandatory POs for all purchases over a certain level or the consistent
application of specific payment terms.  
 
Increasing the audit trail via POs has a number of positive effects on cashflow and contributes to
an overall alignment of business processes that serve to strengthen operations. By
understanding this impact, companies can implement changes that improve cash flow.  

6

DATA-INFORMED

WHITE PAPER | ACHIEVING CASH MAXIMISATION IN ACCOUNTS PAYABLE

Standardising and Expanding PO Usage 



Every organisation understands the importance of cash
optimisation, it remains a top priority in the business
world. From the impact of duplicate payments to
accurately meeting payment terms, a number of factors
influence the way cash flows out of the Accounts
Payable function.  
 
In order to meet the ongoing challenges presented by
this part of the purchasing cycle, Accounts Payable
teams must equip themselves with every tool and
resource available. By implementing the key points
included in this paper, your company can make a real
impact on its efforts to optimise company cash
positions. 

Conclusion
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