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In the world of financial accounting, audits remain a key staple of the industry. They support high
rates of regulatory compliance, reinforce best practices, and are designed to recover any losses
and improve business performance.  

Yet, there are lots of people and organisations who believe that audits are not a priority for their
business and that they can be postponed until people have more time available. This can be
compared to postponing a physical health check until you are obviously sick because you’re too
busy!  

Too often, companies spend time tackling errors only when a significant loss is discovered, like
an issue with a large invoice payment, but there are issues simmering underneath the surface
which should be of greater concern because they add up quickly.  

We are human, and we make mistakes—to accept that those errors happen in Accounts Payable
and recover the resulting losses quickly is good business practice.  
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The Background

Every day, global Accounts Payable functions struggle to minimise their error rates and deal
with the subsequent losses incurred. They spend hours tracking and correcting mistakes, and for
the most part, they do a good job. Some do an outstanding job, as is evident in the global minimal
error rate, which can be as low as 0.1% of all transactions.  

At the lowest level of error rate, this translates to one error in every thousand transactions — an
average that most companies would love to maintain. Taking that into context, if an organisation
processes 50,000 invoices per year, with an average error rate of 1/10th of a percent, they can
expect 50 errors. If this organisation’s average invoice value is $4,000 (for example), then their
expected loss from these errors is $200,000 per year. 

At the other end of the scale, there are organisations that are losing a lot more revenue due to
errors in financial transactions that are overlooked or unfound. The global maximum error rate is
around 0.6% of all transactions. Applying the same logic as the previous example, this error rate
of six in every thousand transactions equates to $1.2M. It’s easy to see how costly the issue
becomes over time.  
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Key Contributors to Revenue Loss

The cause of the errors that contribute to losses incurred in AP are generally consistent. It is not
the variation of the errors that underpin the problem, it is the repetition of the same problems
occurring that causes the biggest issue.  

The following are some of the most common contributors: 
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For companies with more than one of these in play, the level of loss exposure they experience is
around triple the average. 

Manual handling
of transactions

Incorrect/inconsistent
vendor master information

Re-input of information
into multiple systems

Working outside of a system
(e.g., offline spreadsheets)

Soft-stop system environment
(e.g., allow overrides)
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Recovering the Losses

Once a company has acknowledged the potential of errors in their AP department and quantifies
the potential value into an assumed recovery amount, they must then determine how to go about
the recovery process. There are three primary options for this, which are: 

  DIY Internal Recovery1.

Internal audit reviews are the true DIY approach. They don’t require a budget, which would be
necessary for bringing in a third-party auditor or a technology tool, and they are designed to find,
understand, and correct errors. 

This involves statement reviews, which entails contacting suppliers and requesting a statement,
then comparing that statement to internal records. Reviewing the statement for any
discrepancies, from missing invoices to missing credits, it is possible to find procedural
weaknesses and recovery hotspots. Statement reviews are essential in internal reviews and are
generally where most organisations start. 

Generate a report which isolates suppliers with the largest number of credits. The vendors’
historical transactions indicate the potential for problems. 
Ask the AP team for input. They’ll have insight into which suppliers may be an ongoing
problem. 
Ask the purchasing, receiving, and QA departments for additional input. The departments'
personnel will know which vendors send short orders, damaged goods, and inaccurate
paperwork. 

However, most companies do not execute statement reviews correctly. Rather than contacting
suppliers with the largest spend (as most companies do), companies would benefit from re-
engineering the way they work through their vendors. A different approach will help to optimise
the recovery of lost revenue, which may look something like this: 
 



Pros
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Cons

Cost efficient

Uses data that is easily
accessible

Engages employees in solving
the problem

Data may be unreliable

Time-consuming for
employees

Can cause employee conflict

2.  Technology-Assisted Internal Recovery

Technology can expedite and amplify revenue recovery efforts based on AP errors. It has the
potential to reduce the amount of human effort involved and accurately determine the areas with
the greatest potential for recovery.  

This type of technology will connect to the data and (optionally) the systems within the AP
function and can analyse vast amounts of information, at speed. Predictive analysis and
correlation statistics are typically used to determine the probability of an error. Probability lies
in the range between zero and one, with a value of one corresponding to a 100% degree of
certainty that the transaction contains an error. 
 
In addition to basic error detection, other benefits come with the application of a technology-
assisted approach. These include the likes of duplicate payment identification, vendor master
issues, matching errors, fraud detection, and prevention.  
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It’s worth noting that based on a survey by KPMG, internal audits only have a            chance of
catching fraudulent activity. Even more concerning is the fact that of the            of the time that
fraud is detected, on average, businesses only regain            of their missing funds. That is
essentially a               chance to recover                  of what has been lost.    
 
As part of a technology-assisted approach, processes for fraud prevention and validation of
internal audit controls can be measured. This enables a business to engage in consistent best
practices within their AP function moving forward, which will help to close process gaps and
minimise the risk of AP fraud on an ongoing basis through continuous monitoring of the data. 
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a fourth

Pros

Cons

Data is reliable

Significant time saved
through automation

Ability to target higher
volumes of transactions

Cost not limited to internal
resources

Employee time may be
required for recovery

Actions to help prevent fraud

Time to recovery is quicker

3.  3rd Party Audit and Recovery Service

Employing a third-party recovery audit service can provide an exceptional level of granular
analysis, experience, and recovery. A third-party recovery audit service can be the best option
for companies that don’t have the time or staff to conduct internal reviews or employ assistive
technology.

As an example of what a typical engagement may look like, here is the Glantus DataShark
approach to AP Audit and Recovery. 

https://assets.kpmg/content/dam/kpmg/xx/pdf/2019/05/global-banking-fraud-survey.pdf
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This captures data from the client’s system (or multiple systems if necessary) and
normalises it for analysis. This normalisation is critical to the success of any recovery
endeavour. DataShark scrubs for any skews caused by P-card data or unclean vendor
master information. 
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  Connect the data into the Glantus DataShark Platform1.

Our next step is algorithm deployment. With many hundreds of algorithms available,
DataShark can accurately assess the normalised data to source potential duplicate
payments. The algorithms are customised to spot P-card to manual transactions, vendor
master information errors, and a multitude of other potential errors. 

2.  Run the Glantus DataShark Algorithms

Once the algorithms have isolated the potential duplicate payments, a refinement process
looks for credits already issued and other cross-system issues. Each potential duplicate
payment is then assigned a percentage of probability of being an actual duplicate payment,
thus allowing the recovery audit team to target their efforts to where they will achieve the
best results. Additionally, an analyst reviewer then works to eliminate any ‘white noise’
from the data flags due to false positives. Reading text entries, understanding unique
vendor processes, and identifying partial payments reduces the list even further. 

3.  Refine the Results

As an example of what a typical engagement may look like, here is the Glantus DataShark
approach to AP Audit and Recovery. 
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Our fourth step is recovery. During this phase, the team takes the refined list of targeted
suppliers and communicates with each. Using a variety of contact methods provisioned by
the software, the team reaches out to each supplier via email, fax, phone, or mail to
request a statement for review. The client can view the status of the statement request,
receipt, and credits applied in real-time through the Glantus DataShark portal. 

4.  Recover the Lost Revenue

Our final step is to provide a root cause analysis. One of the greatest benefits of a third-
party recovery audit is the assessment by an objective team to determine the root cause
of the errors and recoveries. Understanding what caused the original error enables
companies to make sustainable change within their organisation and move forward by
reducing the risk of the errors re-occurring. 

5.  Prevent Re-Occurence

Pros

Cons

Complete objectivity

Root cause analysis for
business improvement

Experienced team of
recovery experts

Most expensive approach

Minimum time required 
from employees
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The Right Way to Address Revenue Loss in AP

The idea of effectively outsourcing an audit and recovery operation is compelling—it has all the
benefits with only one drawback – price! If you choose to engage a third party to run the end-to-
end audit and recovery operation, be prepared for a price that reflects the service.  
 
These days, more companies than ever are looking at a technology-assisted approach. It puts
their AP team in control, and it helps that some of the technology available today is relatively
easy to use.

However, this approach means that the onus is on the business to act on the insights presented
by the tech, and if employees are given the responsibility of overseeing the operation – they need
to follow through to keep things moving smoothly!  



Achieving an optimised AP function is based on a blend
of people, technology, and processes. The balance of
which depends on the best approach for your
organisation and how quickly you want to get there, but
the benefits of having technology take care of the heavy
lifting are clear to see.  

They present an opportunity to transform the AP
function, from a people-centric, manual function to a
technology-enabled business unit that drives revenue
back into the business and sets the standard for
compliance and process efficiency. They say that there
is no such thing as a short cut but there are many ways
to accelerate business improvement. 

Conclusion
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