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Introduction

While the Accounts Payable (AP) department is
fundamental to a business’s operational efficiency
and financial success, AP processes are manual
and time consuming for many North American
organizations. To increase AP department
efficiency, leading organizations implement
automation tools, which help reduce departmental
costs and drive revenue throughout the
organization. Technology enables AP departments
to sustain their protection of a strong bottom line.

Traditionally, large corporations with greater
financial and technological resources have driven
AP automation, but today, companies of all sizes
are incorporating automation in their back offices.
This has driven a wide variety of AP automation
tool types and an increasingly competitive
assortment of software providers.

In line with this trend, Levvel offers the following
three market observations for 2020:

1 Providers will see an increasing number
of prospects already using automation
software and will have to adjust their
strategies. The AP automation market
is fairly saturated, and many businesses
already have AP automation tools in place.
This is true even down-market, as small and
mid-size enterprises (SMEs) and middle-
market organizations have increased their
AP tool adoption over the last few years.
Survey results indicate that over 40% of
organizations already using software say
that are least somewhat likely to switch AP
automation platforms in the next year. For
this reason, Levvel research believes that
for providers to lure companies from their
current tools, they will need innovative
product development, flexible business
models, and compelling messaging.

2

Supplier portals are driving the
modernization of invoicing methods. In
Europe and Latin America, government
mandates drive electronic invoice (elnvoice)
adoption. While the US is establishing some
standards for digital invoices, the increased
presence and use of supplier portals in AP
automation solutions is making elnvoices
more common. Survey data shows that
more organizations are receiving electronic
invoices. The majority of elnvoice growth

is in invoices submitted by supplier portals,
which now account for 22% of all invoices
received. In contrast, the percentage of

EDI and XML invoices has increased only
slightly. The largest increases in supplier-
portal-formatted invoices have been in SMEs
and mid-market organizations, many of
which have recently automated. Investment
in strong supplier portal capabilities will be
important for software vendors, as will easy
supplier registration processes to ensure
higher adoption.

The toughest part of automating AP is the
tool evaluation process. Levvel Research
shows that companies do not automate
AP due to a lack of executive sponsorship,
few technical resources, and budgetary
constraints. But when asked about the
most challenging aspect of purchasing
software, organizations cited the vetting
of vendors and performing marketplace
research. In response to this, vendors
could consider simplifying the analysis
phase for companies. Additionally, finance
professionals should seek the opinions

of industry experts that offer unbiased,
high-quality, comprehensive marketplace
information.
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This report presents options for back-office
automation and observations about the current and
future state of the software market. Additionally,

it explains the modern AP automation tool.
Organizations may use this report in comparing the
performance and efficiency of their AP department
with others.
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The Payables Market

When organizations envision an automated
invoicing process, they think of a touchless,
paper-free environment in which documents are
automatically routed for approval and payment.
Table 1 shows how closely the average North
American organization comes to this perfect-
case scenario, as well as other AP department
benchmarks.

The following are a few notable trends in this year’s
survey data:

» Data Capture: There has been a slight
increase in invoice data capture since last
year. This year's data also shows companies
automating the data capture process more
evenly distributed across revenue segments
than in previous years. This supports
Levvel Research’s 2019 observation that
more downstream revenue segments were
recognizing the importance of technology.

TABLE 1

Sourcing Insight Report | 2019

Invoice Receipt: A comparison of 2019—

2020 invoice receipt methods indicate

that organizations are receiving a greater
percentage of invoices in a structured digital
format; specifically, via web upload/supplier
portal. Traditionally, larger organizations have
received a greater percentage of electronic
invoices than smaller companies because

it was more likely that both the suppliers

and buyers had elnvoicing/AP technology.
However, the percentage of invoices received
in this format has doubled for SMEs and
middle-market organizations. As stated in the
executive summary, Levvel Research attributes
this to more providers adding supplier self-
service portal functionality to their tools and to
organizations prioritizing this functionality.

Approval Workflow: Most enterprises and
some middle market organizations have
automated the approval workflow step, but it
has remained manual for most SMEs. Survey
results show evidence of this changing, as
the number of SMEs with manual approval
workflow has decreased by nearly 10 percent
from 2019 to 2020.

Segment Homegrown
SME 3 47% 20% 17%
Middle Market " 58% 14% 23%
Enterprise 28 59% 9% 31%

EDI/XML s::ﬂ:fr
38%  39% 5% 3% 16%
30% 3% 5% 7% 21%
2%  29% 5% 17% 27%

SOURCE: LEVVEL RESEARCH ACCOUNTS PAYABLE SURVEY, 2020

"Levvel Research defines organizations with revenue greater than $1 billion as enterprises, organizations with revenue

between $51 million and $1 billion as the middle market, and organizations with revenue between $1 million and $50

million as SMEs.

Hello@Levvel.io | 980.278.3065
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Challenges

Without the proper AP technology in place,
organizations struggle to maintain an efficient
invoicing process. Figure 1 shows the top four

based tool complained of their tool establishing
“no consistent process to receive and approve
invoices.” They also described their AP department
as “paper intensive,” despite the AP software.
Others called their ERP-based tools “inadequate”

organizational challenges: manual data entry and
inefficient processes; manual routing of invoices
for approval; lost or missing invoices; and receipt of
the majority of invoices in paper format.

and “clunky" with “too many steps.”

When asked to describe their biggest AP-related
challenges in their own words, respondents cited
many difficulties. These related to having fully
manual AP departments, but they also related to
dealing with inadequate, outdated AP software.
Many using an enterprise resource planning (ERP)
or homegrown tool for managing invoice processes
criticized their software for requiring manual input
of invoice details. One respondent using an ERP-

Pain Points of Manual AP Processes

Manual data entry and inefficient processes [N 512
Manual routing of invoices for approval | NN 7%
Lost or missing invoices [NNEGGEGEEENEEEEEEEE 33
Invoice to payment matching [ NNRNREGTEEEEEE 31%
Inability to approve invoices intime to capture discounts [ NNRNRNRELIINEGQBS~ N 79
Duplicate invoices and/or payments [IIINININGEEEEEEEE 05%
Majority of invoices received in paper format [ RGN 05
High number of discrepancies and exceptions [ I NRNRNRNGIINNNNENENGEGEGE 23
Lack of visibility into outstanding liabilities | N RN 7%
Fraud and security issues [ NRNREEEE 16%
Compliance / regulatory reporting issues [ INNNEIEEEE 16%
Decentralized AP processes [ NI 16%
Supplier inquiry management [N 14%
Other M 4%

% of Respondents



LEVEL

V/ RESEARCH

Benefits

AP automation resolves a number of the manual
AP department’s shortcomings. Figure 2 shows
that with AP automation, many organizations

are able to accelerate approval cycles, eliminate
paper, and improve employee productivity. It has
many residual and strategic benefits as well, such

as improving supplier relationships, simplifying

audits, and reducing fraud and duplicate payments.

According to Levvel Research’s observations,
organizations understand these advantages
and view automation as an opportunity to

technologically and operationally modernize and

enhance their AP departments.

Improvements From AP Automation

Quicker approval of invoices

Increased employee productivity

Reduction in paper invoice volume

Lower overall AP processing costs

Improved visibility into unpaid invoices

Reduced invoice exceptions and/or duplicate invoices
Reduction in late payment penalties and interest
Reduced invoice and payment fraud

Better compliance with regulatory require ments
Improved supplier relationships

Increased capture of early discounts

Other

I G 4%
I S
I S
L A
LA
I 3%
I 349
I 0%
I 0%
I s

I o

B >

% of Respondents
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Barriers

Despite the challenges of manual AP processes
and the benefits of automating, many organizations
do not prioritize implementing cloud-based

When organizations were asked to elaborate on
the barriers to adoption in their own words, many
cited potential security and regulatory issues, a
particularly common worry in the public sector and
for organizations that receive government funding.

software. Figure 3 shows that the most common
barriers to this implementation relate to a scarcity
of in-house resources. Some speak to a lack of
education (e.g., not understanding solutions), while
others show a lack of support (e.g., no budget, lack
of resources for managing an automated solution,
delayed implementation).

This is a valid concern, as not all software providers
are equally equipped to address these particular
issues, but there are providers that have developed
specialized capabilities to mitigate these hurdles.

Barriers to Adopting a Cloud-Based AP Solution

Lack of budget 33%

Current processes work 31%

Lack of technical resources to manage an automated solution

28%

Lack of understanding of current available solutions 26%

No executive sponsorship/buy-in 25%

Imple mentation/training takes too long 25%

There won’t be an ROI 19%

Our process is too complex 14%

Other

6%

% of Respondents
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AP Software Use Cases

Types of Software

One of the most effective endeavors that
organizations pursue in order to modernize

their finance department is adding automation

to it. In addition to the previously mentioned
benefits, these tools make AP professionals’

lives easier. Implementing automation itself can

be an intimidating journey, as buying companies
have questions on where to start, which vendor

to choose, and what features to look for. A good
first step is to understand the most important
distinctions between the different types of software
options available. Levvel Research separates these
technologies into three distinct classifications:

« AP management tools included in an existing
instance of ERP/accounting software

« Tools developed by internal technology
resources, either standalone or as a plug-
in to existing ERP/accounting software (a
homegrown solution)

«  Third-party, cloud-based plug-in automation
tools

ERP-based AP software is the most widely used
tool by finance departments. These tools function
as a built-in feature or add-on to the core ERP
software. The appeal is largely ERP-based tools'
low barrier to adoption, as they require less
investment in implementation than other software
types since the ERP is already installed. This
typically also means less training is necessary for
users. Because the ERP is often a fundemental
component of the finance and accounting process,
it may seem natural to use an AP module within
the system, but this is a misjudgment of an ERP’s
primary purpose.

ERPs are best suited as financial repositories and
are incapable of truly automating the AP function,
as they don’t have the robust capabilities of
software designed solely for this purpose. There
are also gaps in user satisfaction with these kinds
of tools. Many respondents using an ERP-based
tool said that they wanted a solution that was
“more automated” and that their current software
fell short, particularly in the workflow and imaging
aspects. ERPs are also older in comparison to other
types of software; ERP respondents are almost
twice as likely as cloud respondents to have had
their software for six or more years. Additionally,
ERPs are difficult to update because they hold

so much mission-critical information in so many
different business areas. Therefore, ERP-based
tools are more likely to have outdated technolgoy
and user experience.

Homegrown automation tools are custom-
designed for each organization’s needs and
technology systems, and well built tools capture
the nuances and unique challenges of individual
AP departments. This can be especially useful for
industries with highly specific needs, such as the oil
and gas industry with its field tickets and complex
service needs, or universities, which use grant-
based accounting.

The biggest shortcoming of homegrown tools is
their inability to adapt to the constantly changing
needs of businesses. Homegrown tools can be

a fiscal and temporal drain on resources, as they
need to be maintained, developed, and updated
constantly, and they can become outdated and
obsolete quickly. Companies with homegrown tools
are more likely than any other group to have used
them for six or more years and generally report the
lowest satisfaction among all organizations
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using automation software. If an organization

is experiencing growth and change with any
regularity, a homegrown tool is unlikely to be the
best option.

Cloud-based tools are are dynamic, affordable, and
flexible, and are usually the most modern software
of the three options; most businesses having
adopted them in the past two to three years. While
not a module of an ERP, cloud tools can be closely
tied to an ERP through integration; some have
specializations or features for specific industries

or market segments. Cloud tools also offer a host
of benefits beyond the ones most frequently cited.
For example, survey respondents reported that
they were enabled by their software to expand
their international presence, achieve ROI earlier
than projected, and modernize their entire finance
function.

Cloud-based tools are

dynamic, affordable,
and ﬂeXible, offering

technology that enables business

agility.

v
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Core AP Software Features

The five core components of cloud-based payables
software offer different benefits and use cases for
users in company-wide roles. The following section
defines these features and gives insight into who
they’re designed to benefit. It will also discuss their
perceived importance and organizations’ typical
levels of satisfaction with them.

Invoice Receipt

Definition & Capabilities: There are several levels
of automation and digitization that can be applied
to the invoice receipt process. The most basic level
involves electronically storing PDF invoices and
using front-end imaging to scan paper invoices.
These invoices are then keyed in by AP staff
manually and stored in a computer database. This
is the level of automation usually offered by a basic
ERP or homegrown tool.

The next level of automation uses optical character
recognition (OCR) to automatically recognize text
within scanned images of paper invoices or PDF
files, extract relevant data, and convert it into a
digitized, machine-encoded format. Once the

data is extracted, it is then verified against a set of
configurable validation rules and appropriate back-
end information (e.g., invoice numbers within the
AP system). This automated validation technology
ensures consistency and compliance before
information is entered into and processed by the
invoice management system. This is the level of
automation seen in advanced ERP plugins and
homegrown tools and basic cloud-based ones.

The more advanced automation providers will
pair OCR with artificial intelligence (Al) that can
intelligently enter the applicable invoice fields.

The technology goes a step further by using
information from similar vendors and invoice
formats and building an invoice pattern for an
organization and invoice type. This ensures

that invoicing gets increasingly accurate and
requires less human intervention as time goes on.
Leading tools also offer language translation of
scanned data, which is particularly useful for large,
multinational entities.

But in automation, OCR is a road stop, not the

final destination. In practice, using it often involves
manual rekeying, further verification, and additional
attention. The goal is for as many invoices as
possible to be sent in a truly digital method. This
makes AP nearly touchless, with the only human
intervention being exception resolution. The three
digital methods are detailed below:

1. Traditional direct integration with the supplier's
back-end AR system, typically achieved via
Electronic Data Interchange (EDI) of XML files.

2. Online forms (usually as part of a supplier
portal), which ensure that a uniform invoice is
submitted every time.

3. A print-to-cloud solution that validates PDF
elements instantly and notifies suppliers in
real time if their invoice is missing necessary
elements.

Who Benefits: Automated invoice receipt has the
largest impact on AP staff who are responsible
for manual tasks such as data entry. Automation
reduces the amount of time-consuming, low-value
tasks AP clerks and accountants are charged
with. It also reduces the volume of paper, which
lowers department cost. Management-level staff
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can spend less time addressing discrepancies or
solving disputes and turn their focus towards more
strategic, value-add initiatives.

Importance & Satisfaction: 78 percent of
organizations with invoice receipt said it was an
important feature of their AP software. However,
only about half of the organizations with the
feature are satisfied with it, likely because many
are using OCR to capture data from non-digital or
unstructured invoices, which can be inaccurate
and require human intervention. OCR used to

be seen as a strong solution for companies that
receive primarily paper invoices; however, as more
companies adopt digital invoice formats, data
capture has become a bandage rather than a true
solution.

Invoice Management & Workflow Automation

Definition & Capabilities: IWA solutions manage
how different types of invoices are routed for
approval and processed. AP departments can
customize workflows to their specific needs; for
example, they can send one department’s invoices
to a designated approver, set up approval chains
with multiple approvers, or require additional
information for specific types of invoices. IWA is
seen only in advanced ERP-based and homegrown
tools, but it is a standard offering in third-party,
cloud-based ones.

User roles and access rights can be set to
correspond to the organization's existing hierarchy,
and can be configured for exceptions. Many
solutions give client administrators control over
individual user access rights. Administrators

can then delegate the types of approvals for

each employee, their level of visibility, and their
authorized dollar thresholds.

Some solutions will complete PO-based invoice
matching, which involves automatically linking
invoices to purchase orders or other receipt
documents. Then they will route the invoice to the
appropriate approval chain based on predefined
business rules. Non-PO invoices are routed directly
to the appropriate approvers, unless the solution
offers the ability to dictate unique workflows based
on invoice contents.

Competitive cloud solutions provide field-level
matching, meaning that they match specific
characters in invoice line items with their
counterparts in the POs. The leading solutions

will also allow those line items to be assigned to
multiple cost centers and POs. If the invoice fails to
match the PO, the exception management process
starts. In the case of an exception, the document
will be routed back to the supplier for correction
or flagged to be examined internally. Advanced
tools enable customizable workflows depending
on the characteristics of the exception and invoice
and allow for setting thresholds for discrepancies
between PO and invoice. In the event that the
approver is out of the office or occupied with other
work, delegation rules and escalation procedures
ensure that the document is not sitting idle. These
rules can be prioritized based on invoice amount,
early payment discounts, and payment due dates.

Users are notified of approvals and exceptions

via email or mobile alerts. The more advanced
tools will allow for resolution within the email itself,
while more basic ones simply offer a link to log in
to the solution. Leading solutions also have fully
developed mobile applications or responsive web-
based apps where the core desktop functions can
be performed on a smartphone.
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When combined with elnvoicing capabilities,
IWA completely automates organizations’
invoice processing, in some cases even enabling
immediate payment for invoices that meet all
validation rules. This is especially useful for low-
value or recurring invoices, and allows AP staff
to focus on exceptions and other tasks. The IWA
feature gives a real-time look into documents’
status and progress, stores their history, and
provides an audit trail.

Who Benefits: Invoice management solutions affect
all levels of an organization. Invoice workflows
that were once manual, sometimes requiring
authorization via hand, email, or even stamp-to-
paper approvals, are now managed by automated
software. Instead of AP team members spending
time tracking down the correct approver(s) for
each invoice, an IWA solution automatically routes
invoices to appropriate managers electronically,

as well as sends notifications and reminders to
prevent delays. These alerts and custom controls
reduce the time necessary for middle and upper
management to oversee approvals. Invoice
management solutions also record entire workflow
histories, which helps with auditing and identifying
errors. Those at the C-suite level will see the cost
savings resulting from reduced invoice approval
times and increased early payment discount
capture.

Importance & Satisfaction: Invoice workflow

is viewed as important by over 90 percent of
organizations, making it one of the most critical
features in AP automation software. It also has one
of the highest satisfaction ratings from users. It is
important to note that the larger an organization

is, the more satisfied they are with the feature,
which is likely a combination of these organizations

tending to implement more advanced software and
deal with higher document volumes than smaller
companies, making this feature more critical to
large companies' success.

Electronic Payments

Definition & Capabilities: ePayments software
enables organizations to optimize their existing
payment processes by streamlining and enhancing
the tedious steps of payment management. A
basic solution initiates a payment either from an
ERP or by notifying the AP department, while more
advanced solutions manage payments through to
the end either in-house or by a partner-provided
service. At the bare minimum, software providers
should be able to integrate with a payments tool
and handle reconciliation with an ERP. ePayments
solutions also facilitate ACH transfers and
integration with back-end AP and AR systems.

ePayments tools support methods such as
checks, ACH, wire, and purchasing cards, and
they offer more detailed remittance information
and other functionality, which traditional methods
lack. Additionally, many solutions offer web-pay
portals that provide vendors with real-time invoice
and payment transaction status. These portals
also support different payment types, as well as
automatic formatting of remittance information
based on supplier preferences.

Some ePayments solutions also feature working
capital tools; often, these are simple discounting
tools that can be leveraged during the invoice
workflow process. Working capital optimization
involves strategically optimizing cash flow by
reevaluating and restructuring payment times
and terms to make them more favorable for
organizations. More advanced working capital
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tools that can integrate into a payables platform
are usually available through separate providers,
supporting features such as dynamic discounting
management (DDM) and supply chain financing
(SCF) programs, and other strategic tools that may
restructure payments and ensure rebate capture.

Leading ePayments solutions also provide other
payment management services, such as mobile
applications, audit trail functionality, and payments
approvals. Advanced ePayments tools will also
support commercial card programs. “Commercial
card” is the umbrella term for payment cards used
in B2B payments, and are not to be confused

with consumer cards (i.e., personal credit cards).
Common types of commercial cards include
purchasing cards (p-cards), corporate cards, fleet/
vehicle cards, ghost cards, single-use cards, virtual
cards, and declining balance cards.

Some platforms also offer global payment
services, which manage the more complex
components of cross-border supplier payments,
including regulatory compliance, international
tax requirements, and checking suppliers against
international Do Not Pay lists.

Who Benefits: ePayments solutions directly

impact employees at the staff level by reducing
the need for time-consuming tasks such as paper
check processing. These solutions can handle
payment reconciliation and data maintenance
tasks, freeing up staff for other tasks. Mid-level and
upper management staff see a great reduction in
maverick spend, fraudulent payments, and security
concerns that result from less controlled payment
methods like checks. C-suite professionals can
strategically manage payments and optimize cash
flow, and see bottom line improvements from
reduced costs and from higher rebate capture
through commercial card use.

Importance & Satisfaction: 77 percent of
respondents consider the ePayments functionality
of their software important, a low figure relative

to the other core features. About 57 percent

are satisfied with it. Levvel Research credits the
somewhat low importance figure to the thinking
that some organizations do not use their tool for
payments, but merely to send a ready-to-pay file
to their ERP. Additionally, previous research shows
that organizations are more likely to use a bank
online bill pay tool and non-electronic methods
than they are to use ePayments software.

Reporting & Analytics

Definition & Capabilities: Payables platforms
include comprehensive reporting and analytics
capabilities that provide unique and valuable
insights into many areas of the business. Basic
tools provide the opportunity to export data

into another tool, while advanced ones feature
interactive dashboards that can be customized
and tailored to the individual organization and
its processes. Reports include elements such as
first-pass success, exceptions, and open invoice
statuses.

Advanced analytics tools offer internal
benchmarking capabilities, drag-and-drop report
building, and drill-down capabilities. The ability

to analyze specific report details allows an
organization to view a single set of data from
multiple perspectives, which creates reports that
are tailored for use by different operational areas.
Reports and dashboards can be used to make
user interfaces more efficient; for example, the
homepage for an approver can be customized to
only include relevant invoices. Users can import
data from different sources and leverage it to gain
new perspectives into spend, such as integrating
map tools to show the locations where spend is
occurring.
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Who Benefits: Reporting and analytics tools
benefit users at all levels in an organization, but
are particularly useful for administrators and
decision-makers with more strategic tasks and
goals. Reports summarize spend activity and help
managers and the C-suite to identify spending
trends, optimize spend policies, and improve
efficiency. Reporting dashboards give visibility into
potentially fraudulent activity, spend occurring out
of company policy, employees who are delaying
invoice approval workflows, and suppliers that
frequently send duplicate or incorrect invoices.
The insights generated by advanced reporting and
analytics tools aid C-suite professionals in targeting
trouble spots and provide a holistic overview of the
organization’s cash flow.

Importance & Satisfaction: Reporting is one of the
most highly valued features of an AP automation
tool, with over 90 percent of organizations
deeming it as important. Companies also tend

to be satisfied with the reporting capability

their current solution offers, demonstrated by

a satisfaction rate of almost 70 percent, the
highest of the core features. Many departments
adopt AP software to increase visibility into their
operations and to give them a more real-time look
into their payments, and reporting is an important
component to accomplishing that goal. Levvel
Research also noticed several years ago that
reporting and analytics features started to take
more precedent among software providers, which
corroborates AP professionals’ high satisfaction
with it.

Supplier Management

Definition & Capabilities: Supplier management
features centralize, control, and optimize supplier
data. Supplier management functionality features

a supplier self-service portal where suppliers can
upload invoices, check on payment statuses, and
update payment information. Platforms establish a
confluence for communication between buyers and
suppliers, mostly to resolve errors, exceptions, or
other disputes. Supplier portals reduce low-value
activity and labor duplication by consolidating
queries into one platform. They also help manage
various compliance requirements throughout the
supplier relationship lifecycle. Some solutions
permit buyers to create custom business rules at
the point of supplier portal invoice upload; these
rules create instant error notifications and allow PO
flip from within the portal.

Who Benefits: While self-service tools are created
for the supplier, supplier management functionality
benefits the buyer as well, as it can increase
supplier adoption of a company’s payables
solution. Automated supplier management also
reduces the manual work required to address
disputes and queries, increasing time and cost
savings, and enhances transparency among

all parties. Better visibility and communication
facilitated by supplier management functionality
improves both supplier relationships and supply
chain operations as a whole.

Importance & Satisfaction: About 80% of
organizations deem supplier management
functionality to be an important part of their

AP software. Levvel Research believes that

the importance of this feature has grown as
organizations try to develop closer relationships
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with suppliers, build more geographically diverse
supplier bases, and try to increase their electronic
invoice volume (which is enabled by supplier
portals). About half of the organizations utilizing
them are satisfied with this aspect of their tool,
with mid-market companies more likely to express
dissatisfaction towards their supplier management
feature. This may be due to middle market
organizations growing dissatisfied with more basic
tools that might appease SMEs, but not being
ready to adopt a more fully featured software like
enterprises.

Emerging Technologies in AP

The features of AP automation software are
strengthened by emerging technologies, including
Al, machine learning (ML), robotic process
automation (RPA), blockchain, and big data.
Increasingly, these innovations’ application to

AP is becoming less abstract. Their usage is so

common that leading vendors have them ingrained
in the core of their software, and basic providers at

least have a plan for how they will use them in the

future. Many organizations have started to see real

benefits to utilizing these emerging technologies
in their back office almost half of manual
organizations consider this tech as important in
thinking of a potential solution.

While there is certainly excitement around these
technologies, there are still plenty of organizations
that do not understand their application to AP.

- Atrtificial Intelligence and Machine Learning (Al/
ML): Al is a machine/computer that is designed
to mimic a human’s ability to think and utilize
logic. ML is a subset of Al that improves on
this process. ML is the ability of machines
to learn patterns and habits to carry out and
improve upon processes without explicit
human instruction. Al and ML are integral parts
of AP automation and they’re used in many
different ways, including detecting errors and
discrepancies, intelligently matching items
across purchase documents, and learning
invoice and supplier habits to improve invoice
capture and decrease human intervention.

- Big Data: Big data refers to datasets that are
too large and complex for humans to extract
significant conclusions from. Big data analytics
is the application of Al and ML algorithms to
these datasets to analyze and detect trends.
This not only gives organizations a better look
into their past performance, but can be used to
predict future outcomes
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+  Blockchain: In the context of AP, blockchain’s
best application is to ePayments. It's defined
as an expandable set of records that carry
and store unique information regarding
transactions and events. The “block” aspect
refers to the singular action and the related
information, while the “chain” is the public
record system that links the actions together.
Blockchain is appealing because no part of
it can be altered or modified after the event
takes place, making it a secure, reliable source
of truth. It is still in the early adoption phase,
but is used to increase the security of data and
money transfers, facilitate connections among

groups and individuals, and decrease latency
in transfers between parties.

The features of AP automation

software are Strengthened
by emerging
technology, andiss

application to AP is becoming less
abstract.

v
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The Buyer's Guide

Current State Assessment Walkthrough

Once an organization has decided that automation
is a viable option, the next step is mapping out

the current state of the AP function. Teams should
avoid blindly undertaking automation without this
crucial step because many issues that plague
departments are process- and structure-related
issues that automation cannot fix alone. Levvel
Research offers questions an organization should

ask in a current state analysis:

Organizations should identify the overall number
of invoices and number by each type (spend

type, local vs. global, based on priority, utility

vs. goods, etc.). This will help create a map that
shows where invoices are routed, and will ensure
that the software vendor can handle the invoice
volume and type. This is also an important step in
calculating ROI and judging which vendor’s pricing
model an organization is best suited for.

This requires the organization to separate their
suppliers by type (relationship length, priority
based on spend, geographic location, etc.). This is
also a good opportunity to identify which suppliers
are sending the majority of paper invoices, and to
build out an onboarding strategy based on that and
other supplier-related parameters.

Some companies allow purchases outside

of centralized procurement departments

or workflows, and therefore require a more
widespread set of reviews and approvals on PO-
based invoices. In this case, the organization can
look for a solution that offers a versatile, accessible,
and controlled collaboration platform for non-AP
users.

If an organization’s AP department is decentralized,
they should prioritize looking for a tool that will
accommodate this structure. If the company plans
to maintain this structure, it is equally important to
take a look at how the invoicing process operates
across different locations. In order to maintain
consistency, reduce exposure to fraud, and
increase departmental visibility, the organization
should adopt a standard invoicing process that is
identical across locations. If standardization is not
an option, working with a vendor to ensure that this
is not a problem once the software is implemented
is critical.

This will help the organization identify what
type of workflow tool they will need, and how to
configure roles-based access. It may also help
the organization identify inefficient or redundant
approval patterns that can be restructured.
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Identifying all AP touches will be very important
when it comes time to build out validation

and approval workflows for invoices during
implementation.

One of the main advantages of AP management
software is the supplier dispute resolution

service, as well as the supplier self-service tools
that naturally reduce queries. This may help the
organization strategically reallocate labor that was
previously assigned to fixing manual-process-
related issues. It is important to identify a solution
provider that offers strong supplier services if
disputes and queries are a significant issue in the
organization.

This entails segmenting the current number of
invoices by paper, EDI/XML, fax, email, and web
portal receipt type. This will help the organization
identify where they should start with automation,
as the volume of different types may affect which
provider the organization chooses. For example, a
company with high volumes of paper invoices may
opt for a provider that offers mailroom services

so that they can slowly phase their suppliers into
more digital methods without disrupting the status
quo too rapidly. Another company may receive the
majority of their invoices in email format, and will
have much less trouble onboarding their suppliers
onto an elnvoicing network or persuading them to
submit invoices via a web-based portal with a built-
in data capture tool.

If an organization receives most of their invoices in
a relatively standard format, this is not an issue. But
if there is a high volume of specialized invoices,
this should be communicated with potential
automation partners. Some examples are invoices
for freight, construction, pro-forma, and utilities.
While a more basic tool can handle processing of
standard invoices, it may require a solution with
industry or format expertise to automate 100% of
an organization’s invoices.

Similar to specialized invoices, international
invoices vary in format and complexity, and not all
software will be able to seamlessly handle multiple
types. Some regions have elnvoice mandates and
standards that organizations’ tools should be able
to process. Language and currency are also issues.
Advanced software offers support for managing
more than one currency and language, even to the
extent of offering OCR data capture technology
that can read and extract data in more than one
language.

Many IWA providers have experience in, market
to, and design their products for a few specific
revenue segments and industries. It is important to
make sure the provider has a product set suitable
for the organization’s own financial needs and
business structure.
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If an organization is experiencing steady or even
rapid growth, it should make sure that any potential
software is ready to grow along with it. While the
organization may not need certain features or a
tool that is able to handle a high volume now, these
may become more of a need as it grows. Levvel
Research recommends that companies focus on
finding a solution that not only meets their needs at
a moment in time, but will also scale with them as
they expand.

Many solution providers offer their solutions in

a modular fashion and can integrate easily with
existing systems and tools. This means that if the
organization already has a few AP automation
tools in place, such as a data capture tool or an
electronic payments tool, they can still move
forward to complete the automated invoice
lifecycle with more software tools.

Solution providers can integrate with other P2P
systems, creating a more seamless back-office
environment. They may also offer some P2P
system tools themselves, which can be appealing
if the organization hopes to one day scale
automation throughout the back office. Examples
outside of P2P would be human resources (HR),
travel and expense management, and legal
documents. Some companies have a great deal
of paper documents and internal data they need
to consolidate and secure. For these companies,

it can be more appealing to opt for a solution

that offers more general document management
software over one that is strictly focused on AP.
These tools often still offer advanced workflow
capabilities, but can be used across many
departments and processes. This can be a suitable
choice for companies with limited budgets but
extensive document management problems, or for
companies with many existing back-office solutions
in place, but a desire to close in any remaining
gaps with a versatile, general tool.

Some companies use several instances of one
ERP, while some use several ERP systems across
different departments or locations. It is important
to make sure that the software provider has the
necessary integrations for the organization’s
specific ERPs and their other existing systems. This
is often one of the most important questions an
organization can ask, as for some providers, certain
ERPs are a non-starter. Additionally, companies
should consider what level of integration they
require their software to have with an ERP. Some
software have such a tight integration that data
updates instantly between the two sources, while
others only update once per day.

Pitching ROI

A lack of budget, a lack of understanding, and fear
of no ROI represent large barriers to organizations
implementing cloud-based AP solutions.
Companies dread adopting costly software that
may disrupt the status quo and they lack the
knowledge of what software offers as well as how
it's priced. Generally, organizations pay to license
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the software in the form of an annual subscription
fee that is contingent upon several factors,
including what features organizations utilize.

In addition to the subscription fee, companies
typically also pay a one-time implementation fee.
This implementation cost is given by providers
up front and goes towards the cost of training
staff on the software and IT resources to help
with the technological migration. Some providers
also charge organizations’ suppliers for using the
software and for miscellaneous items such as
additional user support, international capabilities,
mobile accessibility, and integrations with
additional ERPs. The two most popular models for
pricing are outlined below:

« User-based pricing: This model simply asks
how many employees use the software. Often,
providers will break the price per user into two
tiers: 1) general users that will be using more of
the core features of the software regularly and
2) approval-only users. This is designed to curb
concerns that would arise from employees who
log into the software irregularly only to approve
documents and employees who use the
software on a daily basis as an essential tool
of their job being charged the same price. To
further address this, some providers will only
charge the monthly licensing fee if employees
use the software that month. This method of
pricing can be particularly appealing to smaller
organizations that have few dedicated AP
employees.

- Transaction-based pricing: This model asks
how much purchasing or document volume
an organization has. Transaction-based
pricing is typically more volatile than user-

based pricing. Software vendors usually break
transactional volume into tiers rather than
charging per document, and the price per
transaction goes down the higher the volume
an organization has. This method of pricing can
be particularly appealing to organizations with
high transaction volumes that will have many
employees accessing the software. It is also
appealing to organizations that have seasonal
volume spikes.

Many organizations use a hybrid of these models
for pricing. The pricing question can be a confusing
one for companies to navigate, but knowing how
much it will cost is only one step on the automation
journey. The next question revolves around how
much the organization will save by automating. The
following details the potential savings involved in
software implementation.

«  Optimized Labor Costs: A great deal of the
savings generated by implementing AP
automation software come from reallocation of
organizational back-office resources. Instead
of fighting fires and wasting time on low-value-
add, manual data entry tasks, AP employees
are freed up to handle more strategic tasks like
identifying potential cost savings opportunities
with vendors as well as with other parts
of the finance team. Because automated
organizations need fewer employees to
process invoices, the cost per invoice will
decrease. Additionally, because of this
efficiency increase, the company will not have
to hire additional resources as volume rises.

« Increased Discount Capture: As the AP
process becomes more efficient, the invoice
lifecycle shortens. A shortened lifecycle means
that instead of paying late fees on invoices that
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the finance team may be struggling to keep up
with, the company can make payments on time
and even early in order to capture discounts.

«  Process Improvement: There are a number
of residual cost savings that arise from
automating AP. Many of them will depend
on the unique situation of each finance
department. If an organization currently
outsources the invoice process, as the
latest Levvel Research shows that 7% do,
organizations can eliminate the cost incurred
by contracting the manual activities out to
a third party. Savings are also realized as
the result of reducing fraud. Invoice fraud is
an increasingly common problem in North
America, and one of the easiest ways to avoid
it is by implementing automation. Automation
addresses both malicious and accidental
fraud cases, with Al-enabled alerts on risky
activity and automatic detection of duplicates.
Similarly, errors from manual input are
eliminated, and the auditing process becomes
easier with automation, which helps companies
save even more time and money.

Presenting a return on investment figure relies

on calculations using all of these metrics. Many
software providers are more than willing to help
calculate this figure and have tools on their
website to facilitate such a calculation, but it’s not
a difficult figure to come up with. At the most basic
level, it is the pre-automation cost of invoicing

Sourcing Insight Report

minus the post-automation cost of invoicing
minus the total cost of the software (see Table 2
for equations). Levvel Research advocates using
a five-year ROI figure, meaning that the savings
from automation (pre- vs post-automation cost

of invoicing) is multiplied by five, while only the
recurring subscription part of the cost of software
is multiplied by five. The calculation is broken down
below. This calculation does not take into account
the shift from manual payments to ePayments,
which would only drive additional savings

Buying Best Practices

Look at Multiple Solutions

One thing that stood out in this year’s study is

that back-office professionals lack sufficient
education on AP automation. Very few respondents
were able to say they are very familiar with the
general functions of automation software. Even
fewer were able to name more than one or two
providers in the space. When these observations
are combined with the year-over-year consistency
of a lack of education as a top barrier to
automating, Levvel Research feels confident in
stating that organizations—both automated and
manual—are doing themselves a disservice by

not conducting deeper exploration into the AP
software marketplace. Companies should take a
look at a wide variety of providers to ensure they
are getting software that best fits the needs of their

TABLE 2

Calculation Equation

(Number of AP clerks * average annual salary incl benefits * % of time spent processing purchase documents)

Cost of Invoicing

Cost of Software

980.278.3065

+

(Number of AP managers * average annual salary incl benefits * % of time spent processing purchase

documents

Subscription fees (recurring cost)

+

One-time implementation fees

22

2019

V4
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organization. There are software companies that
specialize in handling different issues for a large
assortment of businesses, and by only looking at a
few providers, organizations may be missing out on
finding a partner that best suits their processes.

Seek Outside Help

Luckily, organizations do not need to go about this
analysis on their own. There are many resources
out there to help bring them up to speed on the
marketplace. This ranges from research firms

and consultancies to the software providers
themselves. Both contribute a vast library of
knowledge to the topic and much of it is available
free of charge.

Seek a Partner, Not a Vendor

Organizations should seek out vendors that

will form a partnership with them. The leading
software providers use their customer base as

a resource to help them further develop their
product so it is constantly improving. They seek
feedback to incorporate into updates and product
developments, so establishing a mutually beneficial
partnership is a top priority.

Companies should look at a

wide variety ot

of their organization.

pI'OVideI'S to ensure they are

getting software that best fits the needs

v



LEVEL

V RESEARCH

Involve All Stakeholders

AP automation is not a process that only touches
the finance department. In reality, it can have

a far-reaching effect on multiple parts of the
company, from top to bottom. For this reason,
employees pushing for implementation should
bring everyone that has a stake in the AP function
to the table to ease any potential issues stemming
from automation. This should include procurement,
leadership, and especially AP staff. Doing this
lessens the chance of employees circumventing
the new processes put in place by automation in
favor of the old ones.

Consider the Implementation Scenarios

Not all automation or implementation looks the
same. Occasionally, organizations are so anxious
to reduce the problems that come with manual
invoicing that they will rush for a big bang-style
implementation without considering what parts of
the company are affected. A more phased rollout
should take into account different business units,
make sure the key stakeholders are on the same
page, and guarantee that nothing slips through the
cracks while software is being implemented.

For those companies transitioning from an ERP

or homegrown tool, the same care needs to be
taken. During the current state analysis, these
organizations should list out what tasks the old
system is responsible for versus the new. While
companies may be keen on ridding themselves

of old software, any tasks not covered by the

new system need to be communicated to the
automation partner to guarantee nothing is omitted
in the new process. Failure to do this can result in
exposure to fraud, departmental inefficiency, and a
failed implementation.

Don’t Stop with AP

If an organization is satisfied with the results of
adding automation to their AP process, those
benefits don’t have to stop with AP. Automating
back-office processes is less of a goal and more
of a philosophy that can contribute to increasing
efficiency across the company. Similar candidates
for automation include procurement, sourcing,
contract management, and travel and expense.
Because these functions are interconnected,
challenges that slow down one process affect the
others. Automating and digitizing as many of them
as possible helps the company as a whole perform
better and gives it a strategic advantage over its
competitors.

The following profile includes a software provider
that offers leading solutions in automating
Accounts Payable.
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Yooz

Yooz provides a smart, powerful, and easy to use cloud-based Procure-to-Pay (P2P) automation
solution. It delivers savings, speed and security with affordable zero-risk subscriptions to more
than 3,000 customers and 200,000 users worldwide.

Yooz’s solution leverages Artificial Intelligence and RPA technologies to deliver a high level
of automation with simplicity, traceability, and end-to-end customizable features. It integrates
seamlessly with more than 200 financial systems.

Founded 2014

Headquarters North America: Dallas, Texas

Other Locations Aimargues, France; Surrey, UK

Number of Employees 125

Number of Customers 3,000+

Partners/Resellers Sage Intacct, CDK Global, Acom, Nvoicepay
Awards/Recognitions FinTech Breakthrough Best Purchase-to-

Pay Software award 2018, 2019, 2020; CFO
Tech Outlook Top 10 Accounting Solutions
Providers 2018, 2019, 2020; THINKstrategies
Best of Saas (BoSS) Award; Industry Era

2018 Top 10 Cloud Solutions Provider; Spend
Matters Top 50 Providers to Watch 2018, 2019;
FeaturedCustomers 2020 Rising Star Award:
Accounts Payable Software; Al Global: Most
Innovative AP Automation Software Company
2020 - USA

Solution Overview

The Yooz platform integrates with more than 200 ERP and legacy financial systems. The Yooz
solution is offered as a mobile app on iOS and Android mobile devices for secure accessibility
anytime and anywhere. For security measures, Yooz production platforms are scanned and
monitored for malware detection, application and perimeter vulnerability risks, and SSL certificate
validation, powered by Qualys® Secure.

Payables Management

The Yooz platform is built on intelligent document capture and OCR technology innovations
from its ITESOFT (Paris: ITE) affiliate. Users can upload invoice files via all traditional methods,
including scan, email, import, elnvoice, and via mobile device. Once the relevant data has been
captured, it is transformed into structured electronic information in order to enter an approval
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workflow. The Yooz system leverages advanced technologies powered by Al—such as machine
learning and smart data extraction—to extract the data from documents, which means templates
do not have to be created. Within seconds, documents are automatically recognized and
separated into batches of documents for review.

Yooz features a purchase module in which a purchase request can be created from an item
catalog, approved, and transformed into a PO. Yooz can also integrate to external purchasing
systems to receive PO data.

The solution offers field-level matching based on business rules, as well as PO-flip on validated
invoices (2-way or 3-way match). Users can scroll through the key invoice data fields while the
system highlights the extracted data. Users are able to manually point, click, or lasso any missing
data elements to update anything on the invoice field.

Yooz offers an automated, customizable workflow for processing incoming invoices, and can
integrate with any ERP platform. Workflow features include: approval notifications and delegation,
secure 24/7 mobile approval capability, escalations, and reminder settings.

Users can approve invoices directly from any browser window or from the mobile app. Once the
invoice is approved, users can pay with virtual cards, checks,or ACH within the same platform

in a secure environment. The solution then automatically turns invoices into accounting data
compatible with ERPs/ financial systems. After payment, records are securely stored and archived
in the Cloud for easy accessibility and they can be retrieved using search capabilities.

Yooz is payment provider-agnostic, with several strategic payment partners directly integrated
into the software platform. Or clients can also select their own third-party payment provider to
integrate with the Yooz solution.

Yooz offers a rich reporting dashboard for executive and customer reporting. In an upcoming
software release, Yooz will provide a reporting tool that allows organizations to optimize their
process via a dashboard displaying individual, team, and departmental KPIs, and visibility into the
overall AP process. The system also provides month-by-month graphs that can track AP volumes
and other key performance and operational metrics.

Implementation and Pricing

Yooz offers onsite and remote implementation and onboarding assistance. Implementation
timelines can range from a few hours to three months, depending on the level of client-defined
customization. Yooz strives to require little to no involvement from clients’ internal IT departments
during implementation.

Yooz provides dedicated one-on-one training onsite or via phone, depending on the customer’s
preference. Customers can get support several ways, including phone and email, or by attending
one of the Yooz Insider client exclusive webinars. During these webinars, Yooz COO chief
innovation officer, Laurent Charpentier, answers live questions, demonstrates solutions problems,
answers questions, and offers tips and tricks for getting the most out of the Yooz platform.

The Yooz pricing structure is a subscription-based monthly charge with no annual commitment
and based on the number of invoices processed per month and level of customization.
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About Levvel Research
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in the content or interpretations thereof.
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