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	A Day In The Life Of An EDI Invoice

Everyone in business knows how the invoicing process works. A paper invoice is sent by mail and arrives at its destination 3-5 days later only to be key-punched into an AP System (often with errors), evaluated and validated (often by more than one person or department!), potential problems must be disputed or investigated, and then eventually approved and paid. It should be a simple process yes, but it is a process that can be slow, costly and time-consuming. At first glance, EDI invoicing may sound complicated and expensive. Perhaps you think that adopting such a solution will involve buying expensive software, learning a bunch about EDI, and re-training staff with radical new procedures. However, the truth is that when using a simple EDI application, the electronic process follows exactly the same path as the paper process but with one big difference - it takes significantly less time, effort and cost to complete. This article takes a look at the typical journey of an EDI invoice as it makes its way Utility to an Energy Customer using EDI software. It illustrates how the adoption of an EDI solution can offer huge benefits to an Energy Customer in terms of time, cost and efficiency.

1. The Scenario

Pacific Gas & Electric needs to invoice an Energy Customer for accounts they’ve provided energy to during a service period.  Let’s assume the Energy Customer has 200 PG&E accounts and uses their proprietary backend A/P System to process their invoices. 

2. The Day 

Monday 4:00am

Created and Sent by PG&E

PG&E takes the meter reads for that day and creates EDI invoices which are sent to the Energy Customer via PG&E’s EDI network (VAN). The invoices are delivered to the Energy Customer’s VAN mailbox.

Monday 10:00am

Downloaded by Energy Customer 

When the Energy Customer decides to process invoices (many choose to do this one time a week), it runs its EDI Software which downloads the EDI invoice from the customer’s VAN mailbox using communication scripts included in the EDI Software.

Monday 10:02am

Translated out of  EDI Format
The EDI software translates the invoices out of EDI format and creates a file format that can be imported into the Energy Customer’s AP System or Energy Analysis application…or sometimes both.  

Monday 10:02am

Bill Representations Created

A HTML bill representation is created for each invoice in case a copy needs to be sent to a person or department for approval, dispute, or for record keeping.
Monday 10:02am

Validation Reports Created

The EDI Software produces Error Reports indicating bills with late payment fees, pervious balances, and any invoices whose lines items don’t add up to its total amt due value.  This gives the Energy Customer more tools to facilitate invoice validation and approval.

Monday 10:05am

Approved for Payment
The Energy Customer imports the invoices into its AP System and then validates the bills and approves them for payment.  

Monday 11:00am

Paid and Sent to Bank
The AP System creates a simple text file with the payment data and the EDI software can create either an EDI Payment or ACH file (with EDI embedded in it) that is delivered the Energy Customer’s bank via VAN or bank software.  

Monday 11:05am

EDI/ACH Payment Received by Bank
The bank processes the Payment, transfers the funds from the Energy Customer’s account to PG&E’s, and forwards the EDI Payment Remittance data to PG&E via their VAN.
Tuesday 4:00am

EDI Payment Processes by PG&E
When PG&E is delivering Tuesday’s batch of invoices to their VAN, they download the EDI Payment from their EDI network’s mailbox, translate it out of EDI format, and import it into its AR System to reconcile the Energy Customer’s accounts.
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	3. The Savings

When compared to a paper-based process, there are substantial savings to be made from making the switch to EDI invoicing, both for PG&E and the Energy Customer. The table below illustrates how the Energy Customer can save $14,760 per year by switching from paper to EDI.  Figures are based on Gartner Research’s results of costs related to data entry into AP, validation and approval processes, and then finally payment processing.

Energy Customer

Method

Method (200 invoices)

Costs for processing an invoice

Total Cost per month

Paper

$8.00 1
$1600

Electronic

$1.85 2
$370








                                    Total Savings per Month:    $1,230

 






                                       Total Savings per Year:      $14,760

4. Return on Investment (ROI) for the Energy Customer

By choosing to use EDI software with upfront costs of $3000, the Energy Customer can realize ROI in just over two months. EDI software can be customized to export invoice data into an import format required by the Energy Customer’s existing AP System thus facilitating a smooth import of the data into existing backend systems.

Initial Investment for Energy Customer 3
Expense
Includes
Total Cost
EDI Software

Mapping, Testing, 1 yr license, and full tech support

$2500

Custom Integration module

Gets invoice data into AP required format

$500

                                                                                                                                              Total Initial Investment:   $3,000

Method

5. The Conclusion
Before an Electronic invoicing approach was adopted by the Energy Customer, a traditional paper invoice sometimes took over a month to settle.  Firstly, the invoice would take three or more days to arrive from PG&E, and then it would be dumped on someone’s desk along with piles of other paper bills that need to be entered into the AP System.  When this tedious task was completed, often times with a couple key punch errors along the way, someone would need to decide whether the bills are accurate and should be approved for payment.  Often, a large amount of time would be spent investigating whether the bill had previous balances reflected in the total due and then determining whether those balances had been paid or should truly be included in the payment.  Sometimes, this invoice would have to be sent to the department of the building it is for to wait for approval of the amount and validation that the usage and fees seem accurate.  All this was a manual process requiring coordination between many people with lots of potential for delays along the way.  Eventually the invoice would be paid, probably by check, which would take another three days to arrive back to PG&E and then processed manually on PG&E’s end. The procedure was slow, costly and inefficient. However, now that the Energy Customer has made the switch to EDI invoicing the process is much quicker and more cost-effective for both parties.

¹ Industry research shows that as much as 70% of all invoice processing costs are wrapped up in document handling and data entry processes. According to a survey conducted by International Accounts Payable Professionals (IAPP), the average cost to process an invoice manually is $8 per invoice. Those costs can increase dramatically if a problem (e.g. an exception) occurs — and approximately one in five invoices contains such a problem. 

2 Xebec Data’s calculation: includes mailbox fees, annual maintenance, and K-char costs for PG&E solution. $1.10 ($50/mo mailbox fee, $.30/K – each invoice averages 2.5K, annual maintenance fee $250), and overhead $0.75 (time of Energy Customer personnel to run EDI software, import invoice to AP system, and computer upkeep and maintenance)

3 An example of Xebec Data’s DataTrek software that has been used by 18 PG&E Customers to successfully meet their EDI needs.
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