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Improve Remittance Processing through a Document Imaging Interface for Wholesale Lockbox Commercial Banking Services

Introduction

By integrating an internal document imaging system with commercial banking Wholesale Lockbox Services, client companies dramatically improve their cash management processes.  While Wholesale Lockbox Services provide a tremendous improvement in managing remittance processing and collections, an internal document imaging system adds powerful improvements that directly affect the bottom line.  Measurable results are being realized by companies that apply document imaging technologies to their accounting functions.

Wholesale Lockbox Services

Major banking institutions have offered Wholesale Lockbox Services to their corporate clients since the early eighties.  The concept, though quite simple, has had significant impact on effective cash management techniques and reduction of cash float.  The basic process has been for the bank to collect and deposit remittances (customer payments) from a central “lockbox” and post the deposits to the corporate account(s).  Photocopies of the cancelled checks were matched with the supporting paper documents (invoices, check stubs, envelopes, etc.) and mailed to the client company for the internal accounting or posting of the receivables.

Recent innovations and technologies have improved the concept even more.  Modern banks today have evolved from paper photocopies, to microfilm, and now, to digital document imaging.  Most banks use high speed check imaging (scanning) systems to provide a digital image of the checks and the supporting documents.  A typical company can receive anywhere from hundreds of checks to thousands of checks each business day.  Each check can be accompanied by as many as five or six supporting documents.  The postmarked envelope is also a key factor for discounts, timely payments, etc.  Depending on the level of banking services chosen, the documents can be delivered as hardcopies or in digital format.  Often these digital check and document images are delivered to the client company on a CD-ROM.  A CD-ROM can hold approximately 20,000 images, or roughly the equivalent of a four-drawer file cabinet.  This CD-ROM technology provides fast access to the transaction documents and a digital record of the images, however, it creates search, file, and storage issues for the client companies.  Some banks also offer on-line access to the checks, documents and resulting deposit transactions.  This on-line technology allows fast access to recent checks and supporting documents, however, it creates archival, security, and control issues for the client companies.  Typically, images are maintained on-line by the banks for a limited period of time, i.e. 30, 60, or 90 days, and then are delivered to the client company on CD-ROM.  On the “payables” side, banks may also send scanned front and back images of the client company’s cancelled checks rather than returning the actual paper instrument.  This also helps speed the account reconciliation process and reduces the storage burden. 

Although the benefits are considerable, each process results in an unwieldy library of CD-ROMs that must be manually searched, usually by date range only.  Fees for such services also vary from bank to bank.

While these new procedures are now a vast improvement over the previous trail of paper documents, integration with an internal document imaging system by the client companies immensely improves the process.  

Automate Accounting Functions for Applying Wholesale Lockbox Receipts

Even though the checks and supporting documents are received in a digital format (typically Group 4 TIFF files), they must still be posted to the accounts and entered into the enterprise accounting system.  Many client companies must still print the images to hardcopy prior to posting to the accounts.  The procedure doesn’t stop there.  Often there are deductions and credits taken by the payor that must be reconciled against the original invoices.  Corporations report that from 50 percent to 90 percent of all payments received may differ from the original invoice amount, depending on the industry and nature of the business.  Deductions for marketing co-op dollars, returns, short shipments, and other discrepancies must be resolved.  Usually the documents that accompanied the checks hold the answer to resolving such disputes.

In order to resolve payment discrepancies there must be a method of quickly retrieving the images.  A marriage of the Wholesale Lockbox Service, the digital images, and an internal document imaging system is the key to even more effective cash management and receivables reconciliation.  Companies that have implemented such systems report a reduction in aged receivables of thirty (30) days or more.  A reduction from an average of ninety days to less than forty-five days is not uncommon.  A major manufacturer/distributor reports a savings of $2 million dollars in monthly “float,” while a large teaching hospital has reduced the aged receivables to an average of 50 days, with a collection rate of 92%.

Document imaging is the key to further fiscal health by shortening the payment cycle, improving cash flow projections, and reducing bad debt and credit risk.  An internal document imaging system provides the mechanism for networked search and retrieval of the banking documents.  Internet or Intranet Web access is also a feature of modern document imaging solutions.  The digital images received from the bank, along with the coded account information (MICR check data, check number, account number, etc.), are automatically imported into a document imaging system.  Further, innovative companies have created custom applications to import deduction reports from enterprise accounting systems that are easily matched with the payment documentation.

Document Management Process Overview (Document Imaging Systems)

Generally, an integrated document management process provides the ability to scan, index, store and retrieve information (digitized documents).  OptiDoc(, a premier document imaging solution from Advanced Technology Services, Inc., facilitates this entire process and enhances it with the ability to combine a number of different digital document formats, i.e. Word( files, Excel( files, legacy main​frame data, scanned images, etc., into database links that appear to the casual user as readily accessible files (folders) in a networked environment.  Information retrieval, using a familiar GUI paradigm, i.e. folders, is instantaneous, providing immediate access to documents that are vital for core business functions.

The document management process could also be defined as every action taken with a document within a company.  This could include all actions that pertain to the creation, distribution, use, filing, and ultimate deletion or destruction of documents.  In applying these broad definitions to the collections and accounting functions provided through Wholesale Lockbox Service, it becomes obvious that there is an important correlation.

By streamlining the document process through digital imaging, there is an inherent improvement in the time necessary to process such important documents and information.  The Gartner Group, in an Electronic Document Management study released in 1997, reports that manual handling of paper documents represents a significant expense factor.  These are unnecessary expenses that can be greatly reduced through document imaging.

· The average document is copied, either physically or electronically, nine to 11 times at a cost of about $16.US  (€18.)
· Documents cost about $18.US  (€ 20.) to file. 
· Retrieving a misfiled document costs about $108.US  (€120.)

Gartner also concluded in its report on that over 60% of all companies still process, store and retrieve documents manually. Additional statistics reveal that: 

· 80% to 95% of enterprise information is located within paper and electronic documents. 
· 25% of enterprise documents are misplaced and will never be located. 
· 30% of Gartner Group clients store more than 50% of their documents on local hard drives or floppy disks. 
…and that document mismanagement claims: 

· 40% to 60% of office workers' time 
· 20% to 45% of labor costs 
· 12% to 15% of corporate revenue 
Thus it becomes evident that the value of a document management system is to not only enhance the productivity of office workers by reducing the time spent manually handling paper documents, but also to directly impact on bottom line.  This direct impact can be in the form of: 

Accuracy of Data – scanning on the front end (Wholesale Lockbox) and extracting the index (filing) information eliminates opportunities for errors and results in faster, more accurate processing.


Time & Cost Savings – Electronic (digital) imaging eliminates much of the possibility of lost or misfiled/misplaced documents.  Documents vital to the client companies’ core business are securely archived electronically.


Efficiency – Client companies can reallocate or reduce staff functions as well as become more responsive in customer service and satisfaction.


Improved Working Capital – More timely processing of receivables reduces the need for short term borrowing (and its attendant costs) and improves vital cash flow.

Conclusions

Only by applying the power of an internal document imaging system to the digital images of the scanned checks do the client companies begin to fully realize these enormous benefits.  

The combination of Wholesale Lockbox Services from banking institutions should be combined with an effective document imaging / document management system to maximize the financial impact on normal business processes.  This application of technology can have an immediate and profound effect on the cash management and remittance processing of virtually any company.  

Executive management should explore the net effect that integrated document imaging has on the bottom line, as well as the improved efficiencies and increased customer service that results.
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OptiDoc( Document Imaging System

OptiDoc™ is a suite of advanced docu​ment imaging software that turns chaotic paper files into manageable information. 

From single user installations to workgroup and enterprise solutions, OptiDoc™ transforms all manner of paper documents into digital files that appear on your Windows® based PC screen as quick as the click of a mouse. 

The OptiDoc™ product line was intro-duced by Advanced Technology Services in 1990 and has evolved as tech​nology has progressed. Scanned images, photos, word processing files, report files – even audio and video files – can be combined into electronic folders for instant access. Utilizing COLD (computer output to laser disk) technology, legacy files and data processing files can be easily merged into an OptiDoc™ system. 

Optional webIT™ Web based access allows wide-ranging deployment across Internet, Intranet and Extranet applications. Central files are accessible from across the room or around the world.


	Scanning Features
	OptiDoc™ Benefits

	( Simplex, duplex & color scanning support

( Supports any ISIS (AIIM/ANSI Standard 
  MS61) scanner

( “Scan & Rotate” – landscape position affords
   20% throughput increase

( Flexible Batch processing options

( Barcode & Patch code integration

( Automatic document separation

( Multiple file format support – TIFF, JBIG, etc.

( OCR support and recognition

( Supports image enhancement cards & 
  compression features
	- flexibility, high throughput

- Bell & Howell, Fujitsu, Verbatim, Xerox,
  Canon, Toshiba, …all major manufacturers

- designed for high volume, high production 

  environments
- saves time in preparation for scanning
- facilitates automatic index creation
- scan single sheets or batches
- flexibility in storage & retrieval options
- create full text retrieval systems
- enables highest performance & image 
  quality from scanners


	Indexing/Store & Retrieval Features
	

	( Real-time Manual Indexing

( Automatic Indexing via Barcodes

( Keyword or Zone Recognition Support

( Blank Sheet or Patch Code separators

( Multiple page documents, skip/delete images

( OCR support and recognition

( Supports Standard ODBC Data Base 

  Structures 

( View, Print, FAX, e-Mail images

( Zoom In/Zoom Out, sharpen, rotate, copy

( COLD (Computer Output Laser Disk) Module

  provides additional systems integration
	- Highly Reliable Data Input 

- High throughput - Supports Kofax( 

- Additional Automatic Indexing Flexibility 

- Data Base construction reliability
- Flexible Data Base construction
- Create full text input & retrieval systems
- Industry standards: ODBC, Microsoft( SQL

  Server(
- Implement workflow elements

- Usability increases productivity

- Integrate imaging with legacy systems and
  mainframe applications


	Workflow Integration
	

	( Annotation, Highlight, Redaction
	- Migrate to full Document Management


Advanced Technology Services, Inc. is a developer and provider of document imaging and document management systems and workflow solutions.  OptiDoc( document imaging software is a robust suite of scaleable software solutions for small business, workgroups, and the enterprise.  

TECHNICAL OVERVIEW

OptiDoc( Gateway


DESCRIPTION:

The OptiDoc( Gateway application is used to insert check images and index data from Wholesale Lockbox Services account CDs received from Bank Of America, SouthTrust Bank, or Harris Bank directly into an OptiDoc™ database. The code that handles each bank is implemented using a virtual C++ class, so adding new bank formats in the future becomes a trivial programming task. This application is also used to add cross-references to the inserted check data and the inserted invoice data by reading PeopleSoft (or other enterprise system) reports that are imported from a mainframe. These reports are typically named “deduction reports” and contain exception data relating to outstanding invoices. Deduction report processing should be done after all lockbox CD insertion is done. This is because records in the deduction reports may reference records that are being created by the lockbox CD insertion. A log file for each CD that is processed and each deduction report that is processed is automatically generated and should be kept as a permanent backup.  No intermediate COLD (Computer Output to Laser Disk) processing is necessary, when using the OptiDoc( Gateway. Once the application has been configured, the operator simply inserts the CD into the CD drive, runs the application and clicks on the "Start" toolbar button. This OptiDoc Gateway application runs in the background and will not interfere with the responsiveness of a workstation computer while it is running. The window can be minimized and the computer may be used for other tasks while the image insertion process is underway.

OVERVIEW OF USE

OptiDoc Gateway has two setup dialogs. The first dialog provides the datasource name, login, and password to the database. Once the database connection has been established, the second setup dialog box becomes enabled. The second setup dialog box configures which drive letter is to be used for the CDROM, and which collection (a “collection” is a linked grouping of documents and files within an OptiDoc system) is to be used for the OptiDoc collection, as well as other application parameters. Once the application has been configured using the setup dialogs, the operator simply inserts a bank lockbox CD into the indicated CD drive, and then clicks on the "Start" tool bar button. The application then automatically identifies which type of bank CD is being processed and retrieves the necessary index data. When the application has finished processing, an alert beep sounds and the CD is ejected. If a deduction report is also to be processed, the operator chooses "Process Deduction Report" under the deduction menu item. Choosing this menu item brings up a find file dialog that is used to locate the mainframe deduction report. Deduction mainframe reports should typically end with the extension ".DED".  Once the report has been chosen the report processing starts immediately. This application does all of its work in the background with a secondary thread and does not interfere with the responsiveness of the computer while it is running. The application window can be minimized and a user can continue to make use of the computer while processing is going on. Once the application is finished processing a bank CD or a deduction report, a log file is saved into a log folder inside of the application folder.  As bank checks are inserted into the database system, the uniqueness of each check can also be enforced.

DEDUCTION REPORT PROCESSING

Deduction report processing is handled by the same software module that performs the bank CD processing. This functionality should be run in conjunction with the CD insertion because the same operator is often in charge of both inserting the CD banking records into the credit collection as well as applying the deduction reports against the new records that have been inserted. The same datasource, login, and password can easily be reused. Deduction reports are generated by the enterprise accounting system (PeopleSoft, etc.) as a mainframe report. These reports typically end with a ".DED" extension. Since the deduction reports come from a mainframe program, extra control characters may be included in the text file stream. Any application attempting to process these reports needs to handle unexpected control characters, including zeros, gracefully. Each deduction report consists of multiple sections that specify deductions relative to a check or an invoice. In a typical deduction report, the check number is repeated with each line item in the section. One or many deductions may be applied to a given check or invoice based on the number of line items in the section. The following is a sample deduction report section.

1                              JOHN DOE                  11/06/01

-     OBLIG   OBLIG       REF            CHECK          DEP             TRANS             OPER

         ID        DATE      FIELD         NUMBER        DATE           AMOUNT       RSN    ID

0 02538200        ACME SUPER MARKETS             ATLANTA         GA      215

0  ITEMS CREATED

      AC77738  110101    920938          80663          110101         8529.37       002    DMS

      AC77739  110101    920936          80663          110101         3774.00       002    DMS

      AC77740  110101    920935          80663          110101          257.76       002    DMS

      AC77741  110101    920934          80663          110101         1613.30       002    DMS

-  TOTAL ITEMS CREATED      4

-  * CHECK TOTAL                                                       48671.54  * CHECK AMOUNT

This section was handled by an operator named John Doe on the sixth of November, 2001. The column headers are specified by the next two complete lines of text. Each column header is composed of one or two words that make up the column header name. For example, the first column header is "OBLIG ID", and the seventh column header is called "RSN". The contents of the column are numbers or letters that intersect with the column header. Sometimes a deduction report section does not include a particular column, and sometimes the column is present but there is no data under that column. The OptiDoc Gateway deduction report processor is intelligent enough that it will parse out the column headers and remember where each column beings and where each column ends. When it processes the line items and it finds a word, it then looks up the position of that word compared against the position of the column headers. When it finds that a word intersects a column header then that word is applied to that column header. This algorithm will work if column headers are added or changed or if data is not exported for a particular column. All that is required is that the necessary column headers be present. The necessary column headers are "OBLIG ID", and "CHECK NUMBER".

ALGORITHM

Each section of the deduction report is processed into a list. The lines items in each section are then merged together into one primary list. The primary list is used to update the database. First the collection is checked for the existence of specified check number. Therefore it is necessary that each line item in a deduction report section contain a check number. If there is no check number, then no match to the database can be made, and the information in the deduction report cannot be used. If a match can be found to a check using the given check number, then the check amount is also matched against what was found in the database. If no check can be found then a match is made for an invoice with the specified check number and check amount. If neither of these items can be found then an error is written into the log that says "reference check or invoice not found", and the next line item is attempted. If a match can be made against a check or an invoice then a deduction is applied to the record. If this is the first deduction then the field "deduct_id" in the credit collection is filled in with the "OBLIG ID" that is read from the deduction report section line item. If this is a subsequent deduction then a cross reference is inserted into the database that contains all the same field values as the primary record but with the "deduct_id" updated to the new "OBLIG ID". If there is only one deduction for a given check, then there will be no cross references and the deduction identifier will be contained within the main record. If the are multiple deductions for a given check, then there will be cross reference records in the credit collection for each deduction identifier specified in the line items.

Harris Bank Fields

The index data fields that are pulled from the Harris Bank CD ROM are as follows:

Sequence #

The number of the transaction on the current CD starting with '0001'. Sequence numbers are only unique on a given CD. They are not unique from CD to CD.

MICR Account #

This number is the account number for the check. MICR stands for (Magnetic Ink Character Recognition). This number is a nine digit integer.

MICR Bank #

This is the routing number for the check. MICR stands for (Magnetic Ink Character Recognition). This number is an 18 digit integer.

MICR Check #

This is the check number in this account. MICR stands for (Magnetic Ink Character Recognition). This number is a 15 digit integer.

Check $

This is the dollar amount of the check. This field is provided as a ten-digit integer. This field is reformatted into a number with two decimal places.

Invoices

This field is a list of all the invoices that are associated with this transaction. Each invoice number is separated by a space. This field is variable length, depending on the number of invoices and the length of the invoice numbers. The invoice numbers can be seen by examining the check stub.

CD Date

This field is the date that is taken from the header of the data file.

SouthTrust Bank Fields

The set of fields that are provided on the CD disks from SouthTrust bank are listed below. Some of these fields are useful for mapping onto fields in your OptiDoc™ collection. Some of these fields only make sense when viewing TIFF images on the delivered CD disk, and will probably not be mapped into fields in your OptiDoc™ collection.

	record type
	always '7001'

	bank #
	bank number of this check. '0000' if not used.

	r/t #
	R/T number, field 5 of the MICR line

	account #
	account number of this check

	check #
	check number of this check

	check amount
	amount field, field 1 of the MICR line

	sequence #
	sequence / reference / DIN

	posting date
	date this check is posted

	file sub type
	always '0001' for compressed TIFF

	sub tiff path
	relative path from root of the CD to TIFF sub file

	sub tiff offset
	offset from start of TIFF sub file to current check TIFF

	sub tiff length
	length of current check TIFF
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BENEFITS:	-  Cash Availability 


-  Reduction of Float


-  Daily Deposits





BENEFITS:	-  Faster Posting / Accounting


-  Quicker Account Reconciliation


-  Reduced Storage requirements





DRAWBACKS:	-  Cumbersome Paper Handling 


-  No Improvement in Reconciliation


-  Storage / Filing 





DRAWBACKS:	-  Cumbersome Retrieval / Handling 


-  No Improvement in Reconciliation


-  Storage / Filing / Archive / Control








DRAWBACKS:	-  NIL 





BENEFITS:	-  Cash Availability 


-  Reduction of Float


-  Daily Deposits


-  Faster Posting / Accounting


-  Quicker Account Reconciliation


-  Reduced Storage Requirements


-  Time & Cost Savings


-  Improved Efficiencies�-  Increased Customer Satisfaction�-  Net Effect on Bottom Line�-  High and Rapid ROI 





Currently available for Bank of America, SouthTrust Bank, Harris Bank, and easily adaptable to other banking Wholesale Lockbox Services.
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