Supplemental Measurements Library

Invoice Accuracy – Line Items

1.1 General Description 

Invoice Accuracy (IAL) - Percent of invoice line items without errors.  This measurement is worded to reflect invoices from the organization to its customer.  With appropriate wording revision, it may also be used to reflect the invoices received by an organization from its suppliers and evaluate supplier performance.
Source Note:  This measurement had been conceived, reviewed and considered for inclusion in the original set of TL 9000 measurements.

1.2 Purpose

Evaluate invoice accuracy in order to reduce the cost of invoice processing.
1.3 Applicable Product Categories 

Applicable to all TL 9000 product categories 

1.4 Detailed Description

The percent of invoice accuracy is determined by the number of invoice line items that were found by the customer to be in error compared to total invoice line items received, subtracted from 100%.

a) Defect Classifications

Invoice Errors may include any defects, as determined by the customer, which affect the customer’s operations, costs, timelines, etc.  Classification is optional.
b) Defect severity shall be established and defined such as the following:

Invoice Errors severity classification is optional.
c) Counting Rules

Errors, such as headers or terms and conditions, affecting multiple line items are counted as one error for each line item.
d) Counting Rule Exclusions

Invoice Errors attributed solely to the customer are excluded.  Note:  Errors attributable to Invoice specification deficiencies are to be counted (since they were agreed to by the organization).
e) Calculations and Formulas

No. of invoice line items received by the customer (measured monthly)

No. of invoice line items in error (measured monthly)

% Invoice Accuracy =  

 (1    -  
No. of Invoice Line Items in Error     )     X   100


          No. of Invoice Line Items Received

f) Reporting and Data Format

1. The Customer shall

a. Count all invoice line items from the organization

b. Count all invoice line items in error

c. Provide the invoice and line item numbers for those invoice line items that were determined to be in error and, 

d. Provide data on types of errors that caused invoice line items to be unacceptable
2. The organization and customer review data for counting rules and exclusions
3. The organization computes the IAL measure and reports as appropriate

4. The organization shall establish thresholds to indicate the need for corrective action
5. The organization’s ability to correct internal invoicing processes will depend on the degree to which customers provide appropriate information.
6. The organization or customer may aggregate the data as appropriate for their respective needs.
1.5 Examples/Sample Charts

Example – Customer Y receives 8100 of Organization X’s invoice line items during the quarter (Jan.: 2150, Feb.: 3400, Mar.: 2550).  Through analysis, Customer Y determines that 870 of these invoice line items are incorrect because of an error by the Organization (Jan.: 220, Feb.: 390, Mar.: 260).  Customer Y communicates to the Organization that 8100 invoice line items were received during the first quarter, the rejected invoice numbers, and the reasons for which the 870 invoice line items were rejected.  Organization X calculates the Invoice Accuracy Percentage, investigates and determines root causes for as many of the errors as possible, and plans corrective action.  Per the contract between the two parties, the Invoice Accuracy Percentage and the plans for corrective action are communicated via e-mail to Customer Y’s designated quality manager.

Rejected Invoice Line Item List (Provided by Customer Y)

1st Quarter ____
	Invoice /

line Item Number
	Reject Category

	X12345 / 05
	Item price does not match purchase order price

	X12347/ 17
	Invoice tax rate is incorrect.

	X12367/ 20
	Invoice total does not match sum of items.

	X12372/ 03
	Item on PO was canceled but still billed

	X12378/ 15
	Invoice is a duplicate of one already paid
  (X12322 paid)

	X12389/ 02
	Invoiced against a completed PO in the system.

	etc.
	etc.


Calculation of the Invoice Accuracy Percentage

1st Quarter ____

	Category
	Jan
	Feb
	Mar
	Total

	Invoice Line Items

Received by Customer Y
	2150
	3400
	2550
	8100

	Line Items in Error
	220
	390
	260
	870

	% Invoice Accuracy – 

Organization X
	89.8%
	88.5%
	89.8%
	89.4%
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