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FROM BARN-SIZE TO BYTE-SIZE, CHIP MAKER’S ACCOUNTING SYSTEM GOES PAPERLESS

By Gordon E.J. Hoke, eVisory Consulting

In some areas of the U.S., the name Herr's® (www.herrs.com) is as familiar
as the chip bowl in front of the television. No wonder: Herr's makes and
delivers more than 350 popular snack products throughout the Northeast.
Distribution arms take Herr’s across the U.S. and to several foreign lands.
Since the Herr family introduced its signature potato chips in 1946, the
company has stressed quality products, ethical business practices, and
ecological awareness.

The formula is successful. Started in a barn in southeastern Pennsylvania,
the Company now occupies almost 250,000 square feet and employs over
1,300. Growth is steady.

In the 1990s, Herr’s accounting and IT staff saw the legacy document
system for accounting bog down. There was simply too much paper.
A 1980s-era experiment in microfilm had not worked, and the problem
was still growing. “We stored about six months worth of paper here at
corporate,” states Janet Parducci, Weekly Billing Supervisor, “and that
was pushing it. Rooms were bulging and we had files in the aisles.”

In 1999, when Herr's upgraded the on-board printers in its 500 delivery
trucks, the Proof of Delivery form doubled in size to 8.5 inches. The need
for better document management rose from desirable to necessary.

Retrieval was an issue as well as space. A nearby barn held offsite
documents, but access was difficult and time consuming, especially

in the winter. To Vice President and Controller Kevin Thomson, easy
availability is critical. Only the Proofs of Delivery justify receivables.
“Bounty hunter audits can be expensive, so we need a good
retention and retrieval system,” he explains. “We are defenseless if the
invoices have been destroyed or are unavailable. We usually met audit
demands, but it was time consuming.”

With Vice President of IT Steve Eldreth, Thomson looked into imaging
systems that worked with their iSeries platform. Thomson developed a
cost-justification schedule. They seriously considered two, similarly-priced
products that would meet their needs. One, however, required considerable
customization with a 20-day price tag. The other, from Vanguard Systems
(www.vansystems.com) required fewer than five days. That made the
choice easy.




Eldreth put Linda Sten, an IT project leader
certified in DB2 and RPG, in charge. As she
launched the project, she was pleasantly
surprised. “Vanguard’s IMS/21 imaging
product was as easy as their demo made it
seem,” Sten relates. “Another IT team
member and | attended three days of training,
which was effective, systematic, and easy to
comprehend. Then we did all of our own
integration. We didn’t use consulting time.
The software was really easy: pre-packaged
and turnkey. IMS/21 does everything Vanguard
said it would do, and they know how to
make it happen.”

The first application was accounts receivables.
Each day, 500 drivers sell snacks on their
routes. Unless a store pays upon delivery,
the driver prints a Proof of Delivery and the
store’s receiver signs it. At the end of the
day, drivers deposit their paperwork with
branch clerks, who assemble the paper in
batches and send it to corporate headquarters
on the empty trucks that had earlier brought
products from the manufacturing facilities.

Back at corporate, 6,000 Proof of Delivery
pages run through a scanner each day, with
indexing by invoice number. The images
flow simultaneously to an iSeries IMS/21
Cache - iSeries DASD where images can
reside as long as needed, based on document
type — and an optical disk jukebox. Retrieval
from the IMS/21 Cache is almost instantaneous;
retrievals of infrequently-required documents
not found in Cache automatically arrive from
an optical-disk jukebox in a few seconds.

This initial installation was an immediate
success, moving rapidly from concept to
implementation. Sten credits, first, Vanguard’s
expertise and responsiveness and, her own

team’s integration and automation skills for
the noteworthy progress. They used
application program interfaces to ease
transitions. They gave users instant access to
image files, and they added image options to
existing menus. Also, Sten’s team used
IMS/21 imaging program exits to facilitate
in-house, cross reference programs. There,
scanned documents are matched against
daily deliveries to identify any missing or
misfiled documents.

Eldreth gave end users thin clients with
terminal emulation for access to both images
and green screens.

Thomson's cost-justification schedule proved
accurate. Counting hard dollars only (excluding
costs that were avoided, and improved
customer satisfaction, for example), the
return on investment came in 20 months.
The biggest savings actually came from
simplifying the Proof of Delivery forms and
reducing them from triplicate to duplicate.
There were additional savings in labor,
copying, and faxing supplies.

Other savings are harder to measure. For
example, drivers’ handheld computers tell
the iSeries when an invoice is issued. If the
invoice does not go through the scanner in

a timely fashion, the iSeries issues an alert.
In another helpful function, the iSeries knows
the customers that want invoice copies with
their monthly statements, and the computer
automatically prints these Proofs from digital
images, including them in the mailing.

Less than a year later, with the success of the
receivables project assured, Sten moved on
to accounts payable. Originally, there were
two goals: improved file access (which leads
to greater accuracy) and improved security.
With paper volumes only a tenth of receivables,
other issues such as workflow were left
untouched, at least initially.

For accounts payables IMS/21 scans incoming
invoices as the audit report prints out. A clerk
indexes the images with an internal number
from the reference report. When a check is
cut, a clerk compares it to the invoice image
for accuracy.

The IMS/21 Cache retains payables’ images
for 60 days, and the jukebox holds them for
two years. This generates speed and efficiency
for retrieving and viewing images. Also, IMS/21
duplicates each optical disk, and the backup
copies quickly go to a permanent archive.



After Herr's® makes initial payments, a security
exit program grants image access only to
appropriate personnel. During monthly
financial reporting, the iSeries populates a
Microsoft Excel spreadsheet with links to the
images. IMS/21 provides a hotkey to view
images associated with the spreadsheet
items. Auditors review the spreadsheets, and
when they want to see a source document
associated with a transaction, they select a
link in the spreadsheet. IMS/21 automatically
displays the image of
the appropriate A/P
invoice.

s

After the staff became comfortable with the
new system, Thomson began considering
image workflow to further automate the
payables process.

After the initial installation, Sten wanted to
add IMS/21's Optical Character Recognition
module to the receivables process. Vanguard
suggested using barcodes, but Sten was
resolute since the use of barcodes would
require changes in the delivery truck printers
and software. Vanguard successfully installed
and tested its IMS/21 OCR module. More
difficult was redesigning Proofs of Delivery
for easy machine reads, and teaching drivers
to avoid marking Proofs in any way that would
obscure the invoice number. Now OCR
automatically indexes most incoming Proofs.

In Q2, 2006, Herr's will add imaging to its
Human Resources record keeping. Eldreth
projects significant gains in efficiency,
retrieval speeds, and legal standing. HR

Drivers use handheld computers to tell the iSeries when an invoice is issued.

staff seeks categorical retrievals, some
automatic, that will aid addressing changes
in staff members and their dependents.

At this writing, the Vanguard project at
Herr’s is five years old and counting. Sten
sees no end to its expansion. Rather, she

is eager to extend imaging to more people
in more areas. IMS/21 has proven to be a
cost-effective solution and the Herr’s staff —
from the vice presidents to the accounting
clerks — extol both Vanguard and
its automation. “We feel confident
that, as a true business partner,
Vanguard will continue to meet our
document imaging business needs,”
Eldreth concludes.
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