AMPLIFA PROCUREMENT GLOSSARY

Vendor Master Data Creation: Building and
Controlling Vendor Master Records Cleanly

Vendor master data creation refers to the structured process by which companies capture, review
and maintain the master data of their suppliers in ERP and financial systems. It forms the data
foundation for the purchase order process, invoice verification and payment transactions and is
thus a central prerequisite for efficient procurement processes. Errors in creation frequently lead to
payment blocks, duplicate payments or a lack of auditability. A cleanly defined process with clear
roles and validation rules significantly reduces this risk.

Key facts

* The vendor master record contains identification, address, payment, tax and organisational data of a
supplier.

« Without a created master record, purchase orders, account assignments and invoice postings are
generally not possible in the ERP system.

* In practice, creation is frequently carried out using a four-eyes principle with separate roles for data
entry and approval.

» Bank detail verification is a standard control point to minimise fraud risks in payments.

« Master data quality directly affects KPIs such as On-Time In Full (OTIF) and the share of
automatically processed invoices.

* Master data governance permanently defines responsibilities, field definitions and maintenance
intervals.

Definition: Vendor Master Data Creation

Vendor master data creation refers to the initial creation of a supplier record in the ERP or inventory
management system together with the associated validation steps. The master record consolidates all
master data required for the business relationship and is continuously maintained throughout the
collaboration.

Content Components of the Master Record

A typical vendor master record comprises several data blocks which vary slightly depending on the

system but are largely standardised in content.

 ldentification data: name, registered address, supplier number, and where applicable local number
ranges

« Communication data: contact persons, email, delivery and invoice addresses, connection to a
supplier portal

- Payment data: bank details, payment terms, payment method, currency
« Tax and compliance data: tax number or VAT identification number, classifications, approval status
* Procurement-related data: purchasing grouping, Incoterms, destination warehouse, assignment to
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commodity groups of the spend taxonomy

Distinction from Other Master Data Processes

Vendor master data creation is part of supplier master data maintenance and must be separated from
the operational purchase order process. While the purchase order represents a specific procurement
transaction, the master record provides the permanent reference structure. Changes such as new bank
details, invoice addresses or payment terms are made via defined change processes and are
documented in the same way as the initial creation. In larger organisations, a central master data
management function frequently takes on this task, while specialist departments provide the business
approval.

Legal and Compliance Relevance

Master data forms the basis for tax audits, accounting and due diligence obligations. Information such
as VAT identification numbers, register data and ownership structures should be verified on a
case-by-case basis, particularly for cross-border suppliers. Compliance aspects such as sanctions list
screening are also typically linked to master data creation. The specific requirements vary depending on
the legal jurisdiction and industry; the design should be verified legally on a case-by-case basis.

Methods and Approach for Master Data Creation

A well-functioning creation process follows a clear flow from request to approval. It defines who provides
the data, who reviews it and who approves the record. The higher the degree of automation, the more
important the quality of incoming data becomes.

Process Flow from Request to Approval

In practice, a multi-stage process has proven effective. First, the specialist department, usually the
buyer, requests the new record, stating the purpose. Subsequently, a central function or the supplier
itself captures the data, frequently via a supplier portal or an onboarding form. This is followed by
validation steps covering identity, bank details and tax data. Only after approval under the four-eyes
principle is the record set to production. The entire cycle typically takes between a few days and two
weeks, depending on the intensity of checks and supplier type.

Supplier Self-Service and Supplier Enablement

Many companies shift data capture to the supplier itself, an approach often referred to as supplier
enablement. The supplier maintains its own data via a portal or onboarding form, and the company
reduces data entry effort and sources of error. Prerequisites are clear validation rules in the capture
form, such as mandatory fields, format checks of the tax number and twelve-digit account numbers. To
sustain quality, a defined onboarding process with requests for additional documentation is
recommended if checks reveal incomplete or contradictory information.

Validation Methods: Identity, Bank Details, Tax Data

The core of every record creation is verification. In practice, bank details are verified via confirmation
procedures with the supplier or external verification services in order to reduce fraud risks. VAT
identification numbers can be checked via official qualification procedures. Register and company data
are compared against commercial register or business information sources. In addition, duplicate
checks should be run so that multiple master records for the same supplier are not inadvertently created
— a common problem that causes duplicate payments and distorted analyses.
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Vendor Master Data Creation and the Procurement Organisation

Master data creation is not a purely financial transaction but closely interlinked with the procurement
organisation and operational procurement processes. It determines how cleanly purchase orders,
account assignments and analyses run.

Roles and Division of Tasks

In smaller companies, the buyer creates the master record themselves, which is fast and pragmatic but
prone to errors and fraud. Larger organisations therefore separate procurement roles from master data
roles: procurement identifies the need and provides business information, while a central data
department reviews and maintains the records. This separation also strengthens control, as no one
controls record creation and purchase orders on both sides. In matrix organisations, regional
responsibility is added, for example for local tax and payment specifics.

Impact on Operational Processes

Incorrect master data has an immediate impact on day-to-day procurement. Wrong payment terms
distort liquidity planning, incorrect delivery addresses lead to misdeliveries and patrtial
delivery/remaining quantity cases that require additional clarification. Reports such as the supplier
segmentation matrix or analyses of supply capability are also based on consistent master data. For
consumption-based planning and replenishment lead times, the link to delivery schedules and planning
parameters is also relevant, which likewise depend on the master record.

Integration into Procurement Strategies

Anyone implementing a commodity strategy or sourcing strategy needs reliable supplier data as a basis.
Master data provides the foundation for spend analyses, award decisions and negotiations. Without
clean master data, categories cannot be assigned properly, which devalues the spend taxonomy and
makes re-negotiations more difficult. Strategic topics such as single sourcing risks or a defined market
model also presuppose that suppliers are clearly identifiable and consolidated.

Important KPIs of Vendor Master Data Creation

Master data quality can be measured. The following KPIs help to make process quality and data
integrity visible and to demonstrate improvements.

Key KPIs at a Glance

Typical KPIs include lead time, data quality and degree of automation. These should be prepared in
supply chain analytics and periodic master data reports so that trends become visible. The following
benchmarks serve as practical guidance.

Impact on Further KPIs

Master data quality has an indirect impact at many levels. A clean master record reduces manual rework
in invoice verification and increases the share of automatically posted incoming invoices. PO flip rates,
in which suppliers automatically generate a purchase order from a goods receipt note, also require
consistent data. The same applies to On-Time In Full (OTIF): without correct supplier and material
master data, delivery reliability KPIs can hardly be reported on a sound basis.
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Risks and Controls

The creation of vendor master records is a classic control topic in auditing and internal control systems.
The risks range from simple data entry errors to targeted fraud.

Typical Risk Fields

The most prominent risk is manipulated or incorrect bank details, for example as part of fraud scenarios
involving alleged account changes. Further risks include duplicate records, incorrect payment terms,
missing approvals and incomplete compliance data, which later lead to queries during tax or audit
investigations. Unclear field definitions also frequently result in the same information being stored in
different places, distorting analyses.

Controls and the Four-Eyes Principle

Standard controls include the four-eyes principle for record creation and changes, automated
mandatory field and format checks, duplicate checks and documented approvals. Bank detail changes
should generally be verified via a separate, more secure channel, for example by calling back a known
contact person or via digital confirmation procedures. Regular authorisation audits ensure that only
authorised roles can create or change master data. All controls should be documented in an audit-proof
manner.

Master Data Governance as a Permanent Solution

One-off clean-up exercises help in the short term but do not last without structure. Master data
governance means that field definitions, data ownership, maintenance intervals and validation rules are
documented and applied on a binding basis. This also includes a periodic review of inactive suppliers,
as no longer used records can create compliance risks and licence costs. In practice, an annual
cleansing cycle has established itself, supplemented by continuous change processes. This keeps the
data foundation stable, even during organisational growth or system changes.

Current Developments and Digitalisation

Vendor master data creation is increasingly being digitised and automated. Drivers include onboarding
portals, external data sources and integration with overarching supply chain processes.

Automation and External Data Sources

More and more companies are automating record creation by automatically populating master data from
official registers and business information sources and only validating instead of typing it in. Artificial
intelligence supports duplicate detection, supplier classification according to the spend taxonomy and
plausibility checking. With the help of supply chain analytics, master data can also be used to derive
insights for risk assessment and supplier steering, for example concentrations in critical commodity
groups.

Integration with Supplier Portals and Onboarding

The trend is towards integrated supplier onboarding solutions in which master data creation, compliance
checks, contract filing and technical connection to a supplier portal are combined in one process. This
reduces media discontinuities and accelerates the operational readiness of new suppliers. At the same
time, requirements for data protection and IT security are increasing, as sensitive company and bank
data flows here. When selecting solutions, attention should therefore be paid to certifications and
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transparent data processing.

Master Data as a Basis for Planning and Materials Management

Master data is gaining in importance because planning processes such as the Master Production
Schedule (MPS) or consumption-based planning are built on precise supplier and material data.
Consumption forecasts and Total Cost of Ownership (TCO) assessments likewise require reliable
master data on suppliers, payment and delivery terms. Those who work cleanly here create the data
foundation for strategic decisions and can identify supplier risks earlier, for example by linking to a
defined market model or ongoing supplier evaluation.

Typical metrics

Lead time for new vendor master data creation: 3—10 working days
typical benchmark depending on the intensity of checks and supplier type

Data quality rate: > 98% complete records
share of master records without mandatory field errors or outdated data

Duplicate rate: < 1%
share of identical suppliers with multiple master records

Share of automatically posted incoming invoices: commonly 60-90%
increases measurably with the quality of vendor master data

Practical Example

A mid-sized mechanical engineering company with around 2,000 active suppliers discovered during an
audit that roughly one fifth of the vendor records contained duplicates or outdated bank details.
Payments were blocked several times and some invoices had to be reposted manually. The company
subsequently introduced a central creation process with a supplier onboarding portal and separated
procurement roles from data maintenance roles.

 Introduction of a four-eyes principle with documented approval by the finance department
« Verification of all bank details via an independent confirmation channel
» Automated duplicate checks and cleansing of the legacy stock within six months

 Integration of the supplier portal into master data maintenance so that suppliers can report changes
themselves

Conclusion

At first glance, vendor master data creation appears to be an administrative detail, but in practice it is a
foundation of the entire procurement and finance process. Without clean master data, neither invoice
verification, nor payment transactions, nor reliable supplier analyses function. Companies benefit when
they organise creation, changes and cleansing through clearly defined roles, validation steps and
functioning master data governance. Digitalisation via portals and automated checks significantly
reduces effort and error rates. Investing here lays the foundation for reliable KPls, efficient processes
and well-founded supplier decisions.
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Frequently asked questions

What is included in a vendor master record?

A vendor master record typically contains identification and address data, contact details, payment and
banking information, tax data such as the VAT identification number, and procurement-related
information such as payment terms, Incoterms and commodity group assignments. In addition,
compliance and approval information is frequently stored. The exact scope depends on the ERP system
and internal requirements.

Who is responsible for creating vendor master records?

In practice, a division of responsibilities has proven effective: Procurement identifies the need and
provides the business information, while a central master data or finance department handles the review
and approval. This segregation of duties also serves fraud prevention and fulfils the requirements of an
internal control system. In smaller companies, one person often performs both roles, which carries a
higher control risk.

How can fraud in vendor master data creation be prevented?

Key controls include the four-eyes principle, verification of bank details via an independent channel, and
automated duplicate and plausibility checks. In addition, authorisations should be granted strictly and
audited periodically. Strict verification procedures also apply to changes to existing records, such as new
bank accounts, as these are where the most common fraud attempts occur in practice.

What is the difference between vendor and customer master records?

Vendor master records relate to suppliers from whom the company purchases and govern the purchase
order process, incoming invoices and outgoing payments. Customer master records relate to customers
who buy from the company and govern quotations, orders and incoming payments. Both record types
share some field structures but differ significantly in payment logic, tax treatment and approval
processes.

How often should vendor master data be reviewed and updated?

Change-relevant data such as bank details or addresses should be updated on an event-driven and
controlled basis. A full review of all active records has proven effective in practice on an annual or
biennial basis, supplemented by automated checks. Inactive suppliers should be identified periodically
and blocked where appropriate in order to reduce risk and maintenance effort.

What role does a supplier portal play in master data creation?

A supplier portal enables self-registration and self-maintenance of master data by the supplier, which
reduces errors and saves effort. The supplier uploads documents, updates bank and contact details and
reports changes independently. The company reviews and approves the data, ideally with automated
validation rules. This makes vendor master data creation part of an end-to-end supplier enablement
process.
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