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What is Sourcing and Procurement?



Procurement Types

Direct Indirect



Source to Pay – Introduction

Reporting

Record  keeping

Payment

Invoice approval

Invoice receipt and verification

Creation of purchase order

Selection of Supplier

Identify the needs for goods and services



Source to Pay – Benefits

Increased 
Efficiency

Greater 
Visibility

Better 
Supplier 

Relationship
Cost Savings

Enhanced 
Compliance

Increased 
Scalability



Source to Pay – Stakeholders

Procurement 
Stakeholders

Accounts 
Payable 

Stakeholders

IT department 
Stakeholders

Finance 
Stakeholders

Audit or 
Compliance 
Stakeholders

Vendors 
(External 

Stakeholders)



Source to Pay

 
Business process areas
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Source to Pay Business Process Areas

Manage Vendor 

Relationship

Define procurement 

and sourcing 

strategy

Define Procurement 

Catalog

Procure material & 

service

Receive material & 

service

Process vendor 

invoice
Issue and settle 

vendor payment

Process vendor 

rebates & incentive

Source to Pay

Inventory to Deliver



Source to Pay Process Relationship
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Define procurement and sourcing strategies
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Define procurement 

and souring 

strategies

Define procurement 

catalogs

Manage vendor 

relationships

Procure materials 

and services

Process vendor 

invoices

Issue and settle 

vendor payments

Process vendor 

rebates and 

incentives

Define procurement and sourcing policies

Define the procurement process

Create  and update vendor pricing contracts

Source to Pay Business Process – 

Define procurement and sourcing strategies



Use case 1: Create purchasing policy
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Use Case – Create  purchasing policy

Contoso Entertainment System manufactures, distributes and installs home electronic equipment and have 

multiple distribution channels. 

Inga Numadutir (Procurement manager) wants to create a purchasing policy that :

1. Automatically creates a purchase order for approved purchase requisition

2. Only allows employees to see “Office supplies” catalog of Contoso Entertainment System while creating 

purchasing requisition.  ‘

3. Allows users to only have access to the following categories while creating a purchase requisition

o Office Machine

o Office and desk accessories

Define procurement and 

souring strategies

Create 

purchasing 

policy

Define procurement 

catalogs

Assign vendors to 

catalogs

Manage vendor relationships

Create vendor

Procure materials and 

services

Create purchase 

requisition

Confirm and send 

purchase order

Process vendor invoices

Receive, record and 

post invoice

Issue and settle vendor 

payments

Manage vendor 

settlement

Process vendor rebates and 

incentives

Approve and process 

vendor rebate
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Define procurement catalogs
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Create procurement catalogs

Assign products and vendors to catalogs

Configure access to external catalogs

Source to Pay Business Process – 

Define procurement catalogs

Assign employee access to catalogs

Define procurement 

and souring 

strategies

Define procurement 

catalogs

Manage vendor 

relationships

Procure materials 

and services

Process vendor 

invoices

Issue and settle 

vendor payments

Process vendor 

rebates and 

incentives



Use case 2: Assign vendor to Catalog
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Use Case – Assign vendors to catalogs 

Contoso Entertainment System manufactures, distributes and installs home electronic equipment and have 

multiple distribution channels. 

Inga Numadutir (Procurement manager) wants Office Machine procurement category to be purchased from 

vendors 1001- Acme Office Supplies and US-102 – Tailspin parts only.

Define procurement and 

souring strategies

Create purchasing 

policy

Define procurement 

catalogs

Assign vendors 

to catalogs

Manage vendor relationships

Create vendor

Procure materials and 

services

Create purchase 

requisition

Confirm and send 

purchase order

Process vendor invoices

Receive, record and 

post invoice

Issue and settle vendor 

payments

Manage vendor 

settlement

Process vendor rebates and 

incentives

Approve and process 

vendor rebate
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Define procurement 

and souring 

strategies

Define procurement 

catalogs

Manage vendor 

relationships

Procure materials 

and services

Process vendor 

invoices

Issue and settle 

vendor payments

Process vendor 

rebates and 

incentives

Identify prospective vendors

Create vendors

Manage and update vendors

Evaluate vendor performance

Source to Pay Business Process – 

Manage Vendor Relationships 



Use case 3: Create Vendor
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Use Case – Create vendors 

Contoso Entertainment System manufactures, distributes and installs home electronic equipment and have 

multiple distribution channels. 

Inga Numadutir (Procurement manager) wants to create a new supplier Litware with whom Contoso would like 

to enter into a purchase agreement.

Define procurement and 

souring strategies

Create purchasing 

policy

Define procurement 

catalogs

Assign vendors to 

catalogs

Manage vendor 

relationships

Create vendor

Procure materials and 

services

Create purchase 

requisition

Confirm and send 

purchase order

Process vendor invoices

Receive, record and 

post invoice

Issue and settle vendor 

payments

Manage vendor 

settlement

Process vendor rebates and 

incentives

Approve and process 

vendor rebate



<Demo/Insert video recording>
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Procure materials and services
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Define procurement 

and souring 

strategies

Define procurement 

catalogs

Manage vendor 

relationships

Procure materials 

and services

Process vendor 

invoices

Issue and settle 

vendor payments

Process vendor 

rebates and 

incentives

Create purchase requisition

Create request for quotation

Create  and update purchase order

Confirm and send purchase order

Source to Pay Business Process – 

Procure materials and services 

Create purchase agreement

Return items to vendors



Use case 4:  Create purchase requisition
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Create Purchase Requisition

Review Purchase Requisition

Approve Purchase Requisition

Purchase Requisition



Use Case – Create purchase requisition 

Contoso Entertainment System manufactures, distributes and installs home electronic equipment and 

have multiple distribution channels. Brooke Drynan (HR assistant) wants to raise a request for toner 

cartridges and paper shredding machine for work purpose. 

Contoso Entertainment System have a workflow where any purchase requisition raised is sent to 

Purchasing Agent for review. They also have a purchasing policy that all purchases above 1000 $ 

requires an approval by the manager before a purchase order is created

Create Purchase 

Requisition

HR assistant

Review Purchase 

Requisition

Purchasing Agent

Approve Purchase 

Requisition (> 1000$)

HR Manager

Autocreate Purchase 

order

System

Define procurement and 

souring strategies

Create purchasing 

policy

Define procurement catalogs

Assign vendors to 

catalogs

Manage vendor relationships

Create vendor

Procure materials and 

services

Create purchase 

requisition

Confirm and send 

purchase order

Process vendor invoices

Receive, record and 

post invoice

Issue and settle vendor 

payments

Manage vendor 

settlement

Process vendor rebates and 

incentives

Approve and process 

vendor rebate











Use case 5: Confirm and send purchase order
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Inquiry Purchase order

Approval of purchase orders

Changing purchase orders

Purchasing policies

Inquiry and confirm Purchase Order



Use Case – Confirm and send purchase order 

Purchase requisition for toner cartridges and paper shredding machine of Brooke Drynan (HR 

assistant) was accepted and the purchase order was already created.

Alicia Thornber (Purchasing agent) wants to inquire the vendor Acme Office Supplies to validate the 

delivery date.

Alicia Thornber receives confirmation from the vendor that these items will be delivered on the 

7/21/2023 to Drynan.

Define procurement and 

souring strategies

Create purchasing 

policy

Define procurement catalogs

Assign vendors to 

catalogs

Manage vendor relationships

Create vendor

Procure materials and 

services

Create purchase 

requisition

Confirm and send 

purchase order

Process vendor invoices

Receive, record and 

post invoice

Issue and settle vendor 

payments

Manage vendor 

settlement

Process vendor rebates and 

incentives

Approve and process 

vendor rebate
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Process vendor invoices
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Define procurement 

and souring 

strategies

Define procurement 

catalogs

Manage vendor 

relationships

Procure materials 

and services

Process vendor 

invoices

Issue and settle 

vendor payments

Process vendor 

rebates and 

incentives

Source to Pay Business Process – 

Process vendor invoices

Receive and record invoices

Review, approve and post invoice

Generate a prepayment invoice

Identify vendor policy violations



Use case 6: Receive and record invoice
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Use Case – Receive and record invoice

April who is an accounts payable clerk receive an invoice for toner 

cartridges and paper shredding machine from vendor 1001.  

This use case show how vendor invoice will be entered and posted 

based on purchase order and product receipt.

Define procurement and 

souring strategies

Create purchasing 

policy

Define procurement catalogs

Assign vendors to 

catalogs

Manage vendor relationships

Create vendor

Procure materials and 

services

Create purchase 

requisition

Confirm and send 

purchase order

Process vendor invoices

Receive, record 

and post invoice

Issue and settle vendor 

payments

Manage vendor 

settlement

Process vendor rebates and 

incentives

Approve and process 

vendor rebate
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Define procurement 

and souring 

strategies

Define procurement 

catalogs

Manage vendor 

relationships

Procure materials 

and services

Process vendor 

invoices

Issue and settle 

vendor payments

Process vendor 

rebates and 

incentives

Configure and apply cash discount

Generate and post prepayments

Generate and process promissory notes

Source to Pay Business Process – 

Issue and settle vendor payment

Settle vendor transactions

Cancel a vendor payment



Use case 7: Issue and Settle Vendor Payments
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Use Case – Manage Vendor Settlement 

Oscar who is an accounts payable manager will review vendor invoice 

VI4052 due for payment for vendor 1001. Oscar will generate vendor 

payment and settle payments against vendor invoice to close open 

vendor transactions.

Define procurement and 

souring strategies

Create purchasing 

policy

Define procurement catalogs

Assign vendors to 

catalogs

Manage vendor relationships

Create vendor

Procure materials and 

services

Create purchase 

requisition

Confirm and send 

purchase order

Process vendor invoices

Receive, record and 

post invoice

Issue and settle vendor 

payments

Manage vendor 

settlement

Process vendor rebates and 

incentives

Approve and process 

vendor rebate
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Define procurement 

and souring 

strategies

Define procurement 

catalogs

Manage vendor 

relationships

Procure materials 

and services

Process vendor 

invoices

Issue and settle 

vendor payments

Process vendor 

rebates and 

incentives

Define vendor rebate programs

Configure rebate eligibility

Configure vendor rebate approval process

Generate and process vendor rebates

Source to Pay Business Process – 

Process vendor rebates and incentives

Review rebate transactions

Analyze rebate performance



Use case 8: Process Vendor Rebate
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Use Case – Approve and process vendor rebate 

Sara who is an accounts payable manager would like to process 

vendor rebate claim as per the rebate agreement. Sara will review the  

rebate claims for vendor 1001 and will approve and process the 

vendor rebate.

Define procurement and 

souring strategies

Create purchasing 

policy
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catalogs
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Create vendor
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Resources
Help organizations manage and optimize the procure to pay business processes - Dynamics 365 | Microsoft Learn

Review and accept changes to confirmed purchase orders - Supply Chain Management | Dynamics 365 | Microsoft Learn

Review and accept changes to confirmed purchase orders - Supply 
Chain Management | Dynamics 365 | Microsoft Learn

Get started with Invoice Capture for Dynamics 365 Finance | December 12  14, 2022 - Microsoft Dynamics Blog

Punch out functionality and setup of an external catalog via purchase requisition

Procurement and sourcing home page - Supply Chain Management | Dynamics 365 | Microsoft Learn

Accounts payable home page - Finance | Dynamics 365 | Microsoft Learn

Source to Pay business processes | Microsoft Learn

Source to Pay - Training | Microsoft Learn

Yammer : Dynamics 365 and Power Platform Preview Programs : D365 Procurement and Sourcing : All Conversations

Yammer : Dynamics 365 and Power Platform Preview Programs : Public Preview: Invoice Capture within Dynamics 365 Finance : New Conversations FastTrack

Yammer : Dynamics 365 and Power Platform Preview Programs : Public Preview: Invoice Capture within Dynamics 365 Finance : New Conversations FastTrack  Dynamics 365: Overview | LinkedIn

Business 

Process

Help organizations manage and optimize the procure to pay business processes - Dynamics 365 | Microsoft Learn

AI Features
Review and accept changes to confirmed purchase orders - Supply Chain Management | Dynamics 365 | Microsoft 

Learn

TechTalks
Get started with Invoice Capture for Dynamics 365 Finance | December 12 & 14, 2022 - Microsoft Dynamics Blog

Punch out functionality and setup of an external catalog via purchase requisition

Learn
Procurement and sourcing home page - Supply Chain Management | Dynamics 365 | Microsoft Learn

Accounts payable home page - Finance | Dynamics 365 | Microsoft Learn

Source to Pay business processes | Microsoft Learn

Source to Pay - Training | Microsoft Learn

Community 

Resources

Yammer : Dynamics 365 and Power Platform Preview Programs : D365 Procurement and Sourcing : All Conversations

Yammer : Dynamics 365 and Power Platform Preview Programs : Public Preview: Invoice Capture within Dynamics 

365 Finance : New Conversations FastTrack Dynamics 365: Overview | LinkedIn

https://learn.microsoft.com/en-us/dynamics365/guidance/business-processes/procure-to-pay-introduction
https://learn.microsoft.com/en-us/dynamics365/supply-chain/procurement/purchase-order-changes-after-confirmation
https://learn.microsoft.com/en-us/dynamics365/supply-chain/procurement/purchase-order-changes-after-confirmation
https://community.dynamics.com/365/dynamics-365-fasttrack/b/techtalks/posts/get-started-with-invoice-capture-for-dynamics-365-finance-december-12-14-2022
https://community.dynamics.com/blogs/post/?postid=18e84290-87cc-448e-9c46-664a2e48abdd
https://learn.microsoft.com/en-us/dynamics365/supply-chain/procurement/procurement-sourcing
https://learn.microsoft.com/en-us/dynamics365/finance/accounts-payable/accounts-payable
https://learn.microsoft.com/en-us/dynamics365/guidance/business-processes/procure-to-pay-introduction
https://learn.microsoft.com/en-us/training/browse/?terms=vendor&expanded=dynamics-365&products=dynamics-finance%2Cdynamics-scm
https://www.yammer.com/dynamicsaxfeedbackprograms/#/threads/inGroup?type=in_group&feedId=69010219008&view=all
https://www.yammer.com/dynamicsaxfeedbackprograms/#/threads/inGroup?type=in_group&feedId=84296204288
https://www.yammer.com/dynamicsaxfeedbackprograms/#/threads/inGroup?type=in_group&feedId=84296204288
https://www.linkedin.com/company/fasttrackdynamics365/?viewAsMember=true


QUESTIONS

57
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