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“2016 the year the abletodoso?
e-invoice talks back.” -

HOW DIGITAL PLATFORMS SUPPORT SUPPLY CHAIN
FINANCE?
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E-invoicing is the engine of the
digitalization of the Financial Supply Chain

EDI: of Orders and receptions
Use: Retail and automotive

E-invoicing project is
so much more than
just savings of paper,
tonner, envelopes
and people.
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Invoicing is about communication not just booking

* The essence of the invoice Is the message of the
supplier to the customer that he has executed his part
of the confractual agreement, and that it is now up to

the customer to fulfill his part of the deal by making the
payment.

* A nice vendor-specified layout will support this more
than ever.




Types of invoice-communication within
the end to end P2P

Communication within /around:

— payment cycle
 disputes and complaint handling
« dunning, payment reminder
» collection: (resend, collection)

— legal proceedings

— Announcements: new bank accounts, addresses, holidays, next

service, etc.

— Extend the "customer journey": new products, manual, warranty etc.
(Web links, QR Code) Voucher Codes.

— Gamification: 1o get money sooner
— Tax Audits
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The focus of working capital never ends.

Proximus grows 5.5 percent

 Revenvues increased 5.5 percent,

- The current operating cash flow decreases with 3.8 percent.
 Much more need for working capital:

* Free cash flow decreased dramatically from 119 million to 8 million due to
higher capital expenditures and increased working capital requirements.

« There was, among other additional working capital needed to replenish
stocks after the Christmas campaign of 2014 and an increase in trade
receivables, explains Proximus.
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Invoice marketing

k|
. . The impact of marketing
Invoice Mquehng y communication increases

— Invoices could be an essential part of when social media is
. o3t maore integrated in
your communication plan

— Use social media in your dunning
process, e.qg.: rewards offered on social
media for early payment

— Invites / reminders by sms, WhatsUp

your business processes,

In the not too distant past, the business/customer relationship ended
when the consumer walked out of the store; you didn’t have many
options to do anything differently.

Today, however, there’s a huge opportunity to keep that relationship
going — and invoice and ticket marketing may be a key.
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What companies can learn from de positive
stimulus of the VAT collection program of Portugal

BTl @ e-invoice as a citizenship project

Lucky | -
. Tax benefit and “Lucky invoice” lottery
Invoice lottery
of Portugal 47
A faturase
"SO%'PE 2014 2013 e 2014
Tax administration awards prizes Consumers receive a tax benefit
) to consumers who ask for an [15% of supported VAT] in 4
Alternative to the invoice with TIN sectors of activity:
white cash
registers in the - N
Belgian Bars? f X
Car maintenance Motorcycles Accommodation Hairdressing and
and repair maintenance and and food service other beauty
repair activities treatment

Elza Sequeira
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The Payment Factory

Cashflow
Forecasting &
Internal Netting Optimization External Netting
€ * Payment Factory
/ -
In-House
Subsidiaries Bank Trading

Operating Units Partners
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PSA BANK Y

New cross Supply Chain initiatives

NTEERDE SPAARREKENING

DISTINGO Plus, GEREGLEM
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DE REKENING DIE HET
SPAARGELD AAN HET
WERKZET

Ps a B a N K ° B HOGE GETROUWHEIDSPREMIE 0 ’ 50 0% Basisrenics iichil:
B ZONDER KOSTEN
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As a new player, PSA Bank offers an interest rate which is amongst the
highest in the market for Long Term savings. Nevertheless some caution is
recommended.

Why high interest rate on LT savings?
« PSA Bank still pays relatively high interests on the bond market.

« Bank bonds of PSA who expires in 2019 have a return of 3%,

 while a bond issued by BNP Paribas and which expires in 2020 offers a
return of only 0,9%.

« This make it interesting for the PSA Bank to offer saving accounts with a
return of 2%.
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Why implementing Supply chain finance?

Cheaper and easier financing of the Supply chain bases on the credit rating of the buyer

The solvency risk of the supplier moves to the third party or disappears by early payment. (Supplier
saves on credit insurance)

With Dynamic discounting you can leverage upwards 1o 26% return (36%-10% of bank) on your
capital by discount of 3% for 30 days. But you need de CAPEX for financing the Working Capital
(balance or of balance).

You can bring in cheaper funds to strength the end to end supply chain, using your credit rates as a
buyer.

Corporate Bank [—»{Corporate
Bank Mid-Size “ Mid-Size |e=
. Small S
A win for SMEs: Small

« qaccess the liquidity they need for growth ( incremental marge)
* Below conditions they could borrow, if they even could get extension of their credit lines
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Dynamic Discounting: the idea

3.0%

2.5% 3.0% The right « 2% in return for 30
attractive days, OKe

20% o

discount at

One moment in 20% i
anytime

time e This implies 2%*12 or
1.0% more than 24% on
0.5% L. a yearly basis
- i Do you still agree?
P ——— 0%
0 10 Days 20 Days 30 Days 0 10Days  20Days 30 Days

a successful Supply Chain Finance program requires that the Buyer convinces the
Suppliers from using this financing solution on the BtoB platform.

Realistic rates and terms

Study respondents believe that a payment should be accelerated by 16 days in
exchange for a 1% discount on the invoice, which is equivalent to a 21.9% APR.

Suppliers consider the optimum discount rate they would give in exchange for faster
payment to be 1.2%.
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Dynamic Discounting:
the period of effective discounting

« Studies show that average approval cycle is @25 days, and can be reduced by using
BtoB-platforms to @15 days.

There is a huge difference between direct and indirect approval cycles.

« Studies show that nearly 20% of suppliers have customers who have taken a discount
after the early payment term date has expired.

\ Supplier Optimization | ’ Buyer Optimization ‘ DyDis SCF-Opportunity

_—
Days -65d @D 12d  15d 62d 904

/\I= ﬁ ier: 1
Supplier: 10 d >

\ Trade finance

Buyer: 10d

>

Purchase

Shipping
Reception

Invoice Date
Invoice Issued
Invoice Reception
Invoice Approval
Early payment 10 d
Invoice Due Date
late payment

Early payment effective
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Segmentation of the suppliers on the offered solutions is
important

| EDI S EDI [ WEB EDI or E-mail Jll WEB Edi or E-mail

€ Spend :
P | ow votume % Interest on WC
High Volume Mid volume Suppliers Long Tail | suppliers pay
Suppliers | Mid-Size Suppliers Small Companies
. I

# Suppliers

SCF with Third Factoring our Supplier WC Dynamic Discount
party Difficult to convince for SCF technics on WC

Supply Chain Finance seems to be used mostly by huge vendors (especially Anglo-

Saxon vendors), and small vendors.
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Factoring: the essence

(8) Insolvency risk (credit insurance)

L

(7) Remaining Payment

Supplier

(5) Collection
—

(4) Financing (75%)
(3) Copy of invoice

Factor (6) Payment on due date

Debtor

(1) Supply of goods

|

(2) Original Invoice with cession text and bank account of Factor

(2) The bank account mentioned on the invoice is the factoring firm’s account and not that of the

supplier.

(4) Advanced financing at e.g. 75% and collection of (7) the the remaining 25% at the moment of
payment by the customer. The advanced financing is the result of risk in the receivables
portfolio (sector, spread, no inter-companies).
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Reverse Factoring

- (1)Shipping good / Executing Service

. 2)Sending Invoi
Suppller (2)Sending Invoice
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Conclusions: We must build the crowd.
Connectivity is about senders and receivers

The chicken or the egg causality dilemma

Hello please ensure first
that sufficient senders
participate

Hello please ensure
first that sufficient
receivers participate

e Wibear: #-TRCTUR b e vt PEEALEL. J3ap Jan Mekihuts = L ceglemeber 2015 O Simpherifascin £ Al eghcs Pikireid
)&
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Lets gtart v X

“Think big, start up small, scale up fast!”

Z

If you have a problem and nobody else can help you,

please, find us:
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Jos Feyaerts

InCoPro:Design for Margin (D#M)
an iVAT partner of VAT applications NV (Avalara)
Mob:+32-473 38 16 13 Skype: Feylos
Jos.feyaerts@incopro.be
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Need for more? Follow us on LinkedIn and slideshare

2]

www.linkedin.com/in/josfeyaerts

www.slideshare.com/josfeyaerts

www.designformargin.com

Jos Feyaerts
Digitalisstion Guide for your Financial Supply Ghain, Supply chain finance and VAT-
sutomation
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