WORKING CAPITAL OPTIMIZATION
WITH PROCESS ANALYTICS

Part 2: Focus Accounts Payable

Disseldorf, January 2025
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ith the right measures, significant WOC and efficiency potentials can be achieved
Extract of H&C project results

Focus of this whitepaper

Optimization of Optimization of Optimization of
Accounts Receivables Inventories

Accounts Payables

Reduction of payment periods &
harmonization of payment terms

Reduction of anonymous inventories
with an increase in availability

30%

40% Increase of the Accounts Payables 359%

with the same purchase volume

Reduction of customer-specific
inventories

Of the cash discounts are taken
automatically

90% Reduction of lead time between
0

. . 99%
delivery and invoicing

55%

Increase of on-time deliveries &
50% L .
automatic disposition

65% Reduction of overdue invoices
%/ and delayed payments

Increase of payment periods for
small and medium suppliers

85%

20,

Reduction of DSO Increase of DPO Reduction of DIO
by 20-30 % 2 by 25 -40 % 2 by 20 - 35 % 2

With the H&C approach for Working Capital optimization, high cash & efficiency effects can be achieved — in the
short run as well as permanently through sustainable implementation

a) Depending on the maturity of the processes and the previous working capital focus
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The Horn & Company
approach for WOC optimization
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The H&C approach for WOC optimization

We create data-driven transparency — End-to-End from customer to customer
As an "X-ray machine" H&C Process Analytics quickly identifies stock drivers along the entire process chain
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The H&C approach for WOC optimization

Optimization through combination of process, financial & inventory data
Overview of the H&C approach

=
o] Financial Data Process Analysis EIEE Inventory Analysis

® Payment terms ® Transparency over processes & behaviour ® ABC/XYZ classification
® Payment behavior ® Detection of bottlenecks and lost time ® Stock range and dead stock analyses
® Quantitative simulations ® Across all processes, e.g. OtC, PtP, ... ® Automatic identification of weaknesses
At single invoice level At purchasing/sales document level For every single material number
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The H&C approach for WOC optimization

Powerful Bl-dashboards for operational optimization as clear deliverable
Customized deep dives for specific customer situations

Tracking of payment behavior
Accounts Payable — Tracking Payment behavior

Due Date Company Code Business Unit Discount avail.  Overdue Payment Term Code 0 Ove |"Vi ew Of th e agl n g Of paya b | es by th e

02022001 E|| 20012024 B| [ane v| | Ale H H H
e different business units
r ; : 1
ei # Invoices open Volume open (EUR) # Invoices overdue Volumen overdue (EUR) Avg. Days overdue History of % paid b4due from Revenue (L60D) Q
1013 3.788.491,76 a4 124.299,53 13,93

0020 424 2.702.983 47 107 800.956,54 12,67 h i | i f h i

0010 886 1.657.420,96 42 99.858,85 2212 Grap Ica representatlon o t e proportlon Of

0041 487 141407563 31 62.463,60 10,48 d . . bl _ d d . f f bl

o > overdue invoices (blue = due today; left of blue

0009 322 1.073.474,10 3 335.874,34 10,97 .

oo1s s aoses % 21708337 1124 = due soon; right of blue = overdue).

0030 19 651.109,79 20 61.285,86 484,75 -

Gesamt 4136 14.186.132,25 a1 1.874.161,45 611 | S U paem S

~ "uein > 14 days @B: Due in 14 - 8 days days ®C: Due in 7-1 days @D: Due today @ E: Due since 1-6 days @F: Due since 7-13 days @G: Due since 14-30 days @H: Due since 31-59 d... @1: Due since 60-17... @J: Due since > 18 H H H H H
0 e All relevant information about a single invoice

3.46 Mio. 054 M... H H H H

|_ = on invoice level. (Various dates such as creation

" nice Fiscal year LIFNR # Invoices  # Invoices Volume (EUR) Invoice Days from invoice date  Start payment Payment Payment term Due date Days overdue  Status_Text_ N H H
eer open overdue date to start payment term term Term periode (net) date Or d Ue date, aS We” aS | nfO rm atlon a bOUt

-
421078 2023 0000000011 1 260.20817 28.02.2023 1,00 01.03.2023 A309 60,00 30042023 C: Dueiin 7-1

5105832589 2023 0000060229 1 217.07577 31032023 0,00 31032023 A318 30,00 30042023 C:Duein 7-1 th e paym ent term ) .

5105833589 2023 0000000011 1 209.159,28 31.03.2023 4,00 04.04.2023 A301 30,00 04.05.2023 C:Duein 7-1

5105819226 2023 0000064275 1 208.731,60 21022023 000 21022023 A364 7500 07.05.2023 B: Duein 14 -

days days . .

5105833050 2023 0000000011 1 159.962,87 31032023 0,00 31032023 A309 30,00 30042023 C:Duein 7-1 e Tra C kl n g Of th e pe rcenta ge Of paya b | es pa I d

5105836407 2024 0000056147 1 143.682,00 17.04.2023 0,00 17.042023 A380 30,00 17.05.2023 A:Duein > 1. .

5105820124 2023 0000064432 1 1 14161236 28.02.2023 000 28022023 A453 30,00 30032023 28,00 G: Due since befo re th e d ue d ate In th e |a st th ree mo nth s to

days
G t 4136 441 14.186.132,2 3,14 55,05 66,11 H H H H H
e 2 illustrate the progress in optimization

Live-dashboard for managing the payment behavior and monitoring payment term development for a
sustainable increase of Accounts Payable
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The H&C approach for WOC optimization

From data-driven WOC analysis to evaluated & prioritized potentials

Project phases and results

0]
Initiation
(especially data provision)

1

Analysis & top-down potential
identification

Measure definition and

confirmation

v

Clear data requirements & extensive
data foundation for analyses

horn & company
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Quantified process anomalies, top-down
potentials and fields of action

Measures and potentials, bottom-up
confirmed improvement program

Working capital optimization with Process Analytics — Focus Accounts Payable
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Typical project results & improvement
measures for Accounts Payable
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Typical project results and improvement measures for Accounts Payable

Low accounts payable are caused by a variety of process issues

DeepDive Phase 1: Typical process issues in AP

Lack of focus on extending Lack of focus on full use of the
payment terms in purchasing payment term
Agreement of deviating No standard payment
payment terms than terms defined Double payments of Lack of supplier differentiation to

deposited in the supplier invoices control payments

master data Lack of transparency about

agreed payment terms Only one payment run per

week in accounting
Avoidance of late

Invoices are sent tf)O payments Lack of transparency about
early by supplier one's own payment
behavior

Payment Term

Start of Payment of Due date of
payment the invoice the invoice
period

Lack of accountability in the individual process steps

We have a proven set of levers from implemented projects to address the typical AP process issues
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Typical project results and improvement measures for Accounts Payable

Prevention of early payments to suppliers

DeepDive Phase 1: Example analysis to optimize own payment behavior

@ EARLY PAYMENT | Own payments before or after due date

Payments and due date (after optimization)
(o)
52%

0,8 Mio.

0,6 N

Volumen

Nio.
0,4 Mio
0,2 Mio.

0,0 Mio, ———

Payments and due date (before optimization)

Paid before
due date

Paid after
due date

FINDINGS

--I‘||‘ “‘lllll.lll.-
10 5 0 5 10

Due date

0,6 Mio Paid before
due date

Paid after
due date

of own payments are made before due date

% 030 MEASURES (SELECTION)
. Optimize payment runs, differentiate suppliers
I 1 based on their reaction to late payments, ...
o .Casl: E
i) Al PROJECT EXAMPLE ¥
— Working Capital effect: 4,4 MEUR

Process analytics can be used to show which invoices are paid too early and what the causes are — this is how
one's own payment behavior can be sustainably improved

1) Customer example for a chemical distributor with a turnover of approx. 1.000 Mio. EUR per year

horn & company

Working capital optimization with Process Analytics — Focus Accounts Payable | 10



Typical project results and improvement measures for Accounts Payable

Enforcement of longer payment terms with suppliers

DeepDive Phase 1: Example analysis of payment term development over time Accounts Payable
PAYMENT TERM | Al-supported payment term negotiation FINDINGS

wWAVG Payment

Term (L30D) Roll out Al-support for (o)
4 payment term negotiation 62 /O

of payment terms can be extended in
structured negotiation with suppliers

Improvement of
approx. 2 days in 6
~ Month

MEASURES (SELECTION)

Al-tools for payment term negotiation, negotiation
training for procurement, ...

PROJECT EXAMPLE V)

N ) i Y T T = ) S

01.03.2022 15.09.2022 01.03.2023

Working Capital effect: 2,7 MEUR

Utilizing Al tools supports the purchasing department in negotiating payment terms with numerous suppliers —
furthermore, extra negotiation training results in better payment terms, particularly with strategic suppliers

1) Customer example from the process industry with a turnover of approx. 300 Mio. EUR per year
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Typical project results and improvement measures for Accounts Payable

Enforcement of longer payment terms with suppliers based on reliability analysis

Accounts Payable

DeepDive phase 1: Example analysis of supplier reliability

PAYMENT TERM | Data-driven analysis of supplier reliability

WERKS

1131 v

Supplier Performance

GRP1

Alle v

LIFNR EUR
v

#PO #DS #Total #Scope #Exact #Ontime Exact Late Early Ontime O+E

Gesamt 53.513.120,13

DIM
# Total POs Total Order Volume
170 618 TEUR

Ontime Delivery

oi' l i 'A)o%
Selection  wAvg M

Min ax

Delayed Deliveries

0% l L 1?0%
Min WAvg Selection Max

Variance on delivery

0% 100 %

Min leg Selection Max

Leveraging process mining to identify suppliers with below-average performance supports the purchasing

FINDINGS

54 %

MEASURES (SELECTION)

Near-time reporting on supplier reliability

in self-service dashboard

PROJECT EXAMPLE

Working Capital effect: 4,2 MEUR

Increase in payment terms for the quantile of
suppliers with the lowest performance

department to factor in the unreliability into the payment terms

1) Customer example from the process industry with a turnover of approx. 300 Mio. EUR per year

horn & company
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Typical project results and improvement measures for Accounts Payable m

H&C can provide a proven set of measures to sustainably optimize AP
DeepDive phase 2: AP measures from previously implemented projects

Overview of implemented measures for Accounts Payable optimization

Development of a Standard Payment Term Matrix

Transparency and tracking of payments before the payment deadline

Tracking of agreed payment deadlines in purchasing

Monitoring of delivery reliability as a basis for renegotiating payment deadlines

Introduction of additional payment runs

Negotiation training for procurement team

Introduction of supplier differentiation to control payments

Technical implementation to make it easier to switch between the use and non-use of discount conditions
Adjustment of payment runs

|dentification of double payments

Supplier financing for open invoices

VVVVVVVVVVVV@
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Typical project results and improvement measures for Accounts Payable

0

Measures are developed for each field of action and potentials are estimated

DeepDive phase 2: Measure overview for one legal entity

Measures have been developed with the local team
Measure Overview —

Indication in k€

| | | Ensure prompt payment processing l | Procurement l 1.300 k€ “ 260 k€ |
| 02 | | Maximize payment terms l | All l | 2.200 k€ || 390 k€ |
| 03 | | Automate supplier invoice validation l | Finance l | 650 ke || 160 k€ |
| 04 | | Take advantages of early payment discounts | | Procurement | | 1.100 k€ || 210 k€ |
| 05 | I Avoid unnecessary deducations with suppliers l | Procurement/Finance l | 500 k€ ” 50 k€ |
| 06 | | Prioritize payments on supplier critically | | Al | | 1.750 ke || 340 k€ |
| o7 | | Improve payment processing via e-payment I | Procurement/Finance I | 960 k€ || 80 k€ |
| 08 | | Ensure discounts (e.g. cash) are utilized l | Procurement l | 780 k€ || 100 k€ |

09 Implement batch payment runs Finance 1.530 k€ 180 k€

10 Strengthen supplier relationships (training) Procurement 1.220 k€ 130 k€

horn & company

|

11.990 k€

1.900 k€

Customer examples

Identified fields of action are the starting point for

the development of improvement measures.

A multitude of proven improvement measures are
analytically examined and evaluated for each field

of action.

Experienced Horn & Company Process Analytics
experts support the simulation of the impacts,
provide valuable process improvement and system

knowledge, and facilitate the process.
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Typical project results and improvement measures for Accounts Payable m

Confirmed measures are aggregated into site and overall program
DeepDive phase 2: Comprehensive program of measures

Local Prices
Levers Adi‘:';;“:&"‘gﬁ":"e Bcttglr:n-élupRPot. Responsible Status
Improve Payment Terms and Scheduling 12.6 3.9 GPOs buy-in
Streamline Invoice Approval and Payment Process 10.6 56 Regional Manager buy-in
Optimize Cash Flow Management for Supplier Payments 27.3 121 Dispatcher buy-in
ﬂ‘ Enhance Supplier Relationship Management 10.0 6.0 Plant manager buy-in [ Aggr‘egated |dent|f|ed a nd agreed_u pon measures
‘ High, but no reliabi . .
I | ovove Forcastng o s Peyees s e contreling i are consolidated with the respective stakeholders at
X Implement automated Accounts Payables Systems 59.5 233 Service Manager buy-in
Optimize Supplier Discount Utilization 11.3 2.0 Service Manager buy-in th e Slte IeVEl :
Consolidate Payments to Key Suppliers 9.3 24 H&C timated . . . .
’ S S =« This allows for an estimation of the overall potential
and the potential ramp-up over time.
Operational Improvement Levers Performance
Improve Adjust Improve Strengthen Bottom-Up Addressed n H i i i
Finally the subsequent implementation program is
134.081 Division A 15.7 0.0 0.0 15.7 39.8 Ou‘[‘_“ned .
27.986 Division B 13.8 3.0 25 19.3 49.4
Flanking
Levers
41.752 Division C 9.8 4.6 59 20.3 51.5
184.466 TOTAL 39.3 7.6 8.4 55.3 140.7
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Horn & Company profile
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H&C company profile

Horn & Company: Experienced, pragmatic and high implementation competence

Company profile

Positioning
Focus
Industries
Clients
Consultants
Differentiation

Growth

Awards

horn & company

Top-management-consultancy, founded 2008 —i.a. McKinsey, Roland Berger, Droege
Strategy — Performance improvement — Corporate Restructuring — Digital transformation
Industrial goods — Automotive/Special Vehicles — Consumer goods — Process Industries
Corporate groups, Large SMEs, family businesses

> 250 highly-skilled consultants, including 45 partners/associate partners

P&L focus — digital/analytics expertise — implementation

Merger in 2023 with CO‘Wono -> Addition of extensive SSC and operations experience

PART OF
HORN & COMPANY

Hidden Hu:fden H:dcen H:::iden -—-

Champicn Champion Champion Champion 1 Horn & Company
2 McKinsey & Company 403
3 Boston Consulting Group 394
4 Bain & Company 388
m | _E' _' _. | | - | 5 Oliver Wyman 383
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H&C company profile

Your contacts for data-driven Working Capital optimization at H&C
Overview and contact information

Y

Dr. Philipp Herrmann Dr. habil. Matthias Georg Will Dr. Benedikt Hirthammer
Partner Associate Partner Manager
Schwerpunkte Process Mining Process Automation & Digitalization Process Automation & Digitalization
Working Capital Optimization Working Capital Optimization Working Capital Optimization
Process Automation & Digitalization Process Mining Process Mining
Predictive Analytics Business Analytics & Dashboards Master Data Management
Supply Chain Optimization Corporate Strategy & Governance Business Analytics & Dashboards
Kontaktdaten +49 162 27 26 042 +49 162 26 27 371 +49 162 27 26 093
philipp.herrmann@horn-company.de Matthias.Will@horn-company.de Benedikt.Hirthammer@horn-company.de
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horn & company

Internationale Top-Management-Beratung

DUSSELDORF | BERLIN | FRANKFURT | HAMBURG | KOLN | MUNCHEN | STUTTGART | CHARLOTTE | SINGAPUR | WIEN | ZURICH



