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LET'S STAY
CONNECTED

We believe in the value of strategic ° @StrategicTreasurer

I} linkedin.com/company/strategic-treasurer-lic

partnerships and a collaborative
approach to supporting our industry
through long-term relationships, the
beneficial exchange of insights, and
excellence in service. Follow us on
social media for updates or set up a

quick call to talk in more detail.

@StratTreasurer

Strategictreasurer.com/podcast
or wherever you listen to podcasts
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https://www.linkedin.com/company/strategic-treasurer-llc
https://www.linkedin.com/company/strategic-treasurer-llc
https://www.youtube.com/channel/UCFP3FchiXqUTaOUN90pCV5g
https://twitter.com/StratTreasurer
https://www.youtube.com/channel/UCFP3FchiXqUTaOUN90pCV5g
https://twitter.com/StratTreasurer
https://strategictreasurer.com/podcast/
https://www.linkedin.com/company/strategic-treasurer-llc

SUPPLY CHAIN @
FINANCE & CASH WHAT

Discussing how supply chain

CO NVERSION CYCLE finance (SCF) and cash

conversion cycle (CCC)

SO LUTI O N S automation solutions can

function as important tools
ANALYST REPORT SERIES

in working capital initiatives.

0 CRAIG JEFFERY

i Founder & Managing Partner
Strategic Treasurer
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Professipnal’ This presentation is provided by Strategic Treasurer.
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ABOUT THE SPEAKER

GET TO KNOW TODAY'S SUBJECT MATTER EXPERT

CRAIG JEFFERY

Craig Jeffery formed Strategic Treasurer in 2004 to
provide corporate, educational and government
entities direct access to comprehensive and current
assistance with their treasury and financial process
needs.

His 30+ years of financial and treasury experience as
a practitioner and as a consultant have uniquely
qualified him to help organizations craft realistic
goals and achieve significant benefits quickly.

#GOSTRATEGIC
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TOPICS OF DISCUSSION

KEY AREAS OF FOCUS & ANALYSIS

DEFINITIONS AND
GOALS

WORKING CAPITAL, CCC
AND SCF

N\ ’
I:\
==

CCC SOLUTIONS

EFFICIENCY THROUGHOUT
THE PROCESS

o

[e]

SCF SOLUTIONS

VARIED DEPENDING ON
SITUATION AND NEED

CANDIDATES
FOR SCF

SELECTION AND
IMPLEMENTATION

GUIDANCE ON CHOOSING
SCF SOLUTIONS

LEADING
PRACTICES

WORKING CAPITAL
INITIATIVES

#GOSTRATEGIC
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WORKING CAPITAL

DEFINED DIFFERENTLY BY DEPARTMENTS

E Distinct methods of calculation

Traditional working capital Net adjusted working capital
(used by accounting) (used by treasury)
Current assets Accounts receivable
: +
Current liabilities Inventory

Accounts payable

#GOSTRATEGIC
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OPTIMIZING WORKING CAPITAL

LEVEL OF IMPORTANCE

» Does your organization place heavy emphasis on working capital optimization and associated
operations (inventory, receivables, payables)?

2019
2020
Yes
2021

2023

d.

r,LLC. All Rights Reserve

Source: 2023 Treasury Perspectives Survey
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1 2019

L1 2020

B 2021

B 2023
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CASH CONVERSION CYCLE

DEFINITION AND AIM

®~, Cash conversion cycle: The amount of time a company
o_°® takes to convert resources to cashflows

Calculating the CCC

Days sales outstanding (DSO)
+

Days inventory outstanding (DIO)

Days payables outstanding (DPO)

Primary concern: Determine whether processes
involved in working capital are efficient

£} Don'tjust seek to minimize time. Rather, seek to
a optimize processes.

#GOSTRATEGIC
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SUPPLY CHAIN FINANCE

DEFINITION

Supply chain finance:

“The use of financial instruments, practices, and
technologies to optimize the management of the
working capital and liquidity tied up in supply chain
processes for collaborating business partners.”

- Euro Banking Association’s definition

#GOSTRATEGIC
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POLL QUESTION

Poll 1 - Please describe your SCF situation. (all that apply)

Use a bank-provided SCF — 31%

Use a fintech-provided SCF [ 11%
Contemplating a bank-provided SCF |l 7%

Contemplating a fintech-provided SCF [l 2%

Not applicable or none of the above — 54%

Poll 2 - How important is working or leveraging your cash
conversion cycle (CCC) for liquidity and working capital.

Extremely important — 27%

Very important | 31%
Important [N 14%
Somewhat important [N 9%

Not important [ 2%

Not applicable or not in a position to answer — 14%

#GOSTRATEGIC
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AREAS INVOLVED

IN THE CASH CONVERSION CYCLE

Each area below has its own priorities and concerns, and each area's
operations impact working capital.

_~.  Procure-to-pay
[-e-] . Procurement

« Accounts payable (AP)

Inventory
* From just-in-time to just-in-case

2 Order-to-collect
‘:/  Credit
» Sales
 Fulfillment
 |nvoicing or billing
» Collection and credit application

#GOSTRATEGIC
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PROCURE-TO-PAY

AUTOMATION TOOLS

e
[e]
The most common tools:

* Procurement platforms

* Vendor management

« Compliance management

* Receiving goods and services
* Receiving invoices

« Payment tools (AP)

lof' Automation opens up more options for payments via increased
efficiency, offering more control and flexibility in managing working
capital.

#GOSTRATEGIC
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POLL QUESTION

Poll 3 - My organization TAKES discounts:

All or nearly all of the time — 11%

Usually [ 15%
Sometimes [ 31 %

Never | 9%

| don't know —33%

Poll 4 - My organization OFFERS discounts:
All or nearly all of the time h 4%

Usually [ 13%

Sometimes

34%

Never 18%

| don't know — 30%

#GOSTRATEGIC
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DRIVERS TO AUTOMATION

AP AND AR
» What would drive you or drove you to more » What would drive you or drove you to more
AP automation? AR automation?

Efficiency, cycle time Efficiency, cycle time _ 60
and cost concerns and cost concerns °
Reduction in errors,

exception
management, defects

Forecasting accuracy -49%

Reduction in errors,
exception
management, defects

Control or security - 40%

Control or security

Forecasting accuracy

Ability to scale

Ability to scale - 36%

Source: 2022 Modernizing AP/AR Processing Survey #GOSTRATEGIC
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ORDER-TO-COLLECT

AUTOMATION TOOLS

Areas that may be automated:

» Credit rating and scoring
 Shipping, fulfilment and/or invoicing
» Cash application

» Collection

Automation allows for better control over working capital through
increased speed in converting receivables to cash, improved
customer relationships and reduced costs.

| Y
f

#GOSTRATEGIC
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INNOVATIONS

IMPACTING CCC AUTOMATION SOLUTIONS

@ Al/ML

Streamlining tasks in these areas:

* Forecasting

* Collection

« (Cash application

 Payment security
and fraud detection

Networks

Extending functionality in payments:

» Validating payees

* Vendor management
 Compliance

* Payment tracking

* Finding suppliers

#GOSTRATEGIC
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REVERSE FACTORING

FROM WIN-LOSE TO WIN-WIN

Invoice Supplier 30 days Buyer sends
submitted receives (original payment
payment payment date)

Increased >l
DPO
Buyer

Third party

Reduced

_ —

Supplier DSO

#GOSTRATEGIC
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DYNAMIC DISCOUNTING

A SLIDING SCALE OF DISCOUNTS

Opportunities that
traditional discounting
methods don't provide

3% —

2% —

1%

0%

|
10 Days

. Traditional discounting (2/10 net 30)

Dynamic discounting

30 Days

#GOSTRATEGIC
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POLL QUESTION

Poll 5 - What would drive you/drove you to more AP automation? (all that apply)

Efficiency, cycle time, and cost concerns
Reduction in errors, exception management, defects

Forecasting accuracy

Working capital considerations (e.g., DSO) or cash flow
flexibility

Control or security

Ability to scale

— 54%

50%

e 42 %
T 40%

T 37 %

— 35%

Poll 6 - What would drive you/drove you to more AR automation? (all that apply)

Efficiency, cycle time, and cost concerns

Reduction in errors, exception management, defects

Working capital considerations (e.g., DSO) or cash flow
flexibility

Forecasting accuracy
Ability to scale

Control or security

— 53%

T 48 %
T 45%
T 4.5%

T 37 %

— 26%

#GOSTRATEGIC
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HYBRID SCF

FLEXIBILITY FOR FLUCTUATING LIQUIDITY

Reverse factoring

Situation: Deficit of capital

Response: Leverage
organization’s credit and a
third party’'s capital

Dynamic discounting

Situation: Excess of capital

Response: Leverage
organization’s excess capital

2 28% of companies alternate between having excess cash

“A and borrowing funds

Source: 2023 Treasury Perspectives Survey

#GOSTRATEGIC
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THE FUTURE OF SCF

FACTORS INFLUENCING THE USEFULNESS OF SCF

@ Interest rates

[ ]
/ -
/ -
/ -

Compliance

Networks

Emerging technology
 Artificial intelligence
« Blockchain/distributed ledger technology

#GOSTRATEGIC
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WORKING CAPITAL INITIATIVES

LEADING PRACTICES

WA

Working capital council Eliminate competing KPlIs

» Usually includes » Seek to understand
accounting, AR, AP, * Ensure all voices are heard
procurement, legal, tax,  Communicate the need to
and more change competing KPIs

» Typically led by treasury

v = —O~

vz -0—

= —O~
Establish a single set of KPIs Monitor and fine-tune

Create a new set of KPIs Meet monthly or quarterly
all parties can agree on and adjust as needed for
optimal working capital

#GOSTRATEGIC
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ANALYST REPORT

TREASURY'S GO-TO SOURCE FOR DEVELOPMENTS AND SOLUTIONS

SCF/CCC PROVIDERS

TREASURY
TECHNOLOGY

i corcentric  deluxe

Finexio  kyriba

lsq

|i| Download Report

#GOSTRATEGIC
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PRACTITIONERS

CORPORATE TREASURY & FINANCE

We help treasury do more of the right work with less of the waste.

ADVISE Maijor Projects ASSIST Outsourced Services

* Treasury Structures
 Liquidity & Risk

« Banking Services

« Treasury Technology

Fee Management
Employee Security Training
Compliance Services
Connectivity & Onboarding

@ RESEARCH Market Data INFORM Industry Insights

Survey Participation

Research Report Access
Industry & Peer Benchmarking
Critical Treasury Assessment

Technology Analyst Report
Webinars (CE Credits)
Podcasts & Videos

eBooks & White Papers

© Feenix SMS SecureTreasury’ ‘:1 y FinTech e TREASURY D CTM

= HOT UPDATE oo

SPEND MANAGEMENT SOLUTIONS PAYMENTS SECURITY TRAINING

Learn more or schedule an introduction today at
#GOSTRATEGIC
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PROVIDERS

BANKING, FINTECH AND INVESTMENT

We help providers engage treasury with smart marketing solutions.

ADVISE Maijor Projects ASSIST Outsourced Services

» Go-to-Market Advising

* Product Design & Roadmapping
« Messaging Optimization

* |nvestment Validation

Sales Optimization & Training
Marketing Team Support
Content Amplification

SME Speaker Bureau

@ RESEARCH Market Data INFORM Industry Insights

Treasury Insights (Data Services)
Tailored Market Research
Survey Program Sponsorship
Client Benchmark Reporting

Expert Content Creation
Platform Access & Distribution
Targeted Demand Generation
Custom Campaign Programming

Ne Treasury ¥ FinTech = TREASURY 4@ TREASURY
o Insights. o1 UPDATE soocsc: [ACTM ‘s

W’ COALITION

Learn more or schedule an introduction today at
#GOSTRATEGIC
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