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Trends in working capital
management

Working Capital Report 2019 / 2020: Creating value through working
capital

Net working capital and working capital days DSO0, DIO and DPO trend

511 25

B Highlights:

+  After 4 years working capital
is finally improving

. Payables days have been
unsustainable

. Receivables and inventory
are still major sources of
improvement opportunity

2014 2015 200 20M7 2018
days totsl €x m Days change yaar on year —Ds0 Do —DPO

2014 2ms
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It is time to focus on working capital management

GLOBAL VEKSTBREMS

Brexit-usikkerhet skaper uro for =

e ! OECD spar svakeste globale vekst
ot 0. S s e 121 siden finanskrisen

st(’rb-a“ker-advarer . glqbal :som Norges Bank hevet renten for fjerde gang pa ett ar, melder OECD om
;g:tessé:tnel:‘"s handelskrlgen “at den globale skonomiens vekst vil vaere pa sitt verste siden finanskrisen.

Storbank mener investorer ikke skjenner alvoret i den pagaende
handelskrigen mellom USA og Kina. Morgan Stanley har startet
nedtelling til en global resesjon hvis USA og Kina ikke blir enige.

Norway Corporate Debt to GDP v. USA
Nenfinancial corporate debt as % of GDP

9-0453 Oppdatert: 4 mineder siden

ktei

@

R = = = I e = = R B = O s B s B B

[ = = = T = = = = o 2 00 0 ddddd o o oo

oM MmO 0000000000000 o000 o

B e = > T A T T = B B B B~ B o BB B~ B Y B B S B Y A1
WOLFSTREET.com

Source of data: BIS
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@ Creating Insights
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@ Creating Insights

|
From Excel to specific software

Bl-tools

e Qlik @
+ableou

T2 | W)

N& Powrer BI

ERP
modules

G) Cashforce

Specific
software

=N

SERRALA

Considerations:

* Level of required
knowledge

* Flexibility versus
standardization

« Costs




@ Creating Insights

|
From descriptive to dynamic, predictive analytics

o Descriptive 9 Dynamic, Predictive

e e . . Creating predictive insights to
O’ﬁﬁ’ﬁ Creating insights to improve impr(g) 5 - cap% tal
o working capital performance

performance
.

Static analytics |:> [ ) Dynamic analytics
T\L ~

Example questions:
. Which customers will likely pay their next

Example questions:
. How many different payment terms do we

have? |:> invoice too late?
+  How many days does it take to process an *  What is the cash impact of changing to a
invoice? weekly payment run?

. Cash impact changing payment terms?

*  How many slow-moving SKUs do we have?

PwC - 9



@ Creating Insights

But it all starts with (correct) masterdata...

Building your data foundation

o— Define your master data need from a
working capital perspective

What kind of working capital
perspectives would we like to see? Eg
trade vs. non-trade suppliers, customer
segmentation etc.

Mandatory data fields when
registering a new SKU, a new
customer, a new supplier?

Q Implement processes that ensure
- o— registration of correct master data

We have negotiated better payment
terms with our suppliers.....but we
forgot to update our ERP-masterdata...

PwC - 10






@ Improving Processes

More and more working capital processes can be supported by

software

Company A

El
ﬂ@l o Pd ®LR o A O

Customers

2
e

Purchase-to-Pay Forecast-to-Fulfil Order-to-Cash

e AP automation

¢ Replenishment software e Bank reconcilitation

e Contract software e Collection software
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@ Improving Processes

|
Illustrative example: Debt collection goes high tech

Differentiated B2C collection strategies
) : -. @ @| @9 == o
Big data analytics Customer segmentation L Q <
N . Age .
XY m » Geography @} ............... D
) r 1 « Payment behavior | [ " e
. o B - [=

Wi — | . . . .
. Size Differentiated B2B collection strategies

Payment behavior
 Etc . o
B2B O Pro-active calls

""" * Automated payment
........... reminders

* Automated late
payment fees

111
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@ Utilizing Financial Products
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@ Utilizing Financial Products

|
Various financial products that can help to optimize working

capital management

Main developments

Increasing number of providers of
both supply chain financing and
factoring

Accounts

. Various forms of factorin
Receivable <

Factoring is less and less

Supply Chain Financing associated with «companies in
trouble»

Accounts Dynamic Discounting Limited use of dynamic discounting
Payable and virtual purchase cards

(Virtual) Purchase Cards




@ Utilizing Financial Products

Illustrative example: Dynamic Discounting

Discount rate

Traditional Discounts
1.5% 10 days, net 30

2.0%

1.5% discount

1.5%

1.0%

0.5%

Traditional discounts
i

1

10 20 30

Number of days for payment

40

Discountrate

Dynamic Discounts
Dynamic Net 30

2.0%

1.5%

1.0%

0.5%

10 20 30 40

Number of days for payment
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How can we help?

+ identify and realise cash and cost benefits across the end-to-end value chain ch

+ optimise operational processes that underpin the working capital cycle

11

+ implement digital working capital solutions and data analytics
» achieve rapid cash conservation in crisis situations

+ create a'cash culture' and upskill the organisation through our working capital
academy

Contact

Robert Dijkstra Our Working Capital improvement approach

Director | PwC Deals

T: +47 45 97 92 96

E: robert.dijkstra@pwc.com

Diagnostic Design Implementation



