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| Purchase-to-Pay as “Efficiency Driver” of the Source-to-Pay Process
Optimization Topics within Source-to-Contract and Purchase-to-Pay Process
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Cost management starts with effective sourcing
execution, which is best facilitated by clear
spend visibility and source-to-contract tools
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Costs of the process as well as for Working Capital are driven by
various efficiency and stock levers of the PtP process

Levers

Automation
Process
Steps

Change
Process
Contents

Digital-
ization
Interfaces

Adjustment
Master

Data
Increase

Transpar-
ency

Complexity
Reduction
Potentials

Process
Optimi-
zation

System
Usage
Optimizat.




| With the right measures, significant WOC and efficiency potentials can be realized
Extract of typical H&C project results
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Increase in process efficiency Reduction of the working capital Increase in process quality

—~————

®

FTE reduction in disposition and 40% Increase of the Days Payables 85% Reduction of manual changes of the
stock accounting p Qutstanding (DPO) ° purchase order

of the purchase orders are Reduction of stocks with simultaneous 90% Reduction of stock-outs for critical
created via auto disposition °

increase in availability materials

Filling level of mandatory fields for

automatically master data and parametrization

of the invoices are processed via Of the cash discounts are taken
0, 0,
automated invoice checking @

With the H&C approach for Purchase-to-Pay-Optimization, high P&L effects can be achieved
—in the short run as well as permanently through sustainable implementation



| Purchase-to-Pay-Optimization with Process Analytics

A The H&C Process Analytics Approach for Purchase-to-Pay

B Selected Project Examples of PtP Optimizations

C The H&C experience and contacts




We create data-driven transparency — End-to-End over the whole value chain
As an "X-ray machine" H&C Process Analytics quickly identifies cost drivers along the entire process chain
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| Process Analytics is based on data from Operational Systems — Not on Opinions
Core Idea

Data Extraction & Preparation Visualization Detailed Analysis
ERP System [e.g., SAP R/3, S/4] Create & Send Purchase Order
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| Process Analytics empowers mastery of entire Process Complexity
Process Analytics highlights the drivers of complexity and reveals how to optimize the current situation
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| Optimization through combination of process, financial & inventory data

Overview of the H&C approach

=
o] Financial Data Process Analysis & Inventory Analysis

“ Payment terms
" Payment behavior

= Quantitative simulations

At single invoice level

Accounts Payable - Payment Terms

Transparency over processes and behaviour
Detection of bottlenecks and lost time

Across all processes, e.g. PtP, OtC, ...

At purchasing/sales document level

= ABC/XYZ classification
" Stock range and dead stock analyses
|

Automatic identification of weaknesses
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| Purchase-to-Pay-Processes have many levers for improvement
Exemplary areas where H&C process analytics provides the facts and figures to improve efficiencies

Purchase requisitions do not ~ Manual approval Orders are Manual or only semi-automatic recording Manual and/or late Early or double
correspond to actual needs with long lead times created manually and processing of order confirmations goods receipt posting payment of invoices

Source to Contract urchase to Pay

o o

Create Release Create Send Receive Receive . .
. Goods Quality Invoice Clear
Purchase Purchase Purchase Purchase Order Delivery Receipt Control Receiot Invoice
Requisition Requisition Order Order Confirmation Note P ontro P

¢ ?

5
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Manual creation of  Insufficient transparency regarding Manual order Missing delivery noti- Unnecessary checks with ~ Manual posting of incoming invoices and high
purchase requisitions delivery schedule call-offs dispatch via email fication by suppliers long throughput times  invoice verification costs due to discrepancies

‘ Frequent manual adjustments in the order process {

——— Lack of reliability of suppliers (Order confirmation, delivery note, OTIF, ...) 4{

‘ Unnecessary buffer times slow down the process flow {

‘ Poor master data and parametrization cause manual interventions {

‘ Missing KPIs along the entire end-to-end process chain {



| Purchase-to-Pay-Optimization with Process Analytics

A The H&C Process Analytics Approach for Purchase-to-Pay

B Selected Project Examples of PtP Optimizations

C The H&C experience and contacts




Project Example: Identification of automation potentials reduced process costs
Development of a comprehensive automation program for PtP through process analytics

Uber 17.700 Auftragsbestatigungen manuell gepflegt

Hoher manueller Aufwand bei der Erfassung und Kontrolle der Auftragsbestdtigungen (ABs)

Prozess Wareneingang erzeugt hohen manuellen Aufwand

Der aktuelle Prozess der Wareneingangsbuchung hohe Effizienzpotentiale fir Logistik und Finanzbuchhaltung

Rechnungseingang verbessert, aber vollstandig manuell

Eingangs-Rechnungserfassung und -prifung ist aufgrund komplizierter manueller Tdtigkeiten sehr langsam

MATCHING-PROBLEME IN DER FIBU

Firma @100 ®60(

Ll

seard 2.700 Matching-Probleme bei 1.900 Eingangsrechnungen

Startschwierigkeiten fihren zu sehr hohen ,Chaos“-Kosten im gesamten Einkaufsprozess

ERKENNTNISSE

* Zuordnung zwischen Eingangsrechnungen und Belegen

der Warenwirtschaft erfolgt in der FiBu manuell

* Zuordnung ist kompliziert und erfordert vielfache

Nachfragen in Einkauf, Logistik und Vertrieb

* Ursachen:

* Stammdatenprobleme in der Dispo

Abwicklung des Streckengeschaftes (100% der 993
Positionen missen manuell angepasst werden)
Uberlastung der Logistik

Stammdatenpflege in der Disposition

Etablierung eines effizienten Prozesses fiir Strecke
Automatisierte Zuordnung der einzelnen Positionen
Einfuhrung eines Controllings zur Analyse von
Abweichungen

Der extrem hohe nachtragliche Aufwand kann durch eine Stammdatenpflege und eine Automatisierung des
Rechnungsprozesse deutlich reduziert werden (mindestens 0,5 FTE in der FiBu)

Customer Example

I

Customer Example for automation
measures in the PtP-Process based
on process analytics results

=  Comprehensive program with
over 42 measures to increase
automation throughout the
whole process

= Detailed measure fact sheet with
findings during process analysis
and evaluation of potential

Reduction of FTEs over the whole
35% | P2P process by releasing
automation potentials

Set up of a automation program on a large scale for the PtP-Process supported by the findings from process
analytics project had a significant impact on process costs

HORN 9 COMPANY
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Project Example: ERP systems are often poorly configured

Selection of typical ERP parameters that have to be adjusted

Example: Plant data for material — SAP Master data (MARC)

MINBE

EISBE

BSTMI

BSTRF

BESKZ

PLIFZ

WEBAZ

Reorder point

Safety stock

Minimum lot size

Value for purch. order
quantity

Procurement type
Planned delivery time

Goods receipt
processing time

Too high or too low. Insufficient consideration of delivery times and fluctuations

Safety stock is often not used (but in the reorder point). Set too high. Inaccurate
demand forecasts.

Minimum lot size too high. Lack of adaptation to changes by suppliers

Too low / too high. Insufficient consideration of product packaging

Incorrect classification results in a wrong purchase behavior

Under or over estimation of the actual delivery time. Lack of consideration of
delivery time variations

Under or over estimation of the actual processing time. Insufficient flexibility in
the event of fluctuations

Customer Examples for poor master
data and ERP parametrization

No tools available for correct
configuration and maintenance
of the parameters

Low transparency regarding
order, consumption and stock
history

No combined inventory and
process view to adjust
parameters

Reduction of stock levels and
increase of auto disposition

45%

Operational dispatchers are often not supported by the system or even work against the system, which leads to
a lack of transparency and suboptimal ordering processes. Solution via process analytics is possible

HORN 9 COMPANY
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Project Example: Adjustment of disposition parameters for increasing automation
Structured comparison between system parameters and lead times from process analytics

Material Class Cluster

Inventory Date / Range

Cus
Company Dispo Stock on 20. to m e r Exa m p , e'
[ 01.07.2022 EI_ 17.05.2023 Ij| [Ana v Mehrf.... } Alle N ‘ Alle \ ‘ Alle v

Daily updated stock levels over the

last few months with the minimal
I B Tsd Material Plan. GR proc.  Min. lot # Avg. lead Std. lead Min. lot Min_ lot size I
number del. time time size POs time (from time (from size (from  (production) k | | f dff H H d
(PLFZ) (WEBAZ) (BSTMI) POs | POR) POs) stock level Tor different time periods
Nﬁ“\’jﬂ-\ 0000000... 92 18 0 29 130 0,18 500
0000000, 8 2 0 15 21 0,18 52 . .
g H‘“J—qu T Calculation of various KPIs such as
E 0000000 1o 1 300 8 14 0,38 300
ot 0000000 35 35 0 2 81 1,03 60 H H H
H s0oo0co.. o 1 0 ’ ' B delivery times or minimum order
B 51eq 0000000. 77 40 0 4 72 0,07 30 L . . .
o 0000000, 54 13 0 6 29 021 307 1 f h I h
d ; : 3 0 ; quantities from nhistorical purchasing
0000000 77 32 80 5 100 0,78 60 .
T2 o documents through proc. analytics
0 Ted 0000000 77 40 0 5 70 0,00 20 20
Sep 2022 Nov 2022 Jan 2023 Mrz 2023 Mai 202: 0000000, 1 2 [} 1
Gesam T — E— i Current system parameters from live
Material number ~ Current  Plan GRproc. Std.  Avg. sid Safety Safety SafetyS  Out- Meldebe Consum. PLIFZ+ PLIFZ+  SafetyS 50% SafetyS SSdemand 1+1 | 1
ss del. tima time ead C::msu-r\pnsn Consumption Stock Stock demand of- stand per day WEBAZ WEBAZx D+5+MB Dispo + D+S+M  + supplier SyStem and addltlona SuggeStlons
(EISBE) (PLIFZ) (WEBAZ) time  (monthly) {monthly) Demand  Supp. +supplier Stock (MINBE) Consumpt Sales B+50% ad. demand . .
R S WS T T B S S—TTC R R— — T for adjustments based on different
2.450 148 1 0,20 2487 1276 468 194 662 No 2.450 817 148 1.217 1.880 32 1812 657
500 35 38 015 1314 157.8 281 48 329 No 0 3,77 70 264 593 0 593 232 H 1 i d
o 35 36 1.03 85 102 18 7 25 No 0 021 70 15 40 0 40 25 Optlmlzatlon mo els
1.350 110 1 0,38 105,7 50,9 161 106 267 No i) 447 11 496 764 213 77 267
0 1 2 Yes o 0,00 3 0 0 1 1
o a 1 3.0 34 5 6 11 No o 0,08 1 o 1 0 11 1]
o 25 9 0,25 05 13 4 0 2 No 0 0,03 43 1 5 0 5 3
510 1z 1 007 176 127 4 Q 41 No 510 0,50 n3 57 28 207 305 40
120 7 32 0,78 22,0 171 45 17 62 No i) 0,70 09 76 138 43 181 62
2 2 1 0,03 37 27 1 ] 1 No o 0.07 3 o 1 0 1 o
o a 1 174 17,7 20 1 33 No o 0.50 1 1 = 0 34 13 H 2 H H H
— 2 : o G o —E — 5 e o, | Reduction of FTEs within disposition
Gesamt m 40 14 0,26 344 26,2 1.492 22 79 3.748 2781 54 90 4.692 790 5.482 1.810 ] 25/0 o . . oy .
: - by utilizing auto-disposition

A higher degree of automation in the Purchase-to-Pay process can be achieved by adjusting the system
parameters based on the results form process analytics
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| Project Example: Stock optimization by high transparency on material level
Real-time Dashboards with drill-downs through aggregation levels create high transparency on daily stock levels

T ——m
Custo
___r_nil:iample/ @ Aggregated view on stock volume in
o different reach classes by material
classes. Additional overview of the
development of the daily stock levels
over time by different entities.

Blei EUR LD

T K () Detailed view of daily stock level

development over time on material
40 Mio EKKO_EBELN E;:OP EINDT EKPO MENGE gg?g{ gFEFRE' %1zu1 BANF EBAN_MENGE ,
3 — ber | | idi
e e number level. Providing KPIs e.g.
30 Mio. 4501056445 00020  12.11,2030 T.00 700 0,00 00% . . .
VERF 2 4501034981 00060  29.10.2030 18,00 18,00 0,00 00% f h |
g R TSP L 1) variance of consumption in the last
v.-=| 20 Mio 4500994436 00020 16.04 2030 5,00 0,00 0,00 00% . ..
o § 4500031650 00010 20.03.2030 100 000 000 00% hs f d d f
3 e S N — 12 months for deep dives on specific
D 10 M 4501163880 00050  01,04.2027 100 100 6601800 00% . . . .
Pl A e P o material numbers. This view is
Reichweitenklassen @ o 4501116689 00090 01.01.2027 130,00 130,00 1081340 00%
4501116689 00140  01.01.2027 1200 1200 43200 00% I d b h d
I T — complemented by the open orders
@Bestanan » Gesamt 503.691.186,04 94.135... 776.521.... 274% 25596145565 "
R T T e et i et T T e oo RV W Ko T oy for the materials.
AN inkl. Blel EUR  inkl. Bied Inki. Blel (EUR) bestand AN  (STK) 12 Monate o z
Lo (EUR) STKLD (tgl)
0041 4101 000000006 111000044 m 253451630 84364434 B876.257 41 31.045,00 10 656 86 221 0,00 1.549.08 1,690 00% 2 PD
0020 2500 000000007010000030 a1 1,635.405,00 601,503,804 56070890  750.530,00 276,657 87 110627 0,00 30120 387 7% 2 PO
0002 0502 0000000044 13032225 038 740,997 56 22444932 105.131,28 5.204,00 1.671,06 32,48 B25.772.06 166,39 1,03 00% 2 PD
0030 0008 000000007010000015 001 71374403 32061710 2093116 614,952,00 28153202 ~14.636,19 5,647 563,60 25 026 00% y ND
0041 4101 000000006111000048 301 667 812,00 32524857 300.890.08 30.300,00 14.789 92 15844 0,00 191,24 258 00% z PO
0030 0008  0O0OO0007010000002 001 66523098 439.077,00 2387632 42050700 20510796 1382275  7.086.746,79 14 024 0,0% ND d H f kI I
O L B T YN S o Reduction of stock levels and
0041 4101 000000006 111000047 150 581.677,88 27746201 234.220,00 8.462,00 404535 2407 367 868,16 /162 O™ 00% z PD 40/0 . . . .
R A X ] simultaneous increase of availability
0010 0500 000000002160852475 500 423,080,006 208.139,5%6 171.926,20 4.382,00 217919 36,33 44051880 12145 0,50 % y Vi
0001 0001 000000007010000010 101 419.436,90 629.810,82 28617147 19664178 302.704,50 994347 202163785 1806 026 07% y PO
o 56.057.597,60 55.015.272,08 19405.175,55 3267164 157948 80276780 77652193670 44046 1,80 200% -
;

High transparency on daily stock levels and open purchase orders combined
with powerful KPIs enable sustainable reduction of stock levels



| Project Example: Working Capital reduction through PtP optimization

Additional transparency over payments on invoice level show levers for Working Capital optimization

Customer Example”

Payments and due date (before optimization) Payments and due date (after optimization)

0,8 Mio.
Paid before E Paid after due 0,6 Mio, Paid before E ° |n the Inltlal situation the payment
due date . date due date N
: : run was done much too early due to
: organizational issues and a lack of
transparency about payment terms

* Changing this to rule-based,
automated payment runs leads to a
high reduction of working capital.
.|II_._ Reduction of early payments by
5 10

[s)
75% adjusting the payment process

0,6 Mio.
0,5 Mio.

0,4 Mio.

Volumen

0,4 Mio,

'
.
'
0.3 Mio.
'
'
'
.
'
0,2 Mio.
‘ N II||
mm__ N III..III_.- 0,0 Mio. —— _I
-10 -5 0 5 10 -10 -5 0

Due date

Volumen

0,2 Mio.

0,0 Mio. ———

Due date

The process analytics results can be used directly to prevent discount periods from expiring, payment deadlines
can be increased, and transparency about payment terms can be used for supplier negotiations



Incorporation of Process KPIs into a modern near-time dashboard solution
Customer example: Purchase-to-Pay-Process KPI dashboards with multiple views on different levels

Automatisierung - Detailliste

01.01.2018

31.01.2018

Alle v Alle

Customer Example

u

v Alle v Alle ™ Extern  Intern Lz sK SK+LZ 01 03 06 07 08 09 20

DISPO

Material

Materialbezeichnung

Bestellpositionen Automatisierung EBELN

Werk DISP Lieferant DISMM BSART Bestellpos. Automatisiert

905
905
920
905
920
912

0537550018
0537544220
0321225900
0334014190
0318235840
0509146321

STUETZE_AC -uV 205X270..

STUETZET2STE-_V 268X25...

KAPSEL ECOP3 135X2 INN.

6KT.SCHRAUBE M24X240/...

GRUNDPLATTE= R H. 120

BREMSB.GRP_S7 4218 T09...

2033
1098
919

0047334700 | 01 117 0000100003 ND NB
0047343814 |01 117 0000100003 ND NB
0047355306 | 03 313 ND us
0047355310 |01 117 0000100003 ND NB
0047356182 | 01 117 0000100003 ND NB
0047357332 | 01 117 0000100003 ND NB

851 96,5 %
792 888 %

Moo= m -

905

9!

910
905
905
920
906
641
910
906
830
304
905

307
143
910
135
Gesar

01.01.2018

31.01.2019 Alle 0

v Alle v Alle ™ Extern  Intern 4 SK SK+LZ 01 03 06 07 08 09 20

11 Tsd.

Anzahl Material

General Information

659.9 Mio.

Umsatz

130,0 Tsd.

Anzahl Wareneingange

297

Anzahl Lieferant

Automatisierung

First-Time-Right Digitale Kommunikation

Autom. Bestellanlage aktuell

ARY

Elektronische Bestellungen

98,8 %

Autom. Bestellanlage P1

93,5 %

Automatisches Lieferavis

272 %

Anderungen stat. Lieferdatum

94,6 %

avg: 95.7 %

Manuelles Lieferavis

Auto-Bestellfreigabe Umlagerung

722 %

Anteil Fremdénderungen

11,7 %

HORN 9 COMPANY

Customer Example for a Process
Dashboard with views on different
levels

Comprehensive Top Mngt. view
for highly aggregated KPIs in
different parts of the Process

Detailed view on manual efforts
per organizational department/
on employee level for each
process step

| 16



| Realizing potential from a variety of implementable individual measures

Project example Measures Settlement processes

Fields of action are addressed through a broad portfolio of measures

Overview

ADJUSTMENT DIGITALIZATION CHANGE AUTOMATION

MASTER DATA INTERFACES PROCESS CONTENTS PROCESS STEPS

= Many implementable and

Optimization of local stocks
Consolidation order quantities
Adaptation of disposition methods
Expansion of product group planning
Censolidation of customer orders
Cross-plant material

Adaptation of disposition strategy

Automatic booking of WEs
Automation of order approvals H H
Recording order confirmations Ofte n d I reCt Iy eﬂ:e Ct ve
Automated creation of loading lists . ..
Automation Order Full Truckloads N d VI d ua I measures
Order change in case of order changes
Automatic conversions BANFs

Update purchase prices materials Introduction of Web EDI for suppliers
Update of payment conditions in ERP Establishment of EDI order confirmations
Adjustment min. and max. stocks = Connection to EDI invoices

Adjustment of stored rounding factors Optimization of interfaces webshop to ERP
Adjustment shipping plants Expansion of EDI connection customers
Adjustment of replenishment times Expansion of use of shipping notifications
Introduction factory info records Expansion EDI order transmission

= Parameter adjustments shipping schedules = Establishment of EDI controlling = Reduction of unnecessary stock transfer = Automatic ordering according to quotas > L] Ove ra | I effect Of th e
= Update planned delivery times customers = Introduction online configurators = Optimization of ordering rules for subsidiaries = Automatic invoice generation
= Reduction of incoming goods processing time = Expansion of email invoicin = Extension of supplier evaluation = Creation of delivery note on the dispatch date

B goocs procescing ; ¢ o iy ’ measures leads to

Partial automation of material master system

Adjustment of signature regulation

Care shipping days

Adjustment delivery date maintenance

sustainable and relevant

COMPLEXITY TRANSPARENCY Profit & Loss effect

PROCESS SYSTEM USAGE

OPTIMIZATION OPTIMIZATION REDUCTION INCREASE

Update discount process Automatic assignment of shipping plant Building dashboards operational process KPls
Adjustment of price maintenance process for = Automatic route assignment

special articles Reduction of EDI delivery blocks
Elimination of bottlenacks in invoicing Optimization of article search offer process
Prevent orders without BANF Introduction material availability check

Systemic support planning process Introduction of automatic production stops

Consolidation of unnecessary product variants
Reduction of the supplier portfolio Price controlling product changes

Reduction of processing variants Procurement Establishment of customer profitability
Unification of disposition procedures controlling

Unification of payment terms for customers Set up incoming invoice controlling
Simplification of payment terms for suppliers Introduction of outgoing invoice monitoring
Standardization of the returns process Systemic tracking of quota arrangements Reduction of individual customer processes Establishment of delivery reliability reporting
Relocation of packaging process steps Use of systemic forecasting functions Standardization of return rules Dashboard finished goads for collection
Acceleration of goods receipt posting . L = Development of discount controlling
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Horn & Company: Experienced, pragmatic and high implementation competence

Company profile

Positioning

Focus

Industries

Clients

Consultants

Differentiation

Growth

Awards

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 -> Addition of extensive SSC and operations experience

PART OF
HORN & COMPANY

Hidden Hidden Hidden Hidden

Champion Charnpion Charnpion Charnpion 1 Hom & Company
2 McKinsey & Company 403
3 Boston Consulting Group 394
4 Bain & Company 388
|f—§| —I =1 | | s - | 5 Oliver Wyman 383

HORN 9 COMPANY Project CAPS — Consistent Accounting Processes — Project Offer
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| Your Contacts for Data-driven Purchase-to-Pay Optimization at H&C
Overview and Contact Information

Experience

Areas of Focus

Dr. Philipp Herrmann

Partner

= Founder of H&C Process Analytics
= Dipl.-Kfm., Dr. Business Informatics

= 15+ Years of Process Optimization Experience

= Process Analytics

= Working Capital Optimization

= Process Digitalization

Dr. Matthias Georg Will

Principal

= Head of CC Process Analytics
= M. Sc. Economics, Dr. habil. Management

= 10+ Years of ERP, Bl and Process Opt. Experience

= Process Analytics
= Purchase-to-Pay and Inventories

= S/4HANA Transformation


mailto:philipp.herrmann@horn-company.de
mailto:matthias.will@horn-company.de
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