WW - Supply Chain Financing Program

Tasks to be completed when creating an operating procedure (from creation to publication)

1. Enter the Title of the procedure: Description of the operating procedure - Region (APAC, EMEA, LAM, NAM) -
Country (Optional) - ERP (P11, PF1, WP1)
2. Add the following Labels:
* Region: apac, emea, lam, nam
e ERP: pfl, pil, wpl
e Domain & Process using the List of labels to be used in the space CCT
3. Fill all fields as described
4. Once the procedure is completed, publish it using the SBS-OtC approval workflow
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| - Description
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Supply Chain Financing Program iS also called Reverse Factoring Program

1-What is a Supply Chain Finance Program ?
PR g References

® Program to sell our Accounts Receivables, in order to have access to early liquidity
® Additional source of financing

Since 2015, Solvay takes advantage of Reverse Factoring Program thanks to :

Content by label
® low interest rate (Euribor for EUR and Libor for USD) on the market y

¢ and credit Coverage (Spread) There is no content with the specified
labels
2 - Who is offering this kind of Program ?

The Banks of our customers

Attachments
3 - What does it cost ?

® Discount interest for the period from the date of discount payment to maturity date of the

invoice. Discount rate = EURIBOR/LIBOR.
® Spread (bank fee based on the buyer’s credit standing) at 1 to 2%

4 - How does it work?


https://wiki.syensqo.com/display/ISAPPSUP/Labels
https://wiki.solvay.com/label/SBSOTC/apac
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https://wiki.syensqo.com/display/SBSOTC/List+of+labels+to+be+used+in+the+space+CCT
#
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4.1. Benefits for the supplier

Additional source of funding (« True Sale »)

Funding with no impact on Solvay’s credit envelope (Off-balance sheet funding)

Attractive financing rates. No additional costs, only discounting fee

Without recourse financing to suppliers

Cash Flow optimization through earlier receipt of receivables / improvement of liquidity planning
Positive effect on important figures (equity ratio, debt ratio, DSO, WC...)

Receivable portfolio: risk reduction, potential cost savings by replacement of credit insurance
Reporting tools included in the system

Flexibility to request discounting at any time during the life of the transaction.
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4.2 Benefits for the other parties

® Customer / Buyer : Payment Terms extension
® Customer’s Bank : Additional business / fees, based on non-risky companies
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4.3 Accounting impact
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Presentation

Il - Solvay’s position (corporate guidelines) with regard to SCFP

Such programs are set up if customer has a better credit standing than Solvay.

1 - Condition for GBU to initiate a new program :

® Reverse factoring is only permitted when the customer A/R are not eligible to the Group
Factoring programs

® Solvay must be able to collect the money on the current dedicated bank account managed by
Solvay Financial entity in the country (when applicable)

® The impact of a specific A/R factoring program or reverse factoring initiated by GBU should be
recorded in the GBU working capital

® |n case a business constraint leads to setting-up a reverse factoring program for a given
customer which was part of a Group Program, then GBU cash target will be adjusted to ensure
neutrality at group level

® [f there is a permanent extension of payment terms, there should be another benefit for Solvay
in counterpart. (e.g future increase of volumes, pricing..).

2 - Main disadvantages :

® SCF programs durably increase payment terms (while the conditions of discount with a bank are
not durably set)

® Entering a SCF program jeopardizes the potential of the BNPP program (internal financing), by
using our best quality receivables

® Assignment of receivables to Solvay SA should be cancelled, as receivables can't be sold twice

3 - Key conditions for Group Egibility :
Implementation of new SCFP should remain exceptional and respect a specific process:

® Threshold = 10 M€ (annual sales)
® Case should be submitted to Corporate Treasury (Validation of cost), GAR (IFRS), Legal
Corporate and BU Finance and legal for validation :

Current payment terms

Requested payment terms

Financial and contractual Proposal of the partner bank recommended by the customer
Impact on WC

Business prospect with the customer. Will this extension of payment terms

increase the size of the business that we have today?

O Business at stake, if any.

O O O O O

® |f accepted, contract negotiation between Solvay (including legal departement, IFRS) and the
customer’s Bank

® |Implementation and execution of the SCF program : to be defined by Credit Management,
Treasury or BU Finance


https://lh4.googleusercontent.com/nlkIEkVWXNlEw0Kj-_cdrfJTGOmRoP8mIBIETpe1Rl1lDjeTHlz_1Bs66oDPz-N4ujg4yPXw9XKhFoIhKC4HRAsEODQeT3_g8w4I3B1E4z4Owf6S9ivpwxjF9B5J4gVArKfLRfuUT1dvdfptgQ
https://lh4.googleusercontent.com/OqVMbx7krEh5WpPxGCkrmBblqpap4fGqSBiR-2lza2WgN3vsDCTWVCD5sJjSYOdmrveZnp6h94bb1Bh4AJWUr3j6FkrCad53qGm3hbGfIwc2LJcnbM9Le5xQf0nf3WwWR7BO_GNKInD1x8JBXw
https://lh5.googleusercontent.com/v8iM-zx8Kc34HNkUtADVBiRgJ7QHMW4ejwkm5QEO-wMHMmGU-pKNMshUGAPeZKaNpSz63vqQw6Ioe8cStYofoZsYg_y2KDJeTWcD_8V3ojlKJwfbYMn8vsKwqS1FZwAxalQQvPdMunl4pvHy3w
https://lh6.googleusercontent.com/TTQINTJCNU_AyB_HVl9gWeEZ5Se5H7f26T0-7r9db5AixAYXcNN80v2_pMUz_xTF2k7fzafGQT08QRMOO5OWkfC96JA88xpIt0S4JOPg27u6zpkmUvx9hiXp3ju_O2bUlANZxW3gr3L7atuFLg
https://drive.google.com/drive/folders/1sQl58MKGRfGDo28gDXfNiWxpD1Tf4BZW

lIl - Programm Implementation

1 - Who are the actors of the SCFP implementation?

The customer

The customer’s bank

Corporate Treasury

Credit management team

GAR (IFRS)

Legal (BU + Corporate)

BU Financial Director

BU Market Director or Sales manager

2 - What are the roles and responsibilities of the different actors?

2.1 - Credit Management :

is the coordinator of the SCFP feasibility :

Sends the approval request template to Corporate Treasury with figures & impacts
Involves all BU within the perimeter of SCFP

Makes sure that the key conditions of SCFP implementation are met

Coordinates the actions till the best option is chosen

Defines a follow-up agenda

Fills in the necessary documents for banks and BU (for ex : onboarding)

The Credit Manager responsible for the SCFP implementation is the one in charge of the BU that has the
largest turnover with the customer.

2.2 - Corporate Treasury

Coordinates the ‘technical’ aspects :

Liaises with IFRS, reviews and confirms with IFRS the off-balance sheet treatment of this
factoring

Liaises with Legal, reviews the contract with Legal

Recommends best option

Secures this external financial source for the BU

Negotiate with banks

Reviews the pricing with BU and CM

Reviews the contract with Tax

2.3 - Business unit

Sales Manager : generally receives the original request from customer
Sales Manager + Finance Director : make the decision
General Manager or Finance Director : validates the set up

3 - What are the different steps of the implementation ?

Implementation is a long process involving different stakeholders & different steps of validation.

The request to implement a SCFP usually comes from the customer. But it can also be a
solution suggested by CM to reduce credit exposure on a customer

CM checks if the key conditions are met (turnover and BNPP cession)

CM identifies the BU coordinator who will be in charge of the coordination (the one having the
biggest turnover with the customer)

CM organizes a first call with the Bank and Corporate Treasury to collect SCFP conditions
offered by the supplier's bank (automatic or manual, rates, perimeter coverage, payment terms)

CM defines the concerned perimeter (BU, country, invoicing zone)

CM collects all the necessary info (Sales + SCFP conditions) :
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PRS number of customer

PRS customer

Customer country

List of involved GBUs and legal entities
Payment terms granted by each GBU

Annual Sales per GBU

Any specific information on ongoing contracts


https://lh6.googleusercontent.com/qSpdUyR9MupPr7ERffmF3_9WdoJQTBJGpsrrBVwshuuyC4dyQADzTrGHd6ob5eJiA8gOiWnvU00Gw2tz_J_--aFhUCcy_o6O43xnQAytsVw7fQXmDK_KAu7MbsgpPJ0m_2K9euxrA3FSyGIpUw

to measure the cash and financial cost (AR, DSO, Financial cost) :

Financial Impact (examples)

CM organizes a global call including different BUs (sales manager, BU or Market Director and
Financial Director, BU legal ?) and Corporate Treasury to get their validation

CM communicates the financial impact to BU to get their approval on suggested options &
defines the next steps.

Financial impact communication example

Chosen option (meeting BU needs with best market conditions: payment terms, pricing,
execution) is submited to Corporate Treasury for validation through SCFP template :

SCFP Template

Once Corporate Treasury approves the principle of common choice, necessary internal reviews
will be necessary up to implementation :

Legal and Tax review of the contract/program

Treasury to review the pricing with BU and CM

IFRS to review and confirm the off-balance sheet treatment of this factoring

BU and CM to be kept in the loop as well to follow up the contract
implementation and the bank on boarding until finalization

Such steps can take more than 6 months time before implementation.

CM informs OTC Service Center Manager, Collection Manager and AR Manager about new
coming SCFP.

When contract and bank on boarding are available, CM coordinator (or legal BU representative)
makes sure that contract is signed by duly authorized BU representative

Enterprise Management Bodies
Communication of go-live to OTC Service Center Manager, Collection Manager and AR
Manager.

Corporate Treasury organizes bank training for AR.

Contract and on boarding documents stored by Treasury and BU Legal but also centralized in
CM google file

Contracts & Onboarding

CM coordinator needs to update on a quarterly basis all changes or necessary information in
the CM shared google file :

Reverse Factoring Follow up

As part of this SCFP structuration, create a CM shared google file and gather copies of current
contract

Contracts & Onboarding

Shared google file access given to Treasury, BU Finance Director, OTC Service Center
Manager, Collection Manager and AR Manager and CM Team

Reverse Factoring

IV - SCFP Execution

Receivables are in Solvay SA (PI1) => not visible anymore in the local systems (WP1, PF1)
Receivables are assigned to PI1 (since 10/11/17) and easily recognizable via the F7 document
type

Standard Collection process in case of manual discounting

Cash Collector coordinator has to check if invoices are correctly processed in the bank web-
portal

Early payments: should be approved by the GBU and executed by the cash collector

coordinator or the credit manager : for Manual option, Cash Collector Coordinator

communicates to CM the list of invoices available for discount :

Quaterly Selection per BU
CM coordinator communicates amount to BU Finance.

RF Discount example


https://drive.google.com/drive/folders/1BCXnAe7Lm7pI2YlAMQmpftFKphOqhoFk
https://drive.google.com/file/d/10gfOv887L4BALXK0_BU25ZzaQ3xLXCB2/view
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http://pf1sapr3.ibm.be.solvay.com:8040/sap/bc/webrfc?sap-client=050&sap-language=En&_FUNCTION=WWW_GET_SELSCREEN&_REPORT=ZZRENTL1&_TEMPLATE_SET=ZZR2_E
https://drive.google.com/drive/folders/12Dh9zQu9c6EsLpKOH3YCUE_CSYDTHcRL
https://drive.google.com/open?id=1fnWV0pY7kKQ_sT2qEOVY9GSKJnmmNXr6iuq32aUST5w
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https://drive.google.com/file/d/1nbZpBX2mAo8ZgEhcklbZule-v0zJfqxGt7jaNIdNaks/view

Cash Collector coordinator receives automatic remittance advices when invoices are paid and
make sure with AR of correct booking
CM filled up amount factored each quater after closure :

Reverse Factoring Follow up

CM regularly checks the rate evolution and if program is still relevant
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