American Shipper

ama s INTERNATIONAL TRADE & LOGISTICS
‘..'

Best Practices in Freight Payment:
Create Savings, Efficiency and

Visibility

May 15, 2012

Sponsored By: m

£2 menuaistics E3 intactix Arthur




American Shipper

||
-’

Agenda

— Today’s Speakers
— Research Findings

— Trends and Challenges
of Today’s Market

— Best Practices
- Q&A




American Shippe

A4

Today’s Speakers

James Blaeser
Publisher
American Shipper

Richard Langer
Managing Partner
Quetica

Fab Brasca
Vice President
JDA Software




American Shipper

[ | [ [ ]
A [ 1]
. -.'

Study Background
x  Nearly 300 participants including retail,

/‘ W manufacturing, etc.
PA I o ,VO ICE Surveyed January—February 2012.
) 5 * Report published March 2012.

‘ « Topics covered include:
— The state of the freight payment process

— Timeframe to pay

— Cost of processing an invoice

— Auditing practices and effectiveness
— Technology

www.AmericanShipper.com/payment2012
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Multimodal Shippers
Truckload 93%
LTL 89%
Airfreight 89%
FCL Ocean 84%
Parcel/package Other 83%

LCL Ocean 75%

Rail/intermodal 63%

Ocean transport (other,

0
non-containerized) 48%

40 60 80 100
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Domestic Payment Process

100%
. Outsourced
80% . Electronic/
Automated
" Manual
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International Payment Process

100% . Outsourced
N . Electronic/
80% Automated
. Manual
60%
40%
20%

0%
Invoice Receipt Validation Dispute Resolution Approval Payment Audit

_e likely to be managed manually.
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Cost of Processing and Paying Invoices

Domestic International

In-house Manual $14.17 $15.26

ost of labor, technology, service providers, and
able costs. .
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Means of Payment : 2010-2012

80%

69%

70% I~ 4%
60%

50%

46%

40%
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10%

0%
Checks ACH Checks ACH
Dollars Transactions

_e to adopt electronic means of payment. .
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Average Timeframe to Pay

59%  58%

60% [~

. Retailers

50% W Manufacturing

3PL
40%
30% |

20%

6%
| 0% 0% 0% | 0% 0% 0% |

10%

0%
Less than 15-0 days 30-45days 45-60days  60-90 days More than
15 days 90 days
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Auditing Practices: 2010-2012

59%

60%

. 2010
. 2011
. 2012

50%

40%

30%

20%

10%

0%

Prior to payment Post payment Both None

ent audits roughly 8o percent of invoices.
ts audit every invoice at some point.
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Current Freight Pay Process

35%
35% 33%

30%
30% |~

24%

25% [~

20% |- 18% 18% 18% 189 19%

13%

15% |~

10% 10%

10% [~ 8%

» 5% 5%
? 29 2%

0%
None of these Outsourced  Application A mix or Outsourced Manual
to 3PLs Based (including hybrid of to another
TMS or ERP-  all of these service provider
based)

12




American Shipper

||
-’

Plans to Buy/Replace/Upgrade—Co Size

80%

70%

60%

50%

40%

30%

20%

10%

0%

B Large Companies

1%

I Small & Medium
Companies

No plans to Budgeted within Budgeted withinthe ~ On our company’s
buy or replace the next 12 months  next 12-24 months 5-year plan
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Drivers and Inhibitors

Top Drivers Top Inhibitors \«
« Operational  Current
efficiency/savings. system/process meets
« Visibility to data/costs. needs.
e Cash flow benefits. * Recently made
significant
Investments in
systems.

« Organizational
resistance to change.

14
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50% —

2011

44% .
40% W 2012
30%
20%
10%
0% 0%
0% | |
Application Based A mixor  Outsourced to None of Outsourced Manual
(includes hybrid of all another service these to 3PLs
TMS or ERP) of these provider

_g more promising for systems vendors. -
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Key Findings

» Freight payment remains a mess
but there are signs that things are
Improving... slowly.

N

« Cost estimates show significant
savings opportunities presented b iy . -
outsourced providers and
technology.

» Large shippers stand to benefit
more from streamlining the freight
pay process.

16
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Trends—Providers

Lengthy implementations limits the frequency of change in
TMS or freight pay vendors—limited strategic sourcing
knowledge for objectively evaluating new TMS and freight
payment vendors.

BPO — Business Process Outsourcers

3PL/ Brokerage/Freight Forwarders — Third Party Logistics
Banks — Regulated Financial Institutions

Offshore Outsource Providers

Specialists - Small Parcel, Ocean, Cross Border, etc.

ERP — SAP, Oracle, etc.

Technology Companies — Supply Chain Specialists

18
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Trends—Globalization

* North America, European and Asia Pacific
Markets
— BPO Purchasing decision but never really implements

— Decentralized transportation
management/procurement

— Local market transportation management and
accounting systems

— Brazil is the emerging market

* Outside of North America is primarily paper based
processes

» Local Market Compliance

« Multi Currency Exchange

« Language Translation Services

» Local Language Customer Service

 Global Supply Chain Network Business
Intelligence
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Trends—Trade Finance

» Corporate treasury initiatives for

Carrier payment supplier trade finance solutions.
terms are being e Early carrier payment for a
pushed out. percentage fee.

» Working capital cost differences
between carrier and shipper.

« Advanced funding versus asset
backed financing or factoring.
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Trends—Capabilities

« Combined Cloud Based Solutions:
— Transportation Management Systems

— Group Purchasing/Brokerage/Transportation
Exchange Boards

— Process Audit and Payment
 Limited ERP Solutions adoption

Transportation Payment
 Value Added Services:

— Transportation Benchmarking

O q 1071000

o1

— Strategic Sourcing Solutions
— Supply Chain Network Analysis and Design
— Post Audit
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Trends—Capabilities

» Non Traditional Freight Payment (household goods, courier, ocean, pipeline,
rail, inbound, import/export, specialized accessorial, etc.)

 Carrier destination data capture
 Self Invoicing

« Advanced pre-audit capabilities (e.g. lanes, facilities, transit events, service,
account, stop-off, residential/commercial address, incorrect address,
manifested not shipped, multiple pickup fees for same location,
lost/missing/damaged, services charged/not available, incentives, rebates,
support documentation checks)

» Advanced Pricing (Rating) Capabilities
— Web based inbound routing guides
— Web based price inquiry/rate shop
— Web based strategic sourcing
— Web based contracts price reference for exception resolution

« Settlement transitioning back through shipper’s bank

22
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Trends—Pricing

 Freight bill processing, auditing and payment
costs are highly variable which equates to
transaction processing pricing.
— Early payment funding generates float that offsets
transaction processing fees.

— Trade finance fees to carrier offset transaction
processing fees.

— Data storage fees for shipment records offsets
transaction fees.

— License/user fees for software offsets transaction
fees.

— Check payment fees (longer float and consolidated
carrier payment) offsets transaction fees.

— Imaging fees for invoices sent as a paper or static
images (e.g. Fax, email attachment, etc.) offset
transaction fees.

— Line item data capture fees (splits) for multiple

stops, account codes, accessorial, etc. offsets -

I transaction fees.
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Trends—Pricing

— Report development fees for simple queries built on
adhoc reporting tool.

— Internet charges for posting information (reports,
invoices, exceptions) to the web.

— Inadequate pre-audit equates to overpayment or post
audit costs to shipper.

— Exception correction that forces re-invoicing (e.g.
basically pay to process two invoices for one
shipment).

— Unsolicited carrier refunds (where does it go?).

— Client support.

» Conversion of carriers from paper to electronic data (static
images are not electronic data).

« Exception management fees versus self-service versus
all-in cost

» Account coding/allocation fees versus self-service versus
all-in cost

 Customer service for inbound, outbound, import/export,
small parcel, rail, ocean, barge, pipeline, etc. 24
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Moving Towards an Integrated
Solution Approach

Fab Brasca
Vice President
JDA Software
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Challenges

 Data consistency —_ -
— Particularly of rates and service

 Data variability and timeliness

ey o7 :f"// e,
« Data accessibility e, Mo < |
o Py , ‘. .J'.c ~
 Consistency of process | PR
i R s,
 Historical transparency ~. <5 4.
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Transportation lifecycle
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Carrier collaboration

rt match & pay, auto-pay and a hybrid freight approval and also
invoice calculation with detailed accrual and reconciliation capabilities.

% Carrier Freight <« m

Bills Match and Pay
Carrier
a
Executes Loads
Executed Loads
olerate, Approve v
& Approve Voucher
Voucher Review Voucher m
vV Vv Details & AutO-Pay
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egrate business intelligence into daily transportation processes
synchronize information from disparate sources.

Transportation Workflow

Non-Compete

| In-Transit Inventory

Inventory below/above
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Closed-loop transportation

te disparate transportation procurement processes and move
roach to improve ability to plan and execute more efficiently.

Current State Future State

Rate/Tariff

Input into demand
commitments per
lane

Historicy,

Advanced rate pemand Pr,, Ofj/e
optimization (TM/Tp) ™€

Tacticg)
Uoyey odsue’>

MUy 9 no03d

T™MS Modeling Uopnoe¥*3d

u \\2
Input on new tuuejd AV
service and/or
delivery option

eC
Daily Planning &
Execution
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Q&A

Thank you for participating in this session. We would like
to take your guestions now.

For more information, you can contact today’s speakers:

Jim Blaeser Fab Brasca
004-355-2601 416-816-3861
HelpDesk@shippers.com Fab.Brasca@JDA.com
Richard Langer

651-964-4646 ext. 800
Richard.Langer@Quetica.com
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