


Still believe the
long-term business
impact of leaving the EU
will be negative

These are challenging times for the UK’s Chief
Financial Officers (CFOs). On the one hand, the
shadow of Brexit continues to loom large.
Although optimism reached an 18-month high in
Q1 2017, the vast majority of CFOs (60%) still
believe the long-term business impact of leaving
the EU will be negative, according to Deloitte.
There are concerns over the extra cost and
complexity to be incurred by diverging regulatory
regimes, recruitment challenges as the hiring pool
dwindles, and potentially high import costs as
currency volatility continues.

Elsewhere, factors such as the recently
introduced apprenticeship levy, heightened
pension-related risk, and ongoing costs stemming
from cyber attacks and fraud all threaten to keep
finance bosses awake at night. Given these
pressures, it's increasingly challenging to keep
costs under control and margins as big as
possible for shareholders.

Supporting
decision-making is
their number-one
goal for 2017

At the same time, new data suggests the role of
the CFO itself is changing, from being primarily
an accounting function to a key strategic voice on
the board. Over 70% of finance bosses polled by
management consultancy Kaufman Hall? recently
said supporting decision-making is their
number-one goal for 2017.

Digital transformation offers CFOs new
opportunities here - to drive greater business
agility and cost effectiveness, but also to become
more strategic through the intelligent use of data.
Nowhere can this digital innovation have a bigger
impact, with least effort, than managing payments
to suppliers. This long-overlooked part of the
business in many cases is the preserve of legacy
banking models founded on manual, insecure and
inefficient processes which can incur unnecessary
risk, costs and compliance headaches.

By looking at modern B2B digital payment
platforms, CFOs can do much to alleviate
ongoing challenges whilst supporting their own
efforts to focus on more strategic tasks, as the
role increasingly demands of them.



What keeps CFOs awake at night?

Thanks to a confluence of geopolitical and macro-economic, as well as more predictable day-to-day pressures,
UK finance bosses today face an unprecedented set of challenges. Here are just a few key areas of focus making
it more important than ever for CFOs to minimise costs and maximise margins.
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Rising staff costs

Staffing costs are on the rise again after years of
depressed wage growth. In fact, many FTSE100
and 250 companies are seeing these costs rise
faster than revenues. Why? Brexit is playing its
part, with the fall in sterling since the referendum
sparking a rise in inflation, which is hitting
employees after years of depressed wages.
When you combine this with a talent shortage
and near full employment then continued wage
growth is inevitable.

Organisations, which are heavily
people-dependent like those in the services
sector, could be in for a particularly hard time.
Employee related costs will only increase with the
April 2017 introduction of the apprenticeship levy;
a 0.5% tax on any company that has a wage bill
of £3m or more.
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Supply chain issues

The supply chain is exposed to the same
pressures referenced above. Many third party
suppliers may not have the apprenticeship levy
to worry about but they're still likely to be hit by
rising wage and import costs and an
increasingly weak UK economy. It's not just the
cost of physical goods and services that is
facing upward pressure. In addition, many
commentators predict sustained rises in the
cost of money as the Monetary Policy
Committee (MPC) acts to curb inflation. That
means they’ll be passing on these price rises to
your organisation, further squeezing margins.

Under these circumstances, it becomes even
more important to find areas where you can
deliver value to the supply chain ecosystem. As
we shall see, B2B payments is one such area.

Import price rises

For some multi-nationals generating profits in
foreign currencies there's a benefit to the low value
of the pound; however, many will be reeling from
the higher import costs that have stemmed from
the devalued pound. This is already driving inflation
as the cost of goods increases, and in turn threat-
ens to push the wage bill up as well as affecting the
bottom line of UK businesses reliant on imports. If
higher prices at the till force UK consumers to cut
back on spending there could also be a negative
impact on sectors such as retail.
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DATA THEFT
Cyber attacks

An increasingly prominent financial and
reputational risk to any organisation is the one
stemming from data breaches and fraud. As more
and more firms become digital-first, they expose
themselves to the risk of data theft, ransomware
which brings key IT systems crashing to a halt and
financial and identity fraud.

A recent government report® claimed 68% of large
firms experienced a cybersecurity breach or attack
in the past 12 months, at an average cost of over
£19,000 per firm. However, serious breaches can
run into the millions: an attack on TalkTalk which led
to the theft of data on 100,000 customers resulted
in costs exceeding £60m“, once customer attrition,
fines and clean-up costs had been calculated. With
organisations focussed on protecting customer
data fraudsters will step up their targeting of
supplier account data held in the treasury and
accounts payable departments.



Pension problems

While many Defined benefit (DB) pensions are
closed to new members, maintaining funding
levels is an increasing headache for the CFOs
charged with footing the bill to ensure they can
meet obligations to policyholders. Around one in
seven CFOs rated their DB scheme to be one of
the biggest risks to their business in 2016,
according to Hymans Robertson®.

Running the business

Alongside the big picture challenges above, CFOs
have to deal with the more pragmatic regular tasks
such as efficiently closing the books each month. Yet
fewer than one in five respondents to a recent poll’
claimed their department can do this within five days,
while 15% said they spent over 20 days on the
process. Inefficiencies like this can be an unwanted
drain on financial and human resources. Separate
research?® reveals that 97 % of finance bosses are
also worried by their current reporting processes.

It's clear that finance chiefs are facing a series of challenges, which threaten to make a serious negative
impact on the bottom line. Given this backdrop, the need to find new ways to quickly control costs and drive
bigger margins becomes ever more urgent. B2B payments may not be an area many CFOs have thought to
look for value, but it could be a quick win for those who are stuck with:
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A complex and extensive
ecosystem of suppliers that
must be paid

Time-consuming, insecure and
inefficient manual payment
processes heavily reliant on the
legacy banking model

Systems which require them to
handle too much account data,
exposing the organisation to
data breach risks




A NEW APPROACH TO

B2B PAYMENTS

VANs are automatically generated, single-use, virtual cards that are used to pay suppliers. Backed by the
guarantee of card schemes such as Mastercard, they generate unique numbers for each transaction.
Reconciliation is automatic and immediate, which can help to reduce overheads and manual errors.

Each VAN can be enriched incorporating
underlying invoice data, with additional details
including amount, currency, date and merchant
type, making this a much easier and more secure
way to pay suppliers than legacy systems.
Finance teams no longer have to keep details of
where to send a supplier's payment as the
supplier uses the VAN to pull the cash from the
card scheme. This eliminates the risk of
mis-directed payments and reduces the impact of
any damaging data breaches.

Finance teams can have just one identifier to track
throughout the payment lifecycle, simplifying and
speeding the reporting and auditing process,
maximising transparency and easing the compliance
burden for the buyer and speeding up reconciliations
and cash application for the supplier. From here,
schemes offer chargebacks for protection against fraud
and also goods and services disputes, which is a far
easier mechanism for remediation. Platform providers
can offer a share of value of the VAN transactions as a
direct revenue reward, which is a welcome mitigation to
rising costs elsewhere in the business.
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The bottom line for CFOs

70%

Our data indicates that up to 70% of
enterprise B2B payments could be made with a VAN.

These payments therefore offer a fantastic opportunity for CFOs to drive revenue, increase margins, and
reduce risk at a time when cost control is more important than ever. Suppliers are paid quickly and accurately
and compliance and reporting is simplified, further reducing the need to waste extra resources in these areas.

The current challenges facing UK finance chiefs are leading many to invest in innovative B2B payments
platforms to help them create new sources of value, and in so doing minimise the costs, risk, and inefficiencies
that have permeated the space for too long.
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