AMPLIFA PROCUREMENT GLOSSARY

Payment Schedule: Managing Payment Terms
and Liquidity in Procurement

A payment schedule is the structured scheduling of all incoming and outgoing payments over a
defined planning period. In industrial procurement, it determines when liabilities arising from
purchase orders, framework agreements and advance payments fall due. In doing so, it links terms
management with liquidity planning and is a central control instrument for working capital and
supplier relationships.

Key facts

* The payment schedule schedules liabilities and receivables based on order date, delivery date and
agreed payment terms.

« Typical payment terms in B2B industrial business frequently range between 30 and 90 days net in
practice.

« Use of early payment discounts, advance payments and instalment payments must be explicitly
taken into account in the payment schedule.

» The payment schedule is an essential instrument for managing liquidity, trade credit and working
capital.

» Late payments can strain supply chain financing models and supplier relationships; legal
requirements such as payment term legislation must be examined on a case-by-case basis.

 Integration with e-procurement and financial accounting is achieved in practice via a defined data
model and standardised interfaces.

Definition: Payment Schedule

A payment schedule is a time- and amount-specific overview of all planned payment flows, broken down
by creditors, debtors, cost centres and periods. In a procurement context, it focuses on liabilities from
procurement transactions and their impact on liquidity.

Distinction from the Payment Date

The payment date is the individual, contractually agreed due date of an invoice. The payment schedule,
by contrast, consolidates many dates into a planning and control dimension spanning weeks, months or
quarters. It aggregates purchase orders, framework call-offs, advance payments, credit notes and credit
memos into an overall picture. Only this aggregation makes it possible to actively leverage payment
terms without jeopardising suppliers or the company's own liquidity.

Participating Functions

In practice, procurement, finance and, where applicable, Treasury share responsibility jointly:
procurement incurs liabilities through purchase orders and negotiates payment terms within terms
management, while the finance department plans execution and liquidity. Clear interfaces and a shared
data model are prerequisites for the payment schedule to deliver robust findings. Without coordinated
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processes, actual payments deviate from plan and forecasts become inaccurate.

Legal Framework

Payment terms in B2B business are subject to statutory frameworks, for instance on the upper limit for
payment terms between businesses and on default interest. The specific arrangement must be
examined on a case-by-case basis — depending on industry, contract law and country; legal statements
should always be aligned with the legal or tax department. The payment schedule should therefore also
take account of default risks and agreed force majeure clauses, which may shift dates.

Components and Structure of a Payment Schedule

A robust payment schedule combines order data, delivery dates and invoice data into a timeline of
obligations. The more granular the data basis, the more precise the liquidity planning.

Data Basis and Sources

The basis consists of order data (order value, delivery date, terms), incoming invoices, credit notes and
planned advance payments. From service delivery and Incoterms agreements — for instance transfer
points such as with Incoterms FAS — the point of economic availability frequently arises, which can
influence the start of the payment term. In many companies, a procurement ETL process feeds data
from ordering and invoicing systems into planning; supplier master data, including the supplier identifier,
must be kept consistent in the process.

Time Horizons and Granularity

A three-tier horizon is typical: operational at weekly level for the next four to twelve weeks, tactical on a
monthly basis for twelve months, and strategic on a quarterly basis for capital planning. Advance
payments on capital goods, lot splitting on large orders and staged offtake via volume tiers lead to
uneven payment profiles and must be mapped separately. Early payment discount windows are
maintained in the schedule as conditional payment dates.

Linkage with Terms

Payment terms such as 30 days net, 14 days at 2 per cent early payment discount, or 30 per cent
advance payment upon order placement are direct input variables. Terms management ensures that
agreed terms systematically take effect in purchase orders and invoice verification. Without this
coupling, a gap arises between the negotiated term and actual payment execution, which impairs
planning and supplier trust alike.

Payment Schedule in the Procurement Process: Methods and
Approach

The payment schedule does not arise in isolation, but along the purchase-to-pay (PO-to-invoice)
process. Its value depends on how consistently date and value data from procurement flow into it.

Integration into Ordering and the Bidding Phase

Already at the tender stage — for example in an open procedure or when evaluating a non-binding offer
— payment terms should be considered as an award criterion. A bid comparison that considers only
purchase prices distorts the result when bidders offer different payment terms, advance payments or
consignment stock models. Target cost calculations based on total cost of ownership therefore sensibly
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include financing effects.

Planning for Framework Agreements and Call-Offs

For framework agreements with call-off business, the payment schedule is dynamic: every call-off shifts
delivery and payment dates. Close alignment with delivery concepts — such as just-in-time deliveries or
consignment stock, where the payment trigger occurs only upon withdrawal — significantly changes the

point at which the liability arises. Buyers should use these models deliberately to synchronise payment

dates with the flow of value.

Alignment with Financial Planning

Regular alignment meetings between procurement and finance — in practice often weekly or monthly —
ensure that plan variances are identified early. A defined exception management process handles
invoice cancellations, dunning, payments deviating from schedule and disputes. Clear approval and
escalation rules prevent payment terms from being breached ad hoc and without justification.

Key KPIs Around the Payment Schedule

Metrics make the quality of payment scheduling measurable and create a shared control basis between
procurement and finance.

Core Payables Metrics

Key metrics are Days Payables Outstanding (DPO) as the average number of days until payment, the
accounts payable balance and the proportion of invoices paid on time. In addition, many companies
measure the degree of early payment discount utilisation: how much of the offered early payment
discounts is actually used? Typically, schedule adherence in well-organised processes is well above 95
per cent; however, the individual benchmark depends heavily on industry and supplier segment.

Plan Quality and Data Quality

Plan variance — the difference between planned and actual outgoing payments per period — is a direct
quality yardstick for the payment schedule. Additionally, the proportion of purchase orders with complete
date and terms data serves as an early indicator. Poor master data governance immediately feeds
through to forecast quality here; that is why master data maintenance belongs to ongoing monitoring.

Working Capital Effects

The cash conversion cycle links payment outflows with inventory turnover and receivables. Buyers can
deliberately influence this metric through payment terms and trade credit models. Balanced
management is important: maximum payment terms create dissonance with suppliers in the long run,
particularly among smaller vendors in critical supply positions.

Risks and Controls

Payment scheduling entails operational, financial and supply chain-related risks. Controls and scenario
planning reduce these measurably.

Liquidity and Counterparty Risks

If a planned incoming payment fails to materialise, the payment schedule can come under short-term
pressure; liquidity reserves and credit lines are therefore part of every plan. Conversely, a supplier's
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insolvency — detectable through regular credit checks — can reveal prepayments and advance payment
risks. Payments to critical suppliers should be prioritised in the schedule to avoid supply disruptions.

Dependencies in the Supply Chain

Long payment terms act as a silent trade credit that small suppliers are often only able to bear to a
limited extent. In practice, extremely long terms lead to price surcharges, quality problems or supply
failures. Within supplier segmentation, it is advisable to differentiate payment terms by supplier portfolio
category: strategic, hard-to-replace suppliers receive fairer terms than interchangeable C-suppliers.

Crisis and Disruption Scenarios

In the event of supply shortages, short-time working or market disruptions, delivery and payment dates
shift in unplanned ways. A simple disaster recovery (DR) approach for payment scheduling comprises
prioritisation lists of critical liabilities, defined emergency approvals and manual exception processes
when systems or goods flows fail. Scenario calculations — such as the supply failure of a key supplier or
demand shocks of a long-Covid-like nature — belong to ongoing planning.

Current Developments and Digital Implementation

Digitalisation, supply chain financing and ESG requirements are increasingly changing the role of the
payment schedule.

Automation and Integration

Modern ERP and e-procurement systems generate payment schedule items automatically from
purchase order, goods receipt and invoice. Atrtificial intelligence increasingly supports the prediction of
incoming invoices and payment dates based on historical patterns. Regardless of the tool, a clean data
foundation remains essential: a consistent data model and well-maintained supplier master data are the
prerequisite for reliable forecasts.

Supply Chain Financing and Dynamic Payment Terms

Supply chain financing programmes allow suppliers to assign receivables to banks or platforms before
their due date; the buyer pays on the original due date. Such models combine long payment terms with
earlier liquidity for the supplier — a bridge between working capital targets and supplier loyalty. Whether
and how such programmes are treated for accounting and regulatory purposes must be examined on a
case-by-case basis.

Sustainability and Supplier Financing

In the context of ESG requirements, payment morale is coming into focus as a social criterion: payment
behaviour is increasingly becoming part of supplier evaluations and procurement marketing. Even with
adjustments to the supply base — such as supplier consolidation, nearshoring or material substitution
(ESG) — payment structures change, as new or regional suppliers sometimes have different financing
needs and terms expectations. The payment schedule should reflect these shifts at an early stage.

Typical metrics

On-time payment rate: > 95%
Proportion of invoices paid on time; benchmark for well-organised processes
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Days Payables Outstanding (DPO): 30-90 days
Industry-dependent average, typical benchmark

Early payment discount utilisation: > 80%
Proportion of available early payment discounts used; a common practical target

Outgoing payment plan variance: < 5%
Difference between plan and actual per period as a measure of plan quality

Practical Example

A medium-sized mechanical engineering company with an annual procurement volume of around EUR
80 million found that payment terms, although contractually agreed, were inconsistently applied in
execution: early payment discounts lapsed, advance payments to capital goods suppliers were not
scheduled, and the finance department's liquidity planning showed monthly variances in outgoing
payments running to five figures per instance. Procurement thereupon introduced a rolling weekly
payment schedule jointly with the accounting department.

» Consolidation of all payment terms in terms management and payment term as a mandatory field on
every purchase order

* Automatic payment schedule proposal generated from ERP data with weekly alignment between
procurement and Treasury

+ Differentiated payment terms by supplier portfolio category instead of a blanket 90 days net

« Early payment discount policy with a target and regular review of plan variance in the monthly
procurement report

Conclusion

The payment schedule is more than an accounting document: it translates procurement terms into
plannable liquidity and makes payment terms transparent as a working capital lever. Its value depends
on data quality along the purchase-to-pay (PO-to-invoice) process and on close collaboration between
procurement and finance. Companies that manage payment terms in a differentiated manner by
supplier category gain both financial headroom and supplier loyalty. Digitalisation and automation
significantly reduce the effort involved, but do not replace expert stewardship. Those who consistently
maintain the payment schedule create planning certainty for both sides of the value chain.

Frequently asked questions

What is a payment schedule?

A payment schedule is a time- and amount-specific overview of planned payment flows over a defined
period. In procurement, it consolidates liabilities arising from purchase orders, framework agreements
and advance payments. It serves liquidity planning and the active management of payment terms and
working capital.

What payment terms are customary in B2B business?

In practice, payment terms of 30 to 90 days net are common, supplemented by early payment discount
(skonto) agreements and advance payment clauses. The specific arrangement depends on the industry,
negotiating position and supply category. Statutory limits on payment terms between businesses must
be examined on a case-by-case basis.
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Who prepares the payment schedule in a company?

Responsibility frequently lies with Finance or Treasury, while procurement provides the underlying data
via purchase orders and terms. Best practice is to prepare the schedule jointly with clearly defined
interfaces and regular alignment meetings. Only in this way do negotiated terms and actual payment
execution correspond.

How does the payment schedule affect working capital?

Longer payment terms increase Days Payables Outstanding and relieve liquidity in the short term.
However, overly long terms can generate price surcharges and supplier risks. Well-balanced payment
schedules optimise the cash conversion cycle without jeopardising security of supply.

What belongs in a payment schedule?

Typical components are order value, delivery date, payment term, early payment discount period,
advance and instalment payments, credit notes and plannable taxes and incidental costs. For large
orders, payment flows are often mapped via lot splitting or volume tiers. In addition, forecasted repeat
orders under framework agreements are included.

How is a payment schedule created digitally?

The usual approach is automatic generation from ERP or e-procurement data along the
purchase-to-pay (PO-to-invoice) process. A procurement ETL process supplies planning with consistent
master data and transaction data. In addition, companies use forecasts and exception management for
deviations and special cases.
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