Unresolved Deductions = Dissolved Manufacturer Productivity and Profits

When a distributor “short pays” or deducts on a payment to a manufacturer, it can cause a real mess.
It is frustrating and time-consuming, not to mention expensive, to try to resolve deductions with
minimal information, internal and external communication gaps, and no clear process to follow:

Come to a Resolution with Blacksmith Applications

Blacksmith Applications deduction management software helps you save time, and more importantly money,
by providing your organization with a consistent, automated approach, effective communication channels,
and a centralized location for all the information it needs to quickly and successfully resolve deductions.
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Lack of prioritization

With so many disparate data sources, inefficient, manual
processes, and the absence of vital information, prioritizing
how deductions should be resolved is anybody’s guess. Which
deductions should be resolved first? The oldest? The highest
dollar amounts? Should you start with your biggest customers
or whoever has the most outstanding deductions? Knowing
where to start is half the battle.

Contracts?

They are deducting $5,000,
but I don't know what it's for!

Insufficient documentation or back-up
When a deduction does not reference an invoice, promotion,
contract, or purchase order, there's no easy way to begin

investigating it — you're on your own to figure out why it occurred.

Is it valid or not? Does the back-up support the deduction?
Maybe the deduction covers multiple Ship-To’s and needs to be
split. If so, how much goes to each distributor house and which
products are they deducting for? Searching for back-up can take
hours or days, and may never turn up what is needed.

We are wasting too
much time and money!
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Loss of time, money, and predictability
Unknown and unresolved deductions eventually get written
off, attributing a loss and inaccurate financial record keeping.
And without accurate data, you can't determine your correct
market spend, forecast properly, or detect the trends and
habits of “chronic deductors”. Plus, all the time and
resources spent on clearing deductions could have been used
on more profitable activities for your company.

deduction is over $20K2 to call again? a letter this time.
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What do| doif the How long should | wait Maybe | should send

Lack of structure or process

There is no standard workflow or procedure for people to follow
when resolving a deduction. What should they do first? What if
they call a customer three times and get no response? Should
they e-mail them? Send a nasty letter? Maybe call the sales rep
for follow-up? How long should they wait before taking additional
action? What should they do when? Inefficient processes cause
confusion that consumes time, energy, and money.

I need to get some back-up

Distributor XYZ

I'll need a few days to

for this deduction.

pullit. I'll fax it to you.
(Yeah, right!)

Poor and inconsistent communlcatlun

YOU HAVE 12 NEW
DEDUCTIONS!

| onestoattack first. J

o Assign and prioritize deductions
When a manufacturer receives a distributor's payment
with a deduction, that deduction is automatically
assigned to an analyst. Analysts can use their
individual scorecards to keep track of new deductions
as well as the open, aged ones. Users can organize and
view their deductions by customer, dollar amount, days
outstanding, who it's assigned to, or other categunes
In this way, can prioritize

and establish a more effective “plan of attack”.

| always know
what to do next!
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Mar 23: Called
Distributor XYZ

Apr 4: Faxed Notice

Utilize standardized, automated workflows
Each deduction, based on its type, reason, and/or amount
is placed into an automated workflow to guide the analyst
through the resolution steps and to speed up the resolution
process. A user will know whether to call the customer,
send out a letter, or involve the salesperson, and on what
day to do it. And if they forget, they can access their
automatic follow-up list. All activities
2 are tracked and maintained for

auditing purposes.

Big Time Foods, Inc. Manufacturer
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e Investigate for matches and reasons
Manufacturers need to know why a deduction was taken in order.to
account for the spending. Users can search outstanding invoices
online and directly link to the contract management application to
view paid and unpaid billbacks for supporting data. They can also view
scanned copies of distributor checks and reference documents via an

our spending.
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And we've reduced
our outstanding
Ll deductions by $500K!

e Improved visibility and tracking of finances
With Blacksmith’s solution, companies have greater control
over their finances and can state profitability more correctly.
They can accurately account for trade spending, 0S&D's
and pricing. They can also identify problem areas that cause
deductions and detect customer trends and habits. And
most importantly, streamlined activities and more efficient
processes leave more time for revenue-generating work.
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o Assign a reason code and clear the deduction

Some distributors will take one deduction that actually
represents many smaller deductions. The user can “split”
the deduction into multiple ones so each can be investigated
and cleared. When the reason for each deduction has been
identified, the user will assign a reason code to it. Each
reason code has an approval flag, which will determine
whether or not the deduction for that particular reason code
requires approval or not. Upon receipt of approval, the
system will either create a rebill if the deduction is invalid or
will close it and pass it to A/R to be cleared from the books.

Distributor XYZ

embedded image-viewer. If necessary, the user can e-mail deduction
profile |nformat|on to distributors, brokers, and salespeople, along with

and such as copies of paid
billbacks and claims. Analysts and other users can centrally store
notes they have made along the way.

There are no standards for ion between the and i or

even between the manufacturer's own personnel. This leads to discrepancies, delays,
and often dead-ends. With all the different faxes, e-mails, phone calls, and letters flying
back and forth, communication becomes hard to track, redundant, and inefficient.
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Blacksmith crafts powerful tools for the foodservice industry.

Give us a call, and we'll show you how to turn your chaos into cash. XPLANATiONS’” by XPLANE
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