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BPO: A New Financial Instrument

BANK I@@ OBLIGATION

International Chamber of Commerce

SWIFT

The world business organization
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Trade Service Utility
(TSU) matching

A legally binding, valid
and irrevocable
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bank to another bank that PAYMENT implementing BPO
a payment will be made rulebook and using
on a specified date after a 1S020022 standards in
successful electronic a m_ultl-bank
matching of data An agreement environment
according to an industry- between buyer
wide set of rules. and its bank with

potential financing
options



Case Study: Context & Stakeholders

This transaction structured with European commercial parties and European banks
is the first BPO transaction realized in Europe. This structure is called a “four-
corner BPO model” as opposed to a “three-corner BPO model” where the recipient
and the obligor banks are the same.

Parties involved:
« BNP Paribas Fortis - Belgium: Recipient Bank
« BP Aromatics Limited - Belgium: Exporter
- Tirkiye Is Bankasi - Turkey: Obligor Bank
« Koksan - Turkey: Importer

The objective of this BPO was to replace an existing SBLC set up to guarantee
payments related to goods exported by BP Aromatics to Koksan.

Since April 2014, several transactions have been done.



BP Aromatics Limited Needs

Payment made in time and judicial proceedings avoided
Cash flow forecasting improved
Streamlined processes and improved speed of handling

Reliability

Reduced risk of discrepancies

Dematerialized processes

Improved transaction traceability and visibilty
Possibility to spread the risk with multiple obligor

Transparency

Flexibility



Time Line

The transaction has been executed in a timely manner. Actually, Only 2 weeks were
needed between the first BPO tests and the realization of a real-life BPO thanks to
the smooth and effective collaboration between all the commercial and banking

parties involved.
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Deal Flow
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BPO: Benefits for the Corporates

* Improved procurement process
* Ensured supply continuity
* Reduced costs
- » Required documentation simplified
(| K4
IKK.OKSA.N, » Optimized use of bank lines

» Streamlined process and improved the speed of data

Seller matching
» Reduced risk of discrepancies
® * Received timely payment and avoid costly recovery
procedures

* Improved cash flow forecasting




Milestones & Tips to Go-Live with BPO

The time needed to set up a fist live BPO transaction can take up to several months
between the first conversations and the effective end-to-end test transaction.

Performing a first BPO transaction requires to follow some steps:

- Education of the Corporate on the BPO concept.

« Approval of a complete set of legal documentation

« Establishment of the TSU platform (data matching engine) within the bank.

 Design of a new workflow between the involved parties as they will handle
data instead of physical documents.
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Testimonies

“‘We were able to share shipping documents with BNP Paribas electronically and in
a matter of hours we received confirmation that they were fine.”

“In terms of ease of working, it's very positive, and we plan to conduct BPOs with

full cargoes in the future.”
bp

Michael Van Steenwinkel
Global Credit Manager

Source: Global Trade Review BP Petrochemicals

"We were delighted to find a bank willing to perform BPO transactions in euros with
us. Both BNP Paribas and Isbank support key trade flows and the BPO responds to
our clients' needs”.

roll Eric Henry
BNP RIBAS Global Head of e-Trade Sales
BNP Paribas

Source: BNP Paribas

BNP Paribas was the first European bank to go live on the MT 798 back in 2010 and now confirms its leadership
position in SWIFT's initiatives by being the first European bank to go live on BPO.



Testimonials

André Casterman, Global Head of Corporate and Supply Chain Markets at SWIFT,
believes the multi-bank BPO is especially helpful for traders like BP operating in
competitive markets with regular shipments.

“‘With commodities, as soon as you have recurring trade flows, the transactions can
be standardized’.

“The BP transaction is a good example of how the BPO can help. With an LC, the
buyer has to issue it very early on after the purchase order, before shipment. With
the BPQO, clients can start using their credit lines only when the ship arrives and not
while it's being prepared. The risk is very low if the customer cancels the order as
the ship is on the way, as the ship can always be re-routed to another client. That’s
the benefit for BP.”

Source: Global Trade Review
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Press Release

GTR - Global Trade Review

Article: ‘BP agrees first European multi-bank BPO’ — May 2014

Global
Trade oS
Review T ‘
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On The Move News Sign up for eNews

BP agrees first European multi-bank BPO

BP Petrochemicals (B2) has completed the Srst European-centred
muith-bank Bank payment obligatice (BF0) under the URBFO rules,
Dot wider appetite o use the new PIYMent instrument remains
imited ameng Eurcpean traders.

The BPO's structure I unigue In t2at mutiple banks are Involved
The four-coener madel iInvolves an IMporter, an exporter, an
obliger bank and a recipient bank. Previcus three-comer BROs
have involved the same bank acting for both reciplent and obligor

BP worked with BNP Paribas (BNPP) and Turkey's Esbask to Ruild »

four-cormer framenork that alowed greater flexibiity. “Unike with a nsemal LC
that needs 1o be coened a few days In advance of the shipment, the faxibiity
of the four-cornered BPO means you can work more quickly,” says giobal credit
manager for BP Petrochemicals Michael Van Steanwinkel
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SWIFT Thank you

Website: www.swift.com/corporates
Email: supplychain@swift.com
Twitter: @swiftcorporates
LinkedIn SWIFT for Corporates
Groups: Supply Chain on SWIFT
Your SWIFT )

] Regional contacts
contact:
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