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KROGER MODERNIZATION: Transforming Kroger Finance and Accounting

Kroger is currently modernizing our Accounting, Finance, Sourcing, and Merchandising systems to
streamline and improve many processes — including Supplier Accounts Payables and Receivables.

Key Changes to Remit-To Information for Suppliers Benefits for Suppliers

Single Remittance for All Divisions: Kroger currently sends multiple checks to » Fewerremittance reference/checks
our suppliers during each remittance period (daily or weekly) based on how many
of Kroger’s divisions are doing business with the supplier.

As part of our Modernization efforts, Krogerwill be adopting a one remit-to
process forthe purposes of physical checks or reduced number of payment

transactions when paid via Electronic Funds Transfer (EFT), or when funds are - -
due. i (=FD) Why are we doing this?

AR/AP Settlement Netting without Check/EFT Issuance: Kroger will now use
Settlement Netting to offsetfunds due to Krogerfrom suppliers. While Kroger has
always used a form of netting, we will be eliminating $1.00 checks. Netting will
now be taken to $0.00 and payments applied from remittance data provided
through Lavante.

« Streamline our accounts payables and
receivables processes.
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What is Settlement
Netting?

« Also known as payment netting, settlement netting
totals the amounts due to Kroger by it's Suppliers for
deductions (Promo, Coupons, Logistics Compliance,
Payment Corrections.) and nets (offsets) those
receivable balances against Accounts Payable
payments due by Kroger for Goods or Services.

 In other words, only the net difference in the total
receivables and payables amounts is delivered or
exchanged by the party with the net owed
obligation. Typically, a payment netting agreement
must be in place before the settlement date.
Otherwise, each of the individual payments would
be due to and from all parties involved.

« Ex.) Accounts Receivable from Supplier X = $1,000,
and Kroger Accounts Payable to Supplier X =
$1,500. Therefore, the net amount due to Supplier X
= $500 ($1,500 AP - $1,000 AR = $500 AP).
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Lavante Updates for Modernization: New Remittance Method Types

Discontinuing the use of $1.00 checks has created the need for new remittance method types. Detailed below ‘i
are their meanings. .
HOME TASKS ~ SUPPLIERS TRANSACTIONS ~ MESSAGES
;r;nYe;ATEraanngons > Payments
Basic Advanced Payments View: Payments « :

Search Search

1to 25 0of 1,120

Invoice category:

Select one or more

‘ ‘ O [I]J E Payment Ref No# Settlement number#§ Remittance method# §l Invoice Number ¢ Invoice Date+ Gross invoice an

O 500296587 404646 ORA_AP/AR Netting  534-V1400032348  05/12/2021 )

Associated Deductions: O 500296587 404646 ORA_AP/AR Netting  615-VOH00010221  05/05/2021 )
I Select v h

4 D 500296587 404646 ORA_AP/AR Netting 578182086_7840471 05/09/2021 )

New Remittance Method Definitions:

*+ ORA_AP/AR Netting: Represents a Kroger Deduction or Memo

* Netting: Represents payment made against a Suppliers invoice via Netting- these remittance amounts are to be applied too
any open balance due for that invoice by the supplier.

» EFT: Remittance balance due released on Electronic Funds Transfer

* Check: Remittance balance due released on Paper Check to supplierlockbox

* Refund: Refund or correctionissued on a Kroger Generated deduction

I»(I% 'el'



AR Greater than AP Example - Netting

Below is an example of payment data exported from Lavante as an Excel file, that includes a single
payment/settlement Number.

Data may be exported daily, weekly,

based on the Ref Date searched.

monthly and will included all remittance detail for that time frame

A2 = f« | Payment Ref No
A c ] E F G H J L M Q B Q R s T U Vi w
Payments Search
1
Payment  Settlement Remittance |Invoice Invoice Payment  Invoice Gross Deduction Discount  Metinvoice Paid CheckAmo CheckStatu Payment | # Of Claims PO Mumber Payee # Division Store # Supplier Supplier
Ref Mo number method MNumber Date Currency  Currency  invoice Amount Amount amount Amount unt 5 Ref Date name ERP ID
2 amount
500296587 404646 ORA_AP/A 534- 05/12/2021 USD uso -32.42 0.00 0.00 -3242 -32.42 0.00 CLEARED 05/24/2021 0 534 -
R Metting V14000323 ROUNDY'S
48 WISCONSI
N
3
500296537 404646 ORA_AP/A 615- 05/05/2021 USD uso -32.30 0.00 0.00 -32.30 -32.30 0.00 CLEARED 05/24/2021 0 615 -
R Metting  VOH000102 DILLON
4 21 STORES
500296587 404646 ORA_AP/A 578182086 05/09/2021 USD uso -32.29 0.00 0.00 -32.29 -32.29 0.00 CLEARED 05/24/2021 |0 615 -
R Metting | _784041 DILLON
5 STORES
500296587 404646 ORA_AP/A 578182076 05/09/2021 USD uso -32.29 0.00 0.00 -32.29 -32.29 0.00 CLEARED 05/24/2021 |0 014 -
R Metting | _784041 CINCINNAT
| KMA
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AR Greater than AP Example - Netting

The below is an example of whatcan be done with the payment data exports-thisis not the formatthe data will appear when exported.

We have sorted this data by the supplier generated invoices due for goods/services and the invoices that have been
generated by Kroger. See slides 8-13 for guidance on how to perform analysis of exported data using pivot tables.

Settlement/Remittance Number 123456 - AR Greater than AP

Supplier Invoices Kroger Deduction Invoices

Invoice Number Gross Invoice Amt  Deduction Amt  Discount Amt  Met Invoice Amit Paid Amount Invoice Number Billed Amount MNetted Amount
123456789 § 10,000.00 $0.00 000 § 10,000.00 $ 10,000.00 |092-A125245-534 5 1,00000 § 1,000.00
987654321 § 55,000.00 $0.00 $0.00 $55,000.00 § 55,000.00 |092-A057776-424 $ 152500 § 1,525.00
753421869 § 2,000.00 (-} $450.00 $000 § 1,550.00 § 1,550.00 |092-A167499-703 5 3211500 § 32,115.00
923125484 § 36,000.00 $0.00 $0.00 $36,000.00 § 36,000.00 | 092-A044298-195 $ 51,658.00 § 51,658.00
741852963 § 15,500.00 $0.00 $0.00 $15,50000 § 15,500.00 | 060-CT06886-615 3 50000 $ 500.00
$ 118,500.00 (-) $450.00 5000 $  118,050.00 §  118,050.00 | 060-C800920-021 $ 67500 $ 675.00
060-CT740524-026 $ 615800 § 6,158 00
Supplier will apply their Payments by invoice number, not the total amount of the netting reference. 034-V0500022175 3 56100 % 561.00
701-NCF-0002553 $ 50000 $ 500.00
Exam!ale: Invoice# 123456789 was paid in full per what was billed by the supplier and should be marked as such in the "00056651651651 g 6500 § 65.00
supplier system. "D00012654658456 $ 8.096.00 $ 8,996.00
There will be no check issued when what is owed to Kroger is greater than what is due to the supplier during the 092-5123156 5 165100 § 1,651.00
remittance timeframe. You must export your data regularly to apply payments and deducitons 704-V2015-201561 $ 38,513.00 $ 12,646.00
$ 143.91700_S 118,050.00
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AP Greater than AR Example - Netting

The below is an example of whatcan be done with the payment data exports-thisis not the formatthe data will appear when exported.

We have sorted this data by the supplier generated invoices due for goods/services and the invoices that have been
generated by Kroger. See slides 8-13 for guidance on how to perform analysis of exported data using pivot tables.

e 3 - ber ba44s - e NS A gate 3 L1

Invoice Number Gross Invoice Amt Deduction Amt Discount Amt_ MNet Invoice Amt_ Paid Amount Invoice Number Billed Amount Netted Amount
09876543210 $ 80,000.00 $0.00 $80000 $ 7920000 § 10,000.00 |092-A656421-620 (-} $43.89 (-) $43.89
00045685629 $ 42 500.00 $0.00 $42500 § 4207500 § 55,000.00 |092-A123456-438 (-) $491.34 (-) $481.34
00084318631 5 2,000.00 $0.00 $2000 % 1,98000 § 1,550.00 J092-A235494-701 (-) $1386 (-) 81386
00074658137 $ 28,000.00 $0.00 $280.00 $ 27,720.00 $ 36,000.00 |092-A330936-011 (-) $2245.76 (-) $2245.76
00056181961 $ 551200 $0.00 856512 § 545688 § 15,500.00 |060-C525231-035 (-} $43.34 (-) $43.34
AP Netted on 654987 and
$ 158,012.00 $0.00 (-) 8158012 § 156,431.88 §  156,431.88 |092-A2008-23065 (-) $187.88 () $187.88

092-A2008-24359 (-) $7056.1 (-) 87051
AP Invoice will appear with a "Netted" remittance and Check/EFT remittance line on extract when there is netting and 092-A142667-092 (-) $216.16 (-) $216.16

092-A2008-25121 (-) $22165 (-) 822165
Supplier will apply their Payments by invoice number, not the total amount of the netting reference/check. 092-A305249-018 (-) $274.05 (-) $274.05

DSse1s 17 T(s68157
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How to Analyze Neiting Data from Lavante

* When analyzing netting/settlement data exported from Lavante, it is important to export the
data as an excel file. Doing so will allow you to manipulate the data in a digestible format.

HOME TASKS v SUPPLIERS TRANSACTIONS v  MESSAGES

Click here EI

Basic Search  Advanced Search Payments v
aser 1120 Select Excel file Bce oo >
Invoice category: ' e

Select one or more ‘ ‘ |:| @J E Payment Ref No+ Settlement number+ Remittance method+ Invoice Number + Invoice Date¢ Gross invoice amounts [ FDF : Netinvoice amounts F

Download associated deductions

0O 500296587 404646 ORA_AP/AR Netting  534-V1400032348  05/12/2021 ()§32.42 ) ()$32.42

Associated Deductions:
Select v ‘ D 500296587 404646 ORA_AP/AR Netting  615-VOH00010221  05/05/2021 (-)532.30 $0.00 $0.00 (183230
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How to Analyze Neiting Data from Lavante

* In order to use the pivot table functionality within Excel, you must first delete blank data and merged cells.
Specifically, Row 1 and Column B should be deleted in their entirety.

* Note: Column B will not be visible when opening the exported data file. To locate and delete this column,
place your cursor between Columns A and C, left click on the line separating the column headers and drag
the column to the right. Follow same instructions detailed below for deleting rows in order to delete Column
B, but instead click on “Delete Sheet Columns” after left clicking on the Column B header.

File Home Insert Page Layout Formulas Data Review View Add-ins Smart View Help
an Er,, Cut Sansserit TJo A | B== | o | Gangral ¢ s @ Normal Bad Good Neutral 0 W ] AutoSum - %? j
[ Copy ~ : ——— — i LLTFill~ 4
Paste O [ e == == |5 = i «0 .00 Conditional Format as |Calculation Check Cell Explonatory ... T Inzert Delete Format Sort & Fir
«  <¥ Format Painter B LU = - =l Merge g coney $ % 9 %0230 Formatting ~  Table ~ | ‘ ” “ - ~ - ~ & Clear~ Filter ~ Sel
Clipboard (F] Font (F] Alignment [F] Number [F] Styles T qiﬁi;i 5 diting
i - ol B e SelectDelete Sheet Rows 3¢ Delte Shect fows 1
A B (4] D E F G H el K L M N (0] B2 Q R S 1f : W
) EZ Delete Sheet
Leftclick here
= o o voice Payment  |Invoice Gross Deduction |Discount  Met invoice Paid CheckAmo |CheckStatu Payment  # Of Claims PO Number Payee # Division Stare # Supplier Supplier
number method Number Date Currency  Currency  invoice Amount Amount amount Amount unt s Ref Date name ERP ID
2 amount
500296587 "404646 ORA_AP/A 534- 05/12/2021 USD usD -32.42 0.00 0.00 -32.42 -32.42 0.00 CLEARED 05/24/2021 |0 534 - MESTLE 3012394
R Netting V14000323 ROUNDY'S USA INC
48 WISCONSI
N
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How to Analyze Neiting Data from Lavante

+ After removing the necessary data fields, click on the “Insert” tab at the top of the screen.

* Next, left click on “Payment Ref No” in cell A1, drag your cursor over to Column V and then to the
bottom of the data set. All data in the spreadsheet should be selected, including the data headers in
Row 1.

 After selecting all data, click on “Pivot Table” in the top right corner.

omeI HI Click here View Add-ins Smart View Help . . 1% Share  ©J Comments
] g FH ADg g 2 2o ea=Bs o O |REDA4AZa|lTa

PivatTable “pPy: ” 2 | B ded BB pivatChart Link o et O A || B Sfa
P elecC IVO aple Chats @~ . 5 Box &Footer ~  Line~ E

Tablé Ilustrations Add-ins Charts Ml Tours Sparklines Filters Links Comments Text Symbols ~

Al b I Payment Ref No %
A B C D E F G H | J K L M N (o] P Q R S T u v X qE Z AA [+
Payment Settlement Remittance |Invoice Invoice Payment  Invoice Gross Deduction Discount  Net invoice Paid CheckAmo CheckStatu|Payment |# Of Claims PO Number|Payee # Division Store # Supplier Supplier
Ref No number method Number Date Currency  Cumency  |invoice Amount Amount amount Amount unt s Ref Date name ERP ID
1 amount
500296587 404646 ORA_AP/A |534- 05/12/2021 |USD uUsD -32.42 0.00 0.00 -32.42 -32.42 0.00 CLEARED 05/24/2021 0 534 - NESTLE 012394
R Metting V14000323 ROUNDY'S USA INC
48 WISCONSI
N
7
500296587 404646 ORA_AP/A |615- 05/05/2021 |USD usD -32.30 0.00 0.00 -32.30 -32.30 0.00 CLEARED |05/24/2021 0 615 - NESTLE 012394
R Metting  |W0H000102 DILLON USA INC
3 pal STORES
500296587 404646 ORA_AP/A 578182086 056/09/2021 USD usD -32.29 0.00 0.00 -32.29 -32.29 0.00 CLEARED |05/24/2021 0 615 - NESTLE 012394
R Metting |_784041 DILLON USA INC
4 STORES
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How to Analyze Neiting Data from Lavante

| | | ] | -]
. . “ = ” . 104€ -32.
» Within the “Create PivotTable” window that opens, Create PivotTable ? X |
the only option that you should need to address is o the e ot v ot 10 e
“Choose where you want the PivotTable report to P " "
be placed” as long as the necessary data was o e I
selected in the previous steps. | ToblesRange | PeiMGRESASIEHISASTSVS 112 2
() Use an external data source
» By selecting “New Worksheet” the Pivot Table will ction name:
be generated in a new tab. By selecting “Existing I Usethis workbook's Data Mode .
Worksheet” you will be presented with the P48 Choose where you want the PivotTable report to be placed -32.
opportunity to select a space on the existing tab to (®) New Worksheet
place the Pivot Table. 1048 (_) Existing Worksheet . 5T
Location:
.| Choose whether you want to analyze multiple tables p
» Select “Ok” at the bottom to generate the Pivot PO i this data to the Data Mode 32
Table. - —
104646  ORA_AP/A 578123959 04/30/2021 USD usD 30,
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How to Analyze Neiting Data from Lavante

PivotTable Fields v
H H 111 9 11 - 9 oose fields to a o report: @ -
« After clicking “Ok” in the “Create PivotTable e
H 13 H = ” H Search
window, a “PivotTable Fields” pane will open on the A
right side of the screen. —— :

Remittance method

Select desired N[l

* Ahigh level summary of the data can be compiled by fields here Z?’oriﬂc?néucr_urg::f
selecting the following fields. To add a field to the S
Pivot Table, simple left click on the field from the list N
and drag it to the respective category below.

[] CheckStatus
[] Payment Ref Date -

Drag fields between areas below:

* In order to view AP vs. AR for the desired settlement

number, the “Rows” category should include e P
“‘Remittance Method”, and the “Values” category
should include “Gross invoice amount”,
“Deduction Amount’, “Discount Amount”, “Net
invoice amount’ and “Paid Amount”. = Rows 3 Values
Drag desired Remittance method  + Sum of Gross inv.., * |1

Sum of Deductio.. ~

fields here

Sum of Discount ... ™

Sum of Met invoi.. ~

Crrn nf Daid Arn -




How to Analyze Neiting Data from Lavante

 After selecting the desired fields for the Pivot Table, the following data will be presented within the
generated Pivot Table.

* Note: The “Netting” balances represent Supplier Invoices (Kroger Accounts Payable) while the “ORA
AP/AR Netting” balances represent Kroger Deduction Invoices (Kroger Accounts Receivable). The
“Grand Total” represents the remaining balance after netting the Supplier Invoices and Kroger
Deduction Invoices.

» Note: By default, all values will be shown as the sum of the selected value. Additionally,
“Invoice Number” can be added to the “Rows” category for more detailed analysis.

A B C D E F
1
2
3 Data |
4 | Remittance method| ~ | Sum of Gross invoice amount . Sum of Deduction Amount. Sum of Discount Amount . Sum of Met invoice amount. Sum of Paid Amount
5 | NETTING 93,584 .35 - - 93,584 .35 87,190 67
6 | ORA AP/AR Metting (87.190.67) - - (87.190.67) (87.190.67)
T | Grand Total 6.393.68 - - 6,393.68 0.00
E |
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FAQ's — Netting/Remittance/Deductions

« Will Kroger Email or send USPS notice of remittance/netting?

* No. Suppliers need to establish a regular process for exporting remittance data from
Lavante.

 |If we have not received a check, how have we been paid?

« Settlement netting is a form of payment. It is simply deducting what is owed, instead of
requiring a separate remittance action from the supplier to clear their open balance with
Kroger.

 Why are we receiving separate deductions?

- The majority of deductions generated are contractual based on promotional, coupon, or
other sales-based agreement made between a supplier's representative and Kroger's
purchasing team. Other deductions are contractual based on fee schedules for Logistics
compliance.

« To identify a deduction by its Kroger invoice format, please see the Supplier Contact List
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