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Prepayment capabilities

Enables creation and management of prepayment invoices Outcomes
within Accounts Receivable.

Apply prepayments to sales orders with improved tracking
and reconciliation

Cancel or void prepayment invoices when contracts
change or payments are not received.

Include references to sales orders and prepayment details
in both prepayment and final invoice formats.
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Logging framework for
document processing
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Need for Subscription Billing

Increasing number of businesses are using leasing or membership models with recurring billing to match
revenue with services, ensuring steady income and improving customer loyalty through easier billing.

Key industries & models Key finance workflows

* Professional, managed * Orderto Cash  Compliance with IFRS 15/ ASC
services * Project to Profit 606
* Manufacturing  Record to Report * Support recurrln.g billing |
« Telecom, internet & media « Contract to Cash * Revenue recognized over service
* Retail & consumer goods period
- g * Contract change mid-term
* Energy & utilities « Revenue deferral for long-term
* Education contracts

* Periodic revenue recognition
* Contract: renew, amend & version




Subscription Billing capabilities

.
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Embedded accounting intelligence — automates
revenue deferrals, accruals, and allocations in line ‘ ‘
with accounting standards Intelllgent & Compliance &

Automated Accuracy

Ensures revenue is recognized
in line with ASC 606/IFRS 15,

with built-in deferral schedules

~

A
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Connected &
Unified

Flexible Billing
Models

Supports diverse billing models
(subscriptions, milestone-based,

usage-based, etc.)

Seamless integration with the
D365 ecosystem: ties billing
with Accounts Receivable,
Projects, and General Ledger

>
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How Subscription Billing supports various business models

Business Scenario Subscription Billing

Recurring Services & Memberships
(e.g. SaasS licenses, monthly memberships, equipment
rentals

Automates invoicing and renewals by allowing billing schedules for each contract, generating
invoices at set intervals with accurate amounts.

Allows billing at set milestones, so you can create multiple trigger points (e.g., 50% after design,

Milestone Billing 50% after installation) in a contract instead of issuing a single invoice.

(e.g. project-based billing on deliverables or stages)

Usage-Based Billing Subscription Billing calculates charges from consumption inputs like hours or GB used each
(e.g. pay-per-use, consumption-based models such as  period. Usage-based billing lines are supported in the schedule, matching meters with bills.
cloud usage or utilities)

Upfront Billing with Deferrals

(e.g. annual prepayment for services delivered over Manages revenue recognition by spreading upfront payments across the service term.
time)
Accrual (Arrears) Billing D365 allows revenue to be accrued before invoicing, enabling businesses that bill after service

(e.g. usage or services billed at period-end, but earned  delivery (like month-end usage billing) to record unbilled revenue during the month.
throughout)

Bundled Offerings (Multi-Element)
(e.g. product + service packages with allocated
revenue)

Manages fair revenue allocation. When you sell a bundle (like a device with a 1-year service
plan), Subscription Billing splits the price according to each item's standalone value.




Deferral COGS in Subscription billing

Solving Key Business Problems

Challenges Outcomes

Misaligned Cost & Revenue Timing: Cost are recognized upfront

while revenue is deferred Automates COGS updates during inventory

recalculation, reducing manual effort and errors.
Manual Adjustment & Risk of Error: Manually adjust COGS when J

inventory costs change, increasing workload and risk. Automatically aligns cost recognition with

revenue periods
Legacy System Gaps & Migration Barriers : Lack of cost deferralin P

Subscription Billing discouraged migration from legacy RevRec
modules.

Adds full cost deferral capability, enabling
smooth transition from legacy systems.

Compliance with Accounting Standards: Inconsistent cost/revenue

Ensures revenue and expense matching for
matching violates ASC 606/IFRS 15 principles. X 9

compliance with financial reporting standards.

Audit Trail & Transparency: Manual corrections lack traceability,
complicating audits and financial reviews.




Finance and Operations

Schedule header

SCHEDULE

Deferral schedule number

& = Pt [0elete Schedule Options 2

o)
Accounting Hold Cancel
b4 Modifyschedule | Place hold Unrecogrized amounts
@ Modify account emove Complete schedule
Audit trail
5]

Al deferral schedules | USMF-000000002 ; Sales order | Standard view v

USMF-000000002 : Sales order

ACCOUNT

Deferral account

TRANSACTION

Creation source

USMF-000000002 110150-001- Standard transaction
Schedule status Short-term deferral account Transaction type
Active Sales order
Schedule type Recognition account Salesorder
Straight line 500100-001--- 000385
Descripiion Recagnition type Number
Debit 000181
Account number Distribution type
UsS-023 Consumption

Schedule lines

Recognize Reverse

(O Line Deferral startdate ~ Deferral end date Amount Stubbed

O 1901572028 9/30/2025 2105
2 10/1/2025 10/31/2025 3947
3 11/1/2023 11/30/2025 3948

Recognized  Recognition date

ererra

Item number TOTALS
KT001 Long-term deferred
Project ID ﬂ
000057 Short-term deferred
000
EXTERNAL REFERENCES Unrecogrized
External 10000
Stubbed
Line number 000

Journal nu... Voucher

| COGS in Subscription Billing

Finance and Operations

@ Posting Project contract ID: 000057 Posting Posting Sales order: 000885 Deferral schedules created: 2

oo PO Y

P Search for a page

USMF | Contoso Entertainment Syst @

X|v
®0 PO

PRINTING OPTIONS

Invoice format

(Detailed invoice

Invoice header text

R & = Bsave +Newv Totals Salestax Posted sales tax Paymentschedule Print\  Options ©
* i g G
Personalize Page options Edit Share.
® Always open for editing | Security diagnostics  Recordinfo | Readmode | Getalink™ Create a custom alert V'
Personalize this page Advanced fiter or sort  Go'to Revert Manage my alerts
=]
Invoice proposals | Standard view v
2 000181 : 000057
Lines  Header
Invoice proposal header
GENERAL Invoice Status. Project contract name CREDIT NOTE REASON
A Invoice proposal 000181 Invoiced Shrike Retail } Reason code
000151 Sales currency Invoice template Funding source
Recognized Invoice date ) PSAProjlnvoice Report (Shrike Retail ) Comment
© 9/15/2025
—w' CONTRACT
. Proje tract ID
Stubbed and recognized ek ot
000057
0.00
Inventory cost adjustment
-50.00
Invoice proposal transaction summaries
Total amount
A\dd lines Create fees ™\ View other transactions
10000 O 2 Project Project name Billing rule Name Amount in... jin... Indirect co... Retention... Customerr... Amount le...
| O 000057 Budget stereo install 6843 000 000 000

nerate 2 Deferral Schedules

Method of payment
CHECK

Preview
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Cash, Bank and Payments Management
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Key Features and Capabilities

Centralized bank
management

Maintain all bank accounts
in one system, with
support for multiple

currencies and account
types. Each bank account
is linked to the GL for
automatic posting of
payments/receipts,
providing a single source
of truth for cash balances

Payment processing
automation

Streamline vendor payments
end-to-end. AP clerks and
managers can generate
payment proposals that
aggregate due invoices, then
automatically create payment
journals and even electronic
bank files. The solution
supports rich payment
formats (ACH, SEPA, wire,
check, etc.) and approvals.

Advanced bank
reconciliation

Automated bank statement
reconciliation greatly reduces
the month-end burden. D365
Finance can import electronic

bank statements (BAI2,

CAMT.053, MT940 formats)

and then auto-match
transactions to entries in the
system or create new records
for payments, interest or fees.

Liquidity forecasting
and insights

Built-in cash flow forecasting
tools help project future cash
positions. The system pulls
data from AR (incoming
payments), AP (outgoing
payments), sales orders,
purchase orders, and even
budgets to forecast cash
inflows and outflows. The
Finance Insights add-in with
Al/ML capabilities refine
forecasts and provide
payment predictions.



Key Features and Capabilities

Bank account
governance

Bank lifecycle management
Bank reconciliation rules
Bank statement import
Snapshot locking for audits

Automated bank

reconciliation

Foreign currency reval

Settlement and
Payments

Customer/vendor netting
Payment process automation

ISO compliant payment
formats
Bridging payment

automation

Al and Analytics

Multi-entity cash visibility
Cash flow forecasting
with Al



Recently released enhancements

Bank account
lifecycle
management

Petty Cash Autonomous bank Auto-clear bridged
management reconciliation transactions

Scheduled foreign
currency
revaluations for AR,
AP and Bank ledgers

Cash application
during bank
reconciliation

Customer/Vendor
netting




Bank lifecycle managemen

e SR 220 2@

& Details  Workflow history  Options £ ®0 PO |V

Approval workflows for
activation/modification of bank
accounts

Change history | USMF OPER : Operating acc - USD.
Standard view
(Priter ]

Instance ID Document

Documenttype  Submitting.. Approver Created date and time Change type Workflow tracking status

[[O]ouesr sank ccounsUs 9t Operting s -UsD Bankocouns ol Fund.. Jula Funderurk 1222025120923 Modcaon Competea

1]
Configurable protected fields
. . Finance and Operations Preview O Search for a page
p reve nt u na uth O rlzed ed Its to & = JEdit +New [ilDelete Transactions Balance Balance control  Workflow~ Reconcile Manage payments Setup Changes Options O
PR i | Viewhistory
sensitive data —

Bank transactions  Unreconciled transactions
Bank reconciliation

Bank accounts | Standard view

USMF OPER : Operating acc - USD

General 123456780 | 9982474
Routing number type Change state Company statement name Accounting currency exchange ra... CURRENCY
at Changes approved USMF Operations Currency
. . usp
Bank account Destination name Reporting currency exchange rat L
INTERNAL INFORMATION Al e in addi
USMF OP! low transactions in additional c.
E— Main account
@ ves
Routing number 110110 Name (Requires approval) Bank groups
Operat -UsD BankUSA
for eve ry bank account u P date e pering

Bank account number
9982474991

Active from

Additional signer data improves e e
visibility into authorized personnel e .

IBAN (Requires approval) Division Fee account Clearing
DE75953280999982474991




Autonomous bank reconciliation

00010 : USMF OPER | My view v

Bank reconciliation worksheet

Bank account overview 11/30/2025 | USD | 5000 |~

Import statements

Unmatched transactions  Pending review  Matched transactions

Unmatched transactions

Selected bank statement transactions Selected bank transactions

e 0.00 0.00,,, Run automatic
matching rules

BANK STATEMENT TRANSACTIONS BANK TRANSACTIONS

Open fiters ™ Clear filters  Generate payment joumnal  Generate voucher Open filters ~  Clear filters

O & Booking date Debit Credit Bank transaction code Document nur QO & |pate Voucher Credit Bank trans... Document type Document number Company
9/1/2024 60247 300 O 12/28/2015 APPMO00798 1467551 Chedk 391 usmf

9/1/2024 4815200 100VCOM 12/28/2015 APPMO000395 475.30 Check 390 usmf Auto mate Creatio n O

10/1/2025 100000 100 1/31/2016 APPMD00813 6.275.00 Check 406 usmf ) . B
10/2/2025 1000 300V /3172016 APPMO00821 £212.25 Check 414 usmf m | S S | n g tra n Sa Ct' O n S
10/3/2025 4,100.00 200 1/31/2016 APPMD00814 5,450.00 Check 407 usmf
10/3/2025 2,495.00 200 1/31/2016 APPMO00822 5435.10 Check usmf
10/2/2025 3,000.00 1/31/2016 APPMO00B09 531875 Check usmf
1/31/2016 APPMO00812 5,230.00 Check usmf
1/31/2016 APPMO00820 5177.70 Check usmé
1/31/2016 APPMO000206 4,770.00 Check usmf P M .
1/31/2016 APPMD00818 4,770.00 Check usmf M |t|gate d ISCrepa ncies
1/31/2016 APPMD00810 4,695.00 Check usmf
1/31/2016 APPMD00808 3,960.00 Check usmf
1/31/2016 APPMD00804 3,240.00 Check usmf
1/31/2016 APPMO00B16 3,240.00 Check usmf
1/31/2016 APPMO00B0S 2,843.75 Check usmf
1/31/2016 APPMO00817 2,843.75 Check usmf

1/31/2016 APPMO000811 1,180.00 Check usmf Clear reconCiled
transactions
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Nettingmanagement

Consolidate balances:
customer and vendor

Simplify financial operations by
offsetting mutual balances,
reducing the need for separate
AR and AP transactions

Cost savings by minimizing
number of unnecessary
payments or receipts

Finance and Operz O Search for a page

< a/f&m +New [i Delete Deactivate Netting overview ~ Options.

Standard view v

Netting agreement

Agreement01

Name Description Status
Agreement01

G/ GRS

Agreement01  Agreement01 Active

General

Journal name Account

Netting 13072

Parties

Customer .. Customer account  Customer name. Vendor leq... Vendoraccount  Vendor name Start date

To date

Finance and Operations Preview P search for a page
< Cancel - Options

Standard view

Create netting

Create netting from: Agreement01
Netting parameters

Netting agreement Netting curtency  Customer legal entity

i ) @) famt

Open customer nvoices

mark selected

nvoice Ove cate 7 Cash discount date
7100000002 a2
o000 122017

Amout i transaction currency Currency

Open vendor invoices

Unmark selected

voice Oue aate Casn ciscount cate Amout n transacton currency Currency
10017 R072017 7072017 57809 USD

0012 7282017 72802017 2310090 USD

7723, 720098 USD

0 USD

Netting total

VENDOR NETTING ESTIMATED TOTAL ESTIMATED VENDOR BALANCE AFTER NETTING
~ACCOUNTING CURRENCY: USD. ACCOUNTING CURRENCY: USD

REPORTING CURRENCY: USD REPORTING CURRENCY: USD

IR - ¢ o ° ©

o

Amount to net
26813

Amount to net
57809

0990
720998
30003

458910



Cash, Bank and Payments - Roadmap
2025 Wave2 > 2026 Wave1&2 > Future 2

Payments and settlement

. Settlement decoupling - Customer payment remittance advice * Cross legal entity settlement &

«  Vendor auto settlement with priority import and creation of Settlement hub

«  Process automation for Bank, AR payments/settlement using Al * Global customer/vendor payment
and AP foreign currency revaluation * Cash discount support for invoice Journal

settlement during bank reconciliation * Exception handling

Bank
» Intelligent bank reconciliation rule

« Review automatic bank reconciliation .
suggestions

matching results before posting « Automatic centralized bridged

« Bank transactions performance payment clearing during bank

Automatic customer/vendor search reconciliation

from reconciliation worksheet . Bank account lifecycle

management — General availability
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