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[bookmark: _Toc345409242]Policy: Name of Policy

[bookmark: _Toc345409243]1.	Purpose
The purpose of this document is to outline the policy around the treatment of intercompany transactions between ColArt related entities. 

[bookmark: _Toc345409244]2.	Definition
An intercompany transaction is a transaction between two ColArt group companies where one company has the right to payment from another company based on a service that was provided or product that was delivered.  This also applies to instances where one company made a purchase on behalf of another group company.  It is important to understand whether the charges that are being transacted will require a mark-up for statutory purposes. If in doubt, please contact the Group Controller. 

[bookmark: _Toc345409245]3.	Principles
The key principles this policy is designed around are driven by statutory requirements to ensure that cost are captured in the entity that is the driver of the expenses (from a beneficiary perspective). In addition however the policy is also built around materiality to ensure that the Finance organization uses its time to drive the best possible value for the organization. 
[bookmark: _Toc345409246]4. Policy Details

Timing of recording transactions
· All inter-company transactions need to be processed and confirmed by the end of the third day of the close.  
· Given this deadline, the expectation is that intercompany transactions are processed during the month to the highest degree possible
· Confirmation is defined as having received confirmation by the receiving party that they will accept the intercompany transaction
· Should a transaction not be confirmed according to the processes below, it cannot be recognized as an inter-company transaction to avoid reconciliation issues. 
· Issues associated with settling intercompany transactions should be first resolved between the two companies, if needed issues should be escalated, with proper documentation to the Group Controller. 

Please note that ColArt will participate in Lindengruppen’s automatic settlement process of intercompany receivables from February on-ward. As such it is critical that the guidelines will be implemented and adhered to as the success of the netting process depends on a timely completion of the intercompany reconciliation. 

Transactions can be broken out into the following:

1. Inventory transactions (purchases)
1. Recharges agreed prior to the close period
1. Non-standard recharges

The description below references intercompany invoices; pending feasibility to issue invoices in a timely fashion e-mail correspondence to substantiate an accrual is acceptable. However, intercompany invoices should be issued as soon as possible. 

· Inventory transactions:
a. Automated in M3 for participating entities
b. For non M3 transactions
i. Plant sends intercompany invoice to receiving entity
ii. Receiving entity creates journal and acknowledges back to plant
iii. Plant creates journal entry
iv. With regards to discrepancies
1. Receiving entity will book the invoice
2. Differences will be reconciled post close but before next close and follow the same process for credit or debit notes

· Recharges agreed prior to the close period. Can be project-related recharges, one-off or standing recharges, for example for management fees. The process follows the process under 1) for the most part. 
a. If agreed and signed up previously, invoicing entity sends intercompany invoice to receiving entity
b. Receiving entity creates journal and acknowledges back to invoicing entity
c. Invoicing entity creates journal entry
Where possible, recurring transactions should be handled via recurring entries; however, a quarterly true-up should be performed if needed.

If the invoices are project-related it is imperative that this is called out in order for the receiving party to be able to track project spend.  Also, recharges need to be clearly approved in advance to qualify for this treatment. For all non-pre approved invoices the steps under 3. apply

· Non Standard Recharges, e.g. recharges of promotional materials, samples. Here the process changes
a. The invoicing entity will inform the receiving entity of the  planned charge, including specifications (e-mails showing prior agreement on charge, specifications outlining reason for charge back such as samples by country)
b. The receiving entity will need to agree to the charge
i. If the entity agrees, it will make the entry and confirm back to the invoicing entity the amount
ii. If the entity disagrees, it needs to outline the reason for this to the invoicing entity (no entry to be made at this time!)
iii. The invoicing entity will investigate and communicate findings
iv. Receiving entity will acknowledge (assuming the clarification was satisfactory) and create a journal
v. Invoicing entity will enter a journal at this point

Settlement: 
Generally all intercompany invoices should be settled in the month after when the position was first created. This is consistent with Lindengruppen’s approach to netting intercompany receivables.  Aside from avoiding a build-up of intercompany receivables this will minimize FX risk in cases where we have constellations of currency differences between Creditor and Debtor.

Additional requirements

· No entry should be made without the counter-parties agreement in line with the process to avoid out-of-balances. In all instances Group Finance is the arbiter  where issues prevent entities from reaching agreement.  If the transaction has not been confirmed in line with the above it cannot be transacted; it is not permitted to shift the transaction to another part of the balance sheet. 
· All transactions require the appropriate documentation in form of invoices, purchase orders etc.  The backup needs to be submitted as part of the notice to the receiving party
· All inter-company transactions (excluding stock movements) have a materiality threshold of £100; individual transactions below this level should not be processed.  A charge can consist of multiple items that in aggregate are larger than £100 in which case the transaction can go ahead. 
· Approvals of intercompany invoices follow ColArt’s standard approval hierarchy (excluding automated transactions), i.e. the appropriate level of authority needs to approve an intercompany invoice prior to it being confirmed back to the sending party

In summary
0. All intercompany transactions need to be completed by working day three of the close (end of day)
0. Group Finance needs to notified of any non-completed transactions and will advise course of action
0. Under no circumstances can a non-approved transaction be booked onto other parts of the balance sheet
0. We are participating in automatic netting going forward, as such it is critical we follow this process and deadlines. 



[bookmark: _Toc345409250]5. Related Areas and Processes
[bookmark: _Toc345409251]6. Issue management process
If application of this policy leads to an issue within the business it should first be raised to the Group Controller. 


[bookmark: _Toc345409252]Appendix
Additional reference information for the Policy
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