Frequently Asked Questions for Suppliers
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GENERAL CHANGES FOR SUPPLIERS

Q1. What changes will IBM be implementing?

A. Within IBM Procurement, a new procurement system is deployed to manage our
purchase order (PO) execution process.

Q2. What are the specific benefits of new procurement system to IBM’s
Suppliers?

A. The new system will improve partnership and ease of doing business with IBM:

- Today you send/receive hardcopy purchase order invoices through mail or fax will
now have the option to use e-mail. (i.e. via PDF file format)

- You will have the ability to get an email remittance advice for payment
communication and a dunning letter for aged credits

- You will have rapid communication between yourselves and IBM

B. The new, standard supplier number will ensure:
- One single supplier number that can be used across IBM entities and countries.
- You will have less supplier numbers that you will need to manage.

ACTIONS REQUIRED BY SUPPLIERS

Q3. What actions will be required of Suppliers in preparation for the new
system?

A. We are thankful to you for helping us with our new procurement system. It is
important that you follow these key instructions:

- If you has a current purchase order (PO) from IBM where the items have only
been partially delivered (either goods or services) on that PO, you should invoice
IBM for ALL delivered goods and services no later than 24" of December 2010.
These Invoices will be processed ONLY if they have been received by the 24™ of
December.

- For all remaining undelivered PO items (either goods or services) you will receive
a new PO (Converted PO) after 13" January 2011. It is important to understand
that the NEW PO IS NOT AN ORDER FOR ADDITIONAL GOODS AND SERVICES.
These new POs issued from the new procurement system will look the same as
the "old" POs and will have a reference to the original PO issued from our legacy
system. We are asking you confirm that the list of undelivered goods and
services from the old PO matches the list of goods and services in this new PO.

TO REPEAT: This is not an order for additional goods and services. These goods
and services from new PO should be invoiced after 13" January.

- After 13" Jan 2011, the products or items, which are subject to value added tax
(VAT), must be labelled in NET PRICE (without VAT). If your company has any
Catalogues or Contracts with IBM, please submit updated item pricing (without
VAT). IBM will build your new Catalogues and Contracts with NET PRICES so that
they can be used as soon as you provide these updates. For those items, which
VAT is not applicable, you are still requested to submit pricing in gross price as
usual.
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CHANGES TO PURCHASE ORDERS

Q4. What changes can be expected regarding Purchase Orders?

A. The first change in the Purchase Order is the Supplier Number. Old Supplier
Numbers will be replaced with the new unique Supplier Number. This should not
have any impact on you since it is a number that is used internally at IBM; however,
you should be aware of your Supplier Number also.

B. The PO format will be slightly changed:

New PO Changes

o For the item, which is subject to VAT, the unit prices are labelled in net prices

and the adequate tax has to be applied by you when invoicing IBM.

o For the item, which VAT is not applicable, the unit prices are still labelled in

gross prices as usual.

Unfilled PO Changes

o Additionally, you may notice the new PO number which will be issued for

previous POs that still have undelivered items. This will be visible ONLY on
replacement POs. It is very important for you to understand that this new PO
which is referencing the old PO is NOT A NEW ORDER, it is just stating that
undelivered items (either goods or services) are to be delivered and invoiced
based on this new PO.

Sample PO layout (Distinguish between Converted PO and Normal PO)

A Il. A Il.
Sample PO EN. pdf Sample PO ZH. pdf

Q5. Will the deployment of new system impact supplier in delivering goods and
service?

A. No, the new deployment has no impact on your order fulfilment. Please continue
delivering your goods and service based on our agreed schedule in Purchase Order.

CHANGES TO INVOICING

Q6. What changes can be expected regarding invoicing?

A. You shall check if it is a converted PO before issuing invoice. Refer to the samples
provided in Q4, you may understand how to distinguish whether it is a new PO or a
converted one. If it is a converted PO, unit price should remain same as original PO.
That means if the unit price in original PO includes VAT, then the unit price in
converted PO must include VAT as well. If it is not a converted PO, the unit price
shall be in net price (excluding VAT).

For WOI invoice enabled supplier: Don't issue e-Invoice at WOI client if unit
price in the converted PO includes VAT. You can just issue paper invoice instead.
Moreover supplier should ensure the unit price (including VAT) on paper invoice
is the same as the unit price (including VAT) on the converted PO.

For common supplier (none WOI invoice enabled): please make sure the unit
price (including VAT) of paper invoice is same as the unit price (including VAT)
of the converted PO.
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B. The Unit Price field on the invoice should not be left as blank. Unit price on invoice

must be the same as it is on the related PO. If you leave the Unit Price blank on an
invoice or specify a different Unit Price on the invoice vs. the PO, the invoice will be
automatically blocked by the new procurement system and the Buyer will have to
amend PO. Because of audit requirements, Accounts Payable cannot manually
change the quantity for vendors in the new system.

To Repeat: If unit price on invoice does not match that on PO, IBM will reject your
invoice and consequently impact your payment collection.

For example: PO gty is 1, unit price is CNY 1,000,000, then PO Amount is CNY
1,000,000. Your invoice must use Unit Price = CNY 1,000,000, Quantity = 1 as
well. If you cannot issue 1,000,000 in one invoice, you may choose to split
invoice. However, you must ensure the Unit Price on the invoice is still specified
as CNY 1,000,000. In order to keep total amount unchanged, you can use 0.3 as
quantity for invoice A and 0.7 for invoice B.

Q7. Are there any new requirements due to the new invoicing format?

A.

Yes. you should pay close attention to the following to avoid invoice rejections by
Accounts Payable:

One Invoice should bill one PO. The PO number should be shown on the invoice.
If the PO is in multiple line items, you must indicate the PO line item number as
well.

Each line item on the invoice should not bill multiple lines of the same PO

You should not leave the quantity and unit price field blank on the invoice and

only show a total amount. The invoice should be completed in full.

The UoM(unit measure of Quantity) and Unit Price in invoice line item should be

same as UoM and Quantity of the related IBM PO line item. (Unit less type PO is

in exceptional)

o E.g. If you only bills 20% for one PO line item, the PO’s quantity of the item is
1. You should ensure the unit price on the invoice is the same as what is
reflected on the PO. In this case, you should use 0.2 as the quantity on the
invoice. If you were to list the quantity as 1, the Unit price would indicate
20% of line item total; therefore, the invoice would be rejected.

We will not accept VAT special type invoice when the invoice date is over 60

days.

The "Bill To” name on the invoice must be the same as the IBM full name on the

PO because there are many legal entities of IBM in China. Use of ‘IBM’ as the

“Bill To” hame or use of any short name (e.g. IBM China, ISSC, etc.) on invoice

will cause the PO to be rejected.

Q8. I submitted invoices by Dec 24" 2010, but why the converted PO still

A.

included those invoiced amount?

Converted PO was migrated from the unfulfilled PO records in legacy system at
cutover stage. However it may be possible that your invoiced amount was not yet
reflected in the legacy system at the time of conversion. Don’t worry. IBM will use
valid invoice recipient date as the baseline date to proceed your payment.

Q9. Will the deployment of new system impact suppliers’ payment?

A.

No, the new deployment will not impact your payment. IBM will continue arranging
your payment based on our agreed payment term.
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CHANGES TO CATALOGUES AND CONTRACT PRICING

Q10. What changes can be expected regarding Catalogues and Contract
Pricing?

A. After 13" Jan 2011, the products or items, which are subject to value added tax
(VAT), must be labelled in NET PRICE (without VAT). If your company has any
Catalogues or Contracts with IBM, please submit updated item pricing (without VAT).
IBM will build your new Catalogues and Contracts with NET PRICES so that they can
be used as soon as you provide these updates. For those items, which VAT is not
applicable, you are still requested to submit pricing in gross price as usual.

CHANGES TO SERVICE DELIVERY

Q11. Will the labor claiming system change?

A. There will be a new time management system implemented as part of this effort.
This new system, called the IBM Cross Application Time Sheet (CATS), which will be
used to record subcontractors' labor. Subcontractors will be informed by each IBM
Business Unit upon on-board process whether they are subject to labor claiming,
when & how their labor will get claimed in CATS. Existing subcontractors will be
educated on the new CATS system by each IBM Business Unit upon deployment of
the new system

Q12. What should Sub-contract Labor Suppliers know about the changes?

A. Before dispatching new sub-contractors to IBM, you shall ensure the sub-contractors
have information on the purchase order they are being supplied under (the specific
PO number and PO line item they correspond with). For project engagements,
knowing the corresponding Project ID is also required. Without this information, you
may encounter failure when you invoice IBM for that service.

B. All subcontractors who are identified as being subject to labor claiming will need to
record their time in the new system CATS.

C. To enable time claiming in CATS, you shall specify “Start and End dates” on all POs
and PO line items.

CHANGE MANAGEMENT AND TRAINING

Q13. Will there be any training provided to Suppliers?

A. IBM is aiming to change as little as possible for Suppliers; therefore, formal training
will not be required. However IBM prepares a cutover instruction, and expects you
may follow the guidance during the transition period.

Q14. Who should Suppliers contact for additional information?
A. You may contact your regular Procurement Buyer.

B. Information will also be provided on Supplier Portal.
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