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Working Capital in an Evolving Environment

Migrating to renewable energy sources has been part of 
the conversation before and since the adoption of the Paris 
Agreement. With the passage of the Inflation Reduction Act 
in the United States and growing momentum in other parts 
of the world, utility providers are on the precipice of drastic 
change as they embark on developing renewable generating 
capabilities. Power and Utilities are looking to upgrade the 
total grid infrastructure from generation equipment to grid 
infrastructure in partnership with transmission operators 
as they are increasingly focused on renewable capabilities. 
The availability of Investment Tax Credits and Production 
Tax Credits figure to be a major catalyst for the industry as 
providers plot their path forward.

Still, despite the tailwind, utilities providers and other 
corporates must contend with elevated interest rates that 
appear may linger as central banks look to shore up price 
stability in an evolving inflationary environment. At their 
September meeting, the Fed held rates steady at 5.25% - 
5.50% and the Federal Open Market Committee (FOMC) 
signaled that rates will likely be higher for longer1.

Shifting towards a renewable future is enormously capital 
intensive as utility providers seek to build out new generating 
capabilities. Still, Days Payable Outstanding (DPO) has 
lengthened by an average of 27 days since 2014 for S&P 500 
listed Electric Utility companies (see Figure 1.). Over the last 
20+ years corporates have been focused on working capital by 
managing payment terms as a way to ensure stability without 
sacrificing potential for key strategic investments. One tool 
proving invaluable for renewable providers are Bill of Exchange 
programs where buyers can pay later to conserve cash while 
optimizing DPO.

How Power Companies Employ Bills of Exchange 
to Support Their Procurement Needs

1 �Citi Velocity, US Economics - “Dots” Signal Higher for Longer Policy Rates, 2023
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Staying nimble amid high interest rates and an evolving 
inflationary environment means skillful working capital 
management and ensuring ready access to liquidity at efficient 
rates. As corporates embark on shifting towards a renewable 
future, many seek solutions that can maximize cash flexibility 
in the most efficient manner possible.

How Citi Can Support Utility Providers in Procuring 
Their Key Inputs

With cost of funds at an all-time high, customers are seeking 
flexible and longer payment terms. Bill of Exchange programs 
can prove beneficial for buyers as they can help buyers 
conserve cash while managing DPO. Companies purchasing 
new equipment for renewable generation can benefit from the 
deferred payment terms of utilizing a bill of exchange structure. 
For example, a renewable energy provider utilizes a Bill of 

Exchange program with the goal of securing improved payment 
terms on purchases, which are capital intensive or that have a 
long runway to generating returns. Bill of Exchange programs 
are an efficient working capital optimization tool that allow 
buyers to extend their payment terms. For highly rated buyers, 
suppliers can potentially have access to a cheaper and more 
simplified just-in-time funding source. The digital solution 
allows the transactions to flow through seamlessly and can 
provide same day funding.

Staying the Course on Working Capital

Remaining attentive to working capital is fundamental in 
ensuring operational stability throughout the entire economic 
cycle. Today, Citi has many mature Trade and Working Capital 
solutions in place and is equipped to help corporates meet 
their working capital aspirations.

Figure 1. Avg. Days Sales Outstanding (DSO), Avg. Days Payable 
Outstanding (DPO), Avg. Days Inventory Outstanding (DIO),  
S&P 500 Electric Utility Companies
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Figure 2. Objectives of Bill of Exchange
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Figure 3. Bill of Exchange Flow
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How does it Work?
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Note: Days 1-5 can now be consolidated into 1 day with Citi’s new electronic offering. 
Buyers would need to sign an Irrevocable Payment Undertaking (IPU).
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be 
used, and cannot be used or relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the “promotion or marketing” of 
any transaction contemplated hereby (“Transaction”). Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

This communication is provided for informational purposes only and may not represent the views or opinions of Citigroup Inc. or its affiliates (collectively, “Citi”), employees or 
officers. The information contained herein does not constitute and shall not be construed to constitute legal, investment, tax and/or accounting advice by Citi. Citi makes no 
representation as to the accuracy, completeness or timeliness of such information. This communication and any documents provided pursuant hereto should not be used or relied 
upon by any person/entity (i) for the purpose of making regulatory decisions or (ii) to provide regulatory advice to another person/entity based on matter(s) discussed herein. 
Recipients of this communication should obtain guidance and/or advice, based on their own particular circumstances, from their own legal, investment, tax or accounting advisor.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation 
is not a commitment or firm offer and does not obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to 
applicable law or regulation, you agree to keep confidential the information contained herein and the existence of and proposed terms for any Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete 
name, street address, and taxpayer ID number. We may also request corporate formation documents, or other forms of identification, to verify information provided.

Certain Services and/or products mentioned in this communication may contain provisions that refer to a reference or benchmark rate which may change, ceases to be published 
or be in customary market usage, become unavailable, have its use restricted and/or be calculated in a different way. As a result, those reference or benchmark rates that are 
the subject of such changes may cease to be appropriate for the services and/or products mentioned in this communication. The services and/or products mentioned in this 
communication reflect Citi’s service and/or product offering at the date of communication but this may be subject to change from time to time.

We encourage you to keep up to date with the latest industry developments in relation to benchmark transitioning and to consider its impact on your business. You should 
consider, and continue to keep under review, the potential impact of benchmark transitioning on any existing services and/or product you may have with Citi, or any new 
services (you avail) and/or product you enter into with Citi. Citi does not provide advice, or recommendations on the suitability of your service and/or product choice including 
with respect to any benchmark transitioning on any existing service and/or product you have with Citi. You should obtain professional independent advice (tax, accounting, 
regulatory, legal, financial or otherwise) in respect of the suitability of your service and/or products in light of benchmark transitioning as you consider necessary. 

The services and/or products mentioned in this communication reflect Citi’s service and/or product offering at the date of communication, but this may be subject to change 
from time to time.


