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Integrated Corporate Treasury
& Commodities Solutions

Our goal is to help you ensure that you're
in full control of your financial risks, and
have the right amount of cash in the right
place at the right time, and in the right

cwrrency and with the right counterparty.

Create Value
&
Manage Risks

: Examples of benefits we've
e s i

operations and achieve
an appropriate level
of control with limited

resources

Make FX risk
management more
effective and thus
avoid surprises

Be the master of IFRS
accounting for financdial
instruments, not its
servant

* Benchmark your treasury function against peers
areas for

10 recc

* Design and Implement a target operating model
for an upgraded Treasury Function that goes
beyond basic processing tasks fo making a
value-added contnbution toward reaching your
strategic goals

* Provide that your g and

controls f ks d d appl h
mdoperamgaslmsnded
Reenginear and implement new processes
and policies when needed

= Support the design and structure of your Y

o =

» Centralisation of the Treasury Function helpad
cut costs whie Increasing efficlency and control
over cash flows

» Benchmarking of an advanced treasury s

function, against best Industry practice, resulted
In the development of over 50 enhancements

= imph 1 of robust p and
omudsimlwymkuua(fommwmq
sk, fin g) and
Iimgm\:luunhgofempenemedlmmb
plug the skills gap

function, helping you select and Implement
and pi sulted to
yuut wwtate goals and grcmm ambitions
* Recommend an advancad IT solution that gives
you the Information you need to make more
Informed decisions

* Provide ind dent guid: and chall
onomFankmanagemeﬁhammrkmd
operations

Help to Identify FX exp . davelop a hedg

SR\ g
= Dy d and Impl d over 40 Feasury
andCashManagunemS\ﬁnm\s Including
SAP, 1C, and specialiead treasury nt

systems, msuhing In significant reduction
of manual processing and user-friendly
management reporting

* Developad a d plan for a company
that had lost RUB 250 min on its hedging
strategy

o bl ted a hed o

o

strateqgy, select the right tools, and develop
reporting In order to have a best-n-class FX nisk
management framawork

Design and Implement cash-pooling structures
1o reducs idie cash balances and excessive
credit ines

* C lise the p from inittation fo
T chudin selmgtpa, y factory

* Optimise sat-up of the bquidity forecasting process,
huding KPls for g Its effec

Help In growing margins on commodities
transactions in a risk-effective way

Develop and Implement an operating moded for
commodities nisk management and trading with
clear responsibilities and afiective pedormance
metrics

* Gyve you a clear understanding of accounting

Issues, 50 you can take pre-emptive action

Improve the clarity and transparency of reporting

and measurement of treasury activities for

westors, regulators and creditors

* Implement hedge accounting to smooth out
PE&L volatity

rranagemeiorelmmnenc/nsklmm
In a USD 1 bin capital imvestment

=
* Set up a cash-pooling structure. leading
to RUB 15 min In annual savings
» Payments and collections system with
Straight Trough Processing implementation
* Cash efficiency Imp!
resulhghRUBAomhlnhamlalneome
versus pre-improvement income of RUB 2.5 min

/
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* Setupa dity risk g
function that has added milons of euros
to the gross margin by optmising commodity
price risks on EUR 10 bin in purchases of over
10 difierent commodities

= Advice on a dynamic hedging strategy
that complies with IFRS standards

= Impact of new IFAS accounting standards on
treasury activities understood and planned
by management
leldlngdadlcatbm!olledlﬂlsBoudd

b IFRS
and manqemam rapomng




Funding: Beyond banks

Treasurers continue o be preoccupied with securing funding
options for their company, but a distinct two-tier market is
developing. Blue chip companies with a strong credit rating

are having little problem refinancing and many have seen their
funding costs fall. For less well-rated companies, access to
funding, not to mention affordable funding, is certainly an issue.

Bilateral bank facilities

Syndicated bank
facilitios

o
—

Securitised finance

0% 20% 40% 60% B0% 100%
Figure T: Sources of funding

Despite the regulations and restrictions on the financial industry,
bank credit lines and facilities still form the corner stone of most
corporate funding strategies, irrespective of size and standing.
Bond markets and commercial paper hold a firm second place,

but are typically available only to investment grade organisations.

Alternative forms of funding including leasing, securitisation,
supply chain finance and crowd funding have doubled since
2010, but have not (yet) outgrown the experimental stage.

More than ever before, the cost of funding is negatively
correlated to the credit standing of the borrower. Given the high
dependency on bank funding, this funding cost gap is likely to be
exacerbated once Basel 111 is fully operational and the era of low
interest rates comes to an end — when, for example, central banks
reverse their quantitative easing policies.

Funding is still closely linked to relationship management; 73%
of respondents mention this as a key criterion. It's no surprise,
though, that pricing and funding cost are the top priorities when
treasurers are evaluating funding alternatives.

Pricing

Funding cost
Relationship with
cradit provider
Terms comparad to
requirsments
Refinancing risk
Matching business
plan cashflow
Cradit quality of
credit provider

Target credit rating

0

&
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Figure 8: Griteria for selecting funding



Counterparty risk management

KPIs: Bridging the gap between measuring and
benchmarking

One of the more worrying findings from the survey is that less
than 40% of all reports include benchmarking against a KPI
(figure 10).

Measuring and benchmarking are not the same — there’s little
point in measuring performance if it's not assessed against clearly
defined and appropriate targets. SMART KPIs (measures that are
Specific, Measurable, Achievable, Relevant and Time-phased)
that are derived from and in sync with the organisation’s treasury
policy and control framework are extremely valuable tools,
providing early warning signals and keeping the organisation
focussed on the treasury and risk issues that really matter.

Monitoring banks

The survey results also show that treasurers are still coming to
grips with the monitoring of banking cost and performance,
with most reviewing their banks’ performance on an ad hoc
basis. There is a growing awareness that the allocation of
more lucrative fee business has to be traded against credit
commitment.

Increasingly, bank relationship management is being evaluated
from both sides of the table in a game of reciprocity — but as yet,
there’s no sign of a common practice for the formal rating of
bank relationships.

Counterparty risk management

It appears that counterparty risk management is still to

be properly explored by many organisations (figure 11).
Respondents to our survey told us that financial counterparty risk
is predominantly managed at a global level (82% of respondents
agreed, while 8% said they don't manage counterparty risk at
all). Operational counterparty risk is managed centrally by one

in every three organisations and not managed at all by 23% of all
respondents.

Mot sat and not managsd -
In mumw -_
Regionally -
sloodly __
0% 20% A40% G0% B80% 100%

B Mon-financial counterparties
B Financial countarparties

Figure 11: Difference in management of financial and operational
counterparty credit risk



Counterparty risk management

We've seen counterparty risk modelling evolve over recent years,

with organisations monitoring more than just their financial W Daily
institutions rating — a majority now monitor credit default : ES;:;;
swaps. Surprisingly, only a few have extended their modelling to Yearly
include the monitoring of bank financial data, which is currently W Ad hoc

X : B ot reported
considered to be good practice. o repenE

Limitz against published
credit ratings

proe
Committes decizions

Figure 13: Frequency of counterparty exposure management
Monitor CDS
spread evolution

Meonitor equity prices

What you need to think about

= Clarify who's responsible for what in treasury processes —
reporting flows from that decision

= Focus on the quality of reparting and establish a framework

0% 20% 40% B0% 80% 100% to monitor operational risk

= Make full use of SMART KPls

= Use measuras that reflect the transaction — benchmarking is
esseontial now banks are pricing on transaction; less so when
relationships were important

= Broaden your reporting framewaork to provide focus to
operational risks arising from your treasury activities.

Monitor bond yislds

Mot monitored I

Figure 12: Mechanisms used to monitor counterparty credit risk



Methodology

This survey is based on structured interviews with 110 benchmark information available in each of the nine sections.
respondents from companies across the world. The interviews Graphs displaying prioritised items are sorted based on an
were held between June and September 2014, exponentially weighted preference; e.g. preferences like high,

medium and low are given a weight of 9, 4 and 1 respectively.
The responses have been consolidated in the PwC Benchmarking

Tool. Individual responses are not separately available and when  The following charts provided demographic information for
retrieved for reporting purposes are always consolidated on the 110 respondents:
an anonymous basis. This survey includes a subset only of all

Organisation revenus Number of countries in which respondents are operating
B |Lazs than $800m H 05
B Betwssn F800mM-33.20n B 5D
B Greater than £3.2on B 1000
20-50
B B0+

Legal structure of respondents

W Public corporation
B Private corporation
B Cther




Example of a Counterparty Credit Risk Management Framework

As outlined below, the Risk Management Framework for a counterparty business is the mechanism for communicating
the strategv and intentions of the Board to the rest of the organisation, and how the results and activitiesare fed back up
through the management structure so that they can be monitored and responded to.
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Board/Committees agree: Board of Directors fﬁf’f_ N _ ‘“‘mhh
- Risk appetite —— _ Activitiesare monitored T
- Strategy in accordance with the
- Products : . CCRMP and positions

roduc Executive Management Committee L
- Geography and resPJlts are reviewed
« Control environment on a daily basis,

i _ including:

This is reflected in Risk Management Committee - Tenor
authorities & limits which - Volumes
are delegated down as _ »  Costs
recorded in the Front Middle Back ?lnd_ r_epnrted up from the
Counterparty Credit office office office mdj_ﬁdual funct}tms and
Risk Management reviewed by senior
Policy (CCRMP) y management at Board /

Committee level
Book structure reflects strategies as

approved by the Board
Del Egat ed ._ Systems, prncessesland cn_nt_r_c}ls to . .
authorities { manage the trading activities Mﬂllltﬂl‘lllg ﬂlld

reporting



Comparison to best-practice

Bick Identificati Clear Governance Delepated
tification v X  Strochme Authorities v
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The PwC Counterparty Credit Risk Management Framework Benchmark
structure
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Pe3rome xomaHOoul

Konecmanmun Cynaamos

Jupexrop
PykoBozuTENh IPAKTUKH II0 YCIIyTaM B 00J1acTH
Ka3HAYENCTBA ¥ TOBADHO-CHIPHEBBIX PHCKOB

Ten: +7 (495) 967 61 06
E-mail: konstantin.suplatov@ru.pwc.com

KoHcraHTHH fABjsAeTca PykoBoguTeIeM IPaKTUKU KOHCYJIBTAIUOHHBIX YCIIYT
10 Ka3HAUeNUCKUM U TOBADHO-ChIPbEBBIM OllepallisAM U OKa3bIBaeT cojleficTBIe
KJINEHTaM B BEIPAOOTKE MCUEPIIBIBAIONIETO IIOHMMAHNA UX PUCKOB, CBA3aHHBIX
€O Ka3HaueliCKUMU U TOBAPHO-CBIPbEBBIMU OIlepallusAMU Ha PBIHKAX, U
BHezipeHUH 3G (HEKTUBHBIX ONEPAIMOHHBIX MOJieIel 1 GHU3HeC-IIPOIECCOB.

KoHCTaHTHH BXOAWT B PYKOBOAAIIYIO IPYIIILY MEXK/AYHAPOAHOTO KoMmuTtera PwC
II0 ycIyraM B 06J1aCTH Ka3HAYeHCTBa M TOBAPHO-CHIPBEBBIX PUCKOB.

Koncrantun PYKOBOAWJI PAAOM KOHCYJIBTAIITUOHHBIX U ayJUTOPCKHUX IIPOEKTOB
JJIA Ka3HaYeUCKUX onepaum‘/’l, BKJIIO4asd:

. PazpaboTKy cTpaTeruu JjiA KazHayencKoi GyHKITNH,

. VupasyneHnue (GpUHAHCOBBIMH PUCKAMU,

. Pa3paboTKy U cpaBHUTEIFHBIN aHAJIN3 ONEPAIMOHHBIX MOJIEJIEH,

. ONTUMHU3ANMIO ¥ [EHTPAIU3AIUIO IIPOLIECCOB, KOHTPOJIEH, CUCTEM, U

yIIpaBJI€HUA OJE€HEXKHBIMU CPEeACTBAMMU.

o BosBpatenus B MockBy KorcranTtun pabortas 6ostee 14 Jjiet B opucax PwC B
Awmcrepgame u JIOH/IOHE, I7ie COTPYHUYA € BeAyILIUMHI MUPOBBIMHU
KOPIIOpaIUsMH II0 BCEM CeKTOpaM 5KOHOMUKH, B O0JIbIIEN CTelleHN
dokycupysach Ha TOIVTUBHO-9HEPTETHYECKOM CEKTOPE.

O6pa3oeaHue u kearugurayus:

KoHncranTvH uMeer crenedb KaHzaumaTa SKOHOMUYECKUX HAYK I10
crienuaabHOCTH «DUHAHCH M KPEJUT» U JIMIEH3UI0 CEPTU(PUIIMPOBAHHOTO
aynutopa CIIA (CPA).

Aaexcanop IIpoceupakxos

Menezmxep
ITpakTykw 0 ycryram B 06J1acTH Ka3HAYEHCTBA M TOBAPHO-
CBIPBEBBIX PHUCKOB

Texn: +7 (495) 967 60 00
E-mail: alexander.prosviryakov@ru.pwc.com

AnexcaHap AsisAercsa MeHeKepoM IIPaKTUKU KOHCYJIBTAIIIOHHBIX YCIIYT IO
Ka3HAYeHCKUM U TOBAPHO-CHIPHEBBIM OIIEPALIHSAM.

IIpenpiayiye 15 JIET CBOEH Kapbepbl AJIEKCAH/IP IIPOBEJT B MEKAYHAPOAHBIX
MHBECTUI[MOHHBIX OAHKAX, TOPTYs BAJTIOTAMHU, IIPOIIEHTHBIMU CTABKaMHU, & TAKIKe
(UHAHCOBBIMU HHCTPYMEHTAMH ¢ (PUKCUPOBAHHOH JIOXOTHOCTHIO.

AJtekcaH/[p TaKKe OTBeYasI 32 paboTy ¢ KOPIIOPATUBHBIMU KJIHEHTAMH I10
BbINI€YKa3aHHBIM HHCTPYMEHTAM JIJIA X€XKUPOBAHUA BAJTIOTHBIX, IIPDOLIEHTHBIX 1
KPEIUTHBIX PUCKOB, a TaKXKe U151 3D IEKTUBHOTO pa3MelleHus CBOOOAHBIX CPE/ICTB B
Takux 6aHkax kak Citigroup, Standard Bank, UBS Investment Bank u Bank Ypascub.

AJlekcaH/Ip y4acTBOBaJI B pa3paboTKe U 3aKII0UEHUN IEPBBIX JIEPUBATUBHBIX C/IEJIOK B
Poccun B Hauajie 2000X rO/i0B.

Oopas3oeaHue u kearuguxkayusn:

Asekcanzp mosyuui obpazoBanre MBA B New York University (New York, USA), B
London School of Economics (London, UK) u B HEC Paris (Paris, France), a Taxxe ¢
oTinurieM okoHYI PakynbTeT AkoHOMUUYeckux u ComuanbHbix Hayk Poccuiickoit
Axaznemun Hapoguoro Xo3asiictsa u I'ocyiaperBenHo# City»k051 ipu IIpe3ugente PO.

Asnexkcanpp sBisieTcs wieHoM ACI Financial Markets Association u Accormanuu
Kopnoparusasix KazHauees, a Takke nMmeer ceprudukat ®COP 1.0 u FSA Certificate
(UK).
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HacToswmn goKyMeHT He siBnsieTcs odepTon C TOYKM 3peHnst TpeboBaHMII poccuinckoro 3akoHogaTtenbcTea. MNoxanyuncta,
obpaTuTe BHUMaHue, YTO B COOTBETCTBUM C HALUMMMW BHYTPEHHUMMW NONUTUKAMU Mbl Byaem 0653aHbl BbINMOMHUTb PUCK-MEHEIKMEHT
npoweaypbl, CBA3aHHbIE C MPUHSATEM HOBOTO KIMEHTA 1 NMPOEKTa, YTO MOXET NPUBECTU K N3MEHEHUIO 06bema npeanaraembix
Hamu ycnyr. Takve nsmeHeHusi byayT oTpaXeHbl B KOHTPaKTe, MOAroTOBIIEHHOM Hamu rocne Toro, kak Bbl nogTBepauTe cBoto
3aHTEpeCcoBaHHOCTb B MPUBIIEYEHUN HAC AN OKa3aHWs AaHHbIX yCnyr
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