2016 Liquidity Risk
SURVEY RESULTS

brought to you by

TR EA 5 U R ER
Consudt, i Treasur ry

S STRATEGIC k(( CAPITAL

ADVISORS GROUP



Speakers O

Craig Jeffery

>%& STRATEGIC .
2 Founder & Managing Partner

/7 TREASURER
Consalhants in Treasury Consulting firm advising on treasury, financial

risk and risk technology issues

12 years serving corporate, government,
education and not-for-profit institutions

Ben Campbell
CEO

SEC-registered investment advisor specializing
in institutional cash investments, risk
management, and debt financing

\ CAPITAL

ADVISORS GROUP

Over 25 years serving early- and late-stage
companies, corporations, institutions of higher
education, non-profits, and municipalities

Proprietary & Confidential: Strategic Treasurer © 2016



Survey Goal and Annual Themes

Webinar: 2016 Liquidity Risk Survey

2016
2015

2014:
2013:
2012:
2011:

: “lgnoring Bank Exposures”

: “"Waiting & Evaluating”

"The Delay Factor”

"Surprising Complacency to Bank Exposures”
“Cautious, But Ready to Act”

"Caution & Conservatism — Retrenching”

Survey Goal

To shed light on treasury departments’
efforts to mitigate liquidity risk in
short-term cash investment,

debt and forecasting practices and changes over time.
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Liquidity Risk Survey: History (2 years)

2011 - 2014

2016 Liquidity Risk Survey

[ 2015 "Waiting & Evaluating” ] 2016 "Ignoring Bank Exposures”

[2014 “The Delay Factor”
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Environment for Liquidity Risk

Global Economic Malaise

» Fed holds off on raising short term rates
» Headline CPI: World (Mar): 2.6%; Advanced

Economies (Mar) 0.6%; Emerging Economies:
(Feb): 6.0%

MMF Reform
Basel III and Dodd-Frank

Backdrop is changing dramatically
and behavior may not be changing
in parallel

4. Supply of Securities

GDP: World 2015Q4: 3.0%; Advanced Economies
2015Q4: 1.6%; Emerging Economies 2015Q4:
4.4%; US 2016Q1: 2.0%

Unemployment: US (Mar): 5.0%, Euro Area (Mar):

10.2; Canada (Mar) = 7.1; Japan (Mar): 3.2%, UK
(Jan) = 5.0%

Financial CP Outstanding
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SURVE
DEMOGRAPHICS

Proprietary & Confidential: Strategic Treasurer © 2016



INDUSTRY

What is your organization's main industry?

Academic (schools, universities)

Banking

Insurance

Financial Services (non-banking, non-insurance)
Financial Technology Provider

Communications / Media / Information Provider
Energy / Utility / Petroleum

Government

Hospitality / Travel / Transportation
Information Technology

Manufacturing

Non-Profit

Retail / Wholesale / Distribution

Business Services / Legal / Consulting
Healthcare / Hospital / Health Services
Construction

Service Industry

Other

(2016)

0% 5% 10% 15%

m 1%
I 7%
I 6%
I 5%

- 1%

. 2%
I 3%
I 2%
I 6%
. 2%

20%

25%

e 23%

. 2%

— 10%

m 1%

—— 8%

I 3%

2%
I 13%
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ANNUAL REVENUE

What is your company's annual revenue?
(2016)

Greater than $108 [ 20%
$2.58-10B | 26%
$18-2.58 N 17%
$500MM-1B I 14%
$100MM-500MM . 16%
Under $100MM N 3%

0% 5% 10% 15% 20% 25%
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LOCATION

Eastern Europe
Western Europe
Asia Pacific
Americas

Middle East

Which region(s) does your company operate in?

(Select all that apply) (2016)

I 32%

I — 54%

I 51%

I 98%

I 22%

Africa NN 22%

0%

20%

40% 60% 80% 100% 120%

In what region is your organization headquartered?
(2016)

Asia Pacific | 1%
EMEA (Europe / Middle East / Africa) [ 8%
Latin & South America | 1%

North America (Canada / US / Mexico) [ 90%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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ROLE

What is your role?
(2016)
0% 5% 10% 15% 20% 25% 30% 35%

CFO I 8%
Treasurer I 24%
Assistant Treasurer I 12%
Treasury Manager, Cash Manager I 32%
Treasury Analyst I 15%
Controller ™ 1%
Other I 8%
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TREASURY STAFFING SIZE

How large is your global treasury organization,
including analysts? (2014-2016)

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

DL 9%
3orfewer | I— 3%
—— 38

S 20%
s I 26
I 2%

S 1%
I 7%
I 12%

S 15%
I 11%
I 16%

S 8%
I 8%
I 12%

7-10

11-25

More than 25

3 year trend of larger treasury staff
(12%-15% have a net increase)

How has the staffing in your treasury

=204 department changed in the past two years?
2015 (2014-2016)
m 2016

0% 10% 20% 30% 40% 50% 60% 70%

-
£

m 2014
L 3%
m 2015
increased N 264
L %
Decreased - 14%
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Seven Key Things We Learned From the 2016 Survey (i)

Ignoring Bank Exposures

1.  Treasury and financial professionals have not materially changed their exposure
to Bank Deposits in the wake of significant ongoing changes in banking
regulation

2. Survey results indicate a significant portion of Treasurers are going to leave
Prime Money Funds, but an even larger portion don't yet have a plan to deal
with Money Fund reform.

Areas of Progress and Items to Note

3.  Ongoing calibration of investment policies:
« Fewer firms have updated their investment policy in the past 2 years
« More firms are setting limits on uninsured bank deposits

4.  Investment policy latitude continues to expand in an environment of continued
supply contraction

5.  Progress has been made on risk frameworks and policies governing
counterparty risk exposures and investments

6.  Firms have diversified their maturity dates for their credit facilities as banks
reduced loan covenants and increased asset backed lending requirements

7. Notable multi-year trends. Staffing increases and fewer loan covenants



Regulatory Summary (14

MMF Reform

» Floating NAV

» Fees and Gates

« Institutional Only

Basel III
« Liquidity Coverage Ratios

Impact

* Risk reward profiles evolving
* Credit

* Returns

« Utility of money funds



Bank Deposits — Liquidity Coverage Ratio Changes (15

After Implementation

Before Implementation
100%

90%
80%
70%

|
|
|
|
1
1
|
|
|
l
1
ﬂ 1
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2 ’ I 75%
30% | 60%
1
20% I
|
10% |
0% :
All Deposits : Retail Institutional Operating Institutional Non - Op. Institutional Non - Op.
' Corporate Financial

Deposits are more expensive for banks to offer

Relative returns are likely to decline vs. other investment channels not impacted by
liquidity coverage ratios

Source: US Basel Ill



MMDA Rates vs. Overnight Gov't Repo Rates & 30D A1/P1 CP
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Sources:

MMR — FDIC weekly national money market rates for deposits greater than $100,000. Link

Repo — Overnight General Collateral Repo rate backed by government collateral from Bloomberg (Index: USRG1T)
30-Day CP — 30-day non-financial corporate CP rates from Bloomberg (Index: DCPO30D)


https://www.fdic.gov/regulations/resources/rates/previous.html

Ignoring Bank Exposures
Treasurers have not materially changed their exposure to Bank Deposits in
@ the wake of significant ongoing changes in banking regulations

In the past year, what U.S. (domestic) investment channels did you use for short-term funds?
(Select all that apply) (2016)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Bank deposit (DDA, Sweep, MMDA) |y 77%
Certificate of Deposit [INNEGEGEEEGEGEGEGEEEEEE 3%
Money Market Fund - Direct [N 34%
Money Market Fund - Independent Portal [ 8%
Money Market Fund - Bank Portal [N 7%
Registered Investment Advisor/Separate Account [ 10%
Corporate Debt (i.e. direct purchases of CP) [IIINNEGEE 15%
Government Securities [NNINIGIGIGEG 17%
Municipal Securities [l 6%
Short Term Bond Fund [ 10%
Asset-Backed Securities [l 5%
Variable Rate Demand Notes [l 4%
Repurchase Agreements [l 5%

Other I 8%



Ignoring Bank Exposures

A significant portion of Treasurers are going to leave Prime Money Funds, but
‘ an even larger portion don't yet have a plan to deal with Money Fund reform @

When did you last update your corporate

Within the past 6 months

Within the past 12 months

Within the past 2 years

More than 2 years ago

| don't know

We do not have an
investment policy

investment policy?

(2014-2016)

0% 5% 10% 15% 20% 25% 30%

U a1
I 17%
I 19%

S 1%
I 25%
I— 25%

S 4%
I 19%
L

S 6%
I 17%
I 24%

I 8%
N 6%
I 2%

S 9%
. 7%
I 12%

w2014
W 2015
W 2016

With the pending change to institutional prime
money market funds, to floating NAVs and the
adoption of fees and gates on withdrawals in times of
stress, how will your current investment channels
change? (Select all that apply) (2016)

Stay in floating prime funds (no
change)

Move to or increase investment in
stable-NAV government funds

Purchase individual securities

Move to or increase investment in
separate accounts

Move to or increase investment in
bank deposits (DDAs, MMDAs)

Move to or increase investment in
CDs

Don't know yet

0% 10% 20% 30% 40%  50%
I o5
I
B 0%

.

B
e
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Ignoring Bank Exposures

A significant portion of Treasurers are going to leave Prime Money Funds, but
an even larger portion don't yet have a plan to deal with Money Fund reform

70%

60%

50%

40%

30%

20%

10%

0%

Which investment options are you investigating to replace
prime money funds? (Select all that apply) (2016)

19%

Separately
Managed
Accounts

9%

Extending
Maturities

9%

60-Day Money
Funds

5%

Extending
Credit

65%

None of the
Above

3%

Other



Progress and Items to Note
Ongoing Calibration of Investment Policies

What revisions have you made to your
corporate investment policy in the past 2
years?

(Select all that apply) (2016)

Shortened allowable maximum
maturities

Lengthened allowable
maximum maturities

Restricted purchases of specific

more risky securities

Added asset classes

Removed asset classes
Reinstated use of money
market fund portals

Modified money market fund
language to reflect new...

Raised minimum credit rating
requirements

Lowered minimum credit
rating requirements

None

Other

0%

Bl 2%
Bl 9%
B 3%
B 3%
B %

B 5%

Bl 2%
B 5%

B %
N 49%
Bl 2%

10% 20% 30% 40% 50% 60%

What is the maximum dollar value exposure to uninsured bank
deposits allowed by your investment policy?
(2013-2016)

<$1 million

S1 -3 million

$3 - 6 million

$6 - 10 million

>$10 million

No policy limits

0% 10% 20%

I 14%

S 26%
I— 24%

I 22%

Bl 2%
3%
Bl %
. s

Bl 2%
2%
Bl 5%
B 2%

B 5%
T 5%
B 6%
B 2%

I— 22%

S 28%

I 12%
I 15%

T 51%
I 36%
A 49%
IR 525

W 2013
w2014
W 2015
W 2016



Progress and Items to Note
Investment Policy Latitude Expansion in an environment of continued supply
‘ contraction

What is the minimum credit rating for uninsured bank deposits allowed by your company's
investment policy? (2013-2016)

28%
23%3%
20%
18%
18% ?
0,
16% 17% 16%
15%
14%
13%
10% 10%
9% 9% 9% 9%
7% 8% 8%
7%
6% 6% 6%
5% 5%
3% 3 3% 3 4% - ° N 4%
(] 30/ O (]
2%
AA

No policy BBB+ A-
requirement

24%

30%

25%

20%

15%

10%

5%

0%

m 2013
m 2014
m 2015
H 2016
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Progress and Items to Note

Progress on Risk Frameworks and Policies: Counterparty Risk and Investments

Do you actively monitor your credit counterparties (debt,

8%

5%

Formally and it is a significant
factor in our relationship
decisions

consolidations)? (2015-2016)

27%

I 19%

Formally

0,
46% 45%

Informally and occasionally

22%

N

28%

0o

50%

45%

40%

35%

30%

25%

20%

15%

10%

5%

0%

m 2015
m 2016



Progress and Items to Note
Maturity Date Diversification on Debt

Which answer best describes the maturity dates of your credit facilities and
other types of debt? (Select all that apply)
(2012-2016)

0% 5% 10% 15% 20% 25% 30% 35% 40%  45%

I 24%

- JEuz
We have no credit facility/debt [T 139

. 16%

I 15%

P 21%
A 33%
We have one piece of debt and one maturity date [T 17%
— 33%
I 23%

I——— e
E—— 24

We have more than one maturity date/period [ 41%
I— 29%
e 59%

I— 27
e o
We intentionally try to stagger when our facilities mature [ 34%
— 2%
— 9%
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Progress and Items to Note
Two Interesting Multi-Year Trends

3 year trend of larger treasury staff
(12%-15% have a net increase)

No change

How has the staffing in your treasury
department changed in the past two years?

(2014-2016)

0% 20% 40% 60%

SO s5%
I—— e0%
I 56%

S 0%

Increased [N 26%

I 28%
S 15%

Decreased [ 14%

2016
2015
2014
2013
2012
2011

B 5%

80%

m2014
m 2015
m 2016

NET PERCENTAGE DECREASE BETWEEN FEWER LOAN

VS MORE LOAN

I 0%
I 0%

. 2 0%

. 01 Y%

I 8%,
I 13%

0% 5% 10% 15%

20%

With regard to recent loan covenants, would you say:

(2011-2016)

54%4«y 54%

7%
28%

125 4% 5% 24%
0 0%
2% 12% 11%0

9%8% 0%
%

We do nothavea We had moreloan We had the same We had fewer loan
credit facility or debt covenants thanour  number of loan  covenants compared
last facility covenants to the last time we
negotiated

6 years of fewer loan covenants
(8-21% net decrease)

25%

60%

50%

40%

30%

20%

10%

0%

2011
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m 2013
w2014
W 2015
m 2016



Poll Question Speed Round (2 )

1. Do you have a plan to change your investment channels?
Yes
Not yet, but we expect to within two months
Not yet, and no real plans to

2. Which investment options are you investigating to replace prime money funds? (Select all that apply)
Separately Managed Accounts
Treasury & Government Money Funds
Extending Maturities
60 —Day Money Funds
Extending Credit
None of the Above
Other

3. In the next year, do you expect there will be a movement of power from the borrower to the lender in credit
relationships?

Definitely Not ( - -)
Probably Not (-)
Neutral or Unsure
Probably (+)
Definitely (++)



Four Action Items

@ Parking Liquidity. Develop a written plan for
where you will move excess funds currently parked
in bank deposit accounts and money funds

« Developing opportunity costs

« Changing risk profiles

Monitor Counterparties. Create a clear process
for managing and monitoring counterparty
exposure beyond NRSRO. Monthly reporting.
Alignment with Investment Policy

Diversify Debt Intentionally. Be deliberate with
diversification of your credit maturity dates

Targeted Benchmarking. Benchmark treasury
staffing and investment/debt practices annually. Use
that to help secure better tools and the proper level
of resources.

2® ®
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Final Poll Question

4. Were you a respondent to this survey? (2016 Liquidity Risk Survey)
Yes
No, and | feel guilty
No, and | don’t feel guilty






Prize Winners

>Christianne Curran won an iPad Air
>I\/Iarcus Rogier won a Fitbit

Thank you for participating in our survey!!

Disclaimer: Apple and Fitbit are not participants in or sponsors of this promotion.



Office
525 Westpark Drive, Suite 130
Peachtree City, GA 30269

Office

29 Crafts Street, Suite 270
Newton, MA 02458

Web

www.strategictreasurer.com

Email Phone
craig@strategictreasurer.com +1 (678) 466-2222
Email Phone
bcampbell@capitaladvisors.com 617.630.8100
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Disclaimer

Any projections, forecasts and estimates, including without limitation any statement using “expect” or “believe” or
any variation of either term or a similar term, contained herein are forward-looking statements and are based upon
certain current assumptions, beliefs and expectations that Capital Advisors Group (“CAG”, “we” or “us”) considers
reasonable or that the applicable third parties have identified as such. Forward-looking statements are necessarily
speculative in nature, and it can be expected that some or all of the assumptions or beliefs underlying the forward-
looking statements will not materialize or will vary significantly from actual results or outcomes. Some important
factors that could cause actual results or outcomes to differ materially from those in any forward-looking
statements include, among others, changes in interest rates and general economic conditions in the U.S. and
globally, changes in the liquidity available in the market, change and volatility in the value of the U.S. dollar, market
volatility and distressed credit markets, and other market, financial or legal uncertainties. Consequently, the
inclusion of forward-looking statements herein should not be regarded as a representation by CAG or any other
person or entity of the outcomes or results that will be achieved by following any recommendations contained
herein. While the forward-looking statements in this report reflect estimates, expectations and beliefs, they are not
guarantees of future performance or outcomes. CAG has no obligation to update or otherwise revise any forward-
looking statements, including any revisions to reflect changes in economic conditions or other circumstances arising
after the date hereof or to reflect the occurrence of events (whether anticipated or unanticipated), even if the
underlying assumptions do not come to fruition. Opinions expressed herein are subject to change without notice
and do not necessarily take into account the particular investment objectives, financial situations, or particular
needs of all investors. This report is intended for informational purposes only and should not be construed as a
solicitation or offer with respect to the purchase or sale of any security. Further, certain information set forth above
is based solely upon one or more third-party sources. No assurance can be given as to the accuracy of such third-
party information. CAG assumes no responsibility for investigating, verifying or updating any information reported
from any source other than CAG. Photocopying or redistributing this report in any form is strictly prohibited. This
report is a confidential document and may not be provided or disclosed to any other parties than the intended
recipient(s) without the prior written consent of CAG.



