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Consultants in Treasury

Consulting firm advising on treasury and
risk management technology issues

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

Craig Jeffery, Founder & Managing
Partner

Institutional investment advisor
specializing in cash investments, credit
and counterparty risk management and
debt financing

23 years delivering research-driven risk
management solutions for corporations

Ben Campbell, President & CEO
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Agenda

> Introductions

» Strategic Treasurer
» Capital Advisors Group

» Context of Survey Environment

» Survey Findings
» Census information
» Investments
» Counterparty Risk Monitoring or Management
» Debt & forecasting

» Q&A
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Survey goal

To shed light on treasury departments’
efforts to mitigate liquidity risk in
short-term cash investment,
debt and forecasting practices.
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Context: Previous Years

[ 2011 “Retrenching”] [2012 "Ready for Action”] [ 2013 “"Bank Exposures” ]

( Financial Crisis > ( Regulations Revie@ ( FDIC Adjustments >
( TARP Funds > ( Ratings Watch :> ( Additional Focus on Many Iter@

(G N [~ YA .. . )
LN CEEUE N [ Caution and Conservatism _ “Surprising Complacency with Bank
] ) » “Cautious, But Ready to Act”
Mindset in the New Normal Exposures”
& AN A J
¢ Financial crisis fresh on (e FDIC insurance changes \fe FDICinsurance dropped from Unlimited to
the mind e Pending money market fund $250,000
Context e Tightened and selectively regulations (5%, Floating, e Dodd-Frank
loosening credit markets NAV, Capitalization) e Bank deterioration continues
& AN AN J
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What we’ ve learned in 2014

» Treasury and financial professionals appear to have begun to control bank

exposures
» Decrease in bank deposits

» Firms seem to have increased the pace at which they negotiate and
renegotiate credit facilities and to have structured debt and credit facilities
with multiple maturity dates

» Short-term cash forecasts appear to have become less reliable, especially for
smaller companies

» Ongoing calibration of investment policies
» 66% of firms have updated their investment policy within the past two years
» More firms are setting limits for uninsured bank deposits

» Organizations do not appear to have formal counterparty risk exposure

policies or frameworks in place
» Apparent difficulties aggregating, analyzing and monitoring counterparty exposure
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What are your company s annual revenues?

M2013 M2014

25% 24%
2013 2014 2206 2206
47% 22%

20% 53%
15%
10%

5%

o%
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What is your job title?

35%
30%
25
20%
15%
10%
5%
o%
CFO Treasurer Assistant VP Director/Manager, Treasury Manager, Controller Other
Treasurer Finance/Treasury CashlInvestments Treasury Analyst,
Cash Manager,
Cash Analyst
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How many people are in your treasury department?

45%

M 2014
M 2013

39%  39%

40%

35%

30%

25%

20%

15%

10%

5%

0%

More than 25 11-25 7-10 4-6 1-3
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Has the staffing in your treasury department changed in the
past two years?

2013 MW 2014

80%
70%0

60%

;0%

30%
20%0

10%

0%

Decreased Increased No Change
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Which answer best describes the ability to forecast short—
term cash?

70%

60%

0%

£0%

30%

20%

10%

o%

H2013 2014

Forecast highly Forecast moderately Forecast highly No formal cash flow forecast
accurate/reliable accurate/reliable inaccurate/unreliable

((CAPITAL 9 srmurecrc
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Which answer best describes the ability to forecast short—
term cash?

m Small companies  m Large Companies

70%
61%

60% 58%

5o%

40%

30%

20%

10%

o%

Forecast highly Forecast moderately Forecast highly No formal cash flow
accurate/reliable accurate/reliable inaccurate/unreliable forecast

(CAPITAL 9 sresrecic
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When did you last update your corporate investment policy?

29%

24% 24%

We donot Idon'tknow Greaterthan Withinthe Withinthe Within the
have an 2 years past 2 years pastiz past6
investment months months
policy

((CAPITAL 9 srmurecrc
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If updated in the past two years, how was your policy revised?
(Select all that apply)

2013 M 2014

35%0

30%

25%

20%

15%

10%

5%

0%
Lowered Reinstateduse  Shortened wved asset  Lengthened Raised Restricted Added asse
minimum credit  of money allowable 2 allowable  minimum credit purchases of classe
rating market fund maximum maximum rating specific, more
requirements portals maturities maturities requirements  risky securities
ADVISORS GROUP TREASURER
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If updated in the past two years, how was your policy revised?
(Select all that apply)

m Small Companies M Large Companies

35% 33%
32% 31%
30%
30%
25%
20%
16%
15% 15%
a, a,
15% 13% 14%
11% 11% 11%
10% 9% 9% 9%
7% 7%
6%
5% 4%
2%
0%
Lowered Reinstated  Shortened Other Removed Lengthened Raised Restricted Added asset None
minimum use of money allowable asset dasses  allowable minimum  purchases of classes
credit rating market fund  maximum maximum  credit rating specific, more
requirements  portals maturities maturities requirements risky
securities
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What U.S. investment channels are used for short—term funds®?

(Select all that apply)

go%
8o%
70%
60%
5o%
40%
3000
20%

10%

o%

M 2013 M2014

{
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What off-=shore investment channels are used for short—term
ﬁlndS? (Select all that apply)

N 2013 W2014

60%

5o%

£,0%

30%

20%

10%
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Surprising complacency to bank exposures

2008 Moody's Ratings
Top 20 U.S. Banks

25%
20%
15% 15% 15%
10%
0% 0%
A 0% 0% A
Aaa Aal Aa2 Aa3 Al A2 A3 Baal Baa2 Baa3

((( c A P I TA I. %\STRATEGIC Source: Moody’s Investor Services
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Surprising complacency to bank exposures

2014 Moody's Ratings
Top 20 U.S. Banks

30% 30%
20%
5% 5%
0% 0% . . 0% 0%
Aaa Aal Aa2 Aa3 Al A2 A3 Baal Baa2
. STRATEGIC Source: Moody’s Investor Services
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What is the maximum dollar value exposure your investment
policy allows for uninsured bank deposits?

2013 H2014

o%

No policy limits >%10 million $6 - $20million  $3-%$6million  $1-3%3 million <$1 million

((CAPITAL 9 srmurecrc
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What is the minimum credit rating your investment policy allows
for uninsured bank deposits?

W2013 W2014

30%0

%
25%0 4 23%0

20%

18%
20% 16%

15%0
10%

5%

o%

(CAPITAL 9 sresrecic
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For each of the following investment channels, indicate whether
the average maturity has lengthened, shortened, or remained
UnChanged. (Select all that apply)

mUnchanged ™ Shortened M Lengthened

Registered Investment Advisors/Separate Accn't

Corporate Debt (i.e. direct purchases of CP)

39%
Government Securities
Municipal Securities
Asset-backed Securities
o% 5% 10% 15% 20% 25% 30% 35% 40% 45%

(CAPITAL 9 sresrecic
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From which of the following possible channels does your company
collect and review total counterparty exposures in aggregate?
(Select all that apply) Money Market Funds plus...

60%

53%
5o%

£,0%

30%

20%

10%

o%
Letter of Credit  Direct Securities ~ FX Counterparty Do Not Collect Credit Facility Bank Deposits
Counterparty Held Exposure Aggregated
Exposure Exposures

(CAPITAL 9 sresrecic
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What do you believe is most urgently needed to help you better

manage your risks to various counterparties?

40%
35%
30%0
25%
20%
15%

10%

34%
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Indicate the level of frequency for which you have visibility

(systematically) to various counterparties

mDaily mWeekly mMonthly mQuarterly

60%

o 10% 30% 40% 5o%
23%
6%
Vendors: Major Suppliers
10%
4%
23%
Customers: Major Customers
42%
Banks: FX, Commedity, IR Derivatives
34%
Credit: Medium/Long-Term Debt
5%
51%
3%
Credit: CP, Line of Credit
14%
5%
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Those who answered “Not Applicable” not shown in graph.

Due to rounding, totals may not equal 100%.
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Indicate the level of frequency for which you have visibility
(systematically) to various counterparties

W Daily mWeekly m Monthly ® Quarterly

o% 10% 20% 30% £4,0% 50% 60% 70% 8o0% g0%
29%
3%
Investment: Separate Accounts
10%
%
24%
4%
Investment: Pension/Retirement Funds
16%
6%
46%
5%
Investment: Directly Held Investments
10%
3%
70%
4%
Investment: Money Market Funds
5%
3%
77%
1%
Investment: Bank Balances
6%
4%
k« C A P I TA I_ STRATEGIC Those who answered “Not Applicable” not shown in graph.
ADVISORS GROUP TREASURER Due to rounding, totals may not equal 100%.
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Indicate the level of detail for which you have visibility
(systematically) to various counterparties.

Vendors: Major Suppliers

Customers: Major Customers

Banks: FX, Commodity, IR Derivatives

Credit: Medium/Long-Term Debt

Credit: CP, Line of Credit

0%

50%

HFull W Partial Incomplete
5% 10% 15% 20% 25% 30% 35% 40% 45%
17%
13%
1%
19%
12%
12%
43%
4%
9%

45%

45%
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Due to rounding, totals may not equal 100%.
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Indicate the level of detail for which you have visibility
(systematically) to various counterparties.

Investment: Separate Accounts

Investment: Pension/Retirement Funds

Investment: Directly Held Investments

Investment: Money Market Funds

Investment: Bank Balances

ol

10%

20%

mFull mPartial

30%

Incomplete

£0% $o% 60%

70%

80%

71%

{
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Those who answered “Not Applicable” not shown in graph.

Due to rounding, totals may not equal 100%.
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Which counterparty exposures are governed by a specific exposure policy
and/or a risk framework? (Select all that apply)

54%
Investment: Bank Balances
15%
57%
Investment: Money Market Funds
13%

) 42%

Investment: Directly Held Investments
12%
. . 24%
Investment: Pension/Retirement Funds
18%
22% i i
Investment: Separate Accounts m Specific Policy
22%
24% M Risk Framework
Credit: CP, Line of Credit
23%
. . 35%
Credit: Medium/Long-Term Debt
16%
. A 36%
Banks: FX, Commodity, IR Derivatives
19%
. 15%
Customers: Major Customers
26%
. . 14%
Vendors: Major Suppliers
24%
0% 10% 20% 30% 40% 50% 6o%

((CAPITAL g srasrecrc
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What types of data do you use to calibrate counterparty risks?
(Select all that apply)

Hz2013 H2014

g90%
83%
8o%
70%
60%
5o%
40%
30%
20%
10%
o%
NRSRO Industry Ratings Market-Driven Historical ~ Financial Model Country Level  Investment Predictive Entity None Other
{(Moody's, S&P, Scores (e.g.,  Scores - Entity Ratings - Ratings (instrument  Scores - Entity  Hierarchical
Fitch) CDS Ratings) Various Models level) Ratings - (e.g., Financial Data
for Banks for Non-NRSRO Stress)
Companies

(CAPITAL 9 sresrecic
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Rank the determining factors in the money market fund selection
process

Determining Factor Ranking

1= Least Determining Factor;
100% 6 = Greatest Determining Factor
14% 11%
90% 21% 14%
32%

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

0%

Internal Risk Third-Party Risk Credit Rating  Fund Assets Under Yield Banking
Analysis Analysis Management Relationship
H]1 m? m3 m4 W5 "6

(CAPITAL 9 sresrecic
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When was your most recent negotiation or renegotiation of your
credit facility?

2011 m2012 M 2013 M2014

35% 33%
30%
25%
20%
15%
10%

506

0%

Within six months Six months to one year One year totwo years More than two years We do not have a credit
facility

((CAPITAL 9 srmurecrc
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When was your most recent negotiation or renegotiation of your
credit facility?

m Small Companies m Large Companies

45%0

39% 39%

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

5%

0%

Within six monthsSix months to one One yeartotwo More thantwo We donot havea
year years years credit facility

((CAPITAL g srasrecrc
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With regard to loan covenants,

did you have:

We had the same number of loan covenants

We had less loan covenants compared to the
last time we negotiated

We had more loan covenants than our last
facility

We do not have a credit facility or debt

o%

56%0
28%
8%
7%
1000 2000 330 40 SoW  6o%

( CAPITAL _
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With regard to loan covenants, did you have:

56%

We had the same number of loan covenants 27%

54%

We had less loan covenants compared to the
last time we negotiated

m 2014
W 2013
m 2012
We had more loan covenants than our last
facility 2011

10%

Net Decrease in Covenants

20%

g

208 201
w3m?

22% o I

m2ma

We do not have a credit facility or debt

0% 5% 10% 15% 0% 5%

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

(CAPITAL 9 sresrecic

ADVISORS GROUP TREASURER Due to rounding, totals may not equal 100%.
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What types of loan covenants were added or changed in your
most recent debt/credit facility?

N 2013 M2014

45%
42% 42%
40%
35%
30%
25%
20%
15%
10% 9% g%
6%
%
5 2% 3%
o%
o%
Other Financial ratio Requiring other Restrictions on Restrictions on ABL Pledge of more Additional fees LIBORFloor No additional or N/A
requirements banking cash cash requirements  security or all fewer loan
(additional or business investments -  investments - assets covenants
more restrictive) concentration or instruments

diversification

(CAPITAL 9 sresrecic
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Which answer best describes the maturity dates of your credit

facilities and other types of debt?

W 201, MW 2013

We have no credit facility/debt

We have one piece of debt and one maturity date

We have more than one maturity date/period

We intentionally try to stagger when our facilities
mature

o 5% 210% 15% 20% 250 30% 3% 40% 45%
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Do you actively monitor your credit counterparties (debt,
consolidations)?

No

Informally and occasionally

Formally

Formally and it is a significant factor in our
relationship decisions

0% % 10% 15% 20% 25% 30% 3% 40% 45% £o%

((CAPITAL 9 srmurecrc
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Summary of 2014 Survey
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Prize Winners

Surface Pro: Chris Smither

Runner up prizes: Julie Hajny, Jurek Pieczonka

Thank you for your participation in this year’s Liquidity Risk Survey!
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Q&A
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Webinar:
2014 Liquidity Risk Survey Results

“The Delay Factor”

Ben Campbell, President & CEO, Capital Advisors Group
| 617.630.8100

Craig Jeffery, Managing Partner, Strategic Treasurer
| 678.466.2222

Administrative Support: Daniel Wilkinson —
Katelyn Gibbs -
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Disclosure Statement

Certain information contained in this presentation has been obtained from outside sources which we believe to be reliable; however, we make
no representation as to its accuracy or completeness. Nothing contained in this report should be construed as a solicitation or offer with respect
to the purchase or sale of any security. All information is subject to change without notice. Graphical representations may not be drawn to

precise scale. Percentage figures are rounded.

Please keep in mind this material is protected by copyright. ALL RIGHTS RESERVED. REPRODUCTION IN WHOLE OR IN
PART WITHOUT PERMISSION IS PROHIBITED.

Intellectual Property

Materials and intellectual property found in this document are protected by copyright and other intellectual property laws and treaties in the
United States and worldwide. Trademarks, service marks and logos used on websites of Strategic Treasurer LLC and Capital Advisors Group
are registered and unregistered trademarks, subject to the laws of the United States and other countries worldwide. Trademarks, service marks
and logos used on these websites that have been provided by others are the property of their respective owners. You may not copy, modify,
store, transmit, reproduce, or distribute any part of the information or content of or trademarks, service marks or logos used on these websites
without the specific written consent of Strategic Treasurer LLC, Capital Advisors Group or their respective owners.

No Legal, Accounting, Finance or Investment Advice
Content of this document should not be construed to be legal, accounting, finance or investment advice. Users are responsible for obtaining
their own competent legal, accounting, finance and investment advice from qualified providers at their own expense.

© 2014 Capital Advisors Group, Inc. All rights reserved. This presentation may not be reproduced or distributed without CAG’s prior written

consent.
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