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Agenada

-Benefits of Forecasting
-Criticall Success Factors
-Common Forecasting Problems
-Methodologies

-Best Practices in Working Capital
Management
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Benefiis off CashElowW Eerecasiing

-Lower Borrowing Costs
-Greater Investment Income
-Lower Cost of Capital
-Satisfied Lenders/ Analysts
-Management Discipline /Tools
-Early Warning System
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BEREliS e CasihiNEeecASHY(2)

May 2007-Dubai

eAnticipate Financing Needs

eImprove Investor/ Lender Confidence
eImprove Working Capital Management
eInvest Cash in Business

eReduce Credit Facility Dependency
eBetter Decision Making

Minimize Interest Expense

eReduce Cash Volatility



CasEerEeCASHNENTBIHZONS

¢ Short-Term

¢ Medium-Term Forecasting

¢ Long-Term
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Cash Flow Components & Degree of
Certainty

¢ Operating
Financing
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ISSUES] thiat Canlmpaci=erecasi
el

-Data Quality

-Availability of Data
-Confidence Decay over time
-Timeliness of Reporting
-Treasury Resources
-Interpretation of Forecasts
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Eeecastine IVIeiieeeleay,
Direct Viethed

o Recelpts and! Dishursements) Eerecast
+ Receipts Schedule
+ Disbursements Schedule
+ Completed Forecast
o Distribution Ferecast
+ Simple Average
+ Regression Analysis
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EelecastineVieiiieee)eay,

Indirect Method

o Typical for mid-to leng-term: horzens

0 May Noet Pick up Short-term Eluctuations in Cash
Flows

a0 Pro Forma Financial Statements based on a %, of
Revenue Method

LForecast P&L/BS

ODetermine Impact on Cash of the Forecasted IS
and BS Changes

o Measures Change in Cash over the Period and Is not used
for Daily Cash Position Setting
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CommenrCashrEorecastineiRialisial
EVER/ SIER O HENPIOEESS

Poor Data

Ineffective Technolegy
Inconsistent Assumptions

Junior Level Responsibility

Lack of Accountability

Lack of Treasury BU Collaboration
Misaligned Incentives

® & 6 ¢ 6 O o
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Critical Success Factors

-Focus on Relevant Items

-Efficient , Systematic Data Flow
-Relevant and Consistent Forecast Horizon
-Understanding Cash Flew Volatility

-A High Degree of Organisational Eecus and
Alignment Behind Cash As a Key
Perfermance: lndicator
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Creating the Right Organizational Behavior
Establish Targets for Net Debt

May 2007-Dubai



a

CrticallSUCCESS EACIONSNZ)

Optimize forecast process methodolegy ,data
access and compilation and related systems
architecture.

Develop effective variance analysis
methodologies

Ildentify and monitor key business drivers and
Incorporate them into an; early warning system
that allows management to identify forecast
shortfalls and take corrective actions .

Develop communication channels between
Finance and the “owners” of individual’ cash flows

Strive for continuous Improvement
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Best Practicestiomieastiinacn\Voipgiezpicl
VignaeemenEs

o Consolidate Cash Management Banking Partners

o Create a Centralized Cash Management Structure that
Serves Global Needs

o Improve Investment Yields at the Lowest Risk and Cost
o Automate Invoice and Remittance Processing

o Leverage Compliance Efforts in Process Improvement
Opportunities
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Best Practicestiomieastiinacn\Voipgiezpicl
VianaeEmeninz)

o Review the Cash Management Structure Regularly

o Maintain an Open Line Communication with Suppliers
Regarding Payment Matters

o Manage Payment Timing and Terms to Maximize Company
Cash Flow

o Shift the Focus of the Finance Staff to Value Adding A/P
activities

o Focus Priority Attention on Distressed and Delinquent
Accounts
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Best Practicestiemireastinacn\Voeripgiezpiiel
ViEl2eEMmeEni(S)

o Monitor Financiall Exposure and the Effectiveness
of Risk Management Strategies

o Strive to Reduce the Cost of Capital en an
Ongoing Basis

a0 Explore Alternative Financing Sources
Continuously.
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Beneiits of mpreVinaniieastunAs\WiE
PIOCESSES)

v Operational Effectiveness in A/P' & A/R frem Easter
Processing Time

v Decrease the Risk of Over-funding Payables and
Maintaining Excess Balances

v Increase Access to Funds to sustain Operation or Finance
Additional Capex

v Lower Bank Charges-Improved Information Elow with
Banking Partners

v Redeploy Staff from Mundane Tasks inte Increased
Availability for Professional Cash Management Activities
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