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“I grew up in Landhut, a medieval
German town, close to Munich.
After high school, I decided to visit
Maastricht, which seemed to be the
perfect city for a bachelor student –
not to big, not too small. During the
last ten years, however, I have spent
most of my time in international
locations like Singapore, Hong Kong,
Beijing, New York and Milan for
either work or studies. Ending up in
treasury hasn’t been a coincidence,
as I have always been interested in
financial markets.
My professional career started in 2003 with some
banking trainings at HypoVereinsbank in Munich
and Milan, focusing on corporate banking. In 2009,
I worked at Daimler AG as a project coordinator on
the corporate treasury and finance side. It was there that I took my first steps in funding strategies,
risk management for financial services entities,
cash flow planning and credit risk management.
After Daimler, I joined BMW Group’s Treasury Center in Singapore. As part of the front office, I was
treasurer for manufacturing, sales and financial
services entities in Singapore, Thailand and India.
Also, I was authorized dealer for the APAC region,
dealing derivatives for all APAC markets. In parallel
to my masters studies, I tested the business case
for an FX risk management outsourcing idea in
Hong Kong.
Since January, I work at the Zanders office in Switzerland, advising both corporate and public clients
– mainly NGOs. This job offers me the opportunity
to complete my treasury expertise with topics
which I did not engage in during my previous treasury related jobs. In general, once committed to
something, Germans have the mentality to deliver
over a hundred percent – you may have noticed
that during the world cup football. The clearest
similarities I experience between Zanders and
myself are entrepreneurial drive, dedication, being
accessible and open-minded.
How I see my own future? My plan is to gain as
much experience in various business related areas
as possible. So, first I dedicate myself fully to my
current projects to achieve optimal outcomes for
clients and the firm. Later, my vision is to potentially realize my own business ideas.”
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Foreword

Playing the
dynamic game
Sitting still is unhealthy and
if you stand still, you fall
behind. Dynamics have, on a
physical as well as a business
level, taught us a great deal.
The world is changing at a
rapid rate due to the evergrowing possibilities of technology. Even within Zanders,
the dynamics have, in the
past few years, become apparent on various levels.
The definition of dynamics is ‘a pattern or process
of change, growth or activity’, which derives from
the Greek word dunamikós, meaning ‘powerful and
wealthy’. The Y-generation, in particular, characterizes a dynamic, ambitious and entrepreneurial generation full of ideas with the world as their playing
field. The dynamics of consultants, born after 1980,
are evident in their daily work. As I write this, a colleague is working on a project for the United Nations
in Kenya, while another is giving treasury-training in
Houston and a further two consultants are returning
from a workshop in Brazil.
We are constantly on the move for our clients, so
to speak. It’s a clear trend of recent years, which
provides valuable experience that drives our own
development.
Developments are also taking place in the field of
dynamic knowledge-sharing. For many years we
have been sharing our experience and expertise but
just recently this openness has acquired an extra
dynamic dimension. Thanks to Yammer, an effective
internal communication tool, we not only inform
each other of the projects we are currently working

on but also the stories behind those projects.
Consultants are spending more time on location at
the clients’ premises than before; projects and business appointments are being held all over the place.
Through social technology the consultant is able to
share a unique and useful experience which is swift
and almost tangible.
A good example of dynamic application enhances
the expertise of future experts, and is known as
‘gamification’; the elements and techniques of
gaming are applied in a non-gaming context. We are
currently in a situation characterized by techniques
that allow us to gain experience without actually
having to make the physical journey.
We value the importance of keeping up with the
continuous change in the market; our consultants aim to respond quickly to all relevant, future
developments so that we may operate in a fast and
effective manner.
We recently started the Step Challenge here at
Zanders whereby our physical dynamics will be
challenged. The FitBit, a small, button-like device,
keeps count of the amount of steps we take during
the day. People are divided into groups and try to
out-do each other by the total steps taken in each
team. Movement is good for the body as well as our
thought pattern, thus being a good form of ‘healthy
and dynamic gamification’.
The articles in this edition of Zanders Magazine put
emphasis on the dynamic world in which we operate, however in this case we should take a moment
to sit quietly and evaluate.
Sander van Tol
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Client

The taste of success:
Acomo’s new
business partners
More than 400 years after the Dutch East India Company was set up,
Acomo, a group of seven trading companies, deals in products which
are reminiscent of the golden age of the Republic of the Seven United
Netherlands. In order to grow towards the future, the group wanted to
create a new starting point for its ﬁnancing.
Acomo, an abbreviation of Amsterdam Commodities
N.V., originated in the Rubber Culture Company
Amsterdam (RCMA), a company which owned
rubber plantations in Indonesia, and which listed
on the Amsterdam stock exchange in 1908. When
the plantations were nationalized by the Indonesian
government, the group tried, unsuccessfully, to carry
on the rubber trade in other parts of the world, which
then led to a sleeping brokerage company in the
early 1980s. The family business, Catz International,
one of Acomo’s current businesses, sold itself to
RCMA in exchange for 90 percent of the shares,
thereby making the company active again.
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Soft commodities
Between 2001 and 2010 the company acquired five
other companies. The last company which traded in
rubber was sold in 2010. In the meantime, the name
Acomo has become an anomaly, since the company
is no longer operating in Amsterdam. The head
office is situated in the heart of Rotterdam with six
employees. However, a total of 550 people work in
the various trading companies, which are split into
four segments: edible seeds; nuts and spices; food
ingredients; and tea. “Our group is quite diverse”,
says Jan Ten Kate, Acomo’s CFO. “We deal with many
different products in many different countries”. This
is a result of an increase in demand and the various
take-overs made by the holding company. This
year Acomo acquired the German seed company
SIGCO. Now the group consists of eight companies,
which trade products such as spices, herbs, nuts,
From left to right: Sander van Ooij (Acomo), Hidde ten Brink
(Zanders) and Jan ten Kate (Acomo).

seeds, dried fruit and tea to and fro between large
parts of the world. These products all fall under the
denominator of soft commodities. “The meaning of
the word ‘commodity’ causes a lot of confusion”,
says Ten Kate. “Soft commodities have no stock
market listed value, which means no price forming is
done on an exchange”, he explains. “Today we can
sell something we will deliver a couple of months
later. As a trading company we carry the price risk for
both the supplier and the client”. Products which are
traded on the stock exchange, such as grain, wheat
and sugar, are quoted commodities. On these stock
exchanges future price fluctuations can be covered
but, for Acomo’s products, this is not the case.

Volatile function
The various food products are shipped from all
corners of the world – Vietnam, Kenya, South
America – to countries such as the USA, the Middle
East and various European countries. Acomo is the
largest independent tea exporter. “It’s important you
can physically reach your products quickly”, explains
Ten Kate. “Therefore we are always located close
to large ports such as Rotterdam and Mombasa,
the largest port for exporting tea from East Africa. A
lot of tea is exported from Kenya to Europe and the
Middle East, where a lot of tea is drunk.”
In developing countries where the middle class is

“Because of volatility we are able to
fulfill the function we have”
growing, the increased demand in trading products
is very apparent. Where people are able to afford
relatively more expensive products, nuts and
chocolate are becoming more popular. Ten Kate
says: “You see products streaming into countries as
never before. For example, countries that exported
tea are now importing it as well.”

All products Acomo trades are liable to risk,
particularly those caused by the weather. Harvests
can fail because of heavy rainfall or extreme
drought. “On the demand side you have to cope
with geographic and demographic factors, and on
the supply side more with climatic ones. Because of
this, the relationship between supply and demand
is a volatile one. We are able to fulfill the function
we have because volatility in volume automatically
leads to volatility in price. We can assume a large
part of the supply chain risk with respect to reliable
delivery since we always have products in stock
– usually they have a long shelf-life – or we have
purchase orders with reliable suppliers in the
countries of origin.”

A large appetite
With the increase in turnover after the three large
acquisitions in 2010, it was time for new financing.
“Our business is typified by lengthy transport routes
and shipping products which we buy and then have
to deliver and all of that has to be financed”, Ten
Kate says. “To ensure future growth we wanted
to create a new starting point for our financing.
We wanted the groups’ various loans which were
taken out with different banks to be amalgamated
under one umbrella. We were able to approach the
financial markets, since the banks were hungry for
business; after the major take-overs in 2010 we had
proved we were successful. Over the past four years,
our turnover rose from 200 to 600 million euros.”
Profit for the past few years is around 27 million
euros. These are good results for which Acomo has
also achieved recognition on the stock exchange.
In spite of this ‘hunger’, Acomo approached Zanders
for help with the new financing. Ten Kate explains:
“We needed a partner who could help us in the
game with the banks. Before I joined Acomo I had
a boutique in corporate finance and one of my
colleagues, Bert van Dijk, left to go to Zanders.
We got talking and clicked straight away.”
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Acomo allowed the existing banks to participate
in the process but wanted to bring in other new,
effective banks. Ten Kate says: “We were looking
for a mix in the banking group. We wanted
internationally operating Dutch banks, but also
a bank with presence in the ex-English colonies,
mainly because of our worldwide tea trade. And
we were looking for a bank which would cover our
interests on the American market, since a third of our
turnover is in the USA.”

“The fact that banks want to grant
us loans is significant”
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So in autumn 2013 a selection process of scanning
and approaching a number of banks began,
questioning how they would fulfill the requirements.
Ten Kate notes: “Negotiating is in this company’s
blood, but you have to move forward with those
banks with which you have fought a hard battle.
Then it’s good to have an intermediary with expertise
– from what is happening in the market to what you
can and can’t ask. It was also good that an external
advisor carried out the bank pre-selection process. It
was a process in which everyone knew his own role
– and Zanders carried out its role vis-a-vis the banks
very well.” After completing the legal documents, the
final contracts were signed in February 2014.

Lucrative business
The outcome of the selection process was a group
of banks consisting of Rabobank International, ING
Bank, HSBC and Fifth Third Bank. “New financing
means we have even more financial leeway so that
our anticipated growth is securely financed and, that
we are linked to a strong banking group which can
grow with us,” says Ten Kate. “For us this also comes
with attractive conditions and rates. Therefore we
are very happy with what we have achieved.”
Hidde ten Brink, one of Zanders’ consultants, is
also happy with the result. “Due to current strict
legislation it has become more difficult for banks
to extend financing, but Acomo is a good example
of a company where you can see positive effects. If
you are a part of the relatively small group to which
banks will grant loans, you can haggle over the
terms. Acomo has a strong track record and so the
future looks rosy.
All purchase and sales contracts in the various
countries are signed locally by Acomo, so that
currency risks are covered by the banks. “We are an
attractive customer for a bank, since FX is a lucrative
business,” says Zander van Ooij, Acomo’s treasurer.
“The FX risk is covered in each region by currency,
term or spot contracts or balance sheet hedging.”
Van Ooij comes originally from the banking world
and knows that lending has been difficult for some
time. “The fact that banks want to grant us loans is
therefore significant.”

Future growth
Acomo’s product range expansion is only possible
in soft commodities. “A product like cocoa has a
futures market. The position of a trading company in
the value chain is then completely different to when
price risks cannot be covered by a futures exchange.
We focus more on niche products, with relatively
small harvests and different forms of transport to the
huge grain or soya tankers. That is a totally different
market.” Of course Acomo has competitors, but each
‘competitor colleague’ has its own range of products.
From an acquisition point of view, the mediumsized niche companies are interesting and could
offer more branches worldwide or different niche
products. New markets such as those of the
recently acquired German grain trader SIGCO add
value, according to Ten Kate, who adds: “In certain
countries it is a business advantage if you physically
have an office there, and now we have that in
Germany.”

“The holding offers the financial support our
companies need to do business well”
Acomo as a shareholder is also an interesting
prospect for such companies, Ten Kate believes:
“The holding offers our companies the financial
support they need to do business well, by means
of the financing we have in place. Product pricing

can significantly increase and for many family
businesses, this can lead to banking challenges.
I know for example that the price of pepper was
USD 1,500 per ton, and that it is now more than
USD 8,000 a ton. A container with 20 tons of pepper
then amounts to USD 160,000. Smaller companies
cannot cope any more with this sort of financing
requirement.” Although the soft commodities
market is not always transparent, Acomo is able to
financially absorb such impacts now it has banks
on board which understand the game. “Higher
prices for tea or sunflower seeds result in increased
demand for financing because of their large volumes.
However, banks who understand our markets no
longer worry about it.”
According to Ten Kate, the banks still have clear
coverage. “Stocks are liquid and are easy to price.
These are products which have a quick turnover –
there is always demand for tea, nuts and pepper.
That is also an interesting factor in our business:
you can touch, smell and sample our products.
We literally have a very tangible company.”

If you want to know more about
(re) financing for corporate –
please contact Hidde ten Brink
via h.ten.brink@zanders.eu
or ring +31 35 692 89 89.
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Expert Opinion

An interview with Jim Kaitz (AFP)

Community matters:
meeting global challenges
Jim Kaitz, president and CEO at the Association of Financial Professionals (AFP),
is a well-known face in the corporate treasury industry in North America.
While the AFP’s reach is already global and becoming increasingly so, Kaitz’s
vision for the organization remains firmly grounded in its close relationship with
its members. We asked him about his vision for the organization and his views
on the challenges the treasury and financial industry is facing.
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Changing regulation has been one of the top
priorities for treasurers in recent years on both
sides of the Atlantic. How do you see corporate
treasurers coping with the changing compliance
requirements?
“In our 2014 risk survey, the three top risk factors
that treasury and financial professionals identified
were: political and regulatory uncertainty; competition; and customer satisfaction. When you think
about political and regulatory uncertainty, what
is happening in the geopolitical world right now is
perfect evidence of how companies are having to
adjust and the impact that it’s having from a risk
standpoint. As for the regulatory uncertainty, in
the US we are still grappling with the Dodd-Frank
reform. Meanwhile, the SEC’s money market fund
reform is coming up and we’re playing a very active
role in terms of how this can impact companies. So
in terms of risk factors for a company’s earnings,
regulatory uncertainty is right up there as one of
the main considerations.
Then there’s Basel III, which is a bank regulation
but none of us are under any illusion that the cost
of tougher capital requirements for financial institutions won’t be passed on to their customers, so
that’s an issue as well. But I would say that it’s as
much political risk that is top-of-mind for corporate
treasurers, given their geopolitical responsibilities
and the continued uncertainty here and in Europe.”

How are corporates evolving and developing their
approach to risk management?
“I don’t know that any organization is ever 100%
comfortable with its level of risk management. An effective risk management program can really enhance
the value of the business and give it greater analytical capabilities. We have covered this topic extensively in our surveys and one question we have asked
periodically is about the difficulty of forecasting
risk. It’s interesting that our surveys asked whether
it is more difficult to forecast risk today compared
to three years ago. When we asked that question in
2010, 35% of respondents replied yes, that it was
more difficult to forecast risk compared to three
years previously. We asked the same question again
in 2014 and 46% answered yes.

“None of us are under any illusion that the
cost of tougher capital requirements for
financial institutions won’t be passed on to
their customers”
So I think risk management will continue to be a
major focus for organizations. But a key part of this
will be identifying the individual risk factors for each
company across the organization and then integrating this data into strategy, policy and budgets. This
process needs to happen for companies to be more
effective – but more collaboration will be required.”
The AFP is certainly evolving. In addition to its Certified Treasury Professional (CTP) training program
and certification, it has also developed a Financial
Planning and Analysis (FP&A) training program.
So why is there increased focus on FP&A within
treasury functions?
“We wanted to identify the areas within companies
where there was a lack of specialist knowledge,
professional skills, standards, competencies and
learning. By looking at CFO surveys, we realized
that FP&A is the most critical function for driving the
future strategic vision of a company. And yet CFOs
also identify it as the hardest area to recruit for. This
is because FP&A hasn’t previously been a defined
professional area, so we spent the past five years
developing the certification, with input from our
practitioners around the world.
It’s a separate body of knowledge from treasury, and
a major difference between FP&A and treasury is that
FP&A is agnostic to country – so whether you’re in

Dubai, Mumbai, London or Washington DC, if you’re
in FP&A, you need the same skill set globally. We’re
beginning to establish FP&A as a real profession and
this is groundbreaking.
In some cases, treasury is being asked to lead or
take an active role in FP&A because of its in-depth
knowledge of cash flows and the risks to those
cash flows. Treasury is also frequently involved
in determining the cost of capital that is used in
valuing projects and investments. However, in many
organizations, FP&A is led and supported by a large
department with specialized staff with the knowledge, skills and abilities required to support the
organization’s needs. In addition, many subsidiaries
and business units will have their own FP&A staff to
support this critical function.”
Is this increased focus on FP&A a reaction to some
dynamic in the marketplace?
“It’s really a result of the increasingly globalized
business environment. As the CFO looks out into the
world, it may not always have been clear who was
responsible for the financial planning and analysis
tasks as well as risk management. In some cases treasury has been responsible for FP&A but our survey
work has found that in order to achieve strategic benefits, companies need a coordinated effort between
these two functions.

“A major difference between FP&A and
treasury is that FP&A is agnostic
to country”
In terms of technology, a lot of work still needs to
be done. One of the challenges for FP&A – as well as
treasury – is integrating and centralizing disparate
systems following mergers and acquisitions (M&A).
But the problem today is we have too much data.
So companies need to identify the real drivers of
the business. Big data is great – but only if you can
understand the key drivers, rather than becoming
confused by the abundance of data.
You also need consistent inputs across the business
units and you need quicker responses to external
changes through dynamic analytical capabilities.
One thing that everyone understands is that the
world has become far more risky, so risk management is a huge challenge. And, these risks must be
accounted for and reflected in an effective FP&A
process to ensure that the key strategic decision
being supported by FP&A professionals reflect the
inherent risks.
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The extent to which technology can drive all this is
important, but I’m not sure the systems are really
there yet to achieve this. We see a lot of dissatisfaction with current systems in the FP&A world. There
is often a breakdown in collaboration between FP&A
and risk management, so companies need to foster
critical collaboration there, and then there’s also
communication breakdown between those functions
and other business units.
Overall, companies are struggling to identify all the
key drivers for the organization as well as coordinating all the business units to provide the data
needed for forecasting and analysis. For large companies this is a major challenge.”
What is the role of the AFP for the treasury professional in terms of new learning methodologies
and developing communities for the exchange of
information and resources?
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“We have definitely become more global. Over the
past 15 years, companies have expanded their focus
worldwide and this is reflected in our surveys. If
you’re representing practitioners in treasury and
finance, you have to become more global in terms of
the topics you cover. We want to supply education
but we also want to discuss solutions to the problems being faced by treasury and finance professionals, no matter where they are doing business.
That is one of the reasons that AFP views gtnews as
such a critical element of our strategy to serve the
profession globally.

Every few years the AFP conducts a member satisfaction survey and the number one factor of satisfaction
for most of our members is that we’re a trusted
source of timely, unbiased information. That is first
and foremost. Our two certifications set standards
in terms of the education and requirements for
both treasury and FP&A. Of course there is clearly
the community that we create for generating and
sharing solutions and best practices, along with the
opportunities for learning and networking. We also
do weekly webinars with upwards of 1,000 participants. These are all key reasons why people become
members and stay members. In a world with lots of
information sources, we are one people can trust.

“If you’re representing practitioners in
treasury and finance,
you have to become more global”
Our annual conference is a cornerstone that sets
the tone in terms of thought leadership, education
and community. This year in November we have
Ben Bernanke speaking, as well as Tom Friedman,
a leading expert on the Palestine/Israel crisis, and
also Robert Mueller, former director of the FBI. So
with these, as well as the 150 educational sessions, I
think we’ve got some speakers who are really going
to shed some light on what’s going on in the world
right now.”

About AFP
Headquartered outside Washington, D.C.,
the Association for Financial Professionals (AFP)
is the professional society that represents finance
executives globally. AFP established and
administers the Certified Treasury Professional and
Certified Corporate FP&A Professional credentials,
which set standards of excellence in finance.
More information on www.afponline.org

Vision

IFRM’s dynamic
playing ﬁeld
The playing ﬁeld for businesses has changed and become more dynamic in the wake
of the ﬁnancial crisis and recovery since 2008. Together with ﬁnancial scandals,
caused by fraud or misunderstood hedging techniques and products, more attention
than ever is given to appropriately managing corporate ﬁnancial risk.
Where an isolated approach to the different financial
risks may have been sufficient in the past, this can
fail to fully identify the real risk an organization
faces, as risks can be hidden in areas where a
specific risk is not being monitored, or where risks
are underestimated due to the combined effect or
correlated risks.
Management boards and (internal) supervisory
bodies have an important role to play in managing
the full risk profile. Indeed, they are responsible
for establishing the correct frameworks and are
expected to have insight into the financial risks and
for ensuring that their institutions are well-prepared

for unpleasant surprises. The question, however, is
to what extent they can adequately fulfill this role at
‘arm’s length’.

Core business intact
The developments in the corporate environment
require an approach with greater depth and a
more comprehensive set of tools. Based on our
experience, we are therefore advocating the use
of Integrated Financial Risk Management (IFRM).
Financial risk management relates to risks with a
financial impact, as well as financial risks.
Risks with a financial impact originate from the
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Governance & organization comprise the
organizational structure. This concerns the
internal decision-making processes, the formal
communication lines (including responsibilities
and allocation of roles), and the tasks and
responsibilities of (internal) advisory committees,
such as the audit committee and the treasury

Approval
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Audit Committee

Executive Board

Financial Risk
Committee
Informing

Approval

Advice

Reporting

Governance & organization

Supervisory Board
Informing/
Reporting

12

institution’s core activities (sales, manufacturing,
services, purchasing), which are referred to
as business risks. Risks arising from business
operations, such as system failures, fraud, lack
of information and shortcomings (insufficient
knowledge and skills) on the part of management
are classified as operational risks.
The financial risks arise from the organization’s
financial position, financing activities and cash flows.
Because of the link between the various risks and
their financial impact (making a provision for an
anticipated risk and recognizing the cash effect when
an estimated risk materializes) IFRM has a clear
relationship with the organization’s balance sheet,
income statement and cash flows.
IFRM is an approach that ensures that the core
business is not affected by risks that are not actively
managed or that are not yet on the horizon.
A key condition for achieving effective financial risk
management is that the entire organization must
support IFRM; from the strategic to the operational
level. When IFRM is configured properly it enables
the organization to better monitor risks and to
identify new risks quickly.
In our view, IFRM is anchored within the organization
on the basis of three pillars: (1) Governance &
organization, (2) Frameworks, policy & planning and
(3) Processes & systems.

Advice

Operational Risk
Committee
Informing

Management Team

committee. A well-organized governance and
organizational structure is essential; everyone within
the organization must know who the key information
carriers and receivers are; where decisions are made
and what people can expect from each other.
The diagram above provides an example of a
(partial) organization structure with formal
functions and roles.
The actual structure of the organization and the
terminology – for example ‘supervisory board’
instead of ‘supervisory council’ – may of course
differ by organization. By contrast, the functions
and roles of a ‘financial risk committee’ and an
audit committee must be the same everywhere.

Frameworks, policy & planning
The second pillar consists of frameworks, policy and
planning. The diagram on page 13 represents this
pillar. The frameworks consist of the organization’s
corporate governance code and the internal
strategies (for example, the treasury and investment
strategies). The corporate governance code sets out
the organization’s primary task and the frameworks
within which the organization is to operate. The
strategies set out the internal frameworks for the
various policy domains and have a long-term life.
The development of the framework already
involves making strategic decisions. For example,
in the capital strategy decisions are documented
that define the capital structure and funding
requirements. The scope within which the strategic
lines can be defined is subsequently determined
when the (internal) frameworks are developed.
A well-structured organization, as well as the defined
playing field within which the strategic management
lines are established, should give the executive
board and the supervisory board comfort.
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The right tactical and operational activities must be
carried out within these strategic lines. The policy
documents (‘Policy’) describe how the various
activities within the organization are fleshed out.
Like the internal strategies, the policy documents
have a midterm life.
The operational activities over the short-term –
generally one year – are detailed in the planning.
The plans are specific and contain actions that the
organization is to carry out over the term specified
in the plan. This planning must be within the
boundaries of the frameworks and the policies.

Processes & systems
The processes and the systems form the third pillar
for anchoring IFRM within the organization. These
are important in terms of streamlining information
management; and ensuring that the right validated
information ends up at the right place at the right
time. Information management is the foundation for
all business processes. Indeed, without information
it is impossible to take any decisions.
The different relationships between departments and
officers (as part of the governance structure) are set
down within the processes. In addition, to safeguard
the quality of information, these processes must
include the proper checks and balances. Examples
of checks and balances are the separation of
authorities and the ‘four-eyes principle’. In actual
practice, systems are used to support information
management and the checks and balances from a
technical perspective. An example of this is a system
in which transactions are stored and structured in
accordance with the separation of authorities.

Playing the game
IFRM can be viewed as an initiative that
professionalizes the current organization. To
most organizations, the various IFRM aspects are
nothing new. The professionalization therefore
consists of improving the various pillars; especially
the interrelationships between them. Forming an
effective team is where IFRM’s strength primarily
lies. The business-guru’s mantra says “there’s no
‘I’ in ‘team’” - but if there were, it would stand for
‘integration’.
In a world that is in constant motion, with changing
internal needs, IFRM is not a static entity, but a
dynamic process. The three pillars must be regularly
reviewed in order to assess whether they meet
today’s needs. The attentive reader will immediately
discern that the evaluation of the pillars is an
example of an IFRM process.
Because IFRM is a dynamic process, it enables
organizations to initiate work on it actively. This
is possible at the operational level, for example
by evaluating the action plan, as well as at a more
strategic level by checking the treasury strategy,
whereby the interrelationship between planning,
policy documents and strategy must be given
additional attention.

Playing to a common goal
What is IFRM’s potential for an organization? An
organization cannot avoid risk, but with the right
organizational structure and focus, the field of view
becomes sufficiently broad so that blind spots are
minimized and the organization is prepared for the
risks it runs. IFRM offers supervisory bodies and
management boards comfort, overview and clarity.
On a dynamic playing field, providing your team with
a solid set of basics will allow them to compete no
matter what challenges the game throws at them.

If you would like to know more
about Integrated Financial Risk
Management,
Contact Jonathan Tomlinson at
j.tomlinson@zanders.eu
+44 20 7730 2510,
or Koen Reijnders
at k.reijnders@zanders.eu
+31 35 692 89 89.
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Double View

How to deal with payment fraud and cyber crime?

Corporate challenges
14

In the past few years, many companies have centralized their payment processes
by setting up a payment factory. The main focus of these types of projects is often
on change management and technical implementation. This means that operational
risk and control issues, which arise when the execution of payments is transferred
from several local entities to one central entity, do not always get the attention they
deserve. Operational risks that can be identiﬁed relate to payment fraud (internal
risk) and cyber crime (external risk). How should companies deal with these
challenges? In this article, two experts provide their points of view.

Guillaume Metman (GM) is the product manager
of AvantGard Trax, the payment factory solution
of SunGard. With 10 years of experience at SWIFT,
Mr Metman is an expert in the field of bank
communication systems for corporates.

Eliane Eysackers (EE) is a consultant at Zanders and
specializes in payment and treasury solutions for
corporate clients.
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When implementing a payment factory, a corporate encounters both technical
and operational challenges, such as payment fraud and cyber crime.
How can corporates protect themselves against this?
GM: “Payment factories are a great way to
implement centralized and consistent procedures
and controls and to have proper segregation
of duties. But they introduce challenges at the
same time. The main one is the process of remote
approval and final release of payment files
containing potentially thousands of payments
for hundreds of vendors from the subsidiaries
initiating the payment process. The payment
factory user will never have the same degree
of involvement and the same intuition that a
local finance manager has in detecting possible

EE: “When centralizing payments, it is key to
ensure that strong procedures and controls
are in place. Zanders has gathered in-depth
experience in designing ‘best practice’
centralized payment processes and supported
many clients in their implementations. When
payment processes at a corporate are reviewed,
it is vital that the procedures and controls are
indeed followed as indicated. A full review of
user roles and authorizations of all employees
in a treasury department, including maintaining
the principles of ‘four eyes’, is appropriate to

erroneous or fraudulent payments. Even if
technology is good at enforcing the process, it
has to be smart to be successful. For instance,
payment factories could help with verification
to detect such payments. Instead of someone
checking all normal invoices, it can be more useful
to check only for the deviations from established
patterns, such as those to new vendors or with
amended account details, or with amounts
inconsistent with historical payments. Without
going as far as profiling payments the way a card
processing company does, even some simple
checks can be beneficial, if the proper process
is in place. For example, it is quite easy to block
a supplier payment that happens to contain an
employee account number as beneficiary. But who
should act on it? Treasury? Human Resources?
Which process should be used and what should be
the response time? Corporates have yet to build
the compliance teams that banks were required to
build 15 years ago, when the filtering regulation
was enforced under OFAC (Office of Foreign Assets
Control).”

identify any conflict or possible opportunity for
internal payment fraud. Corporates show big
differences in payment centralization approaches.
Where some only implement a payment factory
technology solution to ensure central processing
of payments, others also centralize the accounts
receivable and payable functions in a shared
service center. Irrespective of the solution chosen,
whenever payments are centralized it provides
a unique opportunity to ensure compliance with
external regulations – and avoid payments being
made to sanctioned countries or individuals.
Payment factories look for state-of-the-art
solutions that guarantee straight-throughprocessing (STP) and once all internal procedures
and controls are passed and payments are
formally approved, the payment data or files need
to be sent to the bank in a secure manner. It’s
critical that the essential privacy, encryption and
authentication is in place to ensure no external
manipulation is possible between the payment
initiation and receipt by the bank without
compromising the STP principle.”

Is it still manageable for a corporate treasury department to deal with high-impact risks
that cover both financial, regulatory and IT areas?
16

“If there is one group that has an important role
within the finance organization, it is definitely
the treasury department. Many internal security
constraints and external regulations fall into the
treasury department, since it is the last place
where invalid payments can be caught before they
leave the company. But these have to be balanced
with another key responsibility of treasury,
which is to maintain the capability of processing
legitimate payments, whatever happens. Today it
is ever more difficult to achieve these conflicting
goals, and automation is therefore required. This
means a strong partnership between treasury
and IT is needed, and neither should try to
specify the functional and technical requirements
independently. Let’s take an example to illustrate
this. Treasury needs to have a backup payment
channel that allows it to execute payments in
case the payment factory is unavailable. But the
question is: what kind of backup? How complex
should it be? How secure should it be? Is a fax
machine hidden somewhere the best idea you
can have? Or the worst? Only a proper risk-driven
system design approach will help to answer these
questions.”

“Many of our corporate clients are currently
Sarbanes-Oxley (SOX) compliant, although
in reality there can be different degrees of
compliance. A good SOX control framework is
a minimum requirement and should prevent
payment fraud. Both manual and automated
procedures and controls need to be documented
and implemented, with regular checks to test their
effectiveness in the payment execution process.
There are two kinds of payment fraud. Internal
fraud relates to situations where employees
abuse their authorizations or access to systems
to embezzle funds. This has to be controlled by
internal procedures. External fraud is typically
IT security related, for example skimming, cyber
crime or hacking. Even though the mitigation of
all these risks is usually not fully within its scope
and remit, a treasury department can still play
an important role in ensuring that the required IT
security and policies are in place and enforced.”

How can a payment factory cope with the challenges of supporting local payment requirements?
“The world is not flat, so you have to take care of
local particularities and any payment factory has
to adapt to these. But on the other hand, when
the payment factory starts to process multiple
payment types in multiple ways, this creates
complexity. And complexity is one of the biggest
enemies of security. So, we need tools that are
able to work at two levels: to be very versatile
at the lower, more technical level, to allow the
payment factory to adapt to all local requirements,
yet it must preserve its ability to be as abstract
and simple as possible from the end-user’s point
of view. The way to deal with complexity and make
it transparent to users’ needs is for the payment
factory to be managed and approved properly by
the right people in the design phase. SunGard’s
payment factory was built with these principles in
mind, offering deep customization possibilities,
yet preserving a simple view for the users that just
want to approve their payments.”

“Implementing a payment factory is about
centralizing payments while keeping in mind that
in reality, some countries do not allow the degree
of centralization that the organization is seeking.
At the same time an STP process wouldn’t be
feasible in every country, as such a solution often
requires certain technical capabilities that are not
supported by the local banks. Most organizations
implementing a centralized payments process
realize at some point that it is simply not
possible to achieve 100% centralization, due to
local regulations or technical constraints. What
complicates things further is that this tends to
involve those countries that have a higher risk
of payment fraud. It is therefore vital that the
procedures and controls that are put in place are
also applied locally. Another important aspect
is to have sufficient visibility over local payment
processes, to ensure local compliance and to
detect fraud as soon as it occurs.”

How can technology, procedures and controls ensure that payments are executed safely?
“Unfortunately, procedures and controls
supported by technology will never be enough
to guarantee that payments are executed safely.
It is always important that specific situations are
carefully analyzed so that the real weaknesses are
detected and fixed, rather than generic remedies
being applied. Cyber-attacks should not be
underestimated. They will identify real weaknesses
sooner or later. On the other hand, excessive
procedures and controls are to be avoided as
well. When too strict, they become impractical
and users will tend to start resisting or attempting
to bypass the system, thereby jeopardizing all
the efforts that have been made. Finally, the
situation is not static. Payment processes and
controls should be constantly reviewed. As the
threats and ways to protect against them evolve,
so do the determination and sophistication
of the perpetrators of these crimes. Given the
situation most corporates still seem to be in, a first
recommended step could be to completely ban
paper-based payments such as checks and faxes,
unencrypted files and manual actions which are
still commonly used – for example between an ERP
and a web-banking portal.”

“If a corporate is SOX compliant it means that,
at least on paper, it has the required processes
and controls in place to prevent payment fraud
and to detect it in a timely manner. Processes
such as bank statement reconciliation or
master data checks should be in place and be
executed in a stringent and efficient manner
to ensure that fraud – internal or external – is
detected as soon as possible. Reconciliations
of executed payments should be automated as
far as possible and carried out with a minimum
delay to ensure immediate detection of issues
and the possibility of minimizing possible
losses and the risk of damage to reputation.
Treasury departments need to be aligned with
risk management and IT and need to be pro-active
in tackling the problem. Some companies have
taken the approach of creating a formal internal
compliance role with responsibility for risk
avoidance and mitigation in payments. The cost of
ensuring that adequate and appropriate security
is in place to protect the company needs to be
considered fully in the context of the potential
losses and collateral reputation damage arising
from payment fraud and cyber crime.”
If you have any questions about this article,
please contact Eliane Eysackers at
e.eysackers@zanders.eu or +32 2 213 84 00.
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Vision

The Renminbi
Internationalization, markets and
considerations for corporates
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At the end of 2013 the Renminbi entered the top ten most-used currencies for payments in terms of value. Being part of daily business for companies trading with or
investing in China, the Chinese currency is expected to become a top-three global
trading currency by 2015 and potentially a new reserve currency thereafter.
How did the currency develop in terms of its internationalization path, its framework and instruments? And what are the main considerations for corporates?

As the Federal Reserve embarked on its quantitative
easing program during the global financial crisis, the
accumulated USD FX reserves took a significant hit.
This in turn made China realize just how dependent
it was on the USD. To avoid this “dollar trap” China
started to increase the acceptance of the Renminbi
(translated: people’s currency) in neighboring
countries by establishing currency-swap agreements
between the People’s Bank of China (PBoC – the
Chinese Central Bank) and the respective neighboring economy. In later steps, the geographical reach
of such agreements was expanded to the Asia-Pacific
region as well as Latin America, Eastern Europe and
the Middle East. Today, more than 20 such swap
agreements are in place globally. Besides following this geographical expansion strategy, China is
pursuing a three stage internationalization path for
the Renminbi to become a (1) global trade currency,
(2) global investment currency and (3) global reserve
currency.

Global trade currency
The pilot scheme for Renminbi trade settlement
(commenced in 2009) can be considered the start of
the trade flow related Renminbi internationalization
process. Demand from the private sector to settle
invoices in Renminbi picked up quickly, especially for
trade flows between emerging market countries and
mainland China. Since then, continuous easing of
regulation has led to an entirely convertible current
account allowing Renminbi trade settlement for all
companies.

Global investment currency
In 2010, the offshore Renminbi market (currency
code CNH) was introduced which set the basis for
the development of products enabling market participants to engage in hedging (e.g. hedging dividend
payments or trade flows in the CNH market), financing and investing (e.g. Dim -sum bond market, CNH
time deposits). The offshore market first emerged

in Hong Kong which is still the main offshore center,
followed by Singapore, the UK and Taiwan.
Key milestones of the gradual capital account opening include the (a) possibility for China mainland
companies to issue bonds in the offshore market,
(b) launch of Renminbi overseas direct investment,
(c) Renminbi Qualified Foreign Institutional Investor
(RQFII) scheme, (d) set-up of an offshore Renminbi
reference interest rate and (e) the possibility for
cross -border FX cash pooling in the Shanghai Free
Trade Zone.

Global Reserve Currency
For the Renminbi to become a global reserve currency in the future, the currency needs to be widely
accepted for investment, financing and payment
purposes. Enablers of such a development are (a)
the availability of a broad range of instruments and
products for risk management purposes, (b) deep
markets that enable large onshore/offshore flows
and (c) large capital markets to ensure investor
confidence in the liquidity of the Renminbi. To begin
with however, China needs to reform its domestic
financial market. The liberalization of interest rates,
the development of a strong institutional framework
and the strategic realignment of domestic banking
are important first steps China needs to make. Also
potential risks stemming from local government debt
and shadow banking need to be addressed. Important is also the role of foreign central banks which
need to be willing to hold the Renminbi as part of
their reserves. Some foreign central banks have already started holding Renminbi assets as part of the
reserve portfolio but consider the Chinese currency
as a good diversifier not as reserve currency yet.

Renminbi Framework & Instruments
For the Renminbi, three different markets exist:
onshore (CNY), offshore non-deliverable (CNY) and
offshore (CNH). The onshore Renminbi is fully convertible for current account transactions and FX
Spot transactions can be executed if eligible underlying documentation is in place. For FX Forwards
and Swaps an underlying exposure must exist. FX
Options may also be traded but restrictions apply
to ensure options are used as a non-speculative
instrument. Cross-Currency Swaps and Interest Rate
Swaps are subject to regulation and restrictions. For
capital account transactions,
restrictions and approval requirements apply.
The CNY trades in the interbank market within a

daily trading band of the CNY against the USD +/-1%
around the daily fixing rate (announced by PBoC at
9.15 a.m. Shanghai time). To ensure that the trading
band is maintained the PBoC intervenes in the
USDCNY spot market. It uses open-market operations such as government bond repos/reverse repos
and issuing, buying and selling PBoC bills. Banks
are allowed to deal with clients within a approx. 2%
price spread around the daily fixing rate.

To begin with, China needs to reform
its domestic financial market
The market is regulated by the PBoC and the State
Administration of Foreign Exchange (SAFE). The
forward curve is influenced by onshore interest
rates. The offshore non-deliverable Renminbi was an
important market for hedging purposes before the
introduction of the deliverables offshore Renminbi
(CNH) and is decreasing in size. Unregulated, it allows corporates to hedge their Renminbi exposure
in the name of an offshore entity using FX Forwards,
FX Options, Cross-Currency and Interest Rate Swaps.
Being non-deliverable in nature, at expiration, instruments are USD settled, using the NDF fixing which
is based on the onshore CNY fixing rate. The nondeliverable forward curve is influenced by market
expectations and the deliverables curve.
The offshore Renminbi is a fully deliverable currency
and all common instruments are available. The daily
fixing rate is published by the Treasury Markets Association of Hong Kong at 11.15 a.m. Hong Kong time.
Various clearing hubs have been established since
its introduction in 2010. In Hong Kong, the Bank of
China Hong Kong acts as clearing bank and connects the Chinese payment system CNAPS with Hong
Kong’s RTGS system. In Singapore, ICBC Singapore
was nominated as the clearing bank and connects
to CNAPS via ICBC in China. Taiwan is connected
through Bank of China Taipei.
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London directly uses the Hong Kong infrastructure.
This market is regulated by the Hong Kong Monetary
Authority (HKMA) together with the PBoC. The forward curve is influenced by offshore interest rates.

Considerations for Corporates
The internationalization of the Renminbi has created
the opportunity to do trade settlement in the Chinese
currency instead of USD or EUR. For international
companies one key advantage is gaining access to
a wider base of Chinese business partners (supplier
and buyer side) by offering RMB denominated transactions in supplier/buyer agreements.

Internationalization of the renminbi has
created the opportunity to do trade
settlement in the Chinese currency
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Additionally, as Chinese counterparts are adding an
FX risk price premium of 3-7% for transaction currencies other than the Renminbi, assuming the FX risk
potentially creates the opportunity to (a) renegotiate
pricing and payment terms of existing contracts and
(b) negotiate tighter conditions in new business
deals. It also strengthens the relationship with the
onshore partner.

These aspects can be important drivers of a company’s competitive advantage in the Chinese market.
From a treasury perspective, Renminbi invoicing
provides the opportunity to concentrate FX risk management with existing treasury hubs and therefore
replace mainland China based risk management
functions. Key topics to be addressed in changing
the invoicing strategy are (a) volume and frequency
of flows with China, (b) the Renminbi account location, (c) the FX risk strategy and (d) ‘advertising’ the
new invoicing strategy to trading partners and internal stakeholders. At this stage, moving to Renminbi
invoicing is mainly used for intercompany transactions and the related FX risk management is done by
regional treasury centers. Siemens for example has
already embarked on the next stage and included
third-party cross-border payments and collections in
its Renminbi invoicing strategy.

Curves
As mentioned earlier in this article, three different
Renminbi FX rates, each having its own forward
curve, exist. This type of environment poses different
challenges as compared to hedging any other currency. One key consideration is to look for the potential
benefit from being flexible as to which curve to use.
This mainly depends on a company’s flows to be
hedged. If exposures are small, the benefit from exploiting small differences between the curves might
be negligible. But, if exposures are significant, also
such small differences can have a major impact. For
example, a German auto manufacturer with an annual exposure of approximately EUR 4-6 billion used
a combination of onshore CNY hedges with offshore
non-deliverable hedges whenever either rate was
more opportune at the hedge implementation date.
For repatriation of the annual dividend the same
company used the CNH market in combination with
the non-deliverable market.
The complexity of the three curves also requires a
proactive monitoring approach and a deep
understanding of their dynamics. Finally, accounting
processes and systems need to be aligned to
handle different fixings and interest rate curves.

Regulatory easing opens up opportunities for crossborder lending which allows the Renminbi to be part
of companywide liquidity management. It enables
moving funds in and out of China and its integration
into global cash management operations.
The Shanghai Free Trade Zone which allows crossborder FX pooling with automated cash sweeps is a
recent regulatory revision which is expected to have
a significant impact on global cash management
practices at MNCs.
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Conclusion

The renminbi should be on the agenda of
every internationally operating company
From a funding perspective, the offshore Renminbi
debt-capital market (Dim-sum bond market) increases in importance due to the described relaxed
cross-border lending rules. The ability to tap the
Dim-sum bond market also provides opportunistic
funding opportunities at times of favorable CNHUSD
basis swap spreads. In contrast to the Dim-sum bond
market, issuing local bonds in mainland China (a so
called Panda bond) as a western company remains
a tedious process due to applicable Chinese regulations. Daimler AG was the first western company to
issue a Panda bond in early 2014.

Due to the importance of the Chinese economy and
its increased interrelationship with the rest of
the world, the Renminbi should be on the agenda of
every internationally operating company.
China has made significant steps to successfully
make the Renminbi a trade currency and pushes it
to become a widely accepted currency for investing.
Due to important reforms of the Chinese financial
market being in progress or pending, the Renminbi
as a reserve currency remains a future scenario.
The speed of regulatory change poses risks and
opportunities for corporates and their treasurers in
particular. The ability to turn these changes into a
competitive advantage can make the difference in
this market for corporates and their treasuries.
This article was also published on
GTNews. If you have any questions
concerning this article, please
contact Tobias Westermaier via:
t.westermaier@zanders.eu
or +41 44 577 70 10.

Expertise

Today’s cash
management
Managing an organization’s cash ﬂows and streamlining its
ﬁnancial logistics is of paramount importance to managing
liquidity risk and optimizing interest charges. There are various ways to streamline daily cash management and Zanders
has extensive experience in implementing the new structures
in this area. Consultant Hugh Davies explains.

Could you describe what is ‘trending’
in cash management today?
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“It’s approaching six years since the financial crisis
of 2008. Calamitous, in many respects, as that event
was, it served as catalyst for some fundamental changes in corporate treasury and the role of the treasurer,
inspiring a transformation in the approach to cash
management that has resulted in much improved
efficiency and control. Simplification, in terms of processes, systems and banking relationships, has been
the over-arching mantra that has driven rationalization, centralization, standardization and automation
around cash management. The treasurer’s role today
has significantly expanded as a strategic partner or
consultant to the business. Consequently, enhanced
visibility of data, that enables better informed decisions to be made faster, is paramount. Top management and the board remain focused on counterparty
risk as well as liquidity, working capital needs and
funding options for future expansion.
For many companies, the priority for the last few
years has been ensuring compliance with the many
regulatory impositions on treasury. Projects focused
on delivering efficiency have been on the back burner.
However, with this now mostly behind them, efficiency driven cash management projects are again underway, or planned, to address several components. One
of these components is bank rationalization, focused
on achieving a balanced banking wallet with core
banks that can deliver required cash management

capabilities. Also, by achieving bank independent
connectivity via SWIFT, the risk and costs associated
with multiple, proprietary bank interfaces are reduced
and visibility is improved. Another component is the
establishment of an in-house bank (IHB) to streamline
intercompany funding, payments and reconciliations,
reduce FX costs and external transactions. Through a
payment factory, payments can be centralized, which
increases control, improves forecasting and reduces
costs. Finally, implementing Payments or Collections
‘on behalf of’ models (PoBo/CoBo) can improve efficiency by reducing bank accounts, eliminating crossborder or bank converted payments, and optimizing
payment routing.
Those companies that have already achieved these
objectives, however, are able to look at further stages
of centralization, that can include outsourcing of
treasury processes and the establishment of a ‘Virtual
Treasury’ with centralized, paperless operations and
greater business integration. For these companies,
if ‘simplification’ has been the mantra of the 2010
decade, ‘working smarter’ will be the mantra by 2020,
in a world leveraging digitization that enables greater
focus by the treasury team on value adding activities.”
What are the main challenges in achieving
this state?
“Firstly, a transformational cash management project
of this nature requires a thorough understanding of
the regulatory environment in the markets where the

roadmap for achieving excellence in cash management and embark on the execution phase. But in
reality there are many other stakeholders whose
views and requirements need to be considered, not
to mention compliance with internal policies. For
example, concerning technology and IT, how will the
‘future state’ cash management blueprint align with
the companies technology strategy and what enhancements and investments will be needed? What are
the tax implications of the trading models, IHB or the
liquidity management and payment structures anticipated? Are there reciprocity and commercial implications associated with rationalizing cash management
activity to a handful of core banks? Regarding HR,
centralization initiatives and efficiencies in operations often have significant implications for resources
where those activities are currently performed.
Finally, the business and affiliates will want to
understand how the new structure might affect the
supply chain or customer relationships and need
to be brought on board.”
How can Zanders help?

company operates. Pooling structures, for example,
which involve physical automated sweeping of funds
to a treasury entity, have inter-company lending and
withholding tax implications or maybe not be permitted at all in certain jurisdictions. With the effects of
globalization and expansion into emerging markets,
companies may find they have issues with ‘trapped
cash’ in markets that do not permit affiliates or
currencies to be included in such structures at all.
Similarly, some PoBo payment models are not universally permitted. Secondly, in a perfect world, the
treasurer and his team would create their vision and

“Zanders has considerable experience and expertise
in guiding companies through the process mentioned
– from ‘ideas to implementation’ in other words, not
just the concept stage but also making it a reality. A
comprehensive review and assessment of the current
situation, including gathering data from affiliates and
interviews with stakeholders, will provide the basis for
a cash management solution design or blueprint for
the future. Then, a detailed roadmap will provide granularity of the various sub-projects involved and the
timelines for achieving the objectives. Before management or board sign-off for the project, Zanders can
also provide support with a business case that will
demonstrate the costs, resource requirements and
P&L impact. In the execution phase, Zanders has great
expertise in managing bank or system selection process (RfP’s), providing a clear, methodical, structured
and objective approach to ensure impartiality in the
process that will stand up to scrutiny when it comes
to obtaining buy-in from stakeholders and getting the
final approvals. Beyond that, of course, choosing the
right implementation partner, whether for a bank or
system implementation, is key!”

h.davies@zanders.eu

2
23
3

20 years

How pound-wise
thinking pays off
In the mid-nineties, Gemeentelijk Woningbedrijf
Rotterdam (WBR, Rotterdam Municipal Housing
Company) was a major client of the then ﬂedgling
Zanders. At the time Arie Brussaard was responsible
for WBR’s treasury department. “A celebrity of the
housing world,” as Rob Naber called him. With the aid of Brussaard and Naber, we take
a retrospective look at the past two decades, a period that has seen some far-reaching
changes in this sector.
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During the past 20 years the complexion of
Dutch housing corporations has been radically
transformed. “In the early nineties there was
plenty of money to invest in housing, and with
regulations being a lot less stringent than they are
now, decisions could be made ??quickly,” says
Brussaard. “The housing sector was still split into
municipal housing companies, on the one hand,
and housing associations and foundations on the
other. Then, around 1994, things changed. Under
the leadership of the late Enneüs Heerma, the then
Minister of Housing, the Dutch government withdrew
from public housing. Unfortunately the final step,
that of cutting ties with the housing corporations,
was not taken.” Therefore, housing corporations
were obliged to follow ministry rules, as defined
in the ‘Besluit beheer sociale-huursector’ (BBSH,
the Management of Social Rented Accommodation
Act). As a consequence of new legislation, municipal
housing companies were transformed into
associations and foundations: which constitute the
current corporations.

“When we privatized our housing corporation,
the treasury responsibilities fell to us.
But that was all new for us”

Cigar box
“Until about 1994, the treasury department of
WBR was run by the Municipality of Rotterdam,”
says Brussaard. “We just made our payments and
proceeds were collected there too. The short-term
monies went to the municipality and the long-term
from the state; we didn’t have to do anything in the
way of treasury responsibilities.” One of the first
places to see a change was at the Gemeentelijk
Energiebedrijf (Municipal Power Company)
Rotterdam, which was Zanders’ first client. “When
we privatized our housing corporation in January
1995, the treasury responsibilities fell to us. But
it was all new for us, so I called Rinus van Tol of
the Municipal Power Company. I knew him from
the corporation world, back when he worked for
De Combinatie (The Combination). We met up at
the Power Company, in one of the towers near the
Maas Tunnel, and I asked him how he approached
it. ‘Really speaking you should ask this gentleman,’
he said at the time, pointing to Chris Zanders, who
was carrying out his first assignment at the Power
Company.” So Brussaard set up a meeting with
Chris Zanders. Back then Rob Naber also worked for
Municipal Power Rotterdam, as a partner of Zanders.
In 1995 Municipal Power Rotterdam merged with
the energy companies of The Hague and Dordrecht
to form the privatized energy company ENECO. “As
I recall, Chris went to the meeting with Brussaard,”
says Naber. “Chris had worked everything out in
an orderly and detailed fashion, but during the

conversation Brussaard asked him what he charged
and to give him an estimate of the necessary hours.
Chris wrote them on the back of a cigar box, and
then signed it. It was just typical of the times, and
of Brussaards’ approach: not penny wise, pound
foolish, but penny foolish, pound wise. He wasn’t
looking at the details, but at the bigger picture, the
one that drew the bottom line.”

Interns
That meeting with Brussaard gave Zanders a
new treasury consultancy assignment at WBR,
which, at the time, was one of the biggest housing
corporations in the Netherlands. Naber took care of
the loan portfolio of the housing corporation, while
Judith van Paassen assumed responsibility for the
technical side of the treasury. “In December 1995,
we took out a loan of 200 million guilders from ABP,
which has since really delivered!” says Brussaard. It
was a time in which there was an awful lot going on
in the WBR. “That’s why we were looking for interns
to carry out research. Back then I was also a guest
lecturer at Rotterdam’s Erasmus University and one
of the students was Sander van Tol. He happened
to be looking for an internship, which is how he
gravitated towards us.” On the back of his treasury
experience Van Tol subsequently joined the now
growing Zanders company. At the same time WBR
decided to hire a treasurer of its own: Hans Visser.
On behalf of Zanders, Visser now gives treasury
advice to clients, including housing corporations.

Different times
At the beginning of 1997, together with five other
members of the management team, Brussaard left
WBR because of a conflict with the then freshly
appointed new director. He continued his career

with Verantwoord Wonen (Responsible Living) in
Nieuwerkerk. “It very nearly went bankrupt as a
result of the falling market in the wake of the sale
of premium homes, which was so commonplace in
the eighties,” says Brussaard. “At the time it wasn’t
unusual to provide mortgages at 12 to 13 percent.
These would mature in 2004 and, of course, they
were impossible to refinance. But they didn’t know
all this when I started there. At the insistence of
the Centraal Fonds (Central Funds), we sold a total
of 4,000 homes in four tranches, before merging
with Vestia in 2001. Verantwoord Wonen led the
merger, because at the time it enjoyed a nation-wide
presence. But I had little appetite to participate.
Besides, I’d been approached by Staedion in The
Hague; they’d just been through a merger of their
own and they were looking for an interim financial
director. I got the job and ended up doing it for
10 years.”

“Nowadays, a lot of attention
is paid to the details and
in covering your back”
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After Staedion, Brussaard continued his corporate
career with SWB Lienden, where he once again
sought Zanders’ treasury advice. Brussaard retired
at the beginning of June and is now no longer active
in the housing corporation world. “But of course I
still follow developments in it,” he assures. “These
are different times. Nowadays, a lot of attention is
paid to the details and in covering your back, despite
the fact that there’s nothing you can do to change
the things that have already happened. That’s why I
always say: look mainly ahead and not continuously
behind you.”

Arie Brussaard (left) and Rob Naber

Column

The risks of
choosing a
suitable RMS
Jan Meulenbelt

26

Financial executives are constantly seeking to
improve their capabilities of not only monitoring
risks but also understanding the underlying causes
and nature of the risk. In the past, given the lack of
effective risk management systems, Excel and inhouse applications were often used for this purpose.
Due to the constantly changing requirements imposed by law and regulations, for example, the complexity, costs and time required to maintain these
applications is becoming ever more unmanageable.
This is why financial institutions are increasingly
turning to standardized commercial off-the-shelf risk
management systems (RMS). Nowadays the DNB
almost always requires off-the-shelf solutions due to
the operational risks, reliability and manageability
of the processes. As long as financial institutions
aren’t just using an Excel spreadsheet, everything
should be OK.
However, in actual practice selecting a suitable
RMS is not without its challenges. The individuals
responsible for selecting the RMS are not always
equally well-informed of the gaps between user
requirements on the one hand, and the functionality
provided by the RMS on the other. A thorough analysis of current and new processes, combined with
information acquired from the requests for information and proposal is therefore crucial. In addition,
knowledge of the functionality of the different RMS
systems and their reputation is required to be able
to make a well-considered choice that is a good fit
for the organization.

Embedding an RMS into the existing organization
also requires attention. Reserving sufficient capacity
and the availability of specialized in-house knowledge are critical success factors for the RMS implementation project. A comprehensive test plan will
have to be developed to confirm whether or not the
system meets the previously defined requirements
and generates the expected output. Reconciliation
with existing information and reports requires an
expert’s eye.
Subsequently managing the risks on the basis of
the RMS is not good enough. Not only the RMS’s
compliance with laws and regulations, but also its
consistence with the organization’s policy and basic
principles, must be verified on a regular basis and
adjusted as necessary.
Actual practice proves that the selection, implementation and maintenance of an RMS are frequently
underestimated. Excellent support from a party with
specific knowledge of and experience with these
types of projects and a fresh outlook are often,
therefore, conditions for success.

j.meulenbelt@zanders.eu

Calendar

Description

Location

Date

Zanders Seminar Treasury Transformation

London, UK

25 September

SAS-Zanders Seminar “BCBS 239”

Huizen, NL

7 October

EuroFinance 2014 Conference

Budapest, H

15-17 October

AFP 2014 Conference

Washington, USA

2-5 November

DACT 2014 Conference

Noordwijk, NL

13-14 November

Zanders Academy: Boot Camp Training Corporate Treasury

Amsterdam, NL

17-19 November

RiskMinds Banking 2014 Conference

Amsterdam, NL

8-12 December

On our website you can find more information on these events: www.zanders.eu
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Zanders

Established in 1994, Zanders is recognized as a leader in treasury
management, risk management and corporate finance. From
our offices in the Netherlands, Belgium, the United Kingdom and
Switzerland, a team of over 130 qualified professionals offers global
services to corporates, financial institutions, organizations in the
public sector and NGOs.
Our main strengths are specialization and independence. Being
independent means that we work solely on behalf of, and in the
best interests of, our clients. This avoids any conflict of interests.
Specialization forces us to stay at the forefront of all developments
in our areas of expertise and to remain innovative.

From Idea to Implementation:
• Strategy & Organization
• Processes & Systems
• Modeling & Valuation
• Structuring & Arranging
Our Areas of Expertise:
• Treasury Management
• Corporate Finance
• Risk Management
Our Services:
• Advisory Services
• Interim Services
• Outsourcing Services
• Transaction Services
Client Areas:
• Corporates
• Financial Institutions
• Public Sector

www.zanders.eu
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