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“I don’t think anyone chooses a
career path in treasury. Rather,
treasury chooses you! I completed
my bachelors in economics & finance
with the plan of entering financial services, but the idealist in me
steered me towards a brief career
in teaching. The decision to become
a qualified teacher of mathematics
came quite naturally because it
felt like an extension of my various
voluntary roles as a youth worker at
the time.
I must admit, in trying to inspire
my students to become what they wanted to be, I
realized that I needed to practice what I preached
and should return to pursuing my ambition of
completing my masters and working in financial
services. So after a few years I left teaching, only to
go and work with a friend for a year on developing
his event management business – not quite the
smooth career transition that I wanted, but it was
definitely an enjoyable experience in which I was
able to develop my business mind and prepare
myself for going back to university.
After completing my masters, I remember reading
the job description of an opportunity with an unnamed treasury consultancy. With every line that
I read, I felt that the advert spoke directly to me.
After some research, it became quite clear that the
company was Zanders and I knew from then that
I wanted to work in treasury.
In late 2012, I joined Zanders as an intern.
Quite soon after, I was assigned to a client project,
working on an a SAP Treasury implementation.
Working in treasury can be quite complicated, so
it always helps to know that you are surrounded
by some of the most talented and experienced
individuals in this field. Another great thing about
working for Zanders is that you feel all the excitement of working for huge organizations while
actually working for a small company.
My own future will be shaped by each new experience but I would really like to rise through the
ranks and be one of the individuals to drive
Zanders forward in the UK.”
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Foreword

Our tree
This year we will be celebrating
an historic moment within
our company: Zanders has
existed for two decades! Many
changes have taken place over
a 20-year period; some have
been gradual, some have gone
almost unnoticed. However, in
the past 20 years there have
certainly been many changes,
both internally and in the markets in which we operate.
The world looked very different in 1994. Motorola
was the convincing market leader in the field of mobile phones, even before Nokia took over this position.
In order to connect to the World Wide Web you had
to buy – if you were one of the internet pioneers – a
squeaky dial-up modem following a starter with diskette. For the Dutch it cost around fifteen guilders –
the European countries still had their own currencies.
The landscape of our field looked very different
around that time. However, it was then that, with a
number of major developments in the area of treasury, risk and finance, the foundation was laid for our
current best practices.
Shortly after the first Basel Accord was legally ratified, JP Morgan introduced the world to a concept of
‘value at risk’ in 1994.

The technology for a debit card chip was invented,
trading in derivatives which earnestly started to
achieve development and treasury management systems were more than just the expanded Lotus 1-2-3
databases.
In this edition Chris Zanders tells us of the important
growth phases of the company that still carries his
name, and of which he took leave at the end of 2013.
To his words I would like to add that I am proud to
have been able to experience the growth of the company and that I was able to make a contribution.
The foundations were laid in 1994; it was then that
the seeds were planted in good soil and, with outstanding entrepreneurs, developed into a beautiful
tree. A tree that grew throughout the harsh winters
and strong storms as we watched the branches
become longer and thicker. Now the tree stands tall
and has its roots firmly planted in the landscape of
treasury, risk and finance.
What will happen in the next two decades? We can’t
know for sure; technology will continue to develop
and life will move at an even faster pace.
We, at Zanders, strive to find innovative solutions for
the challenges we face for the public sector, financial
institutions and corporates. One of the things we
know for sure is that we are careful with our tree, we
nurture new branches and shoots so that the tree
will continue to develop in all its beauty, and that
in future we will always be proud of that which was
planted in 1994.
Sander van Tol
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Client

Anadolubank’s steps to
a new risk management
framework
Six years ago, in the middle of the challenging days of a new-born financial crisis,
Anadolubank Nederland N.V. entered the Dutch market. Looking back, the bank
didn’t seem to suffer much from those challenges and managed to grow steadily.
However, during that process, it became clear that the bank needed to bring its
risk management framework to the next, higher level.
4

The parent bank, Anadolubank A.S., was established in Turkey in 1996. Nowadays it is a well-known
middle-sized bank with 2,100 employees, providing
credits for small and medium-sized businesses. On
entering the Dutch market in 2008, the bank had
a challenging start but its results steadily improved and it expanded from 15 to 35 employees. The
growth meant that more and more projects needed
to be managed while banking regulations were intensified.

“We didn’t have all the expertise readily available
to deal with the latest developments”, says Nuriye
Plotkin, managing director with responsibility for risk
management at Anadolubank. “Larger banks have invested heavily and therefore have more mature risk
management frameworks.” For the implementation
of a comprehensive risk management framework the
bank was looking for more advice and support.

Three phases
“We searched for external expertise”, says Mrs
Plotkin. “In late 2012, we invited six different parties
to be interviewed about their ideas and to get an
impression of their approach. We chose Zanders, because it was clear that they knew the Dutch market
and regulation very well, while showing a good understanding of the specific risk aspects of our bank
– so this met our needs.”

“As a small, new bank we had
to set clear standards”
As a result, in January 2013, the ‘Risk Management
Review’ project was initiated, covering three consecutive phases. In the first phase, completed in
March, Zanders performed a scan of the risk management framework. The detailed review of the existing

Anadolubank’s project
team, outside the
Zanders office building.
On the balcony from left
to right: Jaap Karelse,
Charles Zondag, Chantal

situation resulted in a number of recommendations
for further improvements. “It showed exactly what
we were missing”, says Mrs Plotkin. The completion
of the second phase provided a risk governance
and policy update, which was approved by both the
bank’s management board and supervisory board.

“Risk management is primarily
associated with the flexibility
of organizational structures”

Comanne and Jelmer
Lichthart (all Zanders).
At the front, from left to
right: Zeynep Ulusoy,
Ersoy Erturk, Efsun Degertekin, Nuriye Plotkin
and Lutfi Öztürker (all
Anadolubank).

The main objective of the third phase, which started
in July 2013, was to improve and implement the risk
models and corresponding risk reports. A practical
approach was adopted that dealt with the most relevant items, in line with current best market practices
and took into account the limited size of, and capacity within, Anadolubank. “For instance, a model was

developed that forecasts future cash flows for various purposes, such as interest rate and liquidity risk
analysis, including the expected behavior of our savings portfolios”, Mrs Plotkin says. Charles Zondag,
executive consultant at Zanders, adds: “Many elements played a role in the project. As a small bank
you need to be flexible; continuously balancing between the importance and consequences of relevant
topics, in order to make the right decisions.”
This last phase of the project was completed in
November 2013. During the entire project, Zanders
partner Jaap Karelse was impressed by the way
Anadolubank worked: “A small but fast growing
company like Anadolubank has to deal with a lot of
challenges. Regulators, the parent company and customers all demand fast follow-up to their requests.
But everyone at Anadolubank was so dedicated and
worked incredibly hard – it was really impressive
to see.”
5

Comprehensive

Nuriye Plotkin
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The bank’s steering committee continuously monitored and evaluated the project and took appropriate
steps where necessary. The project team members,
consisting of both Anadolubank employees and
Zanders consultants, met on a bi-weekly basis to
discuss the progress of the various deliverables,
identify action points and update the planning. “We
are a small, new bank with new people entering the
organization throughout the year. So you have to set
clear standards. And this project helped us to do so”,
Mrs Plotkin emphasizes.

Anadolubank’s Lütfi Öztürker, who was responsible
for all credit risk activities within the project, agrees:
“In the past the bank primarily relied on its banking
experience. Now we have a written framework with
guidelines for our day-to-day credit risk management
operations. If you have a problem or a specific risk
issue, we know how to best handle it. It’s clearer for
everybody in the organization now.”

“For a foreign bank in the Netherlands
regulation is a challenge”
His colleague Ersoy Erturk adds: “As we mentioned
in the beginning, the financial sector has been the
most influenced by the volatile conditions of the financial crisis. In order to promote confidence among
financial institution’s stakeholders – including regulators and supervisors – and shareholders, the bank
must endorse strong risk management within their
organization. This project was embraced by all team
members. In our experience, behind the success of
the project we have both a top down and a bottom
up approach – risk management is mandated and
supported from senior management, and each team
member is empowered to speak up and take action.”

Turkish differences
“Risk management is a very deep and wide field of
expertise”, adds Efsun Degertekin, risk manager at
Anadolubank. “It is not easy to implement a framework into a growing organization that can deal with
many changing elements in regulation and the current market.”
Besides that, the Dutch business differs from the
Turkish one, adds Mrs Plotkin. Both the parent bank
and Dutch subsidiary have corporate clients. Mr
Öztürker points out: “In terms of credit assessment,
both banks are conservative. But in the Netherlands
we work with larger international corporates sensitive to interest rates, while our parent bank prefers
small- and medium-sized enterprises.” According to
Mr Öztürker, the main issue is the difference in regulation. “For a foreign bank in the Netherlands that
is a challenge. You have to adapt your strategies in
a short period because of the different regulations.
For the Turkish head office, however, this also brings
useful know-how.”
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Conservative approach

Future steps

What about competition with other Turkish banks?
Mrs Plotkin notes: “Anadolubank’s principal strategy
is to continue healthy growth in each line of business
and capitalize on the growth potential of the Dutch
market.” The bank achieved this growth while maintaining its conservative credit approval processes
although in the corporate lending business the competition is high.
“Anadolubank has adopted a different but prudent
and conservative lending approach since establishment”, Mr Öztürker adds. “Risk management is
primarily associated with the flexibility of organizational structures. Reacting in different ways and
responding quickly in spite of changing conditions
is a flexible approach. And both banks, parent and
Anadolubank N.V., have a conservative approach
but adaptive capacity.”

For Anadolubank, 2014 will have additional challenges, says Mrs Plotkin. “We plan to improve the
reporting system. We received more feedback than
we expected from Zanders. We learned a lot during
the project.” Mr Öztürker adds: “It was a time issue
to finish all items, but we managed it. And we now
have the necessary know-how to scope all remaining
items.”
What are Anadolubank’s plans for the next five
years? Mrs Plotkin explains: “First, we get started
in the right direction and we need to stay on track.
Our objective is to maintain a dynamic risk management framework to ensure we profoundly address
regulatory challenges and the changing economic
environment.”

Would you like to know more
about setting up a risk
management framework?
Please contact Jaap Karelse at
j.karelse@zanders.eu
or +31 35 692 89 89.

20 years
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Chris Zanders looks back over twenty years

Formula for success: knowledge,
continuity and enjoyment
This year marks Zanders’ 20th anniversary. In December, founder
Chris Zanders retired from the consultancy ﬁrm he has watched grow
year by year. In this issue he looks back on his time at Zanders and talks
about the developments that have made the company what it is now.
Chris Zanders started his own consultancy firm in the
early 1990s. Now it is a healthy business with some
130 professionals and locations in four countries.
“I didn’t imagine that at the time,” says Chris.
“Shortly before, I had resigned from my job at ABN
AMRO – a carefully considered decision and a great
relief. I was in my early 40s, had started working for
myself and was very clear on what I did not want.
But what I did want was not quite as clear. I focused
fully on the future; the only interest the past held

for me was the historical perspective. There was
one thing I was convinced of: I only wanted to work
with people I could trust and with whom I enjoyed
working. And I wanted success. But I still had no
idea how to achieve that.”

Privatization
Once Chris was at home without a permanent job,
his head filled with ideas. “All sorts of things were
happening, I did some work for a software developer,

for the Automated Clearing House, and suddenly I
also had more time for my children. I kept my eyes
and ears open, put out feelers; what was happening
and where could I find some business - that was the
ball game.” One day he ran into an old schoolfriend;
Chris asked what he was doing. “He said he was the
director of POI (Personnel, Organization and Information) at the Rotterdam Municipal Energy Company
(GEB Rotterdam). I was very surprised at that, I said:
‘What happened? You were so good at school.’ But
he told me that it was a very interesting world, with
a lot going on. And GEB Rotterdam was also about to
be privatized. I should have known: it was the era of
Thatcherism, with its privatization of public services.
So I asked him: ‘Do they have a treasury yet?’ And
it turned out they did not. That’s how my first major
contract started, which was for a full two years. And
when it ended, the Zanders company was born.”
Chris started on his own but sought collaboration
with others in the treasury world. “What I wanted at
the time was to work with a few people and provide
consultancy services based on our treasury knowledge. That started with the idea of setting up an

expertise office along with several other treasurers. I
had a ‘Pierson model’ in mind; a kind of cost partnership where we would work under a shared name and
share costs, but everyone would have his own practice.” That idea was not immediately implemented,
but in 1994 Rob Naber and Chris decided to move
forward together, as equal partners in the Zanders
firm. Judith van Paassen, who had just graduated
cum laude in Informatics, was also part of the team
from the start.

Reasoning based on the possibilities
They leased a vacant part of Deloitte’s office in
Utrecht. An entire corridor, with use of the cafeteria,
security, and all the rest. “It was an excellent time.
We worked at our clients and met at the end of the
week to discuss how it had gone and what we would
be doing the following week. Rob Naber was bursting
with ideas. New clients, that was the challenge; how
could we reach assignments? We managed it and we
found more and more clients. To the people whom
we employed we offered a nice salary and an excellent bonus scheme which allowed us all to make a
good living. And our revenue continued to increase.”
After three years, in 1997, Zanders had outgrown the
Utrecht office and moved to Zeist, into a premises
renovated entirely to its specifications. “It had a big
table in the lunchroom where we had lunch together.
The atmosphere was very good – that has always
been the most important thing for me. We based our
reasoning on the possibilities, those really were successful years. We organized courses for the finance
people from housing associations, for instance, with
Rob Naber lecturing on interest rate risk, and brought
out our first publication, a booklet on that topic.”

Continuity across the board
Over the years Zanders grew horizontally as well,
adding banks and businesses to its client base,
alongside housing associations and municipalities.
Chris memorizes two of Rob Naber’s initiatives which
illustrate the company’s expansion. “He was looking into risk management and the quantification of
market risks at banks. Judith knew a recent mathematics graduate who started following a postgraduate program while working at Zanders. That
was Jaap Karelse. Shortly thereafter Jaap and Rob
started working together offering risk management
to banks. That is how the contract with ING started,
a client that we still do a great deal for. Later, Rob
came up with the idea of using software to do more
for businesses, using treasury management systems.
He made contacts and introduced Judith to SAP.
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She subsequently started growing that arm of the
business and did it very well indeed – approached
it entirely from the treasury, without making us
dependent on a single software supplier. Bart-Jan
Wittenberg and Sander van Tol also brought new expertise with them, which further broadened our field.
It is great to participate in those developments: the
approach based on knowledge, seeing the pleasure
that the individuals took in their work and of course
all the new contracts that we landed as a result. This
continuity in the work, while offering good value for
money, was an important factor for our success.”

my daughter. But those were the years in which
we really found our way as a larger whole. We had
determined our course, continually increased our
focus, with real departments and a clear marketing
strategy: ‘treasury & finance solutions’ instead of
the laundry list of expertise areas that we advertised
previously. Because we were flexible, we simply
continued to grow, through every bubble and crisis.
If the public sector market was having difficulties, we
shifted towards the healthcare sector. We knew the
business and had the quality.”

Crossroads
Through every bubble
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Revenue doubled every five years and, in 2002, Zanders once again moved into an even larger building,
this time its current head office in Bussum. “I think
that an important foundation for our current success was laid at that time. We had a close team and
a good allocation of tasks,” says Chris. With Jaap
Karelse, Sander van Tol and Bart-Jan Wittenberg –
along with Judith, Rob and Chris – the management
team now comprised six partners. “Everyone had
his or her own area of expertise, although I did
notice that I was from a different generation; while
the others were choosing a nursery school for their
little ones, I was touring colleges in the US with

In 2005 Chris was facing crossroads as Zanders continued to grow. A decision was made to strengthen the
firm’s international focus. That is why Laurens Tijdhof
started growing the company’s foreign activities from
his base in Brussels and Zanders opened a location
in the UK in 2008. “We needed that foreign market,”
says Chris. “The solutions assignments that Judith
took on were simply outgrowing the Netherlands, we
had to seek further growth internationally. London
had since emerged as a new growth center. Between
2005 and 2008 we became a more product-driven organization. I see that Jaap Karelse is now developing
successful new products for financial institutions,
such as new forms of savings and mortgages. That is

fantastic, to design all sorts of wonderful new things
from one’s knowledge. And what we are now doing
for businesses using system solutions is something
we can also help banks with.” In 2009 Laurens Tijdhof
became a partner as well; two years after, Chris felt
it was time to hand over the day-to-day management
to the ‘younger generation’: Sander van Tol took over
his role as managing partner. In 2013, finally, Gerbert
van Grootheest also joined the team.

Changing the control model
“One thing is certain: the market and the people are
fully there,” says Chris. Things have changed in one
important respect, however, he stresses, in that you
used to be able to just get to work when you saw an
opportunity. “If you continue to grow like we did,
you also have to worry that your culture might change. In that case you need to find a different governance model. You have to keep the units you work
with small,” Chris says, using a military analogy. “In
that case you do need a different sort of commander
that can align the groups with each other. Besides
project leaders you also need captains who ensure
that the organization as a whole remains in balance.
And those captains must have their own areas of
expertise. It’s like the story of the three men who
want to climb Mount Everest. That is a process; you
don’t just climb to almost 9,000 meters without a
plan. The preparation takes three years. But ultimately they all reach the top and the first shouts: ‘This
is amazing, the next challenge is K2!’ The second
says: ‘The way we accomplished this as a team, that
is unique!’ And the third says: ‘Grab the camera and
the flag and let’s take that picture because I have an
interview tomorrow!’ Three entirely different motivations, but you need all three in an ideal mix in order
to reach the top.”

Chris Zanders
At the end of 2013, Chris said goodbye
to the consultancy firm Zanders. But
his entrepreneurial spirit is still alive
and well. At the end of 2012, Zanders’
ventures company split off from the
consultancy firm. Chris continues to
be involved with Catena Ventures as
a shareholder and chairman and is
looking forward to staying active for
many years.

The difficulty of saying goodbye
For almost 20 years Chris’s path with Zanders was
one that constantly brought him to new crossroads,
new choices and new situations and challenges to
tackle. “Now I’m done, from my perspective it was a
good moment for me to say farewell,” he says. “You
cannot leave an organization just partly, not even if
it carries your name. As I wrote in my last foreword: I
am happy to consign the difficulty of saying farewell
to forgetfulness – which Nietzsche called a blessing
for the human spirit. Forgetting allows us to create
room for new challenges. I am leaving the consultancy business, but hope to further contribute to
the venture business. I know myself and know that
I shouldn’t be managing any large, complex organizations, but I know that I can help grow businesses
and constantly contribute new ideas. There is now
a very strong consultancy business, but one that is
certainly facing some challenges. The world is open,
full of opportunities, I look forward to following the
developments. In Europe, Zanders is the best on a
number of points, but our world is also constantly
in flux. I am happy to leave it to my successors to
figure out how to organize that and innovate in order
to respond to all the challenges, and wish them
every success in doing so.” Chris looks back on 20
years of Zanders with pride. But he is not just proud
of himself: “We were able to grow our excellent
business thanks to the trust of our clients and the
enthusiastic devotion of our employees. I am intensely grateful to them for that.”
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DSM introduces new SAP system to optimize
international payment settlement

Rapid steps towards
new standardization
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Although DSM’s payment factory offered an exceptionally high level of service,
the system was no longer supported by SAP and, to avoid rising maintenance costs,
Dutch multinational DSM decided to switch to a new version of the SAP system.
With 160 business units in 25 countries around the world, as well as new
standards for SEPA and SWIFT, the challenge was huge.

Pictured, from
left to right:
Raymond Snijkers
(DSM), Laura Koekkoek
(Zanders) and
Hans Vossen (DSM).

In the first half of the twentieth century, state-owned
company Dutch State Mines was still exploiting
underground coal seams in the province of Limburg.
Slowly but surely, it continued to expand as a chemicals company, when it started producing ammonia
and artificial fertilizer based on by-products released
when coal is vaporized. In 1973, the last coal mine
was shut down but the decision was also made to
abbreviate the company’s name to DSM. Production
had been shifting increasingly away from bulk chemicals and towards nutrition and performance materials (plastics). The petrochemical activities were sold

in 2002. The Dutch government listed 69% of the
shares on the stock exchange in 1989, followed 17
years later by the remaining 31%. DSM has held the
designation ‘Royal’ since 2002. From its head office
in Heerlen, the company operates on an international scale from several hundred branches and its
products are used in various sectors including the
food industry, the healthcare sector, the automotive
industry, paint and construction. DSM has steadily
expanded in recent years and now operates in 25
countries around the world.

A new SAP system
In 2002, its expansion prompted the company to
acquire and implement an SAP system which (on a
small scale) was gradually rolled out across various
countries in which DSM was already active at that
time. The ultimate outcome was a new payment
factory capable of processing all payments through
a single channel, which went live in 2005. “We were
really pleased with the system and had built a reputation and a service level that we could be proud of”,
relates Raymond Snijkers, manager of the payment
factory & IT. “In terms of straight-through processing (STP) rates, the banks rated us very highly. We
had very few payments refused in proportion to the
volume.” In other words: the payment instructions
were automatically processed correctly, without
human intervention.
In 2012, however, the need arose for a new SAP
system. Snijkers says: “To avoid an exponential
increase in maintenance costs, our IT organization
decided that the existing SAP system had to be upgraded to the latest standard. We were still using R3
systems, with a CFM2.0 module for treasury. But by
then, SAP had adapted its products to new technologies. With treasury, we set about investigating what
this would entail for us and it soon became apparent
that we were looking at more than just a technical
upgrade. The SAP system for treasury had changed
so much that an upgrade alone wasn’t enough; we
had to do a redesign.”

Thoroughly prepared
The treasury department began looking into the
best way of tackling the redesign. Snijkers says:
“If we were going to make such a big investment,
we would have to look at ways from the outset of
maximizing the benefits, guided by the basic premise
that processes had to remain secure. Our internal
control design was perfect and we certainly didn’t
want to abandon it. So the choice was to opt for an
upgrade that was both technical and functional, but
which is based on the current treasury processes,
with internal control and all the features necessary
in order to use the system securely. In this sense, it
was not a ‘green field’ approach.” By then, SEPA was
also in the offing, which meant that, as a corporate,
DSM had to get to grips with different payment
methods. On top of that, Swift was opening its doors
to corporates with SWIFTNet. As well as the various
new takeovers and cooperative ventures, it was
clear that DSM, and corporate treasury in particular,
faced quite a few challenges in switching to the new

system. “That’s why we prepared the project very
thoroughly,” recounts Snijkers, “being well aware of
what lay ahead. As treasury, we are in a high risk environment, which means we are extra cautious with
these kind of things. After thoroughly investigating
all the potential implementation partners, we chose
Zanders.”

Tight timescale
The project, which was dubbed TRUST (The Road to
Upgrade SAP Treasury), got underway in September
2012, with Snijkers as the project manager. “We
were aiming to get the system up and running in
less than 10 months, including the roll-out to 160
DSM business units in 25 countries. To compound
matters, we had to achieve all of this at a time when
DSM was already tied up with another large project
involving the global reorganization of its creditor admin system, as part of which all the units around the
world were transferring their invoice payments to a
central service center. So, as well as building a completely new treasury system, with all the interfaces,
we also took on the task of simultaneously switching
to SEPA and SWIFT connectivity”, explains Snijkers.
“It was partly because of all the challenges we were
facing that we chose such a tight timescale”, relates
Hans Vossen, VP corporate treasury at DSM. “DSM
never stands still. As a company, there are a number
of risk factors in a project which you constantly have
to bear in mind, such as the right staffing levels,
backup and communication and good time management. Everything had to be done within a very short
space of time.
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So the idea was: we freeze everything and don’t
make the changes until the new system has been
introduced. You can’t sustain this situation for long,
not least because overruns cost money. Things went
smoothly for a long time; it wasn’t until the end that
we came across hurdles. One and a half months
before the system was due to go live, we knew it
wouldn’t be easy to stay on schedule but at the same
time I think the success of the project really hinged
on the fact that, for a very long time, we focused
on going live on 1 April. Because of this, everyone
worked tremendously hard when we decided to postpone the implementation by a fortnight.”

Unexpected hurdles

14

The project went live on 1 May 2013, and all customers started using the new solution from that date.
“Zanders was actually ready by then”, says Vossen.
“All the major issues had been resolved. But when
we went through the payment circle, we did encounter a few problems. Internally, it was paramount to
get all 160 units up and running but, where creditors
are concerned, you can’t test in advance whether
everything will work properly. To then discover
that something isn’t working properly is, naturally,
frustrating. And a real shame, because everything
had been going so well up to that point. Although it
caused the users a bit of inconvenience, all the issues were tackled swiftly.”
According to Snijkers, the complexity and diversity
of the payment factory was one of the key issues.
“Migrating from the various customized elements we
had introduced in the old system to the new payment factory proved very challenging. On top of that,
the introduction of ISO20022, combined with SWIFT

connectivity, didn’t deliver the degree of standardization we had hoped for. Because of this, the set-up
and testing phases of the change process are a huge
undertaking – which meant the project threw up
plenty of unexpected hurdles.”

What did Zanders do for DSM?
• Treasury process analysis via workshops to
determine the project scope, for the following
processes:
• Master data management
• Market data management
• Recording and accounting for financial
instruments
• Cash management
• Intercompany payments
• Payment factory payments
• Bank connection
• SWIFT onboarding and implementation
• SWIFT service bureau selection and
implementation
• SAP treasury implementation, including cash
management (CM), treasury and risk management (TRM), in-house cash (IHC) and bank
communication management (BCM)

Resuming high service levels
In the end, therefore, it took longer than planned
to make the switch to an efficient new system of
standardized processes. “Compared with the implementation of the old system, this project was rather
more complex”, says Snijkers. “Our payment factory
has expanded greatly in the past seven years. We
now provide a truly global service and the number
of payments, payment methods and customers
has increased dramatically. Despite this, we have
managed to maintain a very high level of quality in
recent years. And it proved challenging maintaining
this level during this latest implementation”.
According to Vossen, the treasury department has
also set the bar high: “If 99 per cent of payments
proceed smoothly - that’s the percentage we are currently achieving – that means one percent is going
wrong. Other companies have an average of one and
a half per cent. So we’re doing well, but we’re coming from a figure that was less than one per cent.”
As soon as the final problems have been resolved,
that percentage must creep back towards the old,
exceptionally high service levels. “It’s already clear
that we can handle acquisitions and disposals much
better and faster than in the past. A company that is

being taken over can quickly be connected up to
the payment factory. These are major benefits”,
Vossen believes. “And when you bear in mind
how many stakeholders we’re dealing with, how
complex it all is, we’ve done tremendously well.
For just one team, comprising DSM insiders and
Zanders consultants, to successfully complete
the project is very impressive. Snijkers says: “It
was delivered within budget and without any
significant adjustments. And I’m confident that
we can now further improve our straight-through
processing (STP) rate and are able to offer our
customers the high service level to which they are
accustomed.”

Growing with DSM
Despite its international expansion, the company has also increasingly become “One DSM”.
Vossen explains: “The payment factory is still
the best example of the standardization we
have achieved. Everyone initially had their own
payment solutions; now we handle around 80%
through a single channel. So there are still quite a
few units and countries to go. And because DSM
is undergoing such a transformation,
you constantly have to adapt to the elements
of the payment factory. At the end of the day,
it’s all about the users: they have to make it
cost efficient.”
At present, around 45% of sales are still generated in Europe. With the change in focus, moving
from coal, via chemicals to nutrition and performance materials (like plastics), DSM’s sales are
also shifting towards China, Latin America and
the USA. “It was only a couple of years ago that
we were able to connect nutrition to the payment
factory. Sales in high-growth economies such as
China have risen very sharply in recent years”,
explains Vossen. “Now that we are getting more
and more business from our international activities, the roll-out of the payment factory became
a necessity. We are growing with DSM.”
Hans Vossen (l) and Raymond Snijkers.

If you would like to find out more
about one of the above services,
contact Laura Koekkoek at
l.koekkoek@zanders.eu
or on +31 35 692 89 89
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IN MEMORIAM
Raymond Snijkers
A few weeks after the interview for this article,
on November 10th, 2013, Raymond Snijkers
died in a fatal road accident.
Both the treasury community and his
DSM-colleagues miss him dearly.
Raymond was a unique person. Loyal and
dedicated, radiating energy to those around
him, and an inspiration to all.
Our thoughts are with his family.
On behalf of Zanders,
Judith van Paassen
Laura Koekkoek

Vision
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Longevity swaps
and value creation
Due to better healthcare and a safer living environment, the average life expectancy in
the developed world has been increasing. For life insurance companies this uncertainty
creates ‘longevity risk’ – one of their major risks. They can use longevity swaps to
hedge the possibility of people living longer. Can longevity swaps create value too?

Under Solvency II, all risks that cannot be hedged
away against zero or low costs are classified as
non-hedgeable. Because a deep, liquid market with
instruments to hedge longevity risk doesn’t exist,
longevity risk is one of them. Despite the Solvency
II classification, life insurers can still use longevity
swaps to hedge their longevity risk.
This leads to the following questions: how does a
longevity swap impact the balance sheet and capital
requirements? Can value be created with the use
of longevity swaps? And is the market value margin
impacted by the longevity swap?

Capital requirements and the balance sheet
Regulators require that life insurers hold capital. The
minimum required amount of capital is called the
Solvency Capital Requirement (SCR) and is based on
individual SCRs for each risk, e.g. market risk, credit
risk, longevity risk, etc. The total SCR is not equal to
the sum of the SCRs because of diversification effects. Equation 1 gives the basic SCR formula:

Equation 1

Besides holding a minimum amount of capital,
Solvency II also requires that insurers must present
their balance sheet at market value. As most of the
assets on the balance sheet of insurers are marketable securities, this is straightforward, but for the
liabilities this is more difficult. One of the fundamental principles of market consistent valuation is
to value the insurance liabilities at ‘fair value’, i.e.
the amount for which a liability is settled, between
knowledgeable, willing parties in an arm’s length
transaction. In order to get a market consistent value
of the liabilities the expected (best estimate) liability
cash flows are discounted at the risk free rate.

Free Equity (11,47)

Equity
(26,05)

SCR (14,58)
MVM (3,95)

Assets
(100.00)

Liabilities
(73,95)
Best Estimate (70,00)

Figure 1: Balance sheet
This approach misses a key risk for the hypothetical
buyer: the uncertainty of the insurance liabilities.
Therefore next to holding assets to meet the liabilities, the buyer needs to raise and hold capital. The
compensation for raising and holding capital for the
liabilities is called the market value margin (MVM),
or risk margin, and applies only to non-hedgeable
risks: if a buyer can transfer a risk associated with
the liabilities into the market, he would not have to
hold capital to support it. Another non-hedgeable
risk is operational risk.
Under the Solvency II framework, the MVM is calculated as the discounted value of the costs of the future
SCRs, see Equation 2.

Equation 2
Currently the cost of capital (CoC) under Solvency
II is set at 6%. Visually the balance sheet including
the MVM and the SCR is presented in Figure 2. Note
that the SCR does not impact the balance sheet, but
is measured against the amount of available capital.
In other words, the amount of equity must be higher
that the SCR.

Figure 2: Payout
pattern and Cost of
Capital over time for
the longevity risk SCR

The example is based on an insurance company with
100 assets and a best estimate of the liabilities of 70.
It is assumed that the risk profile of the insurance
company consists only of market risk, longevity risk
and other non-hedgeable risks. For those the SCR is
given as 10, 5 and 5 respectively. With correlations
prescribed by Solvency II, this adds up to a total SCR
of 14.58. Under the assumption that the SCRs in the
future are always proportional to the best estimate,
the MVM equals 3.95.
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Longevity swap
The structure of a longevity swap is in essence similar to an interest rate swap, consisting of a floating
leg and a fixed leg. The fixed leg contains payments
based on the agreed survival rate (agreed at the
swap initiation) and the floating leg contains payments based on the actual survival rate. The survival
rate is the percentage of the population that has not
died after a certain period.
As the longevity swap market is an undeveloped
market, the swaps have a very illiquid nature. Together with the imbalance between the buyers and the
sellers of these swaps, this means that the buyers of
longevity swaps have to pay a premium.

The market value of a longevity swap is equal to the
premium and in this example it is assumed to be
equal to the MVM solely based on longevity risk. For
the insurer, this results in an arbitrage-free, consistent pricing method.

The capital relief is based on the current and future
decreases of the SCR and the cost of capital. It is
calculated using the formula in Equation 3, in which
SCRtunhedged is the SCR without the longevity swap
and SCRthedged is the SCR including the longevity
swap.

Entering a longevity swap decreases (or removes, in
the case of a perfect hedge) longevity risk and therefore decreases the longevity SCR. This reduces the
overall SCR and increases the free equity. This SCR
reduction is for the lifetime of the longevity swap.
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Equation 3

The question that remains: is the MVM also affected, due to the SCR reduction of longevity risk? The
definition of the MVM provides the answer to this
question. In principle you cannot assume that the
MVM is affected by a longevity swap, because you
cannot assume that the reference entity takes over
the longevity swap in an arm’s length transaction.
The hedge is not low- or zero-cost because there is
still a premium to be paid.

The table below shows the balance sheet after the
purchase of the longevity swap:

Value creation

The value destruction in the example is equal to
-1.45 (2.50 - 1.05). Note that the amount of value creation/destruction depends heavily on the underlying
assumptions such as the underlying SCR correlations, the SCR proportions between the different risk
types and the value of the longevity swap.

Because the MVM is not affected, value creation by a
longevity swap can only come from capital relief over
the lifetime of the swap. Value creation is defined as
the difference between the value of the created free
equity and the costs of entering the longevity swap.
Using Equation 2, the arbitrage-free price of the
swap is derived as the total discounted future cost
of capital for the longevity risk SCR, based on a
typical payout pattern. This is graphically illustrated
in Figure 2. In our example the price of the swap is
2.50, and the total SCR decreases to 12.25. Note that
the SCR decreases by less than 5 as a result of the
diversification effect in the square root formula.

Balance
Assets
Longevity swap
Capital relief
Total

100,00 Equity
(2,50) Best Estimate
1,05 MVM
98,55 Total

24,60
70,00
3,95
98,55

Conclusion
Since the MVM is not affected, value creation is only
possible if the capital relief is greater than the cost
of the longevity swap. Due to the illiquid nature of
longevity swaps, they require large premiums. In addition the diversification effects, the correlations between SCRs in Solvency II, ensure that the reduction
in total SCR is less than the hedged longevity SCR.
Although there can be other, valid reasons to use
longevity swaps, they do not create value for life insurance companies in the Solvency II world of today.

For more information on
longevity risk, please contact
Steffen Pang on
s.pang@zanders.eu
or +31 35 692 89 89.

Expert opinion

More or less? The constant
ﬂuctuation of risk
European insurers are not only facing extremely low interest rates and the introduction
of the Ultimate Forward Rate (UFR), they must especially take into account the presumed
equirements of Solvency II, due to come into effect in 2016. How does an insurer approach
the risks in 2014? Theo Berg, director of Group Actuarial Risk Management at the
Delta Lloyd Group, gives his view.
Financial institutions are being confronted with higher
capital requirements and supervisory costs. What do
you see happening in this area in the coming years?
“We are seeing a natural reaction to what has happened. More and more regulations and requirements
are being added – after all, we have concluded that the
ones in place previously did not function adequately.
Risks were underestimated, which had major consequences for financial institutions. It is logical that
measures are being taken from the supervisory standpoint. But these are measures which could have prevented the causes of the previous crisis. The danger
is in thinking that we will be able to prevent the next
crisis with new regulations and ratios. I do not think
there is any preventing it, but you can limit the impact
of a crisis with a certain culture, certain behavior.

The requirements that the regulators are stipulating
must remain realistic. Solvency II is based on the
total market value approach, the entire balance sheet
therefore. In principle you include all risks in that, but
it naturally becomes a compromise proposal.”
Is it similar to the regulations for banks?
“In the banking sector you do not have capital requirements defined for all risks and you see that everyone
is going to make their own estimations of the risks that
are there. That is different from the insurance industry:
banks seem to pay more attention to all the rules they
must satisfy, but less attention to the risk that they are
able and willing to accept. So they pay less attention
to the risk allocation across the total balance sheet.”
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How does Delta Lloyd work out its risk allocation?
“It is important to us that we don’t use a standard
formula, but our own interpretation; our own internal
model for Solvency II. Why do we do that? We want to
know what risks we are exposed to - that allows you
to conduct your policy accordingly and anticipate the
risks. The challenge is to know all the risks.

“The client’s interest is the priority, but
you have to wonder whether the client
always knows what is best for him”
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At Delta Lloyd the main focus areas are therefore identifying, measuring and managing risks. In this process
we assume that the models cannot always predict the
whole truth - that is where culture and behavior play
a role. The experts supply the information and engage
with the generalists in the organization in discussion
on what should be done with this information - the risk
budget. This ensures that it isn’t coming from just one
corner of experts or generalists and it is clear from the
start what risks we are able and willing to take, and
what price we attach to that. We are not saying that
we have a monopoly on wisdom, but this allows us to
manage our risks in a controlled way.”
What do you mean exactly by the effect of culture and
behavior?
“As risk managers we must be very aware of what
behavior we cause or encourage. That is why at Delta
Lloyd, risk management is involved in the various
business units and we indicate what trends must be
anticipated. The weighing of risk against return must
be top of mind for everyone in all the units. We have
moved from managing on the basis of volume to more
risk-based management.”
Do all insurers use their own internal model?
“There are companies that do not like the idea of an
internal model for reporting to the regulator. If you
yourself know what the risks are, you can do that very
well using the standard formula as well. The important
point is that there must be management attention;
there must be a realization of which risks you need to
focus on.”
In the run-up to Solvency II, DNB decided to introduce
the theoretical solvency criterion (TSC) alongside
the EIOPA requirements (in relation to pillars 2 and
3). This again deviates somewhat from the European

rules. Failing to comply with these rules can affect
dividend payment, for instance. How do you interpret
these rules?
“The TSC is part of a larger decision, the decision
amending the Financial Supervision Act. What the DNB
wants is to prevent solvency problems as the result
of dividend payments. No one can be opposed to that
thinking. Risk management is a very good thing of
course, but we are getting a bit ahead of the Solvency
II legislation at the moment; we are taking on certain
elements from it but not others. The Dutch Association
of Insurers takes the position that we should not take
loose bricks from a political framework, but simply
introduce Solvency in one go, on January 1, 2016.

“A pilot usually has just one control
stick, at the moment we have five”
The Ministry of Finance and DNB have stated that they
do not want to wait until that point and are therefore
already introducing it in part. The great disadvantage
is that we are once again faced with a different system
to what we had. As a listed insurance company we manage on the basis of an IFRS balance sheet, the current
Solvency I balance sheet, an Economic capital balance
sheet, a standard formula balance sheet and now we
have to keep an eye on the TSC as well. A pilot usually
has just one control stick: at the moment we have five.
So which one do you use? We opt to steer a middle
course, but this means you cannot hedge all risks on
all balance sheets.”

About Theo Berg
Actuary (University of Amsterdam, 1989) and Econometrist
(1991), Theo Berg has been responsible for capital and risk
management at the Delta Lloyd Group since 2008.
He reports to the board of management and is their key
adviser in this area. He is also ultimately responsible for
the implementation of Solvency II at the Delta Lloyd Group.
His main ancillary activity is as chairman of the Risk
Management Committee of the Dutch Association of
Insurers, a position he has held since 2009.

Beyond this, what impact will the TSC have on the current de-risking activities at Delta Lloyd?
“We are looking at the consequences of Solvency II,
the TSC is more a derivative of this. Within Solvency
II it is the case that certain asset classes entail high
capital requirements. The question is whether the riskreturn ratio will still be sufficient to continue investing
in those asset classes. We already did quite a bit of
de-risking last year. It is a constant process of seeking
the right balance of risk and return. And at a certain
moment you reach the optimal point of diversification.
In order to get a good estimate, we create the insights
ourselves. We like to do our own risk analyses of the
creditworthiness of southern European countries for
instance. And we realize that the models do not always
tell the truth. Interests must be constantly weighed
and all the elements must be on the table for this. It is
a constant fluctuation of more and less risk.

“We must be very aware of what
behavior we cause or encourage”
We have also seen in the Dutch economy that there
are issues in relation to healthcare, mortgages and
loans. The Dutch Association of Insurers has some
initiatives to get SME financing back on track, for instance. We invest a great deal in the Netherlands and
can therefore also play a role in financing larger companies. That is facilitated by the matching adjustment
from Solvency II. Unfortunately, we still have to wait
until that is implemented.”

It has emerged on the pension market that defined
benefit plans, where the pension fund takes on the
investment risk, are no longer profitable and insurers
are also phasing out this form. Do you see other developments in this area, in view of the regulation?
“Regulation always has an impact. It is the result
of a political compromise which you must continually adjust to. At the moment people increasingly
want defined contribution plans, based on their own
investment return. This stems mainly from the trend
towards individualization and the question is whether
this is a desirable direction for our society. Personally,
I think a more hybrid system is needed in which you
can provide real security for certain income levels. The
client’s interest is the priority, but you have to wonder
whether the client always knows what is best for him.
People follow the herd, they join in with trends that are
following ever more closely on each other. We have
to reason on the basis of longer terms, of many years.
That is why we have a lot of contact with our clients,
in which we help them to be critical, and we engage in
research and analysis on a daily basis.”
To what extent does the Ultimate Forward Rate (UFR)
affect an insurer?
“Our capital ratio is based on the curves as published
by DNB. When the UFR was put in, it had a positive
effect on our capital ratio. As a risk manager I do
think to myself, you cannot really hedge on the basis
of the UFR, can you? That curve is so elusive, what
can I do with that? On the other hand, that is why it
was introduced. What you saw happening was that
many insurers and pension funds tried to replicate the
long-term curve via the swap curve, which created a
lot of pressure to match the valuation curve. This gave
rise to a sort of self-fulfilling prophecy, which caused
disruptions in the longer term because of liquidity
shortages, since everyone was matching on that basis.
If you use a capital market curve, this can result in that
curve artificially heading in a certain direction. Then
the regulator said: we can look for a curve that gives
adequate liquidity. But because that seemed impossible, the regulator adopted the UFR as the best longterm estimate for the curve, which indeed you cannot
match. This also means there are no more disruptions
on the long end of the curve. I understand the macroeconomic principle, but you now have to ask what it
means. You cannot blindly assume that you are going
to make that interest rate of 4.2%. It involves risks that
cannot be easily determined.”
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Academic ambitions in
the Zuidas district
VU University has undergone major growth over the past two decades. Initially, the Amsterdam
university did this without making any appreciable additions to its accommodation, but since
2011, the metamorphosis on the academic side of the Zuidas district has been clearly visible.
A special solution has been found for the ﬁnancing as well.
The Netherlands’ most compact university has a
prime location: adjoining the capital’s Zuidas business district and the VU medical center. The VU’s
situation is unique in that the city has grown towards
it. Both its collaboration with the business sector
and with the medical world takes place just a stone’s
throw away.

In 1992, the university had approximately 8,000 students; that number is now around 24,000. In terms
of the university’s physical real estate, however, not
much has been added since the early 1990s. And yet,
without any appreciable increase in its accommodation, the number of students studying at the VU has
tripled. Partly because of the major growth that the

On the right:
An artist impression
of the O|2 building.

university has experienced, the VU adjusted its substantive vision to the future, under the motto ‘VU
Amsterdam: looking further’, and plans were drafted for expanding or modifying the campus. Since
2003 the university has been considering a vision
for the campus, it was only a few years later that it
made that vision concrete and the plans for the current renovations on the VU site were established.
This gave rise to funding requirements as well.

The early crowd-funders

On the left page,
from left to right:
Peter Wemmenhove,
Hanco Gerritse
(both VU) and
Koen Reijnders
(Zanders).

The VU was founded in 1880 by a group of reformed Protestants, led by Abraham Kuyper. They
felt that the education offered at other universities
was too liberal. The ties with the reformed Protestant church were strong up until the 1970s. The VU
was in fact founded using an early form of crowdfunding: donations from reformed Protestants
throughout the Netherlands financed the education at the VU. Fundraisers went door to door asking
for donations, carrying green collection boxes
bearing a picture of Abraham Kuyper – not only
a minister and politician, but also known as the
founder of the Anti-Revolutionary Party. Radboud
University was financed in a similar manner, but by
the Catholic community in the Netherlands.

“It shows that a triple-A-rated
European institute has
confidence in our plans”
Its original source of funding means the VU has
a special structure. While other universities have
their roots in the Education Act, the VU is a Dutch
stichting (foundation), called the Stichting VUVUmc, with the university (VU) and medical center
(VUmc) as divisions. Other universities such as
Leiden University and Utrecht University also work
with medical centers, but as separate legal entities
and not within a single foundation. “This structure
makes it more difficult to arrange funding in the

Seven projects
The projects that fall within the project financing are:
- The O|2 building (due for completion in 2015)
- The Campus square (University building NU.VU)
- New power turbines in the VU’s own power plant:
Energy center
- Renovation/upgrade of Main building
- Car park under the O|2 building
- Upgrade of the Medical Faculty building
- Changes to the Mathematics and Physics building

way that other universities do,” says Hanco Gerritse, financial director at the VU. “The VU and VUmc
operate as separate entities but must always take
each other into account in their financing. In the
Netherlands, universities have the possibility of
getting funding from the Dutch Ministry of Finance.
However, this method of funding, called ‘schatkistbankieren’, was less attractive in this instance. We
therefore chose to work with Zanders, so that the
consultants could support us in finding the best
financing solution.”

As first university
Zanders first had to investigate how the VU could
finance its accommodation plans. Alongside possibilities of bank financing, the VU was also advised
to look into a loan via the European Investment
Bank (EIB). Gerritse says: “The VU did not have any
long-term capital. It was not something we were
set up for. Most of the knowledge required we
gained from Zanders. And they played an important role in the contact with the EIB. The cooperation fits us like a glove, it is a real partnership.”
And the fact that the EIB emerged as a financier is
special, says Gerritse. “What makes it so special is
that we are the first university in the Netherlands
to receive financing from the EIB. Due to both the
creditworthiness and nature of the EIB, the pricing
is far below those of commercial banks. And they
still have more funds available, for the Netherlands
and for education in particular.”
The construction project involves a total investment of some €460 million. The maximum amount
of funding the EIB will provide is half of the
investment by way of combined project financing.
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An early form of
crowdfunding:
donations in green
collection boxes
bearing a picture of
Abraham Kuyper.
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At other universities, schatkistbankieren and/or
loans from commercial banks play a large role in
the financing; the VU itself contributes the rest of
the investment sum for this project, generated from
cash flows and its own resources. These cash flows
come from the government, based on the number of
students and graduates (the first flow of funds), in
the form of research financing (second flow of funds)
or originate from the European Union and businesses (third flow of funds). “The buildings used to be
owned by the Ministry of Education, but since 1995
the universities own their buildings and sites and are
responsible for their accommodation, and are therefore responsible for maintenance and investments
as well,” says Peter Wemmenhove, head of planning
& control. “The VU’s main building was built at the
beginning of the 1970s and is now in need of renovation. This modernization also falls within the scope
of the financing.”

Long-term partnership

Hanco Gerritse

Wemmenhove started at the VU in May 2012. The
project had already been under way for six months
at that point; the information memorandum was
being prepared and sent out. Gerritse was appointed
financial director one year later. Not long before that
he had held the same position at healthcare institution Cordaan, where he also worked on a financing

project with Zanders. “We see the EIB’s financing
as a show of confidence in our plans from a triple-Arated European institute,” says Gerritse. “After all, it
is a public agency and cannot invest indiscriminately.
By investing in our plans, the EIB is endeavoring to
achieve the objectives agreed on between the European countries.” The VU and EIB did not only discuss
the financial angle, the EIB also cooperated closely
with VU’s accommodation department, the Campus
Facilities Organization (FCO) and of course the VU
medical center. Gerritse adds: “Zanders also played
a big role in that, especially because the process was
complicated due to the complex legal structure of
the foundation.”

The most expensive sports fields
Gerritse proudly explains what buildings are being
built with the funds raised: “It is a combined project
to build a number of new buildings and overhaul
existing buildings. The new buildings will be the O|2
building (see box) and the new university building
NU.VU. We are also improving the sustainability of
all our buildings. For instance, in our own power
plant we use seasonal thermal energy storage (STES)
to cool or heat the buildings. In the main building the
shell will remain intact and we will open up the many
small rooms into larger, brighter open-plan offices.
All of which meets the needs of our lecturers and
students.” It means more flexible workspaces as well
as more opportunities for contact between lecturers
and students. “The building must be up to date for at
least the next 15 years,” adds Wemmenhove.

“By establishing the connection with
the Zuidas district, we can give the
entire urban district a boost”
Connections between the businesses in the Zuidas
district and the university are also being stimulated.
“The most expensive sports fields in the Netherlands are across the street,” says Gerritse. “They are
owned by the municipality but we are going to trade
that land, to accomplish a more explicit connection
with the city. The sports fields will then be moved
to behind our site. This puts us closer to the Zuidas
district and brings the businesses even closer to our
campus.”
So there will be even more cooperation between
university, business and the government - it is something the government is also eager to encourage.
The VU recently started a major research program

in cooperation with the University of Amsterdam
and ASML. Some of the laser technology used by
the semiconductor manufacturer was developed at
the VU. Gerritse adds: “That is a really fine example:
conducting research together, using the technological expertise from within the universities and then
together finding applications for this knowledge. It
has yielded a great deal for Amsterdam. Investing in a
strategic partnership makes it easier to achieve such
results.”

Phased approach
The VU’s real estate investment is a multi-year plan
that runs to 2030. Underlying the multi-year plan is
the thinking that the university must find more points
of connection with the city: the VU, looking further.
“The gates must be open,” says Gerritse. “By establishing the connection with the Zuidas district we
can give the entire urban district a boost. That is the
larger, urban planning vision behind our plan.”

What did Zanders and the VU do together as a
project team?
• The contact with financiers (EIB, commercial
banks and the Ministry of Finance), including
negotiations
• Cooperation with FCO (campus facilities
organization), VUmc and Van Doorne (lawyer)
• Drafting of information memorandum, including
model and multi-year projections and including
RfPs
• Selection of financiers
• Structuring of the financing, tailored to the organization and its current financial statements
Within the time span that the European Investment
Bank provides funding, seven projects have been defined, both new build and renovation of existing buildings. These projects comprise the combined project
financing for the first phase. The total multi-year plan
is executed in different phases. The reason for this
phased approach is mainly to limit the risks linked
to the investments. “We will examine the situation
during every phase,” explains Wemmenhove. “How
many students we have, whether the government
financing is changing, how business is developing in
the Zuidas district – these kinds of factors can prompt
us to adjust the course of the plans.” The current investments are still in the first phase and are expected
to be completed in 2018. Residential facilities, retail
units and movie theaters are also included in the
subsequent phases.

Peter Wemmenhove

Better positioned
The funding from the EIB is also reflects another trend
in the academic world, specifically that universities
are becoming increasingly international. The competition between universities is no longer confined by
national borders or even by European borders. In the
international realm, the city of Amsterdam will also
profit from the developments at the VU. “More than
half of the masters curricula are in English,” explains
Gerritse. “As a university and as a city, you are competing on the international market for higher education. The fact that we have good facilities puts us in a
better position in that market as well.” In that sense,
too, the financing from the EIB is an affirmation of its
confidence. “Compared to a commercial bank, the EIB
looks at a financing plan very differently, looking far
beyond cash flows and revenue forecasts,” says Koen
Reijnders, consultant at Zanders. “Probable questions
include, for instance: how will the envisioned building
function and how sustainable is it? The EIB only starts
looking at the financing component when it’s satisfied
from both the engineering viewpoint and the perspective of education economics.”
“We are investing in the Zuidas district,” says Gerritse. “When the VU moved here it was surrounded by
farming land that was being sold and bought. Since
then, this land has grown into a unique area. The VU
had to investigate the right way to develop the space
available and, with this plan, we have succeeded in
doing this.”

Interested in learning more
about financing issues in
the public sector?
Contact Koen Reijnders, at
k.reijnders@zanders.eu
or +31 35 692 89 89.
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Pressure on compliance
due to regulatory changes
Since the Enron scandal and the resulting introduction of Sarbanes Oxley (SOX),
the pace of regulatory change has never lost momentum. On the back of the ﬁnancial
crises of 2008, more new regulations were introduced. The main objectives are to
reduce (counterparty) risk and to increase (system) transparency. How can treasury
use the necessary compliance process as an opportunity to increase corporate
efﬁciency and reduce cost?

While the details of some new regulations are still
being hammered out, a new wave of regulatory
reforms is coming and the consequences will be
substantial for corporate treasurers.
New regulations have an effect on financial
policies, processes and systems and finally
might impact the financial results.
For corporate treasuries, it can be quite a
burden to comply with all imposed regulations;
as well as the burden in terms of resources and

systems, corporates are also facing non-compliance
risk. However, besides the onerous implementation
process associated with new regulation, it can also
be seen as an opportunity for treasury to evaluate
current practices and improve efficiency, risk management and reduce costs.
To gain a clearer understanding, the new wave of
regulations can be classified into four different
categories: system transparency, accounting, tax
and stability – this is shown on the next page.

System transparency
The European Market Infrastructure Regulation
(EMIR) is one of the regulations that aim to regulate
the financial system, with the main objectives of
reducing counterparty risk, reducing operational risk
and increasing transparency. For corporate treasury,
EMIR can have a substantial impact when using OTC
derivatives to hedge financial exposures. European
corporate treasuries should comply with new risk
mitigation techniques existing of (1) timely confirmation, (2) portfolio reconciliation, (3) portfolio compression and (4) dispute resolution. Moreover when
the threshold of EUR 3 billion derivatives contracts
is exceeded, the derivatives contracts are obliged to
be centrally cleared and daily mark-to-market (MtM)
calculations are required. On the other side of the
ocean, there is the Dodd-Frank regulation; the US
equivalent of EMIR. The main difference between the
two regulations are the reporting requirements.
While under Dodd-Frank, only banks have to report
the derivative transaction, under EMIR both the bank
and the corporate have to report the financial derivative transaction to the regulator. Next to EMIR and
Dodd-Frank, the Markets in Financial Instruments
Directive (MiFID II) aims to create a stable regulatory
framework while mitigating the risk in the financial
system. Besides derivative transactions, MiFID II also
takes trade in other financial instruments (shares,
bonds, etc.) into account. As a consequence, MiFID
II will partly overlap with EMIR. The mentioned (upcoming) regulations all affect corporate treasury substantially because of the increased reporting burden
on transactions in financial instruments, especially
for those corporates using embedded derivatives
and/or commodity derivatives.

System
Transparancy
• EMIR
• Dodd-Frank
• SEPA
• MiFID II

Banking
Stability

Accounting &
disclosure
requirements

• Basel III

• IFRS 13
• IFRS 9

Tax
• Financial
Transaction Tax

The Single European Payment Area (SEPA) regulation creates uniformity in Credit Transfers and Direct
Debits in the Eurozone and thereby also enhances
transparency in the financial system. The implementation of the SEPA regulations is, or was, for most
corporates, quite a struggle. However, on the other
hand, SEPA has some huge opportunities regarding
the corporates’ treasury operations. Corporates can
migrate to one or two banks and potentially simplify
their cash pool structures significantly.

Banking stability
Both in Europe (CRD IV, Basel III) and in the US (Bank
Liquidity Rules) regulations are imposed on the
banking sector, to reduce the systematic risk in the
banking system by increasing the bank’s balances
and reducing both liquidity as solvency risk. Consequences for corporate treasury can be significant.
As banks are required to set aside more capital to
lend money, lending volumes have dropped and
prices have increased. One needs to have a sound
understanding of the treatment of various financing
options under Basel III in order to find the optimal
financing solution and to minimize the impact of
Basel III. Basel III also imposes banks’ higher capital
requirements for non-cleared OTC derivatives. The
capital charge will depend on (1) the credit quality of
the counterparty, (2) the characteristics of the transaction itself and (3) whether or not any collateral
(through the ISDA CSA) or security has been provided. Also, other product offerings such as intraday
credit facilities and notional pooling structures are
notably affected by Basel III.
Beside the increased difficulty to (re-)finance the
company, corporates are also exposed to stricter
financial covenants. As a consequence, corporate
treasury should have a clear overview of their different financial (debt) covenants and manage them
carefully, as breaching covenants can be quite
expensive.
Regulators have also proposed additional regulations to money market funds (MMFs), which focus on
reducing the risk of runs on MMFs as a way to reduce
overall systemic risk in the financial sector. MMFs
are often used by corporates with excess cash for
investment, or indirectly to find short term funding
by issuing commercial paper (which is purchased
by MMFs). The proposed regulations to MMFs are
broadly based on three areas. Firstly, potentially
moving from a constant net asset value (CNAV)
model – in which NAV can be artificially maintained
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by an MMF sponsor – to a more variable net asset
value (VNAV) model – in which the price will fluctuate according to the market value of the underlying
assets – could possibly have adverse effects on the
MMF sponsor. Secondly, to decrease this systematic risk created by MMFs, regulators propose a 3%
capital buffer for CNAV MMFs. Another proposed
change by the European regulators is to diminish the
role of external credit ratings on MMFs, since a lot of
emphasis has been placed on external credit ratings
which consequently increase the risk of a run in the
event of a downgrade or negative outlook.

Accounting
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Since 1 January 2013, IFRS 13 has increased the level
of complexity in the valuation of the financial instruments that require fair value measurement. This
standard requires incorporating in the market value
two adjustments: CVA (credit value adjustment) and
DVA (debit value adjustment). CVA is an adjustment
that captures the credit risk of the counterparties.
It represents the potential loss in case of default
of your counterparty. The DVA is a little bit less
intuitive; it is an adjustment that captures the credit
risk of your own company. It represents the potential
gain in case of default of the company. The CVA will
reduce the asset position (loss) of a financial instru-

ment and the DVA will reduce the liability position
(gain) of a financial instrument. The main implication
of this change is that treasury systems are not able
to compute CVA and DVA values, which require companies to look at a complementary system or to take
external advice. A second implication is on the hedge
accounting. The effectiveness test compares the
change in market value of the hedging instruments
and the hedged items, the CVA and DVA adjustments
will give some ineffectiveness (even for a perfect
economical hedge) and potentially some P&L impact.
To reduce this ineffectiveness, many companies
are changing the test used from the dollar-offset
method (comparison between two points in time) to
a regression test (comparison on daily basis for the
test period).
Expected in 2015, IFRS9 will significantly change the
hedge accounting requirements. Below are some
examples of the changes on the current proposal:
• the retrospective test with its 80%-125% boundaries will be abandoned for only prospective test
• changes in the hedge relation would not result in
a de-designation but in rebalancing of the hedge
ratio
• increase flexibility on how hedge effectiveness is
demonstrated

To conclude; both the implemented and contemplated changes in the accounting treatment of
derivatives will have an impact on the systems and
processes within corporate treasuries.

Tax
The Foreign Account Tax Compliance Act (FATCA)
may affect multinationals with an in-house bank.
FATCA requires foreign financial institutions (nonUS) to report investments and bank accounts held
by US individuals and entities. The aim of FATCA
is to minimize tax evasion by US individuals or
companies. The Foreign Bank Account Report (FBAR)
requires US individuals and companies with authorization over any foreign investments and bank
accounts, exceeding the threshold of $10,000 a
year, to report this to the authorities. As a result
it is crucial for corporate treasury to have a clear
overview of the bank accounts (including their
location) and authorization overviews.

The same applies to short-term investment policies.
The proposed MMF regulations and the impact of Basel III will probably change the relative attractiveness
of the various short-term investment instruments for
corporates and as a consequence not all investment
instruments will be eligible under the existing investment policies.
The challenge for corporate treasuries is to have a
good perspective when it comes to understanding
the implications of any regulation. Not all regulations
might have a direct impact on treasuries. It will be
important to have an understanding of how regulations impact banks and financial institutions, in
particular, and how these regulations have an effect
on the services and products offered to corporates.
By altering existing services and products or seeking
alternatives, impact can potentially be minimized.

Opportunities
Most of the new regulations have a significant and
direct impact on corporate treasuries. Corporates
will have an incentive to review existing practices,
processes and systems and to review existing
policies. Besides the reporting burden and the risk
of non-compliance, the aforementioned regulations
give rise to clear hedging strategies and appropriate documentation which enhances transparency.
Corporates who act accordingly can generate real
competitive advantages by having clear cut policies
and processes in place where risks associated with
financial instrument transactions can be monitored
effectively.

Would you like to know
more about the impact of
regulation on treasury?
Contact
Sander de Vries
(s.de.vries@zanders.eu)

or
Pierre Wernert
(p.wernert@zanders.eu)
on +31 35 692 89 89.
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Investment grade
corporates, use your
refinancing window!
Hidde ten Brink
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The effects of the credit crisis
on corporate funding options
have often been discussed.
The general message is that it has become much
more difficult for companies to attract bank financing
since the start of the crisis in 2008. This is mainly due
to worldwide deleveraging by banks, fueled by new
regulations such as Basel III. However, these developments have also created an interesting opportunity for European investment grade corporates.
Basel III imposes many new regulations on banks in
order to reduce the risks they face. The general idea
behind these regulations is that more risky financing
arrangements provided by banks will have to be offset by ‘safer’ liabilities on the banks’ balance sheets,
such as tier 1 equity and additional capital buffers.
This means that riskier financial arrangements will be
more expensive for banks to provide. Furthermore, it
limits the banks’ room for providing funds because
these ‘risky arrangements’ take up more of the banks’
balance sheets due to the additional capital buffers
they require. In short, banks want safe investments.
Safe investments from a bank’s perspective include
funding corporates with high credit ratings. They
specifically target investment grade corporates (with
a credit rating of BBB- or above) because this is quite
favorable with regards to the effects of Basel III.
Unfortunately for the banks, corporates’ demand for
bank funding has diminished over the past few years.

The credit crisis has opened their eyes and has led
them to rethink their funding strategy. This means
that a lot of corporates have started to deleverage as
well and are adopting a granular funding approach,
where they aim for different types of funding sources
to reduce their risk. So their total funding appetite
has diminished and what is left is divided over several different funding alternatives.
As a result, banks are all looking for the same safe
investments. But a relatively small pool of European
investment grade corporates are actually looking
for bank financing. This means that banks have to
be more competitive in order to win a place in the
financing arrangement of the investment grade corporates. This competition inevitably has a favorable
effect on the pricing the banks are willing to offer.
I have been surprised by the low pricing recently offered by banks to investment grade corporates in the
Netherlands. In my opinion there is an interesting
window of opportunity for such companies all over
Europe at the moment to arrange relatively cheap
bank funding. So why not repair your roof sooner
rather than later, and take a look at your refinancing
possibilities now that the sun is shining?

h.ten.brink@zanders.eu

Calendar
Description

Location

Date

Zanders Annual Risk management Seminar Pension funds

Amsterdam, NL

27 March (morning)

Zanders Annual Risk management Seminar Banks & Insurers

Amsterdam, NL

27 March (afternoon)

Zanders Academy Boot Camp Corporate Treasury

Amsterdam, NL

2-4 April

ACT Annual Conference 2014

Glasgow, UK

14-16 May

SAP Financials

Nice, F

21-23 May

SAP Annual Conference 2014

London, UK

8-9 July

EuroFinance 2014

Budapest, H

15-17 October

AFP 2014

Washington, USA

2-5 November

DACT 2014

Noordwijk, NL

13-14 November

RiskMinds Banking 2014

Amsterdam, NL

8-12 December

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

Zanders supports further development of supply chain
finance through leading international network

Launch of the Supply Chain
Finance Community
Banners of research projects conducted around Europe
covered the halls of Nyenrode University in late 2013.
More than 50 delegates from universities, corporates,
banks, and government met to discuss supply chain
finance (SCF). SCF has become a buzzword among
practitioners and academics, and the not-for-profit SCF
Community has been launched to develop SCF further
and increase its recognition among corporates and
policy makers.
While cooperation is required on a macro level, delegates agreed that, collaboration is also required within
organizations to make SCF work. According to Michiel
Steeman, executive director of the SCF Community,
“there are lots of bridges to be built and that’s why
supply chain finance is in its infancy.” Successful stories of SCF applications were shared by Phillips’ Beata
Wandachowicz-Krason, finance process manager, and
Dennis Baljeu, treasurer at Vlisco Group. Both cases
highlighted the multiple dimensions of SCF: corporates
look at the financial business case, but also consider
risk management and process efficiency as drivers
to such a project. SCF has also become a priority at

government-level. Lorike Hagdorn, director of strategy
at TNO, estimated the macroeconomic benefits of a widespread SCF implementation at up to EUR 2bn for the
Netherlands. M3 Consultancy and Zanders presented a
project conducted for the Dutch Ministry of Economic
Affairs on the value of SCF to SMEs. To cut a long story
short: SCF currently provides a fraction of its potential
value to the economy and SMEs in particular. Wider
recognition and a more integrated approach to SCF are
required to increase the benefits.

Corporate treasury is well positioned to take the
lead in SCF initiatives. The Zanders approach to
financial supply chain management integrates the
finance, risk, and efficiency perspectives at play in
these kinds of strategic projects.
Would you like to know more?
Please contact Tobias Schaad:
t.schaad@zanders.eu or +41 44 577 70 10.
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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