Efficient Receivables Management — the untapped frontier
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DSO and its impact on Working Capital
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The hunt for cash

With credit likely to remain scarce and expensive, identifying alternate sources of internal funding remains a priority for

organisations worldwide.

“Cash is King” and liquidity is essential to ensure that a company
continues to operate on a day-to-day basis

Analysts view working capital as an indicator of the overall efficiency &
control a company has over its production cycle and cash management

Efficient working capital management is an enabler for a company to
self-fund its operating or production cycle, invest surplus balances or use
funds to pay down debt

Improved working capital increases shareholder value as it enables a
company to generate more profit with less capital

According to working capital surveys, there is EUR 550 billion of trapped
liguidity in the top 1000 companies in Europe. Similarly, for top 1000
companies in the USA this number is in excess of USD 750 billion.

Funding Sources (2007) Funding Sources (2009)

External Financing 7% —|

External Internal
Financing  Operations Internal Operations
48% 52% 93%

By adopting best in class practises, we estimate that the typical
multinational could reduce working capital financing requirements by
up to 30% and boost EPS by 2-3%

There is arenewed focus on DSO as a largely untapped source of internal funding



DSQO’s variation across industries

DSO ( the number of days taken by a company to collect payment from a completed sale) varies widely within the same

industry.

DSO performance varies across different industries but also varies
widely within the same industry:

Across the different industries the spread between the min
DSO and the max DSO varies from 2 to 156 days

Within each industry, the difference between the “best” and
the “worst” of the main players is more than 90 days

Industries with complex supply chains and global operations typically
have the largest potential working capital savings

These companies have trapped liquidity which they could unlock by
moving to their industry median

DSO is influenced by geography where for example commercial
terms and/or debtor behaviour tends to be more relaxed in France, ltaly
and Spain

Poor receivables management is reflected in high DSO and effects
the company’s access to internal funding sources.
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For a company with a turnover of EUR 11 billion, decreasing average DSO
by one day has a positive impact of EUR 30 million

Addressing DSO is an achievable way of taking the efficiency agenda to the next level for Treasurers



Poll Question no 1

e Areyou considering centralizing the Receivables functions/processes in your SSC?

— Yes, we have already done it

— Yes, we are in the process of doing it

— We would like to but consider it too difficult

— No, we will stick to a decentralized Receivables model for the time being
— No, we do not have an SSC



Taking the efficiency agenda to the next level

The trend towards increased centralisation, standardisation and automation continues. For existing SSCs, Receivables
is the untapped frontier while new SSCs should look to incorporate Receivables early on.

82% of SSCs are performing AP functions whilst only
69% have integrated AR functions (such as payment
receipt) in the past 10 years

SSCs have been looking separately at different AR
functions such as Payment Receipt and Cash
Application and there is a trend now to bring the two
functions together (**)

Whilst the above mentioned functions are performed by
SSCs the benefits of the model (in terms of cost and
cash-flow) are drastically reduced by non-standard
processes (**)

There is a trend amongst SSCs to implement dynamic
credit & risk monitoring processes hence collecting
funds and applying them timely becomes very
relevant (**).

* Source 2008 Deloitte Study
** Source 2009 Hackett Group Report
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6 The focus shifts from DPO to DSO and from P2P to O2C
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Unlocking trapped cash in the O2C cycle

Cash gets trapped due to variety of upstream root cause issues emanating in the order to cash cycle.

ORDER TO INVOICE (021)

\
e

INVOICE TO CASH (12C)

Order to Invoice (0O2I) Invoice to Cash (12C)
Order Accounts Credit Customer Reporting &
Management Billing Receivable Collections Management Analysis
=  Order Entry = Invoice = Cash application = Credit control = Master data = Sales trend
= Order Tracking generation and = Revenue = Payment follow- maintenance analysis
= Shipment dispatch accruals up = Account = Revenue
W Sedos = Freight and tax = Debt/Credit = Disputes reconciliation forecasts
Management management notes management = Query = Cash
S Beieene = Invoice = Returns = Banking management management
Management adjustments chargeback channels = Customer credit = Period reporting/
s eme e = Sales = Discounts = Bad debt line updates ad-hoc analysis
management management provisioning

_/
Addressing These Issues Reduces DSO and Unlocks Trapped Cash

)

= Big trappers of cash
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Poll Question no 2

e What are your main pain points in the Receivables process?

— Dealing with multiple collection instruments across the various markets we operate in

— Dealing with multiple bank systems, different interface processes and proprietary formats

— The lack of remittance data which makes the receivables matching process difficult

— The manual labour involved in reconciling a collection received and matching it against an open AR



The pain points in the O2C cycle

There are pain points that are causing breakdowns late in the cycle and therefore where efficiencies can be achieved.

Cash
Application

Payment
Receipt

Update A/R

Cash Application

Payment Receipt

Pain Points * |tis key that the company’s ERP is | ® Especially for SSCs remittance Collection instruments vary across industries and
able to handle the information data is essential for a proper geographies with no best practices established
provided by the bank matching No common collection method with variations

¢ Lack of automation of the ¢ Challenges come from truncated from cash to direct debits or mobile payments
collections and rejected items data on the receipts, one Multiple instruments lead to multiple output
involves manual labour to reconcile payment made to settle several channels and to margin for errors
a payment and match it against an invoices, partial payments etc.
open AR
9 Best practices in the industry can help eliminating the pain points Cl |



The Approach to Change
-
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The approach to change

Key stakeholders have various interests relative to Receivables and the solution needs to balance their needs.

Finance Manager

= Reduce DSO
= Cost savings
= Better control

Claims/Dispute Team

= Payments and
dishonours

= Minimized credit
utilisation

SSC Manager
= Efficiency

= Standardization
=  Automation
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Sales Credit Collections
= Payers convenience = Payment receipts
= Expand sales and dishonours
opportunities = Minimized credit
utilization

AR Manager
Treasurer
Faster & = Easy reconciliation
predictable cash increase level of
inflow automation, less
exceptions

ERP & Tech Team

Customer Service

= Consolidated, = Increase customer
easier reporting service level
= Formats = Freeing credit lines

The new measure of success: STR

Roadmap to change

Measure your DSO
= What is driving the DSO performance?
= Which parts of the organisation does it sit in?
" How can it be influenced?

Implement business relevant collection channels
] Efficient collection channels, catered to local
payer behaviours

Improve A/R performance
= Review the cycle time, costs and effort
= Ensure relevant Receivables solution is in place
e.g. Lockbox
= Evaluate outsourcing solutions

Standardise and automate Cash Application to
achieve Straight Through Reconciliation (STR)
= Electronic data flow and process automation
= Improved automated matching rates
. Streamline reconciliation

Constantly monitor progress
" Define KPIs aligned to each business function
= Execute, track, reinforce, realign continuously



Straight Through Reconciliation (STR)

End-to-end efficiency requires a move beyond STP to STR, where all flows to the corporate are automated.

by

Operational reconciliation: Financial reconciliation: Operational reconciliation:
automated handling of payment ' liquidity positions i auto-match receivables and
and direct debit rejects / returns cash application

Operational reconciliation:
auto-reconcile AP / AR bank
statement entries P

2 Citi



Poll Question no 3

e What is your current Receivables reconciliation rate?

— Less than 50%

— Higher than 50% but less than 70%

— Between 70% and 90%

— More than 90%

— | don’t measure this indicator but | am going to start measuring it
— |l don’t know and | don’t consider this indicator relevant
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Efficient receivables management — Best practices

To address the pain points we have identified four stages where Citi can assist SSCs in achieving efficient Receivables

management.

BEST IN CLASS

INTEGRATED MATCHING

ELECTRONIFICATION

DEMATERIALISATION
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Leverage Citi’'s rollout of locally embedded, globally accessible AR
offerings

Introduce Business Process Organisation (BPO)

Apply advanced matching techniques on various collection channels

Consolidated Receivables in EMEA, Virtual Accounts
Integrate with ERP to drive STR

85-95%

Move from paper —based reconciliation to electronic
delivery and a system based matching process

Lockbox with tailored reports and full remittance capture 60-65%

Move from paper based collection instruments as
a first step to achieve system-readable,
comprehensive data

Incoming ACH, Direct Debits (SEPA, Local) up to 60%

Electronic Invoice Presentment and Payment

(EIPP) MANUAL

citi



Poll Question no 4

e Which of the following “Next Gen” Receivables offerings is of most interest to you?

— SEPA Direct Debits

Electronic Invoicing Payment and Presentment (EIPP)
— Virtual Accounts

Mobile collections
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Client case study: Newell Rubbermaid NewellRubbermaid

S&P 500-constituent Newell Rubbermaid is a global marketer of leading Brands That Matter

consumer and commercial products with sales of around USD5.6 billion in 2009.

Challenges

* Following a series of mergers and acquisitions, Newell Rubbermaid maintained 190 accounts with 22 different banks
e This resulted in a large number of manual processes, few economies of scale and limited control.

Need

¢ Newell Rubbermaid issued a RFP with the objective of finding a single banking partner for payments and collections
across 22 countries in EMEA

* One of the company’s most important criteria for selecting a partner was the bank’s capability to manage local collections,
especially domestic instruments, and payments in each market

e “Accounts receivable were a key consideration because while Newell Rubbermaid can determine how it pays its suppliers,
customers inevitably determine local collection methods,” explains .

Solution
e Citi’s proposed that 126 Citibank accounts would be opened for Newell Rubbermaid’s 54 different legal entities across EMEA.

e Payments would be made using Citi’s state-of-the-art platform for file transmission and translation,
Citi® File Xchange, and the web-based banking platform CitiDirect® Online Banking.

e Domestic solutions would be implemented in each country to support the local entities’ requirements,
including the use of instruments such as LCRs, RIBAs and Pagares. A pan-European lockbox for cheques would be established.

Results

e Newell Rubbermaid closed 148 legacy bank accounts and exited 17 non-strategic bank relationships
e Automated cash application of its accounts receivable balance

e Manual processes have been reduced and treasury staff have been redeployed to value added tasks

* The company has used the project as an opportunity to harmonise its banking processes,
enabling the migration of accounts payable and receivable and general ledger processes to its European SSC

¢ “Increased visibility of its O2C-cycle processes has helped the company to improve decision-making,
reduce credit risk and enhance working capital management.”
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Citi’s receivables footprint in Europe, Middle East and Africa

With a footprint in more than 53 countries, encompassing full local capabilities which are complemented by local
network partnerships, Citi is perfectly positioned in the receivables space to address its clients’ needs.
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Lead bank to over 350 shared service centres in the

region

Citi owned, full branches with clearing memberships in

53 countries

200 Branches in Europe, the Middle East and Africa

Partnerships with key local banks provide our clients with

100,000 collection points

Supporting various local collection instruments in

the entire region

Cash deposits
Cheques collection
Incoming transfers
Wires

SEPA Credit Transfers enabled
across 22 branches

SEPA Direct Debits enabled
across 9 branches

Direct Debits

Card acquiring solutions

Europe
Austria 4 Ireland 4 Serbia M
Belgium 4 Italy M Slovakia M
Bulgaria M Kazakhstan M Spain M
Czech Republic 4 Luxembourg 7] Sweden M
Denmark ™ Netherlands M Switzerland M
Finland % Norway M Turkey ™
France A Poland A Ukraine M
Germany. ™ Portugal % UK “
Greece ™ Romania ™
Hungary ™ Russia ™
Middle East / Africa
Algeria M Lebanon A
Bahrain v Morocco |
Cameroon 4 Nigeria %
Congo, D.R. ] Pakistan |
Egypt M Qatar o
Gabon % Senegal %
Ghana 4 South Africa “
Israel 4 Tanzania ™
Ivory Coast 4 Tunisia ™
Jordan 4 Uganda M
Kenya 4 U.AE. %
Kuwait 4 Zambia %

Owning the network is a key to component to our competitive

advantage and our ability to provide holistic client solutions through a

consistent and standardized global platform
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be
used or relied upon, by you for the purpose of avoiding any tax penalties and (ii)) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby
("Transaction"). Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law
or regulation, you agree to keep confidential the information contained herein and the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as
the legal, tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you
are not relying on us for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and
accounting advice and (d) you should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these
matters. By acceptance of these materials, you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we
hereby confirm that no participant in any Transaction shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID
number. We may also request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any
time without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative
model which represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment
as of the date hereof and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position
in any such instrument at any time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or
indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated
for specific recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and
procedures designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.

© 2010 Citibank, N.A. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

In January 2007, Citi released a Climate Change Position Statement, the first US financial institution to do so. As a sustainability leader in the financial sector, Citi has taken concrete steps to address this important issue of climate
change by: (a) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of alternative energy, clean technology, and other carbon-emission reduction activities; (b)
committing to reduce GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (c) purchasing more than 52,000 MWh of green (carbon neutral) power for our operations in 2006; (d) creating
Sustainable Development Investments (SDI) that makes private equity investments in renewable energy and clean technologies; (e) providing lending and investing services to clients for renewable energy development and projects; (f)
producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the issue of climate change to help advance
understanding and solutions.

Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy & mitigation



