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Why listen to me?
« CPA and MBA

* CFO for international grain trading companies
for over 20 years

« Management consultant to the grain industry
o Still sane
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Risks are all around us

« Consequence of poor risk management
 Choose your focus

 Ignore the noise until it passes a threshold
 They are a two edged sword
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Major focus today

We are going to focus on four areas:
Reporting risk

Financing risk

Counterparty risk

Positional risk
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Reporting Risks

1 What do you legally need to report?

1 What reporting do you need to run your
business?

} How do you know the information is correct?
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Reporting

1 Profit and Loss

1 Balance Sheet

1 Cashflow

} Key business information
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Financing Risks

1 March 2017 AFSA Causes of business failure (1052)
; Economic conditions (280)

1 Personal including health (62)

} Excessive drawings (53)

Points to lack of financial resources.
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How do you assess your capital needs?

; Budget

; Comparatives

. Be conservative
1+ Allow a buffer
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Sources of capital

v Shareholders
1 Banks
v Creditors
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Reducing working capital

1 Reduce inventory holdings
. Reduce sale terms
1 Increase creditor terms
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Impact of reducing working capital

1 Increase returns on equity

; Improves castilow

. Allows creation of a cash buffer

1 Increases risk which Is offset by buffer
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Counterparty Risk

1 Customers
1 Suppliers
1 Other counterparties




Finesse

SOLUTIONS

The Before

Insolvencies are unpleasant. What can you do
to minimise your exposure to one?
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Preventative

v Elimination

;1 Evaluation

1 Risk mitigation

1 Ongoing measurement
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Examples of mitigation

v Credit insurance

. Retention of title clauses
1 Payment instruments

} Offsetting positions
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PPSA

- Do you have a secured interest?

. Perfected PMSI have priority

- PMSI have priority by date of registration
- Perfect the PMSI by registering

. PMSI registered after an insolvency are not
nerfected

. WWW.ppSsr.gov.au
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Positional Risk

Some areas of risk

} Tonnage position

} MTM position

1 VAR position

; Counterparty position
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Tonnage Position

1 Flat priced Position

} Basis position

} Hedge positions

} Time position

1 Regional position

1 Specific commodity position
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MTM position

1 What is the current MTM of all positions

} Needs accurate positions

1 Needs all legs of transactions synchronised
;1 Get realistic external prices

} Make sure prices are the same point as the
position
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Risks

1 Report your risks
1 Manage your risks
1 Look for opportunities with your risk

1 Ensure there Is a consequence If your risk
becomes unacceptable
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QUESTIONS?
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