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Today’s discussion

Impact on the agenda
Impact on the reporting

Lessons learned



Agenda




Top 7 of CFO / treasurer agenda

Pandemic has strengthen the trend

2017 survey results

n Cash flow forecasting

ﬂ Cash management optimisation

n Currency risk PR

n Governance/Polices & procedures

2019 survey resulits

_H Currency risk

n Capital structure

H Bank relationships

ﬂ Working capital

n Technology & digital innovation

Covid-19 estimated agenda

Liquidity management

Funding

Working capital

FX & credit RM

Digital innovation




Reporting




Accounting impacts in liquidity management

What are the issues
Key questions

Can you derecognise new ones ?
Don’t you have a liability for force
majeure clause ?

Factoring

v

Reverse Do you have to present it as a trade
factoring payable or borrowing ?

v

Funding

How do you account for renegotiation ?

v

Level of accounting complexity

Definition still met with market
volatility and liquidity constraints ?

v

solutions
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Accounting impacts in liquidity management

Analysis of factoring arrangements

Credit risk Should be (quasi) totally
transferred

Risks / rewards transferred
0% 100%

Should be (quasi) totally
Late payment risk » transferred or kept but capped

Can be kept but under

o conditions
No Continuing  perecognition
derecognition  Involvement
Force majeure Can be kept if considered
risk insignificant

A Recourse clauses in existing contracts can lead to a new liability

PwC



Accounting for debt renegotiation

Debt renegotiation — Flowchart

 Moratorium ?

Renegotiation with the same counterparty ? A * Renegotiation
Yes of covenants?
: o T — » Breach of
Substantive modification - (quantitative (10%) and/or qualitative) ? covenants ?

Yes ;No
N Derecognition / e
recognition at FV Modification

[ Modification = Sole revision ]

of rate at market conditions ?

Prospective change Yes Adjustment to NPV of

A

future cash flows
using initial EIR

of effective interest
rate

26 May 2020

IFRS 9 ECL and Loan Modifications
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Impact of COVID-19 on Expected Credit Losses

Update of impairment model

Provision & Disclosure
matrix

Guarantee update Multiple
and scenarios
Insurance

Gov. measures
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Impact of COVID-19 on Expected Credit Losses

Trade receivables

_ Time bucket 1 Time bucket 2 Time bucket 3
Further

stratification __

J |
Forward looking information
Transportatlon & ]

to update
Logistics Additional scenario, change in

| [ - artio ario, .
Trade 1 Others weighting, modification of scenario or
receivables overlay approach
Manufacturing ]

Definition of default could be reviewed / adapted. (3x :
30days past due)

i & Disclosure ,




Impact of COVID-19 on hedge accounting

Impact on your hedge accounting

Delay or decrease
in volume

Pandemic / \

Budget Transactions initially
forecasted

Time

v

Derivative
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Impact of COVID-19 on hedge accounting

Common issues per risk hedged

Commodity risk

Highly probable

Interest rate risk

Over hedge

Recycling reserve

Timing difference

Roll over strategies

PwC

Payment holidays

Floor in variable rate loan

IBOR reform still on its way...
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Other impacts

Lease concession

Goodwill

Inventories

Government grant
Recoverability of deferred taxes
Going concern

Own use exception



| essons learned




Lessons learned

- -

“It takes 2
- to tango !”
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Thank you
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