


Sector Focus: Energy

I (Petréleos de Venezuela SA), Petrobras rst solution is to optimise visibility
World prlmary . (Brazil), Petronas (Malaysia), and Statoind control over global cash. Companies
ene_rgy demand IS (Norway). frequently have cash distributed across
pr()Jected to _ Wi:]h S0 muchblmofney being channellgdnadny countries, gﬂd across many Ibanks;c
; 0 into this scramble for assets, companieend accounts, with a consequent loss o
Increase by 1.5% a are depleting their balance sheets andsibility and cash ow leakage. To remedy
year between stretching their credit lines. Treasurershis, the treasury department should work
2007 and 2030 in both types of companies, but especiallyith its bank to take a number of steps,
in IOCs, are therefore under pressure tocluding some or all of the following:
operate as e ciently as possible, to ensure
they are making use of all available cash,Set up a web-based system to allow
and pay signi cant premiums to do so,and to use supplier nance and export global visibility of cash balances and
is making it harder and more expensivagency nance where appropriate. real-time balance sheet management
for IOCs to compete for these assets.
e list of NOCs owning oil and gas elds The solutions Initiate end-to-end processes for
in other countries is a long one. It includesose are the pressures facing treasur collections, payables and investments
CNOOC (China National O shore Oil ers in energy companieldow should  to increase the velocity of cash ow
Corporation), CNPC (China National Pe they deal with them? e solutions fall and the ability to net surpluses and
troleum Corporation), ONGC (India’s Oil into ve broad categories. In each case, de cits across regions
and Natural Gas Corporation), PDVSAthe company’s bankers have a role to play.

Fossil fuels will remain dominant as energy demand increases in a recovering global economy
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Deploy tools to bring all countries tional e ciency and productivity. Manual
within a global cash structure, intervention, spreadsheets and diverse
including target balancing and processes in di erent regions oEen in
notional pooling appropriate for each hibit straight-through processing, result
country ing in longer processing cycles, increased
settlement risk and higher operating
Use integrated trapped-cash solutionsosts. Steps should therefore be taken to
to optimise liquidity and cash returns streamline key nancial processes; this
in regulated markets can include expanding the scope of shared
service centres, rationalising banking rela
Use e cient follow-and against-the-  tionships and using cross-border payment
sun sweeps to reduce the need for  solutions to make foreign currency pay
local cash build-up ments without the need to maintain local
currency accounts.
Consider investment options that Another solution is to extract liquidity
mitigate counterparty risk and from the nancial supply chain. Enhanc
facilitate optimisation of investment ing the order-to-cash and purchase-to-pay
return against risk. cycles delivers substantial improvements
in working capital and considerable costprovide electronic bank account manage
A second solution is to enhance operasavings. ment (BAM) that allows corporate clients
Receivables are oEen the largestassehanage hundreds of accounts around
on a company'’s balance sheet, so thettee world.
can be considerable value in speeding Opening, maintaining and closing
up collections and reducing days salesccounts is a significant administra
outstanding (DSO) by automating-re tive overhead and closely scrutinised by
ceivables processing with solutionauditors. 8AM allows treasurers to stand
such as electronic invoice presentmerardise and simplify processes globally
and payment. and improve controls.BAM is also
Making payments e ciently, cost-e ec being developed to incorporate electronic
tively and securely is pivotal to every weldocuments and automated bank account
managed nance function. Manual pay action messaging, signhed with digital-cer
ments processing should be replaced liycates.
automated methods, and if days purchases
outstanding (DPO) can be extended withWorking in partnership
out compromising supplier relationships,As the global economy recovers in
it should be attempted. energy companies in the Middle East are
Trade nance, in its many forms, isgearing up for better times and a rebound
a fourth solution. Supplier nance canin demand. is will create pressure in a
be used to pay suppliers in a timely fasmumber of areas, especially in relation to
ion, perhaps even earlier than usual, yeapital expenditure, joint ventures, merg
at the same time allow energy compaers and acquisitions, and competition for
nies to extend their DPO; export agencitydrocarbon assets — pressure that cerpo
nance diversi es funding sources andrate treasurers can help relieve by improv
preserves bank lines, because the-agémg the e ciency of their operations and
cy-guaranteed part of a loan (typicallyenhancing working capital. In setting out
between and ) does not count to achieve these goals, treasurers will not
against bank credit; and project nancebe working alone. ey will be enlisting
allows energy companies to match nancthe services of their bankers to deploy
ing payments with the revenues generatesblutions that work to best e ect and drive
by a project. operational excellence.
Fina”y’ neXt_generation banl-(ing pllat Lance T. Kawaguchi (director) is head of Client Sales
forms ShOU|d be put to work to |mprov¢ Manageﬁlent, Energy, Power and Chemicals, Middle
Operat|0na| e clency and prOdUCG tangl Eastand Pakistan, Global Transaction Services, Citi
ble cost savings. e best global banks can
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