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Letter of the Editor January 31, 2010

Dear Financial Executive,

You receive the Ninth IAFEI Quarterly, the electronic professional journal of IAFEI, the
International Association of Financial Executives Institutes. This journal, other than the
IAFEI Website, is the internal information tool of our association, destined to reach the desk
of each financial executive, or reach him, her otherwise, at the discretion of the national
IAFEI member institutes.

The worldwide financial crisis continues to taper off, and many of the economies in Europe
and North America are back again in a growth mode, though modestly. Whereas in other parts
of the world like China signs of overheating are emerging here and there. Overall, 2010 is
going to be a better year for the world than the previous year.

Yet, much still has to be done in the financial arena in terms of setting up a new framework of
regulation and supervision, in order to avoid, in the future, mega financial crises like the one
of 2008 to 2009. Governments, central banks, the G 20, the International Monetary Fund, the
Bank for International Settlements, but also universities and the public at large, keep making
proposals, of how to make the financial arena a better and solidly safe system, for the benefit
of people and the world economies.

There is very widespread recognition that national solutions, alone, will not work in a
globalized world of ever increasing interdependence. The necessary process of building
worldwide, ideally uniform, regulations and supervisions is without precedence, historically,
and therefore progress in this field takes place much slower, than desired by the victims of
this past crisis. However, the timetables of the authorities are set for the present year, to cope
with this huge effort, and all of us do take notice of developments almost every day.

The stock markets worldwide continue to bet on a lasting recovery of the economies,
respectively on a continuation of economic booms in the blessed countries where such booms
take place. For the bond markets chances of rising interest rates slowly keep getting closer,
with no clarity, yet, about the timing.

Together, we go into a new year full of challenges, particularly for the financial executives,
in company terms, in financial market terms, and in macroeconomic terms.
May, in this situation, the networking opportunities of IAFEI serve us well.

With best personal regards

Helmut Schnabel



Institutional Sponsor of IAFEI, the International
Association of Financial Executives Institutes:

Sponsor of IAFEI,
Del,ItSChe Bank starting 2009

It is the sponsorship policy of IAFEI, to thereby enhance the value of the organization to is
member institutes and its individual financial executives members, around the world, while, at
the same time, entering into a professional dialogue, by various ways and means, with the
sponsoring corporations. In so doing, IAFEI is striving for having such corporations as
sponsors, which are world class corporations, and among the best in their business sector, and
with a truly global scope and focus of activities. Thus, IAFEI and its sponsors, want to jointly
serve financial executives, worldwide, for their professional benefit.



Interview: SODEXO, Sian Herbert-Jones, “CFO of the Year*,
France, 2009

Interview provided by the French IAFEI Member Institute, DFCG

In December, 2009, in Paris, France, on the occasion of the annual French CFO
conference “FINANCIUM?”, Missis Sian Herbert-Jones, Chief Financial Officer
of SODEXO Group, was elected “ CFO of the Year “, in France, for 2009.

We attach the interview, given on this occasion, by Missis Sian Herbert-Jones,
and taken from the DFCG publication “Echanges”.

See next page.



December 1, 2009

ACQUISITIONS, DEVELOPMENT OF PUBLIC-PRIVATE PARTNERSHIPS ...SODEXO’S FINANCIAL MANAGEMENT TEAM LED BY
SIAN HERBERT-JONES IS A TRUE STRATEGIC PARTNER IN DEVELOPING BUSINESS FOR THIS GLOBAL EXPERT IN SERVICES
THAT IMPROVE THE QUALITY OF LIFE.

"Lose not a single client or a single key manager"

Sian HERBERT-JONES,
Chief Financial Officer, Sodexo

Career
e 2003 to present: Chief Financial Officer, Sodexo
Executive Committee member
e 1998 - 2000: Director of Financing and Treasurer, Sodexo
e 1995 -1998: Head of International Development, Sodexo
e 1993 -1995: Director, Mergers and Acquisitions, Price Waterhouse Corporate Finance, Paris
e 1983-1993: Price Waterhouse, Corporate Finance, London
e 1980 - 1983: Price Waterhouse, Audit, London (2 yrs), Brussels (1 yr)

Key figures
e Sodexo (as of August 31, 2009)
e 380,000 employees
e 132 nationalities
e 33,900 sites in 80 countries
e More than 350 subsidiaries
e 14.7 billion euro in revenues

Echanges: What are the key factors in Sodexo’s success?

SIAN HERBERT-JONES: Sodexo is actually a Group that has had very strong growth. With 380,000
employees, it is present in 80 countries and generated 14.7 billion euro in revenues in Fiscal 2009.
Our profession is to propose comprehensive solutions, whether On-site Service Solutions
(foodservices or facilities management) or Motivation Solutions (service vouchers and cards). We
are very client-focused. 98% of our employees are in direct contact with consumers on over 33,900
sites around the world. We serve more than 50 million people every day! This proximity implies a
strong decentralization of operational decision-making. Our success also is based on our expertise in
engaging people, as well as in their recruitment and training: one of our major assets is our human
capital! In addition, we have a culture that is very much oriented toward growth. Team spirit,
service spirit and the spirit of progress are truly our DNA. Finally, the success of our financial model
is based on an activity with both low capital intensity and a negative working capital model.
Ensuring regular cash flow is a responsibility shared by everyone, financial and operational
managers. Conversely, decisions on debt are not delegated. It balances the strong autonomy
provided to the field on many subjects.



How do you succeed in adapting to different local cultures?

More than 130 nationalities are represented throughout the Group. In France, we are French and in
the United States, Americans. Almost all employees of our subsidiaries are local staff. Our values
are at the same time both simple and powerful and it is why our teams adhere to them easily. In
joining us, we also offer them opportunities to develop, in keeping with our commitment to act as a
springboard for their personal and professional development. With the density of our international
network and the diversity of our teams, we have developed a true know-how in terms of integration.
This enabled us in acquiring RKHS in India, to re-group two entities into one, which today includes
over 30,000 people. In addition, Sodexo’s brand was accepted very quickly by the employees even
with the very strong local reputation of the former company’s brand. Moreover, for each
development operation, we always set two objectives: lose not a single client, lose not a single
employee.

What has been the impact of the crisis on Sodexo’s activity?

We are number 1 worldwide in the Health Care, Seniors, Education and Defense client segments
which were less affected by the crisis. It was the Corporate segment that was the most affected,
reflecting reductions in discretionary spending by our clients and decreases in their workforces. On
a geographical basis, the region most affected was Central Europe, where our client portfolio is
dominated by industrial companies. On the other hand, in most of the emerging market countries,
our growth remains satisfactory. As expected, and like others, we have seen longer payment
periods on the part of our clients. Fortunately, we are very conscious in tracking cash flows, a reality
since Sodexo’s founding, and this has enabled us to react very quickly. Our policy regarding cash
placements has always been very stringent and careful. At the same time, we have reviewed more
frequently our compensation risks with our banks. Thus, the crisis also was an opportunity to
improve our processes. We also implemented a cost reduction plan that yielded savings beyond our
original objective. In addition, we were able to anticipate the refinancing of the Group’s long-term
debt. Our debt was based on two bond issues of 13 billion euro maturing in March 2009. In August
2008, | organized a private placement with U.S. investors (USPP) and, in the first week of January
2009, | succeeded with my teams with a bond issuance that, in spite of the crisis, was underwritten
seven-fold. In total, we have lowered the Group’s average financing costs and extended the average
maturity of the debt.

How is the Finance function organized within the Group?

There are about 2,000 people in Sodexo’s Finance function worldwide. The Group Finance
department comprises 65 people, involved in the typical functions: Reporting-Consolidation
(combined in the same team), Mergers-Acquisitions, Group Tax, Administrative Cost, Group Treasury
and Finance, Legal, Investor Relations and Internal Control. Eleven finance directors specializing in
an activity, a zone or a large country report to me functionally. Finance is a department in which
international mobility is among the strongest. Thus, the Group Finance management team includes
ten different nationalities. Career opportunities in operations also are possible. For example, in the
U.S., a Finance manager recently was put in charge of responses to tender offers.



Our financial reporting is based on a single tool (HFM). For non-financial reporting, we deployed this
year a new ERP system called "Sunrise," accessible to 1,000 of the Group’s top managers. Within the
countries, we select the information management system depending on the activity and size of the
subsidiary. And, sometimes during acquisitions, if we find that the management system of the
acquired subsidiary performs well, we don’t hesitate to adopt it in other Group entities. This was
the case with multiple management systems of Zehnacker in Germany.

Internal control is also part of my perimeter. A very structured approach (the CLEAR Program) was
launched in 2004. Implementation was phased in and was facilitated by the Sarbanes-Oxley financial
securities law and calendar. Thus, Sodexo was the first European group to have obtained SOX
Section 404 certification. Our internal controls today provide us with a good command of
operational risks and we adapt them to each local situation. Our subsidiaries are required to
identify annually their fifteen major risks, the control level for each risk and the action plans to
reduce them. Audits are conducted both by an internal team of auditors and local auditors, as
appropriate.

How do you organize your acquisitions? "'

In 2005, Sodexo set as our ambition to double in size over the next 10 years. To date, the Group's
growth is in line with this objective. We seek not to diversify, but rather to remain coherent with
our original business. Our growth is primarily organic. For example, we have recently taken over the
Facilities Management services for KLM at the Amsterdam airport. Before anything else, we
analyzed the culture and the quality of the teams of the target company; the key question is
whether there will be compatibility with our own teams. | personally worked a lot in mergers and
acquisitions prior to joining Sodexo: | have never seen a Group that performs such a stringent level
or human resource due diligence. Only once this is validated are the traditional financial criteria of
payback and return on capital employed considered. Among the recent acquisitions are Score,
which allowed us to strengthen our leadership in foodservices in France. We knew the target and
the market very well. We were able to close the operation in three weeks by mobilizing a team of 30
people. The acquisition of RKHS in India also is a positive story. We had to adapt our negotiating
strategy to local traditions. For example, | learned that certain days of the week are not conducive
to discussing some subjects!

Public-private partnership contracts are a priority for the Group. How is the Finance Director
involved?

The origin of the public-private partnership (PPP) is British. The State faced deficits and needed to
outsource prisons, hospitals and military bases. We have deployed our knowledge which includes
achieving - on behalf of the State — the financing, design, construction and operation of these sites.
The duration of these contracts is therefore necessarily long, about 25 to 30 years. Each project is
very complex and includes negotiations with banks, financial engineering, risk allocation and
contracts with suppliers. The work of the finance department is key. We manage 17 PPP contracts
in the UK and Chile. We are in the process of setting up a major project with the British Defence
Ministry involving the building and management over a 30-year period of a training site for all of the
military. In France, the PPP approach has already begun. The "French Pentagon” project in Paris is
within this framework.



You are Welsh. Has it been difficult to adapt to a Group based in France?

Not really. My father was a diplomat, so | grew up in a multicultural environment. In addition, the
Group is very international and very diverse, so I've fully found my place here.

What do you like most about your profession?

Diversity, in every sense of the term. | am in regular contact with many countries, many cultures and
a variety of subjects. There is always something new and passionate that allows me to contribute
continuously to the Group’s development and to move forward with my teams."



Article:
Facing up to the Changing Regulatory Landscape

Author: Werner Steinmueller, Deutsche Bank, Head of Global Transaction Banking

With economies beginning to emerge from the downturn, transaction banking practitioners and their
clients are dealing with the challenge of unprecedented regulatory changes, says Werner

Steinmueller, Deutsche Bank’s Head of Global Transaction Banking

As we begin to emerge from the economic downturn, many corporates and financial institutions are
beginning to face up to another raft of challenges: a changing regulatory landscape and growing
financial harmonization. Indeed, the transaction banking landscape — especially in Europe —is
currently undergoing an unprecedented level of change that will profoundly affect both service

providers and their clients.

One issue that transaction banking practitioners have been facing for some time is how to continue
expanding their business in the face of regulatory changes that are demanding increasing levels of
investment. While an initiative such as the Single Euro Payments Area (SEPA) certainly promises
much in terms of efficiency gains and cost savings, the short-term reality for many is that achieving
full compliance within the necessary time-frame is proving problematic. And this is leading to some
tough decisions among providers regarding whether to continue building systems in-house or to
outsource certain aspects of their provision to more specialist providers — a theme that emerges

again and again across various transaction banking practice areas.

Indeed, a combination of increased costs due to regulatory initiatives — such as SEPA and the
Payments Services Directive (PSD) — and tougher competition due to the opening up of payment
markets to non-banks have impacted margins in transaction banking. As a result, many institutions
will be forced to outsource this provision to larger providers that have the size and scale to maintain
profitability in this space. While this scenario has been developing for some time, the impact of the
financial crisis on profitability and investment budgets may well have brought the situation to a head

for those worst hit.

SEPA

The SEPA project has now reached a critical stage, with the official launch of the SEPA Direct Debit
(SDD) having taken place on November 2" of this year. However, while this launch has been eagerly
anticipated, the key date will come a year later — in November 2010 — as this is when it will become

obligatory for banks to be able to act as debtor on SDD business-to-consumer (B2C) transactions.



The B2C Direct Debit is only one aspect of the SDD, the other being the B2B scheme that will only be
used between corporates. While the two schemes operate on identical principles and use the same
technical infrastructure, the key difference between the two lies in the finality of the payment after
processing. With the B2C scheme, the payment can be returned by the debtor for a period of up to
eight weeks after debit, while the B2B is non-refundable. This is due to the consumer protection
aspect of the PSD that prohibits non-refundable direct debits in the consumer space. The B2C SDD
also provides other features designed to increase security such as the capability to selectively block

or limit debits to certain creditors.

While B2C Direct Debit schemes exist already in all European countries, the SDD will allow this
functionality to take place across borders and on similar terms to domestic transactions. And in many
European jurisdictions there was previously no specific B2B system for Direct Debits at all, so the
SDD will provide opportunities for corporates to further streamline their collection processes with
trading partners.

One area of contention surrounding the latest stage of SEPA has been the issue of interchange fees
— something that has led some countries, such as France, to delay the introduction of the SDD. While
this issue has now been resolved by European Commission, the period of uncertainty has meant that
the French banking community has stated they will only be working towards the mandatory November
2010 deadline. Despite this, other banks operating in France will be ready sooner and Deutsche
Bank’s French subsidiary will be among those able to handle SDDs much earlier than November
2010.

The issues surrounding interchange fees are indicative of the fact that the technical requirements of
the SDD are much more exacting than the previous stage in the initiative, the SEPA Credit Transfer
(SCT). Indeed, there are many banks across Europe that will need more time to prepare, and are

therefore setting their sights on the mandatory November 2010 deadline rather than the earlier date.
Thankfully, the European Payments Council (EPC) are providing transparency on this issue and will

soon publish lists of which banks have achieved SDD reachability.

While the PSD is integral to the success of SEPA, its scope is much more extensive, affecting all
payments instruments and all financial services providers across the EU. The pricing and reporting
requirements contained within the directive are likely to have a substantial impact on bank revenues,
accelerating the trend towards consolidation in the transaction space and leading to many smaller

banks outsourcing this provision to specialist providers.

We have recently seen the PSD implemented into the national law of all EU member states, yet the
setting of an end date for the coexistence of legacy payment schemes with the associated SEPA

initiative has yet to be decided on. This may well be hindering migration to the new SEPA instruments



as the setting of an end date would provide a strong impetus for financial institutions and corporates
to move away from legacy systems. And retaining parallel sets of infrastructure — something that
could go on for some time if an end date is not set by regulators — could also prove costly, with the
investments made in maintaining legacy systems yielding little future benefit.

SWIFT Connectivity

SWIFT connectivity for corporates is another area of interest for transaction banking practitioners,
treasurers, and others. While in the early days of SWIFT for corporates, it was mainly the larger multi-
national companies — with the most complex connectivity needs — that were attracted to the scheme,
this has now broadened to include a much wider range of organizations. Indeed, with SWIFT
connectivity becoming much more established in the corporate community, attention is increasingly
turning to expanding the functionality available to corporates and increasing automation in order to

boost efficiency.

As well as improving the service for existing corporate users of SWIFT, the eligibility criteria for the
Standardized Corporate Environment (SCORE) were recently extended to make SWIFT membership
easier for mid-sized corporates and those in emerging regions without becoming a member of a
Member Administered - Closed User Group (MA-CUG) — a system where corporates leverage the
SWIFT platform of a member bank. Changes such as these are part of a broader movement towards
realizing SWIFT's full potential. Indeed, when corporate-to-corporate traffic becomes feasible — thus
enabling supplier-to-customer communications — the potential for driving further efficiencies from cash

management arrangements and the financial supply chain will be enormous.

Global Transaction Banking

With all this uncertainty, one thing remains a given — Deutsche Bank’s commitment to this complex
area of banking. Indeed, throughout the crisis and subsequent downturn, we have remained in a
strong position. The Global Transaction Banking (GTB) brand has remained intact throughout and we
continue to invest in technology, product innovation and in expanding our global footprint. Maintaining
stability and continuing to innovate during the hard times is key to delivering a best-in-class service to

clients and ensuring that they emerge well-positioned to take full advantage of economic recovery.

We also remain dedicated to assisting other financial institutions by being the partner of choice for
cash management and transaction services. Deutsche Bank has invested heavily in building new
technology and infrastructure with an eye to offering other institutions — and their clients — the ability

to benefit from market-leading functionality and service levels.



Article: Liquidity Comes at a Price
Sound Crisis Management Starts before the Crisis

( by Klaus Kiihn, Chief Financial Officer of Bayer Group )
Article provided by the German IAFEI Member Institute, Gefiu

In order to safeguard liquidity and flexibility within the financial crisis, the Bayer Group has
deliberately paid “certain insurance premiums” at the capital markets. As an example, Klaus
Kihn, chief financial officer of Bayer Group, highlighted during his speech at the Luxemburg
Financial Market Forum (organized by Borsenzeitung and Deutsche Bank) the 1.3 Million
Euro bond issued in March 2009.

Due to the timing in March 2009, the company had to pay 190 basis points above bench,
whereas in normal times Bayer would have paid only 50 to 60 basispoints. As the bond has a
coupon of 4,625 percent (then issue price of 99,4 percent) and the company’s cash of 2,6
billion Euros can safely be invested only at 1 percent return presently, the liquidity cushion
created by the bond issue comes at a cost of 50 million Euros per annum.

In his presentation about corporate financing in critical times, Kihn pointed to the fact that
the financing strategy inherently must be linked to the business as well as the risk strategy.
“Sound crisis management therefore starts before the crisis”, said Kihn.

It has to consider, amongst others, product risks and acquisition risks as well as country risks.
For Bayer, the highest country risk is linked to the US due to potential product liability
litigations against pharmaceutical companies. As chief financial officer of Bayer, Kiihn has
experienced these risks by himself, whether it was the LipoBay withdrawal, the Cipro patent
dispute, or litigation in connection with the acquisition of the Aventis CropScience business
and others.

As of September 30, 2009, Bayer’s financial debt amounted to 13.3 billion Euros versus
liquid assets of 2.6 billion Euros. However, the company still has significant leeway on the
debt side since neither the commercial paper programm, nor a credit facility of 3.5 billion
Euros has been drawn down so far.

Kihn’s financing strategy for Bayer consists of a balanced mix of equity and debt, of
divestments as well as strict management of the working capital. This approach has always
supported the strategic objective of an “A-Rating”. Prerequisite for this is, apart from
financial ratios, the proactive communication with the capital markets, especially with the
rating agencies. Kihn considers it of greatest importance not to surprise anybody in the
capital markets.

Bayer’s key messages to the capital markets comprise, aside from maintaining the “A-
Rating”, not to buy back shares as well as to refrain from major debt-financed acquisitions
during the critical year 20009.

The foreign exchange risk of Bayer is reflected in its financing structure which follows the
sales structure of the company. Accordingly, 55 percent of the financing is in Euro, 23 percent



in US dollar, each 9 percent in Yen and in Yuan, and 4 percent are diversified over other
currencies. This means, according to Kuhn, that a change in value of the Euro by 1 percent
(compared to the remaining currencies) results into a change of around 50 million Euros in net
debt. Since beginning of 2009, the Bayer currency basket has appreciated by around 5 percent
compared to the Euro, leading to a negative currency effect of around 250 million Euros.

As a reaction to the financial crisis, Bayer has also examined banking limits, default risks, and
has introduced criteria of creditworthiness into the risk analysis of corporate financing. In
addition, intervals for controlling and also for stress tests have been shortened significantly.

Furthermore, Bayer pays particular attention to the management of financing maturities. The
company foresees no major refinancing in 2009 and in 2010, and larger amounts will expire
only in 2011 and 2012 ( 1.9 and 2.3 billion Euros respectively ).

Overview: Debt Management at Bayer Group
Diversification by Financing Instruments, Volume in Billion Euros

Hybrid bond 1,3
European Medium term Notes 6,0
US - bonds 0,4
Debt Obligation “Schuldschein” 0,6
Syndicated Loan ( Schering acqu. ) 1,3
Bank liabilities 2,8
ABS, commercial paper not drawn down
Leasing 0,6
Other financial instruments, net 0,3

3,5 billion Euros revolving credit line not drawn down

Cash Position: 2,6 billion Euros

Total Net Debt: 10,7 billion Euros

Quoted from Borsen-Zeitung, November 6, 2009, translated by Helmut Schnabel



Article:

Would a VAT Work inthe U.S. ... Now ?

Article provided and authorized jointly by

Financial Executives International, FEI, of USA

French IAFEI Member Institute, DFCG

See next page.



