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STEP 1:
UNDERSTANDING THE CHALLENGE -

1.THE CHALLENGE

Company processes aluminium scrap (raw material with volatile
pricing)

Raw material prices are linked to LME; Finished goods prices are
linked to NALCO

Inventory price risk from procurement raw materials (ho complete
pass through of price change)

'70-75 days cycle (procurement to sale)

Risk — The price of aluminium decreases, no risk mitigation strategy
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Risk identification & mapping  Creating a risk management policy Helped implement the policy

STEP 2:

INTERVENING & MANAGING THE RISKS -

THE TURNING POINT/ IMPLEMENTATION

e Almus identified and mapped the entire business operations
e Classification of customer types:
NALCO Linked (Complete pass through of price change)
Non-NALCO Linked - (Partial pass through of price change)
e Almus creates a risk management policy using statistical
relationships
- LME prices and MCX prices

- NALCO prices, MCX prices, prices quoted to NALCO-linked & non-NALCO-
linked customers
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STEP 3:
OBTAINING THE DESIRED RESULTS

RESULTS

e Price protection, Stability and predictability of cashflows

e Connecting hedging operations with EBITDA

e Treasury desk setup

e Dissecting profitability between actual margin vs
margin from commodity fluctuations



