The Treasury Mandate:

A

Strategic Partnerfor
Unlocking Business

Value

The treasurer has long been viewed as a tactical
member of the corporate finance team. Although
the treasurer performs a critical role within the
organization, their role was that of a watchman,
keeping a cautious eye on corporate cash and
minimizing risk to a company’s financial assets.
However, given new market dynamics, and with the
emergence of new technologies and processes,
treasury is evolving into a strategic, internal business
partner to its own organization – an increasingly
relied-upon role that is counted upon to deliver
corporate value. Forward-thinking CEOs and
CFOs are asking treasurers to collaborate with
other departments, adding meaningful insight and
analysis that impact the organization’s strategy and
financial results in a number of ways. This type of
collaboration has long been proven to have a positive
impact – in fact, in a recent survey by Ernst & Young,
nearly 50 percent of respondents said that business
unit relationships were the most important element
of future success.1

The corporate treasurer
increases value for the
organization by first
adopting best practices
within the treasury team.

Regulatory and macroeconomic conditions,
combined with internal recognition of the treasury
team’s value, have all driven recent demand from
businesses for finance to take a more strategic role
in driving performance.2
Within this white paper, we examine different
examples of how treasury teams can influence
and help create significant business value for
their organization.
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The Value Creation Hierarchy
The corporate treasurer increases value for the
organization by first adopting best practices within
the treasury team. By focusing on the efficiency of
the team and the effectiveness of their decisionmaking, the treasurer begins to fulfill on this “value
creation hierarchy.” The process itself can be
thought of as a “Maslow’s hierarchy of needs” for
treasury, where each level can only be satisfied
after the level below is complete.
The value creation for a treasury team could
be depicted as follows, where each layer
brings significant benefits but the top (treasury
as a strategic partner) results in the highest
return to the business:

Value Creation Layers
Productivity:

Global visibility:

Automation delivers productivity and productivity
generates time – time that can be used to develop
better reporting, improve processes, and identify
opportunities to create value. In the words of the
treasury cash operations manager of Pulte Homes 3
“Treasury used to spend the majority of its day on
cash management. Then we implemented treasury
technology and became more efficient, which
allowed us to pursue other projects, meaningful
projects such as economic analysis on key
industry indicators, competitor analysis, and M&A
analysis. That helped deliver value to other parts
of the organization.”

Treasury requires visibility in order to make effective
financial decisions. The treasurer and the CFO must
know where their cash is, what financial positions
and contracts exist, and what exposures face their
financial assets. Cash visibility is the first priority,
consolidated reporting across all asset classes the
second, and the final critical component is assessing
the impact of the various types of risks – including
operational risks such as inadequate controls – that
can hurt the value of these assets. Transparent
reporting in each of these areas empowers the
treasurer to make effective financial decisions.

Financial controls:
Like many other parts of the business, treasury
requires controls to ensure that the financial assets
of the organization are protected from inadvertent or
malicious events that erode company value. Most
organizations, in particular those that are publicly
traded, have to attest to the effectiveness of these
controls as part of their external reporting. Yet
treasury operations have difficulty implementing
the proper controls and maintaining compliance
with internal and/or external standards, because
they still maintain manual components to their
data entry or workflow.
3

Effective financial decisions:
Visibility and transparency into cash, liquidity,
financial positions, and exposures enable treasurers
to make better financial decisions – investing,
borrowing, hedging, efficient cash movements
and more. Treasurers have better insight and more
accurate information, which allows them to more
confidently make treasury decisions that can deliver
and/or protect meaningful business value.

Pulte Homes is a client of Kyriba
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Treasury as a strategic partner:
The treasurer has amassed intelligent information,
insight, and analysis that can be used to generate
business value throughout the organization;
not necessarily restricted to the guardianship of
financial assets, which is the traditional treasury role.
Examples of treasury becoming an internal strategic
partner to the organization include:
1. Shared service model
2. Forecasting economic impact to the business
3. Supply chain performance
4. Accelerate revenue growth
5. Information for strategic decisions
6. Merger and acquisition decision making
7. Expanding into new markets

1. Shared Service Model
Many organizations have investigated implementing
shared service centers, especially in global regions.
While most have not yet implemented such a model,
this is more to do with the magnitude of the project
rather than the lack of benefits such an initiative
would deliver to the business. As a result, treasury
has an opportunity to lead by an example and
collaborate with other organizations. Treasury, on
its own, would not be able to justify investing in a
shared service model for all but the largest Fortune
500 entities. However, treasury – in conjunction with
procurement and accounting, not to mention other
groups – can make a compelling business case.
A simple example is merging the accounts payable
and the payments functions of cash management
into a shared service. In this respect, a shared
‘payment on behalf of’ (POBO) model delivers:
	Time savings by eliminating redundancies
between A/P and treasury for payments initiation,
approval, and transmission

■

8. Corporate governance

	Centralized control over the payment workflow,
improving visibility and compliance (especially for
globally decentralized organizations)

■

	Cost efficiencies by implementing payment
factories to take advantage of economies of scale
for technology and banking services

■

For many organizations, establishing a POBO
operation would be logically followed by
implementing a ‘collections on behalf of’ (COBO)
model as well. This would allow the shared service
to achieve complete transparency into current and
projected cash, and improving fluidity of money
movement, thus enabling the operation to make
optimal cash and liquidity decisions (such as supply
chain financing programs) that deliver significant
business value.
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2. Forecasting Economic
lmpact to the Business
With an empowered treasury team at their disposal,
every CEO and corporate board has a powerful
weapon: in-house economic expertise. Having
already made effective cash, financing, and risk
management decisions to maximize use of and
adequately protect the value of the organization’s
financial assets, the treasury team will already
know the impact of macroeconomic change on
the cash flow of the business. This is a stepping
stone to analyzing the effects of the same variables
on other key business indicators, including revenue,
expenses, profitability, free cash flow, and
capital ratios.

“Simply extending the reach
of treasury’s modeling
and insight can deliver
senior management and
the board a richer body
of information, enabling
better corporate decisions
and the issuance of more
accurate guidance to
stakeholders and the
investment community.
By nature of performing their everyday responsibilities,
the treasury team are experts in foreign exchange
projections, fiscal and monetary policy (per their
effect on investing and borrowing returns), the
impact of political events on financial markets,
consequences of capital planning, the effect of bank
regulations (e.g. Basel III), accounting and legal
compliance (e.g. IFRS conversion, Dodd-Frank Act).
Simply extending the reach of treasury’s modeling
and insight can deliver senior management and
the board a richer body of information, enabling
better corporate decisions and the issuance of
more accurate guidance to stakeholders and the
investment community.

3. Supply Chain Performance
A company’s supply network is often the backbone
of the organization’s value chain. Any disruptions to
the manufacture or provision of goods can range
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from significant to catastrophic for an organization’s
financial success. As a result of the increased
reliance on the supply chain – and the increased
global risks that may affect it – corporate treasurers
have begun playing a more meaningful role
improving the process.
Supplier analysis is an obvious opportunity for
treasury to contribute. A company’s treasury team
is an expert at understanding its own cash flow,
working capital, and financial risk exposures.
The same insight and analysis can be applied to
key suppliers (or for that matter, customers too).
Evaluating partner organizations based on their
financials can generate a risk profile that can be used
to assess the likelihood of potential disruption due
to financial concern. Is the balance sheet optimized
for further investment? Is working capital a potential
concern? Is this a supplier upon which we should be
increasing our dependence? Treasury offers critical
expertise to help answer these important questions.
Taking analysis a step further, treasury has the
power to help suppliers improve key metrics such
as working capital, by designing programs that
facilitate early payment of invoices. These supply
chain finance programs can be proactively built and
managed in whole or in part by the treasury team
to enable suppliers reduce their DSO (days sales
outstanding) - one of three key components of the
cash conversion cycle and an obvious candidate to
improve working capital. These programs can be
funded by the treasury team itself through excess
cash or liquidity (e.g. leveraging its own credit
lines) or can be arranged via third parties, such as
banking partners. However, supply chain finance isn’t
completely selfless – the discounts traded for early
payment offer superior rates of return as compared
to other alternatives the treasurer has available to
them. At the same time, proactively offering such a
program to suppliers mitigates potential disruptions
in the supply chain due to liquidity issues while also
serving to tighten buyer-supplier relationships. In a
2012 study by Ernst & Young, half of the companies
surveyed already have, or plan to have, some form of
sales or supplier financing.4
Treasury has an important seat at the table – as
the manager of cash, banking relationships, and
the people and technology to enable such a global
supplier financing program.
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4. Accelerate Revenue Growth
For organizations that operate high value, strategic
sales forces, treasury has an opportunity to
contribute by collaborating to design financial
programs to incent or enable customer sales.
Treasury is often an expert in the financial component
of trading relationships – be they open account or
trade finance-enabled (i.e. requiring guarantees
or letters of credit), especially in global markets.
Because of their banking experience and ownership
of the banking relationship, the treasurer can be
a strategic asset to the negotiation of sales or
sales channel discussions, through the analysis of
the costs and impact of different flavors of tradeenabling financing instruments that are required
to do business in different regions. The treasurer
also can make decisions as to whether establishing
new banking relationships or bank services (e.g.
opening accounts) is possible, as well as overseeing
the onboarding of such services so that sales
and partner channel managers operate in close
coordination.
Furthermore, for some industries (e.g. manufacturing)
the treasurer can help in the design and
implementation of financing programs and incentives
for purchase to drive new business. Projects may
be company-wide, or depending on the magnitude
of individual sales transactions, tailored programs
may be required. In either respect, treasury has a
meaningful part to play so that such decisions are
cost-effective and realistic to implement.
It is also important to emphasize that this contribution
need not be reactive. An efficient and empowered
treasurer will bring wide-ranging insight and analysis
to the table in efforts to be a true strategic partner to
the organization.

5. lnformation for Strategic
Decisions
For strategic projects such as new market entry,
replacing asset fleets, integrating new operational
centers or expanding the supply chain into foreign
markets, data and analysis from treasury offer
significant value to the overall organization. Treasury
can raise its strategic relevance with business cases
for natural hedges, efficiencies in repatriating cash,
better asset and liability management in diverse
currencies, optimizing banking fees and structures
in different regions, organizing payment terms better,
assessing counterparty risk more efficiently, to name
just a few examples. For all of these, the critical
ingredient is organized data that’s easy to use
and consume.
Visually informative reports (e.g. dashboards)
should be made easy for non-financial people and
departments to understand and consume. When
a financial concept is easily comprehensible at a
strategic and transformational level, the payoff
can be companywide.
For instance, while HR wouldn’t typically have access
to cash and financial forecasts, a visual, easy-tounderstand illustration of bonus funding can yield
collaborative gains. Treasury could offer to help plan
for the communication and suggested timing of
bonuses. This collaborative approach also avoids
conflict if department timing preferences differ. Each
can see the financial effects of the other’s proposal.
To highlight another example, treasury can
share insightful data around payables costs with
accounting to collaboratively map out the cost of
managing payables across the entire organization.
This insight can lay the groundwork for a business
case to invest in shared processes, such as a POBO
model or collaborative banking services. Either
outcome can create cost efficiencies and process
improvements for the organization as a whole.
There is no shortage of examples demonstrating how
visual information held within treasury can inspire
thought and positive action across the organization.
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6. Merger and Acquisition
Decision Making
In a recent survey by J.P. Morgan, 44 percent of
treasury executives said they had been brought
into an M&A transaction prior to public deal
announcement. While this demonstrates the
higher frequency of involvement, it also reflects
the increased scope of treasury’s contribution.
Treasury is playing a more significant role, and is
doing so more often. This contribution is increasingly
resulting in more strategic input to the M&A process,
particularly the valuation component of either the
target company or the combined entity as a whole.
At the strategic level, treasury can help value a
target company based on cash flow projection
models, evaluating additional borrowing capacity
or potentially reduced cost of funds. It can also help
to analyze the optimal capital mix of cash, debt,
and equity using its own – as well as the target
company’s – financial metrics. It can also provide
counterparty, interest rate, commodity, and currency
risk hedging advice, based on the intended timing
of the transaction. These are all required information
steps to effectively value a proposed acquisition
or divestiture.
The bargaining positions and resistance points
for acquisition pricing may also rely on treasury
information working its way quickly to management
accounting or other decision support systems
that will inform the valuation, pricing and purchase
parameters of an acquisition. While treasury is
obviously not the central party in the deal, the
information it provides must be accurate, relevant,
committal and proactive.

“Treasury used to spend
the majority of its day on
cash management. Then
we implemented treasury
technology and became
more efficient, which
allowed us to pursue
other projects, meaningful
projects such as economic
analysis on key industry
indicators, competitor
analysis, and M&A analysis.
That helped deliver value
to other parts of the
organization.”
– Treasury Cash
Operations Manager,
Pulte Homes

At a tactical level, treasury executes the transactions
and hedges to manage the optimal capital mix to
support the M&A transaction. In this respect, treasury
is again intricate in the enablement of M&A activity.
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7. Expanding into New
Markets
With the trend in globalization, treasuries are
relied upon much more often to enable expansion
of business operations. Whether expanding
domestically or internationally, entering new
markets requires a variety of corporate decisions,
not the least of which is determining the fit of
the new business opportunity into the corporate
structure. Will the business be a separate legal
entity? Will it have distinct management or will
resources be shared from the existing organization?
Where will management be based? These are
all obvious considerations. What is less obvious
– but nonetheless highly strategic – is treasury’s
contribution to these answers.
Aberdeen Group recently found in a global treasury
and risk management study that in multi-regional
companies, 84 percent of treasurers consider the
treasury function as more strategic and important
than even two years ago.6

8. Corporate Governance
Corporate treasurers have a key role to play in
corporate governance and managing corporate risk
within their organisations.
One key area is operational risk, where treasury can
implement technology and structured workflows to
minimize (ideally, eliminate) financial losses arising as
a result of errors or deliberate unauthorized actions
originating from within the company. The treasurer is
responsible for ensuring that adequate controls are
in place around the flow of cash which are robust
enough to prevent errors and fraudulent activity
from taking place. Failure to manage operational
risk appropriately can have severe consequences
for individuals as well as for the company and its
stakeholders (just ask Tyco or Enron shareholders).

	
New bank relationships and banking services

Lack of operational controls in many organizations
led to the passing and implementation of the
Sarbanes-Oxley Act, whereby C-level executives
– including the CFO – are required to attest to the
strength of the company’s financial controls. Treasury
technology mitigates operational risk by automating
workflows, process, and documentation to reduce
the risk of error and fraud – while also providing the
tools needed to manage other types of risk.

	
New financing decisions, including whether to
secure bank or public debt options or finance
internally

With the right technology, treasurers can not only
protect their own part of the organization but also
mitigate risk for other groups as well.

At an operational level, a new line of business
(depending upon how it is structured) may require:
■

■

	
Investigation of tax treatment – especially
important when considering if/how to move
money across borders

■

	
Decisions of where treasury, finance and
accounting resources need to be located and
whether they can be shared or have to be
distinct for the new business. These decisions
will determine if new resources are required and
if existing technology allows for the potential
decentralization being contemplated

■

The treasurer, as an expert in these operational
concerns, can provide meaningful input and analysis
to corporate decision-making, collaboratively
alongside stakeholders in other groups. Making
the right decisions based on evaluation of these
variables would positively impact the operational
readiness of the new business, and consequently
the speed at which new business profitability can
reach the bottom line.
6
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Conclusion
Within the current and future business context,
there is even more of a mandate for treasury and
finance teams to play a strategic role. Treasury has
an incredible opportunity – and is being asked by
C-level executives – to create meaningful business
value, acting as a true partner within the organization.
Whether the project at hand is designing financing
programs to incent or enable sales, support
merger and acquisition decision-making, manage
corporate risk, or manage a global supply chain
finance program, treasury has many opportunities to
generate significant business value.
CFOs and treasurers enable their team’s contribution
by implementing a series of process improvements
– productivity, operational controls, visibility, and
improved decision-making. These improvements
are enabled by technology investment in a fully
integrated treasury and risk management solution.
With the improved efficiency and effectiveness, the
treasury team is in a strong position to generate
meaningful and significant value for the business.
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About Kyriba
Kyriba is the global leader in next generation
treasury solutions in the cloud. We enable CFOs
and finance teams to increase compliance, reduce
risk, and provide the insight necessary for strategic
financial decision-making. Kyriba’s award-winning
cash, treasury, payment, risk management and
supply chain finance solutions are highly secure
and scalable. With a client loyalty rate of more
than 98 percent, Kyriba supports Global 2000
enterprises and fast-growth mid-market companies,
including Amway, Electronic Arts (EA), Interpublic
Group, PulteGroup, Inc. and Qualcomm. For more
information on how to become a strategic partner to
your organization, contact treasury@kyriba.com
or visit http://www.kyriba.com.
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