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Treasury Tools : Reasons for Adopting a MMF Dealing and FX Platforms
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LA PAROLE AUX ANNONCEURS

In today’s environment Corporate Treasurers are chal-
lenged with unstable financial markets and a genuine
liquidity erunch making it difficult o fund ongoing
business necds, Next to that Treasurers need to deal
with constantly changing financial business plans
often as a result of current US recession threats and the
ceonomic shift from the western cconomics towards
the BRIC (Brazil, Russia, India and China) area.

In order to face these difficult times, a Comporate
Treasury Center (TC) should be able 1o understand
their business needs and deliver global treasury ser-
vices 1o suppor business growth and protect company
assels,

Many TC are however oflen perceived W be on an
island without full and timely visibility on ihe cash
held on an affilise level and thus not able (o perform
true Global Cash Management,

The challenge to master Global Cash Management lies
in understanding the different data sources needed for
an accurate short-term cash position and medium o
long term liguidity plan, and to process this data in the
most straight-through way,

These data sources are different per company but in
general 5 major sources can be recognized

« Procure-to-pay (P2P) data

« Order to cash dara

« Bank balances

s Incoming and outzoing Treasury movements
« Sules forecasts and Business plans

The big issue in capturing the above mentioned data is
the fact that this data is often fed by different source
systems such as imtegrated or stand-alone ERP sys-
fems, Treasury management systems [TMS), electro-
nic banking platforms or even excel spreadsheets
managed by different entities,

This makes it dificult for the TC o uncerstand the alli-
liates daily liguidity needs and 1o manage overall net
debt or excess cash in the mosi efficient and umely
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HOW TO MASTER GLOBAL CASH MANAGEMENT
USING INTEGRATED SAP TREASURY SOLUTIONS

manner. In order to closc this gap there is a need for an
integrated Treasury approach based on 4 key-clements:

1. Streamlining the communication with the local entities
2, Developing an internal bank structure

3. Srraight Throngh Processing of disbursements

4, Treasury & Financial Supply Chain reporting

In this article we will Zive you an overview on how the
gap can be closed based on these kev-elements using
the latest SAP Treasury solutions,

STREAMLINING THE COMMUNICATION
WITHTHE LOCAL ENTITIES

As the Tocal entities are the primary source ol infor-
miation o understand the business needs but are also an
important customer of the Treasury Center, a maxi-
mum of value-added services should be offered 10
them - preferably vin a secure and single point of
access comparable 1o a custom-made web based ban-
king solution.

Based on the SAP NetWeaver platform, Treasury depart-
ments can offer web based applications and services,
fully intcgrated with both the TMS and ERP system.

Using this platform, remote subsidiaries are ahle to
report forecasted disbursements or collections (either
manual input or a download from the local ERP sys-
tem). Subsidiaries should also be able to report their
loans or investments agreed with a local bank, which
combined with the reported forccasts and an upload of
their local ¢lectronic bank statements, provides the TC
with a real=time view on local cash availability,

As a “Treasury customer = affiliates can benefit from
accurate exposure & liguidity orecasting as SAP can
infegrate omling reporting via this web front-end,
enabling subsidigries w manage their internal FX or
MM deals,

Owerall, o web portal should create a win-win situation
for both parties where nol only the TC provides real-
itme treasury services (o the operating companies but
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also gathers timely information in order to better
understand the business processes and needs within
the financial chain,

DEVELOPING AN INTERNAL BANK
STRUCTURE

Once the local affiliates are able 10 communicate via a
secure web portal and Corporate Treasury has a correct
and real-time overview on the local cash & cash needs
it should take full advantage of the data provided.

As opposed (o a situation where excess cash is mana-
ged locally and affiliates fund themselves externally
via fixed loan agreements with local banks, Treasury
should be able to provide daily flexible liguidity to the
subsidiarics and manage net debt and capital on a
group level.

[n essence Treasury should become the banking part-
ner for all affiliates using an In House Bank solution
which 1s basically an internal bank managed by a TC
where a local affiliate can open a current account.

The main component of the SAP In House Bank solu-
tion called In-House Cash (IHC) is the in-house cash
center in which all inter-company agreements between
the affiliate and the TC are processed, such as inter-
company FX transactions, loans and investments.
Furthermore all net intercompany disbursements and
collections between various affiliates can be settled on
SAP THC current accounts.

Similar to an external bank account, interest and WHT
can be calculated and posted on the THC accounts at a
rate per individual/grouped account. Other conditions
which can be linked to an internal account are account
overdraft limits, charges and penalties.

Setting-up an account pool hierarchy is also possible,
aimed at maximizing interest income and minimizing
interest expense

After the internal posting cut-off SAP THC creates cur-
rent account statements which can for instance be
consulted online via the web Portal,

All incoming and outgoing flows settled on IHC or
otherwise said all assets and labilities between  the
affiliates who have opened a current account and the
TC result to a netted overall position per currency
“globally managed™ by the TC.

STRAIGHT THROUGH PROCESSING
OF DISBURSEMENTS

SAP [HC will be typically set up to scttle all inter-
company flows. However for payment factory ser-
vices, it can also be used to post and settle the local
affiliates disbursements and limited collections.

After the affiliate has locally processed their disbursement
authorizations either directly via SAP or in case payment
information has been sent to a single point of access such
as a web portal, the payment orders can be debited on the
affiliates current account and further processed.

The concept of a payment factory can be applied for
all Treasury payments and pre-advices but the real
added-value Ties in the fact that the TC will be able o
shift their payment processing from the settlement of
only inter-company and financial transactions to per-
forming all commercial and financial disbursements
on behalf of subsidiaries worldwide.

By performing the commercial and financial disburse-
ments on behalf of the subsidiaries the TC basically
pre-finances these transactions, thus creating a liabili-
ty from the subsidiary towards the TC.

This liability can then be reflected by debiting the cur-
rent account of the subsidiary for the pre-financed
amount, In case the subsidiary has excess cash 1t can
offsct the liability by depositing cash on its current
account.

If a company has a centralized payment factory and is
settling payments in different currencies with a range
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