ESTABLISHING A STANDALONE

TREASURY FUNCTION

CASE STUDY

SITUATION
The Chief Financial Officer (CFO) was

concerned about the quality and timeliness

of Treasury services. As a result, the CFO’s
Deputy spent too much time and effort ‘in
the Treasury weeds reconciling data, verifying
analyses and agreeing actions, and too little

in developing and implementing strategic
contributions.

INTERVENTION

The company was already large and had also undergone a

rapid growth phase, resulting in material foreign currency and
foreign interest rate exposures, and complex intercompany and
banking arrangements. The company did not employ a Treasury
specialist. Treasury services were performed by an Accountant
in the Finance team on a part-time basis. Decision-making was
based on spreadsheets developed by the Accountant.

Marengo Capital was asked to perform a full treasury review and
to provide recommendations for improving Treasur\/ services.

As is often the case, our review identified root-cause needs which were above and beyond stated
client wants. The client wants were understandably rooted in the services which drew the Deputy into
the weeds on a daily basis, as that is where the pain was directly and keenly felt.

However, we identified needs which were essential to laying the
foundational platform to address client wants:

. incomplete treasury governance architecture;
- superceded treasury operating model; and
- imbalanced treasury people-processes-systems ecosystem.

Needs analysis showed that not only was there a problem with
the validity and timeliness of outputs, the efficiency of inputs,
and hence overall productivity, there was also a critical problem
with governance, business continuity, key person risk, and
internal controls.

We designed a new standalone treasury operating model,
initially resourced with a Senior Treasury Analyst with pertinent
industry experience which we sourced off-market. We prepared
a full suite of documents to support both governance and
operations, such as the Treasury Risk Management Policy and
Treasury procedures for cash management, transaction banking,
bank guarantees, and intercompany loans.

RESOLUTION

Our review found that the spreadsheets used for decision
making had evolved in an ad hoc manner over time rather than
being created, maintained and secured under best-practice
protocols. Furthermore, the intellectual property was in the
developer who departed unexpectedly. We proposed a Treasury
Management System (TMS) solution to preserve a lean team
model by exploiting connectivity with bank platforms and
integration with the ERP, to use externally validated analytics
for decisions and reporting, and to secure data through access,
permission, and audit log controls.

Marengo Capital conducted a Request for Proposal process
with TMS vendors and recommended to the client the best
vendor and product for their needs. A TMS will give the client
full visibility over their financial risks and will allow risks to be
hedged consistently with the Policy. We also provided a plan for
leveraging the TMS to transition to an inhouse banking model
which will more easily support netting of intragroup exposures -
reducing the frequency and size of external market transactions
- and simplifying the bank account structure through a
combination of virtual accounts and charts of accounts.

Our recommendations mapped a pathway for: (i) separating Treasury services from the Finance

team; and (i) developing the Treasury function to best-practice over short, medium and long term

horizons.

By securing current operations and providing for scalability
through a mix of new specialist personnel, re-engineered
processes and a new connected and integrated system, the
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client can be confident that Treasury services will contribute
to, not detract from, company financial performance and
sustainability.
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