The Assoc. of Corporate Treasurers CPD Entry Test


Treasury Technology, Systems and the Internet 
Worked Solutions

Question 1

Listed below are treasury management systems features. 

A
Configurable workflow.

B
Individual passwords.

C
Passwords to control access to functionality.

D
Audit trail reporting.

E
Limit breach monitoring.

Which one of the following combinations would you select as contributing most to systems level security and controls needed for segregation of duties?

(a)
ABC


(b)
BCD


(c)
ACE


(d)
BCE


(e)
Don’t know

Answer 

The right answer is    (b)
BCD

A and E are desirable features of a treasury system but they do not necessarily enhance the security of the system or the controls needed for segregation of duties.

Manual V Ch 15, Manual IX Ch 4

Question 2

What would be the systems level advantages of an EFT multi-banking system over one EFT system per bank resulting in multiple EFT systems in your centralised treasury department?

(a)
Enable one interface from TMS to the EFT system.


(b)
Elimination of re-keying between TMS and EFT systems.


(c)
Lower transaction costs.


(d)
Simpler accounting entries.


(e)
Don’t know.

Answer 

The right answer is    (a)  Enable one interface from TMS to the EFT system.

This interface is a potential source of risk.  One interface is therefore more secure than several.  Transaction cost and accounting complexity (or simplicity) are likely to remain similar.   Re-keying may be necessary, but even so the issue of security and risk management is paramount.

Manual V Ch 15, Manual IX Ch 4, Cash Management Manual Ch 20

Question 3

You are a large multinational corporation with one global treasury which manages the treasury activities for all operating businesses around the globe.  Which of the following concerns would you have if you were implementing an internet based TMS?

A
Confidentiality of data.

B
Unauthorised access to data.

C
Authenticity of users being who they say they are.

D
Control over non-repudiation (users denying responsibility for their actions).

E
Auditability of actions (being able to record actions and report activities).

(a)
BDE


(b)
BCE


(c)
ABCE


(d)
ABCDE


(e)
Don’t know

Answer 

The right answer is   (d)
ABCDE.

Manual V Ch 15, Manual IX Ch 4, Cash Management Manual Ch 20

Question 4

Following a thorough selection process you are just about to implement a new TMS package from a leading vendor in the market when your company makes an acquisition.  The acquired company’s central treasury department use spreadsheets and the majority of the operating businesses use the full functionality of a leading ERP vendor.

What actions should you take in the light of this development?

(a)
Proceed with the TMS package implementation as planned, the business systems of the acquired operating units do not matter.

(b)
Select and implement the treasury module of the ERP vendor whose system is in use at the acquired operating units.

(c)
Cancel the selection project and adopt a wait and see approach.

(d)
Set up a working group to examine the treasury systems framework of the acquisition and re-work the systems strategy to incorporate any new factors.

(e)
Don’t know

Answer 

The right answer is  (d)
Set up a working group to examine the treasury systems framework of the acquisition and re-work the systems strategy to incorporate any new factors.

This is a significant decision.  Both answers (a) and (b) are less than satisfactory.  Either will produce a solution which is not certain to fit the specific problem.  Ideally the original choice would have had the capacity to accommodate new subsidiaries, but the starting point has now moved.  Adopting a wait and see approach is avoiding the problem.  The only real solution is (d).

Manual IX Ch 3, 4, 
Question 5

What characteristics would you look for when evaluating the ability of a TMS to interface to an accounting system?

A
Ability to export detailed journal entries

B
Ability to represent the Chart of Accounts in the TMS

C
Ability to export summary journal entries

D
Ability to export treasury transactions to the accounting system

E
Ability to raise reversing entries

(a)
ABCE


(b)
BCDE


(c)
ACDE


(d)
ABDE


(e)
Don’t know

Answer 

The right answer is   (a)
ABCE

The missing characteristic is D, ability to export treasury transactions to the accounting system.  This is not a requirement because you would not export transactions, you would export journal entries.  If possible this would be at a consolidated level, but if necessary at an individual level.  Accounting systems are normally structured to accept debit and credit data, not treasury deals.
Manual IX Ch 4, Cash Management Manual Ch 20, 21
Question 6

The process of collecting and processing the bank account balance and transaction data each morning for the treasury bank accounts takes too long.  It is a mostly manual activity and involves significant re-keying.  You would like to use technology to speed up and streamline this process.  The Group Treasurer does not understand the benefits.  What arguments would you use to put the case forward?

A
Secure automated dialing of the banks could take place during the night resulting in the balance and transaction data being gathered before staff arrive in the morning.

B
A multi-bank electronic bank reporting system could do everything at the press of one button.

C
TMS functionality could auto-reconcile bank accounts leaving only the discrepancies and exceptions for the staff to deal with.

D
Automated scripts could up-load the balance and transaction data into the TMS ready for staff to work on straight away.

(a)
ABC


(b)
ABD


(c)
ACD


(d)
BCD


(e)
Don’t know.

Answer 

The right answer is   (c)
ACD

The argument missing is that a multi-bank electronic bank reporting system could do everything at the press of one button.  An existing sceptic is unlikely to be swayed by this, and when it turns out not to be true your credibility will be damaged.  No systems do ‘everything at the touch of one button’.

Manual IX Ch 4, Cash Management Manual Ch 20, 21
Question 7

Which of the following types of systems would not be found in a corporate treasury environment?

(a)
Electronic Funds Transfer system.


(b)
Electronic Bank Reporting system.


(c)
E-commerce system.


(d)
Market Rates system.


(e)
Don’t know.

Answer 

The right answer is     (c)
E-commerce system.

This is normally a system which links the company to its customers, allowing purchasing and payment over the internet.  It is unlikely to be found in a treasury, although the treasurer may have some comments to make regarding its structure!

Manual IX Ch 3, 4

Question 8

As treasurer of a medium-sized group you have been happy until now with your treasury using a spreadsheet-based system.  However, you noticed in a report in The Treasurer that such systems now account for only around 20% of treasuries whilst specialist treasury systems are used by close to 80% of treasuries.  You are now thinking about proposing a case for switching to a specialist system.

Which of the following is likely to be the single most important factor in your argument for the switch?

(a) cost reduction

(b) compliance with current and future regulations

(c) compatibility with internal and external systems
(d) risk management

(e) don’t know

Answer

The right answer is (b) compliance with current and future regulations

The impact of Sarbanes-Oxley and IFRS has been to add complexity and at the same time require more transparency and control to the requirements of a treasury system.  Although the original pressure for systems was cost reduction, treasuries that are still using spreadsheets are now finding that the pressure of these, and other, new regulations are placing high demands on their ability to develop more sophisticated systems.  This regulatory pressure is forcing treasurers to review their technology needs.

The Treasurer July/August 2005, TMS goes back to basics.
Question 9

You have been asked to advise a busy global treasury department which must provide a fully secure operating environment on a 24 hour basis. 

Which one of the following offers the best treasury management system back-up arrangements?

(a)
Back up once per week, take the system down for 5 hours during the middle of the day.

(b)
Back up nightly, take the system down for 5 hours during the night, maintaining a month of tapes in the Corporate Treasurer’s office.

(c)
Back up nightly, take the systems down for 5 hours during the night, maintain a month of back-up tapes off site in a fire safe managed by a 3rd party security specialist.

(d)
Back up 3 times in 24 hours, during least busy times without taking the system down, maintain a month of back-up tapes off site in a fire safe managed by a 3rd party security specialist.


(e)
Don’t know.
Answer 

The right answer is      (d)
Back up 3 times in 24 hours, during least busy time without taking the system down, maintain a month of back-up tapes off site in a fire safe managed by a 3rd party security specialist.

This is the only possibility which maintains 24 hour service.  All of the others require significant, and unacceptable, periods of downtime.

Manual IX Ch 3, 4, Cash Management Manual Ch 20, 21
Question 10

You have been asked to write a testing plan for the implementation of the new treasury management system.  The following has been suggested for inclusion in your plan.

A
Systems Testing.

B
User Acceptance Testing.

C
Interface Testing.

D
Upgrade Testing.

E
Unit Testing.

F
Volume Testing.

Which of the combinations of suggestions listed below would you include in this plan?

(a)
ACDEF


(b)
ABCDF


(c)
ABDEF


(d)
ABCEF


(e)
Don’t know

Answer 

The right answer is     (d)
ABCEF

The missing factor is upgrade testing.  If only this could be done!  The problem is, of course, that on installation it is not possible to know what the upgrade might consist of, or what it might entail.
Manual IX Ch 3, 4, Cash Management Manual Ch 20, 21
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