Certified
Treasury
Professional®

ESSENTIALS OF TREASURY MANAGEMENT, 2nd EDITION

TABLE OF CONTENTS AND NUMB ER OF EXAM QUESTIONS PER CHAPTER

PART ONE: BACKGROUND AND ENVIRONMENT OF TREASURY MANAGEMENT

CHAPTER 1: THE ROLE OF TREASURY MANAGEMENT 13 EXAM QUESTIONS]|

VI.

Introduction to the Study of Treasury Management
Introduction to Chapter 1

Trends in Treasury Management

The Scope of Corporate Finance

A. The Corporate Financial Objective

B. The Finance Function and Financial Decisions

C. Financial Organization

Treasury Management Objectives and the Cash Flow Timeline
A. Treasury Management Objectives

B. The Operating Cycle and the Cash Flow Timeline

C. Cash Flows

D. Cash Flow Timeline and Float

The Future of Treasury Management

CHAPTER 2: TREASURY ORGANIZATIONAL STRUCTURE 2 EXAM QUESTIONS]|

Introduction

Treasury Objectives and Policy

Financial Organization

Financial Organizational Structure

Key Roles and Responsibilities

Daily Cash Management

Treasury Management Organization
Internal and External Collaboration
Reorganization of Treasury Operations

nmmoow>

CHAPTER 3: FINANCIAL ENVIRONMENT 16 EXAM QUESTIONS|

Introduction
Financial Markets

A. Types of Financial Markets

B. Types of Capital Markets

Financial Institutions: Functions and Services
A. Commercial Banks



Investment Banking and Brokerage Firms

Thrift Institutions

Credit Unions

Mutual Fund Companies

Other Types of Non-Bank Financial Institutions

V. Regulatory Agencies

Federal Reserve System (Fed) (1913)

Office of the Comptroller of the Currency (OCC) (1863)
Federal Deposit Insurance Corporation (FDIC) (1933)
Office of Thrift Supervision (OTS) (1989)

Other Regulatory/Supervisory Agencies

V. Federal Legislation

nmoow

moowp

A. Legislation Governing Regulation and Supervision
B. Legislation Governing Types of Financial Services Offered
C. Legislation Governing Geographic Boundaries
D. Legislation Governing Payment Systems Operations and Instruments
E. Legislation Governing Consumer Protection
F. Federal Reserve Regulations
VL. The Uniform Commercial Code (UCC)
A. Article 3 — Negotiable Instruments
B. Article 4 — Bank Deposits and Collections
C. Article 4A — Funds Transfers
D. Article 5 — Letters of Credit (L/Cs)

PART TWO: GENERAL FINANCIAL ANALYSIS

CHAPTER 4: FINANCIAL ACCOUNTING [7 EXAM QUESTIONS|

l. Introduction
I. Accounting Concepts and Standards

A. Generally Accepted Accounting Principles (GAAP)
B. Financial Accounting Standards (FAS)
[l Financial Statements
A. Auditing and Financial Statement Reliability
B. Types of Financial Statements
V. Financial Statement Analysis
A. Common-Size Statements and Ratios
B. Liquidity or Working Capital Ratios
C. Efficiency or Asset Management Ratios
D. Debt Management Ratios
E. Performance Ratios
F. Integrated Ratio Analysis
G. Service Industry Ratios



H. Strengths and Limitations of Ratio Analysis
V. Accounting for Governmental and Not-for-Profit (G/NFP) Organizations

CHAPTER 5: FINANCIAL PLANNING AND ANALYSIS I8 EXAM QUESTIONS|

l. Introduction
Il. Basic Financial Concepts

A. Time Value of Money
B. Opportunity Cost
C. Cost of Capital
D. Cost Behavior
[l Decision Evaluation
A. Identifying Relevant Costs and Revenues
B. Cost/Benefit (CB) Analysis
V. Developing a Financial Plan
A. The Budgeting Process
B. Treasury’'s Role in Budgeting
C. Uses of Budgets
V. Performance Measurement
A. Return on Investment (ROI)
B. Residual Income (RI)
C. Economic Value Added (EVA)

PART THREE: LIQUIDITY MANAGEMENT

CHAPTER 6: WORKING CAPITAL MANAGEMENT |7 EXAM QUESTIONS]|

l. Introduction
Il. The Working Capital Cash Conversion Cycle (CCC)

A. Days’ Inventory or Inventory Conversion Period
B. Days’ Receivables or Receivables Conversion Period
C. Days’ Payables or Payables Conversion Period
D. Cash Conversion Cycle (CCC)
M. Cash Discount Calculations
A. Costs for a Buyer of Not Taking the Cash Discount
B. Benefits for a Seller of Offering a Cash Discount
V. How Changes in Current Accounts Impact External Financing
A. Changes in Current Assets
B. Changes in Current Liabilities
C. External Financing Requirements
V. Working Capital Investment and Financing Strategies
A. Current Asset Investment Strategies
B. Current Asset Financing Strategies



VI. Basics of Short-Term Credit

A. Operational Advantages of Short-Term Credit
B. Operational Disadvantages of Short-Term Credit
C. Sources of Short-Term Credit
VII. Costs and Risks of Alternative Debt Maturities
VIII. Financing Strategies of Multidivisional and Multinational Companies (MNCSs)

CHAPTER 7: WORKING CAPITAL TOOLS 9 EXAM QUESTIONS|

l. Introduction
Il. Credit and Accounts Receivable (A/R)

A. Relationship Between Treasury and Credit Management
B. Credit Policies
C. Billing and Collection Methods
D. Forms of Credit Extension
E. Considerations Pertaining to Terms of Sale
F. A/R Monitoring and Control
G. Financing A/R
H. Cash Application
l. Legislation Affecting Credit and Collections
J. Developments in Credit and A/R
. Inventory Management
A. Elements of Basic Inventory Policy
B. Inventory Financing
V. Accounts Payable (A/P)
A. Disbursement System Considerations
B. Recent A/P Developments

CHAPTER 8: PAYMENT SYSTEMS  [10 EXAM QUESTIONS|

l. Introduction
I. Overview of Payment Methods
Il. Paper-Based Payments

A. The Check Clearing Process
B. Settlement and Funds Availability
C. Additional Paper Payment Instruments
D. Returned Paper Items and Check Collection
E. Check Conversion
V. Electronic Payments
A. Card-Based Payments
B. Varieties of Payment Cards
C. The Automated Clearing House (ACH) System
D. Fedwire



E. Clearing House Interbank Payments System (CHIPS)

F. Money Transfer Services
V. Payment System Risk (PSR)

A. Systemic Risk

B. Credit Risk

C. Fraud Risk
VL. Future of Payments

Appendix 8.1-ACH Payment Formats

CHAPTER 9: CASH MANAGEMENT 13 EXAM QUESTIONS|

l. Introduction
I. Cash Management Process Considerations

[l Collections
A. Collection Float
B. Mail Payment Systems
C. Collection Process Improvement
V. Concentration
A. Over-the-Counter/Field Deposit Systems
B. Concentration System Configuration
C. Concentration System Costs
V. Disbursements
A. Disbursement Products
B. Electronic Disbursement Methods
C. Outsourcing Products
D. Managing Disbursement Information
VI. Net Settlement Systems
VIL. Cash Forecasting
A. Objectives of Cash Forecasting
B. Forecasting Process
C. Forecasting Methods
VIII. Projected Closing Cash Position
IX. Cash Management System Risks and Controls
A. Internal Control Issues
B. External Fraud
C. Bank Failure

CHAPTER 10: SHORT-TERM INVESTING AND FINANCING DECISIONS

l. Introduction
Il. Liquidity Management
1. Short-Term Investment Markets and Instruments

110 EXAM QUESTIONS]|




A. Money Market Participants

B. Money Market Instruments
C. Investment Strategies
V. Short-Term Investments
A. Short-Term Investment Considerations
B. Short-Term Investment Policy
C. Investment Risk Considerations
D. Factors Influencing Investment Pricing
E. Yield Calculations for Short-Term Investments

V. Short-Term Financing
Short-Term Financing Considerations
Planning Credit Needs
Short-Term Financing Objectives
Strategic Objectives
Factors Influencing Financing Costs
Short-Term Funding Alternatives
VL. Outsourcing Liquidity Management
A. Outsourcing of Investment Management
B. Sweep Accounts

nTmoow>

Appendix 10.1-Sample Excerpt from an Investment Policy

PART FOUR: TREASURY TECHNOLOGY

CHAPTER 11: TREASURY MANGEMENT SYSTEMS |5 EXAM QUESTIONS]|

l. Introduction
I. A Brief History of Treasury Management Systems (TMSes)
[l Objectives of Information Management and Technology

V. The Role of Information Management in Treasury
A. TMS Benefits
B. TMS Costs
C. Cash Management Processing Tasks and Responsibilities
D. Cash Management Processing Timeframes
E. Cash Management Internal Data
F. Cash Management External Data
G. Multibank Reporting
H. External Information Formats
V. Information Exchange Between Financial Services Providers (FSPs) and Treasury
A. Basic Choices in Linking Treasury to an FSP
B. TMS Attributes
C. Transaction Initiation
VL. TMSes and Software



A. Basic TMS Choices

B. Selecting a TMS

C. TMS Security

D. Integrating Treasury Systems in Merged Companies
VILI. Use of the Internet in Treasury

A Benefits of Using the Internet in Treasury

B. Challenges of Using the Internet in Treasury
VIII. Future TMS Trends

CHAPTER 12: ELECTRONIC COMMERCE [7 EXAM QUESTIONS|

l. Introduction
Il. Basics of Electronic Commerce (E-Commerce)

A. Different Types of E-Commerce

B. Electronic Data Interchange (EDI)

C. Factors Influencing EDI Use

D. Use of the Internet for E-Commerce and EDI

E. Key Issues in the Development of E-Commerce

F. Electronic Funds Transfer (EFT)

G. Benefits of E-Commerce

H. E-Commerce Costs and Barriers
[l EDI Infrastructure

A. EDI Standard Formats

B. Business-to-Business Banking Services (B2B Electronic Banking)
V. The Internet and E-Commerce

A. Key Terms and Definitions

B. The Languages of E-Commerce

C. Security Issues
V. Credit Terms and E-Commerce Transactions

A. B2B Financial Impact of E-Commerce and EFT

B. Negotiating Shared Benefits

C. Single Sourcing Arrangements

D. Business-to-Consumer (B2C) Financial Impact of E-Commerce and EFT
VI. E-Commerce Implementation

A. Evaluated Receipts Settlement (ERS)

B Paid-on-Production

C. Electronic Presentment of Invoices and Bills

D Future of E-Commerce



PART FIVE: LONG-TERM FINANCE

CHAPTER 13: SOURCES OF CAPITAL 19 EXAM QUESTIONS|

l. Introduction
I. Role of Treasury in Determining and Managing Costs of Long-Term Capital

A. Raising Capital

B. Managing Outstanding Capital

C. Cost of Capital
Il Debt (Bond) Securities

A. Short-Term Borrowing

B. Medium- and Long-Term Borrowing

C. Other Factors Influencing Long-Term Debt Decisions
V. Lease Financing

A. Why Companies Lease

B. Types of Leases

C. Estimated Residual Value

D. Tax Considerations

E. Lease Versus Borrow-and-Buy Decision
V. Equity (Stock) Securities

A. Common Stock

B. Preferred Stock
VL. Financing Mergers and Acquisitions
ViII. Valuation of Corporate Securities

A. Bond or Fixed Income Valuation

B. Preferred Stock Valuation

C. Common Stock Valuation

D. Investment Risk and Rates of Return
VIII. Cost of Capital and Firm Value

A. Cost of Debt

B. Cost of Common Equity

C. Weighted Average Cost of Capital (WACC)

D. Firm Value
IX. Procedures for Selling Common Stock

A. Investment Banking Process

B. Initial Decisions

C. Selling Procedures

D. Shelf Registration

E. Due Diligence
X. Initial Public Offering (IPO) and the Decision to List Stock

A. The IPO

B. Advantages of Going Public

C. Disadvantages of Going Public



D. The Decision to List Stock
E. Advantages of Listing Stock
F. Disadvantages of Listing Stock
G. Choice of Exchanges
CHAPTER 14: CAPITAL STRUCTURE AND DIVIDEND POLICY [7 EXAM QUESTIONS]|

l. Introduction

Il. Capital Structure of a Company

Optimal Versus Target Capital Structure
Advantages and Disadvantages of Financing with Long-Term Debt and Common Stock
Capital Structure Theory

Business and Financial Risk

Target Capital Structure

Other Considerations in the Capital Structure Decision
[l Dividend Policy

Setting Dividend Policy

Constraints on Dividend Policy

Dividend Policy and the Cost of Capital

Information Content of Dividends

Clientele Effect

Stability of Dividends

V. Dividend Considerations

Dividend Payment Procedures

Dividend Reinvestment Plans (DRIPSs)

Types of Dividends

Stock Repurchases

Intracompany Dividends

Taxes on Dividends

Dividend Policy in Multinational Companies (MNCSs)

nmmoow>

mTmoow>

@Mmoow®p

PART SIX: GLOBAL FINANCE

CHAPTER 15: GLOBAL TREASURY ENVIRONMENT 5 EXAM QUESTIONS|

l. Introduction
Il. Objectives of Global Treasury Management

A. Challenges Unique to International Treasury Management
B. Foreign Exchange (FX) Rates
Il Characteristics of International Payment Systems
A. Paper-Based Payment Systems
B. Electronic Payment Systems
V. Characteristics of International Banking Systems



A. Regulatory Oversight and Clearing Operations

B. Characteristics of International Banks and Banking Systems
V. International Trade Financing Methods

A. Open Account

B. Documentary Collection

C. Letter of Credit (L/C)

D. Banker’s Acceptance (BA)

E. Trade Acceptance

F. Other Trade Payment Methods

CHAPTER 16: GLOBAL TREASURY ORGANIZATION AND LIQUIDITY MGNT [8 EXAM QUESTIONS|

l. Introduction
I. Global Treasury Management Organization

A. Centralized Versus Decentralized Control
B. Shared Service Center (SSC)
C. In-House Banking

[l Global Treasury Management Issues and Techniques

A. Credit and Accounts Receivable Management
B. Pooling
C. Overlay Structure
D. Bilateral and Multilateral Netting
E. Leading and Lagging
F. Reinvoicing
G. Internal Factoring
H. Multicurrency Accounts
l. Electronic Banking Services
V. Repatriation of Capital for Multinational Companies (MNCs)
A. Multinational Company Dividends
B. Management Fees
C. Transfer Pricing
D. Intracompany Loans
V. Other Considerations for Global Companies
A. Export Financing and Credit Guarantees
B. Offshore Financing and Capital Markets
C. Tax Considerations and the Foreign Tax Credit (FTC)
D Implementing Global Treasury Operations and Projects

10



PART SEVEN: OTHER AREAS OF TREASURY MANAGEMENT

CHAPTER 17: FINANCIAL RISK MANAGEMENT 19 EXAM QUESTIONS|

Introduction
Overview of Financial Risk Management

A. Risk Management Process

B. The Risk Profile

C. Hedging, Speculation and Arbitrage

D. The Benefits of Financial Risk Management

Interest Rate Exposure

V. Foreign Exchange (FX) Exposure
A. Types of FX Exposures
B. Currency Derivatives Used to Hedge FX Exposure
V. Commodity Price Exposure
VI. Derivative Instruments Used as Risk Management Tools
A. Forwards
B. Futures
C. Swaps
D. Options
VIL. Accounting and Tax Issues
A. Accounting Issues
B. Tax Issues Related to Hedging
CHAPTER 18: OPERATIONAL AND INSURANCE RISK MANAGEMENT I8 EXAM QUESTIONS]|
l. Introduction
I. Operational Risk Management
A. Internal Operational Risks
B. External Operational Risks
C. Fundamental Factors for Operational Risk Management Strategy
[l Responsibilities of the Treasury Area in Operational Risk Management
V. Loss Control Techniques
A. Safety
B. Exposure Avoidance
C. Limiting Contractual Acceptance of Risk
D. Combination of Exposures
E. Separation of Exposures
V. Insurance Risk Management Process
A. Identify Manageable Risks

B Methods of Identification
C. Measure Potential Losses and Financial Impact
D Consider Available Control and Financing Techniques

11



E. Select Most Appropriate Techniques

F. Monitor Results
VL. Insurance Risk Management
A. Types of Losses
B. Basic Types of Business Insurance
C. Other Concerns in Insurance Programs
D. Insurance Risk Management Services
VII. Risk Financing Techniques
A. Risk Retention
B. Risk Transfer
VIII. Disaster Recovery and Business Continuity
A. Developing an Effective Treasury Disaster Recovery Plan
B. Implementing a Disaster Recovery Plan
C. Making the Plan Work
CHAPTER 19: CORPORATE GOVERNANCE AND ETHICS [7 EXAM QUESTIONS|

l. Introduction
Il. Corporate Governance

A. The Issue of Corporate Governance

B. Role of Independent Directors

C. Independent Auditors and Financial Reporting
[l Sarbanes-Oxley (SOX)

A. Subcertification

B. Role of Financial Professionals

C. Section 404 Compliance

D. Key Controls and Control Activities Within a Treasury Department
V. Ethics

A. Code of Conduct for Treasury

B. Treasury Policies and Procedures (P&Ps)

C. Training Sessions in Corporate Treasury Ethics

D. Areas of Particular Concern
V. Shareholder Rights

Appendix 19.1-AFP Standards of Ethical Conduct
Appendix 19.2-Sarbanes-Oxley Requirements and Sanctions

CHAPTER 20: RETIREMENT FUND MANAGEMENT 5 EXAM QUESTIONS|

l. Introduction
Il. Retirement Plan Formats
A. Types of Retirement Plans
B. Risks Borne by Plan Participants

12



C. Risks to the Employer Under the Two Types of Plans
[l The Employee Retirement Income Security Act (ERISA) of 1974
ERISA Regulations
ERISA Fiduciary Responsibilities
Impact of ERISA on Corporate Governance
ERISA Reporting and Disclosure Requirements
ERISA Nondiscrimination Rule
ERISA Plan Termination
Characteristics and Uses of Hybrid Retirement Plans
V. Other Considerations in Pension Management
Participant-Directed Defined Contribution Plans
Establishing a Pension Committee
Managing Investment Managers
Understanding Tax Implications
Appointing a Custodian
Providing Education/Advice for Plan Participants

@GmmoOOo w2

nTmoow>

CHAPTER 21: RELATIONSHIP MANAGEMENT 5 EXAM QUESTIONS|

l. Introduction
Il. Financial Service Provider (FSP) Selection Process

A. Selection Criteria
B. Soliciting Information from FSPs
C. The Selection Decision
[l Monitoring Financial Institution Risk
V. Bank Relationship Management
A. Number of Bank Relationships
B. Bank Documentation
C. Performance Measurement and Evaluation
D. The CAMELS Rating System and Financial Institution Risk
E. Bank Compensation Practices
F. Fee Versus Balance Compensation
V. Account Analysis
A. Account Analysis Standards
B. Account Analysis Terminology
C. Account Analysis Calculations

Appendix 21.1-AFP List of RFP Service Areas
ANSWERS TO CHAPTER QUESTIONS

LIST OF ACRONYMS

LIST OF EXHIBITS BY CHAPTER
GLOSSARY TERMS

INDEX

13



