3 ASSOCIATION FOR

FINANCIAL
PROFESSIONALS

AFP TREASURY IN PRACTICE GUIDE

People Side of
Business Continuity

Underwritten by kyriba



https://www.kyriba.com/
http://www.AFPonline.org

0. (o |l o
r RPN T | N 5 g | T Il
CONTENTS

4 INTRODUCTION
5 TREASURY’S ROLE
8 SETTING PRIORITIES IN THE BCP

10 MANAGING THE PEOPLE SIDE OF BUSINESS
CONTINUITY

12 CONCLUSION: FOCUS ON PEOPLE

14 TAKEAWAYS

Copyright © 2022 by the Association for Financial Professionals (AFP)
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Kyriba is proud to be a continued supporter of AFP’s Treasury in Practice series, including this most
recent publication, The People Side of Business Continuity.

The COVID-19 pandemic put a renewed focus on business continuity planning (BCP). The Great
Resignation experienced over the past two years amplified the impact to BCP processes, where finance
organizations learned quickly that effective business continuity relied on a combination of people and
technology. One cannot live without the worth to deliver reliable plans.

What we have learned about business continuity planning is the following:

1. Clear goals for business continuity plans must be established. The pre-pandemic goals should be
revisited as the definition of business continuity events are now different. We likely never planned for
the entire team being out sick at the same time. Nor would we have expected to be working remotely
for months at a time.

2. Clarify roles and responsibilities. Treasury is not an island and is no longer siloed from other teams.
Team and data interdependencies must be built into business continuity plans to ensure that the
people executing BCP have what they need and can collaborate with whom they need in a business
continuity scenario. Further, business continuity planning must focus on the role more than the
individual. The person may change; the role does not.

3. Ensure efficient processes. Our teams need to be productive and efficient, which means that
automating processes is more important than ever to support effective business continuity planning.
The more manual work, the harder it is to execute BCP programs. Technology shifts work from
processing to analyzing, simplifying business continuity and offering the further benefit of making
those people more value-added - which has been proven to improve job retention. Technology
reduces risk, including for business continuity planning.

Kyriba is a proud sponsor of the AFP Treasury in Practice series. We emlbrace our role in helping treasury
and finance teams across the world become better informed and prepared for “next”. We hope this
guide helps your team increase the resilience of treasury business continuity planning by reducing the
risk of your processes breaking down due to the impacts of illness, resignation or disaster.

Best regards,

Bob Stark
Global Head of Market Strategy
Kyriba
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INTRODUCTION

At the beginning of the coronavirus pandemic,
business continuity plans were quickly tested, vetted,
refined and fully implemented. As the environment
continues to change, companies learn lessons and
adopt their business continuity plans. Much of the
focus has been on adapting processes to ensure
team members working remotely can continue
fulfilling treasury’s core tasks. Less attention has been
paid to managing the team members, with people

management coming to the fore as a result of the
“great resignation.” Treasury has not been immune
to the effects of millions leaving jobs, making the
people side of business continuity more important
than ever. This guide seeks to identify how treasury
professionals prioritize tasks to safeguard company
assets, and outlines strategies for dealing with the
great resignation in the changing employment
environment.
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TREASURY’S ROLE

The pandemic and various work-from-home
requirements had two key impacts on corporate
treasury departments. First, it required treasury
practitioners to prioritize and focus on the most
essential activities. Initially at least, this meant
concentrating on cash flow management in all its
guises. It was particularly acute for organizations that
saw their incoming cash dwindle to almost nothing,
or that needed to find ways to collect payments
received by check. But all companies needed to
ensure they had the ability to make payments to
core partners including employees and suppliers. The
focus on cash also required treasurers to have access
to data stored in ERP systems, treasury management
systems and spreadsheets in order to be able to
revise and update cash forecasts.

Second, it impacted the departmental working
environment. Departments had to establish
procedures that would allow treasury team members
to perform key tasks while working remotely. For
many organizations, this accelerated the process

of digitizing and digitalizing treasury workflows,

contracting a years-long transition from into a

few short weeks. As restrictions were lifted, some
organizations returned to the office, while others
continued to operate remotely, whether on a full- or
part-time basis.

The progress made to automate activities during
the pandemic was consolidated into standard
operating procedures. Treasury practitioners
recognized and valued the contribution automation
made to creating more efficient departments, as
treasurers continue to be under pressure to “do
more with less.” More particularly, the automation
of non-value adding, mundane processes helps the
department focus more on strategic projects, which
in turn supports employee retention by providing
greater job satisfaction, further reducing the risk of
employees leaving.

LESSONS LEARNED

Treasury practitioners have learned many valuable
lessons from the strict focus on cash during the
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pandemic. Many organizations have developed a
more detailed understanding of their cash flows and,
particularly, the reliability of incoming cash flows and
the flexibility of outgoing ones.

The lessons of remote working will be more mixed.
The automation and digitalization of processes

will have been reviewed and largely adopted as
standard practice. The effect of remote working on
the performance of the treasury team as a team

and on personnel development is more difficult to
assess, although there is widespread recognition that
working from home can present more challenges,
especially for newer, younger or less experienced
team members. Team members face a steep learning
curve when joining a new team anyway, particularly
with respect to becoming sufficiently proficient to
contribute to the business continuity plan, a process
made harder when working remotely. Part of the
post-pandemic process will be to review and update
company-wide and departmental business continuity
plans to ensure any identified gaps are covered for
future use.

REVIEWING BUSINESS CONTINUITY
PLANS

In an ideal world, each company has a clearly

defined business continuity plan. Regularly tested
and updated, the plan is ready to be put into

action whenever the need arises. In reality, while
most organizations do have business continuity
plans, major events, such as the recent pandemic,
can highlight one or more major gaps. The recent
pandemic is a case in point. Few business continuity
plans would have anticipated the full extent of the
impact of the pandemic; most would have provided a
framework from which to start to maintain operations.

When reviewing the effectiveness of the formal
business continuity plans alongside other contingency
arrangements, team leaders will want to incorporate
any lessons of the pandemic, partly to avoid the need
to reinvent processes should a similar event happen

in future. A review also serves to address any other
identified weaknesses, as no two crises are the same
or have the same impact.

As we move on from the pandemic, companies are
faced with another set of disruptive circumstances.
First, supply chains remain disrupted for a range of

N —_—— - -

Business continuity should
address both short-term
absence and permanent
departure to ensure the
treasury department can
continue to operate in
changing circumstances.

reasons including the ongoing lockdowns in China
and the impact of economic sanctions following

the Russian invasion of Ukraine. Second, the focus

of this guide, in what has been termed “the great
resignation,” individual employees have resigned from
their corporate positions, leaving some companies
with significant gaps in their staffing levels and,
consequently, vulnerabilities in their continuity plans.

FOCUS ON PEOPLE

Staff turnover is normal. Team members leave for

a range of reasons, from the desire to seek new
opportunities to retirement. Within more specialized
departments, including treasury, there may be a
degree of succession planning. That said, it can be
easy to overlook the importance of staffing in a
regular business continuity plan. The focus is often on
the “what, where and how” — what needs to be done,
how processes and procedures can be followed, and
fromm where will the decisions be made. The “who”

is more difficult to plan for, as each staff member

is an individual with particular and changing skills,
knowledge and experience, complicating the task of
ensuring the people side of the business continuity
plan is kept up to date.

While companies should have processes in place to
cover individual team member absences, whether
for vacation or illness, these are generally short-
term, deliberate solutions designed to ensure core
activities can be executed until they return. Business
continuity should address both short-term absence
and permanent departure to ensure the treasury
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department can continue to operate in changing
circumstances. Any staff departure also places an
extra burden on others to shoulder the load until

a replacement can be found. It has long been a
challenge for companies to recruit suitably qualified
treasury professionals. The “great resignation” has
simply emphasized the importance of people within
the business continuity plan.

Automation plays an important role in managing the
exposure to staff absence by eliminating a whole
host of labor-intensive, mundane processes. This also

allows many companies to manage their treasury
activity with a small or part-time treasury team. This
is fine until someone leaves unexpectedly, as the
contingency plan to cover the absence of individual
team members may be inadequate. For this reason,
focusing on people when reviewing both standard
operating procedures and the BCP will help to
manage staff absences, both by ensuring as much as
possible is automated and determining any remaining
tasks that need manual intervention or authorization
can be executed.

AUTOMATION ALSO PROVIDES BUSINESS CONTINUITY PROTECTION

The requirement to work from home
during the early stages of the pandemic
led companies to accelerate the adoption
of automation. The benefits of automation
remain broadly the same as before. It
requires the standardization of core
processes, which are then embedded as a
workflow within the technology solution.
The standardized workflow incorporates
clear controls that help to maintain the
required separation of duties and support
audit trails. In both cases, these are
enforced just as effectively during periods
of staff absence as during periods of
regular operation. Finally, the automation
of mundane operations releases treasury
professionals from those activities, allowing
them to devote more time to value-added
analyses and other strategic activities.

In turn, this may result in greater job
satisfaction, helping to support employee
retention.

While greater automation of these activities
can help to reduce the risk of disruption

to staffing, technology that automates
workflows still needs manual interventions

at certain points, such as to authorize or
release certain transactions. To minimize
problems due to staff absence or shortages,
workflow technology can incorporate the
provision of logins to the system to back-up
personnel, often from other departments.
The technology can support individual
authority limits reflecting these individuals’
specific expertise, ensuring that only
suitably qualified individuals are making key
decisions, while simultaneously enabling
treasury to continue to function.

Using technology in this way helps to
ensure the controls outlined above will
continue to apply, even during periods

of significant staff albsence. Without this
functionality and the ability to maintain a
separation of duties and an auditable trail,
opportunities for error or fraud exist that
are potentially catastrophic to financial
performance. Having inconsistent controls in
a business continuity environment leaves the
company more vulnerable to cybercriminals.
Automated processes help to protect
treasury teams, and the company, against
this outcome.
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SETTING PRIORITIES IN THE BCP

An organization tends to test and review its business
continuity plan regularly, as well as in the wake of
particularly disruptive events, with the purpose of
ensuring the plan remains relevant in the changing
market environment. While each organization likely
has a companywide business continuity plan, treasury
is responsible for setting and reviewing its own plan
to ensure it can continue to meet its own specific
objectives.

CRITICAL FUNCTIONS

The process of setting and reviewing the departmental
BCP starts by identifying the “what,” or the critical
functions that need to be prioritized. Start with the
prioritization of those tasks that, if not completed, will
have the largest impact on the company as a whole.
For example, making an interest payment on a loan
should be prioritized over obtaining an early payment
discount on a supplier payment.

* Drawing from lessons learned during the height of
the pandemic, we can identify the following critical
functions of treasury:

* Making critical payments such as loan repayments,
payroll and supplier payments to avoid a breach
of contract. It may be possible to negotiate, or
forewarn of, a delay in some payments, but it is
better to assume that may not be possible when
setting the plan.

* Collecting payments. Maintaining the flow of
incoming cash is important for any business. Being
able to do so in markets in which cash is paid on
delivery is critical.

* Ensuring the availability of sufficient liquid working
capital to fund outgoing cash and to meet any
shortfall in incoming cash. When developing
forecasts, access to data helps to minimize
uncertainty and improve accuracy.

* Investing any surplus cash safely. If companies
do have surplus cash, treasury may want to
place it with a secure counterparty in accessible
instruments. This could include recategorizing
“buckets” of cash as operational, meaning they are
invested in highly liquid instruments.

* lIdentifying risks and managing them appropriately.
A well-drafted risk management policy should not
need to be revised during stressful times. However,
as an example, pressures on cash flows may alter
the balance of existing natural hedges, so treasury
will need to be able to manage any resultant
exposures.

e Supporting the achievement of regulatory
compliance, such as the filing of timely tax records.

The focus is on achieving operational resilience with
more strategic activities, such as the implementation
of new processes, deprioritized.
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PROCEDURES

Having identified the critical functions, we turn our
attention to determining the how, where and who.
Many of these critical functions can be automated;
for example, a virtual account network can be used
to manage liquidity, and technology can be used to
identify and manage foreign exchange exposures.

Automation does not have to be a static solution. It
can be more dynamic, such as agreeing to pricing
spreads with banking partners in advance. Extending
the level of automation is an important first step
toward achieving resilience.

The treasury department (or finance department in
organizations without a separate treasury) should
have procedures identifying how all the various
activities are conducted. These documents will vary
in form. They may be in the form of a hard-copy
manual or a workflow process embedded in an ERP
system (with an appropriate backup in place). They
should identify the tasks to be done, how they are
to be performed, and, for those requiring manual
intervention, incorporate rules determining who
can initiate, approve and authorize transactions
such as payments, investments and foreign
exchange transactions. Although specific rules

will vary between organizations, it is best practice
for them to incorporate a strong segregation of
duties between initiation and approval/release, and
set transaction limits according to an individual’'s
experience and expertise.

The BCP will start from the principle that, wherever
possible, the department will continue to follow the
standard operating procedures. Standard procedures
can include alternative processes to be used in

the event of a particular failure. For example, they
may describe how to initiate a payment if the usual
electronic banking platform is not accessible.

Planning for absence

From a personnel perspective, operating procedures
should set out who will, and is able, to execute the
critical functions. Companies approach the personnel
side of operating procedures differently. Some
assign particular tasks to named individuals, and
replace the names when the individuals change roles
or leave the company; others assign tasks as part

of a job description. Irrespective of the approach

followed, it is important to recognize that cover

will be required when team members are absent.

For example, the procedures may say that a task
should be performed by the assistant treasurer in the
absence of the treasurer.

Managing absence is a key part of developing
departmental procedures. It should inform the
department’s annual leave policy, so that a
maximum number can be provided with authorized
leave on any particular day and/or limit which team
members can be out at the same time; for example,
the leave policy may state that the treasurer and the
assistant treasurer cannot be on authorized leave at
the same time.

* Absence will fit into one of the following categories:

* Temporary, planned absence, e.g., for vacation,
education, offsite meetings.

e Temporary, unplanned absence, e.g., for illness,
family matters.

* Permanent, planned departure, e.g., due to
retirement, or to move to a new position following
the contracted notice period.

* Permanent, unplanned departure, e.g., due to death.

From a business continuity perspective, each of these
circumstances needs to be planned for. In reality,
most organizations experience the top three types of
absences on a fairly regular basis. Short-term, planned
absences should be covered as part of the regular
operating procedures, with management starting
with a maximum number of team members permitted
annual leave at the same time. Companies should

also have contingency plans to cover illness for short
periods, even when other team members are off on
vacation. Difficulties will arise if co-located personnel
all catch a particular bug that requires a proportion of
them to be out at the same time.

The “great resignation” raises the risk of a significant
number of team members resigning at the same

time. A series of resignations at the same time would
represent a serious threat to treasury’s ability to
perform its key functions, most notably the loss of
(typically) experienced team members who may be
replaced by less experienced professionals — certainly
by individuals who lack understanding of the
company’s culture.
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MANAGING THE PEOPLE SIDE OF
BUSINESS CONTINUITY

A successful business continuity plan is developed
on the strength of a comprehensive set of treasury
policies and procedures.

STANDARD POLICIES AND
PROCEDURES

Companies have different approaches to their use of
treasury policies and procedures, although ideally all
will have a document (or series of documents) that
describe in detail all the activities within the treasury
department. Having an appropriate level of detail
serves a range of purposes.

¢ Manages operational risk. Setting out tasks in
detail helps to ensure an appropriate level of
checks and balances within each process. Treasury

as part of their assessment of departmental
actions.

Provides guidance to new team members.

Even experienced treasury practitioners have

to understand the nuances of working in an
established team as a new joiner. Detailed guidance
will help them, as well as internally promoted
colleagues, understand their responsibilities in any
process.

Supports interim management. If absence needs
to be covered by an interim manager or other
finance personnel, such as FP&A or controllers,

or outsourced to a third-party provider, detailed
procedures will help them understand and perform
tasks within the established policy set by the

management and other workflow management board.
systems can embed controls to automate these
checks. Anticipate absence

Procedures should also include plans for how
operations are managed when people are sick, on

¢ Provides an audit trail. Internal audit can check
actual procedures against the designed procedures
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leave, or out of contact. This is easier in larger
organizations where there may be a greater number
of appropriately qualified staff. Multinational
organizations with regional treasury centers

could transfer some authority between centers if
necessary.

Matrix of authorities

One solution is to build a matrix of authorities that
sets out, either by role or by named individual,
approval limits across the full range of treasury
transaction activities. To cover absence, the matrix
may also include non-team members (e.g., members
of the accounting team) with appropriate expertise.

Reduce reliance on specific individuals

When reviewing department resilience, one aim
should be to try to reduce reliance on specific
individuals. An activity should always be designed
in a way that, if one person leaves, someone

else knows how to perform it. Keep in mind that
changing long-established practices, even to adopt
best practices, may require careful personnel
management.

Standardizing processes across an organization
will help others step in to cover absences and
vacancies. This can be particularly valuable in
organizations with multiple treasury and/or
finance offices. The automation and digitalization
of standard tasks reduces reliance on manual
intervention generally.

Treasury departments usually have various
process diagrams from previous technology
implementations that visually represent existing
processes, e.g., to manage the initiation and
release of different types of payment. These can
help provide an accurate visual to accompany the
written instructions.

Test different scenarios

Scenario testing is an important tool in developing a
business continuity plan. Regarding staffing, it can
help to identify specific weaknesses should certain
individuals, or combination of individuals, leave or

be otherwise absent. When scenario testing, focus
on ensuring priority treasury activities (as identified
above) can be performed by suitably qualified
individuals.

Identify possible solutions

Scenario testing can be used to determine where
the department lacks depth within its overall skill
base. In the long term, any gaps or lack of cover
can be managed by providing training for team
members or to members of other departments.

There may also be a need to set contingency plans
to provide cover, either until appropriate training
can be provided or until appropriately qualified
people can be recruited to fill the gap.

These contingency plans may include one or more
of the following:

* Prioritize core activities by reducing staffing
for other activities. This might be possible if
the department has seconded individuals to a
specific project that could be paused.

¢ Outsource specified activities to a third-party
manager. For example, cash management can
be outsourced to a money market fund manager
and financial risk management to a specialist
consultant. Outsourcing allows team members
usually allocated to that task to be transferred
to retained activities. Outsourcing is easier if a
contract is already in place and the company
has communicated clear policies and procedures
to the chosen outsource partner in advance. In
some cases, it may be as simple as deepening
an existing arrangement, such as by placing a
larger proportion of cash with a money market
fund. Whenever activities are outsourced, the
company should perform due diligence on the
outsourcer and then constantly monitor and
verify the outsourcer’s actions as part of prudent
risk management.

e Appoint an interim treasury professional. Again,
having clear operating procedures will help an
interim professional perform the required tasks
with minimal disruption to the team.
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CONCLUSION: FOCUS ON PEOPLE

It is important to expect some staff turnover; people
will leave for a variety of reasons, from the offer of a
new career to a host of family issues. Some turnover
is healthy. New joiners bring fresh ideas and provide
the opportunity to change working practices without
too much stress; it is generally easier to ask someone
new to adopt a new process than to persuade existing
partners to change established habits. Turnover also
opens up opportunities for internal promotion.

However, companies will want to try to avoid mass
resignations. Such a situation may indicate a problem
with departmental or company culture, which can
also make recruiting more difficult. Developing a
strong culture of support is critical in both fostering
best practices and minimizing the operational risks
associated with a lack of personnel.

A number of actions will help including:

Upskilling. Work with HR to manage each team
member’s training and development. Give people
access to formal training opportunities (e.g., to
achieve and then maintain a CTP qualification). Try to
give team members experience performing a more
senior role, initially perhaps to act as cover for an
absence.

Consider distributing strategic tasks to team
members as part of their career development.
Participating in tasks ranging from M&A activity to
partnering with FP&A to improve a process or model,
and to supporting special projects on behalf of the
CFO’s office will all help develop an individual’s skills
and understanding of treasury’s role within the wider
business. Automating mundane activities allows
team members to devote more time to strategic and
value-added activities.

Know the team. Review each team member’s skills,
knowledge and experience on a regular basis, and
map them against the team’s overall skill, knowledge
and experience requirements.

Recognize the importance of challenges. As people
progress, they will have benefited from training and
enhanced their experience. In turn, this often feeds
their ambition. Identify whether those ambitions can
be met within the company. If not, anticipate that
some team members may leave, so consider how they
will be replaced.

Individuals are different, and they change. New
joiners, especially at the operational level, may not be
as experienced as the people they replace. Initially,
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they may require a lot of support, the nature of Focusing on people is always important — critically
which should change as they learn the role. so since the beginning of the pandemic. Good
personnel management may not prevent all
resignations, but it should give managers a

better understanding of likely leavers, enabling
preparations to be made.

Consider how best to build a team culture. This
is perhaps the biggest challenge in the wake of
the pandemic, especially in organizations that still
permit or require remote working.

COMMENT: LOOK AFTER YOUR PEOPLE

A survey by The Treasury Recruitment Company suggests it is a lack of career progression, a
feeling that an individual’s achievements aren’t recognized and, more generally, having a “poor”
manager that feature most when treasury team members are unhappy in their roles. And by the
time team members have reached this point, they are probably looking for a new job.

As a treasury recruiter who speaks to treasury professionals about their jobs all the time, Mike
Richards, founder of The Treasury Recruitment Company, has this advice for treasurers and team
leaders who want to retain their people: “Put yourselves in your team members’ shoes. Sit down
with the junior members on your team and talk to them about their jobs. Do they find the work
sufficiently challenging? Ask them about training and other ways you can support their careers.”

For Richards, engaging with the team should be part of a manager’s regular tasks. “Is talking to
your treasury analysts on your weekly checklist of tasks?” If not, he suggests people might leave
and “you need good people to operate your treasury department.”
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TAKEAWAYS

Business continuity plans are important tools that
help ensure organizations — and their treasury
departments — can continue to function when
existing operational processes are disrupted. In the
case of the pandemic, most organizations looked to
their business continuity plans to determine how to
operate when staff was required to work from home.
One of the dangers in any business continuity plan is
that of overlooking the importance of the people.

Looking after people is critical to business continuity,
and there are some steps management can take to
help minimize the risk of disruption from albsences or
resignations. These include:

¢ Anticipate absence in standard operating
procedures. People are always away, whether
for annual leave, illness or for family reasons. All
procedures should include contingency plans to
cover absences.

¢ Reduce reliance on specific individuals. Have a
matrix of authorities so that no activity is reliant
on a single individual. Standardize and automate
where possible. Have clear written procedures that
interim or seconded staff can follow easily, with
supporting process diagrams if possible.

¢ Perform scenario testing. Ask what would happen
if a specific individual was out, and if a number of
individuals were out.

¢ Identify possible solutions. Prioritize critical
tasks and determine who will perform them in
the different scenarios. Automate these and other
activities wherever possible to reduce reliance on
manual intervention.

¢ Focus on people. Recognize that supporting,
mentoring and upskilling staff is the best way to
foster best practices, build a strong team culture
and minimize the risk of mass resignations.
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corporate treasury and finance. Learn more at www.AFPonline.org
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Bethesda, MD 20814
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Transform Treasury with the
World’'s Leading Platform to See,
Protect, Move, and Grow
Enterprise Liquidity
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Kyriba enables CFOs and Treasurers to maximize
growth, protect against loss from fraud and financial
risk, and improve business continuity through
advanced automation.

With over 2,000 clients worldwide, Kyriba delivers

a secure and scalable SaaSs platform to transform
financial processes, unify data, and connect to the
largest global network of banks, ERPs, and apps.
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PAYMENTS

Learn more about

how you can transform
your business with
Enterprise Liquidity.

treasury@kyriba.com

www.kyriba.com




