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Treasury Management

For non-banking business, the terms

Treasury Management and Cash Management

are sometimes used interchangeably, while, in
fact, the scope of treasury management is larger
(and includes funding and investment activities).
In general, a company’s treasury operation is
responsible for balancing and managing the
daily cash flow and liquidity of funds within the

business. Liquidity of a business is important

for survival and growth. Beside working

capital management, the department may need

exchange, and other financial instruments.

Cash and bank balances should be kept to

a minimum, as they usually earn nothing for

the company, but care must be taken to ensure

that activities are not restricted through a
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2 MSEELE: RAOE + LASE

shortage of ready cash to pay employees and = RAt&EH, IATHLK. KB
creditors. Finance must obviously be set aside = R FTH K LLELIZARL, ™
to meet taxation liabilities, pay dividends and WY Ve T EIEES )
invest in capital expenditure. However, until AR IERBENE PR T A KK
such payments become due, the cash may be h#H, FLERBFTHUTL
profitably invested in short-term investments. FFF Ko

Cash management usually involves the

following issues.

(1) The preparation and use of cash (1) AL AENH R A

budgets A,
(2) The management of short-term cash (2) BT/ FTETE,
investments
(3) The management of overdrafts and (3) #HXBAATRHIA T,
bank loans
(4 ) The use of cash management models (4) ALEEZHA AL,
(5) Evaluating whether to use a centralized (5) #ERTETRiZAEILE
treasury department P RREEHFANR,
Notes
> treasury EE, &, AE > profitability &FI &5
> liquidity ftzhiE » short-term investment 58 #A#% %
» financial instrument €T A » preparation £&, W&, KE (]
» kept to a minimum RiFREE, ol
RisR/E » overdraft 3%, EXH

v

ready cash &, MK

FR2 RITRGFADR

Bank Reconciliation

Cash book, the cash book of a business N BAAEE



is the record of how much cash the business

believes that it has in the bank. In theory,

the entries appearing on a business’s bank

statement should be exactly the same as those

in the cash book. The balance shown by the
bank statement should be the same as the

cash book balance on the same date. But in

exactly the same as your own figure.

Why might you own estimate of your

bank balance be different from the amount

show on your bank statement? There may be

various reasons, but can be summarized into

three categories.

(1) Error, errors in calculation, or

recording incomes and payments, are more

likely to have been made by you than by the

bank, but it is conceivable that the bank has

made mistakes too.

(2 ) Omissions, some incomes or spending

are not recorded in the cash book. Such as
bank charges or bank interest. The bank might
deduct charges for interest on an overdraft or
for its services, which you are not informed
about until you receive the bank statement.

(3 ) Time difference, such as unpresented
cheques, you might have made some payments
by cheque, and reduced the balance in your cash
book, but the payee, who receives the cheques

might not bank it for a while. Even when it is
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4 WMHBEBLME: RAIOE + TASHE

banked, it takes a day or two for the banks to
process it and for the money to be deducted

from your account.

A bank reconciliation is a comparison

of a bank statement with the cash book.

Differences between the balance on the bank

statement and the balance in the cash book

will be errors or timing differences, and they

should be identified and explained.

Notes

» reconciliation #f#; E#0; AT
> rarely R4, #E, R

» figure HF

> various HMEHE; FEK, 7

[
category Mz, 493
» conceivable FTBERY, AL &

v
N W, oW VYRV

T3 SAEEE

Petty Cash Management

Petty cash, is a small amount of cash

available to a business for making change and
for small purchases or payments, needs to be

managed in the same way as other assets of

your business. When a business set up petty

cash, there is a need setting up petty cash

B — B R B R AR AT R AT
BN, REF S MARHRITI
Lk, MARAT R A Ao R R

TiLE,
BRAT R B T R RARAT

 HEEERARE T, B
XM EMARAERE RN
B EF, LRI R
- BEE,

B, AT

omission B2, i#i&

time difference B} ia £ %
unpresented FIRHE; KEiEH
process 4bIE

identify 8%, iR%I, &H
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R EVEES ST TR P
EEIAR L AT —
H, EELEFE, RELYL
 REITERL, hBEELE
 RAEEAE, SLLEER
 AFETRERAAR, BFH

management system keeping track of petty



cash. Petty cash management system may

some common questions to be addressed.

(1) How much money is needed for a :

petty cash fund ?

(2) Who has access and responsibility

for the petty cash?
(3 ) How should petty cash transactions

be recorded?

replenished?

(5) What can petty cash fund be used
- Hae

for?

(6) How to deal with theft from the

petty cash fund?

It is the responsibility of finance to set

up policies for use of petty cash, to monitor

petty cash transactions, and to make sure that

employees are using petty cash responsibly.

T4 SHEE

Credit Management

Ideally the business would want to obtain

cash with each order delivered, but that is
impossible in non-retail industry unless
substantial settlement discounts are offered
as an inducement. It must be recognized
that credit terms are part of the business’s

marketing policy. If the trade or industry

A FEUATILARA,

vary from business to business. There are

(1) dAFLZVERAL?

(2) AL XEE R

%-&?iﬁﬁﬁﬁ

(3) &#RenERAEiZE

MR
(4) When should petty cash fund be

(4) HartEA L ERAEL?

(5) &Aetik AREZ

(6) HefTErib& Mk E?

HIEMEFRH A&

RERATEE, BEEALE
RAFRRILR TSR
R, RELMEAR BT

BEXHHUALRARE

B, RRARSHEETEL
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has adopted a common practice, then it is
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probably wise to keep in step with it.

A lenient credit policy may well attract :

additional customers, but at a disproportionate

increase in cost. The optimum level of trade

credit extended represents a balance between
two factors: profit improvement from sales

obtained by allowing credit, and the cost of

credit allowed. Managing the credit sales

properly implemented.

A credit policy need to establish normal
periods of credit and individual credit limits,

to develop a system which will control the

reporting procedures which will monitor the °

efficiency of the system. No matter how well
the credit policy is, it needs to be properly

implemented and continually monitored.

BEEXE1 WHSAETE

Scenario 1 Daily Job of Accounting Specialist

A: Good morning. I have some documents here

need your signature, do you have 10 minutes

now or you want me come back later?

B: Let’s do it now.

A: OK. First of all, here is a request to open a
bank account in Shenzhen.

B: Do we have to open a bank account down

there? We do not have any accounting staff

in that city, and will have to make extra

efforts to manage it.

[oo]

TAN G415 SR B R A A

TR EBHES, LT
 RREL, R, BEKEL
R TH L ERRER
ke ESA A A A AR A 5
R A EMEEREL, F

#AZ A BOR R B R A L 6 IR 4K

.

requires a credit policy to be established,

ERBREZZR LR
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implementation of credit policy, to prescribe

LRAE, AR ABREITE
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A: This is requested by the new Shenzhen

branch manager. They want to have a cash

account,

: I am not going to approve this request. I
know we have established a branch office
there. But all payments can be made
from our headquarters, and they won’t be
authorized to keep any petty cash. Why

waste our time and resources to open and

maintain a dormant account?

: Next is a request to appoint a new signatory
to our bank accounts because John, one of

the signatories, has resigned and will leave

the company soon.

: Sure! We must make the appointment as

soon as possible.

: Next is a check payment request for the

office furniture as they require cash on

delivery.

: I believe you made a mistake here on the
check. Please write a new one, and keep
the voided check on file for auditing. Make
sure that you update your check register

and verify our bank balance to avoid any

overdraft.

: OK. The rest are routine weekly payment
requests, one for payroll, one for employee
social benefits, one for tax payment, and a
batch of employee reimbursements. They

are all in line with company regulation,
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