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I Objectives of the Paper I

Contribute to the PEMPAL knowledge bank and provide Treasury practitioners with specific details
on the Emerging Role of Treasuries in PEMPAL countries

Inform discussions on the future of the Treasury COP and PEMPAL beyond the period of its

current strategy

Activities to Date

Draft paper prepared in

Survey and Reportin 2016
2024-2025 - which this

presentation will

and Survey 2022/2023
(with expanded coverage in
the second survey)

summarize




Summarizing Survey Results:

Treasury Functions in PEMPAL Countries

Authorization and processing of payments | I 1 8
Management of govt bank accounts (TSA and other) | I 18
Budget execution reporting | I 1/
Cash forecasting | I 16
Consolidated financial reporting | I 1 6
Cash management | I 15

Management of the treasury information system I 12

Training and education NGNS S

Public sector accounting policy and methodology I /
IT support I /
Debt management I 5
Management of the whole central FMIS I 4

Management of other government IS 1IN 2

Source: 2022/23 Functions Survey.
Number of countries (out of 18).



I Evolution of the Role and Responsibilities of the Treasury: I
Matrix Developed for the Paper

E
1. Payment
Authorization &
Processing, Treasury
Controls

Early Days

Trends/Reforms

. Digitalization as
¢ a key facilitator

Future Prospects
3. Budget and

Financial
Reporting

Learning Needs
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Authorization and Processing Payments: History
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This was the main role / primary function for which treasuries

were initially established: staff primarily focused in this area

‘Gatekeeper’ role

O centralized authorization process for all payments,

O semi-automated processing - limited number of clients
treasury can have direct relationship with (hierarchy in
processing & controls) centrally

O Thisisthe reason why sub-treasuries were established —
to enable central controls over deconcentrated central
entities and subnational governments
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Authorization and Processing Payments: Trends

SUCCESS STORIES

Bl Green Corridor: Leveraging Technology
to Implement Risk-Based Approaches
in Payment Authorization &

=

Processing IS
Why Risk-Based Approach PEMPAL TCOP Work on
to Payment Authorigation Is Implementing Risk-Based

Important?

Green Corridor is now
common in several PEMPAL
countries

New value-added
functions emerging

Processing workload
reduction

Automation /

Digitalization
of Processes

Improved system-based
controls that allow a move
to arisk-based approach

Changing Relationship
with clients




2022 as a % of 2016
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I Trends in Treasury Staffing: Total Treasury Staff I

0
W

Montenegro Hungary Albania Croatia Georgia Serbia Tajikistan Belarus Kyrgyz Azerbaijan  Armenia Kazakhstan Moldova
Republic

In most countries, treasuries have reduced staffing. The exceptions: in Montenegro the increase
results from its small base while in Hungary the change is explained by additional functions of the

Pension and Rural Funds managed by the Hungarian State Treasury.
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Significant Staff Resources Continue

: 8

Share of Treasury Staff at the Subnational Level, 2022
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96,2% 95,2% 92,8% 92,8% 87,4% 86,8% 86,7% 85,7%

80,0% 75,4% 72.3%
I I I I I I I I I I 1

Romania Belarus Uzbekistan Kazakhstan Kyrgyz Tajikistan Azerbaijan Albania Hungary  Moldova Serbia North
Republic Macedonia

>4

.
In the national treasuries that have regional offices, staff are concentrated at the subnational
level.

\

Six PEMPAL countries (Armenia, Croatia, Georgia, Kosovo, Montenegro, and Tuirkiye) do not
have treasury offices at the subnational level.

N
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I = Authorization and Processing Payments: Future

" Devolution of responsibility especially where implementation of results-based

rStrengthening and streamlining of controls through interoperability of information
| systems

~=7 | managementis progressing
—_
T

Integration of lower-level SUs as direct treasury clients (higher transparency,
o | capturing data at the transaction level

p
@ Development of risk-based approaches, using emerging technologies
D_

O——0 | Treasuries which have not downsized: elimination of the regional offices might follow
O— -




I % Bank Account, Cash Management and Forecasting: History I

TSAs established in most places simultaneously or soon after the treasury establishment

Management of a core TSA and other bank accounts was also the core / main function of the
| treasury from the outset

However, cash consolidation was mixed with EBF and other money frequently outside TSA

Client role in the national payment system usually serviced by the central bank

Cash planning rather than forecasting




I % Bank Account, Cash Management and Forecasting: Trends
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Expansion in TSA coverage and consolidation of cash under 7 \N\—=
\‘ N ,\:‘;’}/J‘, ««eff‘%
| treasury control ) N\ /
. . ; ; . \ PEM@PAL
Direct participant in the national settlement system, acquiring SUCCESS STORIES
Lsome banklng funCtlonS y Il Extending the Treasury Single
Account and Using Idle Cash Balances
for the Public Good NG
[Active Cash Management - specialized skills become essential ] e i
( . . . .
Closer coordination with Central Banks - need to define the roles —
and coordination mechanisms ) EEmem e
Practice (TCOP) As demonstrated by TCOP member surveys,
Clarification of the roles and develop coordination mechanisms S
| with debt management ) Most countries have

expanded TSA in recent years
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I % Bank Account, Cash Management and Forecasting: Future

It may become THE
MAIN function for at
least some of the
treasuries

Optimization of TSA
boundaries

Treasury to become a
service provider rather
than controller

TSA funds will become
truly fungible

Better use of bottom-up
approaches to forecasting -
informed by integration with e-
procurement, e-invoices
systems, and application of
emerging technologies (data
analytics, Al)

More countries to engage in

active cash management -

further development of the

instruments for borrowing
and investment




, Budget and Financial Reporting: History
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Budget execution reporting was a core function of the treasuries from the very beginning

Typically, this was focused on the “ ” -the end of year report against the approved
_budget. This “book” was prepared well after the end of year and formally bound and issued

Over time reporting has become more focused on timeliness rather than just the formal end of
year process with quarterly and monthly reporting becoming more common

Financial reporting was less uniform

The responsibility for accounting and ) Consolidation of financial ) (Initial financial reports were not in
financial reporting methodology was reports was at best a semi- accordance with IPSAS although
frequently assigned to the MOF, rather automated process they had elements of accruals
thanT

% an Treasury y \ y \ y




Design of budget
classification/charts of accounts
was the necessary precondition

for FMIS implementation -
Treasury played a key role

Major public sector accounting
reforms involving transition to
IPSAS/accruals were initiated in
many countries

Reporting

Separate solutions were
introduced to automate and
consolidate financial reports in
some countries - not always
managed by the Treasury

Introduction of FMIS automated
budget reporting, but production
of financial reports remained
outside FMIS in many countries

Budget and Financial Reporting: Trends
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Use of more sophisticated tools
for user defined reporting is
becoming more common!
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Full integration of BC and
CoAin a UCoA (in many
places these remain parallel
structures linked through
bridging tables, etc.)

Further improvement of
treasury data transparency,
broader use of treasury data
by decision-makers outside

MoF, researchers, etc

ﬂf Budget and Financial Reporting: Future

Cross cutting reporting for
example for gender and climate
evolving as important new
areas. These more
sophisticated demands will
continue to grow

Real-time PFM data
accessible for
management decisions

Integrating IT solutions
for accounting and
reporting with IFMIS

Expanded coverage of
IPSAS/GFSM 2014
reporting including full
Accrual




Broader Management Trends I

O Enhanced Digitization including use of Al and Bl tools
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O This will see the enhanced use of IT extending coverage of systems and interoperability

across the PFM framework

O The focus will continue to evolve to ensure integrity over government resources and
improving analytics and the timeliness of financial and performance information. Bl and
Al will become more integrated

0 The questionis whether Treasury will lead or be part of broader reform in MoF — Both
approaches exist in the current PEMPAL family

@%D Internal Controls and Risk Management - Treasury may have a core role, for the broader
PFM framework or its existing area of management

— O Performance Management - shifting the focus from just compliance to determine whether
v — what we do supports government’s objectives. This goes hand-in-hand with an enhanced
focus on control and risk

S
I




I A Digital Evolution : Next Step Revolution I

Process Automation Phase - Digital Evolution Digitization - Revolution
1990s 2000s 2010s 2020s

|[FMIS —more
sophisticated -
used for

Systems
advanced

Implementation Extended to Budget Entities
of Central Regional Direct Access-

reporting,
analyse, active

systems- FMIS Treasuries - IFMIS
cash

FMIS expanded

management
and forecasting

Manual Forms Manual Forms Electronic forms - Portals, use of Bl
submitted submitted either direct and Al, data
centrally by regionally by access or via third warehouse/data

Ministries spending units party software lake
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organizational change

information systems’ interoperability

risk management
results based management

* operation of liquidity committees
* design of cash buffers

» cash forecasting a comprehensive
function/practice

* use of active cash management instruments for
borrowing and investment

|i!i Reporting

* UCoA design including integration of cash and
accrual

* use of data analytics (Bl, DWH, eventually advanced
analytics) to support decision-making

* integrating financial & performance data in reporting

* integrating IT solutions for accounting and reporting
with IFMIS

* Public Sector Accounting Reform

* information systems’ interoperability

* use of data analytics (Bl, DWH, eventually
advanced analytics) to support decision-making

* integrating IT solutions for accounting and
reporting with IFMIS




Summary

The role of PEMPAL treasuries in relation to payment processing has or is changing with a focus on
how automation and digitization can improve operations, particularly in relation to payment
processing and revenue collection. ltis likely that this centralized role will disappear or reduce over
time.

There is a trend to move from a traditional cash planning role to active cash management and
forecasting

PEMPAL countries are trending towards more sophisticated reporting capabilities, including
compliance with IPSAS and GFSM2014 and cross cutting reporting requirements

Modernization and digitization have seen risk management and internal control emerging as areas
of responsibility for Treasury in some countries. Treasury has a central role to guide and monitor
agencies, while also managing its own processes. Performance measurement and reporting are
emerging areas of focus




THANK YOU!
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