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and pay signi�cant premiums to do so,  
is making it harder and more expensive 
for IOCs to compete for these assets. 
�e list of NOCs owning oil and gas �elds 
in other countries is a long one. It includes 
CNOOC (China National O�shore Oil 
Corporation), CNPC (China National Pe-
troleum Corporation), ONGC (India’s Oil 
and Natural Gas Corporation), PDVSA 

(Petróleos de Venezuela SA), Petrobras 
(Brazil), Petronas (Malaysia), and Statoil 
(Norway).

With so much money being channelled 
into this scramble for assets, companies 
are depleting their balance sheets and 
stretching their credit lines. Treasurers 
in both types of companies, but especially 
in IOCs, are therefore under pressure to 
operate as e�ciently as possible, to ensure 
they are making use of all available cash, 
and to use supplier �nance and export 
agency �nance where appropriate.

The solutions
�ose are the pressures facing treasur-
ers in energy companies. How should 
they deal with them? �e solutions fall  
into �ve broad categories. In each case, 
the company’s bankers have a role to play. 

�e �rst solution is to optimise visibility 
and control over global cash. Companies 
frequently have cash distributed across 
many countries, and across many banks 
and accounts, with a consequent loss of 
visibility and cash �ow leakage. To remedy 
this, the treasury department should work 
with its bank to take a number of steps, 
including some or all of the following:

■�Q Set up a web-based system to allow 
global visibility of cash balances and 
real-time balance sheet management  

■�Q Initiate end-to-end processes for 
collections, payables and investments 
to increase the velocity of cash �ow 
and the ability to net surpluses and 
de�cits across regions  

■�Q Deploy tools to bring all countries 
within a global cash structure, 
including target balancing and 
notional pooling appropriate for each 
country  

■�Q Use integrated trapped-cash solutions 
to optimise liquidity and cash returns 
in regulated markets  

■�Q Use e�cient follow-and against-the-
sun sweeps to reduce the need for 
local cash build-up  

■�Q Consider investment options that 
mitigate counterparty risk and 
facilitate optimisation of investment 
return against risk.

A second solution is to enhance opera-
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tional e�ciency and productivity. Manual 
intervention, spreadsheets and diverse 
processes in di�erent regions oŒen in-
hibit straight-through processing, result-
ing in longer processing cycles, increased 
settlement risk and higher operating 
costs. Steps should therefore be taken to 
streamline key �nancial processes; this 
can include expanding the scope of shared 
service centres, rationalising banking rela-
tionships and using cross-border payment 
solutions to make foreign currency pay-
ments without the need to maintain local 
currency accounts. 

Another solution is to extract liquidity 
from the �nancial supply chain. Enhanc-
ing the order-to-cash and purchase-to-pay 
cycles delivers substantial improvements 
in working capital and considerable cost-
savings. 

Receivables are oŒen the largestasset 
on a company’s balance sheet, so there 
can be considerable value in speeding 
up collections and reducing days sales 
outstanding (DSO) by automating re-
ceivables processing with solutions 
such as electronic invoice presentment  
and payment. 

Making payments e�ciently, cost-e�ec-
tively and securely is pivotal to every well-
managed �nance function. Manual pay-
ments processing should be replaced by 
automated methods, and if days purchases 
outstanding (DPO) can be extended with-
out compromising supplier relationships, 
it should be attempted. 

Trade �nance, in its many forms, is 
a fourth solution. Supplier �nance can  
be used to pay suppliers in a timely fash-
ion, perhaps even earlier than usual, yet  
at the same time allow energy compa-
nies to extend their DPO; export agency 
�nance diversi�es funding sources and 
preserves bank lines, because the agen-
cy-guaranteed part of a loan (typically 
between ��� and ���) does not count 
against bank credit; and project �nance 
allows energy companies to match �nanc-
ing payments with the revenues generated 
by a project. 

Finally, next-generation banking plat-
forms should be put to work to improve 
operational e�ciency and produce tangi-
ble cost savings. �e best global banks can 

provide electronic bank account manage-
ment (eBAM) that allows corporate clients 
to manage hundreds of accounts around 
the world.

Opening, maintaining and closing 
accounts is a significant administra-
tive overhead and closely scrutinised by  
auditors. eBAM allows treasurers to stand-
ardise and simplify processes globally  
and improve controls. eBAM is also  
being developed to incorporate electronic 
documents and automated bank account 
action messaging, signed with digital cer-
ti�cates.

Working in partnership 
As the global economy recovers in ����, 
energy companies in the Middle East are 
gearing up for better times and a rebound 
in demand. �is will create pressure in a 
number of areas, especially in relation to 
capital expenditure, joint ventures, merg-
ers and acquisitions, and competition for 
hydrocarbon assets – pressure that corpo-
rate treasurers can help relieve by improv-
ing the e�ciency of their operations and 
enhancing working capital. In setting out 
to achieve these goals, treasurers will not 
be working alone. �ey will be enlisting 
the services of their bankers to deploy 
solutions that work to best e�ect and drive 
operational excellence. n
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