INTERNATIONAL TRADE AND FINANCE MASTERCLASS - PART 29: GLOBAL CASH MANAGEMENT AND TREASURY ARCHITIE

PART 29 OF 25 - DEEP DIVE SERIES — PARTS 26 TO 30

GLOBAL CASH MANAGEMENT AND TREASURY
ARCHITECTURE — THE COMPLETE BUILD

A deep-dive companion to Parts 14 and 19. Building and running a world-class global treasury function is
one of the highest-value investments a CFO can make. This part covers organizational design, pooling
structures, in-house banking, payment factories, banking panel management, and the financial ROI at
every stage.

IN THIS PART CASE STUDIES
e Treasury organizational design — financial ROI at each Each part includes fully worked case studies with detailed
stage calculations, real-world context, and practical lessons for

CFOs and finance leaders.
e Notional pooling — legal, tax, and transfer pricing depth

e Zero-balance pooling — mechanics and intercompany
implications

e The in-house bank — complete implementation guide
e Payment factory design and the technology architecture

e Banking panel management — the annual review that saves
millions

mm BUILDING ON PARTS 14 AND 19

Why Treasury Architecture Creates or Destroys Value

Parts 14 and 19 of this program introduced global cash management and the CFO's global financial playbook at a
conceptual level. If you have not read those parts, begin there. This deep dive takes you through the practical build —
the decisions, the implementation steps, the legal and tax considerations, and the financial ROI that justify the

investment in a properly designed global treasury architecture.

Treasury architecture matters financially in ways that are largely invisible to everyone in the organization except the
CFO. A well-designed global treasury function — centralized cash visibility, competitive FX execution, efficient

intercompany funding, and a managed banking panel — typically saves between fifty and one hundred and fifty basis
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points annually on the company's total financial flows compared to a fragmented decentralized treasury. On a
company with five hundred million dollars of annual international cash flows, one hundred basis points is five million
dollars per year. This saving recurs every year, requires no capital investment approval, generates no press release,
and appears nowhere in the operating budget — yet it creates more value over five years than many strategic

acquisitions.

The Treasury Organizational Design Decision

The most important treasury architecture decision a CFO makes is how to organize the function. This decision should
be driven by the financial return available at each stage of centralization, not by historical practice or organizational

inertia. The following framework shows the financial case for each model.
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0 TREASURY CENTRALI ZATI ON —RO AT EACH STAGE

TREASURY CENTRALI ZATI ON —FI NANCI AL RO AT EACH STAGE

STAGE 1: BI LATERAL BANKI NG (1-4 countries, $0-100M fl ows)
Annual FX cost (0.75% spread on $50M: $375, 000

Bank fees: $85,000 | Idle cash cost: $180, 000

Total annual treasury inefficiency cost: $640, 000

Appropriate: too early to centralize; set up single relationship

STAGE 2: REQ ONAL POOLI NG (5-10 countries, $100-300M fl ows)
Not i onal pool across European subsidiaries

FX spread negotiated to 0.45% annual saving $150, 000

Idle cash freed by pool: $8M x 5.5% = $440, 000

Bank fee consolidation: $80, 000

Annual saving at this stage: $670, 000

| npl enentati on cost: $180, 000 | Payback: 3.2 nonths

STAGE 3: CENTRALI ZED TREASURY HUB (10-20 countries, $300M+ fl ows)
TMS i npl enentation, centralized FX execution

FX spread reduced to 0.18% saving on $180M flows = $972, 000
Idle cash freed: $22M x 5.5% = $1, 210, 000

Netting and bank fee reductions: $360, 000

Annual saving at this stage: $2,542, 000

| npl enentati on cost: $800, 000 | Payback: 3.8 nonths

STAGE 4: | N-HOUSE BANK (20+ countries, $500M+ fl ows)

Al'l Stage 3 benefits plus interconpany netting center

FX spread reduced to 0.08% on netted $350M fl ows = $2, 800, 000
Wor ki ng capital optimzation: $45M freed x 5.5% = $2, 475, 000
Bank fee reduction: $520, 000

Annual saving at Stage 4: $5, 795, 000

| npl enentati on cost: $2,500,000 | Payback: 5.2 nonths

Notional Pooling — The Legal and Tax Framework

Notional pooling achieves the interest optimization benefit of cash centralization without physically moving cash
between entities. The bank calculates interest on the combined net balance of all accounts in the pool — offsetting
credit balances against debit balances — without requiring any intercompany transfers. It is elegant in concept but
requires careful legal and tax analysis before implementation, because depending on the jurisdiction, what looks like

simple bank account netting can be characterized as an intercompany loan — with thin capitalization, withholding tax,
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and transfer pricing implications.

Jurisdiction Analysis

Before establishing a notional pool, legal opinions in each participating jurisdiction must confirm that the pool does not
constitute an intercompany loan for that jurisdiction’s tax or regulatory purposes. Netherlands, Germany, and the UK
have clear established frameworks where notional pooling is well accepted. France has historically required more
careful structuring. The United States presents no issue for domestic pooling but cross-border notional pooling
involving US entities may raise withholding tax questions on the notional interest benefit received by US participants.
China, India, Brazil, and Argentina cannot practically participate in notional pools due to capital controls — they

require separate cash management strategies.

Transfer Pricing Treatment of Pool Benefits

When a notional pool reduces the group's aggregate interest cost, that benefit must be allocated between the
contributing entities on an arm's length basis. Deposit-providing entities should earn an arm's length deposit rate on
their balances. Overdraft entities should pay an arm's length borrowing rate on their debit positions. The net
economic benefit — the difference between what the pool achieves and what each entity would earn or pay
independently — should be allocated to the treasury center as compensation for its liquidity management function.

This allocation must be documented in intercompany agreements and treated consistently.
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O NOTI ONAL POOL —BENEFI T ALLOCATI ON MECHANI CS

NOTI ONAL POOL —BENEFI T ALLOCATI ON

8- ENTI TY EUROPEAN POCL:

Total credits: EUR 15,550,000 (Cermany, France, Italy, Spain etc.)
Total debit: EUR 8,400, 000 (Netherlands Hol dCo)

Net pool position: +EUR 7,150, 000

W THOUT POOL:

Credits earn 0.05% EUR 7,775/ year

Net her | ands pays 4.20% EUR 352, 800/ year
NET ANNUAL COST: EUR 345, 025

W TH POCL:
Pool earns on net EUR 7,150,000 at 3.85% EUR 275, 275/ year
ANNUAL SAVI NG EUR 345, 025 + EUR 275, 275 = EUR 620, 300

TRANSFER PRI CI NG ALLOCATI ON:

CGermany (EUR 4.2Mcredit): earns 3.50% = EUR 147, 000
France (EUR 3.1Mcredit): earns 3.50% = EUR 108, 500
Italy (EUR 2.8Mcredit): earns 3.50% = EUR 98, 000

O hers: pro-rata at 3.50%

Net herl ands (EUR 3.6M net debit): pays 3.85% = EUR 138, 600
Treasury center retains the spread as its service fee
These flows nust be docunented in interconmpany agreenents

and processed through interconpany accounts each period

The In-House Bank — The Complete Implementation Guide

An in-house bank is a treasury entity — typically a subsidiary or branch of the parent — that acts as the group's
internal bank. Operating entities deal with the in-house bank rather than external banks for payments, deposits, FX,
and working capital funding. The in-house bank aggregates all these flows and manages the group's external banking
relationships as a single large client, achieving institutional pricing that individual subsidiaries could never negotiate

independently.

Implementation Phases
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Phase 1 — Structure and Select the IHB jurisdiction based on: tax framework (Netherlands and Ireland are most common
Location Decision (Months — favorable participation exemption, broad treaty network, regulatory recognition of treasury
1-2)

companies), regulatory environment (is a banking license required or can the IHB operate as an
unregulated group treasury center?), and time zone coverage. Engage specialist legal and tax
counsel to confirm the structure. Establish the legal entity if a new subsidiary is required.

Phase 2 — TMS Selection Select a Treasury Management System capable of handling multi-currency, multi-entity
and Implementation (Months  gperations with automated deal capture, confirmation matching, and hedge accounting support.
2-6) Leading systems include Kyriba, FIS Quantum, and SAP Treasury. Typical implementation takes
three to four months for a mid-market IHB and six to twelve months for a large-scale build. Cost:

USD 200,000 to USD 800,000 depending on complexity.

Phase 3 — Banking Panel Establish panel bank relationships for the IHB — typically two to three global banks with strong
Setup (Months 3-5) multi-currency capabilities. Negotiate institutional pricing: FX spreads of 0.05 to 0.15 percent on
major pairs, competitive money market deposit rates, and a clearing account structure for
payment processing. Sign ISDA Master Agreements and Credit Support Annexes with each

panel bank.
Phase 4 — Intercompany Draft and execute intercompany agreements covering: FX execution (IHB executes on behalf of
Framework (Months 4-6) subsidiaries at an arm's length markup of 0.10 to 0.20 percent over institutional cost);

intercompany deposits and loans (with arm's length interest rates documented in a framework
agreement); payment services (IHB processes subsidiary AP and collects subsidiary AR
centrally). Obtain transfer pricing opinions on the IHB's intercompany pricing.

Phase 5 — Intercompany Implement an intercompany netting cycle — typically monthly — where all intercompany

Netting (Month 6) payables and receivables are offset against each other before settlement. The netting center
determines net positions by entity and currency and settles only the net amounts. A group with
twenty entities and forty intercompany flows might reduce to eight net settlement payments after
netting, eliminating thirty-two external bank transactions and their associated costs and FX
spreads.

Phase 6 — Roll-out and Migrate subsidiaries to the IHB model one region at a time. Monitor: FX execution costs monthly

Monitoring (Month 7 onward)  (ensure institutional spreads are being achieved); idle cash balances weekly (ensure
subsidiaries are sweeping excess cash promptly); panel bank concentration limits monthly.
Report IHB P&L; to CFO monthly showing the financial benefit generated by the function.

Banking Panel Management — The Annual Review That
Saves Millions

The annual banking panel review is one of the highest-return activities in the CFO's calendar. Banks rarely reduce
their fees or improve their pricing voluntarily — they respond to competitive pressure and to organized evidence that
they are not meeting the expected standard. A CFO who conducts a thorough annual review — measuring each
bank's performance against defined criteria, comparing pricing across the panel, and redirecting wallet share toward
the best performers — typically captures savings of one to two million dollars per year in a group with significant

international banking relationships.
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The Annual Review Framework

The review should measure each bank across five dimensions. First, pricing quality: are the FX spreads, loan
margins, and fee schedules competitive relative to the market and relative to the other banks on the panel? Second,
service quality: are transactions processed accurately and on time, are queries resolved promptly, is the coverage
network adequate in the jurisdictions where it is needed? Third, credit appetite: is the bank willing to provide credit in
the amounts and tenors needed, and on acceptable terms? Fourth, innovation and technology: is the bank's online
banking and API connectivity meeting the company's operational needs? Fifth, relationship depth: does the bank
provide value-added services — market intelligence, introductions to investors, transaction advisory — beyond the

transactional services?

Atlas Manufacturing

In-House Bank Implementation — $2.4M Annual Saving Across 20 Countries

Background

Atlas Manufacturing had grown through acquisitions to a twenty-country operation with six hundred million dollars of
revenue and three hundred million dollars of annual intercompany flows. Each subsidiary managed its own banking,
resulting in forty-three different accounts, twelve banking relationships, and FX trades executed at spreads that varied from
0.35 percent to 1.40 percent across the group. The CFO built an in-house bank domiciled in the Netherlands over nine
months.
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O I'HB | MPLEMENTATI ON — COVPLETE FI NANCI AL CASE

ATLAS | HB —FI NANCI AL CASE

Annual FX vol ume (before netting): $280, 000, 000
After interconpany netting (35% reduction): $182, 000, 000

BEFORE | HB:

Aver age FX spread: 0.65%

Annual FX cost: $280M x 0. 65% = $1, 820, 000

Bank fees: $680, 000

I dl e cash cost: $48M trapped x 5.5% opportunity = $2, 640, 000
TOTAL ANNUAL TREASURY COST: $5, 140, 000

AFTER | HB:

Institutional FX spread: 0.09%

Annual FX cost: $182M x 0.09% = $163, 800

Bank fees: $280, 000 (reduced panel)

I dl e cash freed and depl oyed: $480, 000 net benefit
TOTAL ANNUAL TREASURY COST: $923, 800

ANNUAL SAVI NG $5, 140, 000 - $923, 800 = $4, 216, 200

| MPLEMENTATI ON COST: $2, 500, 000

PAYBACK: $2, 500, 000 / $4,216,200 = 7.1 nonths

5- YEAR NPV (at 8% : $4,216,200 x 3.993 - $2, 500,000 = $14, 340, 000

GlobalConsumer Holdings

Banking Panel Review — $1.8M in Annual Savings From One Three-Month Project

Background

When a new CFO joined a US industrial company with operations in eighteen countries, she found twenty-two banking
relationships and sixty-seven accounts accumulated over fifteen years with no systematic review. The annual banking cost
was two point eight million dollars in fees plus one point three million dollars in FX spreads. A three-month review — costing
one hundred and eighty thousand dollars including an external advisor — delivered one point eight million dollars of annual
savings.
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0 BANKI NG PANEL REVI EW —FI NDI NGS AND SAVI NGS

GLOBALCONSUMER — BANKI NG PANEL REVI EW FI NDI NGS

FI NDI NGS:

8 accounts with |l ess than $10, 000 average bal ance

generating nore fees than services rendered

6 banking rel ationshi ps providing no credit but charging fees
FX spreads range: 0.35%to 1.40% across rel ati onshi ps

H ghest cost bank charging 4x the | owest cost bank

3 'l ead bank' relationships not receiving |ead pricing

ACTI ONS TAKEN:

Cl osed 28 accounts across 8 rel ationshi ps

Consol idated to 14 rel ati onshi ps and 39 accounts
Renegotiated FX to 0.22% avg with 3 prinmary banks

Redi rected wal | et share from underperfornmners

ANNUAL SAVI NGS:

Account and fee reduction: $820, 000

FX i nprovenment (0.72%to 0.22% on $180M: $900, 000
O her service inprovenents: $80, 000

TOTAL ANNUAL SAVI NG $1, 800, 000

Revi ew cost: $180, 000

RO : 10x in Year 1

NovaTech Global

Notional Pool Across 8 European Countries — Implementation Journey

Background

NovaTech Global had eight European subsidiaries with entirely independent cash management. The German subsidiary
held large surpluses because its local CFO distrusted external financing. The Spanish subsidiary was permanently in
overdraft. These conditions — large credits in some entities, expensive overdrafts in others, all with the same bank — are
precisely where a notional pool delivers maximum value. The group CFO built it in six months.
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O NOTI ONAL POOL — | MPLEMENTATI ON AND ROl

NOVATECH — NOTI ONAL POCL | MPLEMENTATI ON

MONTH 1-2: SELECT BANK AND STRUCTURE
HSBC sel ected —al ready banking 6 of 8 subsidiaries
Pool structure: header account + 8 sub-accounts

Al'l accounts in EUR —single currency pool

MONTH 2-3: LEGAL OPI NI ONS

8 jurisdiction opinions: Germany, France, UK, Italy,
Spai n, Netherlands, Bel gium Austria

Cost: 8 x EUR 12,000 average = EUR 96, 000

Al'l confirned: pool does not constitute interconpany |oan

MONTH 3-4: TAX AND TP FRAVEWORK
Interest allocation nmechani sm desi gned
I nt erconpany agreenent tenplate drafted

Tax advi ce cost: EUR 45, 000

MONTH 5: PILOT WTH 3 ENTI TI ES
MONTH 6: FULL ROLL- OUT —ALL 8 ENTI TI ES

TOTAL | MPLEMENTATI ON COST: EUR 211, 000

FI RST- YEAR BENEFI T:

Interest optimzation (net EUR 14M x 3.65%: EUR 511, 000
Bank fee reduction: EUR 68, 000

Spai n overdraft facility reduction: EUR 35, 000

TOTAL FI RST- YEAR BENEFI T: EUR 614, 000

PAYBACK: EUR 211, 000 / EUR 614,000 = 4.1 nont hs

Annual recurring from Year 2 onward: EUR 614, 000

mm KEY TAKEAWAYS FROM PART 29

Global cash management and treasury architecture create financial value that is largely invisible but entirely real. The

CFO who builds the right treasury infrastructure creates a structural competitive advantage that quietly improves
financial performance every year. The three case studies in this part together represent over eight million dollars of
annual savings — achieved through organizational design, pooling, and banking panel management, none of which
required a single new product sale or cost reduction program. For further context, refer to Part 14 on working capital
management across countries and Part 19 on the broader CFO global financial playbook.
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