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MAKING CASH A CORPORATE
RESOURCE

by Bas Rebel, Evropean Cash and FX Manager, Perkin-Elmer
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Cash

Management

handling  {availabilicy of,
request for and approval o
release prodocisTunds; set
limnies to the solutions thar can
e implemested

local. residem sales and service
eniiles. As a comaquence, the
imler company cash flow thar
mes1 be mccoemied for is A0 deast
s farpe as the extemal cash flow

Cash is the final stage in the
business cycle, so the cash manager
has more sources available from
which to caleulate the
forecasted liguidity position.

Moowithsanding 1he similamnaes,
e cash manager has fwo major
advenages over the |ogssiscs
mramager - he can take away dis-
crepancics between supply and
demand by simply exchanging
‘peailable imvenlary” = avaikable
iquidiiy| for ‘required product
fm pegeansd cussencsh m alimes)
any momenl. Furthermore. cash
= the final stage in the business
cycle, so the cash manaper has
more sources available from
which w0 calculme 1he forecesicd
liuadity position.

Eack group of companies is
afganiEed in & panscular way
Therefare oo such thing as o gen-
ezl solmion 16 group cash mas-
apemest enizts. One necds 10
sludy the puriscular business case
before @ customised solugion car
b imipleménted

The Perkin-Elmer
business case

The Europeam  busingess ol
Perkin-Elmer i+ predominuntls o
alee ond ST A
Perkin-Elmer runs a centrali=ed
logistkc  pperution  servicing

exchonged with customers and
vendors. As a result of the cho-
sen husiness model the Earper
part of our inter company cash
flow is highly tme-sensitive and
caena be sobject 0 leadise and
lagping. Simce some cash chanpes
hands wuthin ke Perkin-Elmer
group seviral times bafore being

disbursed 10 vandors. the risk of

having a larps amount of cash i
Ianka is sabsLanizl

The treaswry weriviey ot Perkine
Elmer 15 o shaned service cost
cenire. Almost bwo years &go. o
Emropezn Trepsary Cemter was
ergaled G dasist eniral Irsmsury
n the US moniaring the
Euwrnpean cah flow. The missan
was b reduce thae bevel of cask o
banks and to imprave the indor-
mation Tlow on currescy fisks,
However not all gasb minage:
ment reloied octivity ix cenmlised
i e rivi Erensary centres, The
chosen business moedel reguires
deventmalized control over cask @
Incal Banks ond o decemrulised
handline of acoum-feceivehles
muinly cosh applicalionmanape
meems i D80 Therelore. the mie
af the Evropean Treosury Cemre
wir always that af coordinaing

Europeram  <ash  and rmk
management.

The shared service IT groop
operaits 4 dtase of the art phobal
WaN  infrastructure,  The
ITgroep is also able 1o suppart
régiconal and worldwide applaca-
tkans and interfaces from @ bimit-
ed numier of compuner cenanes.

Cash management
solution

In order w suppoat the husimess
mradel the following objectives
were formulated at the start of
ihe European Treasury Cerner, In
many wave lhese objectives
resemble those of the lopisic
TPETuTaN.

» Imprave the mformation abaut
|Forecasted)  available cash
{linking cash 1o the curmency
hedges like binking the avail-
zbie. inventory o the sales
arders

Implement a cost effichern cash
managemend  infrastrscture
supporing the buasiness model
with a limited number of exier-
nal besk accoums @ a linvieed
group of banks. The sebecied

operatioaal cash flow and the
imtermal cash flow (lower the
leweel of inventary by centralis-
ing the ‘warshouse’ measpe-
il ) and

Avoid the conversion of cur-
rency outside che Sorposate
hedging programmee  (lore-
stalling purchases outside the
purchase frame agresments).
These ohjecrives were not Tar-
mulated just o iImprove e com
strscture. but also 1o improve
informauion or cash fow and
thute B0 esidnce the effeciveness
of the corpanate hedging palicwy.
Afrer o preliminary afudy we
determired that an in-hewse bank
infrastraciure would accamplish
the ohjsctives. This is-house
hank i3 & sombination of

¥ A separale treasury ensity set-
img s the vehicle aut of wiash
the Europesn Treasury Center
wifers services o Perkine
Elmer group companies.. This
enlily will maintain corrend
accomnts wilk all (Eurcpean)
groap entnigs:

Zexo balunce cash pools with
local banks in zach rarional
clearing cemare will be wied
o transfer cash from ihe

The larger part of our
inter company cash flow
is highly time-sensitive
and cannot be subject to

leading and lagging.

bamk  account infrsiruciues
should gsicipess 1he @mival ol
e o laplimisamg the Sruc-
ture and location of pur cumen
(S 1o TTEN

Reduce the level af cush 2
banks in Evmope iv the mini-
murn by deslinking the externul

-
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Management

transfer belween 1wa bank
ALCOUNLS:

& The wessary enticy handles alk
cash trassfers for oeher group
entities with wineh it maincains
4 curment accounl relatianship.
Thhe following payment mouting
nales are applicahle:
= Tramsfers between  group

entities are effecred o the

jmernal  {in-howse bank)
cument accommts diredily:

Expernal paymenis out of 2

cash piral where the enfity

holds an exbernal accomng
are rebeased from  Ahat
aceo@nt. A1 che end of the
dey the zere balencing

be hosed on & consolidared cash
Meow. The carh manager needs
nol ke concerned about which
emcity owns the cash. And last
bt mat least. the in-house bank
prormises @ subsiantial reduction
al the level of cash o1 banks 1o
the minimum required for pay-
ing o vendors. salaries and
1axes only, Imer company pay-
mants are no lomger o facor. The
in-house bank redefines the mle
of its external bamkers 10 chig of
comesponding bankers (the poal
MESIEr ACCOUM] Dperales as a
kied of nestro occownt) and
makes cash & Crue COFporan
TEsOUNT

The in-house bank redefines
the role of its external bankers
to that of corresponding bankers
(the pool master account operates as a
kind of nostro account) and makes
cash a true corporate resource.

wpdates the baiance an the
inernal account owiomati-
calky: and
All pther exierrdl paymenls
are released from the poaol
masier pccoumt in ihe cash
pool on behall of e sib-
mitking ety AR imerm
Trarsachion updates the bal-
gnce on the internal iin-
house bank ) curmest account
of the sabmiliag emicy.
By implementing swch an im-
howse bank structure. Perkin-
Elmer will be oble o cut
the ammbér of exrsrnal bank
accoonts. by mare than half,
Minre important however is Thal
simce all liquidity 3s beld by 1fes-
sy, liguidity management can
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In order 1o impbemeni the in-
house bapk sruciure withount
expanding the ireasiry siafll, we
necded  sophisticabed  softwars
that coild mnomme the routimg of
trafsachioas. Even more impor-
mant. the treasury sofragre needed
o be noocskible from remaie
Ingatipms for file down loeds.
g¢migring ond autharizing pas-
mente. In shost, we required z
cemiral tressury  databose hac
pould be aocesied Saer The WAN

The Awrcs In-hoas Bank
Sofiware, provided by the
Conadias company  Allerna
Techmologics Growp, helps us 1o
srandardise and opimbe many
repsury-reliled acovitses peguir-
ireg Inpan From the 16cal extilies:

# The recard lavour for exiernal
and inter company pavMEns
files is identcal and can be
garraceed pot of genernl bedger
svenens directiy:
Approval o pavments &
given im the software. The
required Foor-eye awihbariss-
16am perinciple can be respected
miare easily, since the empow:
ered managemenl can poCEss
the syslem at ail Perkin-
Elmer’s locations:
& The European Treasury
Cesler i ahle o caloulace a
ditailed cash forecast based
on downboaded AP and AR
files using algorilhing devel-
oped an a swatisical anabyvsiz
of histerncsl pavment behav-
iowr, The softwane matches,
effected payments apd
receipas 1o the open ilems and
updares the cash fow foredas)
instankly

The softwans is able o gener-

mie G/L postings far both the

wrensury enzity and the parics-
pasing entizies based on pre-
defined mmpping rules:

» The Internevintraces eechnols
ogy. on which the softwars i
developed, is such thal handly
any specialist 1T sopport is
redudnsd al ke Wcal entity
level. Besides the nerwork
support and the maintenance
of M file interfoces with the
Iogal Gil sofreare. anly IT
supporl at the central level &
required: and

» The saff at the Ewrapean
Treasury Cemer has been
expanded by ong persen caly
whko as well a:  being 1he
front-office trader is highly
mnvilved with the implemen-
waniom of the in-heise bank @
local entities ard |s raiming
lezal sanff co how fo sk 1he
sl e

By analviing cash management

Issies a5 Jogistic ssugs. we wers

ahile oo formulate specific ohjec-

tives thar would make cash &
corporate  resousce.  Modern
technology incorperased in the

In-house Bank sofreare con-

firms 1o ws thel we ase on the

rack of this Holy Grail of cash
management =
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