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10.112. In a typical physical pooling arrangement, the bank account balances of all the pool members
are transferred daily to a single central bank account owned by the cash pool leader. Any account in
deficit is brought to a target balance (usually zero) by a transfer from the master account to the relevant
sub account. Depending on whether there is a surplus or a deficit after the members’ accounts have been
adjusted to the target balance, the cash pool leader may borrow from the bank to meet the net funding
requirement of the pool or deposit any surplus as appropriate.
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10.113. In a notional cash pool, some of the benefits of combining credit and debit balances of several
accounts are achieved without any physical transfer of balances between the participating members’
accounts although the bank will usually require cross-guarantees from pool participants to enable the
right to set off between accounts if necessary. The bank notionally aggregates the various balances of
the individual accounts of participating members and pays or charges interest according to the net
balance, either to a designated master account or to all participating accounts under a formula determined
in the cash pooling agreement.

10.114. With no physical transfers of funds, the transactional costs of operating a notional pool are likely
to be less than transactional costs of operating a physical pool. Functions carried out by the bank would
be accounted for in the charges or interest rate of the bank. With minimal functions carried out by the pool
leader (because functions are primarily performed by the bank), there will be little, if any, value added by
the pool leader to be reflected in the intra-group pricing. An appropriate allocation of the benefit created
as a result of the elimination of the bank spread and/or the optimisation of a single debit or credit position
would need to consider the contribution or burden of each pool participant.
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