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10-40-00 PURPOSE

Thi s chapter provides Departnental policy and guidelines for use in
establishing effective cash nanagenment practices in order to maxim ze
cash bal ances available to the Treasury for investnent and to avoid
unnecessary borrowing to finance Federal prograns.

10-40-10 AUTHORI TY

Treasury Departnment Circular 1084 issued under 5 U.S. C 301 and 31

U S.C 484, 492 (a), 492c, and 1002 requires all Federal Departnents
and agenci es whose financial transactions affect the cash account of
the treasury to ensure that financial activities are conducted in a
manner which (a) will nmake the maxi num amount of cash available to
the Departnment of the Treasury on a continuing basis and preclude
unnecessary borrowi ng, (b) gives full consideration at all tines to
the earning val ue of Treasury cash bal ances in determning the
cost/benefit relationship of financial decisions, (c) incorporates
the cash managenent practices contained therein. This circul ar
establ i shes the policy regarding cash managenment practices within the
Federal Government relating to the devel opnent and pronul gati on of
regul ati ons, systens, and procedures. Treasury fiscal requirenents
manual volunme |, chapter 6-8000 — Cash Managenent, supplenents this
authority. It provides detailed fiscal instructions for inplenmenting
the provisions of Treasury Circul ar 1084.

General Services Administration s Federal Procurenent Regul ations and
O fice of Managenent and Budget’'s Circular A-125 inplenment the pronpt
Payment Act (P. L. 97-177) require Federal agencies to pay interest
penal ties when paynents are late, and to take di scounts only when
paynents are nmade within the discount period. Circular A-125 further
prescribes policies and procedures to be followed in paying for
property and services acquired under federal contract, defining
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contract as any enforceable agreenent, including rental and | ease
agreenments and purchase orders, between an agency and a busi ness
concern.

10-40-20 SCOPE AND APPLI CABI LI TY

The policy and guidelines prescribed in this chapter apply to each of
the Departnment’s Operating Divisions (OPDIVS), Ofice of the
Secretary (OS) Staff Divisions (Staff Divs), and regions. These
organi zati ons nmust use the guidelines in this chapter for
establishing effective cash nmanagenent practices when devel opi ng
regul ati ons, systens and procedures and conducting financi al
activities encompassing billing and col |l ections, of the Treasury,
foreign currency considerations, and restrictions on financial
transaction with foreign countries and international organizations.

10-40-30 BILLINGS AND COLLECTI ONS

A Tineliness. Departnental conponent organi zations responsible
for the preparation of goods or services to those outside the
U.S. Governnent will ensure that invoices are issued one day
after the day the billing office is advised that the goods have
been shi pped or the services conpleted. when the actual val ue
cannot be ascertained at this tinme, and the estimted cost is
| ess than $50, 000, preparation of the invoice nmay be del ayed
until one working day after the actual value is determ ned.
Shoul d of tine be unduly long, a partial should be considered.
Partial billing identified as such, nust acconplished for not
| ess than 75% of the estinmated value within one working day
after the goods have been shi pped or rel eased or the services
conpl etely provided: (1) the actual value cannot be determ ned
and the estimted value is $50,000 or nobre; or the estimted
value is |less than $50, 000 and determ ned to be cost effective

by the billing conponent organi zation. A statement that the

final billing will be conpleted when the actual value is

determ ned nust acconpany each partial. Final billing will be

acconpl i shed within a reasonable period of tine. In preparing

billings, the paynment due date will not be nmore than 30 days

fromthe date of invoice.

1. Contracts which authorize the sale of goods or services to
an organi zation outside the U S. Government will include

provi si ons whi ch:

a. Establish a definite paynent due date,
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b. Require that payment be received no later than the
due date.
C. Provi de the paynent by wire when applicable, and
d. Provi de for additional charges for paynments received
after the due date.
B. Charges for late paynents. Departnental conponents will apply a
| ate charge for overdue paynents. The charge will be conputed at

a percentage rate based on the current value of funds to the
treasury. The current value of funds rate is transmtted in
Treasury Fiscal Requirements Manual bulletin prior to the first
day of each cal endar quarter. The collection of these charges is
to be pronptly deposited for credit to the General Account of
the U S. Treasury unless contrary to prescribed statute or

regul ation. The latter part of this provision provides an
exenption to those prograns, which are dependent upon pronpt
paynment or reinbursenent to continue operations.

The application of |ate charges for paynents that are | ate does
not relieve the debtor of the obligation to pay when due, nor
does it relieve Departmental conponents of their
responsibilities to undertake additional measures to coll ect
debts in accordance with the provisions of the Federal C ains
Col l ection Standards (4 CFR 101 - 105). These standards are

i npl emented in chapter 4-70 of the Department’s Ceneral

Adm ni stration manual .

The | ate charge applied to a delinquent debt will remain in
effect until paynent is made, or a different rate is applied in
the case of an authorized paynent schedule. The | ate charge is
applicable to each 30-day period. Charges will not be prorated
on a daily basis for overdue paynents received during the nonth
(i.e., 10, 15, or 20 days late) but for the full 30-day period.
When a partial paynment is received, the anpbunt received wll
usual ly be applied first to the amount due for the late charge
and then to the principal owed. Conplete instructions on
accounting for and reporting of late charges are contained in
the Departnent’s issuance “Policies on charging Interest and
Penal ties”.

1. Charges for Late Paynents covered by Contracts,
Agreenents, or Other Fornmal Agreenents. Except where
prohi bited or expressly provided for by Law, Depart nent al
conmponents will ensure that charges for |ate paynents are
stipulated in all contracts, agreenents, or other fornal
paynent arrangenents.
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2. Charges for Late Paynments not covered by Contracts,
Agreenents, or G her Formal Agreenents. Initial
notification will informthe debtor of the basis for the
i ndebt edness, the date by which paynent is to be nade due
date), and the requirement for additional charge for
paynents received after the due date.

3. Del i nquent Accounts Agreenents. Any agreenent that is
made with a debtor to extend credit and schedul e overdue
paynents over a period of tinme should contain a provision
for | ate paynent charges. The conputation rate for late
charge shoul d be equivalent to Treasury borrowing rate at
the time of the agreenent and for the sane duration
peri od.

4. Collections. Collection of charges for |ate paynents w ||
be pronptly deposited for credit to the General Account of
the U S. Treasury. A six digit account synbol wll be
used. The first two digits identify the Departnental
conponent admi nistratively responsi ble for accounting for
the receipts. Use 1499 as the latest four digits to
identify the account as “M scel | aneous I nterest
Col l ections Not Otherwi se Classified.”

5. Waiver of Late Charges. Departnental conponents may
request a waiver of |ate paynent fromthe Deputy Assistant
Secretary for Managenent and Budget, 200 | ndependence
Avenue, S. W, Washington D.C 20201. Such request nust be
acconpani ed by detailed justification that the
adm ni strative cost of collecting such charges exceeds the
anount of the charges

C. Vol une and Character of Collections. Departnmental Conponents
shoul d consider the full range of options avail abl e when
establ i shing procedures for collecting funds For credit to the

account of the U S. Treasury. Consideration wll be given to:

1. Wre funds transfers,

2. Treasury Financial Conmunications Systens (TFCS)

3. M nim zation of total cost including direct costs, cost of

purchased services, interest cost on noney involved in the
coll ection system

Maj or changes in collection systenms or procedures and requests
for use of the TFCS nust be submtted to the Deputy Assi stant
Secretary, finance. These changes can only be made with the
approval of the Banking and Cash Management Operations Staff,
Departnent of the Treasury (see Treasury Fiscal Requirements
Manual 6-8095).
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10-40-40 DEPOCSI TS

A

Departnmental conponents will follow the foll ow ng procedures to
ensure its receipts are deposited to the General Account of the
U.S. Treasury on a tinely basis. Al processing systens wl |
provi de for separation of paynments received e.g., checks, noney
orders, etc. fromthe acconpanying accounting docunents at the
initial stage of processing. Al deposits will be made promptly.
Encoders wi Il be used by conponents processing over 5,000 itens
per day for deposit. The follow ng policy governs frequency of
deposits:

. Recei pts of $1,000 or nore will be deposited daily.

. Recei pts less than $1,000 will also be deposited w ||
al so be deposited within 24 hours.

1. Recei pts or accumnul ati ons of $1,000 or nore nust be
delivered to Federal Reserve Banks and Branches no | ater
t han noon of the follow ng business day, or mailed no
| ater than the next norning.

2. Over the counter deposits wth commercial banks will be
tinmed to maxim ze the anount of daily deposits.
Transmittals of deposits must be limted to no nore than
one each day.

3. Deposits mailed to commerci al banks can only be made when
specifically authorized by the Banki ng and Cash Managemnent
OQperations Staff, U S. Treasury. Requests for this
authority must be submtted through the Deputy Assistant
Secretary, finance.

Reporting Large Deposits. Financial officers of Departnental
conponents depositing a total of $10 million or nore in one
transaction, other than Treasury checks, will report on the day
of deposit, the nane of the Departmental Conponent, the anobunt
deposited, and the nane and | ocation of the depository by wire
(to comrercial facilities, TWK 7108229201, 02, 03, or 04) and
addressed to:

Funds Control Section

Di vi si on of Government Accounts and Reports
Bur eau of Government Financial Operations
Departnment of the Treasury

Room 1010, GAO Bui |l di ng

Washi ngton D.C. 20226
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The TWX nunbers above identify the TWK machi nes in Main
Treasury. In lieu of the TWK wire, each office has the option of
calling the Treasury Funds Control Section directly on FTS 202-
566-2171.

10-40-50 DI SBURSEMENTS

A

Ti neli ness of Disbursenents. I nvoices, bills, statements, or
any ot her docunments which are authorized for paynent by a
financial officer of a departnmental conponent, i ncluding
progress and final paynments, will be paid when due. Each
Departnmental conponent is responsible for ensuring that its
paynment system provides for the foll ow ng:

1. Payments are to be nade as cl ose as possible to, but not
| ater than the due date, or if appropriate, the discount
dat e whenever performance satisfies the provisions of the
contract, and a proper invoice is received.

2. The paynent due date shall be (1) the date on which the
paynment is due, or (2) 30 days after receipt of a proper
i nvoice for the amobunt of the paynent due, if a specific
date on which paynment is due is not established by
contract.

3. Al'l Standard Form (SF) 1166s nust be mailed to the
appropriate Treasury disbursing office 5 days in advance
of the payment due date to insure Treasury issues checks
on tinme.

Cash Discounts. Departnental Components will adhere to the

foll owi ng procedures to achi eve cash di scounts for goods or
services received except as specifically provided by contract or
ot her agreenent executed pursuant to | aw

1. Modi fy paynents systems, if necessary, to automatically
t ake advantage of cash discounts as a matter of routine
and to elimnate any need for special handling.

2. Take the offered di scount when the di scount terns,
converted to an effective annual interest rate, is
equi valent to or greater than the percentage rate based
upon the current value of funds to the Treasury. This
percentage rate is published in Treasury Bulletins for
each three nonth period. Refer to section 10-40-30 and |
TFRM 6- 8020. 20.

The conversion formula (TFRM 6-8040.30”) to convert sales
di scount ternms to an effective annual interest rate is
shown bel ow
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Conversi on Fornul a: _Di scount % X No. of Days in a year

100% Di scount % Ti me Span Di scount
In Days to - Period
Due Dat e I n Days

To acconplish the effective annual interest rate when
di scount ternms are “2of 1%in 10 days, net 30 days, use

the Conversion fornmula illustrated bel ow

Ef fecti ve Annual = . 005 X 360 = .09 or 9%
1.00 - .005 30 - 10

In this exanple the offered discount will be taken when

t he Treasury published rate was 9% or lower; it would
not be Taken when the treasury rate was higher than 9%

A tabl e prepared bel ow conputing the effective annual rate
for several discount terns. Use of a table will preclude
the necessity of conputing effective rates on each

i nvoi ce.

Di scount Rate Term Ef fective Annual Interest Rate
(to be Conpared with Current
Val ue of Funds Rate Published in
Treasury Bulletins for Each
Three Month Period.)

of 1% 10 days, net 30 = 9%
of 1% 20 days, net 30 = 18%
of 1% 20 days, net 60 = 5%
1% 10 days, net 30 = 18%
1% 20 days, net 30 = 36%
1% 20 days, net 60 = 8%
2% 10 days, net 30 = 37%

Base di scount paynent date upon the date of receipt of the
i nvoi ce, authorized for paynent, unless otherw se provided
on the contract or invoice.

Do not nmake paynents to achi eve cash di scounts unl ess the
rel ated goods and services have been received except as
specifically provided by contract or other agreenent.

Record economi cal discounts in the accounting system as an
item of expense. Purchases are to be recorded net of
di scount, whet her taken or not.

Schedul e all di scounted paynents for check issuance on the
| ast day of the discount period.
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7. Lost econom cal discounts must be sunmmarized and reported
to Treasury in accordance with 1 TFRM 6-8080. 40.

C. Use of Treasury Financial Communications Systens (TFECS)
Fi nanci al officers of departnental conponents nust use the TFCS
for making Treasury disbursed vendor paynments in excess of
$25, 000 begi nning Cctober 1, 1983. A letter requesting approval
and a conpl eted questionnaire as incorporated in 1 TFRM 4-2500
nmust be forwarded to the Deputy Assistant Secretary, finance,
room 705-d Hunphrey for transmttal to:

Assi st ant Comm ssi oner

Banki ng and Cash Managenent

Bur eau of Government Commercial Operations
Departnment of Treasury

Treasury Annex No. 1, PB-704k

Washi ngton, D.C. 20226

Certifying officers must inform Treasury of paynents in excess
of $50 million in a single transaction or in a nultiple
transaction of a conmon nature at |east two days prior to the
date of paynent. The required informati on nust be transmtted by
wire (to coomercial facilities, TWK 7108229201, 2, 03, 04) to:

Funds Control Section

Di vi si on of Government Accounts and Reports
Bur eau of Government Fi nancing Operations
Departnment of the Treasury

Treasury Annex No. 1

Room 1010, GAO Bui |l di ng

Washi ngton, D.C. 20226

The TWK nunbers above identify the TWK machines in main
Treasury. In lieu of the TWK wire, each office has the option of
calling the treasury Funds Control Section directly on FTS 202-
566-2171

D. Late Paynents. Departnent conponents will make every effort to
pay their bills on tinme and avoid | ate paynent interest
penalties. Late paynments nust be reviewed and reported to
Treasury pursuant to | TFRM 6-8080. 40.

E. Interest Penalty Requirenents. Interest penalties nust be paid
when | ate paynents occur or discounts are taken after expiration
of the discount period, w thout the need for business concerns
to request them An interest penalty will be paid automatically
when all of the follow ng conditions are net:
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1. There is a contract or purchase order with a business
concern.
2. Federal acceptance of property or services has occurred

and there is no di sagreenent over quantity, quality, or
contract provisions.

3. A proper invoice has been received (except where no
invoice is required, e.g. sone periodic | ease agreenents)
or the Departnent fails to give notice that the invoice is
not proper within 15 days of receipt of an invoice (3 days
for neat or neat food products, and 5 days for perishable
agricultural comodities.)

4. Payment is made to the business concern nore than 15 days
after the due date (3 days for neat or meat food products,
and 5 days for perishable agricultural commdities.)

An interest will also be paid on the discount anmount when
Depart nment conponents take a discount period has expired, and
fail to correct the underpaynent within 15 days of the
expiration date of the discount period (3 days for nmeat or neat
food products, and 5 days for perishable agricultura

commodi ties.)

Payment of interest penalties will be charged to the currently
avai | abl e appropriation (FY/CAN) for the adm nistration or
operation of the programthat funded the applicable invoice
(contract).

Each OPDIV, STAFFDIV, and Region (and the Division of Accounting
Qperations, OS) shall report to the Deputy Secretary, Finance,
705- D Hunphry Buil ding, 200 |Independence Ave, S.W, Washington,
D.C. 20201, no later than 20 cal endar days after the end of each
quarter, the follow ng data:

1. Nunber of interest penalties paid,

2. Amount of interest penalties paid,;

3. VWhy interest penalties were incurred;

4. Rel ati ve frequency, on a percentage basis, of interest

penalty paynents to the total nunber of paynents; and

5. Nunber, total anount, and relative frequency, on a
percentage basis, of paynments nade 5 days or nore before
the due date, except where cash discounts are taken.
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10-40-60 CASH ADVANCES

A

General Policy. The Deputy Assistant Secretary, Finance has the
responsibility for establishing and nonitoring the cash
managenment practices of the Department’s recipients. Cooperation
of Departnental conponent organizations that advance fund awards
and recipients receiving such funds is essential in neeting with
this responsibility. (see section 10-40-90c) as a mninmm the
Departnmental conponents that advance fund awards nust establish
systens and procedures that ensure:

1. Federal (HHS) cash is not maintained in excess of
i mredi at e di sbursi ng needs;

2. Excess bal ances are pronptly returned to the Treasury
Depart nment ;

3. Interest earned on Federal (HHS) cash, except where

contrary to law, is pronptly paid to the Treasury
Departnent; and

4. Nonconpliance with these requirenents will result in
term nati on of advance funds.

Tineliness of Advances. Each awardi ng organi zation will ensure
that its procedures specify:

1. Advance paynents will be made only at tinmes and in anounts
necessary to neet i medi ate di sbursing needs;

2. Where | arge amounts of funds are disbursed on a daily
basis under the letter-of-credit system receipts not
under a checks paid systens nust give considerations to
the delay of drawdown techni que when submtting paynment
vouchers; and that

3. Monitoring evaluation will be based on cash paynent and
not on accrued liabilities.

Interest Earned on Bal ances. Departnental conponents shal
require that all interest earned by recipients on advances of
Federal funds, except where specifically prohibited by |aw, be
remtted to them Such interest shall be pronptly deposited by
departnental conponents in the General Account of the U S
Treasury using a six-digit account symbol. The first two digits
will identify the departnental component. The |last four digits
(1499) will identify the account within the fund group as

“M scel | aneous Interest Collections Not Gtherw se Cl assified”.
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D.

Recoveries of Disallowed Expenditures. Departmental conponents
shall require funds returned as soon as possible inmediately
upon determ nation that an expenditure of advance funds is

di sal |l owabl e i n accordance with the ternms of a contractua
arrangenent. Under no circunstance can the return of such funds
be delayed nore than thirty days fromthe date of notification
by the departnental conponent. The Departnental conponent,
except when prohibited by |aw, shall take appropriate measures
to ensure that no further withdrawal s are made by a reci pi ent
funded by a letter of credit pending disposition of recovery
action with that recipient.

Recoveries of Unused Cash Advances. |If cash is advanced in
excess of final expenditures reported by a recipient.
Departnmental conponents are responsible for imedi ately

coll ecting that unused cash. (see Ofice of Managenent and
Budget circulars A-102 and A-110 as inplenented in HHS 45 CFR
74) .

1. If an award will be closed within thirty days, the
departnental conponent or the Federal Assistance Financing
Branch if paid through the Departmental Federal Assistance
Fi nanci ng system may defer collection until the closing
transaction is processed. If there is doubt concerning
when the award will be closed, collection action wll be
started w thout del ay.

2. Collection action is not required if unused funds can be
i mredi ately of fset against or applied to other awards from
this departnment held by the recipient or applied to new or
continuation awards about to be released to the recipient.
If, for exanple, there is an unused bal ance of $50, 000 on
a Head Start award, the letter of credit funding of a new
or continuation Head Start award shoul d be reduced by
$50, 000.

10-40-70 CASH HELD QUTSI DE TREASURY

A

Cash Held at Personal Risk Including Inprest Funds, by

Di sbursing Oficers and Cashiers. Quarterly, Departnental
conponents shall review funds held by their accountable officers
to ensure that such funds are commensurate with actual needs and
do not exceed maximumlimtations. (see Volume |, Treasury
fiscal requirenents manual 4-300).

All O her Cash Held Qutside Treasury. Departnental conponents
authori zed to maintain funds with depositaries for specific
pur poses, or to control the maintenance of such funds, nust
establish procedures to nonitor such accounts on a continuing
basis. These procedures shall, as mninum ensure that:
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1. fund bal ances are mai ntained at the m ni num anount
required to meet i mredi ate di sbursenent needs (checks
i ssued and in process) and are commensurate with the
activity in the account;

2. Funds in excess of the immedi ate needs for which the
account was established are pronptly withdrawn fromthe
account and deposited with Treasury; and

3. Where fund bal ances as authorized by Treasury or provided
by | aw may bear interest, such interest shall be at the
hi ghest possible interest rate commensurate with the
adm ni stration of the account.

10-40-80 RESTRI CTI ONS ON FI NANCI AL TRANSACTI ONS W TH FOREI GN

A

COUNTRI ES AND | NTERNATI ONAL ORGANI ZATI ONS

General. Restrictions are placed on procurenent, coproduction,
grants and other significant transactions with foreign countries
and international organizations involved in bilateral prograns
that require:

1. Qutlay of U S. dollars on foreign currencies,;
2. I nflow of funds from foreign countries; and
3. Exchange of U. S. dollars and foreign currencies.

The restrictions are intended to reflect U S. Treasury policy
with respect to funds which have a potential inpact on interest
costs to the Treasury and in the foreign exchange area.

Negoti ating Financial Arrangenents. Departnmental conponents wl |
observe the foll ow ng policies, except for arrangenents that may
be entered into solely for inplenenting U S. internationa

nmonet ary policy.

1. The U.S. Government will not permt the w thdrawal of
dollars fromthe account of the U S. Treasury, for
pl acenment with any program nmanagenent organization, prior
to the need for the dollars as determ ned by the actua
i mredi ate fundi ng requirenents of the recipient
organi zation to carry out the project;

2. Arrangenents which require U S. funding will be negoti ated
to provide for dollar outlays as close to the need for
current program expenditures as possible;
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3. Each program shoul d be structured to the nmaxi mum practi cal
extent so as to provide flexibility for the country or
i nternati onal organization to fund the program conform ng
to their own fiscal needs and policy considerations;

4. Program funds will not be derived frominterest earned on
U.S. contributions. See 10-40-60C;

5. Each request for the tenporary deposit and saf ekeepi ng of
dollars in trust in an account of the U S. Treasury wll
be decided on its own nmerit, according to established
reasons, the specific financial arrangenents proposed, and
U. S. Governnent political and general financi al
consi der ati ons;

6. Unl ess otherw se required by law, the U S. Government will
not invest funds on behalf of a foreign country or
i nternati onal organi zati on when recei pt of such funds by
the Governnment will serve as a basis for creating contract
obligational authority for a Departnental conmponent; and

7. Departnmental conponents will alter or revise current
practice to achieve these funding policies, and the
principles set forth will not be conprom sed by interna
adm ni strative practi ces.

C. Exchange of U.S. Dollars for Foreign Currencies. Departnenta
conmponents will not hold nore foreign currency than i mredi ately
required, nor will any transaction give the appearance of
currency speculation in the exchange markets. Accordingly, the
follow ng guidelines will be adhered to accept for those

exchanges entered into solely for inplenmenting U S
i nternati onal nonetary policy:

1. Conduct “spot” delivery for all exchange of dollars for
foreign currency. Do not use forward contracts, or
exchange directly with foreign governnments or private
contractors at negotiated rates:

2. Do not nmamke an exchange prior to the tine the foreign
currency is needed for immedi ate funding requirenents;

3. Appear ance of currency specul ati on nmust be avoi ded,;

4, U.S. and foreign program agencies involved in a program
wi Il be responsible for any change in program costs

resulting fromforeign currency denom nation of the
fi nanci al arrangenents;
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5. To reduce exchange risks, Departnental conponents nmay take
steps to assure that a large portion of programfunds be
expended in the U S., or that additional financial
arrangenents are dollar denom nated. If these steps are
not feasible, applicable financial arrangenents may be
entered into using a nultiple currency “unit of account”
whi ch i ncludes the dollar as one of the currencies, as set
forth in the next paragraph.

6. The U.S. dollar is the preferred currency for al
international financial arrangements unless the U S
Governnent owed excess Or near-excess currencies can be
used. If the only alternative to the use of U S dollars is
the use of a foreign currency, Departmnental conponents
shoul d together with Treasury consider the use of a
“mul tiple currency unit of account” which include the
dollar as one of its currencies. An exanple of such an
account is the International Mnetary Fund' s "speci al
drawing right” (SDR). The exchange value of the SDR is
determ ned by the IMF on the basis of a basket of
currenci es assigned a weight in determning the SDR
exchange val ue.

D. Policy exceptions. Exceptions to Treasury policies and guide-
lines referred to in this section will be nade only when an
exception woul d be advantageous to the U. S. Governnment. If a
Departnment al conponent anticipates such an exception, it should
contact the foreign staff (1 TFRM 6-8095) at the earliest
possible tinme on potential or pending financial negotiations.

E. Collections and Depository Arrangenents. All checks drawn and
payabl e to foreign banks in U S. dollars and/or in foreign
currenci es nust be based on the geographic |ocation of the
forei gn bank. Checks payabl e at forei gn banks overseas
depository purposes nust be deposited at the foll ow ng
depositories:

Area Overseas Depository
Africa Federal Reserve Bank of
Cari bbean of New York Check Processing
Mexi co Country Section
Ot her Latin Anerican 33 liberty Street
Countri es New York, NY 10045
Canada The Royal Bank of Canada
90 Sparks Street
Mai n Branch

Station B, Box 746
O tawa, Canada
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Ar ea Overseas Depository
Eur ope, Asia, South Bank of America, N.T., & S. A
Pacific, and O her Departnment # 1055
Areas not covered. San Franci sco, CA 94137

The depository officer must transmt each check payable to the
foreign bank with a fully prepared Certificate of Deposit (CD)
to the appropriate depository in accordance with the foll ow ng
procedures:

1.

A single CD nust be prepared for all U S. dollar checks
payable to a depository for any day at foreign banks.

Checks drawn in U. S. dollars nust be acconpani ed by CDs
prepared in the usual nmanner.

A separate CD nust be prepared for each foreign currency
check payabl e at foreign banks, except for those Canadi an
dollar itenms deposited with Royal Bank of Canada. For
Canadi an dol lar itenms deposited with Royal Bank of Canada,
adhere to the foll ow ng:

a. Prepare a single CD for all dollar checks deposited
by a Governnent officer for any day.

b. CDs acconpanyi ng Canadi an dol |l ar checks nust be
conpl eted in the usual manner except the anount will
be left bl ank.

(1) The U.S. dollar equivalent will be entered by
the depository when credit is received in the
treasury account.

C. Pro-rate individual itenms on a single CD for each
item upon receipt of the CD fromthe bank.

d. The appropriate copies of the CDs will be distributed
in accordance with established procedures

All foreign exchange (checks, bills and coins) collected
outside the United States by departnental conponents nust
be delivered pronptly into the custody of accountable
officers for credit to accounts mai ntai ned by the
departnent of treasury.

a. HHS wi | | advi se accountable officers of the source of
their collections and any restrictions on their use.
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5. Al'l foreign exchange di sbursed outside the U S. wll
foll ow the guidelines in accordance with Section 10-40-50.
Requests for waivers should be forwarded to:

Cash Managenent Operations Staff

Bur eau of Government Financial Operations
Treasury Depart nment

Washi ngton, D.C. 20226

(202) 634-5760

6. Departnmental conponents desiring disbursing authority
outside the U S. nust get concurrence fromthe Departnent
of State and the Departnent of Treasury. Witten requests
nmust be coordinated with the Deputy Assistant Secretary,
Fi nance and: (1) typed in triplicate, (2) with the volune
of transactions for the use in connection workl oad
requi rements, and (3) signed by an agency official to:

O fice of Financial Services
Departnment of State
Washi ngton D. C.

7. I ndi vi dual deposits of foreign items less than U S. $15 in
val ue shoul d not be dispatched to either the Bank of
America or the Federal Reserve Bank of New York

8. Departnental conponents nust reconsider the form of
paynment when the U.S. dollar equivalent of a check is |ess
than the collection charge.

9. Checks drawn on foreign banks encoded with the ABA routing
synbol shall be effected through the U S. depository
normally used for donestic deposits.

10-40-90 FOREI GN CURRENCY

A

General. This section contains the Departnment’s cash managenent
policy as it relates to the purchase, custody, deposit,
transfer, sale, and utilization of the foreign exchange.
Procedural instructions regarding the receipt and di sposition of
forei gn exchange owned by the U S. Governnment are contained in
Vol unme | of the Treasury Fiscal Requirenments Manual, Treasury
Departnment Circular No. 830, and O fice of Managenent and Budget
Circular No. A-20.

Designation of Financial Institutions to Maintain United States
Governnent Operating Accounts. Preference shall be given to
American financial institutions unless a |ocal bank’s
arrangenent is clearly nore advantageous to the U S. Governnent.
Treasury will consider three areas of service in determning the
nmost beneficial banking arrangenent: (1) mninmumrequired
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service, (2) customary | ocal banking practices, and (3) other
speci al services which may be deened necessary in a particul ar
country or circunstance. The mninumrequired services are:

1. Capability to honor paynents to payees in outlying areas,
2. Processi ng of checks and deposits,

3. Submi ssion of nmonthly bank statenent,

4, Accept ance of Treasury m ni mun’ maxi mum fundi ng procedures

whenever applicabl e,

5. Any customary banking practices (such as paynent of
interest on the operating account, waiver of m scell aneous
charge, preferential exchange rates on purchases with U S
dollar, etc.) peculiar to a particular country, etc.

6. O her special services such as telex cost, funds transfer
overdraft, arnored car service, etc.
The operating account will not be used to subsidize
banki ng services that woul d ot herwi se be funded through
the appropriation process. The | evel of balance will be
determ ned solely by disbursing requirenment. Generally,
the operating account will not be subject to transfer nore

frequently than every two years.

C. Qperating Account Balance Limtation. All accountable officers
shal |l ensure that the amobunt of foreign exchange purchased with
U.S. dollars is commensurate with inmedi ate di sbursed
requirement. This is essential to: (1) mnimze | ocal currency
oper ati ng bank bal ances; (2) mnimze |losses due to rate
deval uation; and (3) avoid premature drawdowns on the Genera
Account of the U S. Treasury. Adherence to this policy wll
result in interest savings to the U S. Governnent and have a
favorabl e inpact on the U S bal ances of paynments. Specifically,
account abl e officers shall purchase:

1. Readi | y obtained currencies in an anmount that, together
wi th the checkbook bal ances on hand at the tinme of
pur chase, woul d not exceed the estimted requirenments for
the ensuing two to three day period.
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D.

2.

Not readily available currencies in an amount that,
together with the checkbook bal ance on hand at the tine of
t he purchase, would not exceed the estimted requirenents
for the ensuing seven day peri od.

The above requirenents apply only to accounts that are
funded based on the accountable officer’s checkbook

bal ance. They are not applicable to the fundi ng of
accounts in which the | evel of actual bank bal ances has
been established or concurred with by treasury.

The seven-day maxi mum fundi ng | evel may not be exceeded
wi thout a specific waiver of this requirenent fromthe
foreign currency staff, Department of the Treasury. (see
volume | Treasury Fiscal Requirenents Manual, 6-8095).

Acqui sition of Foreign Exchange.

1.

Commercial Purchase. Accountable officers or their duly
aut hori zed agents shall ensure that forei gn exchange
purchased commercially is purchased at the highest |ega
rate obtained froma legally authorized exchanged deal er
whet her purchasing for their own or other accountable

of ficers’ accounts. Bids should be solicited fromat | east
three sources, if available, when foreign exchange is
purchased at non-fixed rates. Accountable officers or
their duly authorized agents shall ascertain that the rate
received is the nost favorable applicable to each
transaction if foreign exchange is purchased commercially
at a fixed rate.

This includes diplomatic rates or special rates
established by agreement with the authorities of the
country. Accountable officers or their agents may purchase
forei gn exchange fromthe Governnment or other legally

aut hori zed sources at rates nore favorable than the
official rate only if the accountable officer or agent has
specific authority to do so fromthe Departnent of the
Treasury. Address specific requests to the foreign
currency staff, Department of the Treasury (see paragraph
C above.

Coll ections. Foreign exchange nust be pronptly delivered
into the custody of accountable officers for credit
mai nt ai ned by the Department of the Treasury. Only the
secretary of the Treasury can authorize exceptions to this
requirement. Collectors of foreign exchange will inform

t he accountable officer of the source of the collections
and any restrictions on their use.
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3. Currency Use Paynents. Paynent in U S dollars is
normal |y required for Surplus Agricultural Commodities
purchased by agreenent under the Agricultural Trade
Devel opnent and Assi stance Act of 1954 (Public Law 480).
In non-excess currency countries where U S. dollars are
bei ng used to purchase foreign exchange commercially, a
Currency Use Paynent (CUP) provision may be inserted in
t he purchase agreenment whereby a percentage (ranging from
5% to 30% of the dollar anmpbunt of the agreement may be
paid in the currency of the country. All requests for CUP
shoul d be on an as-needed basis to avoi d purchasing
comrercially in those countries where P.L. 480 agreenents
contain CUP provisions. Such requests should be rmade only
after all other U S. owned currenci es have been exhaust ed,
i ncluding those avail abl e through unfunding. U S
Di sbursing O ficers and regional Disbursing Oficers, or
their agents, are responsible for contacting the Anerican
enbassy in each country having a CUP agreenent to
determ ne the existence of any U S. mlitary requirenments
for currency.

4. Unfunding. All foreign transaction (FT) program accounts
susceptible to unfunding are to be fully unfunded prior to
pur chasi ng comrerci al ly. Forei gn exchange hel d by
accountabl e officers in program accounts may be used for
any U S. CGovernment expenditure through the use of a
contra account established by Treasury until such tine as
they are required in connection with the particul ar
programintended. |f necessary, the accountable officer
may then purchase commercially with U S. dollars to
rei mburse the program account.

5. D sposition of Excess Balances. Efforts will be made to
transfer those foreign currencies in excess of inmediate
di sbursing requirenents that may be utilized by other
accountable officers in a particular locality, e.g.
MIlitary, state, or Treasury. Currencies obtained in
desi gnat ed excess or near excess currency countries nust
be acquired from sources provided by the U S. Governnent.
Ameri can enbassies in these countries may be contacted
concerning their acquisitions. Accountable officers in
non- excess currency countries having excess bal ances
should initiate action to effect transfers with other
accountabl e officers using like currency.

6. Interest on Deposits. Accountable officers will establish
an interest bearing account if the collection of foreign
currency causes the non-interest bearing |ocal currency
checki ng account to exceed a 30-day supply and al
attenpts to sell currencies to other accountable officers
have been exhausted. Al funds in excess of the operating
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account balance |limtation (see volunme |, Treasury Fisca
Requi renments Manual (6-8070.25) nust i medi ately be pl aced
in a short terminterest bearing account provided such an
account is available. The deposit nust be in a bank that
has been designated as a depository of public noneys by
the departnment of Treasury. Accountable officers should

pl ace such excess funds in the bank that maintains the
operati ng account unl ess another designated depository can
provide a nore beneficial banking arrangenment. The
accountabl e officer will furnish the name of the bank,
account nunber, the interest rate obtained, and the
conditions and terns of the deposit by telegramto the
Foreign Currency Staff, Departnment of the Treasury.

a. If the balance is in excess of a six-nonth supply,
t he accountable officer will canvas the market to
obtain the highest interest rates legally available
for 3 nmonths, 6 nonths, and one-year deposits. This
i nformati on must be submtted to Treasury for
approval together with a proposed schedule for the
pl acenent of the excess bal ance, comrensurate with
di sbursing requirenents. The accountable officer is
responsi ble for nmonitoring the interest bearing
accounts to ensure that interest is being paid on a
tinmely basis and in accordance with agreenents
reached between the accountable officer and the
banks.

7. Limtations. Unless authorized by the secretary of the
Treasury, foreign exchange shall not be purchased from any
source outside the United States except when exchange for
the purpose intended is not available fromaccounts
mai nt ai ned by the treasury.

a. When Treasury authorizes a transfer of foreign
currencies to an account within this departnment for
t he purpose of making an authorized expenditure,
pursuant to the OMB allocation or an internationa
agreenment, the actual foreign currencies will be
mai nt ai ned by Treasury. Once the depart nent
determnes that the transfer is in excess of its
needs, it is responsible for pronptly arranging with
treasury to reduce the original authorization thereby
maki ng the funds available for other official
requirements.



HHS Chapt er

10- 40 Page 21

Departnental Accounting Manua
HHS Transm ttal 82.4 (6/15/82)

8. D sbursenents. Donestic disbursenments are applicable to

forei gn exchange di sbursenments. Refer to section 10-40-50.

9. Rate of Exchange. Accountable officers shall make a
concerted effort to preclude |osses due to fluctuations in
rates of exchange. The prevailing rate shall be used in
converting foreign currency to expenditures to dollars

unl ess ot herw se authorized by the Treasury.

10. Utilization of Excess and Near-Excess Currencies. The
followi ng policy applies to utilization of excess and near
excess currencies.

a. obligations will be made payable in the currencies of
t he excess and near excess currency countries rather
than U. S. dollars.

b. Contracts with American contractors will include a
provision that obligations will be made payable in
forei gn exchange of excess and near-excess currency
countries to the extent that the contractor may be
expected to require such exchange for necessary
expenses in the country involved. Further, the
contract will provide that the contract be obtained
solely fromthe accountable officer.

C. Cost of living all owances, housing, etc. to
enpl oyees, uniformed personnel and others under U. S.
Gover nnment sponsorship nust be paid in | ocal currency
to the extent possible under existing |aw in excess
Oor near-excess currency countries.

d. Enpl oyees, unifornmed personnel, and others under U.S.
Governnent sponsorship in any of the excess or near-
excess currency countries nust use the accommodati on
exchange service provided by the U S. Governnent, or
their del egated agents, to exchange checks, drafts,
bills of exchange and other instrunments payable in
U.S. dollars for |ocal currency.

E. Char ges Agai nst Deposits. Departnment conponents nust consider

the foll ow ng charges agai nst deposits for collection purposes
when di spatchi ng paynents for deposits within the United States.

1.

The Bank of America will charge a handling fee equival ent
to 1/10 of 1% for such U S. dollar checks and certain
foreign currency plus the foll ow ng:
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a. At | east $5.00 but no nore than $7.50.
b. A $2.00 charge for each tracer for every thirty days.
2. The Bank of Anerica will not access a General Coll ection

charge agai nst Foreign currency itens payable in the
currencies |isted bel ow

Country Currency Country Currency
Australia - Australian doll ar Net her | ands - Dutch Cuil der
Australia - Australian shilling Northern Ireland- Irish pound
Denmar k - Dani sh Kroner Nor way - Nor wegi an Kr oner
Fi nl and - Fi nmar k Scot | and - Pound Sterling
France - French Franc Sweden - Swedi sh Kroner
Ger many - Deut sche Mark Swi tzerl and - Swi ss franc

Hong Kong - Hong Kong dol | ar Uni ted Ki ngdom - Pound Sterling

This list may change without notice as a certain
currency suddenly becones vol atil e.

3. The Federal Reserve Bank of New York will inpose a
collection fee equivalent to that of a subsequent
col l ecting bank or payi ng bank plus, that bank’s nor nal
per item cost for handling such itens.

10-40-100 RESPONSI BI LI TI ES: OPDI Vs, STAFFDI Vs, AND REG ONS.

A It is the responsibility of each departnental conponent to
i ncorporate the provisions contained therein in their billing
and col |l ection, accounting, and di sbursing systens, and as an
integral part of their conprehensive audits and review program

B. Each Departnental conponent will develop witten interna
regul ations inplenmenting the cash managenent practices contained
in this chapter. Such regulations will be avail able upon request
to the Deputy Assistant Secretary, Finance not |ater than March
15, 1979.

1. Provi sions of existing contracts and ot her fornal
agreements not in conpliance with these regulations at the
tinme of release of this chapter that are subject to
renegotiati on and amendnents wi |l be anmended upon the next
renegoti ati ons of such arrangenents.

C. Revi ew. Each departnental conponent shall establish a system
for nonitoring its cash management practices within three nonths
of the conpletion of its witten internal regulations. The
systemw || provide periodic, no |l ess frequent than annual,
revi ew of cash managenent practices.
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D.

Reports to the Treasury. Docunentation sumrarizi ng Depart nent al

conponent annual reviews of cash management practices will be
f orwar ded Septenber 30'", each year, to the Deputy Assistant
Secretary, Finance. This office will transmt a consolidated

Departnental report to the Special Financing Staff, Departnent
of Treasury. Internal audit reports related to cash nanagenent
shal |l be furnished upon request to the Deputy Assistant
Secretary, Finance.

Wai vers, Exenptions, and Ot her Applicable Requlations. Request
for waivers to specific provisions of these requirenents nust be
submtted to the Deputy Assistant Secretary, Finance, who in
turn will coordinate these requests with the appropriate
Treasury Departnment’s Banki ng and Cash Managenent Staff. Such
requests nust identify the specific requirenent, state the
reason for the request, the period of tine to be covered by the
wai ver, and include docunentation supporting the request.
Departnment al conponents shall inmmediately advise the Deputy

Assi stant Secretary, Finance, of any prograns existing or new,
that are exenpt by |law from one or nore provisions of these
regul ati ons. The governing | aw and conflicting provision nust be
cited. The provisions of this chapter are designed to suppl enent
exi sting cash managenent regul ati ons and therefore do not
relieve departnmental conponents from conpliance with OVB, GAQ
and ot her Treasury regul ati ons.



