Chapter 1. Establishnment and Operation of |nprest Funds

1-1. Policy. Al Inprest Funds maintained by the
Department of Housing and Urban Devel opnent (HUD)
wi Il be established and nai ntained in accordance wth
the requirenents of the Departnment of the Treasury as
stated in the Treasury Financial Mnual; the Manual O

Procedures and Instructions for Cashiers, operating under

31 USC 3321 (formerly Executive Order Nunber 6166),
dated July 1985 (hereinafter referred to as "The
Manual "); and the requirenents stated in the "Cenera
Accounting O fice (GAO Policy and Procedures

Manual for the CGuidance of Federal Agencies.” This
Handbook al so i npl ements Treasury Bull etin Nunber
85-13, by increasing the transaction linmt for |nprest
Funds to $500.00. The Treasury issuances provide the
basi ¢ standards and gui dance relating to establishnent
and operation of Inprest Funds.

Thi s Handbook provi des policy and gui dance for those
situations where Treasury gui dance requires clarification
or nodification. Local managenent is encouraged to

make changes to the Handbook designed to neet |oca

requi renents. Any changes nmust be approved and

docunented and wi |l beconme part of the Handbook for the

| ocal office. |Inprest Funds that have cash equival ents
such as travelers checks, credit cards, third party drafts,
and netro fare cards and tokens should establish the

same types of controls as required by The Manual

It is intended that the Handbook, including approved

| ocal changes, will be the HUD procedural docunentation
for the establishment and operation of I|nprest

Funds.

1-2. Designations. The Director, General and Program

Accounting Group, Ofice of Finance and Accounting
(OFA) and the Regional Accounting Directors (RAD),
have received del egations fromthe Secretary (HUD) as
aut horizing officials. This responsibility consists of
requesting the Treasury to designate HUD enpl oyees as
| mprest Fund Cashiers/alternates and to request the
revocation of such designations. HUD enpl oyees, so
desi gnat ed, becone extensions of Treasury D sbursing

Oficers (sub-disbursing officers) responsible to Treasury
Oficials for the performance of all duties relating to the

| mprest Funds entrusted in their care.

| mprest Fund Cashi ers/alternates are under the administrative
supervi sion of HUD, however, HUD officials are

not authorized to order themto take any actions prohibited
by Treasury regulations, or which involve their persona
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financial responsibility to Treasury for the |Inprest Funds.

OF 211 - Request for Change or Establishment of |nprest Funds,
will be used by the Authorizing Oficials to request designations
as Cashiers/alternates

1-3. Audits, Reviews, Verifications, and Saf eguardi ng of
| mprest Funds. The Manual defines the genera
requi renents, which are suppl enented by the foll ow ng:

a. Audits of HUD I nprest Funds are performed by the
Ofice of Inspector General (1G and the Genera
Accounting Ofice (GAO. These audits are at the
di scretion of the auditing organization. Al HUD enpl oyees
are required to give full support to audits and the
personnel designated to performthem

b. Reviews of HUD I nprest Funds are perforned by

the Director, OFA, in Headquarters and the RADs in

the Field locations. The Director, OFA and the RADs
are required to make one unannounced revi ew of each

| mprest Fund on an annual basis. The checklist in
Appendi x 1 and the reconciliation formin Appendix 2
will be used to docunment the review. In addition. |oca
managers are encouraged to performreviews as necessary,
to assure efficient and effective operations.

c. Verifications of HUD I nprest Funds are perforned

on a quarterly basis by the Adnministrative Ofice of each
| mprest Fund Cashier. These verifications nust be
performed by the Cashier and an individual independent of
the I nprest Fund Cashier and the |Inprest Fund Cashier's
supervisor. The fund bal ance equals the total of the
cash, repl eni shment checks, reinbursenents pendi ng and
pai d vouchers (total of funds and di sbursenents that

have been reinbursed). The docunentation supporting

the quarterly verifications will be naintained unti
submtted to the Director, OFA, or the RAD, at the tinme of
verification. Copies of the verification docunmentation
will be reviewed for quality and tineliness and will be
made part of the review package.

d. The Inprest Fund Cashiers/alternates should nmaintain
daily controls of the fund and confirmthe total of the
cash whenever a repl eni shnent voucher is submtted.

e. Safeguarding of Inprest Funds consists of procedura
and physi cal safeguards. |nprest Fund Cashiers/alternates
wi Il not be assigned conflicting duties, except as
authorized in witing by the Director, OFA, or the

RAD. Conflicting duties are those of Collection Oficer,
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Certifying Oficer, Procurement Officer, or maintaining



accounting records. In snmall offices, reasonabl e exceptions
shal |l be authorized. The follow ng physical security
requi renents shall be observed

(1) Inprest Funds shall not be established unless adequate
physical security facilities are available. The Director
OFA, and the RADs are responsible for assuring

the adequacy of the facilities before authorizing the
establishnent of in Inprest Fund. Supervisors of |nprest
Fund Cashiers are responsible for maintaining physica
security of established Inprest Funds. Cashiers/alternates
are rem nded of their personal financial responsibility

for funds and are encouraged to assure that the facilities
are adequate at all tines.

(2) Replenishnment checks and cash shall be kept in a safe
or vault, within the office occupied by the cashier. The
safe or vault shall be under the exclusive control of the
cashier and shall have separate | ocking conpartnments or
cash boxes if nore than one cashier uses the facility.

(3) The cashier will assure that energency access to the
fund (key/conbination) is available by placing the

combi nation or a duplicate key in a signed, sealed and dated
envel ope. The envelope is to be held by an appropriate
official such as the Field Ofice Manager or the RAD

where the Inprest Fund is located in a Regional Ofice.

I n Headquarters, the envel ope may be held by either the
Division Director responsible for the Inprest Fund cashier
or the Director, Adnministration and Managenent

Staf f.

(4) If it becones necessary for the envel ope to be
opened to gain access to the fund, at |east two enpl oyees
nmust be present. Wen access to the fund is gained,

the enpl oyees shall jointly verify the fund bal ance and
sign off on the reconciliation form (Appendix 2).

When t he envel ope has been opened, the | ock/comnbination
must i mredi ately be changed.

(5) At least quarterly, the cashier will verify that the
envel ope has been nmi ntai ned unopened. The | ock/conbi nation
must be changed at | east annually. It nust also be

changed whenever energency access occurs and whenever

there is a change in cashiers.

1-4. Shortages and Overages in Inprest Funds. The cashier

is personally responsible for any shortages, and, if directed,
nmust restore any | osses for which held |iable.

The general requirements for handling shortages and

overages are found in sections 5 and 10 of The Manual

The Manual reference to "designated agency officials"

shal |l be construed to nean the Director, OFA, and the

RADs.

a. Determination that a shortage exists. The cashier or
ot her person that determi nes a shortage exists, shal



i mediately notify the Inprest Fund supervisor. The
supervi sor and the cashier (or other designated enpl oyee)
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shall jointly verify the shortage by perform ng a
reconciliation.

b. Upon verification of a shortage. The supervisor nust
prepare a witten notification of the shortage for the
signature of the Division Director admnistratively
responsible for the Inprest Fund cashier. The witten
notification will be sent to the RAD when the shortage is in a
Fi el d/ Regional O fice Inprest Fund and to the Director

OFA, when the shortage is in a Headquarters | nprest

Fund. The Director, OFA/RAD, shall be tel ephoned as

soon as a shortage is verified and within 24 hours witten
notifications nmust be prepared and sent. A copy of

the notification nust be given to the cashier to support
his/her tinely reporting of the shortage.

If fraud or theft is suspected, the Inspector General or
Regi onal | nspector General, whichever is appropriate,
should be notified i mediately. Oherw se, an independent
adm nistrative review should be initiated. Larger

| osses and repetitive occurrence should be referred to
the Director, OFA or RAD, for an adnministrative

review by a higher level official and could result in
stronger adm nistrative action

c. Designated agency officials nust take the foll ow ng
actions upon receipt of the notification of a shortage:

(1) Authorize the preparation of a voucher for the
anbunt of the loss to restore the Inprest Fund. Support
the voucher with a copy of the notification and classify
the voucher as a m scell aneous adm nistrative expense.
RADs nust notify the Director, OFA, when this action

is taken so that these actions can be tracked.

(2) The RAD will:

(a) Notify the Director, OFA, for the purposes of tracking
and satisfying any additional reporting requirenents.

(b) Restore the Inprest Fund shortage by charging
agency appropriation and establishing a receivable.

(c) Maintain followup with the investigation and
prepare the final report to the Director, OFA which will
include an investigative sutmmary and a recomended
action.

(3) The Director, OFA wll:



(a) Restore the Inprest Fund shortage by charging the
agency appropriation and establishing a receivable.

(b) Track all reported shortages through disposition and
followup with the | G on Headquarters shortages.

(c) Prepare a final report, including an investigative
summary for Headquarters shortages.

d. Inspector General Notify the Director, OFA or RAD,
of the results of the IGinvestigation.
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e. Cear Loss. The loss nmust be cleared as required by
The Manual. The cashier can be required to replace the
funds. If the loss is less than $500, the cashier can be
cleared of liability by administrative action. For |arger
anounts, a request for relief can be subnmitted to the
General Accounting Ofice. The handling of this debt
falls under the policy and procedures of the Delinquent
Debt Col | ecti on Handbook, 1900.25 REV-3 .
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