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      Management of Cash Resources 
Introduction 

1. The purpose of this circular is to provide policies related to the management of cash resources in UNICEF offices including those in emergencies or in exceptional circumstances. 
Financial Authority and Definitions
2. UNICEF Financial Rule 111.7 (a) states that “All disbursements shall be made by cheque or bank transfer except to the extent that cash disbursements are authorized by the Comptroller.” There are three groups of cash accounts to consider for authorization, namely: Petty Cash (PC), Special Cash (SCA) and Cash-On-Hand Account (COHA). Refer to FC 9 rev.3 for an overview of these accounts.
3. Cash resources in UNICEF offices comprise balances in all bank and cash accounts (i.e., PC, SCA and COHA).
4. The management of UNICEF’s cash resources encompasses forecasting, disbursing, replenishing and safekeeping. For effective management of cash resources, an office must maintain balances, which while meeting the office needs do not expose UNICEF to risk, namely: staff security, foreign exchange variations, bank failure, change in the country’s fiscal policies and controls (e.g. nationalization of bank) or loss of interest income.  

Financial Responsibilities and Accountability

5. Heads of Office are accountable for management of cash resources including its custody. Therefore, if a Head of Office delegates responsibilities and authority to a staff member, the Head of Office retains the accountability. 
6. Staff entrusted with the management of cash resource responsibilities including designated custodians are accountable for the regularity of their actions taken in the course of their official duties (Rule 103.1), within the boundaries of UNICEF’s financial regulations and rules.  

7. Regional Offices are responsible for supporting and advising country offices in their respective region, and therefore they must ensure that they are fully informed of cash resource related issues and solutions. 
Forecasting for Local Cash Requirements
8. UNICEF offices must review their cash requirements regularly (at least monthly), reflecting on the offices’ anticipated receipts and disbursements.  For this purpose, please refer to the template and example of a rolling cash forecast model provided in the attached Guidelines- Management of cash resources.

9. UNICEF offices must replenish their cash resources in instalments that they can readily spend. As a general rule, an office’s aggregated cash resource balance (US$/EURO/LC) should not exceed the equivalent of two (2) weeks disbursement requirements; for larger offices
, one (1) week only.  While this may necessitate more frequent transfer/conversion, it helps protect UNICEF against foreign exchange and staff security risks (see para. 4 above). 
Sources of Cash 
When Banking System is Available and Functional

10. Standard procedures apply where offices work through authorized bank accounts operated by designated signatory panels. However, office needs may necessitate the establishment of additional ‘cash’ accounts depending upon local requirements (e.g. PC, SCA and COHA). Refer to FC 9 rev.3 for requirements.  

11. Currency conversion must be negotiated at the best exchange rate with their authorized bank only. If other banks consistently offer a better rate, the office should consider changing bank.
 When Banking System is NOT Available or NOT Reliable
12. Exceptional circumstance procedures apply when offices have to work more with ‘cash’ versus a bank through authorized cash accounts maintained by designated custodians.  In such circumstances and to minimize staff security risk, offices should consider contracting a third party service provider (e.g. commercial businesses, banks, courier, money merchants or cross border-facilities) for obtaining and transporting ‘cash’. To that effect, offices must survey all available options, assess risks and recommend the best option(s) and related procedures to the Head of Office.  When establishing multiple custodians for SCA, the procedures must also include the justification, duration and liquidation period.
13. The risk assessment should cover ethics, safety, security and benefits of each of the proposed options. The Head of Office must make the decision in consultation with the Regional Office. 
14. The contract for the third party service provider must contain clear terms and conditions to protect UNICEF against inherent risks and disputes.  For this purpose, please refer to the model agreement provided in the attached Financial Guidelines 2005/01 - Management of Cash Resources.

15. Currency conversion in unofficial currency markets could expose staff and UNICEF to risk. In such circumstances, the office in collaboration with other local UN agencies must establish and document (1) the exchange rate used in the Office and (2) the procedure to obtain banknotes (cash). The office recommended exchange rate (as an alternative to the UN official rate) must be submitted for approval, in advance, to DFAM Finance to support local disbursements.
Handling and Safekeeping of Cash

16. UNICEF offices must take precautions to minimize risk to staff and to the Organization. To that effect, offices must carefully plan all movements of ‘cash’. Staff security must never be compromised or put at risk.  Information regarding the movement of cash must be restricted to the minimum and knowledge of cash transportation should be on a “need to know” basis only.
   For this purpose, please refer to the “dos and don’ts” in cash operations provided in the attached Financial Guidelines 2005/01 - Management of Cash Resources.

17. For their own security, UNICEF staff should not transport ‘cash’.  If unavoidable, the Head of Office must document the staff risk involved, informing the Regional Office. Furthermore, UNICEF offices are not permitted to transport cash on UN aircraft when UN staff members are passengers
. 

18. In offices where security conditions are elevated, the Head of Office may consider expanding the third party agreement to include disbursements.  This transfer of responsibility will help further minimize the need to keep cash in the office, thereby reducing exposure to theft and staff security risk. 
19.  If the office cannot identify a suitable third party as described above, and has to keep cash in the office, then it must be through an authorized cash account (FC 9 rev.3 refers). In such instances, the office must keep cash balances to a minimum and put in place all requisite storage and security arrangements. 
Monitoring and Oversight  

20. UNICEF Offices must monitor and assess the effectiveness of its management of cash resources including financial emergency preparedness. For this purpose, please refer to the checklists and meaningful indicators provided in the attached Financial Guidelines 2005/01 - Management of Cash Resources.

21. UNICEF Offices must continuously monitor the local conditions, which warranted its resorting to the exceptional use of ‘cash’ i.e. SCA and COHA.  As soon as the conditions returns to standard e.g. the banking system becomes functional and reliable, the office must revert to standard payment procedures i.e., cheque or bank transfer. 
22. UNICEF Regional Offices must monitor cash resources management in their respective region, especially those offices in emergencies and exceptional circumstances.  
Implementation

23. This circular takes effect immediately.  
Other Document on the Matter
Please refer to Financial Guideline 2005/01 - Management of Cash Resources enclosed and available on the Finance & Administration site under the keywords ‘banknotes, bank accounts or cash accounts and cheques ’. (Document CF/DFAM/FG/2005-001 dated 25 February 2005).
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�  In this circular, large office refers to those with local monthly disbursements exceeding US$ 1 million. 


� Refer to the “Best Practices for Offices Using Banknotes”, Office of the U.N. Security Coordinator, October 1998, available on the Finance & Administration site under the keyword “banknotes”.


� Refer to UN Treasury Memo entitled “Transportation of banknotes in UN aircraft”, May 2002, available on the Finance & Administration site under the keyword “banknotes”. 
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