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THE WHITE HOUSE
WASHINGTON

June 26, 1980

MEMORANDUM FOR THE PRESIDENT
FROM: RICK HUTCHESON EL

SUBJECT: MEMOS NOT SUBMITTED

1.

SECRETARY MUSKIE forwarded for your information an
interagency task force report concerning U.S. policy
on the protection of the world's tropical forests.
NSC advises that no decision is required, and
recommends that you not read the memo at this time.

DAVID AARON forwarded comments from Secretary Brown
on a press release from Governor Matheson opposing the

MPS basing mode for the MX. Forwarded to Gene
Eidenberg.

- JIM MCINTYRE sent you an information copy of his

memo to heads of departments and agencies on controll-
ing end-year buying.

JIM MCINTYRE sent you the report of the Federal Cash
Management Project. "The more than 80 improvements
that resulted from (the project) will save the govern-
ment over $450 million in annual interest costs ...

The Project also developed the cash management tax
initiatives that will yield annual interest savings

of more than $695 million when fully implemented. These
proposals, which were included in your FY 80 and

FY 81 budgets, will also provide a one-time accelera-

tion in budget receipts of $12.9 billion over the next
three fiscal years ..."

CAB DECISONS. Dockets 35385, 35416, 33719 either
issue or transfer foreign air carrier permits for
various airlines. Cutler and all agencies concur.

Electrostatic Copy Made
for Preservation Purposses
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MEMORANDUM
THE WHITE HOUSE
WASHINGTON
MEMORANDUM FOR: THE PRESIDENT
FROM: DAVID AARON
SUBJECT: Task Force Report on U.S.

Tropical Forest Policy

Attached for your information is a memorandum from Secretary
Muskie forwarding the report of an interagency task force
concerning U.S. policy on the protection of the world's tropl—
cal forests. ,

No decisions are requlred at this time. A decision memorandum.
on spec1f1c follow-up steps to the task force report w1ll be
forwarded in the near future.

I do not recommend that you read it until the more substantlve
memorandum arrives here.
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THE SECRETARY OF STATE
WASHINGTON

June 18, 1980

-~ URCLASSIFED

MEMORANDUM FOR: The President
From: Edmund S. Muski@M

Subject: Transmittal of U.S. Tropical Forest
Policy Report

In your Environmental Message last August you high-
lighted the rapid disappearance of the world's tropical
forests as a major global environmental problem. To help
mobilize a broad-based domestic and international response,
you called for a report by a Federal Interagency Task Force
on "specific goals, strategies and programs the United States
should undertake" to promote the protection and wise manage-
ment of the world's forests.

I am pleased to transmit the Task Force report: The
World's Tropical Forests: A Policy, Strategy, and Program
for the United States. It was prepared by an interagency
body comprised of representatives of 15 Federal departments,
agencies and councils, and co-chaired by the Department of
State and the U.S. Forest Service. It has been formally
cleared by all U.S. agencies concerned. The study was carried
out in close cooperation with a large non-governmental work-
ing group representing environmental and university interests,
and also with industry's National Forest Products Association.

The Task Force concluded that the world community is
indeed confronted by serious problems and risks arising
from the rapid, unchecked destruction and degradation of
tropical forests. 1Its report describes the immense value
of this important resource to mankind; and stresses the
vital stake the United States has in tropical forest protec-
tion and improved management, this despite the fact that we
possess less than 1 percent of the world's total acreage.
The report includes: (1) a general statement of policy to
articulate this Nation's commitment to improve tropical
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forest management; (2) a set of goals for the United States
and other nations to pursue in the near, medium and long
term; (3) a series of broad domestic and international
strategies for the U.S. public and private sectors to follow;
and, (4) a program framework to guide United States insti-
tutions in planning and focusing their tropical forest
activities.

Your Environmental Message also called upon the State
Department to work closely with the Department of Agriculture,
the Council on Environmental Quality and other Federal agen-
cies to promote a coordinated international attack on tropical
deforestation. As the direct result of a U.S. initiative,
the United Nations convened a meeting of international experts
in Nairobi last March where agreement was reached on the first
steps toward an integrated global action program on tropical
forest management. It is particularly noteworthy that the
international experts strongly endorsed the statement of
goals presented in the Task Force report, which we described
in Nairobi to help shape the discussions and recommendations.

In a variety of recent international meetings we have
observed a rapid emergence of worldwide concern about the
tropical forest loss problem, and a strong desire by govern-
ments to find solutions. As emphasized by the Task Force,
continued strong U.S. leadership at this point is critical if
the international community is to mount an effective response.

The Task Force was encouraged by the number of U.S.
public and private institutions that have begun to implement
new tropical forests policies and activities. If these
efforts can be strengthened, consolidated, and carried out
within the framework of the unifying policy and strategy
proposed in the report, then the U.S. will be in a strong
position to help stimulate and assist the community of
nations to protect and rationally utilize this vital but
undervalued resource.

You will soon be receiving from me a Decision Memo-

randum on follow-up by the Administration to the Task Force
report.

Attachment:
Interagency Task Force Report on Tropical
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THE WHITE HOUSE

WASHINGTON

INFORMATION June 24, 1980

MEMORANDUM FOR: THE PRESIDEN

FROM: DAVID AARON

SUBJECT: . Governor Matheson's Press Release
on MX

Harold Brown has sent you a memo summarizing and critiquing
a recent press release in which Governor Matheson declares
himself against the horizontal MPS basing mode for MX.
Harold's memo is pretty much on the mark -- though I would
add the following points:

-- Matheson's position has been publicly known for
some time -- his press release is unlikely to be played up
as big news.

~- Van Cleave's vertical silo proposal has no dash
posture to guard against schemes for determining which shelters
have missiles.

-- Matheson's second proposal involves hardening and
defending our current silos. However, effective ABM protection
is prohibitively expensive unless the Soviets must attack
many more aimpoints than we must defend. It would require
abrogating the ABM treaty and unleash an offensive and defensive
arms race.

-- Deploying MX on submarines means putting all our
survivable missiles at sea -- an ASW breakthrough could make
all our missiles vulnerable. Harold says this -- but "Triad"
is a codeword for a consideration we must explain more directly.



}778

THE SECRETARY OF DEFENSE

WASHINGTON, D.C. 20301 W 5
17 JUN 1980 \w :

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Governor Matheson's Press Release on M-X

On 16 June Governor Scott Matheson of Utah issued a press release
(attached) concluding with the statement, "I must declare that I
cannot support deploying the M-X missile system in the proposed
horizontal multiple protective structures'. His major points, and
my comments, may be summarized as follows:

-- The DoD and the Air Force have not been open and timely
in dealing with the public. (We have given them all the
information we had as soon as practical after we had it.
I informed you recently of our very intensive public
relations campaign.)

-- We have been slow in setting up impact aid and have
ignored lessons from Trident. (We have specifically
examined Trident experience; the only '"impact aid" we
have provided to date is planning money for Nevada and
Utah.)

-- A new missile system is needed because of impending
Minuteman vulnerability. (Agree.)

-- IOC of 1986 and FOC of 1989 are not timely. (I disagree.
Sooner would be better, but the programmed strength of
the other legs of the Triad give us time in the 1980's
to do the job right.)

-- The dates will probably slip because of litigation and
the land withdrawal process. (Self-fulfilling prophecy.)

-- Strongly impressed by proposal by Professor William
Van Cleave of University of Southern California. Would
build "hundreds'" of vertical shelters in present Minuteman
areas, canisterize Minuteman III, and have an MPS system.
New M-X missile would be added when available. (I am
disturbed by Governor Matheson giving rave reviews to a
major defense advisor to Governor Reagan. This concept
has been studied for years 'and we see no advantage.
Winter weather in existing Minuteman areas would inhibit
both construction and operation of MPS. Thousands of



shelters would be needed, not hundreds. Productive
farmland and homes would need to be taken, leading to

an even more complex and. lengthy environmental review.
Far from saving time to deployment, I believe this
proposal would take longer 'to implement than our planned
M-X system.)

-- Favors pursuing ‘ballistic missile defense of fixed silos.
(BMD is a high technology, high risk approach; we have
no confidence that it can successfully defend Minuteman
fields. Additionally, it would require abrogation of
the ABM treaty to defend meaningful numbers of silos.)

-- Would accept some new silos on military land in Utah.

-- Would push work on the small submarine concept (SUM).
(We have not identified any advantage over Trident and
do not believe it maintains the Triad.)

I will keep you informed of further developments.

MM

Attachment



STATEMENT BY GOVERNOR SCOTT M. MATHESON
MONDAY JUNE 16, 1980

In September of 1979, President Carter announced his proposal
to deploy the M-X missile system on the land in horizontal multiple
protective structures. He indicated that he had charged the DOD
and the United States Air Force with the task of achieving initial
operational capability of that system no later than July 1 1986.

He also noted that the most likely site for deployment of the M-X
missile system was in the Great Basin Desert Valley of Utah and
Nevada.

Since that time, the citizens of Utah and Nevada have been
confronting a daily and continuing stream of’information and mis-
information, claims and counter-claims, estimates of impacts and
denial of impacts from opponents and proponents of the M-X system.
THe M-X proposal coupled with these conflicting viewpoints have
raised substantial concerns among Utahans.

As Governor of the State of Utah, I have attempted to see to
it that our decision regarding possible M-X deployment are made in
the full glare of public scrutiny and based on factual information
regarding the need for the M-X system and the true magnitude of its
impact. To this end, I have spent an increasing proportion of my
time becoming personally informed about national security issues,
the survivability of our present strategic deterrent capacity, Soviet
warmaking capability and intentions, strategic arms limitations
proposals, as well as the specifics of the administrations proposal
for M-X deployment. Based upon those reviews the continuing flow
of information, Congressional hearings, M-X town meetings, the M-X

debate held at Salt Lake Symphony Hall, and the views of thousands



of citizens who have written mé'about this issue, I now wish to make
clear my position on the present M-X proposal.
From the outset, beginning with Congressman McKay's hearing

at Cedar City in November of 1979, I have insisted upon two funda-
mental ground rules. The first is that the present administration
which proposed this weapon system to solve a perceived problem of
strategic imbalance must bear the burden of proof in demonstrating

1) that a new weapon system is needed; 2) that the baéing mode pro-
posed for the‘system is the best of many options, the one most likely
the achieve the Nation's strategic objectives; and 3) that the deploy-
ment area suggested be capable of handling the impacts of the proposed
system. The second ground rule is that I have insisted on an arms
length relationship between the State of Utah and the United States
Air Force to permit us to perform a professional, independent
crituque and evaluation of the proposal made by the Administration

and the Air Force, in particular.

The arms length relationship has worked reasonably wel%)

/X&though I believe that the State of Utah (and Nevada for that matter)
has been ill-served by the general unwillingness of the Air Force to
promptly and candidly share all of the information which is in their
possession about the M-X missile system and its impact. Indeed
process failures on the paft of the Air Force are many and substantial
ranging from such matters as long time delays in furnishing requested
information, and refusal to furnish information justifying a sharply
reduced estimate of construction labor force to the incredulous propo-
sition that the Air Force can perform a professionally competent
environmental impact analysis on M-X deployment in Utah and Nevada

--—- Texas and New Mexico within a time period of less than a year.
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Indeed as of today's date, only five weeks away from the scheduled
issuance of the draft Environméntal Impact Statement, some sub-
contractors needed for the performance of specific components of
this environmental work have not yet started to work.
In addition, the Administration has not seriously addressed
the problem of setting up mechanisms to handle M-X impacts. They
have ignored the lesson learned from building the Trident submarine
base in Kitsap County, Washington and have failed to establish
streamlined procedures to facilitate impact assistance for the
enormous impacts which would stem from M-X deployment. 1In fact,
it appears that a strategy of minimizing the impact of M-X has
emerged. This strategy, however successful in the short run, will
inevitably backfire as more facts become known and as the enormous
consequences of this basing mode are understood.
It is tempting to dwell at length on the process failures
since they are pervasive and have posed serious difficulties for
the State of Utah, and our cities and counties, in our attempt to
comprehend the total impact of the proposed system. However, in
spite of these failures and what they imply regarding the seriousness
with which the Administration has addressed the objectives of keeping
the public informed and facilitating informed Congressional decision
making I want to talk primarily about the substantive issues associated
with the M-X missile system. I firmly believe that the fundamental
questions about deploying the M-X missile system must be decided
along substantive lines in response to the following key issues.
First, is there an imbalance in the strategic deterrent forces
of the United States and the Soviet Union which requires correction?
Second, is the proposal from this Administration the best way

to address such perceived strategic imbalance?
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Extensive and careful examination of the first question
including lengthy discussions Qith many leading national experts
on all aspects of strategic warfare and national defense have led
me to the inescapable conclusion that the United States has entered
a period of significant deficiency regarding its strategic deterrent
capability. The Soviet Union has invested so much of its resources
in the development and deployment of increasingly accurate, powerful
missiles that our land-based missiles, the Minuteman II and III,
(together with a few older Titan missiles), are either now or shortly
will be vulnerable to a Soviet first strike. This vulnerability is
entirely a function of significant breakthroughs in Soviet missile
accuracy and staggering increases in the number of Soviet missiles
and warheads which can now be targetted on our strategic forces.

I recognize that the vulnerability of our land based missiles
does not translate directly into immediate fear of nuclear war.
However, I am persuaded that failure to respond to the vulnerability
of these land based missiles will free the Soviet Union to concentrate
on means of attacking the deep water submarine launched and bomber
launched or air breathing components of the strategic Triad. My
analysis has led to the conclusion that the United States needs to
develop a strong response which promptly and significantly increases
the survivability of our strategic forces. I also strongly believe
that the increasing age and relatively smaller size and warhead
capacity of the Minuteman system requires the continued development
and deployment of a new far more capable missile than Minuteman III

a desc}iption which the M-X missile appears to fill admirably. The
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critical question then becomes how to make this new strategic
missile survivable against an increasing Soviet threat.

The Administration's proposal is to provide for missile
mobility on the land among multiple aimpoints for protective struc-
tures requiring the enemy to target many structures in order to
destroy one missile. In theory, this concept may be workable
provided that the United States is prepared to enter into a race
with the Soviets in which we try to build protective shelters
faster than they can build missile warheads. Administration pro-
ponents of the M-X system argue that we can do so but I am not
fully persuaded of the reasonableness of that assertion. Many
members of the scientific commynity believe the Administration's
proposal adds little or no survivability to our strategic force.
Nevertheless, even if one accepts the Administration's assertion
that we are prepared to engage in such a race where we build missile
garages while the Soviets build weapons, I believe the proposed
system is fatally flawed for two very important reasons. First,
and most critical, even assuming the best possible timetable for
M-X deployment with no delays associated with the environmental
impact statement and potential litigation associated with it, the
land withdrawal process or construction delays associated with such
a massive system it will be at least mid-1980 before the first ten
M-X missiles are deployed in 230 shelters. Because the Soviet Union
has so many warheads this will result in only an insignificant increase
in the survivability of our strategic land based missiles. It will
be 1989 before the total system as proposed is deployed, a date which

is almost sure to slip, probably by several years. Peculiar arithmetic



stemming from the large and gréWing number of Soviet warheads and

thé proposed number of protective structures means that it is not
until the M-X is almost fully deployed that we will have any signifi-
cant increase in survivability of our land based missiles. Thus, from
now in 1980 until 1990 or later the issue which drives us to build the
M-X system, a threat to the survivability of our land based missiles,
will not be addressed. The M-X system as proposed simply does not meet
the critical test of timeliness.

Second, it is quite possible the present M-X deployment scheme
will be obsolete before it is completed, technology is moving at
a rapid pace. US strategic measures are followed quickly by Soviet
countermeasures in a pattern'which seems to be shortening the life
cycle of new weapons systems. The M-X system, as proposed, relies
almost totally on deception by hiding the missiles among many
shelters. If deception failed to work adequately in our open society,
we will inevitably see movement to increase security in the development
area or to build an anti-ballistic missile defense system, or both.

The net result of these factors is that the 4600 shelter, 200
missile, $35B system is highly likely to grow in sizg)cost, complexity,
and thus, impact. In spite of these problems, the Administration
apparently has developed no workable alternativeé to its own pro-
posal.

Because I believe in a strong national defense, and because
I am persuaded that Minuteman vulnerability is a real issue, I believe
that we must seriously consider alternatives to the Administration's
proposél. I am impressed by several options which I believe deserve
serious attention from the Congress. The first is a proposal largely

credited to Professor William VanCleave, DIrector of Defense and

Strategic Studies at USC. His proposal is to begin immediately
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to build hundreds of additional vertical Minuteman type silos in
the existing multistate deployﬁent area for the Minuteman system
and to simultanesouly begin converting Minuteman III missileézggbile
canisterized weapons which could be moved among these multiple aimpoints.
I note that the present Minuteman deployment area now has fully developed
support facilities and systems such as air bases, Air Force personnel,
commynication systems, road networks, and the like. Relationships with
adjacent communities should be relatively stratightforward since these
communities have b@en accustomed to the presence of Minuteman bases
and launchers for over 20 years. Indeed, elected officials from
throughout the Minuteman deployment area have recently written to
the Air Force indicating how much they have enjoyed the benefits
of the Minuteman system and the positive aspects of the community
relationships which it has engendered.

Dr. VanCleave estimated in testimony delivered in May to US
Senate Appropriations Subcommittee that the entire US stockpile
of some 700 Minuteman IIIs could be modified and deployed in about
three years. If accompanied by rapid construction, austere vertical
shelters he believes that the system could be entirely in place by
about 1985, well before the likely initial operating capability of
the first ten M-X missiles. He further indicated that this alter-
native proposal had been estimated by a defense science board panel
to shave about four years and $15B from the present M-X basing
proposal.

Dr. VanCleave also proposes continuing the engineering development
and construction of the M-X missile which is a view that I strongly
share. Not only will the M-X missile fit within the vertical silos

built for Minuteman, but as the Minuteman system ages the M-X missile
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will replace it. Additionallylduring the next several years,
continuing analysis could be given to the need for other possible
basing modes for the M-X missile without foreclosing the option for
basing some portion of the system as now proposed.

This proposal appears to me to have several advantages.

First and foremost it is said to address our urgent national
security needs fare more promptly than the Administration's proposal.
Second, it is apparently less costly. Third, it is far less dis-
ruptive to the deployment area, both environmentally and sociologically
since it builds upon existing operational facilities and personnel
thus obviating the need to build additional costly facilities.

I also wish to stress that this option would also permit the
deployment of some Minuteman III and M-X missiles within the state
of Utah. They could be placed in vertical silos built on land already
under military control in the West Desert in Utah and serviced
from Hill AFB. I have consistently stated that the citizens of Utah
are very patriotic and although having sacrificed as much if not
more than the citizens of any other state are willing to do their
fair share by accepting some reasonable proportion of an expanded
Minuteman-M-X vertical system under this option.

Closely related to this proposal is a suggestion that we con-
tinue to rely upen very hard vertical shelters protected by anti-
ballistic missile defenses. This option supported by several defense
analysts and decision makers including Senator Garn of our own state
essentially rejects the idea of trying to match eacgegoviet warhead
with a US missile shelter. Recent dramatic technological advances

suggest that it is now quite feasible to successful defend fixed silos
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with anti ballistic missile (ABM) systems. The new M~X missile
could be "stuffed" into existing silos as it comes on line and
additional new vertical silos could be built to accommodate M-X
missiles with the total number of missiles sized to meet the
Soviet threat.

Each of these land based options deserves serious analysis
and measured consideration by the Congress. Accurate and unbiased
estimates of the relative cost, speed of deployment, survivability
and impact need to be presented for rigorous public scrutiny and
debate. We must not blindly rush to embrace any one land based
mode when the stakes, including cost and impact are so great.

Still another option which I think should continue to be
vigorously addressed by the Congress is the proposal largely
attributed to Doctor Sydney Drell and Dr. Richard Garwin for a
shallow underwater mobile submarine or SUM. The SUM proposal also
has the apparent advantage of responding to the critical issue of
timeliness in deploying additional survivable missiles since each
submarine deployed with its missile adds immediately to the total of
survivable US strategic forces. If the entire 200 M-X missiles were
to be deployed in submarines, the system would probably equal the
cost of the land based M-X system but would have the added advantage
of not disturbing the land or the communities adjacent to where the
system will be deployed. While I recognize that there are concerns
about the long term survivability of submarine based missiles, it
seems to me they are no more serious than those associated with any
componentes of the Triad. In addition, a relative large number of
small submarine poses an entirely different warplanning problem
for the Soviets than attacking deep water submarines, bombers and

cruise missiles, or land based missiles. Thus it represents a
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very effective alternative detérrent in my judgement and may not
represent an abandonment Triad.concept.

In summary, I do not believe that the Administration has met
the burden of proof in demonstrating that the M-X missile basing mode
which they propose is deployable in a timely fashion. I do not
believe it is the best basing mode and it is not appropriate for the
Utah/Nevada deployment area. I call upon the President and the members
of Congress to respond directly to these concerns.

I want to make one final comment about the proposed basing of th
M-X in Utah and Nevada. Several people have asserted that the concerns
which we have previously expressed regarding M-X deployment have been
narrowly and pariocheially based in a desire to preserve Utah and Nevada
from the ravages of this unwanted and unwarranted federal largess.
The question is far broader than that. National security can be
definted in many ways. It can be defined in terms of the number of
nuclear devices which exist in our stockpile. It can be measured
in conventional weapons and the force readiness of the Army, Navy,
Marine Corps, and Air Force, an area where we are critically deficient
and where any cost savings from M-X could be usefully invested.
In fact, it is my opinion that this Nation must promptly address
the need to rebuild an refit our conventional forces. They are
in shocking condition. Since the nation cannot afford unlimited
expenditures for defense priorities must be set and our conventional
forces deserve the highest priority.

But national security can also be measured in terms which are
critiéally important to the Nation and to the State of Utah, such

as energy independence and production of strategic material.



West, in general, and Utah specifically, have been proposed as the
target area, not only for M-X but for coal development, construction

of large, coal-fired electrical generating plants, such as IPP, the
development of synthetic fuel from tar sands and oil shale and the
development of critically needed strategic materials such as berrylliump

aluminum, molybdenum, and the like. Utah has a finite capacity to bear

the burdens and demands of large scale development. We have only a

finite amount of water and we cannot manufacture more., Our labor

force and mechanisms for developing capitol have limits to their

capacity. Our cities and towns have limits to growth. In my

judgement, this Administration has not carefully thought through

the implications of the competing demands on Utah resources which it

is simultaneously presenting through a variety of largely uncoordinated
national

policies. Utah can and will play an importantﬂsecurity role, but I

believe it should play that role primarily in terms of helping achieve

energy independence -- not as a location for the deployment of a strategic

weapon system with such enormous impacts. This is a judgement which

I have reached after long and serious soul-searching.

I am grateful to the members of our Congressional delegation for
their hard work in attempting to limit the amount of the M-X system
which might be deployed within Utah and Nevada. However, I believe
that the currently proposed split basing limitation does not go far
enough since it does not address the fundamental issue of timeliness
Furthermore, it is not a final answer since this Congress cannot bind
next, the Air Force is still saying that split basing will cost billions
more and the Secretary of Defensehas recently reiterated his opposition
to split basing.

Inasmuchas the Administration M-X basing proposal has not met

the burden of proof test and cannot be fully operational until the



late 1980s or early 1990s, I, therefore, must declare that I cannot
support deploying the M-X missile system in Nevada/Utah in the
proposed horizontal multiple protective structure.

The requirements of our federal system impose special responsi-
bilities. As citizens of Utah we are concerned for the way of life
we have come to cherish and we are committed to preserving it.

As citizens of the United States we are concerned with the security
of our Nation and we are prepared to do our part to defend it. When
as complex and demanding as national defense are involved, these

two commitments are inseparable. For on issues such as M-X, we msut
give effective voice to our immediate conccerns while at the same
time educating ourselves to the wider aspects of policies whose
consequences extend across states and across generations. Only in
this way can we participate effectively in the crucial decision

that will shape our future, as citizens of our state, and as citizens
of our Nation. It is within this context that I present my views

to you today. Thank you.
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' EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON D.C. 20503

June 24, 1980

OFFICE OF
THE DIRECTOR

MEMORANDUM FOR THE PRESIDENT
. _ _ .
FROM: JIM McINTYRE %M/

SUBJECT: Controlling Year-End Buying

Attached copy of memo is FYI.

Attachment



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
- WASHINGTON, D.C. 20503

JUN ¢ 2 100U

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Controlling Year-End Brjying

As we enter the last quarter of fiscal year 1980, I ask you to make sure that we
continue to use public funds wisely by avoiding unnecessary year-end buying. 1
cannot overemphasize that prevention of unneeded or unwise Federal Government
. spending is an essential part of our efforts to control inflation. Public funds will
be used only for necessary program purposes, and will not be obligated solely to
commit funds before they lapse. Good procurement practice used to insure that
- fair and reasonable prices are paid by the Government will not be dlsregarded in an
effort to obhgate funds quickly.

Please issue 1nstruct10ns to your contract and program offices assuring that:

-- Obligations for the fourth quarter of the fiscal year are no higher than for
the third quarter, except where seasonal requirements, essential program
objectives, or procurement lead-times justify a higher level, or where
more money is needed to restore program -"slippages to approved levels;

-- Purchases are not made to avoid what otherw1se would be an outlay
shortfall;

—-  Grants are subjected to rigorous review and are not made just to keep
-funds from lapsing; and

-~ Orders for services, supplies, materials, and equipment are not more than
are needed to meet approved program objectlves '

(1) The instructions wrll require that the followmg be closely controlled and
the need reevaluated and clearly justified:

o Procurement of additional hours of service or items of sﬁpply or
equipment that were not in the original procurement request
with funds that would otherwise lapse.

- o Purchase of addmonal items or services not contained in the
original procurement request or contractor proposal, with funds
negotiated out of contractor's proposals or those available
because estimated funding needs were in excess of the funds
actually required..



(2)

(3)

(4)

(5)

(6)

()

(2)

(9)

o  Exercising of options, orders against basic ordering agreements
or requirements-type contracts, or the funding of the later years
of a multi-year contract.

0o Adding funds to Government Owned Contractor Operated,
Federal Contract Research Center, Federal Funded Research
and Development Center and other such ongoing contract types.

Funds obligated to cover unpriced items, such as spare parts or data will -
not be in excess of the current best estimate of need for those items. In
addition, those in excess of the original procurement request must be
clearly justified.

Funds will not be obligated for requirements-type or task contracts in
excess of anticipated needs based on projections of prior use.

Letter contracts should be closely monitored. Funds will not be obligated
for letter contracts in excess of that allowed by regulations,- nor will
letter contracts be used as a vehicle to obligate funds that would
otherwise lapse.

When contracts are modified or change orders issued to increase level of
effort or procure additional tasks, items or services, the additional
requirements must be validated. The subcontracting of substantial parts
of such modifications, change orders or tasks may indicate contracts are
being used as vehicles to avoid competition.

The procurement of consultant services and modifications of current.
consultant contracts will be reviewed for comphance with OMB Circular
No. A-120, April 14, 1930.

Purchases or orders for administrative supplies or services, such as office
furniture, supplies, or renovation will not be approved unless planned in
advance or needed to meet an emergency.

Purchases by or orders from central procurement offices, such as the

General Services Administration and the Defense Logistics Agency, or off
the Federal Supply Schedule will not be in excess of current ut1hzat10n
factors and optimal inventory levels.

Procurements will not be divided just to come within small purchase
procedures. However, this will not be construed to prohibit breakout of
items for small or minority procurements. :



Good procurement practice and accountability requires that:
1. A cost or price analysis be made for all contracts.

2. All non-competitive proposals be audited or audit information be
obtained, unless reasonableness of price can be established clearly by
other means. N

- 3.  Negotiation, where applicable, will be conducted prior to contract

award -- certification of current cost or pricing data will not be used
as a substitute for pre-award price negotiation.

4. "Unsolicited" proposals must be unsolicited and will not be accepted
unless truly unique or innovative and award will not be made sole
source if other sources are available. .

Each agency will issue instructions that require a close review of end-of-year
purchases by responsible reviewing authorities. = Inspector General, audit,
management, and the general counsel's staff should ensure that end of-year
purchases are not made merely to obligate funds before they lapse. The review
should also ensure that awards are necessary and conducted in accordance with
good procurement practice, and that contract prices are reasonable.

Within 30 days the head of each department and establishment ‘will report to the
Office of Federal Procurement Policy action taken to implement the provisions of
this memorandum. The procedures for the review of end-of-year purchases should
also be included.

Those responsible for review of procurement and grant actions (e.g., contracting
officers, program officers, legal counsel, auditors and Inspector General personnel)
should consider instances of noncomphance with this memorandum to be an
indication of waste.

I count on your full cooperation and personal attention in'implementing this
memorandum to save the taxpayers as much money as possible and to support the
President's fiscal objectives.

Jdmes T. Mclntyre, Jr.
irector
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

JUN 1 6 1980

MEMORANDUM FOR THE PRESIDENT
FROM: James T. McIntyre, Jr.

SUBJECT: Federal Cash Management Project

You directed your Reorganization Staff in November 1977 to
undertake a comprehensive review of cash management policies
and procedures. throughout the government.

As you know, the project was highly successful. The more than
80 improvements that resulted from its work will save the
government over $450 million in annual interest costs. The
savings result from accelerating the processing and depositing
of receipts, controlling disbursements, and eliminating idle
cash balances. The project's final report summarizes these
returns. A copy of it is attached.

The Project also developed the cash management tax initia-
tives that will yield annual interest savings of more than
$695 million when fully implemented. These proposals, which
were included in your FY 1980 and FY 1981 budgets, will also
provide a one~-time acceleration in budget receipts of $12.9
billion over the next three fiscal years. Since the project's
review was concluded, the total savings to the government have
proven to be even greater than originally anticipated.

The work started by the Project is now being carried on under
our Financial Priorities Program. We are continuing to work
with the agencies to identify other financial management
targets of opportunity.

This report, to be released to the public, documents the scope
and success of these efforts.

Attachment
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

PREFACE TO THE REPORT

The Federal government is saving more than $450 million a
year by managing its cash better and using sophisticated cash
management tools. Additional savings of over $695 million
annually are expected in subsequent years through more timely
collection of tax receipts.

These savings result from a Presidential initiative to
improve Federal cash management by streamlining the way the
government collects, processes and deposits its receipts; by
controlling more carefully its disbursements; and by reducing
its idle cash balances. These actions allow the government,
in the same manner as private firms, to make the most out of
the time value of money it holds, collects, and disburses,
thereby reducing its debt requirements and resulting interest
costs.

This Presidential initiative was coordinated by the Office
of Management and Budget's Federal Cash Management Project.
The Project reviewed cash management policies and practices
in more than 20 agencies and initiated more than 80 measures
to strengthen cash management in the Federal government. The
$450. million estimated in.interest savings was based on Treasury
borrowing costs and government cash flows at the time of the
initial review in 1978. These savings to the government have
now almost doubled, due to higher interest rates and greater
cash flows.

Inh addition to these initiatives, the President's 1980
~and 1981 budgets included cash management tax reforms that
will yield annual interest savings of more than $695 million
when fully ‘implemented.: These reforms will also provide a
one-time acceleration in budget receipts of $12.9 billion
over the next three fiscal years.

This report summarizes these initiatives. The work of

the project is another illustration of the President's deter-
mination to improve government efficiency and to strengthen

its management practices.
W’WQ
Q. t I A,
ames T. McIntyre, Jr.

irector



EXECUTIVE SUMMARY

PRESIDENTIAL MANDATE

President Carter, on November 14, 1977, directed his
Reorganization Staff and the Treasury Department to undertake
a comprehensive review of cash management policies, practices
and organization throughout the Federal government.

The Federal Cash Management Project was established in
response to this directive. Within the constraints of mone-
tary and economic policy, and building on the continuing
cash management initatives of the Treasury Department, the
Project sought ways to apply modern cash management techniques
to the government's massive cash flows. This included initia-
ting cash management procedures for accelerating the processing
and deposit of receipts, improving control over disbursements,
and eliminating idle cash balances. These actions will reduce
Federal debt requirements and resulting interest costs.

ACCOMPLISHMENTS

The Project initiated more than 80 improvements in over
20 agencies to strengthen cash management in the Federal
government. These cash management improvements result in
interest savings of more than $450 million a year. These
savings were calculated primarily on the basis of 1977 and

1978 cash flows and a 6.1% interest rate. (This interest
rate was representative of Treasury borrowing costs at the
time the Project was initiated in 1977.) The $450 million

in interest savings would have to be almost doubled to
reflect current interest rates and cash flows.

The savings result from speeding up the collection,
processing, and deposit of receipts; controlling disburse-
ments; and reducing or eliminating idle cash balances.

The major improvements are as follows:



° Accelerating the collection, processing, and,deposit
of receipts generates savings of over $217 million
annually from

-- use of wire transfers

-~ earlier billing for amounts owed the government
-- streamlining collection procedures

-- prompt deposits of money received

-- improved procedures for interagency transfers

Controlling disbursements results in savings of over
$145 million annually because of

-- wider use of letters of credit to replace advances
-- improvements in the existing letter-of-credit system
-- paying contractors and vendors on the due date

-- avoiding late payment penalties

Reducing idle balances will save over $95 million
annually through

-- investing excess operating cash in obligations of
commercial financial institutions maintaining Treasury
tax and loan accounts

-- reducing and eliminating excess cash balances held
outside the Treasury

-- holding retainage on construction projects in the
Treasury

-- recovering excess and unspent advances in the hands
of grantees.

CASH MANAGEMENT TAX INITIATIVES

In addition to the above initiatives, the Project developed
a plan to accelerate the flow of tax revenues from corporations
and from individuals who are required to make estimated payments
by selectively reducing tax deferral periods, increasing payment
frequencies, and raising the amount due when periodic estimated
payments are required. The plan does not affect legal tax rates
and the majority of the actions can be accomplished administra-
tively. The plan also includes a number of proposals to ease
the deposit and paperwork requirements. for small businesses.

It is estimated that these cash management tax initiatives,
when fully implemented, will save over $695 million annually in
interest and will provide a one-time acceleration in tax revenues
of over $10 billion.

These initiatives will improve the effectiveness of our
pay-as-you-go tax system and represent a big step towards
greater equity between large corporations and individuals
with regard to how and when taxes are paid.



ENSURING STRONG CASH MANAGEMENT

The Federal government has taken a number of progressive
steps to ensure continued and effective management of its
massive cash flows. These include:

-- issuance of government-wide cash management
regulations and policy circulars by the
Treasury Department.

-- release of policy circulars by the Office of
Management and Budget on agency bill paying
practices and the handling of retainages on
construction contracts.

—- inclusion of provisions in charters for the
newly created Inspectors General which assure
that cash management is a highly visible part
of the Inspectors General program.

-- use of individual incentives to promote excel-
lence in the government's cash management program.

-- development of cash management training
programs for the government's financial
managers.

-- improving cash management has been made one of the
nine priorities in the Administration's Financial
Priority Program announced May 7, 1979.



CHAPTER I. APPROACHING FEDERAL CASH MANAGEMENT

SCOPE OF THE PROJECT

President Carter had directed that the review of cash
management policies, practices, and organization throughout
the government be comprehensive. As such, the scope of the
Project included all monetary transactions of the government
including tax receipts, trust funds, loan programs, revolving
and stock funds, foreign currency activities, borrowing,
proprietary receipts, and all budget and off budget funds.
In short, the study encompassed the entire cash flow of
the Federal government. While the scope was wide, the
focus was more narrow - to concentrate on the most massive
elements of the cash flow and those areas where there was
reason to believe that substantial opportunity for improve-
ment existed.

The Project also reviewed and built upon the consider-
able body of initiatives already underway or contemplated
by agencies as well as the substantial improvements that
had been initiated by the Treasury Department.

ORGANIZATION OF PROJECT

The Federal Cash Management Project could not have
reformed cash management by itself. 1Instead, it served
as a catalyst to create, foster, and coordinate improve-
ments; as a technical clearinghouse to facilitate the
broader application of successful cash management practices;
as the vehicle to transfuse private sector expertise; and as
a way to emphasize Administration concerns about cash manage-
ment and to provide the visibility needed for improved cash
management.

Given this role, the Project's staff was modest in size,
highly leveraged, and technically expert (See Appendix B for
a list of staff members). It was composed of three small groups.

First, a few task force leaders and senior analysts provided
technical and project leadership for the agency cash management
reviews. Their day-to-day efforts were at the agencies where
the joint cash management reviews took place.

Second, we assembled a small group to undertake the
government-wide review of policies and practices. This
staff had prior experience of cash management reviews,
either within government or industry.



Third, a small staff was established to assist the Executive
Director. This group was responsible for the Congressional
information and public awareness programs.

We had good success in finding highly talented Federal
professionals with cash management experience. To avoid even
the appearance of a conflict of interest, we also recruited
financial professionals from private sector firms to play key
roles in our effort. Nearly half of the Project staff were
participants in the Executive Loan Program. The scope, benefit

and impact of this effort were made possible by the quality of
the staff.

PROJECT OBJECTIVES

The Project's objectives included identifying opportunities
for:

1. Accelerating the inflow of receipts. There were
opportunities for the Federal government to col-
lect some of the money that is due in a more
business-1like manner. For some large receipts
there were sophisticated methods of receiving
"good funds" through electronic fund transfers
which eliminated transit and processing time.

2. Streamlining receipt processing. At times, either
the uneven flow of receipts, administrative bottle-
necks or inattention to the time value of the money
unnecessarily delayed the processing of receipts.
The Project identified such bottle-necks and other
opportunities to streamline receipt processing.

3. Utilizing financial institutions. During the course
of the Project, a number of opportunities were identified
for improving the Federal government's use of commercial
bank depositories, including the selection and compensa-
tion of financial institutions.

4. Controlling disbursements more closely. The Project
identified further opportunities to use and refine
the letter-of-credit concept, as well as practices
to preclude both late and premature payments of
other bills and obligations.

5. Eliminating excessive idle cash balances. The Project
identified opportunities to reduce or eliminate the
levels of idle cash balances, including cash held
outside the control of the Treasury Department.




6. Ensuring institutional cash management excellence.
In addition to identifying cash management improvement
opportunities, the Project sought to institutionali;e
cash management practices and policies in the agencies.

7. Developing incentives and training. The Project sought
to identify and institute incentives to make financial,
budget, and program managers more aware of the cash
management implications of their decisions and focus
their continuing attention on cash management as an
important responsibility.

KEY FEATURES OF APPROACH

Key features of the approach included:

1. Building on current cash management initiatives.
The Administration's concern for sound cash manage-
ment spurred a wide range of improvement projects
in a number of departments and agencies. Further,
the Treasury Department's ongoing programs to
enhance cash management (e.g., expanding the use
of the Treasury Financial Communications System)
provided effective tools to achieve real cash
management benefits. The Project built on these
efforts and sought further opportunities for their
application.

2. Commitment to early measurable results. The Project
sought to accelerate the early implementation of
improvements to gain the financial savings as
early as possible.

3. Transfusion of private sector cash management skills.
The Project aggressively recruited private sector
executives and managers with cash management
expertise through the White House Executive
Loan Program.

4. Close working relationship with the Treasury Department.
The Project was earmarked by a cooperative spirit and
close working relationship with the Treasury Department,
particularly its Fiscal Service. This excellent rela-
tionship was fostered by a common goal - better cash
management throughout the Federal government.

5. Collaboration with the General Accounting Office.
The GAO and the Project shared the common goal of
strengthened cash management and worked together

to identify opportunities and support each other's
initiatives.




6. Sensitivity to the impact on the public. The Project
carefully weighed the potential impact of cash manage-
ment improvements on affected public groups (e.g.,
small vendors, the financial community, recipients
of transfer payments, state and local governments)
as well as their impacts on other administration
programs (such as the minority banking program).

7. Association with the Joint Financial Management
Improvement Program (JFMIP). JFMIP is the
traditional mechanism for effecting government-wide
financial management improvements sponsored by the
Program's four prime members - Treasury, GAO, OMB,
and the Office of Personnel Management. The JFMIP
enjoys a high reputation among career Federal
financial managers and as a result provided
valuable support to the Project.

AGENCY REVIEWS

Due to the limited number of team leaders and core staff,
it was necessary to carefully target our effort. Two major
criteria guided our selection of agencies for review: (1) the
magnitude of cash flow and the resultant potential for savings
and (2) agencies with a sufficiently wide range of receipts
and disbursements.

For each agency review, the Project formed a review team
with agency representatives. One or two senior team members
from the Project provided technical expertise and leadership.
This approach provided for both appropriate independence and
a rapid implementation capability.

The teams started by developing an agency cash management
profile, documenting the agency's cash flow, and cataloguing
cash management initiatives underway or proposed. The team
then began to diagnose other cash management opportunities.
With the concurrence of agency management, the review team
then developed a tailor-made work plan for the agency.

Agency management was involved with the team from the outset,
would receive reports on its progress, and see that the
recommendations were implemented.

DETERMINATION OF SAVINGS

This report identifies more than 80 initiatives undertaken
by the Federal government to strengthen its cash management
practices. These initiatives result in interest savings of
more than $450 million a year through the reduction of Federal
debt requirements and resulting interest costs.



The interest savings used in .this report reflect the total
impact of the cash management improvements after a full year of
implementation. Cash flow figures are based on annual receipts
and disbursements at the time the reviews were made. Interest
savings are calculated at 6.1% (the projected interest rate on
91-day Treasury bills used in the FY 1979 President's budget
for calendar years 1978-1981) over a 360 day financial year
on those amounts of money that need not be borrowed because
of cash management improvements. This rate was representative
of Treasury borrowing costs at the time the agency reviews were
made. It should be noted that the interest savings would have

to be almost doubled to reflect current interest rates and cash
flows.

The interest savings of $695 million applicable to the cash
management tax initiatives were projected by Treasury's Office
of Tax Analysis. The Office of Tax Analysis developed their
projections on the basis of a 9% interest rate and 1979 cash
flows. (The $695 million excludes the proposals to accelerate
FICA deposits by States and Customs duties as the savings from
these proposals are included in Chapter II of this report.)



CHAPTER II. ACCELERATING RECEIPTS

Good cash management includes collecting and depositing
receipts as fast as practical. During the Project, joint
Project/agency cash management teams identified many areas
for improvement in the collection, processing, and deposit
of receipts. Savings from all receipt improvements instituted
since February, 1977 should exceed $217.6 million a year.

The remainder of this chapter describes in detail those
initiatives underway to improve the collection, processing,
and deposit of government receipts.

A. TREASURY DEPARTMENT

1. Accelerated Processing of Balance Due Notices By IRS

The classification of Federal tax deposit (FTD) cards
(used to credit taxpayers' accounts for payments made through
Treasury's Federal tax deposit system) is now handled by the
Internal Revenue Service (IRS). Previously, the tax cards
were forwarded from commercial banks to Federal Reserve Banks
for classification and then to Treasury's Bureau of Government
Financial Operations for verification before being forwarded
to IRS for posting to the taxpayers' accounts. Under the
revised system, the tax cards are forwarded directly from
the commercial banks to the appropriate IRS Center.

Elimination of the processing and mailing of the cards
by the Federal Reserve banks and Treasury's Bureau of
Government Financial Operations expedited the transmission
of information to IRS. This enabled IRS to accelerate by
3 weeks the issuance of balance due notices and the subse-
quent collection of some 450,000 accounts representing an
estimated $290.0 million.* This was followed by an addi-
tional acceleration of 2 weeks in May 1978.

* Since IRS does not maintain data concerning the dollar value

. of underpaid tax billings, this estimate was derived by
applying the average value of FTD payments to the known
value of billings. Therefore, this represents an "order-
of-magnitude" estimate.



The three-week acceleration resulted in an increase in
available funds through January 1978 of about $242.0 million
and an estimated interest savings to the government of approx-
imately $1.0 million. The additional two-week reduction in
the billing cycle effective in May 1978 saves approximately
$6838.0 thousand on an annual basis. Total annual interest
savings after 1978 for the full 5 week acceleration are ex-
pected to be approximately $1.7 million.

2. Expedited Processing of Tax Payments Received By
‘Federal Reserve Banks

Two types of procedural changes were made in handling
the flow of available funds for tax payments made at Federal
Reserve Banks. First, Treasury regulations were amended to
require taxpayers making payments directly to Federal Reserve
banks or branches to make such payments in the territory where
the paying unit is located. The payment is to be made by check
drawn on a commercial bank in that territory. Secondly,
the Federal Reserve agreed that its receiving bank or branch
would fully process all such payments instead of the past
practice in which some branches would send all payments to
the main bank for processing. This resulted in delays in
depositing checks and posting credits to the Treasury's
operating accounts.

Both changes took effect on January 1, 1978. Based on
the FY 1976 level of $3.7 billion in direct deposits to the
Federal Reserve, and the resultant one day gain in avail-
able funds, the annual interest savings is almost $629
thousand. Further, Treasury measured the results of the
full processing in five (of twelve) Federal Reserve
Districts where the greatest impact was expected. The
result (based on January - May 1978 activity) was an
increase in available funds of almost 5 1/2 days on
checks of more than $403 thousand for an annual interest
savings from these two changes of more than $1 million
annually.

Additional procedural improvements will also expedite
the flow of funds to Treasury's operating account. A
sampling of mail remittances received at the Chicago Federal
Reserve Bank showed delays of at least one day in crediting
8% of such remittances to Treasury's operating account.
Based on average daily volumes of mail receipts, this
translates to a one-day delay on $5.6 million. The procedure
was corrected in June 1977 producing a permanent increase
in available funds of $5.6 million.
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The Cincinnati Branch of the Cleveland Federal Reserve
Bank was also delaying credit to Treasury's operating account
by 1 to 3 days on tax deposits which lacked necessary FTD
cards or other documentation. A procedural change effective
in July 1977, provides for immediate prossessing and deposit
of these tax receipts. This change was made in all banks
(Cincinnati, Cleveland, and Pittsburgh) of the Fourth Federal
Reserve District with an increase in funds available of $1.8
million.

The interest savings on the accelerated deposit of
$5.6 million at the Chicago Federal Reserve Bank and $1.8
million at the Cincinnati Branch in future years will be
$451.4 thousand annually.

3. Deposit of Tax Payments by IRS

In September 1977, IRS required its district offices
to deposit no later than. the next workday any single remit-
tance over $50,000 relating to estate, gift and corporation
tax receipts. In January 1978, IRS expanded the instruc-
tion to include any remittance over $50,000. In March 1978,
the deposit instructions were modified, requiring the ten
Internal Revenue Service centers to deposit all remittances
over $50,000 no later than one day after mail extraction.

IRS measured the impact of this new procedure from
January through June 1978. The total value of such large
checks was $4.6 billion over the six months. Available
funds accruing to Treasury increased an average of 2 days
as a result of this change on estimated annual payments
of $10.0 billion. This resulted in an annual interest
savings of $3.4 million.

In the fall of 1978, IRS completed a study recommending
that this deposit procedure be extended to checks over
$25,000. This change took effect on November 1, 1978
resulting in an average 2 day acceleration on annual
deposits of $15.8 billion for an annual interest savings
of $5.4 million. IRS is studying the possibility of
lowering the cutoff below $25,000.

Finally, IRS has begun testing the special coding of
mailing envelopes at one service center to allow earlier
identification and accelerated processing of remittances.
This should result in at least a l-day gain in available
funds on as much as $10.8 billion for annual interest
savings of $1.8 million.

11
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4, Treasury.Financial Communications System - (TFCS)

A computer-to-computer link exists between the Treasury
Department and the Federal Reserve Bank of New York for trans-
ferring funds electronically between commercial banks and the
Treasury. During the twelve-month period ending January 31,
1978, TFCS was approved and used for transferring more than
$2.2 billion of new receipts from nine outside sources into
Treasury's operating account. This accelerated the avail-
ability of these funds to Treasury by three days, yielding
interest savings of more than $1.0 million. Annual cash
flows from these nine sources will total over $7 billion.

In subsequent years, use of TFCS for these receipts will
yvield more than $3.5 million annually in interest savings.

5. U.S. Customs Service

Brokers and importers pay customs duties on merchandise
as it enters the U.S. The duties are paid by checks that re-
main with the entry documents until Customs completes their
processing. Customs is now implementing procedures to separate
and deposit the checks immediately upon receipt from brokers,
saving 7 days and $6 million annually on duties of $4.9 billion.
Customs is also coordinating efforts with bank depositories to
ensure that daily deposits are made as close as possible to the
deposit deadlines and cut-off times established by the 1local
bank depositories. This will result in an average savings of
one workday and $1.2 million in annual interest savings.

On about $4.0 billion of these duties, the immediate
delivery import procedure is used whereby the actual payment
by the brokers and importers is deferred until 10 workdays
after release of the goods. The Customs Service, consistent
with Project and GAO recommendations, is planning to reduce the
10 workday deferral period to 3 workdays. The annual interest
savings due to the earlier availability of funds to the Treasury
will be about $6.8 million.

6. Bureau of Public Debt

The Bureau of Public Debt is initiating action to
accelerate the deposit of proceeds from the sale of Series E
savings bonds by 39,000 issuing agents into Treasury's accounts
at the Federal Reserve Banks. FY 1978 Series E bond sales
totaled $7.8 billion. The annual interest savings, based
on the FY 1978 sales level, amounts to $18 million.
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Current deposit requirements give issuing agents a
great deal of flexibility in remitting sales proceeds. The
absence of a monitoring system makes it extremely difficult
to determine and enforce timely remittance.

The Bureau is now revising its deposit requirements
to require more frequent remittances. The Bureau is also
working with the Federal Reserve Banks to establish a system
for monitoring and ensuring compliance by the issuing agents.

7. Special Banking Arrangements for Larger Volume Deposits

Treasury is seeking ways to acquire banking services at
the least cost to the government, while ensuring the earliest
possible availability of funds. This effort has primarily
involved acquiring bank services through competitive bidding
for large dollar-volume deposits. Six of the IRS service
centers and 70 agencies in Washington, D.C. now deposit their
receipts in banks selected competitively and a similar arrange-
ment at one additional service center is expected to soon
follow.

The use of competitive bidding for six service centers
continues to accrue savings estimated for the 12 months ended
January 31, 1978 at more than $4.3 million. For the additional
service center with its estimated total funds flow of $4.4
billion per year, Treasury expects to accrue annual interest
savings of $261 thousand.

Treasury is also soliciting competitive bids for
receipts flowing through the U.S. Customs terminal in
Long Beach, California. The total funds flow is expected
to be about $900.0 million per year with anticipated annual
interest savings of $53.1 thousand.

Treasury plans to eventually acquire competitive
banking services for the remaining three IRS service centers.
Their combined deposits are estimated at $18.5 billion. These
are expected to yield prospective annual savings of $1l.1
million, net of bank costs.

8. Bureau of Alcohol, Tobacco and Firearms (ATF)

Alcohol and tobacco taxes amounting to almost $6.9
billion are currently either hand delivered or mailed to
IRS district offices for processing and deposit. The Bureau
is drafting requlations to require transmission of large tax
payments (from the top 150 plants with 97% of dollars paid)
by TFCS, saving almost $5 million in annual interest.

13



B. DEPARTMENT OF DEFENSE (DOD)

Selecting and Compensating Financial Institutions.

The responsibility for managing and funding the overseas
military banking program was transferred from the Treasury
Department to DOD on October 1, 1977. DOD is now seeking
competitive bids for the essential banking services on
military installations in countries which are not constrained
by the Status of Forces Agreement. As a result of the first
round of contract negotiations, the net cost of funding was
reduced $7.5 million from the original bids of $24.5 million.
Based on actual operating results during FY 1978, the cost of
banking services is projected to be no more than $10.4 million,
for a further reduction of $6.6 million.

Additionally, a Deutschemark static account in Germany
was eliminated on August 31, 1978, resulting in the return
of $§14.7 million to the Treasury. Another $1.0 million was
expected to be returned by eliminating compensatlng balances
in Spain.

The culmination of all these actions will be an annual
interest savings of about $1.4 million.

C. DEPARTMENT OF ENERGY (DOE)

1. Naval Petroleum Reserves

DOE has taken steps to improve the flow of cash from
sales of Naval petroleum reserves. One step is the use of
TFCS for collecting proceeds from these sales. The collec-
tions are estimated at $485.0 million. Use of TFCS will
result in a 2.8 day gain for an annual interest savings
of about $230.0 thousand.

A second step eliminated internal processing delays
of 1.7 days in depositing the receipts from these sales.
These receipts totalled $103.0 million, with resultant
annual interest savings of $30.0 thousand. The total
savings from these two steps are $260.0 thousand.

An additional change was made for the collection
of $14.4 million of crude o0il sales to a vendor at Casper,
Wyoming. These sales were billed on a weekly basis with
payment mailed to Germantown, Maryland. An average of
25 days elapsed between receipt of the payment and ultimate
deposit. Conversion of these receipts to TFCS will result
in an annual interest savings of more than $61,000.
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2. Bonneville Power Administration (BPA)

The annual billings for BPA power sales amount to
over $300.0 million of which $180.0 million represent
actual cash collections. The balance is billings to
customers who are also creditors of BPA, so that billings
offset amounts owed by BPA.

A sampling of about 92% of the total cash collections
for a 3-month period revealed three opportunities for improve-
ment. First, collections were made an average of 13.33 days
after a thirty-day period following the end of the service
period. Secondly, there was a 1.52 day delay in the process-
ing of collections for deposit. Finally bank float caused a
2-day delay from time of deposit to credit to Treasury's
account. This total delay of 16.85 days is being eliminated
by revised billing procedures and conversion to TFCS, saving
over $514.0 thousand in annual interest.

3. Other Department-wide Receipts

Analysis of deposits made by DOE finance offices from
January through March 1978 indicated that, on average, $64.8
million of collections from non-government sources were
deposited 1.2 days late with commercial banks and the Federal
Reserve. DOE is establishing procedures to eliminate this
delay and comply with the Treasury requirements for daily
deposit. The annual interest savings from this action will
be $51.0 thousand.

Six DOE finance offices mail collections to Federal
Reserve Banks. This results in an average delay of about
3 days on $11.6 million and an annual interest loss of $6.0
thousand. DOE is exploring more efficient ways of handling
the deposits.

DOE also collects large receipts from other government
agencies via a Treasury check subsequently deposited with
commercial banks. This normally results in a one-day loss
in available funds since the check is charged by the Federal
Reserve against the Treasury account one day before the off-
setting receipt. Such receipts from other agencies totalled
$88.9 million, exclusive of DOD, resulting in a $15.0 thousand
interest loss. Another $328.0 million was received from DOD,
resulting in an interest loss of about $55.6 thousand. DOE
is proceeding to collect from non-DOD agencies through an
interagency paper transfer which eliminates the check.

Since DOD writes its own checks, DOE is pursuing a separate
solution to their handling.
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D. DEPARTMENT OF STATE

Agency for International Development

AID collects cash receipts in three ways: (1) TFCS, (2)
checks mailed to AID, or (3) checks mailed to the New York
Federal Reserve Bank. Currently, about $300.0 million of
receipts are on TFCS. AID is taking action to require
that all new loans or renegotiated loans be repaid by TFCS.
This action will increase receipts flowing through TFCS by
more than $200.0 million. The resulting 3-day gain should
provide annual interest savings of more than $101.7 thousand.

E. DEPARTMENT OF AGRICULTURE

1. Agricultural Stabilization and Conservation Service (ASCS)

The ASCS county offices receive $3.1 billion in receipts
from 327 thousand separate transactions. These funds are recorded
and mailed on the date of receipt to the nearest Federal Reserve
bank or branch for deposit into the Treasury operating account.
The Department is establishing local depositories to eliminate
mail float delays, saving an estimated $525.0 thousand annually.

2. National Finance Center (NFC)

NFC procedural changes accelerated the deposit of
$75.5 million of receipts by .3 days. These changes took
effect in June 1978, yielding interest savings of approxi-
mately $18.0 thousand for the balance of FY 1978, and annual
savings of $55.0 thousand thereafter.

3. Rural Electrification Administration (REA)

REA collects over $600.0 million in receipts annually.
Only about $100.0 million are transmitted by TFCS. REA is con-
sidering converting additional receipts of up to $350 million
to TFCS, accelerating the availability of funds to the Treasury
by 2.1 days. This will result in interest savings of $124.0
thousand annually.

4. Farmers Home Administration (FmHA)

a. St. Louis Finance Center

In December 1977, FmHA improved the speed of process-
ing and deposit of payments made through county offices by
increasing the staff at the St. Louis Finance Center, reducing
the processing backlog from 5 to 1.4 days. This 3.6 day gain
resulted in a FY 78 interest savings on $4.7 billion in loan
payments of $1.5 million, net of the administrative cost of
the 20 additional employees. In future years, annual net
savings will total $2.5 million on $3.2 billion in loan
payments.
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b. Local Depositories

"FmHA is committed to expediting further the deposit
of receipts flowing through the county offices. Subject to
the availability of depository banks, FmHA will deposit their
receipts in locally designated Treasury General Accounts.

The net benefit of making local deposits on $2.7 billion,
after bank service costs, will be about $3.1 million in
interest savings.

5. Food Safety and Quality Service (FSQS)

a. Meat Quality Collections

There was a delay of 21 days in FSQS's billing of
food processors for services performed. ($16.2 million in
FY 78, $18.9 million in FY 79.) Beginning October 1, 1978,
the billing process was changed reducing the delay to five
days. This 16 day gain resulted in an annual interest
savings to the Treasury of $51,000.

Effective October 1, 1978, FSQS also changed its
procedures for processing the collection of about $18.9
million in receipts. These collections were received at
Agriculture Marketing Service more than two months after
the billing date. With the transfer of collection to the
National Finance Center, a better control system is available
to ensure that payments are received within 30 days of billing.
The result will be a 30 day gain in available funds to the
Treasury for annual interest savings of more than $137.0
thousand.

b. Other FSQS Collections

By changing the collection process for receipts for
poultry, fruit and vegetable quality services, FSQS will elim-
inate an average of 1.7 to 3.1 days of mail time. Based on
expected cash flow of $30.6 million, this will yield an annual
interest savings of more than $19.0 thousand.

c. Local Depositories

To further improve the timing of cash inflow, FSQS
will consider using local commercial banks for depositing
$30.6 million in receipts. 1If this concept works, it will
generate additional interest savings of about $29.6 thousand.

F. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (HUD)

Mortgage Insurance Program

As of February 1976, GAO reported $20.0 million in
delinquent FHA insurance premiums. GAO reported that HUD
did not identify delinquent premium accounts until at least
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50 days after the due date and recommended that HUD take
appropriate action after 15 days in accordance with industry
practice.

Subsequently, HUD changed its system to send delinquent
notices within two weeks after processing each monthly inventory
of premium receivables. Past due notices are also sent to mort-
gagees within 20 days after the due date. As a result, the
delinquencies have been reduced from $20.0 million to $5.0
million as of September 1978. This reduction of $14.1 million
in delingquencies results in annual interest savings of $860.0
thousand.

Other Initiatives

HUD is also initiating action to (1) ensure that proceeds
from the sale of acquired properties are deposited promptly;
(2) collect insurance premiums on an annual basis at the
beginning of the premium year instead of the end; and (3)
review the annual settlement process for debt service and
leased housing contributions to determine timeliness of
report and settlement. Savings from these initiatives
are not quantifiable at this time.

G. DEPARTMENT OF THE INTERIOR (DOI)

1. Bureau of Land Management

The Bureau has changed its procedure for depositing
the 20% bid deposit checks for Outer Continental Shelf lease
sales. The old practice had been to deposit these checks
when accepting high bid offers. Since the October 27, 1977
sale, the new practice is to submit the results of the sale
to the Department of Justice and the Federal Trade Commission
for a review of possible anti-trust violations by bidders.

The Department of Interior allows at least two weeks to elapse
from the time the bids are opened to the acceptance of the
high bids for completing the anti-trust review.

The change implemented with the sales of March 28,
1978 and April 25, 1978, called for depositing the checks
as soon as possible (normally one day from the date of the
bid openings). Bids not accepted are subsequently refunded.
For the March and April 1978 sales, the earlier deposit
of over $165.0 million in 20% bid deposit checks resulted
in an interest savings to Treasury of more than $335.0
thousand.

Based on the remainder of CY 1978, additional interest
gained by this 13 day acceleration resulted in savings of
approximately $275.0 thousand.

The Bureau also agreed to require the delivery on
the due date of the 80 percent balance on OCS leases in
+ funds immediately available to the U.S. Government. Based
on the six lease sales which occurred prior to completion
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of the review in Interior totalling more than $3 billion,
the average float time was almost 1.4 days. Eliminating
this float for the 80% balance of more than $520.0 million
for 1979 will result in an annual interest savings of about
$122.0 thousand.

The Bureau also agreed to change its procedures for
billing, collecting and depositing timber sale receipts.
These changes will expedite the flow of more than $235.0
million in receipts by about 1.3 days, resulting in annual
interest savings of about $50.0 thousand.

2. Geological Survey

a. Saudi Arabia Cooperation Program

The Geological Survey provides services to the
Saudi Arabian Government with annual advances required for
payment of services. Any monies prepaid but not used in
one year are automatically credited to the next year.

Payment is now made by check to the U.S. Embassy
in Saudi Arabia and, in turn, given to the Geological Survey
team on site for forwarding to headquarters in Reston, Virginia.
The elapsed time from check date to deposit has averaged about
56.7 days for the last two years. The Survey is exploring with
Treasury using TFCS for future payments through the Saudi
Arabian account with a commercial bank in New York. With
TFCS, the annual interest savings to the Treasury will be
$105.8 thousand, $165.4 thousand and $219.0 thousand over
the next three years, respectively, on payments of $11.0
million, $17.2 million, and $22.8 million.

b. Rent and Royalty Receipts

A sampling of rent and royalty receipts collected
by the Metairie, Roswell and Casper offices indicated that
on the average, almost $1.2 billion was received about 1.8
days late. This results in an interest loss to the Treasury
of about $355.0 thousand. Steps are being taken to assure
the timely receipt of these monies.

c. Other Receipts

Of approximately $153.0 million collected at the
Casper office, almost $119.0 million was deposited on the
average of 1.4 days after receipt. Depositing of these
receipts on the same day would yield an annual interest
savings of approximately $28.0 thousand. The Casper office
will install a remote terminal that will mechanize the
processing and bring about more rapid deposit of these
receipts.
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Receipts in Roswell and Casper are mailed to the Federal
Reserve banks in El Paso and Denver, respectively. This delays
availability to the Treasury of almost $273.0 million in funds
at an annual interest cost of about $92.7 thousand. The Geologi-

cal Survey is considering using local depositories for these
monies.

Finally, the Geological Survey is working out an arrange-
ment with Treasury for using TFCS to wire transfer collections
from companies paying over $400.0 thousand monthly. The annual
interest savings on the $176.7 million of such receipts would be
approximately $89.8 thousand.

d. Reston Headquarters

The Reston office received approximately $70.0 million
in FY 1977, ranging from reimbursements for vendor overpayments
to payments by states for cooperative projects. All such
receipts are processed in Reston before being mailed to the
Federal Reserve Bank in Richmond for deposit.

A sampling of 20% of the checks received during the
period March-May 1978 showed a 3-day delay from time of receipt
in the mailroom to preparation of the deposit, with another two
days elapsing until the Federal Reserve Bank credits the funds
to Treasury. Four days of this delay will be eliminated by
using a local depository in Washington and streamlining the
internal processing to provide for deposit on date of receipt.
This will produce annual interest savings of $47.4 thousand to
the Treasury.

H. VETERANS ADMINISTRATION (VA)

1. New Data Processing Equipment

New equipment installed at the VA Data Processing
Centers in Philadelphia and St. Paul substantially improved
the collection of insurance premiums in reducing by one day
the receipt/deposit functions. This time savings has an
annual interest savings value of $149.0 thousand for FY 1978
and $163.0 thousand per year thereafter, provided premiums
and administrative costs remain at their present levels.

2. Lock-Boxes

The Austin Data Processing Center is researching the
possibility of establishing a lock-box arrangement with a
Dallas bank. As currently proposed, this lock-box would
result in most of the VA home loan receipts being deposited
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at least 4 days sooner than at present, with an annual interest
savings of over $200.0 thousand. The cost of the lock-box is
estimated at approximately $126.0 thousand, leaving a net annual
savings of $74.0 thousand.

3. Loan Sales Receipts

As of April 1978, all 47 continental VA stations
selling vendee loans request the private purchaser to wire
transfer sale receipts to the New York Federal Reserve Bank.
This wire funds transfer advances the availability of funds
by at least two days. The interest savings were at least
$65.0 thousand for FY 1978 and will be approximately $105.0
thousand per year thereafter, assuming the volume of loan
sales remains at the present level.

I. FEDERAL HOME LOAN BANK BOARD (FHLBB)

1. Processing Federal Savings and Loan Insurance
Corporation (FSLIC) Assessments

The FHLBB is planning to initiate a change in processing
FSLIC assessments. These assessments come to the Bank Board by
check from FSLIC and are deposited the same day into the FHLBB's
Treasury account at a Washington bank. Due to the bank's agree-
ment with Treasury to provide one-day availability of funds, this
delayed funds available to the Treasury. By using the Treasury
accounting procedure for interagency transactions, the FSLIC
assessment is now immediately credited to FHLBB's account at
Treasury by means of accounting entries. This change not
only eliminates the administrative cost of processing checks,
but also saves $3.5 thousand in annual interest charges by
eliminating the one-day delay in receipt of funds of $20.8
million.

The FHLBB is also planning to explore transferring
to FSLIC the processing of examination fees and of assess-
ments from savings and loan associations (S&L's'). Since
FSLIC already processes insurance premium receipts from
S&L's,this measure will entirely eliminate the cost to
FHLBB for processing these items. FSLIC'S processing
cost will be comparatively lower if some of these fees
from S&L's are consolidated.
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2. Processing S&lL Assessments

Another measure will accelerate the processing
and deposit of the S&L assessments .and examiniation fees.
Under the old FHLBB procedures, incoming checks, most of
which arrive by 11:00 a.m., were not deposited until the
following day. Now all checks received at FHLBB in the
morning will be deposited that ‘day, along with checks
received on the afternoon of the previous day. This will
save about $1.6 thousand in annual interest costs by
accelerating the deposit of $9.6 million in receipts.

3. Converting S&L Insurance Premium Recéipts To TFCS

FHLBB is considering converting the cash flow
for all S&L receipts from assessments and examination fees
to TFCS. The TFCS payment would be made through the 12
district banks which maintain accounts for all the S&L's.
Since the TFCS method produces "immediately available"
funds and will eliminate the 3-day check processing time,
the government will gain 3-day's use of $16.0 million.

As a result, FHLBB will save the government $8.1 thousand
in annual interest costs.

J. FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION (FSLIC)

S&L Insurance Premium Receipts

FSLIC is assessing the feasibility of converting all
S&L insurance premium receipts from checks to TFCS. The
TFCS payment would be made through the 12 district banks.
This will gain 3-day's use of $207.4 million in annual
insurance premiums. As a result, the FSLIC will save
$105.4 thousand in annual interest.

K. FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC)

Since 1976, FDIC has converted all collections from notes
receivable and most liguidation collections from checks to
TFCS. The FDIC also stipulates in its loan agreements that
all remittances be made in immediately-available funds.

As a result, the FDIC has saved $458.7 thousand in annual
interest.

FDIC also expects to convert all bank assessments from

checks to TFCS. The FDIC could save $284.7 thousand in
annual interest by putting all bank assessments on the TFCS.

22



L. GENERAL SERVICES ADMINISTRATION (GSA)

1. Sale of Stockpile Materials

On June 2, 1978, the GSA's Federal Preparedness
Agency took action to improve the flow of cash from the
sale of stockpile materials. First, payments are now
made by TFCS. This accelerated the proceeds to the
Treasury by about nine days. Further steps accelerated
the billing to purchasers of these materials from 23 days
to 2 days, for a net gain of 21 days in the flow of funds
to the Treasury. FY 1978 interest savings are estimated
to be $302.0 thousand and FY 1979 savings are expected
to total $408.0 thousand.

2. Gold Sales

GSA began using wire funds transfer (TFCS) from the
private sector to the Treasury for gold sales. This pro-
cedure places the availability of funds to Treasury at
least three days earlier than methods utilized previously.
TFCS will also be used on all future gold sales. This
will result in interest savings of some $152.0 thousand
on the anticipated $300.0 million in gold sales in 1978.

(Since the 1978 study, proceeds from gold sales
have increased much more than originally anticipated.
Gold sale proceeds collected by wire transfer during
FY 1979 totaled $2.8 billion. At the standard 6.1%
interest rate used in this report, interest savings
for FY 1979 amounted to $1.4 million.)

M. TENNESSEE VALLEY AUTHORITY

1. Customer Receipts

TVA wholesales to 160 local municipal and cooperative
electric systems, 50 industrial corporations and 10 other
Federal agencies. TVA generally collects its receipts on
time, due primarily to the threat of a 1% per month penalty
assessed if payment is even only one day late. However,

TFCS use would considerably improve the flow of receipts.

For example, sales to the four largest power customers
amount to about $500.0 million annually. Eliminating the mail,
processing and check clearance time of about 3 days would result
in an annual interest savings of about $300.0 thousand. TVA is
encouraging voluntary use of TFCS by most of its customers and
is considering a TFCS payment provision in all future contracts.
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N. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 1/

1. Deposit of Social Security Contributions by States

The Social Security Administration, with the support
of the Office of Management and Budget, published new
regulations on November 20, 1978 to change the frequency
of the deposits by States from quarterly to monthly. The
regulations cannot take effect by law until July 1, 1980.
The increased frequency of deposits will result in a sub-
stantial increase in interest income to the Social Security
Trust Funds. The GAO report "Federal Deposit Requirements
of States' Social Security Contributions Adversely Affected
Trust Funds" (December 18, 1978) estimated the increase
due to the change in regulations at $150.3 million in
1980, $180.5 million in 1981 and $198.2 million in 1982.

1/ Now the Department of Health and Human Services
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CHAPTER III. CONTROLLING DISBURSEMENTS

Good cash management means paying bills on time - not
early or late. 1In spite of the conventional wisdom that the
Federal government is a tardy bill payer, a recent GAO study
of bill paying throughout the government disclosed that far
too many government bills are paid early while a smaller
number are paid late. For a 6-month period, GAO found that
the Federal government lost $118.0 million in interest by
paying bills too early, while the private sector experienced
$30.0 million in interest costs because we paid bills too
late. ‘

To correct these problems and others related to the
premature disbursement of Federal funds, joint Project/
agency cash management efforts have instituted many
improvements. Estimated savings from all disbursement
improvements should exceed $144.5 million per year.

The remainder of this chapter describes in detail these
initiatives.

A. TREASURY DEPARTMENT

1. Letters of Credit

Treasury is aggressively expanding the use of letters
of credit throughout the Executive Branch. Qualified funding
under the following programs has recently been converted to
the letter-of-credit method: (1) State Survey Agency Operations;
(2) the Equal Employment Opportunity Commission; (3) the
Department of Labor's Mine Safety and Health Administration;
and (4) the Department of Agriculture's Forest Service and
Food Safety and Quality Service. In addition, the Department
of Education is completing conversion of its Emergency School
Assistance Program to letters of credit.

Other programs. are also being converted to the letter-of-
credit disbursing system. These programs include: the Economic
Development Administration's Title 9 Program; Economic Adjustment
Assistance Program; the National Endowment for the Humanities;
and the Department of Transportation's Urban Mass Transportation
Administration.
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There are two additional programs that will convert
to letters of credit in the near future. The National Endow-
ment for the Arts is converting qualified funding under its
programs. The Department of Housing and Urban Development
is planning to convert qualified funding under its Low Rent
Program to letters of credit.

The FY 1978 funding level of all these programs is
more than $13 billion so that a 15 day increase in avail-

ability of funds could possibly yield as much as $32.5
million in interest savings.

It should also be noted that for FY 1978, Legal
Services Corporation converted $205 million from lump
sum payments to letter of credit. Estimated annual
interest savings will be $521.1 thousand.

2. ACTION Use of Letters of Credit

ACTION is converting qualified funding to letters
of credit. The first ACTION letter of credit was issued
in May 1978 with conversion of other qualified funding to
take place during FY 1979. A total of approximately $20.0
million in annual funding is involved. This conversion is
estimated to result in annual recurring savings of $150.0
thousand.

3. Economic Development Administration (EDA)

Treasury persuaded EDA to fund an 18 month $2.0
billion project by letter of credit, rather than front-
ending it as originally proposed. EDA had planned to
advance 50% and 40% at the beginning of the project and
at the start of the second nine-month period, respectively.
The final 10% would be paid at completion. By using a
letter of credit, the average monthly increase in available
cash to the Treasury was more than $760.0 million for the
twelve-month period ended January 31, 1978. The annual
interest savings amounted to about $46.4 million for that
period.

The $2.0 billion project ran for 18 months, and

. required an additional $4 billion to continue it. Savings
continued to accrue in subsequent periods on the balances
of the initial $2.0 billion and the additional $4.0 billion.
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Funds available to the Treasury will be $719.0 million greater.
The resulting interest savings is $43.9 million and for the
following twelve months, average monthly funds available will

be $522.2 million greater with interest savings of $31.9 million.

B. DEPARTMENT OF DEFENSE (DOD)

1. Disbursements

Effective October 1, 1978, a new procedure was imple-
mented requiring DOD units to issue and mail checks so that
the payee receives them as close as possible to the due date.
This procedural change is expected to yield annual interest
savings of $29.8 million on payments of $15.1 billion, based
on an extrapolation of a GAO sample of DOD payment centers.

2. Office of the Civilian Health and Medical Program
of the Uniformed Services (OCHAMPUS)

OCHAMPUS is testing a delayed deposit procedure with
one large-dollar-volume contractor to reduce the bank float
between the time the contractor writes the checks to pay
claims and the time the checks clear the bank. Experience
has shown this time to be a minimum of 5 days. OCHAMPUS
targeted full implementation of a delayed deposit procedure
for April, 1979. The OCHAMPUS expenditures were about $575.0
million in FY 1977. With a 5-day reduction in float time,
this could yield annual interest savings of more than $487.0
thousand.

C. DEPARTMENT OF ENERGY (DOE)

1. Payments to Vendors and Contractors

A sampling of invoices showed DOE integrated contractors
to be paying invoices an average of 18.16 days early on $228.7
million of payments. This was costing the Treasury $704.9
thousand annually. Payments of $1.4 billion to DOE vendors
and other contractors were paid on the average of 11.33 days
early at an annual interest cost of $2.6 million. DOE has
issued a directive that invoices are to be paid on the due
date which will eliminate these interest losses to Treasury.
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2. Letters of Credit

A review of the Regional Disbursing Office (RDO)
letter-of-credit operations indicated excess daily cash
balances of approximately $1.3 million being maintained
by DOE grant recipients, resulting in an annual interest
cost of $81.0 thousand. DOE is now monitoring these cash
balances closely, using the Daily Status of Federal Funds
reports.

A recent GAO report also identified $1.8 million
in excess funds in the hands of DOE contractors. On an
annual basis, these deposits cost $110.0 thousand in
interest. DOE is refining their system, with support
from Treasury, to eliminate these excesses.

D. DEPARTMENT OF AGRICULTURE

1l. National Finance Center (NFC)

The NFC makes commercial payments on the average of
seven days after receipt, or almost twelve days from the date
on the invoice. The vendor receives the payment about eighteen
days after the invoice issue date or the delivery of the goods,
whichever is later.

NFC is considering paying invoices of $180 million
closer to the 30 day due date. This proposal would allow
the vendor to receive his monies by the 30th day, and give
Treasury the use of the $180.0 million for an additional
twelve days. The interest savings from this change is
estimated to exceed $360.0 thousand.

2. Food and Nutrition Service (FNS)

On June 15, 1977, the State of California and FNS
started a pilot system for using TFCS for drawdowns under
child nutrition program grants. The State's drawdown
request is telecopied to FNS headquarters instead of going
by mail to a Treasury Regional Disbursing Office (RDO).
After approval by FNS, funds are transferred to the State's
bank by TFCS.
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Previously, the average daily balance of Federal cash
held by the State agencies was $2.8 million. By May 1978, this
had declined substantially to about $145.0 thousand, indicating
that the State is holding Federal cash for shorter periods. At
this rate, therefore, about $165.0 thousand in interest was saved
in FY 1978.

If expanded to include all FNS grant programs nationally
(and if the California results are representative), this system
could produce annual interest savings of $7.8 million.

3. Forest Service

In October, 1977, the Forest Service converted seven of
its grant recipients from a monthly advance payment method of
financing to letters of credit. The conversion reduced esti-
mated average balances held by the recipients by $625.0 thousand.
The resultant interest savings to the Treasury are estimated at
$38.1 thousand annually.

4. Farmers Home Administration (FmHA)

The FmHA Loan Disbursement System (LDS) was implemented
in January 1977. Under this system county supervisors request
checks for disbursement on loans and grants as the funds are
needed. Previously, construction loans were fully funded before
beginning construction by. placing the entire amount of the loan
in supervised commercial bank accounts. Subsequent disbursements
were made from those accounts as required.

LDS has delayed the premature disbursement of funds,
saving interest of $43.0 million per year, of which past
experience showed that $28.2 million would have been paid
by the borrowers and $14.8 million would have accrued to
the government.

5. Food Safety and Quality Service (FSQS)

Effective October 1, 1977, FSQS converted its grant
program from the advance payment method to letters of credit.
By comparing the cash flow before and after conversion, FSQS.
calculated interest savings of $212.5 thousand during FY 1978.
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E. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (HUD)

In a 1976 report on HUD owned properties, GAO found HUD
chronically late in processing tax bills and making tax
payments. This resulted in exorbitant penalties and even
loss of some properties for. nonpayment.

HUD installed a new system in 1977 to minimize these
late payments. For the period January-August 1978, 7,165
delinquent tax bills were paid with penalties amounting
to $147.8 thousand vs. 11,496 delinquent tax bills with
penalties of $519.4 thousand for the same period of 1977.
Further, in the first six months of 1978, only six pro-
perties were lost because of tax sales vs. 50 in the same
period of 1977.

HUD is also initiating action to (1) control disbursements
more closely for the Section 312 Rehabilitation Loan Program
to ensure that disbursements are made only to meet immediate

cash needs; (2) schedule bill paying so that payments are
effected on the due date, not early or late, as prescribed
in Treasury and OMB regulations; (3) review cash held by

grantees to determine if excessive; (4) conduct an in-depth
review of practices in monitoring letter-of-credit operations;
and (5) tighten management of travel advances. The savings
attributable to these initiatives are not quantifiable at
this time.

F. DEPARTMENT OF THE. INTERIOR

1. Bureau of Reclamation

A sampling of payments made to vendors and contractors
by the offices in Boulder City, Sacramento, and Billings indi-
cated that payments were being made on the average 16 3/4 days
in advance of the due date. For the almost $210.0 million paid
from these offices, the annual interest cost to the Treasury of
the early payments amounts to about $600.0 thousand. A new pro-
cedure requires suspensing these payments to correspond with
the due date.

2. National Petroleum Reserves

The Geological Survey currently provides special
handling of invoices from a private contractor, with payments
made nearly 18 days earlier than normal business practices.
This early payment practice cost $460.5 thousand in interest
to the Treasury in FY 1978 on payments of $151.0 million.

The Survey will now follow normal practice and require
payment on the due date.
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3. Fish and Wildlife Service

Payments to vendors and contractors were being paid on
the average of 8 days before the due date. This cost Treasury
annual interest of $101.9 thousand. A procedure to provide
for suspensing of the bills until the due date is now being
implemented.

G. DEPARTMENT OF TRANSPORTATION (DOT)

The Project found no significant need to improve cash
management practices in DOT. A number of steps, however,
will allow DOT to provide better service to the public.
For example, DOT has decided to use the letter-of-credit
system of disbursements in the Urban Mass Transportation
Administration and the Federal Aviation Administration.
This will overcome the problem of tardy payments to
grantees that has plagued disbursements in both agencies. T T

H. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE (HEW) 1/

1. Bill Paying

A statistical sampling was made of the Department's
ten major payment offices, accounting for four-fifths of the
$1.2 billion in annual contract and purchase order payments.
The study found that most payments were made before the due
date at an annual interest cost to the Treasury of about
$2.8 million. However, there were also some late payments
that resulted in an interest gain of $1.5 million.

The net interest loss, therefore, totalled about
$1.3 million, resulting from the $1.2 billion being paid
6 1/4 days before due. .The Department is in the process
of implementing Treasury regulations which stipulate that
payment be made on the due date.

2. Check Cycling

The Social Security Administration has agreed to
adopt cyclical mailing of social security benefit checks
for new beneficiaries coming on the rolls in 1981. While
unquantifiable, this action will yield substantial savings
to the Treasury and will smooth cash flow and work load
levels in financial markets, the banking community, the
Postal Service and the economy as a whole.

1/ Now the Department of Health and Human Services
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3. Health Care Financing Administration

Since 1975, Treasury has been assisting the Health

Care Financing Administration to convert its grant disburse-

ments to the checks paid letter-of-credit method. From
February 1, 1977 through January 31, 1978, new conversions
resulted in reductions in holdings of Federal funds by
grantees totalling $20.0 million. The estimated reduction
in cost to the government during that year was $420.7
thousand. Annual interest savings from these conversions
are estimated to total $1.2 million.

4. Public Assistance

HEW is proposing to use checks paid letters of credit
for Public Assistance programs. Starting in 1980 with the
ten states that receive the largest amounts of assistance,

the-change would be_phased_in by the end of 1983. This_
.conversion will produce interest savings of $1 million
in 1980 and about $35 million annually each year thereafter.

I. VETERANS ADMINISTRATION (VA)

Timely Payment of Invoices

The VA's "money management" policy of paying eligible
invoices when due has saved over $500.0 thousand a year in
interest. 1In addition, the Austin Data Processing Center.
centralized "remit to" procedures to summarize up to 9
invoices on one check resulting in administrative savings
(postage, label, etc.) of approximately $544.0 thousand.

J. GENERAL SERVICES ADMINISTRATION (GSA)

Payment of Vendors' Invoices

A statistical sample of more than 3,600 payments made
from October 1977 through March 31, 1978 indicated that
about 75% of the payments (representing almost 82% of the
dollars) were paid 6 to 30 days before the due date. This
is in contrast with 10% of the payments (representing about
4% of the dollars) which were paid after the due date. The
remaining 15% of the payments (14% of the dollars) were paid
on the due date.
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Extrapolating the sample results to the entire $3.0
billion in annual payments made by GSA, almost $2.5 billion
in payments are paid early while $132.0 million are paid
late. The early payments cost the Treasury $7.4 million
in additional interest, while the late payments cost the
vendors $.4 million in interest. The net savings to the

government of paying vendors on the due date will be §$7.0
million annually.

GSA is "fine tuning" the automatic payment system and
its various subsystems to provide that payment be made on
the due date.
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CHAPTER 1IV. REDUCING IDLE BALANCES

Good cash management also means keeping idle cash balances
at the absolute minimum. Excess cash balances cost the govern-
ment money, either in unnecessary interest paid to raise cash
through borrowing, or from interest lost by not having the
cash on deposit in an interest bearing account.

Project teams have identified many opportunities to
reduce idle cash balances throughout the government. The
interest to be earned as a result of these improvements
should exceed $95.7 million a year. This chapter describes
these initiatives in detail.

A. TREASURY DEPARTMENT

l. Treasury Tax and Loan Investment Program

Approximately 70% of all government tax receipts are
paid through Treasury tax and loan accounts with commercial
banks. These taxes are then transferred as needed to the
Treasury accounts at Federal Reserve banks and branches to
finance the government's operations. This system is an
efficient and economic tax collection system that minimizes
the impact of the government's financial activities on local
banks.

As account balances and interest rates increased
in the early 1970's, the value of these balances to the
commercial banks began to exceed the banks' cost of
handling these accounts. Accordingly, Treasury moved
most of its excess operating cash to the Federal Reserve
banks where increased Federal Reserve profits were generated
and paid over to Treasury. Also, Treasury sponsored legisla-
tion allowing it both to earn interest on its cash balances
in depositories maintaining tax and loan accounts and to pay
handling fees to the financial institutions.

In October 1977, President Carter signed Public Law
94-147 which gave Treasury the authority to earn a return
on its operating cash by investing such cash in obligations
of depositories maintaining tax and loan accounts. Final
regulations implementing that authority were put into effect
in November 1978 and will generate earnings of approximately
$75 million annually.
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(In the first twelve months of operation, the invest-
ment program actually generated gross earnings of $751 million
and paid fees of $26 million to depositories for accepting tax
deposits—--resulting in net earnings of approximately $725
million. Due to the fact that a portion of the funds currently
invested in tax and loan accounts would have been deposited in
income-producing accounts at the Federal Reserve banks under
the former system, that amount does not represent net new
money to the Treasury. Treasury estimates that the Program
generates net new money of between $100 million and $200
million annually.)

B. DEPARTMENT OF DEFENSE (DOD)

Cash Held Outside Treasury

There are detailed regulations prescribed by both
Treasury and DOD on computing acceptable levels of cash
holdings outside the Treasury. Reviews of these holdings
by the Air Force Accounting and Finance Center between
February and June 1978 resulted in a reduction of more
than $5.0 million in cash authorizations. The Army also
reduced the cash held by its Central Finance and Accounting
Office, Europe, by $5.0 million on October 31, 1978. Future
annual interest savings on these $10.0 million reductions will
be $623.2 thousand.

C. DEPARTMENT OF AGRICULTURE

National Finance Center (NFC)

In the second half of Cy 1977, the NFC updated its pro-
cedures for monitoring outstanding travel advances held by
its employees. The revised procedure reduced the number of
times a supervisor could certify the traveler's need for an
advance by allowing certification for only one cycle. 1In
a subsequent cycle, the traveler must repay excessive
advances, or submit vouchers supporting these. Otherwise,
the amount is deducted from salary due the employee. This
new procedure has reduced the outstanding travel advances
by $450.0 thousand with annual interest savings of more
than $27.0 thousand.

D. DEPARTMENT OF TRANSPORTATION

Federal Highway Administration (FHWA)

FHWA reimburses the states for progress payments made
to contractors, including the amounts withheld by states
as "retainage" to assure satisfactory completion of the
contract.

35



Information from 39 of the 52 FHWA grantees showed the average
amount of Federal funds held in retainages for FY 1977 to be
$209.0 million. Transferring these funds to states before
they had to be disbursed to contractors resulted in lost
interest of $12.7 million. As required in the revision to

OMB Circular A-102, FHWA policy will be changed to conform

to Administration policy. 1/

E. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE (HEW) 2/

Departmental Federal Assistance Financing System (DFAFS)

DFAFS is the central disbursing center for approximately
200,000 HEW awards to more than 16,000 recipients. These
disbursements amounted to more than $28.0 billion in FY 1978.
GAO reviewed DFAFS disbursements dating back to 1976. Based
on a statistically selected sample of 230 recipients, they
estimated excess cash in the hands of recipients at $249.0
million. DFAFS later replicated the original GAO sample,
(except for on-site review of recipient records) and pro-
jected excess cash at $58.7 million for non-Public Assistance
recipients and $34.3 million for Public Assistance recipients.
This was a total of $93.0 million for the period ending
March 31, 1978, as compared to the $249.0 million GAO found
in 1976.

The apparent improvement may be due to several factors:
(1) the 230 recipients sampled both times have become more
conscious of their Federal cash balances since the GAO
review; (2) the recipients may be under-reporting their
true cash balances; (3) organizational and operational
changes made in DFAFS since 1976.

Assuming that the $93.0 million figure is accurate,
eliminating these balances through additional improvements
planned in DFAFS will result in annual interest savings of
$5.7 million. Improvements will include: (1) expanding the
recipient information reported at the time of drawdown (2)
working with Treasury to streamline the flow of information
and increase the frequency of reporting; (3) reviewing

1/ The Office of Management and Budget has recently revised
Circular A-102 to explicitly state that grantees shall
not be reimbursed with Federal funds for retainages that
have not been paid. Rather, when final payment (includ-
ing retainages) is due, Federal funds to cover the retainage
may be transferred to the grantee.

2/ Now the Department of Health and Human Services
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grantees, financial stability and accounting procedures; and
(4) implementing an immediate access system for program
offices to monitor cash balances.

DFAFS has .also identified $17.6 million of unspent
cash in the hands of recipients after the grants were
completed. Another $8.8 million cash is held by grantees
who obtained advances on awards subsequently deobligated
by the program offices. HEW is in the process of recovering
this $26.4 million at the direction of OMB. The annual
interest on the $26.4 million is $1.6 million.
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CHAPTER V. CASH MANAGEMENT TAX INITIATIVES

SCOPE OF TAX INITIATIVES

As a part of the cash management effort, the Project
developed a plan to accelerate the flow of tax revenues
from corporations and from individuals who are required
to make estimated payments by selectively reducing tax
deferral periods, increasing payment frequencies, and
raising the amount due when periodic estimated payments
are required. This plan, when fully implemented, will
save the government over $695 million each year in interest
costs and will provide a one-time bookkeeping acceleration
in tax revenues of over $10 billion. The plan does not
affect legal tax rates or tax bases and most of the pro-
posals can be accomplished administratively through
regulation changes. The plan also includes a number of
proposals to ease the deposit and paperwork requirements
for small businesses. Details of this plan were first
outlined in the President's FY 1980 budget and are again
addressed in his FY 1981 budget.

Payments of liabilities in our tax system are generally
made on a pay-as-you-go basis. Payment schedules for most
types of taxes provide for periodic deposit of liabilities
and ordinarily do not delay the payment of taxes until the
filing of a final tax return. Historically, the trend has
been to accelerate the frequency of tax payments, placing
tax payments on a more current basis. Decisions to accel-
erate payments were usually prompted by a number of things.
These included the need to better utilize government
resources, to capture the cash management and budget
advantages of such accelerations, to reduce the amount of
outstanding tax liabilities for compliance purposes, and
to improve the general effectiveness of our pay-as-you-go.
tax system. Consideration was always given to the additional
administrative costs to both taxpayers and the government of
more frequent deposits.

The Cash Management Project, with the help of the Internal
Revenue Service and Treasury's Office of Tax Policy, identified
a number of areas in which the tax payment cycles need to be
revised in order to:

(1) Require some taxpayers to make income tax
payments closer to the time when the
liabilities occur because of rapidly
increasing flows of tax revenues and
outstanding liabilities, and

(2) Reduce the deposit frequency for taxpayers
with relatively small liabilities in order
to reduce the deposit and paperwork burden
for both small business and the government.
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The areas for potential improvement include the following:

(1) Employer deposits of withholding taxes
(2) Corporation income tax payments

(3) Individuals' payments of estimated taxes
(4) Tobacco excise taxes

EMPLOYER DEPOSITS OF WITHHOLDING TAXES

Based on current regulations, the times at which withheld
income and FICA taxes must be paid depend on the amount of
such taxes accumulated by the employer. The larger the amount
of accumulated tax liability, the sooner the taxes must be
paid. The changes proposed include the following:

-- Require more frequent deposits by employers
with large liabilities.

-- Require employers with medium size tax
liabilities to deposit closer to the time
the liabilities occur.

-- Give relief to an estimated half million
very small employers by allowing them to
pay their liabilities when they submit
their quarterly tax reports.

—-- Change the procedures by which employers
determine the required payment frequency
so that employers will know the dates of
required deposits at the beginning of
each calendar quarter.

--— Reduce the "safe haven" allowed larger
employers from 10% to 5% while at the same
time allowing employers with medium size
liabilities a 5% "safe haven" to help
compensate for the proposed acceleration
in their payment cycle.

These changes will net the government aporoximately $206
million a year in interest savings.

CORPORATION INCOME TAX PAYMENTS

Under current law, corporations are generally required to
make estimated tax payments four times a year with the remainder
of their tax liability due in two equal installments after the
close of their tax year. The first installment is due 75 days
after the end of their tax year and the second installment is
due 165 days after the end of their tax year. Corporations
have a number of options available for computing the amounts
due when estimated payments are required.
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The proposed changes include the following:

-- Raise the required level of estimated tax
payments from 80 percent to 35 percent when
corporations base their payments on estimated
current year liabilities.

-- Modify the option that allows corporations to
make estimated payments on the basis of the
prior year's tax liability so that corporations
will be required to make estimated payments
that are at least 60 percent of current year
liabilities, regardless of the prior year's
liability.

-- Require full payment of the remaining liability
in a single final payment 75 days following the
end of the tax year.

-— Change the due dates for estimated pavments so
that they coincide with Treasury cash needs
which are the heaviest at the beginning of
each month.

-- Increase the minimum requirements for estimated
tax payments from $40 to a higher level of
estimated annual tax liability.

These proposals will save the government approximately
$460 million a year in interest when fully implemented.

INDIVIDUAL PAYMENTS OF ESETIMATED TAXES

Under current law, certain individuals are required to make
estimated tax payments. Generally, these are individuals whose
major sources of income are not subject to withholding. These
individuals are required to make estimated payments 4 times a
year. Generally, there is no penalty as long as estimated tax
payments plus withheld taxes exceed 80 percent of tax liabili-
ties shown on the tax return.

The proposed changes which will result in $18 million in
annual interest savings include the following:

--Increase the minimum percentage of liabilities
to be met by withheld and estimated payments
from 80 percent to 385 percent.

-=Increase the minimum requirements for estimated

tax payments from $100 to a higher level of
undeposited tax liability.
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TOBACCO EXCISE TAXES

The Cash Management Project also proposed that the collection
of tobacco excise taxes from larger manufacturers be accelerated.
These taxes are currently due 15 days after each semi-monthly
period during which the taxes are accumulated for tax reporting
and payment purposes. The Project proposed that these taxes be
accumulated on a weekly basis and paid over 3 days after the end
of each weekly period, saving an estimated $12 million a year.
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CHAPTER VI. ENSURING STRONG CASH MANAGEMENT

There has been little incentive in the Federal government
for program and financial managers to practice cash management.
Managers, in general, received no rewards or penalties as a
consequence of the way they manage collections and disburse-
ments. With few exceptions, agencies and departments experience
no direct cost or benefit related to the cash flows they handle.
This absence of incentives for managers has tended to result in
a lack of attention to managing cash flows, including a low
priority for developing modern cash management systems,
practices, and techniques.

The Federal government has taken a number of steps to
compensate for this lack of incentive within the agencies.
Many of these steps were initiated or supported by the Cash
Management Project. Following is a summary of these steps.

A. ISSUANCE OF GOVERNMENT-WIDE CIRCULARS AND REGULATIONS ON
CASH MANAGEMENT

1. Treasury Department Circular 1084-Regulations
Governing Cash Management Practices Within The
Federal Government

With the issuance of Department Circular 1084 in
December 1976, Treasury brought together in one document
specific policy guidelines that cover most of the key
elements of Federal cash management. This Circular stands
as an umbrella document for agencies to use as a guide for
conducting their financial business. It establishes the
policy regarding cash management practices within the
Federal government relating to the development of internal
agency regulations, systems and procedures. This Circular
also reiterates the Treasury policy contained in Circular
1075 on advance financing of Federal grant and other
programs.

2. Treasury Fiscal Requirements Manual - Chapter 8000,
Cash Management

This chapter of the Treasury Fiscal Requirements
Manual was issued in May 1978 and prescribes the procedures
to be followed by agencies and departments in implementing
the cash management policies contained in Treasury Circular
1084. This Chapter details the procedures to be followed by
agencies in their billing and collection activities, deposit
functions, and disbursement activities. These procedures
also call attention to the time value of money and emphasize
the need to maximize the amount of cash available to Treasury,
thereby precluding unnecessary borrowings by the Treasury and
resultant interest costs.
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3. Federal Bill Paying Practices - OMB Memorandum
For The Heads 0Of Executive Departments And
Agencies

In July 1978, the Director of the Office of Management
and Budget directed all government agenc1es to take the follow-
ing steps to strengthen their bill paying practices: (1) include
specific payment terms in contracts and purchase orders; (2)
ensure that payments are scheduled to coincide with due dates;
and (3) observe the procedures for controlling the timeliness
of disbursements outlined in the Treasury Fiscal Requirements
Manual.

B. INDIVIDUAL INCENTIVES

In the past, cash management has not received much high-
level attention in the departments and agencies outside of
Treasury. As a result, few awards were made to individuals
displaying excellence in this field, even though various
certificates, letters of commendation, cash awards and
quality step increases could have been used for this purpose.
The focus has now changed. Greater attention is being paid
to cash management throughout the entire Federal sector.

The 1978 Joint Financial Management Improvement Program
(JFMIP) annual award for financial achievement went to
William M. Henderson for his contribution to the improve-
ment of Federal cash management. With the advent of the
Civil Service Reform Act in 1978, new avenues are now open
to rewarding individual performance. We expect that these
will be used and that performance standards for cash manage-
ment will be an integral part of the bonus pay program for
the Senior Executive Service and merit pay program for
middle managers. These management tools will be essential
in institutionalizing sound cash management practices in
the agencies.

C. INSPECTOR GENERAL RESPONSIBILITIES

On October 12, 1978, the President signed a bill creating
Offices of Inspectors General (IG) in 12 Federal departments
and agencies. The Inspectors General will be responsible for
searching out fraud, waste and inefficiency in agency programs.
They will oversee and conduct audits and investigations where
necessary.

In developing the charters for the Inspectors General, the
Office of Management and Budget has taken steps to assure that
cash management is a highly visible part of the program. Audit
and investigative organizations in the Executive Branch until
now have not given much emphasis to cash management reviews.
Through the combined efforts of the Cash Management Project,
GAO, and the IGs, this emphasis will change.
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D. TRAINING

The amount of cash management training available has
increased substantially over the last couple of years.
The Joint Financial Management Improvement Program (JFMIP)
and the Association of Government Accountants (AGA) have
been particularly active in this regard. Also, the Office
of Personnel Management has developed courses over the
past two years that will be offered on a continuing basis
to government employees.

Below are some specific sessions that were attended by
several hundred persons in the government and many from
the private sector who do business with the government.

1. The First and Second Annual Government Cash Managers

Conferences were held in Washington, D.C. on
December 12-14, 1978 and February 25-27, 1980 under the
sponsorship of Marshall D. Sokol Associates, Inc. These
conferences included speakers from both public and private
sectors who had considerable experience in the field of
cash management. The speakers discussed efforts by both
government and private industry to improve cash management.

2. Regional Letter-of-Credit Workshops were sponsored
jointly by the Treasury and JFMIP. Separate sessions were
held in the ten regional cities, i.e., Boston, Atlanta,
New York, Philadelphia, Chicago, Kansas City, Dallas,

San Francisco and Denver over the period September 14,
1978-September 14, 1979. The workshops dealt with the
evaluation of letters of credit in terms of (a) Federal
program agency monitoring responsibilities; (b) the use of
electronic funds transfer; (c) HEW's use of single letters
of credit; and (d) preparation of the letter-of-credit
drawdown voucher.

3. Cash Management Workshop conducted by JFMIP and AGA
on October 18, 1978 brought together individuals from several
different elements of the Federal government to discuss current
cash management developments. The Office of Management and
Budget presented the President's perspective on cash management
and Treasury followed with a presentation on managing Federal
cash. The Office of Federal Procurement Policy addressed the
effect of cash management on procurement policy and the Depart-
ment of Defense provided a discourse on their cash management
operations.
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4, Cash Management Workshop on January 16, 1978 sponsored
by JFMIP and AGA provided insights into the letter-of-credit
method. The Department of Agriculture and the Environmental
Protection Agency discussed procedures of the Regional Disburs-
ing Office and Federal Reserve Bank letter-of-credit systems.
HEW discussed the use of consolidated payment systems and the
single letter-of-credit concept.

5. Loan Systems Workshop sponsored on July 11, 1977, by
JFMIP addressed basic principles and an interagency approach
to the design of loan disbursement systems. Participants
included officials from the Veterans Administration and
the Export-Import Bank.

6. JFMIP Annual Conference on February 1, 1977 included
" a separate session on cash management. Officials from the
U.S. Postal Service, Treasury and other agencies addressed
the session.

The level of participation in these sessions is
encouraging. We have every reason to expect that the
impetus they have provided to improving cash management.
practices will continue.

E. FINANCIAL PRIORITIES PROGRAM

On May 7, 1979, a comprehensive program to address major
financial issues was announced by OMB. These issues selected
in consultation with the Comptroller General included cash
management. The program focuses special attention on this
issue and on a limited number of other issues to insure con-
tinuing emphasis through the budget process, through GAO
review, and through other institutional means.
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APPENDIX A SUMMARY OF INITIATIVES AND SAVINGS

The following exhibits show the consolidated Project

savings by agency and by initiative.
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Action Taken

C. Department of Energy

1. Naval Petroleum Reserves
- Wire transfer of sales
. proceeds
- Elimination of
) processing delays
- Wire transfer of Casper
Wyoming sales
2. Bonneville Power
Administration
" = Revised billing procedures
and conversion to TFCS

3. DOE department-wide receipts
- Accelerated processing of
collections from non-
government sources
= Reduce mail float from

field offices
- Elimination of interagency

checks (exclusive of DOD)
-~ Elimination of checks from
DOD

D. Department of State

Agency for International
" Development

- Use of TFCS

R 7 2R 7 SR 7 R 72 4

ANNUAL SAVINGS

Annual
Increase In
Available
Funds

Time Gailned

In Use of
Funds

485,000,000
102,820,000

14,400,000

180,000,000

259,200,000
11,580,296
88,918,272

328,150,000

200,000,000
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2.8 days
1.7 days

25 déys

16.85 days
1.16 days
3.06 days

1 day

1 day

3 day

<

$

Interest

Savings (1)

230,000

29,618

61,000

513,925

51,000
6,000
15,066

55,603

101,667



ANNUAL SAVINGS

Annual
Increase In Time Gained
Available In Use of Interest
Action Taken ’ __ Funds _ Funds Savings (1
E. Department of Agriculture
1. Accelerate ASCS recelpts
by using local depositories $ 3,100,000,000 1 day $ 525,000
2. Accelerate deposit of
recelpts by National
Finance Center $ 75,500,000 3 days (2) $ 55,000
3. Conversion of Rural
Electrification
Administration
recelpts to TFCS $ 350,000,000 2.1 days $ 124,000

4. Farmers Home Administration
- Accelerate processing of
recelpts by St. Louils
Finance Center o $ 3,248,000,000 3.6 days (2) $2,500,000 (4)
- Accelerate recelpts of
FmHA bv using local

depositories 2,724,000,000 5.5 days (2) $3,100,000 (5)

<

5. Food Safety and Quality Service
- Accelerate billing process

for FSQS meat quality service $ 18,900,000 ' 16 days 51,000
- Accelerate processing of

FSQS meat quality collections S 18,900,000 30 days (2) 137,000
= Accelerate processing of :

receipts of FSQS, poultry $ 11,300,000 -1.7 days (2) 4,600

& fruit & vegetable service S 19, 300,000 3.1 days (2) 14,400
- Accelerate FSQS receipts by S 11,300,000 4 days (2) 11,000

using local depositories $ 19,300,000 4 days (2) 18,600
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Action Taken

F. Department of Housing and
Urban Development

Reduction in Delinquent
FHA Premiums

G. Department of Interior

1. Bureau of Land Management
- Accelerate processing of
Outer Continental "Shelf
(0SC) 207% bid deposit
checks ’

- Requiring 80% balance
payment in immediately
available funds

- Expedited billing, collec--
tion and deposit of timber
sales receipts

2. Geological Survey-wire (FY'79)
receipts for reimburse-(FY'80)
ment of services pro- (FY'81)
vided to the Saudi
Arabian government

- procedural change to ensure
rental and royalty
payments received when due
- prompt processing of receipts
by the Casper office

R4

N L <

ANNUAL SAVINGS

Annual
Increase In
Available
Funds

14,100,000

291,800,000
520,000,000

235,295,905

11,012,048
17,204,812
22,795,180

1,182,635,000

118,795,154
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Time Gained .
Interest

In Use of
Funds Savings (1)
360 days $ 860,000
13 days $ 610,000
1.38 days $ 121,967
1.25 days $ 50,132
56.72 days $ 105,835
56.72 days $ 165,353
56.72 days $ 219,082
1.77 days $ 355,356
1.4 ‘'days $ 28,181



Action Taken

- Use of wire transfer
for collections from
companies paying over

$400, 000 monthly $

- Reston staff to cut
processing and

deposit delays $

H, Veterans Administration

1. Improved collection of
insurance premiums

- New VA Data processing
equipment in Philadelphia
and St, Paul $
2. Austin DPC lock-box
establishment 1/ $

I. Federal Home Loan Bank Board

1. Use of Treasury interagency
accounting transaction for
processing FSLIC assessments $

2. Same day deposit of S&L
assessments and examination
fees $

ANNUAL SAVINGS

Annual
Increase In Time Gained
Available In Use of
Funds Funds
176,652,000 3 days.
70,000,000 4 days
687,125,874 1.4 days
858,000 4 days
20,755,996 1 day
9,570,941 1 day
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Interest

Savings (1)

89,798

47,444

163,000

74,000 (5)

3,517

1,622



ANNUAL SAVINGS

Annual : : ‘
Increase In ' Time Gained
Available In Use of Interest
Action Taken Funds Funds Savings (1)
3. Possible conversion of
' assessments and examination ) ,
fees to Treasury wire $ 15,951,570 3 days $ 8,109
transfer ' '
J. Federal Savings and Loan
Insurance Corp.
Study conversion of S&L
assessment recelpts to
wire transfer $° 207,406,344 3 days $ 105,432
K. Federal Deposit Insurance
Corporation
Conversion of bank
assessments from
checks to wire
transfer $ 420,000,000 4 days s 284,667
L. General Services Administration
1. Sale of stockpile materials
~ Accelerate receipts by
using TFCS $ 156,000,000 9 days $ 238,000
~ Accelerate the billing ’ '
process $ 48,000,000 _ 21 days S 170,000
2, Accelerate receipts from
gold sales by using
TFCS $ 300,000,000 3 days $ 152,000
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ANNUAL SAVINGS

Annual
Increase In Time Gained
Available In Use of Interest
Action Taken - Funds Funds Savings (1)
M. Tennessee Valley Authority
Encouraging voluntary usage
of TFCS and looking to
possible inclusion of TFCS
in future contracts S 500,000,000 3 days S 300,000 (8)
N. Department of Health, Education
and Welfare ,
Increase in frequency of $ 150, 300,000 (1980)
FICA deposits by states ’ ’
P Y Per GAO Report $ 180,500,000 (1981)
_$ 198,200,000 (1982)
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Action Taken

Chapter TII:

Controlling Disbursements

A. Treasury Department

1. Conversion of Legal Services
Corporation to letter of
credit

2. Conversion of Action to
letter of credit

3. Conversion of Economic
Development Administration
to letter of credit

B. Department of Defense
1. Paying bills on due date

2. OCHAMPUS
Delayed drawdown -

ANNUAL SAVINGS

Annual
Increase In
Available
Tunds

$ 205,000,000

$ 20,000,000

$ 760,406,667
(2/1/77-1/31/78)

$ 718,951,111
(2/1/78-1/31/179)

$ 522,222,223
(2/1/79-1/31/80)

$ 15,128,146,036

$ 575,000,000
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Time Gained
In Use of
Funds

15 days .

45 days

360 days

360 days

360 days

11.6 days

5 days

Interest

Savings (1)

521,042

1

150,000

46,384,807

43,856,018

31,855,556

29,794,670

487,153



Action Taken

C. Department of Energy

1. Payments to vendors and
contractors
- Elimination of early
payments by integrated
contractors
- Elimination of early
payments to vendors
and other contractors

2. Letter of credit
- Reduction in excess
cash balances
- Reduction of excess
federal funds with
contractor

D. Department of Agriculture

1. National Finance Center

elimination of early payments

to vendors

2. Conversion of FNS letter of

credit to TFCS

3. Conversion by Forest Service

to letter of credit

ANNUAL' SAVINGS

Annual
Increase In
Avallable
Funds
$ 228,742,904
$1,352,085,384
$ 1,330,000
$ 1,800,000
$ 180,000,000
$ 128,000,000
$ 625,000
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Time Gained
In Use of
Funds

18.16 days

11.33 days

360 days

360 days

12 days

360 days

360 days

Interest

Savings (1)

$ 704,900

$ 2,595,741

$ 81,000
$ 110,000
$ 360,000

$ 7,800,000

$ 38,125



Action Taken

4. Conversion by FmHA to Loan
Disbursement System

5. Conversion of FSQS grant
program to letter of credit

E. Department of Housing and
Urban Development

Processing and paymént
of tax bills

F. Department of the Interior

1. Bureau of Reclamation
-elimination of early
payments to vendors

. ‘and contractors

2. National Petroleum Reserves
-elimination of early
payments to the private
contractor

3. Fish and Wildlife Service
—<limination of early
payments to vendors

and contractors

ANNUAL SAVINGS

Aﬁnual »
Increase In - Time Gained
Available In Use of

Tunds : Funds
$ 705,000,000 360 days

BASED ON DETAILED
COMPUTATIONS PER
INDIVIDUAL GRANT

NOT QUANTIFIED AT

THIS TIME
$ 210,000,000 | l6l3/4 days
$ 151,000,000 18 days
$ f5.801,388 ' | 7.93 days
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$

$

$

.$l

Interest

Savings (1)

14,800,000 (9)

212,500

596,000

460,549

101,852



ANNUAL SAVINGS

Annual
' Increase In Time Gained :
_ : _ Available In Use of Interest
Action Taken Funds Funds Savings (1)
G. Department of Transportation
Letter of credit ' NOT QUANTIFIED AT
THIS TIME
H. Department of Health, Education,
and Welfare
1. Paying bills on due dates $ 1,200,000,000 6 1/4 days $ 1,300,000
2, Check cycling by Social NOT QUANTIFIED AT
Security Administration THIS TIMC
3. Health Care Financing $ 20,096,434 360 days s 1,225,882
Administration checks -
paid letter of
credit.
4, Public assistance-checks COMPUTATION PROVIDED $ 1,000,000 (1980)
paid letter of credit BY HEW $ 35,000,000 (1981)
I. Veterans Administration
Money management policy to $ 6,961,223 11 days® ~ © § 500,000 (10)
pay bills on due date
J. General Services Administration
Payment of vendors'
invoices by GSA when due --
not before or after $ 3,000,000,000 13.75 days $ 17,000,000
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ANNUAL SAVINGS

Annual .
Action Taken Increase In Time Gained )
. Available In Use of Interest

Funds ‘ Funds Savings (1)

Chapter Iv: -
Reducing Idle Balances

A. Treasury Department

Treasury Tax and Loan

Investment Program $ 75,000,000 (11)

B. Department of Defense

Reduction in cash held

outside Treasury $ 10,216,000 360 days $ 623,176

C. Department of Agriculture

Reduction in outstanding '
travel advances i $ 450,000 360 days $ 27,000

D. Department of Transportation

Elimination of premature payment
of contractor retainages, .

subject to revision of OMB
: Circular A-102 $ 209,000,000 360 days $ 12,749,000

E. Department of Health, Education,
and Welfare

= Reduction of excess cash
balances $
- Recovery of unspent cash from
completed and terminated
grants

93,000,000 360 days $ 5,673,000

. § 26,400,000 ' 360 days $ 1,600,000
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(1)
(2)
(3)
(4)
(3)
(6)
)]

(8)
(9
(10)

(11)

Based on 360 day year @ 6.1 7.
Based on 252 working days.
Net of additional bank service costs.
Net of $300,000 staff costs.
Net of lock box costs.
Net of $33,000 interest lost on 2 sales.
Interest savings of $209,252 was rounded at
VA's request to $200,000 and was reduced by
estimated lock box costs of $126,000.
Based on 7.27 interest for the sales to four
largest power customers.
Based on Net Interest Savings (6.1%)less 47
borrower's Interest Note.
Interest savings of $674,696.80 discounted to
$500,000 to recognize that implementation
will vary by station.
Savings estimates range from $100 to $50 million
so $75 million mid-point was used herein.
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APPENDIX B. FEDERAL CASH MANAGEMENT PROJECT STAFF MEMBERS

Office of Management and Budget

Overall Direction

James T. McIntyre, Jr.
Director

John P. White
Deputy Director

W. Harrison Wellford
Executive Associate Director
for Reorganization and Management

Policy
Wayne G. Granquist
Associate Director for
Management and Regulatory Pollcy



Federal Cash Management Project

Executive Director

Richard E. Cavanagh

Domestic Reorganlzatlon Coordinator
President's Reorganization Project
Office of Management and Budget

Deputy Executive Directors

Jerfy G. Bridges
Senior Management Inspector'
Department of State

.Federick H. Hansen

Deputy State Treasurer
Salem, Oregon

Government Agencies

Cletoria L. Craig
Office of Audits

Department of Transporiation

Patricia A. Davis
Assistant to the Treasurer
Transamerica Corporation
San Francisco, california

Paul Gist
Special Flnanc1ng Staff
Department of the Treasury
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- Government Agencies (Continued)

Barry W. Haley
Bureau of Hearings & Appeals
Health, Education, and Welfare

William M. Henderson
Office of the Fiscal Assistant Secretary
Department of the Treasury

Barbara J. Hunter :
Office of the Assistant Secretary
for Education

Department of Health, Education, and
Welfare

Russell D. Morris

General Manager. . ,
Financial Planning Division
Office of the Treasurer
United States Postal Service

George F. Northway
" Financial Management Division
Office of Management & Budget

Gerald J. Tache _
Management Analyst Division
Department ‘of Commerce

Executive Loan Program

Richard S. Barron
Coopers and Lybrand
Philadelphia, Pennsylvania

Jerome V. Bennett

Chairman, Department of Accounting
School of Business Administration
University of Richmond
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Executive Loan Program (Continued)

~Joseph J. Bonocore
. Coopers & Lybrand
Philadelphia, Pennsylvania

Willard P. Britton
Knight-Ridder Newspapers, Inc.
Miami, Florida

Donald M. Burd
‘Peat, Marwick, Mitchell & Company
Newark, New Jersey

Stephen E. Cohen
Partner :
Alexander Grant & Company
Atlanta, Georgia

Charles E. Cooper
Coopers & Lybrand
Philadelphia, Pennsylvania

Randall Cramer
Touche, Ross and Company
Washington, D. C.

Edwin S. Crawford

Baker Watts, Investment Bankers
Baltimore, Maryland

Arthur H. Hopkins
Wharton Graduate Division
Philadelphia, Pennsylvania

Robert A. Judd
Coopers & Lybrand
Philadelphia, Pennsylvania

Raymond E. Nystrom
Hewlett-Packard Company
Palo Alto, California
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Executive Loan Program (Continued)

Hoshi Printer
Xerox Corporation

Santa Ana, California

Richard E. Radez

Vice President

J. Henry Schroder Bank
& Trust Company

New York, New York

Kathleen M. Shelton
Wharton Graduate Division
Philadelphia, Pennsylvania

Alfred L. Simensen

Director of Corporate Development
Energy Systems Corporation
Nashau, New Hampshire

Deborah L. Talbot
Peat, Marwick, Mitchell & Company
Newark, New Jersey

Harold J. Weeks, Jr.
Assistant Treasurer
New England Telephone
Boston, Massachusetts

Administrative

Wendy McGhee Graham
Office of Personnel
Department of Energy

Helen Z. Rebholz
Council on Wage and Price
Stability
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Administrative (Continued)

Rose L. Thorogood
Office of Personnel
Veterans Administration

Deborah D. Walker
Office of Personnel.
National Science Foundation
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON. D.C. 20503

July 7, 1978

MEMORANDUM FOR THE HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

FROM: JAMES T. MCINTYRE, JRA_), | M.CJ_# -
| DIRECTOR '

SUBJECT: FEDERAL BILL PAYING PRACTICES

1. Purpose: This memorandum is to bring to vour attention

some recent disclosures regarcing Federezl bill peyving prac-

tices and to solicit your support for making improvements to
ensure that the Government pavs its bills when due.

2. Background: As you know, the Treasury Department admin-
isters the public debt., Appropriations are made to that
cepartment to finance the dnterest costs. Interest costs are
incurred for essentially two reasons, i.e., to compensate for
timing difference between receipts and disbursements and to i
fund the deficit. It is important, therefore, that all depart-
ments and agencies assist the-Treasury in its effort to mini-
mize the interest costs by ensuring that bills are paid when

. due.

3. Recent Disclosures: Reports by the General Accounting
Office and recent work by the President's Cash Management Pro-
ject and the Joint Financial Management Improvement Program
have demonstrated the needé to pay Government bills when due,
not early or late. The work has revealed the importance of
clear and practical pevment standards for use in Fecerel pro-
curements and the need to take action to facilitate timely
pavment of bills.

General Accounting Office: The GEO concluded that the
f explicit pavment terms on contracts anc purchese
rders has resulted in & decgree of uncertainty concerning
yment due dates.. This stems primarily from an absence
standaréds to guide procurement officials. Our Office
Federal Procurement Policy (O¥PP), acs part oi ites pro-
m to consolidate procurement reguliations, is working to
ure thet specific payment terms are incluceé¢ in Govern-
contracts ancé purchase orcers. In the meantime vour
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‘Page Two

assistance 1s needed in ensurinc that contracts and pur-
chase orders issued by your agency include speciiic payment
terms that are fair and equitable to all parties.

The GAO has shown that 70 percent of the Government
bills amounting to 82 percent of the total cdollars paid,
were paid on time or early. They concludec that many
millions of dollars in interest could have been saved
annually if bills had been paid when due.

b. Treasury Recuirements: The Treasury Department has
overall responsibility for maintaining acdecuate cash to
meet the Government expenditure needs. To effectively
carry out this responsibilitv, the Treasury must be
supported by prudent cash manacement decisions throughout
the Federal Government. In meeting its responsibilities
Treasury has recently issued Chapter 8000 "Cash Management"
as part of its Fiscal Reguirements Manual.

The purpose of this cash manacement reculaticn is to
provice guidelines for agencies in establishinc eifective
cash management procedures to expedite the flow of funds
into the Treasury and ceontrol the timeliness of disburse-
ments. Under these procedures attention is to be focused
on the time value of money, thus tending to maximize the
amount of cash available to the Treasury for disbursement
or investment and preclude unnecessary borrowinc ané asso-
ciated interest costs. The reculations govern agency
financial activities 1including billings andéd collections,
ceposits, disbursements, cash advances, cash held outside "
Treasury, and foreign currency transactions.

c. Presicdent's Reorcanization Project - Federal Cash
Management: The President is interestec in the subject oi
effective cash management ancé has directed our reorganization
staff anéd the Treasury to work cooperativelv towards this
end. In addition to examining Government collections,
deposit anc borrowing practices, the cash management project
has been exploring wavs to better control disbursements

in general and bill paving in particular.

4. Check Writing ancé Deliverv: When a department
submits & certified voucher to the Treasury Ifor pavnm
Treasury makes payment within 48 hours by issuing a
that is either mailec to the recipient or deliverec t
s
1

submittinc agency or department .(Defense writes it
However, the basic principle. acdvanced here is ecuz
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to DOD). In the case of disbursements by the Treasury
financial Communication System (TFCS), the payment is trans-
ferred to the recipient's account at a commercial bank.
Consideration must, therefore, be given time lags due to
processing within the agency and Treasury as well as for
mailinc and transmission so that the payments are in the
recipient's hands on the dates due.

5. Action: The President has asked me to communicate to

vou his interest in brincing about improvements in cash
manacement practices as rapicdlv &s possible andé to reguest

thet concentreted attention be given to this subject 1n each
acencv. I hope thet each of you will give vour active interest
and support in improving the Government's bill paving per-

" formance by ensurinc that:

2. peyment terms are included in contracts ancé purchase
orders.

b. pevments are scheduleé to coincide with due dates,
rether than before or zfter.

T
c. the policies and practices contained in the new
Chepter 8000 of the Treasury Fiscal Reguirements Menueal
are observed.
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THE WHITE HOUSE
WASHINGTON

26 Jun 80

Tom Jones

The legal Counsel's office
concurs with the attached-

CAB decisions Dockets: 33719
and 35416. Please have
appropriate letters autopenned.

Marion Bartle
Rick Hutcheson's office




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

JUN 24 1980

ACTION
MEMORANDUM FOR THE PRESIDERT o
‘SUBJECT: Civi) Aeronautics Board Dec1sion3°

d/b/a Japan Travel Bureau |

Laker A{rways Limi{ted : International, Inc.
Docket 35416 ' Docket 33719
Due Nate: July 7, 1980 Due Date: July 18, 1980

The Civ1l Aeronautics Roard proposes to iake the following

actions with regard to the ahove 1nternat1onal aviation
cases:

-=- The foreign afr carrfar permit of Laker Alfrways, Limfted,
Wwill be transferred tn another corporation also known as
Laker A{rways, lLimited. Both firms are incorporated under
the laws of Jersey in the United Xingdom and are wholly
nwned subsidifaries of Laker Afrways (International),
Limited, another English corporation. The transfer action
has been requested so that the current permit holder may
take advantage of certain corporate provisions available

to the transferee thus faci{litating the financing of new
afrcraft.

-= A foreign indirect air carrier permit will he 1ssued to
Japan Travel Rureau, Inc. d/b/a Japan Travel Rureau
International, Inc. (JTB) for a period of five years. The
issuance of th1s pernit will allow the Japanese firm to
orqganize tours and to contract with air carriers for the
transportation of passengers and their accompanied baggage
from any point or points in the lUUnfted States to any
point or points outside the United States and return. \

-- The National Afr Carrier Association (NACA), representing - -
Transamerfca Afrlines and Yorld Afrways, and the American "
Association of Trave)l Agents (ASTA) have obhjected to the
Board's earlier show cause order in this case. After
reviewing these objections, the Board concluded that the
problems raised by NACA and ASTA about Japanese c
restrictions and discriminatory practices are not afmed at
indirect air carrier permit holders. ::Therefore, the
problems raised bv NACA and ASTA wou]d not be resolved by .

Eﬂecfcms?atﬂc Copy Waad@
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The Departments of State, Defense, Justice and Transportatfion
and the Natfonal Securfty Council have not {dentified any

forefgn policy or natfonal defense reasons for disapproving
the orders in whole or in part.

The Office of Hanagement and Budget recommends that you
approve the Roard's decfsfons by signing the attached letter
to the Chairman which indicates that you do not intend to

disapprove the Roard's orders within the 60 days allowed by
~statute for your reviev.

1]s), R. 0., Schlickeisen

R. 0. Schlickefsen
Associate Director for
Economics and Government

Attachments:

CAB letters of transmittal
CAB orders

Letter to the Chafrman

Optfions and Implementation Actions:

/~7 1) Approve the Roard's orders. (DOS, DOD, DOJ, DOT,
NSC, 0MB,)
-« Sfan the attached letter to the Chairman,

'Disapprove the 8oard's orders.
-- Implementation materfals to be prepared.

/7 3) See me.

177
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- THE WHITE HOUSE
WASHINGTON

6/16/80

Tom Jones:
We have received White
House concurrence on

. . the attached CAB decision.

Please take appropriate
action. -

Rick Hutcheson




ID 803318 - . THE WHITE HOUSE

WASHINGTON
DATE: 11 JUN 80

FOR ACTION: STU EIZENSTAT ' .

>

INFO ONLY: THE VICE PRESIDENT

[3
.h

).'

o

LLOYD CUTLER (DOU3 HURON) ..

- . ) . " - L
- - : . s

SUBJECT: = CAB DECISION: POLSKIE LINTE LOTNICZE, DOCKET 35385

© LAST DAY FOR ACTION JWNE 22

A4 A A A A A A A A

+ RESPONSE DUE TO DOUS HURON

-

'+ BY: 1200 PM FRIDAY 13 JUN 80

R O B I e
"ACTION REQUESTED:. YOUR COMMENTS:

. PLEASE NOTE OTHER CO'MENTS BELOW: .

- STAFE\RESPONSE; () I CONCUR. -( ) NO CdMMENT. ( ) HOLD.
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EXECUTIVE OFFICE OF THE PRESIDENT
- OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503 :

JUN 10 1980

ACTIOR _
MEMORANDUM FOR THE STAFF SECRETARY
SUBJECT: Civil Aeronautics Board Decisioﬁé

Polskie Linie Lotnicze (LOT)
Docket 35385

Due Date: June 22, 1980

You will find attached a memorandum for the President about
the above 1international aviation case. The interested
executive agencies have reviewed the Board's decision and
have no objection to the proposed order. -

This 1s a routine, noncontroversial matter. No foreign
policy or national defense reasons for disapproving the
Board's order have been identified. [ recommend that the
President sign the attached letter to the Chairman which
indicates that he does not intend to disapprove the Board's
order within the 69 days allowed hy statute. Otherwise, the
Board's order becomes final on the 61st day.

/s/ R. 0. Schlickelsen

R. 0. Schlickeisen
Associate Director for
Economics and Government

Attachments:

Memorandum to the President
CAB letter of transmittal
CAB order

Letter to the Chairman

Electrostatic Copy Made
for Preservation Purposes




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
' WASHINGTON, D.C. 20503

JUN 10 1980

ACTION
MEMORANDUM FOR THE PRESIDENT
SUBJECT: C1ivil Aeronautics Board Dec1s1oh:

Polskie Linfe Lotnicze (LOT)
Docket 35385

Due NDate: June 22, 1980

The Civil Aeronautics Board proposes to renew the foreian

air carrier permit of Polskie Linie Lotnicze (LOT) until
darch 31, 198¢2.

The Poard also will remove schedule frequency restrictions
previously placed upon the carrier's operations hetween
points in Poland and the terminal point Hew York, New York,
via intermediate points. Further, the Board will amend the
carrier's permit to allow LOT to operate charter flights
without prior approval by the Roard.

Polskie Linic Lotnicze had requested authority to serve
Chicago, I1linois, as the second U.S. point allowed by the
U.S.-Poland Air Transport Agreement. The Board notes that
this second U.S. pnint option may be exercised only after the
Government of Poland has officially notified the Government
of the Unfited States that wide-bodied aircraft may operate at
Warsaw Afrport without special conditions or limitations.

The Government of Poland has provided no such notification.

Therefore, the requested authority by LOT to serve Chicago fis
denied.

The Departments of State, Defense, Justice and Transportation
and the HNatfonal Security Council have not fidentified any

foreign policy or national defense reasons for disapproving
the Board's order in whole or in part.
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. The Office of Management and Budget recommends that you

* approve the Board's decisfon by signing the attached letter
~to the Chairman which indicates that you do not intend to

.. disapprove the Board's order within the 60 days allowed by
~ statute for your review. :

i/s/, R. 0., Schlickeisen
R. 0. Schlickeisen
Associate Director for
Economics .and Government

Attachments:

CAB letter of transmittal
CAB order
Letter to the Chairman

Options and Impleméntat1on Actions:

/~7 1) Approve the Board's order. (DOS, DOD, DOJ, DOT,
MSC, OMB).
-- Sign the attached letter to the Chafrman.

/77 2) Disapprove the Board's order.
-- Implementation materials to be prepared.

/] 3) See me.
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THE WHITE HOUSE .-

WASHINGTON

To Chalrman Harvin Cohen

1 have reviewed the following order propesed hy the Flvil
Reronautics Poard: =

Po!skie Linie Lotnicze (LOT)

Oocket 35385

1 do not {intend te #4icsppreve the 80ard's order within the
60 days allowed by statute. ‘

Sinéerély,;‘
The Nonorable Marvin S. Cohen
Chairman
Civt) Aerpreutics Bnard
Hashington, D.C. 20428
Electrostatle Copy Mad@
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FOR OFFICIAL USE ONLY
CIVIL AERONAUTICS BOARD

WASHINGTON. D.C. 20428 IN REPLY REFER TO: B.]-58

APR 2 3 1980

The President
The White House
Washington, D.C. 20500

Dear Mr. President:

I transmit the Board's proposed order on the application of
Polskie Linie Lotnicze (LOT), Docket 35385, for your consideration under
section 801(a) of the Federal Aviation Act of 1958 as amended by the
Airline Deregulation Act of 1978. The order will issue an amended and
renewed foreign air carrier permit to the applicant and adopt the Board's
tentative decision in its Order to Show Cause 79-8-104 (enclosed) as
amended, unless you disapprove it within 60-days of this transmittal.

If you should decide earlier that you will not disapprove, please
advise me to that effect; this will allow the earlier issuance of the
permit.

We are submitting this proposed decision to you before publi-
cation under the provisions of section 801(a) of the Federal Aviation
Act of 1958. In accordance with Executive Order 11920, however, we
plan to release all unclassified portions of the decision upon receipt
of authorization from your Assistant for National Security Affairs.

Respectfully yours,

{Signed) Yervin & Coben

Marvin S. Cohen
Chairman

Enclosures

FOR OFFICIAL USE ONLY




