Cash and Cash Equivalents Policy
The following sample outlines a set of policies and procedures for the use of cash and cash equivalents that preserves principal, meets liquidity needs, and delivers a suitable return in relationship to these policies and market conditions.
Prepared By:   ______________

Approved By:  ______________

Revision Date: ______________

Effective Date: ______________

PURPOSE:

To establish uniform policies for cash and cash equivalents for Company X that preserves principal, meets liquidity needs, and delivers a suitable return in relationship to these policies and market conditions.

SCOPE:

For financial reporting purposes, cash includes currency on hand, checks and demand deposits with banks or other financial institutions, as well as deposits in transit.
DEFINITIONS:

Cash Equivalents: - Short-term, highly liquid investments that:
· Are readily convertible to known amounts of cash;
· Have original maturities of three months or less;
· Are so near their maturity that they present insignificant risk of changes in value because of changes in interest rates.

PROCEDURES:

Cash handling responsibilities:

· Appropriate segregation of duty at all times:
· A single employee may not handle a cash transaction from beginning to end;
· The cash handling function is separated from the function of recording cash transactions in the books of account;
· Employees not involved with cash processing prepare bank reconciliations.
· Centralization of the cash receipt function;
· Depositing of cash receipts to the bank intact on a daily basis;
· Recording of all cash receipts to the appropriate sub-ledger and general ledger on the date of receipt;
· Unapplied cash should be cleared (applied to a specific A/R account and customer) daily by each plant. Each Plant Controller should sign-off on the previous day’s cash clearing report in a timely manner. See Accounts Receivable for further explanation;
· Payments should be limited to checks rather than actual currency.
All sites are required to complete the “Bank Account Opening Form” whenever new bank or other related investment accounts are needed. This form:
· Highlights the accounts currently open;
· Determines why the new account(s) are needed;
· Provides an estimated cost in opening needed accounts.
Additionally, the bank account documentation from the bank must also be presented to Corporate Treasury for their review to ensure it is in compliance with the Company’s Credit Facility and other loan documents.

Bank accounts can only be opened by officers of Company X (as authorized by the Board of Directors). Signature cards must be updated at least annually or as indicated by change of events (termination or addition of signer).

Company X should also use lockbox processing upon receipt of cash or cash equivalents (checks, etc.). A third party will process these deposits and issue a daily report to Company X for input.
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