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1 OBJECTIVE

The objective of this procedure is to ensure that all foreign currency payments are made in a controlled manner.

2 SCOPE

This procedure describes the requirements for the management of project foreign currency payments

3 REFERENCES

3.1 Inputs

· Cost Management General – Procedure ATD_P_CE_000003
· Limits of Authority – Procedure ATDP_PM_000008
· Enquiry Formulation and Issue – Procedure ATDP_PS_000001
· Tender Receipt, Analysis and Contract Issue – Procedure ATDP_PS_000002
3.2 Outputs

· Invoice and Progress Certificate Approval and Payment – Procedure ATDP_CE_000008
· Correct foreign currency payment in accordance with Government regulations.

4 DEFINITIONS

Nil.

ACTIVITY FLOWCHART

· On Award of Contract completes the Notification of Foreign Currency Commitment (Form ATDP_CE_000407)

· Forwards copies to

· Senior Cost Controller

· Project Services Coordinator

· AAC Treasury

· Project Document Centre (for file)

· Advises AAC Treasury and Senior Cost Controller of any changes to the settlement date(s).

· If foreign content is in excess of R50000 – Purchases forward cover.

· Confirms purchase to the Project Services Co-ordinator

· Receives original invoice and Bill of Entry from contractor

· Checks content and forwards to the Senior Cost Controller

· Receives and logs invoice

· Obtains necessary Authorisation to pay 

· Initiates settlement of invoice with AAC Treasury. Checks for when payment is effected

· Maintains register of all Forex transactions (Form ATDP_CE_000327)

· Informs Senior Contracts Administrator of payment date

· Makes payment on receipt of approval from the Senior Cost Controller.

5 RESPONSIBILITIES

5.1 General

· In terms of AAC Group Financial Policy, forward cover must be taken out for all Orders/Contracts, which result in foreign currency exposure in excess of R50000. All such transactions shall be done through the AAC Treasury Department 

· It is important that the AAC Treasury Department “Guideline on Import and Export Undertakings” be adopted for all projects

5.2 Senior Contracts Administrator

· On placing a Contract which has a foreign currency payment, completes Notifications of Foreign Currency Commitment (Form ATDP_CE_000407)

· Forwards copies to

· AAC Treasury Department

· Senior Cost Controller

· Project Services Coordinator, and

· Project Document Centre (for file)

· Makes careful check to any special conditions in the Contract regarding payment terms and delivery dates, to ensure that values and envisaged payment dates are correctly calculated.

· Monitors the progress of delivery, and advises AAC Treasury Department and the Senior Cost Controller of any changes in the planned settlement date(s).

5.3 Project Services Coordinator

· Receives the original invoice and Bill of Entry from the Contractor

· Checks that documents bear the Customs and Excise stamp as proof of receipt.

· Forwards documentation to the Senior Cost Controller for processing

5.4 Senior Cost Controller

· Logs the invoice

· Obtains all necessary authorisations from the Project Management Team to pay.

· Forwards the approved invoice and Bill of Entry to AAC Treasury Department for payment on behalf of the project.

· Arranges transfer of project funds to AAC Treasury Department on receipt of supporting documentation.

· Maintains a register of Foreign Currency transactions (Form ATDP_CE_000327)

AAC Treasury Department

· On receipt of notification from the Senior Contracts Administrator, purchases forward cover and confirms details to the ATD Project Manager within 24 hours.

Note :
AAC Treasury Department will present the documentation to their bank, who will stamp “Exchange Provided”. These original documents will be returned to the project for filing in the Contract file

· On receipt of approved invoice and associated Bill of Entry, settles the account.

5.5 Special Terms to Note

· Letter of Credit

When suppliers require a Letter of Credit the Project Services Coordinator must liase with the AAC Treasury Department to ensure that the most appropriate (i.e. cost effective) means of credit guarantee is used.

· Change in Value Date

It is possible that a change in the value date (i.e. the date of payment) is requested.  This could be due to early or late delivery.

a) Early payment

This would be settled at spot rate, and the forward cover would be sold back to the bank.  This could result in either a profit or a loss. Prevailing market conditions would dictate whether such early payment is worth the risk.

b) Late Payment

Existing forward cover would be sold back to the Bank, and a new contract entered into.  This could also result in a profit or a loss. If appropriate, (e.g. due to late delivery), the loss can be recovered from the contractor in terms of provisions within the Contract Foreign Currency clauses.

c) Letter of Credit (LC)

If a LC has been issued, the payment date is guaranteed, and therefore cannot be changed.

· Change in Amount

A change in the Foreign Amount to be paid could be requested due to a change in scope of the order.

If the amount is to be increased, AAC Treasury Department must be requested to take out additional forward cover.

If the amount is to be decreased, the unused balance would be unwound (i.e. sold back to the Bank). Two business days before due date. This could also result in a profit or a loss.
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