§5017

of commercial checks between Federal Reserve
bank check processing centers.

(Pub. L. 108-100, §17, Oct. 28, 2003, 117 Stat. 1191.)

§5017. Evaluation and report by the Comptroller
General

(a) Study

During the 5-year period beginning on October
28, 2003, the Comptroller General of the United
States shall evaluate the implementation and
administration of this chapter, including—

(1) an estimate of the gains in economic effi-
ciency made possible from check truncation;

(2) an evaluation of the benefits accruing to
consumers and financial institutions from re-
duced transportation costs, longer hours for
accepting deposits for credit within 1 business
day, the impact of fraud losses, and an esti-
mate of consumers’ share of the total benefits
derived from this chapter; and

(3) an assessment of consumer acceptance of
the check truncation process resulting from
this chapter, as well as any new costs incurred
by consumers who had their original checks
returned with their regular monthly state-

ments prior to October 28, 2003.

(b) Report to Congress

Before the end of the 5-year period referred to
in subsection (a), the Comptroller General shall
submit a report to the Congress containing the
findings and conclusions of the Comptroller
General in connection with the evaluation con-
ducted pursuant to subsection (a), together with
such recommendations for legislative and ad-
ministrative action as the Comptroller General
may determine to be appropriate.

(Pub. L. 108-100, §18, Oct. 28, 2003, 117 Stat. 1191.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a), was in the
original ‘‘this Act’’, meaning Pub. L. 108-100, Oct. 28,
2003, 117 Stat. 1177, which is classified generally to this
chapter. For complete classification of this Act to the
Code, see Short Title note set out under section 5001 of
this title and Tables.

§5018. Depositary services efficiency and cost re-
duction

(a) Findings

The Congress finds as follows:

(1) The Secretary of the Treasury has long
compensated financial institutions for various
critical depositary and financial agency serv-
ices provided for or on behalf of the United
States by—

(A) placing large balances, commonly re-
ferred to as ‘‘compensating balances’’, on de-
posit at such institutions; and

(B) using imputed interest on such funds
to offset charges for the various depositary
and financial agency services provided to or
on behalf of the Government.

(2) As a result of sharp declines in interest
rates over the last few years to record low lev-
els, or the public debt outstanding reaching
the statutory debt limit, the Department of
the Treasury often has had to dramatically in-
crease or decrease the size of the compensat-
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ing balances on deposit at these financial in-
stitutions.

(3) The fluctuation of the compensating bal-
ances, and the necessary pledging of collateral
by financial institutions to secure the value of
compensating balances placed with those in-
stitutions, have created unintended financial
uncertainty for the Secretary of the Treasury
and for the management by financial institu-
tions of their cash and securities.

(4) It is imperative that the process for pro-
viding financial services to the Government be
transparent, and provide the information nec-
essary for the Congress to effectively exercise
its appropriation and oversight responsibil-
ities.

(5) The use of direct payment for services
rendered would strengthen cash and debt man-
agement responsibilities of the Secretary of
the Treasury because the Secretary would no
longer need to dramatically increase or de-
crease the level of such balances when interest
rates fluctuate sharply or when the public
debt outstanding reaches the statutory debt
limit.

(6) An alternative to the use of compensat-
ing balances, such as direct payments to fi-
nancial institutions, would ensure that pay-
ments to financial institutions for the services
they provide would be made in a more predict-
able manner and could result in cost savings.

(7) Limiting the use of compensating bal-
ances could result in a more direct and cost-ef-
ficient method of obtaining those services cur-
rently provided under compensating balance
arrangements.

(8) A transition from the use of compensat-
ing balances to another compensation method
must be carefully managed to prevent higher-
than-necessary transitional costs and enable
participating financial institutions to modify
their planned investment of cash and securi-
ties.

(b) Authorization of appropriations for services
rendered by depositaries and financial agen-
cies of the United States

There are authorized to be appropriated for
fiscal years beginning after fiscal year 2003 to
the Secretary of the Treasury such sums as may
be necessary for reimbursing financial institu-
tions in their capacity as depositaries and finan-
cial agents of the United States for all services
required or directed by the Secretary of the
Treasury, or a designee of the Secretary, to be
performed by such financial institutions on be-
half of the Secretary of the Treasury or another
Federal agency, including services rendered be-
fore fiscal year 2004.

(c) Orderly transition

(1) In general

As appropriations authorized in subsection
(b) become available, the Secretary of the
Treasury shall promptly begin the process of
phasing in the use of the appropriations to pay
financial institutions serving as depositaries
and financial agents of the United States, and
transitioning from the use of compensating
balances to fund these services.
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