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10-45-00 PRELI M NARY

The proposal and a detailed draft outline of the system specifying
the programinvol ved and the accounts, reports, and procedures to be
enpl oyed will be submtted to the Ofice of the Conptroller, DHEW

10-45-10 | MPLEMENTATI ON

Upon initial clearance prelimnary negotiations to secure the assent,
cooperation, and required signature cards fromthe grantees or
contractors involved, will be conducted by the Agency or Bureau

i nvol ved. The proposal and procedures will be put in final draft
formand resubnmitted to the Ofice of the Conptroller for appropriate
arrangenents with Treasury Departnent. At this point evidence wll
be submitted to the effect that grantees or contractors included in
the system have been fully and clearly infornmed of the terns,

condi tions, procedures, and objectives of the system The final

draft proposal and procedures will be acconpani ed by requests for
designation of authorized certifying officers in accordance with the
provi sions of Chapter 1-20 of the Voucher Audit Manual, DHEW The
signature cards (Exhibit 10-45-2) prepared for the authorized certi-
fying officers designated will specify “Letter-of-Credit" as the

cl ass of vouchers to be certified and the place of payments as
"Federal Reserve Bank". Monthly limts an ampunts to be drawn will be
establ i shed fromcash forecasts and schedul es prepared by the
grantee, contractor, or an appropriate programofficial.

10-45-20 LETTERS-OF-CREDI T

A letter-of-credit under this procedure, certified by an officer of
DHEW t o whom such authority has been specifically del egated,
specifies a nonthly dollar limt available to a designated payee (see
Exhi bits 10-45-3 and 10-45-4). Certification is to the Conm ssi oner
of Accounts, Treasury Departnent. A general outline of the operating
procedure prescribed to charted in Exhibit 10-45-1 attached. The
letter-of-credit will be issued in favor of the Treasurer or other

of ficer designated by the recipient organization to receive funds.

For paynments to States, this will be the State Treasurer or other
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of ficer designated by the |egislative authority (or by the Governor
in the absence of a designation by the legislative authority) to re-
ceive grant-in-aid and other funds. In addition, the letter-of-
credit nust specify the title of the bank account which will be
credited when a paynent voucher is drawn. Both the designee (e.g.
Treasurer, State of Al abama) and the account to be credited (e.g.
Publ i ¢ Assi stance Account) mast be shown identically on (a) the
Letter-of-Credit (in the space provided), (b) the paynent voucher
Signature Card (in the space following the word “Letter-of-Credit
issued in favor of:"). and (c) Payment Voucher (in the space | abeled
" DRAVER") .

10- 45- 30 PAYMENT VOUCHER

A

A paynent voucher drawn (see Exhibit 10-45-5), pursuant to the
termof a Letter-of-Credit, is subject to paynment through a
desi gnat ed Federal Reserve Bank or branch. It is intended that
paynment vouchers be drawn only in accordance with the grantee's
or other recipient's actual imediate or current need for cash
for Federal activities. It Is also contenplated that paynent
vouchers ordinarily will not be drawn for anmpunts | ess than
$10, 000 or for nore than $1,000,000. Wen the nmonthly expendi -
tures of the recipient amount to | ose than $10,000 in any

cal endar nmonth, only one paynent voucher will be drawn during
the mouth to cover the anmobunt needed. |In other than the Public
Assi stance and O fice of Education prograns, paynent vouchers
will in no case be drawn for nore than $5, 000, 000. In the
Publ i c Assistance or Ofice of Education prograns, vouchers nmay
be drawn for larger anmpbunts. However, in any State where it is
necessary for individual paynent vouchers to exceed $5, 000, 000,
the letter- of-credit will be annotated "Vouchers in excess of
$5 million are authorized." The grantee or contractor to
required to inmedi ately send a copy, to the designated agency
accounting point, of each paynent voucher presented for paynent.

A letter-of-credit is irrevocable to the extent funds have been
obligated by a recipient organization and, therefore, can be
consi dered the equival ent of cash. Until such time as the
Standard Form No. 1193 (Exhibit 10-45-3) is revised to include a
statenment as to its irrevocability, agencies should type the
statenent on the formas shown in the exhibit.

10-45-40 GRANTEE- CONTRACTOR REPORTS

Oper ati ng agenci es shoul d coordi nate grantee-contractor reports
relating to the use of cash required under letter-of-credit
procedures. |If separate reports are required, the reports relating
to use of cash should be uniformy sinple.
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Each operating agency should periodically reviewits overall grantee-
contractor reporting requirenents for the purpose of elimnating
duplication, consolidating reports wherever feasible, sinplifying
the reports required, and elim nating any unnecessary detail

10-45-50 MONTHLY REPORTS TO BUREAU OF ACCOUNTS,
TREASURY DEPARTMENT ( SF-224)

Agencies will submt a separate Standard Form 224, statenent of
trans-actions confined to paynent voucjers transactions under letter-
of -credit procedures (Exhibit 10-45-66). Separate Agency station
synbol s are assigned by Treasury for this purpose. The due date for
these re-ports is noon of the fifth working day followi ng the end of
the report nonth. The SF-224 will be prepared in the usual manner
except for:

1. Caption of item1, Section Il will be changed to read,
"Payment vouchers on Latter-of-Credit”. Show total of
Payment Vouchers by issue nmonth (Date Drawn).

2. Section Il, issue nonth totals will be supported by a
listing, in duplicate, of the Paynment Voucher copies
received fromgrantees or contractors and entered in the
accounts.

10-45-60 SUMVARY OF LETTER- OF- CREDI T PROCEDURE
(See al so Exhibit 10-45-1.)

The following are the major steps In applying the letter-of-credit
t echni que:

A Program agency makes the award and records the obligation in the
agency accounts.

B. The recipient organi zati on selects a comrerci al bank which
agrees to receive paynent vouchers drawn on the Treasurer of the
United States and to forward such vouchers to the applicable
Federal Reserve Bank or branch, or to the Cash Division, Ofice
of the Treasurer of the United States. The term "Federa
Reserve Bank or branch" as used in this chapter, and on the
prescribed letter-of-credit fornms, is defined to include the
Cash Division, Ofice of the Treasurer of the United States,
when the commercial bank in which the recipient organization has
its account is located In the District of Columbia. The
reci pi ent organization will advise the program agency of the
title of the bank account and of the | ocation of the applicable
Federal Reserve Bank or branch.
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C.

The agency obtains specinen signatures of (1) officials of the
reci pi ent organi zati on designated to authorize signatories, and
(2) the officials of the organization authorized to sign paynment
vouchers; forwards certified letter of credit and specinen

si gnatures of persons authorized to sign paynent vouchers to the
Treasury Departnent; establishes accounting control and
necessary subsidiary accounts for the latter-of-credit being

i ssued.

After verification of authenticity of signature of Government
certifying officer, the Treasury Departnment forwards, by trans-
mttal letter, the letter-of-credit and specinmen signatures to
the appropriate Federal Reserve Bank or branch. Responsibility
for the correctness of the dollar anmpbunts and other information
entered on letters-of-credit and signature cards rests entirely
with the certifying officer.

As funds are needed, recipient organization prepares and substio
paynment voucher to the conmercial bank for transm ssion to
appropri ate Federal Reserve bank or branch (copy sent to Federa
agency at this time); the conmercial bank may, if agreed upon
bet ween reci pi ent organi zati on and bank, credit the account of
reci pi ent organi zation at this tinme with the anount of funds
bei ng drawn down.

The Federal Reserve Bank or branch reviews the paynent voucher
for signatures and determ nes that the anmobunt is within the
avail abl e bal ance of the letter-of-credit; credits the reserve
account of the commercial bank (and advi ses the conmerci al bank
of acceptance of the paynent voucher) and charges the account of
the Treasurer of the United States.

The agency uses a copy of the paynent voucher (sent by the re-
ci pl ent organization at the tine the paynent voucher is
submtted to comercial bank) to record the expenditure
(advance); makes appropriate entries in the letter-of-credit
control and subsid-iary accounts.

At the and of the nonth the agency reports to the Treasury
Departnment the expenditures relating to letter-of-credit trans-
actions; supports the reported amount with the detail of paynent
vouchers received having an issue (drawn) date in the nonth
covered by the report or a prior nonth.

The Treasury Departnent periodically proves the paynent vouchers
reported by the agency against the related charges in the
account of the Treasurer of the United States.
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EXHI BI TS

10-45-1 Illustrative Letter-of-Credit Procedure

10-45-2 St andard Form 210 Si gnature Card for
Certifying Oficer

10-45-3 St andard Form 1193 Letter-of-Credit

10-45-4 St andard Form 1194 Aut hori zed Signature
Card for Paynment of
Vouchers on Letter-
of -Credit

10-45-5 Form TUS 5401 Payment Voucher on
Letter of Credit

10-45-6 Attachnment to Standard
Form 224, Statement
of Transacti ons
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| LLUSTRATI VE LETTER OF CREDI T PROCEDURE

AGENCY

GRANTEE

BUREAU OF ACCOUNTS
TREASURY DEPARTMENT

1.(a) Makes award and records obligation 2. Establishes grant receivable inits Records pai d vouchers received
inits accounts, (b) advises accounts. from Federal Reserve System
grantee or contractor of award and
provi des application, forns, 3.(a) Sel ects commerci al bank or banks. Reconcil es paid vouchers to SF-224 and
signature cards and conpl ete (b) Conpl et es application and signature listing received fromagency letter-
instructions on letter of credit cards and forwards to agency. of -credit accounting point.
policies, conditions, and (c) Prepares forecasts of cash needs
procedures. and wi thdrawal schedul es for
i ndi vidual and consolidated grants
4. (a) Prepares and certifies letter of covered by Letter-of-Credit.
credit in favor of grantee to
desi gnat ed Federal Reserve Bank or 5. (a) Prepares Paynent Vouchers on
branch. Letter-of-Credit as funds are
(b) Enters letter of credit issued in needed and presents voucher at
accounts. comrerci al bank for collection In

(c) Forwards Letter-of-Credit and
Payment Voucher Signature Cards to
Treasury Bureau of Accounts for
transmittal to Federal Reserve
Bank.

(d) Forwards letter of credit issuance
advi ce and paynent voucher fornms to
grant ee.

(e) I ncl udes forecast schedul e of
wi thdrawal s i n agency consol i dat ed
expendi ture plans.

Records di sbursenment (advances) upon
recei pt of Paynment Voucher copy from
grantee. Checks confornmity with
forecast provided by programofficials
or grantee.

Prepares SF-224 (special agency station
account synbol) AT MONTH END TO Bur eau
of accounts, Treasury Departnent.

SF- 224 acconpani ed by duplicate |isting
of Payment Voucher copies received from
grant ees.

accordance with schedul ed needs.

(b) Promptly forwards copy of Payment
Voucher by Air Hall to agency
accounting poi nt designated.

(c) Records funds as received or
credited.

(d) Accounts for expenditures in the
prescribed format.

10. Periodically prepares report of

expendi tures and status of funds by
grants in the formrequired for
program accounti ng and adnini stration
(at least quarterly).
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STANDARD FORM 210
SI GNATURE CARD FOR CERTI FYI NG OFFI CER

NOT AVAI LABLE I N ELECTRONI C FORMAT
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STANDARD FORM 1193, LETTER-OF-CREDI T

NOT AVAI LABLE I N ELECTRONI C FORMAT
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STANDARD FORM 1194

AUTHCORI ZED SI GNATURE CARD FOR PAYMENT OF
VOUCHERS ON LETTER- OF- CREDI T

NOT AVAI LABLE I N ELECTRONI C FORMAT
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FORM TUS 5401

PAYMENT VOUCHER ON LETTER- OF-CREDI T

NOT AVAI LABLE I N ELECTRONI C FORMAT
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ATTACHVENT TO STANDARD FORM 224,
STATEMENT OF TRANSACTI ONS

NOT AVAI LABLE I N ELECTRONI C FORMAT
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