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1. PURPGSE AND SCOPE. To establish operation of the Third Party
Draft Paynment System (TPDPS) at Federal Prison Industries (FPl),
Central Ofice. This policy defines the relationships and
responsi bilities between the various individuals instrunental to
the third party paynent program

A third party draft systemis an alternative paynent nechani sm

t he Departnent of Treasury prescribes for inprest fund-type
transactions and paynent of small purchases whenever it is
operationally or cost effective and consistent with 31 CFR Part
206. The systeminvol ves the issuance of a paper draft, drawn on
a third party (a bank), and forwarded to a payee to nake paynent,
in full, for purchased goods or services or authorized travel
advances/rei nbur senent s.

The paper draft (third party draft) is a negotiable instrunent

whi ch does not expend Treasury funds when issued, but rather is a
met hod of paynment presented to and cleared through a third party
contractor. A financial institution is conpetitively sel ected
under Departnent of Justice (DQJ) contract as the third party
contractor (TPC) upon which the draft is drawmn. The TPC provides
funds paid to the payee identified on the draft. The Fi nanci al
Managenent Branch, Accounting Operations, reinburses the TPC for
properly honored drafts the TPC has pai d.

2. PROGRAM OBJECTIVES. The expected results of this program
are:

a. Paynments to vendors wll be expedited through appropriate
use of third party draft paynents.

b. Effective internal control procedures related to third
party paynent processing will assure that accounting operations
are carried out accurately, efficiently, and econom cally.

c. Conpliance reviews of the third party paynent site wll be
conducted annual | y.
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3. DI RECTI VES REFERENCED

P.S. 4100. 02 BOP Acqui sitions (05/03/89)

Treasury Financial Mnual (TFM, Vol une |

DQJ Third Party Paynment Policies and Procedures Handbook,
July 1994

Federal Acquisition Regul ations

Federal Travel Regul ations

4. STANDARDS REFERENCED

a. Anerican Correctional Associ ati on Foundati on/ Core Standards
for Adult Correctional Institutions: None

b. American Correctional Association 3rd Edition Standards for
Adult Correctional Institutions: None

c. Anerican Correctional Associ ati on Foundati on/ Core Standards
for Adult Local Detention Facilities: None

d. Anerican Correctional Association 3rd Edition Standards for
Adult Local Detention Facilities: None

e. Anerican Correctional Association 2nd Edition Standards for
Adm ni stration of Correctional Agencies: 2-CO 1B-11

5. PAYMENT SYSTEM

a. Draft Account Oficer. The FPI Controller is designated
the Draft Account O ficer for the Corporation. The Draft Account
Oficer is responsible for admnistering the TPDPS. |In addition,
the Draft Account O ficer designates Disbursing Oficers, Draft
Techni ci ans, and the Draft Account Manager.

b. Draft Account Manager. The Corporate Accountant in the
Fi nanci al Managenent Branch of FPI shall serve as the Draft
Account Manager. The Draft Account Manager, designated by the
Draft Account O ficer, manages the daily operations of the TPDPS,
and serves as the contact person for any TPDPS assi stance. This
i ndi vidual is responsible for various duties including, but not
l[imted to, processing stop paynent requests, ensuring that
invoices fromthird parties are processed, and maintaining the
Fi nanci al Managenent Information System (FMS) Third Party
Paynment Module. The Draft Account Manager al so serves as the
Contracting O ficer's Technical Representative (COTR) for the
third party contractor. The Draft Account Manager shall not
serve as a Disbursing Oficer for the TPDPS.

c. Draft Site. The Financial Managenent Branch, Centra
Ofice, is the only draft paynent site in FPI. No other
di sbursing offices are authorized to use the TPDPS.
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d. Draft D sbursing Oficer. The Disbursing Oficer is a
certifying officer the Draft Account O ficer designates to sign
third party paynent drafts and is responsible for funds control.
The Di sbursing O ficer shall disburse funds only to the extent
aut hori zed by a voucher/invoice certified by a duly certified
Approving Oficial. The sanme individual may serve as both a
Di sbursing Oficer and an Approving O ficial because of staffing
[imtations at the paynent site.

e. Draft Approving Oficial. The Draft Approving Oficial is
an Accountable O ficer (see Section 6.f.) who is responsible for
attesting to the legality, propriety, and accuracy of the
supporting docunentation for the draft paynent. Al Draft
Approving Oficials nmust conplete a signhature formwhich the
Draft Manager nust retain in the Central Ofice. (Since the
functions of a Draft Disbursing Oficer and a Draft Approving
O ficial are conbined, the signature card detailed in Section
8.b. fulfills this requirenent.)

f. Accountable Oficer. An enployee, by virtue of his or her
enpl oynent, function, and position, who is responsible for the
obl i gati ons and paynent of Governnent funds. This enployee can
be held personally |iable or subject to disciplinary action for
the | oss or inproper paynent of funds for which he or she is
accountable or failure to follow |l aws, regulations, or DQJ policy
with regard to obligation or paynment of Governnent funds.
Accountable O ficers should seek the advice of his or her
conponent's General Counsel when in doubt about the legality of
aut hori zing the obligation or paynent of governnent funds.
Wthin the TPDPS, both the Disbursing Oficer and the Approving
O ficer are Accountable Oficers.

g. Draft Technician (DT). Enployees who prepare the
supporting docunentation for paynents, nmake entries into the FM S
Draft Paynment Modul e, and prepare draft paynments. Each DT nust
have a uni que TPDPS user identifier (USERI D) and password.

Shared 1D s and passwords are not permtted. Each DT shal
protect his/her password and not disclose it to anyone. The
Draft Account O ficer nust be notified i mediately of any
conprom se in passwords. Wen a DT no | onger functions in that
capacity, the Draft Account Manager shall notify the Draft
Account O ficer via nmenorandum w thin three days.

h. EMS Third Party Paynent Mdule. The autonmated system used
by the DT to prepare and issue drafts and generate reports. The
Draft Account Manager is responsible for the FPI mai ntenance
duties associated with this system

6. AUTHORI ZED USE OF DRAFTS. In accordance with the Treasury
Fi nanci al Manual , 4-3040.70, draft paynents shall be consi dered
an extension of an inprest fund, and issued for cash
transactions. Third party paynent authority does not constitute
procurenent authority. Third party paynents shall only be made
for purchases or other expenses which have been procured in




P.S. 8534.02
August 4, 1995
Page 4

accordance wth the Federal Acquisition Regulations or other
applicable laws or regul ations, such as the Federal Travel
Regul at i on.

Third party drafts are authorized for paynent of snmall purchases
subject to the Pronpt Paynent Act whenever they are operationally
or cost effective and consistent with 31 CFR Part 206, and when
El ectroni ¢ Funds Transfer or other standard Treasury applications
(for instance, Treasury check or Automated C earing House) or the
use of the Governnment Purchase Card does not neet FPI's needs.
Draft anmobunts for small purchases are not to exceed $10, 000.
Travel and routine inprest fund draft paynents may not exceed

$2, 500.

a. Uses. Drafts may be used for paynent of:

smal | purchases (as defined by the Federal Acquisition
Regul ation) subject to the Pronpt Paynent Act;

aut hori zed travel advances;

tenporary duty travel settlenent;

non-i nmate periodi cal subscriptions (when authorized by
FAR, JAR and BPAP)

partial salary paynents to new enpl oyees and certain
emer gency sal ary paynents;

prepaid tuition;

regi stration fees; or

bank service charges.

MEMEM: M MEMEm: [

b. Prohibitions. Drafts shall not be used for paynent of:

E di sbursenents subject to the Pronpt Paynment Act ot her
. than smal | purchases;

E di sbursenents to contract enpl oyees; or

E per mmnent change of duty station (PCS) reinbursenents.

7. AUTHORI ZED PAYMENT LI M TATIONS. The Treasury Departnment has
granted authority to issue drafts not to exceed $10, 000 for smal
purchases and $2,500 for all other routine inprest fund
transactions. This |imtation nust be printed on the face of the
draft.

a. Grcunventing Dollar Limtations. Miltiple paynents shal
not be issued to circunmvent an authorized dollar Iimtation. |If
a vendor issues nmultiple invoices in an apparent attenpt to
circunvent the authorized limt, the invoices should be returned
to the vendor.

b. Request for Approval of Exceptions to Paynent Limtations.
Al'l requests for exceptions to authorized paynment |imtations
shall be forwarded through the FPI Controller to the D rector,
Fi nance Staff, Justice Managenent Division, for review and
approval .
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8. DESI GNATI ON OF DRAFT DI SBURSI NG OFFI CERS. The Draft Account
O ficer shall delegate draft signature authority to individuals
by designating primary and alternate Di sbursing Oficers.

a. Bank "Business Signature Cards". Each Draft D sbursing
Oficer, with the Draft Account O ficer's approval, nust prepare
and sign three third party contractor (TPC) "Business Signature
Cards" (signature verification cards). Up to four disbursing
officers may be designated on the sanme signature card. One card
is to be retained on file with the Draft Di sbursing Oficer. The
other two cards are forwarded to the Draft Account Manager who
retains one on file and forwards the other one to the TPC

b. Additions/Deletions of Draft Disbursing Oficers. The
Draft Account Manager is responsible for revoking a Draft
Di sbursing Oficer's signature authority when that individual is
no | onger functioning in that capacity. Wen this occurs, the
Draft Account Manager shall notify the Draft Account O ficer
within five working days of the date of effective revocation.
The Draft Account Manager shall conplete two signature cards with
the nane of the individual to be deleted and the effective date.
After securing the Draft Account O ficer's signature, the Draft
Account Manager shall retain one of the cards on file and forward
the other one to the TPC. Deletions and additions may be
requested on the sane signature card.

c. List Maintenance. The Draft Account Manager shall retain a
list of all current Draft Disbursing Oficers and Draft
Techni ci ans.

9. ACCOUNTABI LITY AND CONTRO. COF DRAFT | NVENTORY. The Draft
Account Manager shall be responsible for the accountability and
control of draft inventory at the Central Ofice draft paynent
site.

a. Odering Draft Stock. The FPI Draft Account Manager shall
handl e all orders for check stock. The Draft Account Manager
shal|l keep a record of the total nunber of checks ordered to
verify the contractor's service charges and for conpliance review
purposes. All incomng shipnments of orders will contain a copy
of a blank draft with the starting nunber of the next supply of
drafts.

Whenever the check stock level falls bel ow 200, the Draft
Account Manager shall initiate an order. Al orders shall be
pl aced in increnments of 200. No nore than a four-nmonth supply of
check stock shall be kept on hand at any tine. Stock shall be
ordered using the reorder plate included in the box with the
previ ous order. The conpleted reorder formand copy of the blank
draft with the starting nunber of the new supply shall be
f orwarded to:
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Del uxe Fi nanci al Forns

For ns Managenent

2341 St Croix Street

St Paul, IMN 55113

ATTN:. Forns Managenent Coor di nat or

The drafts shall have printed in the upper right corner a
continuous nuneric, serialized, five position nunber, preceded by
the nuneric, three position |ocation code the contract
coordi nator at the Finance Staff, Justice Managenent D vision
assigned to this paynment site.

b. Receipt and Verification of Draft Stock. The Draft Account
Manager shall receive all shipnents of blank drafts; must verify
that the correct |ocation code, serial nunbers, and account
nunber are shown on the drafts; and that the draft mcroline is
accurate. The mcroline is the series of nunerals beginning on
the bottom |l eft-hand corner of the draft containing the |ocation
code, draft nunber, bank nunber, and account nunber. The Draft
Account Manager shall keep a copy of the packing slip and shal
store the original packing slip with the draft stock.

c. Verification of Draft Inventory. The Draft Account Oficer
or designee (an individual independent of the paynent process)
shall performa quarterly physical inventory of draft stock,
drafts issued, and draft stock on hand, using the TPC Draft
Verification Form (Attachment A). This inventory shall be
unannounced and in conjunction with a cash verification. The DT
or Draft Disbursing Oficer shall not performthis inventory.

10. 1 SSU NG DRAFTS. The paynent approval process for third
party paynents is essentially the sane as that followed for U S
Treasury checks. [Invoices and requests for paynent are received,
vouchered, audited, and approved prior to actual third party
paynment processing. Verification of proper procurenent
docunentation (e.g., purchase orders, blanket purchase
agreenents, and certified invoices) for goods and services
ordered should be made for each voucher submtted for third party
paynment. (When the Approving Oficial and D sbursing Oficer is
the sane individual, the approval may take place at the tinme of
the actual third party paynent processing.)

a. Prepaynent Exami nation and Certification of Vouchers. An
Approving Oficer nust exam ne and sign all vouchers. This
prepaynent exam nation is to attest that all admnistrative
determ nati ons have been nade and that the paynent is |egal
proper, and accurate for paynent by the Di sbursing Oficer.

Adm ni strative determ nations to be made i ncl ude:

(1) The paynent is supported by basic paynent docunents.
Payment docunents shoul d include an invoice, a signed and dated
receiving report, or signed and dated receipt of goods statenent
on the invoice, and a purchase order or other authority to
procure.
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(2) The paynent is permtted by Iaw and in accordance with
the ternms of the purchase agreenent.

(3) The required authorizations and approvals for the
paynment have been nade.

(4) The amount of the paynent and the nanme of the payee are
correct.

(5) The goods received or services perfornmed are in accord
wi th the purchase agreenent.

(6) The quantities, prices, and cal culations are accurate
and in accord with the purchase agreenent.

(7) Al cash, trade, quantity, or other discounts are taken
and, if not, the reason is shown or readily apparent on the
appropriate docunent.

(8) Pronpt paynent requirenents have been foll owed and
dupl i cate paynents avoi ded.

Once the Approving Oficer has determ ned that the paynent is
| egal , proper, and accurate, the voucher shall be signed,
certifying that it is proper for paynent. The D sbursing Oficer
may di sburse funds only when the Approving O ficer authorizes a
voucher.

b. Oiginal Invoice. A draft should only be processed based
on an original invoice and/or receiving report, not photocopies.
Processing a paynment with a photocopy of an invoice in lieu of an
original increases the risk that a duplicate paynent could occur.
However, if the original is |ost or destroyed, the technician
shoul d request a duplicate invoice fromthe vendor. The
Approving Oficer should stanp the duplicate invoice "Duplicate
Oiginal Invoice Certified Proper for Paynent," sign, and date
it.

c. Reinbursenent for Travel Vouchers and Travel Advances. The
travel er conpletes travel vouchers. The traveler's inmmedi ate
supervi sor reviews and approves them before subm ssion to the DT
for third party paynent processing. The travel voucher and/or
travel advance and processed draft are routed to the D sbursing
O ficer who shall review the docunents and sign the draft.

Since FPI maintains a separate and i ndependent systemfromFM S
(FPI Managenment Control Systen), travel vouchers cannot be
processed using the FM'S Travel Mdule. Therefore, travel
advances and voucher rei nbursenents shall be processed through
the FM'S Third Party Paynent Modul e.

d. Draft Preparation. The FMS Third Party Paynent Mbdul e
shal |l be used to process all third party paynents. For paynents
made through the Electronic Certification System (ECS), gui dance
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is provided in the Treasury Financial Mnagenent Service s ECS
Manual and ot her FPI accounting directives.

(1) The designated Approving Oficer (or traveler's
i mredi at e supervisor for travel vouchers) reviews and approves
t he voucher, as described above, at the third party paynent site.

(2) After approval, the voucher is routed to the DT for
processing. The DT verifies the approving signature, and if
proper, logs onto the FMS Third Party Paynent Modul e for
processi ng the paynent.

Drafts may only be processed using the FMS Third Party Paynent
Modul e via a personal conputer (PC) and printer connected to the
DT's PC. The Modul e pronpts the information needed to process
the paynent. Drafts nust not be typewitten or witten by hand
and subsequently entered into the FM S, but nust be generated
directly using the FM'S and the PC printer. System security is
provi ded t hrough USERI Ds and passwords. Operating guidelines for
the automated FMS Third Party Paynent Mdul e are avail able from
the Draft Account Manager and shall be used in conjunction with
this Program Statenent.

Once the information is successfully entered into the FM S, the
DT shall deface the voucher with a “PAID’ stanp, and annotate it
wi th the check nunber and date.

e. Draft Certification and Distribution. The approved voucher
and processed draft are routed to the D sbursing Oficer for
review and signature. The Di sbursing Oficer reviews the draft
to ensure that:

E the pre-printed draft nunber is in agreenment with the

. draft nunber generated by the FM S

E the anount of the check is in agreenent with the anount

. approved for paynent; and

E proper supporting docunentation is attached or
avai l able at the site.

The Di sbursing O ficer shall verify that all copies of the draft
are intact and that no alterations have been nmade to any of the
copi es.

11. ACCOUNTABI LI TY AND CONTROL COF | SSUED DRAFTS. The Draft
Account O ficer shall be responsible to maintain control of
i ssued drafts through the procedures outlined bel ow.

a. Nunerical Log. The Disbursing Oficer is responsible for
monitoring the issuance of all checks by maintaining a nunerical
| og, by draft nunber, of all drafts signed or voided. The
Di sbursing Oficer may use the Daily Issue File generated from
the FM'S Third Party Paynment Mdul e as the nunerical |og. He or
she nmust review and sign/initial this log each tine he or she
signs a draft, accounting for both signed and voided drafts. The




P.S. 8534.02
August 4, 1995
Page 9

Di sbursing Oficer shall maintain this log. This serves to
verify that drafts are being issued sequentially and that no
draft is issued without the D sbursing Oficer's know edge. The
DT shall nmaintain a second copy of this log. The DI'"s |og need
not contain the Disbursing Oficer's signature/initial.

b. Nunerical File. The DT shall nmaintain a nunerical file of
the second (pink) copy of all drafts issued at the paynent site.

c. Supporting Voucher File. The DT shall maintain and file
the first (yellow) copy of each issued draft with the supporting
voucher in a central location at the third party paynent site to
facilitate tinely retrieval. In addition, the supporting
procurenent docunentation nust be either filed with the voucher
or referenced on the voucher to ensure that it can be easily
identified and retrieved at the paynent site.

d. Stop Paynent. A Stop Paynent is required when a draft has
been issued and it is determ ned that paynment should not be
effected. Only the Draft Account Manager can nmake a Stop Paynent
and then only prior to a draft being cleared. The draft cannot
be voided if it is no longer in the DI'"s control unless the draft
is part of the automatic voiding of drafts outstanding after one
year (see below). The Disbursing Oficer shall notify the Draft
Account Manager of the need to stop a paynent.

e. Moiding Drafts. |If errors are detected in the printed
draft prior to signature and/or issuance or if a draft is
damaged, the draft nust be voided. A draft that contains an
error shall be voided by stanping or witing “VOD' on the front
of the original draft and the copies, preferably over the space
provided for the signature. The D sbursing Oficer shall verify
the voi ded draft and all copies, record themin the nunerical
log, and then file the original and both copies in the nunerical
file for conpliance review purposes. Any tinme a draft is voided,
this action nust be recorded wwthin the FM S Third Party Paynent
Modul e. The Draft Account Manager can reverse a systemvoid if
the Draft Technician has m stakenly voided a draft wthin the
system but has not defaced the actual draft.

f. Lost or Stolen Checks. Once delivered, a draft, |ike cash,
becones the payee's responsibility and the Governnent's debt is
considered to be liquidated. It is the payee's responsibility to

notify the paynent site that a draft was |ost or stolen. Wen
this occurs, the Draft Account Manager shall be notified

i medi ately and a stop paynent requested, acconpanied by the
foll ow ng i nformation:

Draft nunber,

Draft anount,

Dat e i ssued,

Draft payee, and

Reason for stop paynent.

MEMEMEME:
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Upon receiving the request, the Draft Account Manager shal
initiate the stop paynent. Once the stop paynent is issued, the
DT shall verify the status of the draft using the FM S Third
Party Paynent Module. It is critical that a stop paynent be
requested as soon as the need becones apparent. A stop paynent
cannot be issued once the draft has cleared.

g. Check Disposition. The Disbursing Oficer shall retain the
pi nk copy (numerical file) and yellow copy (wth supporting
voucher) of all drafts issued for a period of two years. After
expiration of this two-year period, the nunerical file copy may
be di scarded. Voided drafts and supporting voucher files nay be
forwarded to a Federal Records Center. Pursuant to the Nationa
Archives and Records Adm nistration CGeneral Records Schedul e
Transmttal Nunber 4, GRS Nunmber 6 (April 24, 1992), these
Accountable Oficers files may be destroyed six years and three
mont hs after the close of the fiscal year in which they were
i ssued.

12. | NTERNAL REVENUE SERVI CE (1 RS) REQUI REMENTS. The IRS

requi res that paynents made to individuals or organizations,

excl udi ng corporations and governnental organizations, for

commi ssions, fees, rents, and other forns of conpensation of $600
or nore in a calendar year be reported to an IRS Service Center.
These reports are made on I RS Form 1099, Statenent for Recipients
of M scel | aneous | ncone, and summari zed on | RS Form 1096, Annual
Summary and Transmttal of U S. Information Returns.

Paynments to reportabl e organizations via third party paynents
must be reported on IRS Form 1099 in the sanme manner as required
for paynents via U S. Treasury checks. The Approving Oficer
shall ensure that information related to vendors subject to IRS
Form 1099 reporting is accurately identified on the invoice so
the DT can enter the necessary Taxpayer ldentification Nunber
(TIN) data into the FMS Third Party Paynent Mdul e. The system
will pronpt the DT for the required information, such as the TIN
and whet her a paynent is subject to IRS Form 1099 reporting.

13. REVIEW OF QUTSTANDI NG DRAFTS AFTER ONE YEAR. Third party
paynment drafts not cashed within one year fromthe date of

i ssuance shall be reviewed and voided in the FMS Third Party
Paynent Module. Twice a year, the Draft Account Manager shal

run a report and review such drafts, coordinate research with the
D sbursing O ficer, and take the appropriate action to void,

stop, and/or reissue such drafts. Upon notification fromthe
Draft Account Manager, the DT shall annotate “AUTOVATIC VO D' on
each voided draft file copy. Voiding one year old uncashed
drafts helps to ensure the TPDPS integrity.

14. ACCOUNT NMANAGER RECONCI LIATION WTH THE TPC. The FM S Third
Party Paynment Modul e automatically identifies drafts presented to
the TPC which do not agree with the associated issue record in
the FM'S Third Party Paynment Mdule. These m smatched drafts are
saved in a file and reported daily on the FM S Daily Presented
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Rej ected Transactions Report. The Draft Account Manager shal
research and correct all itens on this report via the FMS Third
Party Paynent Maintenance Facility.

A msmatch is accessed using the TPC Audit Nunber assigned to the
third party paynent transaction. The FM S Mi ntenance Facility
allows the Draft Account Manager to make certain changes to the
FM S data base which allow drafts routed to the FM'S m smat ch
file to be cleared. The FM S Mai ntenance Facility can be
accessed via the Account Manager's Menu by selecting the option
entitled "Daily Msmatch Report Resolution” which will present
the Draft Account Manager with a detailed nmenu for correcting
both TPC and systemerrors. The reconciliation process is:

a. Drafts Presented. Each norning by 10:30 A M, the
Accountant the Draft Account Manager designated shall access the
TELECASH networ k and downl oad information related to drafts
presented for paynent through the banking systemthe previous
day. The FM S automatically matches this information with the
issue information related to the draft record nunber.

b. Matched Drafts. Drafts presented which match draft issue
information formthe basis for the paynent to the contractor.

c. Draft Refusals. The Draft Account Manager shall then
identify the cause for all msmatched drafts.

(1) The Draft Account Manager nust notify the TPC, by
t el ephone, of the decision to refuse paynent on the m smat ched
drafts. The TPC then updates its files to indicate that the
draft was "Refused by Maker." A credit for each refused draft
shoul d be reflected on the TPC s TELECASH reports within tw to
t hree wor ki ng days.

(2) If the TPCis not notified by 5:00 P.M of the decision
to refuse msmatched drafts, the TPC transmts paynent to the
bank where the draft was negotiated. At this point, the account
will not be given credit for the refused draft.

15. REI MBURSEMENT TO THE CONTRACTOR  Each norning, the
Accountant the Draft Account Manager designhates shall access the
on-1ine TELECASH network, download a file of all drafts presented
for paynment on the previous day, and obtain a Final D sbursenent
Summary Report. The TPC nust be reinbursed daily for all drafts
presented on the prior day. The FM S Third Party Paynment Modul e
automatically conpares the TELECASH detail file to the FMS file
of draft records processed within the FMS. Reports are
avai l able to assist the Draft Account Manager, via the FMS, for
audit purposes (see Section 16). The Accounts Payabl e Supervi sor
is responsible for reinbursing the contractor through the ECS
before 2:00 P.M to effect sane-day paynent.

16. DRAFT REPORTS. The Draft Account Manager shall generate,
through the FM S Third Party Paynent Mdul e, the Monthly Draft
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Report to maintain a nunerical list of all drafts issued. He or
she shall review this report to determne that drafts were issued
in nunmerical sequence and all drafts are accounted for. The
Draft Account Manager shall explain any mssing drafts on the
report. He or she shall then sign the report as certification
that the above steps have been conpleted and shall maintain the
original. A copy of the certified Monthly Draft Report shall be
filed with the draft numerical file.

O her reports are also available through the FMS Third Party
Paynment Modul e for the Draft Account Manager's use to nonitor
draft activity.

17. ACCOUNTI NG ENTRI ES AT THE CENTRAL COFFICE. Each day the FM S
Third Party Paynment Modul e automatically generates transaction
information to quantify the dollar anount of drafts that cleared
the contractor. The Accounts Payabl e Supervisor shall use this
information to nmake appropriate daily accounting entries into the
MCS Accounts Payabl e Modul e.

18. TH RD PARTY PAYMENT COVPLI ANCE REVI EW REQUI REMENTS. The
Draft Account O ficer shall ensure that annual reviews of third
party paynent sites are performed. |In addition, the Finance
Staff, Justice Managenent Division (JMD), may, at their

di scretion, conduct an annual conpliance review of FPI's TPDPS.

The review nust verify that FPI's TPDPS operates according to
gui delines established in the Treasury Financial Mnual, this
Program St atenent, and the established standards for auditing
vouchers. A conpliance review nust be performed no | ess
frequently than annually.

Any enpl oyee assigned responsibility for approving, processing,

or signing third party paynents at the review site may not
performthe conpliance review. Copies of the Conpliance Review
Report nmust be submtted to the Director, Finance Staff, JND.

See Attachnment B for the Conpliance Review Gui de and acconpanyi ng
Third Party Paynment Conpliance Review Reports.

\ s\
Kat hl een M Hawk
Di rector
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DATE TPC DRAFT VERI FI CATI ON

Drafts on hand -

(verify from previous verification dated )

| ncl usi ve Nunbers Quantity Packi ng Slip Nunber
__________ to - -
__________ to - -

Tot al 1

Total Drafts Received: 2.

Drafts i ssued since previous verification: Monthly Draft Report

Total Drafts |ssued: 3.
Total Drafts Currently on Hand
(Line 1 + 2 - 3) 4.

Physi cal count of drafts on hand:

__________ to - -
__________ to - -
__________ to - -
Physi cal Count Total: 5.

Difference: (Line 4 - 5) 6.

Expl anati on of any difference:
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Conpl i ance Revi ew Cui de For
Third Party Paynent Site

1. PRELIM NARY EVENTS PRIOR TO THE REVIEW The Draft Account
Oficer, or his or her designee, shall select an individual or
individuals to performthe review. This person can be sel ected
from anong paynent site personnel other than those involved in
the third party paynent process. All individuals participating
in the review nust be know edgeable in the area of voucher
review, auditing, and paynent processing. Each nmenber of the
team shall be famliar with all applicable policies and
procedures relative to draft usage and preparation.

a. The Draft Account Oficer shall notify the Draft Account
Manager of the dates, nenbers of the review team and any
docunentation required to be available. The Draft Account
Oficer, at the time of the review, shall submt the names of al
Draft D sbursing Oficers, Draft Account Manager, Approving
Oficials, and Draft Technicians to the review team

b. The Draft Account Manager shall provide the review team
with the followng reports fromthe FMS Third Party Paynent
Modul e:

(1) Report of Al Drafts Over $1,750 by Payee. This report
reflects only those drafts which were issued in excess of $1, 750.
It is useful in highlighting drafts which may have been i ssued,
when conbined, in violation of ceiling [imtations.

(2) Report of Al Drafts Issued By Payee. This report
shows draft paynent activity sorted by payee. It can be used for
selecting and highlighting those drafts to be reviewed agai nst
vouchering and audit requirenents.

(3) Report of Potential Duplicate Drafts By Location. This
report shows drafts issued to the sane payee in the sanme doll ar
anount and is used to detect those drafts which may be duplicate
paynments issued in error

(4) Report of Drafts in Draft Nunmber Sequence By Locati on.
This report provides a listing of all drafts issued, in nunerical
sequence. This report is useful in highlighting any gaps in
draft nunbers.

The reviewer shall review these reports and |ist any unusual
itenms, such as possible duplicate paynents, m ssing or out-of-
sequence draft nunbers, unusual payees, or drafts to the sane
payee on the sanme day which, when totaled, wll exceed the
authorized limt.
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2. DRAFT COWPLI ANCE REVI EW PROCEDURES. Wil e performng the
foll ow ng procedures, the review teamshall bring to the Draft
Account Officer's attention any suspected irregularities to
solicit feedback or explanations which may help clarify issues of
conpl i ance.

a. Internal Controls. Assess the degree of internal controls
and ensure that a separation of responsibilities exists between
the Draft Technician's duties and the disbursing and approving
functions.

b. Security of Office. Assess the safeguards and security of
the office area in which the unused drafts are kept. Determ ne
the foll ow ng:

(1) Are the drafts kept in a |ocked, fireproof safe or file
cabi net ?

(2) Who has access to the unused drafts?
(3) Are the drafts left in the printer when not in use?

c. Check Stock Verification.

(1) Conduct a physical count of unused drafts in inventory,
verify the Location Code and mcroline, and conpare draft nunbers
to the drafts ordered through the Draft Account Manager.

Docunment any break in the draft nunbers.

(2) Confirmthat all new draft stock was verified and that
quarterly counts of draft stock were conducted by review ng the
file docunenting the quarterly counts. Ensure that verifications
were perforned by an individual independent of the paynent
process. The Draft Technician or Disbursing Oficer cannot
perform quarterly counts.

d. MNunerical Log. Ensure that the Disbursing Oficer
mai ntains a nunerical log of all drafts signed to serve as a
verification that drafts are being issued in sequential order and
that no draft is issued wi thout the know edge of the Di sbursing
Oficer. If the maintenance of the nunerical |og has been
del egated to the Draft Technician or Accounts Payabl e Supervi sor,
ensure that the D sbursing Oficer signed the | og each tine
drafts were signed.

e. Voided Drafts. Ensure that voided drafts are filed in the
numerical draft file with all three copies attached and “VO D' is
witten or stanped on the face of the original, preferably over
t he space provided for the signature.
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f. Invoice and Voucher Review. Select a m ninmm of 60
processed third party paynents fromthe “Report of Drafts in
Draft Nunmber Sequence by Location” for review Obtain copies of
the drafts and all related docunentation. Determine if the
follow ng requirenents were satisfied. Any discrepancies shal
be docunented in the work papers.

(1) Ensure that one copy of the draft is filed with
supporting docunentation. The other copy of the draft should be
filed nunerically.

(2) Ensure that the draft was issued via the FM S Third
Party Paynment Modul e and was printed by a printer directly
connected to a PC.

(3) Ensure that the draft contains the conpl ete address of
t he payee unless the draft is issued to an enployee for travel
rei mbur senent .

(4) Verify that the signature on the draft is one provided
by the Draft Account Manager as an authorized D sbursing Oficer

(5) Ensure that the draft anobunt corresponds to the anmount
approved as proper for paynent.

(6) Ensure that the third party paynent does not exceed the
authorized limtation per invoice.

(7) Ensure that an authorized Approving Oficer has signed
the invoice or a voucher cover docunent in order to attest that
the paynent is legal, proper, and accurate.

(8) Ensure that the invoice was effectively marked or
stanped “PAID’ and annotated with the draft nunber and the date
paid to prevent resubm ssion for a duplicate paynent.

(9) Ensure that the third party paynent docunentation
accurately identifies if the vendor is subject to IRS Form 1099
reporting and coll ection of necessary TIN data.

(10) Ensure that drafts were issued only for authorized
uses.

3. DRAFT COWPLI ANCE REVI EW REPORTS. At the conpletion of the
review activities, the team | eader shall docunent the findings
and conclusions in a "Conpliance Review Report."

a. Content. The report should contain the follow ng:

(1) A discussion of the scope of the review, including
steps taken during the course of the review

(2) Findings, corrective actions, and citations.
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b. Addressees. The Conpliance Review Report shall be
addressed to the Draft Account O ficer. The Draft Account
O ficer shall forward a copy of the report to the Director,
Fi nance Staff, Justice Managenent Di vi sion.

4. WORK PAPERS. Work papers are the records kept by the review
team of the procedures followed, tests perfornmed, information
gat hered, and the conclusions reached pertinent to the review

The review team | eader is responsible for assimlating all work
papers relating to the review. The work papers shall be
forwarded to the Draft Account O ficer along with the fina
Conpl i ance Report. The work papers shall consist, at a m ni nrum
of the foll ow ng docunents:

a. Copy of witten procurenent authority.

b. Voucher listing and notations pertaining to invoice
preparation, audit, and approval.

c. Draft listing and notations pertaining to draft
preparation, signature, and filing.

d. Oher docunentation pertinent to the conduct of the review,
i.e., FMS Third Party Paynent Mdul e Reports.

e. Copies of supporting docunentation for all "questionable"
transacti ons.

f. Copy of the Conpliance Revi ew Report.

g. Any followup responses.



