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November 21, 2002

MEMORANDUM

TO:

Agency Fiscal Officers

FROM:
Kristin A. Reiter



Director, Operations Division

SUBJECT:
Change in General Warrant Check Printing

Beginning in the third quarter of fiscal year 2003, general warrant (vendor payment) checks printed by the Department of the Treasury (Treasury) on behalf of state agencies and institutions will have the issuing agency’s return address on the check envelope.  This memorandum outlines the reasons for this change and the effect of this change on agency accounts payable procedures.

Currently, all general warrant checks printed by Treasury have Treasury’s return address on the outer envelope.  The United States Postal Service (USPS) returns general warrant checks with incorrect, incomplete, or out-of-date addresses to Treasury. Treasury deposits these checks into a state bank account and then processes a CARS transaction to post the check amounts to each agency’s CARS GLA 562, Unidentified Disbursements.  The CARS transaction debits cash and credits the suspense account.  It is the responsibility of each agency to clear amounts in GLA 562 on a timely basis by re-issuing checks to the vendors after the agency determines the correct vendor addresses.  For more detail regarding this process, refer to Treasury memorandum on Processing of Returned Checks dated May 4, 1990.  (See Treasury’s website at www.trs.state.va.us for a copy of this memorandum.)

Treasury is currently making system modifications to allow each state agency’s return address to be printed on its general warrant checks.  We believe that, in the long term, this will promote the more timely receipt of general warrant checks to payees, specifically those that are originally issued with bad addresses.  Treasury is making this change for the reasons outlined below:

· Treasury now has the system capabilities to make this change possible.

· Because Treasury’s return address is on all general warrant checks, Commonwealth vendors invariably notify Treasury of their changes in address. Treasury has no way to associate a particular vendor with the appropriate agency so the changes in address are not updated at the agency level.

· If checks with bad addresses are returned directly to the issuing agency, the agency can contact the vendor directly, determine the correct address, and mail the original returned check to the vendor.  Currently, checks returned to Treasury by the USPS for bad addresses are re-deposited. Agencies then have to process another disbursement transaction, generating another check that Treasury then must print and mail.

· The new process will provide for more up-to-date vendor address tables by state agencies and institutions, reduce processing costs by eliminating the re-issuing of vendor checks, and allow for prompt payment to Commonwealth vendors.

To accomplish this change, Treasury must have accurate return address information for each agency.  A form is attached to provide this information to Treasury.

Item 1 on the form is the return address your agency would like to have on its general warrant checks.  This information must be accurate and complete otherwise checks with incorrect or incomplete addresses will not be handled correctly by the USPS.

Item 2 on the form is the address service option that your agency would like to use.  The address service option instructs the USPS as to the method to use to process agency mail with bad addresses.  The two available options are “Return Service Requested” or “Address Service Requested.”

“Return Service Requested” will result in general warrant checks with incorrect or incomplete addresses being returned to the address specified in Item 1.

“Address Service Requested” will allow the USPS to forward the agency’s general warrant checks in accordance with normal forwarding USPS regulations.  The USPS will charge your agency a fee of $.60 per piece of mail forwarded.  A post card with the new and old addresses on the mail piece is returned to your agency so that you can update your agency’s address listings with the correct address.

Your agency will need to establish procedures for handling general warrant checks either returned or forwarded by the USPS.  For those agencies that select the “Address Service Requested” option, a Postage Due Account must be established at the Post Office branch used by your agency.  This account will be used by the USPS to charge the $.60 per mail piece forwarding fee. It will be your agency’s responsibility to establish and maintain this account at the USPS.

With the use of each state agency’s return address on its general warrant checks, each agency should re-evaluate its internal controls over the receipt and re-distribution of checks returned by the USPS.  Handling and processing un-cashed checks requires that adequate procedures be in place to ensure the checks are safeguarded until proper disposition.  Several internal control issues to consider to address this change are:

· Consider using a separate post office box to segregate checks from all other in-coming mail.  This may depend on the volume of checks that you anticipate being returned.

· Ensure adequate segregation of duties between the processing of returned checks and the accounts payable function.

· Consider using the same procedures that are used to safeguard other in-coming check receipts.  This may include a limited access locked location for holding checks while new addresses are being obtained.

· Resolve promptly the reason that the checks are being returned by the USPS.  The checks should be re-mailed to a corrected address as soon as possible.  If a correct address is not readily available, we strongly recommend that the checks be deposited and another check issued when a correct mailing address is determined.

In accordance with Virginia law, Treasury, in conjunction with its disbursement banks, will submit an electronic file to Treasury’s Division of Unclaimed Property of checks that are outstanding within 12 to 24 months after the issue date.  When Treasury provides your agency the annual due diligence listing of outstanding checks, please reconcile this listing to all returned checks that your agency has on hand.  Any checks that are listed on the due diligence list must be shredded once you have completed the required due diligence procedures and the checks remains undistributed.

Please return the attached form with the completed information by December 16, 2002 to the Department of the Treasury using one of the following methods:


1) e-mail - Thelma Ingle at Thelma.Ingle@trs.state.va.us or

2) fax- Attention of Thelma Ingle, (804) 225-2076 or 225-3187, or

3) mail-Department of the Treasury, Attn: Thelma Ingle, Post Office Box 1879 Richmond, VA 23218-1879.

Please note that if you do not provide the requested address information, Treasury will use the address used by the State Comptroller to distribute CARS reports as your agency’s return address.  

In the event your return address changes, you must notify Treasury at least two (2) weeks before the change is effective.  The form to change the return address for general warrant checks is on the Treasury web site at www.trs.state.va.us.

Treasury will notify state agencies prior to the implementation of this change.  Implementation is anticipated during the first quarter of calendar year 2003.

Thank you for your prompt attention to this issue.  Please contact Thelma Ingle at (804) 371-6009 or Kristin Reiter (804) 225-3240 if you have any questions.

Attachment

cc:  Jody Wagner

       J. Braxton Powell, Deputy State Treasurer

       Auditor of Public Accounts

       Lewis R. McCabe Jr., Manager

          General Accounting

          Department of Accounts

