OFFI CE OF TEMPORARY AND DI SABI LI TY ASSI STANCE

OTDA- 4037EL (Rev. 11/98)
Transnmittal No: 01 LCM5

Date: April 17, 2001
D vi sion: Fi nance
TO Local District Commi ssioners

SUBJECT: EBT Fedwi re Settl ement Process

ATTACHVENTS: None

PURPOSE

The purpose of this directive is to advise local districts about the Fedw re
Settlement Process currently in place for the Electronic Benefit Transfer
(EBT) system

BACKGROUND

EBT is mandated by the United States Department of Agriculture to deliver
Food Stanps benefits electronically through the comercial financial
infrastructure. New York State al so delivers cash benefits electronically
t hrough EBT. The change in delivery systens fromEBICS to EBT necessitated a
change in banki ng procedures. Mnies to be transferred from the |ocal
district's bank account to Citicorp take place via a fedwire transfer.
Previously the Autonmated C earing House (ACH) process was used for EBICS
funds transfers.
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PROGRAM | MPLI CATI ONS

El ectronic Funds Transfer is an integral part of the New York Electronic
Benefits Transfer system Cash benefits distributed by nmerchants
participating in the EBT program are reinbursed by conpleting an electronic
funds transfer.

EBT cash assistance benefits are available fromparticipating nerchants
t hroughout New York State. Transactions are processed el ectronically through
Point of Sale (POS) ternminals at nerchant |ocations and Automated Tel |l er
Machi ne (ATM locations. Eligible clients access benefits using their Comobn
Benefit Ildentification Card (CBIC) wth a Personal ldentification Nunmber

(PIN).

In nost cases, the EBT contractor initiates a process of «crediting |I|oca
nmerchants and debiting local district bank accounts. Sone local districts
initiate the fedw re.

Paynment to nerchants for Food Stanp benefits is conducted through a
statewide letter of credit with USDA and has no Local district inpact.

BANKI NG REQUI REMENTS

Each local district Departnent of Social Services (DSS) designated a single
bank account to use to fund withdrawals fromclient accounts. The sel ected
bank has the ability to transfer and receive funds through the federal wire
process.

Cl TI CORP_SERVI CES, | NC. SETTLEMENT

The Federal Reserve wre process wll request a charge to the |loca
district's designated EBT settlenment account. The funds will be renitted to
the Citicorp Services, Inc. account identified bel ow

Bank: Citibank, Inc.
399 Park Avenue
New Yor k, NY 10043

Account Title/ Name: CSI - EBT NY Sett!l enent

Transi t/ ABA Nunber: 0210-0008-9
DDA Account Nunber: 40758086

CHANG NG BANK ACCOUNTS AFTER | NI TI AL ENROLLMENT

Local districts nay choose to change bank accounts, with proper
notification, at any tinme after the initial enrollnment in the EBT program
To change the designated EBT PA funding account, local districts should
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prepare a new authorization letter for EBT transaction settlenent via
fedwire. The authorization |letter containing original authorized signatures
nust be sent to both of the follow ng:

Ofice of Tenporary and Disability Assistance
Attn: Laurie Lane
Bureau of Financial Services (BFS) - 14C
40 N. Pearl Street
Al bany, NY 12243

And

Cticorp Services, Inc.
Attention: Joseph Scharf
Building F, 3rd Floor, Zone 1
3800 Citibank Center
Tanpa, FL 33610

Local districts are responsi bl e for ensuring t hat necessary
arrangenent s/ paperwork have been nmade wth their new bank for fedwire
processing. The effective date of the change nust be confirned by the BFS
before the change occurs. OIDA BFS will fax a confirmation letter to the
local district. This will prevent the possibility of funds being transferred
from an account that 1is not adequately funded. Local districts are
responsi bl e for ensuring proper funding anbunts in the old account through
the | ast day that the account is used for EBT funding. Local districts nust
al so ensure that the new account is properly funded beginning the effective
date of the account change.

CASH FLOW MANAGEMENT

Each local district office is responsible for naintaining adequate funds in
t he bank account used for EBT funds transfers. The account nust have
sufficient funds to cover all cash benefits issued by nerchants and ATMs
each day. Local districts should have funds in place by 11 a.m each
busi ness day.

Cash flows are nore consistent with EBT because | ocal district accounts are
now only charged for the anount of the issuance withdrawn fromthe «client's
EBT cash account, rather than for the total amount of the cash benefit.
Funds nmanagenment with EBT is obtained from the Citicorp Admnistrative
term nal and EBT Cash Activity Report (draw).

FUNDI NG THE BANK ACCOUNT

Once each business day the EBT contractor initiates a fedwire transfer to
t he bank account that has been designated by the district (some |oca
districts may initiate the fedwire). The anpunt of the drawis equal to the
total of cash transactions for the previous day, plus or mnus any
adj ustments and/or fedw re processing fees.

An inquiry capability is available on Citicorp Services, Inc.'s (CSl)
adm nistrative systemto display the anbunt of each day's fedwire draw. This
inquiry is available early each norning. A copy of the inquiry screen shoul d
be sent to the local district fiscal officer. BICS produces the EBT Cash
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Activity Report that is used to confirmand docunent the draw total for each
day's transactions.

The process is sinmlar to the former Automated C earing House (ACH) process
utilized for the previous issuance system (EBICS), except that there is only
one transaction for each day.

Accounts not adequately funded wll be subj ect to t he Ener gency
Rei mbur serent Pl an. OTDA nakes every reasonable effort to avert instituting
t he emergency procedure by contacting the local district to attenmpt to
resol ve the issue.

EVERGENCY REI MBURSEMENT PLAN

NYS OIDA coordinates energency procedures with the Ofice of the State
Conptroller (OSC) to safeguard the programflow of reinbursenent funds to
i ssuance agents under the EBT system The Enmergency Rei nbursenent Pl an woul d
direct any local district funds otherwise payable by the state to the
county, including but not Ilimted to advances for welfare related
prograns, to a specific account established by Citicorp to receive such
funds. The intent of these procedures is to maintain programintegrity in
the event that a local district experiences an unexpected short-term problem
in funding its program obligations. In this situation the Energency
Rei mbursement Plan will provide a fail safe to debit nonies owed to the EBT
contractor.

Under the EBT contract between the State and Citicorp, the State warrants
that adequate funds will be available for daily settlenent. The State's
contractual obligations to CSI under the Energency Rei nbursenent Plan arise
i Mmediately and directly as a result of a local district's failure to fund
its program obligations adequately and, therefore, represents a county debt
to the State.

CSl will notify OTDA that it is unable to obtain reinbursement froma |ocal
district. OTDA will notify the local district of any shortfall and the |ocal
district will be expected to fund the shortfall either that day or the next
day. In the event that the local district does not fund the shortfall, OTDA
will notify OSC and request that OSC take i nmedi ate steps to intercept state
aid paynents due to that local district in the amount of the draw down and
remt the same to CSI. OIDA sent letters to the local districts advising

them of the EBT Energency Reinbursenent Plan and requested that an
aut horized county fiscal officer indicate their wunderstanding of and
agreement to such procedures by signing and returning the |etter agreenent

to OTDA. Al local districts returned the signed letter and are subject to
t he emergency rei nbursenent procedure. In the event that funds are not nmde
avai | abl e through the Energency Rei nbursenent Plan, CSI nmay suspend benefit
aut horization wuntil such time as the State transfers funds to CSI to cover
such unfunded settl enments. In the unlikely event that adequate funds are
not available for settlenent, any interest charges incurred by the State
fromCiticorp for insufficient funds wll be passed on to the |loca
districts.

TIM NG OF FUNDS TRANSFER

At the end of each calendar day (by 6 p.m Eastern Tinme) the settlenent day
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ends. The settlenent anount is available in each respective local district
via the CSI Administrative System This is the anount that will be debited
t hrough the fedwire process fromeach individual |ocal district's designated
account .

Settlenment Day 1

Citicorp Services, I nc. (CSl) Process and Control initiates settlenment
entries to each local district for cash benefit transactions processed. The
settlenent entry represents the net of all EBT cash activity for the |oca
district for that day. |If the debit is then processed successfully, no
further action is necessary. FEach local district nmust pre-fund settl enment
draw downs according to the foll owi ng schedul e:

Settlement Dates Effective Cctober 11, 2000 to April 20, 2001

Weekday Settlenment for Activity of:
Monday Fri day

Tuesday Sat urday, Sunday and Monday
Wednesday Tuesday

Thur sday Wednesday

Fri day Thur sday

Updated Settlenent Dates Effective April 21, 2001

Citicorp Services, 1Inc. wll be changing the settlenent schedule effective
April 21, 2001, transactions that take place on Friday, Saturday and Sunday
will be settled on Monday. This change will accelerate the settlenent of

weekend transactions to Monday of each week. This change applies to both
Food Stanmp benefit purchases and cash-based purchases and di shursenents. The

change will have no inpact on the EBT cardhol der popul ati on.
Weekday Settlenment for Activity of:
Monday Friday, Saturday and Sunday
Tuesday Monday
Wednesday Tuesday
Thur sday Wednesday
Fri day Thur sday

Settl enment Day 2

In the event that a debit fails to process against the |ocal DSS county
account (overdraft, shortage, closed account, rejected fedwre), t he
Enmer gency Rei nbursenent Plan will be activated.

The Energency Reinbursement Plan process begins when a debit is attenpted
and rejected on settlenent day #2. CSI will receive the rejection show ng
the problemdebit and notify by 9 a.m via phone and fax, the NYS OTDA EBT
Project Ofice and the NYS OTDA Bureau of Financial Services (BFS). Thi s
notification will initiate various activities concurrently.

1. CSI wll autonatically re-subnmt the debit for a second presentation in
that day's files subm ssion

2. BFS will contact the County Departnent of Social Services by phone and
f ax.
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3. County Departnment of Social Services Finance Ofice will notify the
County Comptroller (Fiscal Oficer) who should i medi ately nake
arrangenents to cover the shortfall and verify that sufficient noney is
in place to cover the current day's activity.

4. Should the resubmi ssion fail to reinmburse Citicorp, the NYS OTDA Bureau
of Financial Services (BFS) will initiate the energency voucher process
that will allow a paynment, nornally sent to the County, to be wired by
OSC to a Csl designated account. CSI will provide OTDA/ BFS with the
fol |l owi ng dat a:

Dol | ar Anmpunt

Dat e of Redenption

Date of Presentation

Nane of District (and code)
Reason for the return

Paoop

5. In the event that OTDA does not have a |local district reinbursemnment
claim or paynent voucher pending, then OSC/BSE will be notified of the
local district's deficiency that will be "offset" against any other
state aid paynment to the local district.

County Procedure for Returned Fedwi res

If there are insufficient funds in the EBT account, the county fiscal
officer nust take inmmediate action to ensure adequate funding for
subsequent fedwire withdrawals. Any fedwire debit that can not be
processed due to insufficient funds will be resubmtted to the |ocal
district bank within 48 hours of the initial debit. Appropriate action
nmust be taken to ensure that adequate funds are available for the second

debit attenpt. If funds are not available the second tine, the debit
will not be resubnitted and the Emergency Reinbursenent Plan wll be
fol | owed.

Local districts should make arrangenments with their bank to notify the
appropriate county officials if a fedwire debit is ever returned for
insufficient funds. The notification should occur the day the debit is
returned to ensure that the account is properly funded for al
subsequent debits.

Settlenment Day 3

On settlenent day #3 the debit advance for day 1 is again nade avail abl e
to the County's bank. If the transaction is successfully processed, CSI

will notify OIDA by 9 a.m via phone and fax of the successful
transaction. OSC/BSE will be notified by OTDA by 10 a.m that the
enmergency reinbursenent plan is canceled. If CSI receives a second

rejection, CSI will notify OTDA/BFS by 9 a.m via phone and fax.

OTDA/BFS wil | notify OSC/ BSE that CSI has confirmed a second rejection
and that the energency transaction nmust be fedwired to the CSl
desi gnat ed account.
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For OSC/BSE to conplete the process, OIDA/BFS nust advise OSC/ BSE by 10
a.m on the day that the wre transfer is to be processed. Any
notification after this tine may result in the wre transfer being
conpl eted on the next banki ng day.

The original fedwire anbunt is wired to the CSI designhated account.

Any cost incurred by the State as a result of a county's failure to fund its
program obligations, including the |ate paynent interest, is a county
charge, which could be recovered by offset.
FEDW RE PROCESSI NG FEE REI MBURSEMENT
CSI will reinburse local districts the fedwire fee processing charges. To
recei ve reinbursenent, the local district nmust send a letter, on county
letterhead, to CSI EBT Services at:

Citicorp Services, Inc.

Attention: Susan Ridler

3 Marcus Boul evard, Suite 201
Al bany, NY 12205

Each request nust include the follow ng:

1. Itemzed listing with settlenent entry date and associated fee for each
day within the nonth.

2. Total amount of reinbursenent requested.
3. Nanme of local district contact and address where to send the paynent.

4. Copies of the bank's fedwire processing charges should be retained
locally for 6 nonths for audit purposes.

5. CSl will pay local districts via check nonthly.

This information should be shared with LDSS Finance Oficers, Accounti ng
Supervi sors and County Conptrollers (Fiscal Oficers).

If you have any questions of a fiscal nature, please contact Roland Levie
(Regions | through IV) at 1-800-343-8859, extension 4-7549 or directly at
518-474-7549 (user |ID# fns001), or Marvin Gold (Region V) at 212-383-1733
(user | D# OFMR70).

Philip Maher
Assi st ant Conm ssi oner
O fice of Finance



