LETTER OF CREDIT

The Letter of Credit process is run by Research Accounting on a weekly basis, and again at the close of fiscal periods.
This process runs on cost centers with active project ID’s that begin with a G or an F and has a Project Funding and
Payment Method that specifies Letter of Credit processing. Project Funding and Payment Methods are identified by the
Division of Research during project set up.
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The process determines the total project-to-date Accounts Receivable posted by the Revenue Recognition process, or
corrections to that process (GL AR account 12116) in all active F or G project cost centers with Letter of Credit payment
methods, then transfers that receivable to a “Home” cost center. Home cost centers are used by Research Accounting to
identify the accounts receivable and do draw downs of cash for federally funded projects that allow the use of Letter of
Credit rather than requiring bills to be sent by the Division of Research.



LETTER OF CREDIT

T-Accounts of journal entries for a Letter of Credit project are below:

Transaction Project Cost Center Home Cost Center
12116 (AR) 12117 (LOC AR) 12117 (AR)
RevRec posts AR 1,000
LOC runs, trf AR to LOC AR (1,000) 1,000
LOC then trf LOC AR from project CC to home CC (1,000) 1,000
TOTAL 0 0 1,000.00




