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WASHINGTON, D.C. 20240

MR 14 199l

FINANCIAL, ADMINISTRATION MEMORANDUM NO. 91 - P13 (II.J.)

To: Bureaun Assistant Directors, Administration
Director, Administrative Services
Bureau Finance Officers
Chief, Divigion of Fiscal Services

From: Chief, Division of Financial Administration
Office of Financial Management

Subject: Cash Management Improvement Act of 1999

Attached is a copy of the Cash Management Improvement Act of 1998
(P.L. 181-453) which was signed by the President on October 24,
1998. The passage of this legislation may have an impact on some
of the programs within your bureau since this Act provides for the
timely transfer of funds from the Federal Government to the States.
As stated in the Act, interest will be paid to the States if
Federal funds are not received in their accounts by the
disbursement date and the Federal Government will be paid interest
when the States draw down funds too early.

If you have any questions, please contact John Walker on (282) 288-
5223, <
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104 STAT. ool

g latiomns

Hegulntions,

PUBLIC LAW 101-453—0CT. 24, 1590

“1) specify those types of costs directly ineureed by the State

for interest ealeulations required under this section, and require
the Secretary to consider those costs in computing payments
under this section.

“11 The Secretary shall issue regulations establishing procedures
and requirements lor implementing this section with t’{'.'-léilt'.[:L to n
State with which noe agreement is entered into by the Secretar
under paragraph (1), Such regulations shall apply to a State until
guch time a8 the Secretary enters into an agreement with the State
under paragraph (1),

“{e¥1) The Secretary shall issue regulations that shall require a
State, when not inconsistent with program purposes, to pay interest
Lo the United States on funds from the time funds are deposited by
the United States to the State’s account until the time that funds
are paid out by the State in order to redeem checks or warrants or
make payments by other means for program purposes. Excepl as
provided under paragraph (3)B) (relating to the Unemployment
Trust Fund), the interest payable under this subsection shall be
ealeulated at a rate equal to the average of the bond equivalent
rates of 13-week Treasury bills auctioned during the period for
which interest is caleulated, as determined by the Secretary.

"2) Except as provided in paragraph (), amounts received by the
United States as payment of interest under this subsection shall be
d{l}::miiml in the Treasury and eredited as miscellaneous receipta.

Y0A) Amounts paid by a State under paragraph (1) as interest on
funds paid to a State from a trust fund for which the Secretary is
the trustee shall be eredited to such trust fund,

"3 Motwithstanding any other provision of this section, amounts
of interest paid by a State, on funds drawn from its account in the
Unemployment Trust Fund, shall be deposited into that aceount and
ghall consist of actual interest earnings by the State, less related
banking costs incurred by the State, for the period for which interest
is caleulated.

i1y IF o State disburses its own funds for program purposes in
pecordance with Federal law, Federal regulation, or Federal-State
agreement, the State shall be entitled to interest from the time the
State's funds are paid out to redeem checks or warrants, or make
payments by other means, until the Federal funds are deposited to
the State's bank account. The Secretary shall pay, out of any maney
in the Treasury not otherwise appropriated, such amounts as may
be necessary for interest owed to a State under this subsection. Such
interest shall be caleulated, at a rate equal to the average of the
hond equivalent rates of 13-week Treasury bills auctioned during
the period for which interest is calculated, as determined by the
Secretary.

2 [ interest is paid under this subsection as a result of a State
disbursing its own funds before receiving payment from a trust fund
for which the Secretary of the Treasury is ti’;c' trustee, such interest
shall be charged against such trust fund,

“rp) The budget submitted by the President under section 1105 of
this title for a fiscal vear shall include a statement specifying, for
the most recently completed figeal year, amounts ol interest nccrued
to the Federal Government under subsection ic) and amounts of
interest paid to States under subsection idl.

Y I a State receives refunds of funds disbursed by the State
under a Federal program, the State shall return those refunds to the
Federal executive agency administering the program or apply those

PUBLIC LAW 101-453—0CT, 24, 1990

refunds to reduce the amount of funds owed by the Federal Govern-
ment to the State under such program. Interest earned on such
refunds shall be considered when setting overall interest obligations
between the State and the Federal Government as required by this
gection. ;

e I the Federal Government makes a payment to a recipient
under o Federnl program, and a portion of the payment 8 an
amount which the Federal Government is paying to such recipient
on behall of a State, such amount shall be considered to be a
transfer of funds between the Federnl Government and the State for
purposes of this section,

“lh) A State may not be required by a law or regulation of the
United States to deposit funds received by it in a separate bank
account. However, a State shall account for funds made available to
the State as United States Government funds in the accounts of the
State, The head of the State agency concerned shall make periodic
authenticated reports to the head of the appropriate Federal execu-
tive agency on the status and the application of the funds, the
liabilities and obligations on hand, and other information required
by the head of the executive agency. Records related to the funds
received by the State shall be made available to the head of the
executive ageney, the Inspector General of the executive agency,
and the Comptroller General for necessary audits,

“i) The Secretary shall prescribe methods for the payment of
interest under this section between the Federal Government and the
States, including provisions for offselting amounts owed by the
respective parties. Such methods of payment shall require payment
of interest on an annual basis and shall provide for comparable
treatment in manner, technigue, and timing for both the States and
the Federal Government.

“j) Consistent, with Federal program purposes and regulations of
the Director of the Office of Management and Budget, the head of o
Federal executive agency carrying out a program shall execute
prant awards (o States on a timely basis to assure the availability of
funds to accomplish transfers in compliance with subsection (a} of
this section, ™

i) CLERICAL AMENDMENT.—The ilem relating to section G503 in
the chapter analysis for chapter 65 of title 31, United States Code, is
amended Lo read as follows:

A0, Intergovernmental financing.”™.

id) AGREEMENTS WITH STATES. —

i1) SECRETARY'S EFFORTS TO ENTER AGREEMENTS.—The Sec-
retary of the Treasury shall make all reasonable efforts to enter
into an agreement with each State under section G503(b) of title
21, United States Code, ag added by this section (relating to
procedures and requirements for transfers of funds between
executive agencies and States), by not later than 2 years after
the date of the enactment of this Xﬂt.

() EPFEcTivE DATE OF REGULATIONS —HRegulations issued by
the Seeretary of the Treasury under subsection (B3] of section
G509 of title 31, United Staies Code, as added by the section
{relating to procedures and requirements for transfers of funds
involving States not entering agreements), shall take effect 2
years after the date of the enactment of this Act,

ie) Berremive Date.—The amendments made by this section shall
take effect on the date of enactment of this Act, except thal subsec-

104 STAT. 1061

Reparta,

Recorda,

31 USC 6503
nate,

41 US0 GL0G
nate,
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