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1. [bookmark: _Toc133303991][bookmark: _Toc133304034][bookmark: _Toc133314271][bookmark: _Toc133808670][bookmark: _Toc292974974]Purpose
This MOM pPolicy 381 outlines the key components and requirements set forth by the Cash Management Improvement Act of 1990 (CMIA).
1. [bookmark: _Toc292974975][bookmark: _Toc133808671]Scope
This policy applies to all statestate agencies and institutionscomponent units, excluding community colleges.
1. [bookmark: _Toc292974976]IntroductionPolicy Overview
The CMIA was passed to improve the transfer of Federal federal funds between the Federal federal government and the Statesstates, Territoriesterritories, and the District of Columbia.  Prior to its passage, there were two recurring intergovernmental problems that needed attention:
States were drawing Federal funds in advance of need.
The Federal government was providing late grant awards to States.
Therefore, CMIA was enacted to achieve the following objectives:
· Efficiency - To minimize the time between the transfer of funds to the States states and the payout for program purposes.
· Effectiveness - To ensure that Federalfederal funds are available when requested.
· Equity - To assess an interest liability to the Federalfederal government and/or the Statestates to compensate for the lost value of funds.
1. [bookmark: _Toc292974977]Key componentsComponents
A. Annual Treasury-StateState Agreement (TSA) ( effective with the beginning of the StateState’s fiscal year, July 1), which includes:
· Covered programs – All Federalfederal funds transfers to the State State are covered.  However, only major assistance programs (large-dollar programs that exceed a calculated expenditure threshold) are included in the Treasury-State AgreementTSA (TSA), which specifies how the Federalfederal funds transfers will take place. The expenditure threshold for the current fiscal year is calculated in the TSA, sections 4.1 through 4.2.
· Per the CMIA FederalFederal Register, the StateState is defined to exclude institutions of higher education and other component units. Therefore, component unit programs are not covered under CMIA, and are not included in the total Federal Schedule of Expenditures of Federal Awards  assistance expenditures (SEFA) when calculating the CMIA expenditure threshold.  SEFA is the Schedule of Expenditures of Federal Awards.
· For nNon-major assistance programs (programs that are below the expenditure threshold),  - the StateState is required to minimize the time between the drawdown of Federalfederal funds from the Federalfederal government and their disbursement for Federalfederal program purposes.
· Funding techniques – For each program component (payment type), the process of how and when Federalfederal funds transfers to the StateState take place.
· Interest calculation methodologies – For each funding technique, the process of how and when Statestate or Federalfederal interest accrues.  Usually interest liabilities occur when Federalfederal funds are drawn early or when Federalfederal funds are received late.
· Clearance pattern methodologies – For each program component with warrant or EFT (Electronic Fund Transfer)Transfer (EFT) payments, a projection of when the payments will clear the StateState’s bank.  Clearance patterns are generated separately for warrants and EFTs, except for payroll where the two types of payments are combined.  Warrant clearance patterns are generated using historical cashed warrant data.  The clearance pattern for an EFT is zero days.  Based on a clearance pattern, funding techniques for warrant and EFT payments are developed.
· Projected reimbursement for direct costs – The types of interest calculation costs the StateState expects to incur during the fiscal year.  Interest calculation costs are the costs of calculating interest, including the cost of developing and maintaining clearance patterns in support of interest calculations.
B. Annual reports (submitted by December 31 of each year) for the StateState’s most recently completed fiscal year, which report on:
· FederalFederal interest liabilities – The StateState must submit a description and supporting documentation for program liability claims greater than $5,000.
· StateState interest liabilities
· StateState direct cost claims – StateState interest calculation costs incurred.
C. Annual interest exchange (accomplished no later than March 31 of each year) for the StateState’s most recently completed fiscal year, to disburse:
· FederalFederal and Statestate interest liabilities – The Financial Management Service (FMS) which is under(T the Bureau of the U.S. Department of the Treasury,) offsets the approved total Statestate interest liability with the approved total Federalfederal interest liability to determine the net interest payable due to or from the StateState.
· Approved direct cost payments to the StateState – The amount of Statestate interest calculation costs approved by the Financial Management ServiceFMS.  Normally, interest calculation costs in excess of $50,000 are not eligible for reimbursement, unless they can be justified by the StateState.
1. [bookmark: _Toc292974978][bookmark: _Toc133303992][bookmark: _Toc133304035][bookmark: _Toc133314272][bookmark: _Toc133808672]StateState oversight Oversight and compliance Compliance responsibilitiesResponsibilities
4. [bookmark: _Toc292974979]DofA State Accounting Bureau (SAB)
0. [bookmark: _Toc292974980]Draft and finalize the annual Treasury-State AgreementTSA by June 30th.
0. Using the State’s Schedule of Expenditures of Federal Awards (SEFA) for the most recently completed fiscal year, major assistance CMIA programs for the next fiscal year are determined using the program expenditure threshold procedure outlined in the Federal Register.  State agencies are notified of any changes in covered programs: new programs to be added, programs to be deleted, and changes to existing programs.  A draft Treasury-State Agreement is required to be submitted within 30 days of the annual SEFA publication (deadline date is the end of January of the next calendar year).  A final Treasury-State Agreement, approved by both the State and Financial Management Services, is effective with the beginning of the State’s fiscal year (July 1).
0. Meetings are held with State agencies that have new programs or need to make changes to the agreement for existing programs.  Program components (e.g., direct administrative costs) and associated funding techniques (e.g., direct administrative costs – drawdowns on a payroll cycle) are determined for each program added or changed.  For components that involve warrants, a warrant clearance pattern is generated using current fiscal year cashed warrant data and agency-supplied warrant criteria (e.g., business unit, fund, account, and other necessary chartfields to uniquely identify component warrants).
0. Changes to the new fiscal year Treasury-State Agreement are entered on-line using the Financial Management Service’s CMIAS (Cash Management Improvement Act System), and a draft Treasury-State Agreement is generated electronically (PDF) and routed to all affected State agencies and CMIA personnel in the DofA Accounting Bureau for review.  Once the draft agreement has been reviewed by the agencies and CMIA personnel, the agreement is submitted electronically to the Financial Management Service for review, along with a summary of changes from the previous fiscal year agreement.  If changes are requested by the State or the Financial Management Service, a revised draft agreement is routed to affected State agencies and CMIA personnel for review.  Once the Financial Management Service approves the draft agreement, the State, using the CMIA on-line system, submits the final agreement to the Financial Management Service (by June 15), both electronically and in paper form (agreement signed by the authorized State official).  The Financial Management Service then has the agreement signed by the authorized Financial Management Service official, and a completed signed agreement is returned to the State.
0. [bookmark: _Toc292974981]Prepare CMIA program interest calculation spreadsheet templates for agencies by June 30th.
By June 30, prepare CMIA program interest calculation spreadsheet templates (with instructions) for State agencies to use in recording CMIA cash-related disbursements and receipts.
0. Using the new fiscal year Treasury-State Agreement as a reference, copy the previous year spreadsheet templates for programs still in effect to a new fiscal year template.  Create templates for new programs, if necessary.  Update the templates with the latest federal holidays and CMIA interest rate (the latest interest rate available is from the previous fiscal year).
0. Verify there is a template with the correct components and funding techniques for each covered CMIA program.  Upload the spreadsheets to the CMIA website.  Agencies should then verify that the templates are correct for their programs, and if changes need to be made, contact the DofA Accounting Bureau.
0. [bookmark: _Toc292974982]Review the Statestate agency-submitted CMIA program interest calculation spreadsheets due to SAB by September 30th of the next fiscal year.
0. Once the agencies have entered all cash-related transactions for each program spreadsheet template, the spreadsheet is submitted to the DofA Accounting Bureau (via e-mail or upload to the CMIA website) by September 30 of the next fiscal year.
0. The DofA Accounting Bureau, in addition to verifying the beginning cash balance equals last year’s ending balance, enters the outstanding warrants from the previous fiscal year (not cashed per the clearance pattern), enters the desired beginning cash balance for the new fiscal year (equals desired ending cash balance for the previous fiscal year), and lastly, enters the correct fiscal year CMIA interest rate obtained from the Federal CMIA website.
0. The DofA Accounting Bureau then reviews the spreadsheet for unusual transactions, and checks to see if the agency is following the CMIA program funding techniques; agencies may be contacted during this process.
0. [bookmark: _Toc292974983]Compile and submit the annual report to the Financial Management ServiceFMS by December 31st of the year in which the State’s fiscal year ends.
0. Using the State agency interest spreadsheets, the annual report is completed, accounting for State and Federal interest liabilities of the State’s most recently completed fiscal year.  Adjustments to the annual report are limited to the two State fiscal years prior to the State fiscal year covered by the report.  The authorized State official must certify the accuracy of the State’s annual report.  A signed original of the annual report is due to the Financial Management Service by December 31 of the year in which the State’s fiscal year ends; an electronic copy (PDF) must also be provided.
0. The State must submit a description and supporting documentation for Federal interest liability claims greater than $5,000 per program.  This information must include the following:
0. The amount of funds requested;
0. The date the funds were requested;
0. The date the funds were paid out for Federal assistance program purposes;
0. The date the funds were received by the State; and
0. The date of award.
0. The State also submits a claim for reimbursement of interest calculation costs.  The authorized State official must certify the accuracy of the State’s claim for interest calculation costs.
0. [bookmark: _Toc292974984]Complete a net interest exchange with the Financial Management ServiceFMS by March 31st.
Based on the approved interest liability claims approved by the Financial Management Service during the annual report review process, complete a net interest exchange with the Financial Management Service.
0. The Financial Management Service offsets the adjusted total State interest liability and the adjusted total Federal interest liability for the State to determine the net interest payable due to or from the State.  Generally, any interest paid or received by the State is recorded in the General Fund by the Department of Administration.  If a State program that retains its own interest has a net interest payable due to or from the program (greater than $5,000), non-budgeted transfers are recorded to transfer cash to or from the agency and to or from the Department of Administration (General Fund) using an inter-unit journal initiated by the Department of Administration.  The payment of net interest and interest calculation costs and inter-unit journal creation (if necessary) occur no later than March 31.  The Financial Management Service notifies the State of the final net interest liability.  The State must submit a claim to receive payment.
0. The State may appeal a decision by the Financial Management Service on interest liabilities and interest calculation cost claims.
0. If the State appeals the amount of interest payable, a payment must occur by March 31 for any portions not subject to the appeal.
0. The Federal government will not be liable for interest on any payment of interest to the State.
4. [bookmark: _Toc292974985]StateState agenciesAgencies
1. [bookmark: _Toc292974986]Review the draft(s) and final annual Treasury-State AgreementTSA
· StateState agencies that have new programs or need to make changes to the agreement for existing programs meet with the DofA Accounting BureauSAB to implement the changes.  Program components and funding techniques are determined for each program added or changed.  For components that involve warrants, a warrant clearance pattern is generated using current fiscal year cashed warrant data and agency-supplied warrant criteria that uniquely identifies the component warrants.
· StateState agencies review all drafts and the final copy of the Treasury-State AgreementTSA for correctnessaccuracy.
1. [bookmark: _Toc292974987]Record all CMIA cash-related disbursements and receipts
Using the spreadsheet templates provided by the DofA Accounting BureauSAB, agencies enter cash-related disbursements and receipts for the fiscal year.  The spreadsheets are then submitted to the DofA Accounting BureauSAB for review (via e-mail or upload to the CMIA website) by September 30 of the next fiscal year.
1. [bookmark: _Toc292974988]Monitor CMIA programs for any changes
If there is a change in a program component, a funding technique, or a warrant clearance pattern during the fiscal year, an agency must notify the DofA Accounting BureauSAB immediately, as the Financial Management ServiceFMS needs to be notified within 30 days of a program change;. tThe Treasury-State AgreementTSA will also need to be amended.  Warrant clearance patterns will need to be re-generated if there is a change in business practices (e.g., warrants are now being held for a day before mailing to insert a payment advice).
1. [bookmark: _Toc292974989]CMIA websitesReferences
5. [bookmark: _Toc292974990]StateState of Montana CMIA website
http://afsd.mt.gov/cmia/cmia.asphttp://sfsd.mt.gov/SAB/cmia
5. [bookmark: _Toc292974991]FederalFederal CMIA website
http://www.fms.treas.gov/cmia/index.html
5. [bookmark: _Toc292974992]CMIA FederalFederal Register link
The CMIA FederalFederal Register - 31 CFR Part 205 (Title 31 of the Code of FederalFederal Regulations, Part 205) lists the CMIA rules and regulations (in a question and answer format).  If a provided answer isn’t clear, there is a separate paragraph beginning with the word “Clarification” that will attempt to shed some more light on the topic.
http://afsd.mt.gov/cmia/federal_register.dochttps://www.fiscal.treasury.gov/fsservices/gov/rvnColl/cmias/31cfr205final.pdf

1. [bookmark: _Toc292974993]Background and history of CMIA
1. The following events lead up to the passage of the Cash Management Improvement Act of 1990 (CMIA): 
	1. Year
	1. Event

	1. 1968
	1. Intergovernmental Cooperation Act passes, allowing States to earn interest on Federal funds prior to their disbursement from States' accounts. 

	1. 1979
	1. U.S. Department of Health and Human Services implements a funding technique called delay of draw, requiring States to draw down Federal funds based upon check clearance patterns.  States have mixed response to delay of draw.  Some States object, citing State constitutional and statutory restrictions requiring funds to be on deposit in the State's account before checks are released. 

	1. 1986
	1. Joint State/Federal Cash Management Reform Task Force formed to set aside differences by building a foundation of mutual trust and cooperation.  The task force’s first objective is to endorse an overall concept – No winners or losers during funds exchange for joint State/Federal programs.  To achieve this goal, interest exchanges are minimized.  In cases where interest has to be exchanged, the task force attempts to prescribe specific funding techniques for exchanging funds with the use of pilots to test the reciprocal interest approach.  The technique, pre-issuance funding, allows States to draw down Federal funds in accordance with their immediate cash needs and in compliance with any statutory or constitutional requirements.  The Financial Management Service (FMS) takes the lead role for this pilot test. 

	1. 1984
	1. Virginia, Indiana, California, and Wisconsin each begin a 6-month pilot of various funding techniques best suited to a State's existing accounting and processing system.  Each pilot is slightly different in the manner Federal funds are tracked and interest is calculated.  The pilot tests prove different funding techniques can be used to track Federal funds and calculate interest, all without incurring significant startup and ongoing costs.  Further, the use of reciprocal interest promotes efficiency, effectiveness, and equity.  In addition, the pilots enable States to focus on and correct internal cash management practices and make procedural and system improvements. 

	1. 1986,1988,1989
	1. CMIA is introduced but did not pass in Congress. 

	1. 1990
	1. CMIA enacted.  FMS is charged with promulgating implementing regulations. 

	1. 1992
	1. FMS issues final CMIA regulations (31 CFR 205) on September 24, effective October 24, 1992, implementing the Cash Management Improvement Act of 1990. 

	1. 1993
	1. First CMIA Treasury-State Agreements negotiated in July. 

	1. 1994
	1. In December, first CMIA annual reports are submitted by States for State fiscal year 1994. 

	1. 1995
	1. In March, first CMIA interest exchange occurs based on the Treasury-State Agreement and the annual report for 1994. 

	1. 1999
	1. FMS introduces the Internet-based Cash Management Improvement Act System (CMIAS) for the collection and review of annual report information, eliminating the paper-intensive annual report reporting and review process. 

	1. 2002
	1. On May 10, FMS issues new CMIA regulations (31 CFR 205), effective June 24, 2002. 

	1. 2003
	1. On June 10, 2003, FMS deployed the Internet-based Cash Management Improvement Act System (CMIAS) TSA Module for the transmission, review and negotiation of Treasury-State Agreements.
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