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FACILITATOR: Thank you for viewing our pre recorded RAD Central Station:  �The Next Stop on the Data Train. Let’s get started.









(Click to next slide)
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Outline

e Basic requirements

e Key structural components

e Interest income

e Other considerations

e Common compliance findings




Basic Requirements

e Minimizing the time between the receipt
and disbursement of cash

e Methods
Payment in advance

Reimbursement method
Working capital advances




Reqguirements

e Direct grantees

Non-Governmental - 29 CFR Part
05.22

Governmental - 29 CFR Part 97.21

e Sub grantees

Follow 29 CFR Part 95 or 97 as
applicable
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Cash Management practices are governed by administrative requirements. The Cash Management administrative requirements makes no distinction between direct grantee and sub-grantee status. That is, your role as a grantee or sub-grantee has absolutely no bearing on which administrative requirements to follow.  Whether or not your organization is governmental or non-governmental determines which cash management requirements must be adhered to.



Non-governmental grantees must follow the requirements found in 29 CFR Part 95.22.  	Non-governmental grantees include (Not for Profit and Commercial Organizations)

Governmental grantees must follow the requirements found in 29 CFR Part 97.21.  Governmental grantees include (State, City, Local and Indian Tribal governments).

To reiterate, sub-grantees follow the guidelines of Parts 95 or 97 as appropriate for their type of organization.



95 = Uniform Administrative Requirements for Institutions of Higher education, Hospitals, and Other Non-Profit Organizations and Commercial Organizations (OMB Circular A-110)

97 = Uniform Administrative Requirements for State, Local and Indian Tribal Governments (OMB Circular A-102)


Requirements — Non- governmental
Grantees

Funds must be in an interest-bearing account
unless:

e Receive < $120,000 in Fed funds/yearr,

e Interest from account would not be
>$250/year, or

e Average or minimum balance required for
Interest-bearing account not feasible within
Federal and non- Federal cash resources




Additional Requirements — Non-
governmental Grantees

e Not necessary to maintain a separate
bank account for federal funds
(however, certain federal agencies

may require It)
e Tracking of funds must be consistent
with fund accounting (GAAP)

e Strongly encouraged to use
minority/women-owned banks




ey components of a
Cash Management Structure

e Segregation of duties

e Reconciliation

e Security & safeguarding
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Key Components to a strong Cash Management Structure begin with a strong internal control structure requiring a proper segregation of duties - No one person should be responsible for the receiving, recording, reconciling, safeguarding and depositing cash.  If your agency is too small to accommodate – it is ok to have ‘compensating controls’ such as having a non-fiscal person such as a program manager or director oversee or take part in one of these duties.



Other  key components to a strong cash management cover the reconciliation, security & safeguarding of assets which will be discussed in detail in the next few slides.  








Segregation of Dutles
Separate the following functions:

e Handling

» Recelving deposits and refunds; mailing or
handing out checks

e Recording

» Posting to the general ledger and making journal
entries

® Access

» Limiting access to PINs, checks, and keys to
lock boxes/safes




Segregation of Duties
What if | don't have the staff?

¢ Institute compensating controls

Managers from other departments should
play a key role in the segregation of duties

Request suggestions from your auditors




Reconciliation

e Person responsible for recording and posting
revenues should NOT be the same person
reconciling cash accounts

e Must be performed on a routine basis

e All adjustments should be adequately
supported and explained

e Managers should periodically test
reconciliation process




Security & Safeguarding
Who Is minding the store?

e [tems that need to be securely stored are:
Signature stamps
Check register (destroy temporary checks)
Credit cards
Petty cash fund
Client debit cards
Bus tokens/passes
Gift cards
PINs




-
Earned Interest Income

e For Non-WIA Title | programs
Non-governmental grantees
» Retain $250 per year for expenses

» Excess of $250 earned must be remitted annually
through PMS. Sub grantees remit to grantees. (29
CFR 95.22(I)(1))

Governmental grantees
» Retain $100 per year for expenses

» Excess of $100 must be remitted through PMS.
Sub grantees remit to grantees. (29 CFR 97.21(h)(2)(i))

o May require adherence to the Treasury-State CMIA
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Where applicable, interest earned by Discretionary grantees and sub grantees must be remitted to the Federal government through the Payment Management System.  



For non-governmental grantees interest earnings are governed by the requirements of 29 CFR Part 95.22(i). Non-governmental grantees must remit interest earnings, including interest earned by sub-grantees, to the DOL annually through the payment management system. Non-governmental grantees and sub-grantees are allowed to deduct $250, from the interest earnings, to cover administrative costs associated with interest.



While both requirements require interest to be remitted to the DOL, there are substantial differences in these requirements.



For governmental grantees interest earnings are governed by the requirements of 29 CFR Part 97.21(i). Governmental grantees must remit interest earnings, including interest earned by sub-grantees, to the DOL quarterly through the payment management system. Governmental grantees and sub-grantees are allowed to deduct $100 (this equates to $25 per quarter), from the interest earnings, to cover administrative costs associated with interest.



States, however, are also governed by the CMIA and must remit interest in accordance with the Treasury-State Agreement if they are covered by it.


-
Earned Interest Income

e For WIA programs

Non-governmental grantees & governmental
grantees

» Earned interest income is considered
program income and must be reported on
the quarterly expenditure report and be
used to provide additional program services
(WIA 195(7)(A) and (7)(B))
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Where applicable, interest earned by Discretionary grantees and sub grantees must be remitted to the Federal government through the Payment Management System.  



For non-governmental grantees interest earnings are governed by the requirements of 29 CFR Part 95.22(i). Non-governmental grantees must remit interest earnings, including interest earned by sub-grantees, to the DOL annually through the payment management system. Non-governmental grantees and sub-grantees are allowed to deduct $250, from the interest earnings, to cover administrative costs associated with interest.



While both requirements require interest to be remitted to the DOL, there are substantial differences in these requirements.



For governmental grantees interest earnings are governed by the requirements of 29 CFR Part 97.21(i). Governmental grantees must remit interest earnings, including interest earned by sub-grantees, to the DOL quarterly through the payment management system. Governmental grantees and sub-grantees are allowed to deduct $100 (this equates to $25 per quarter), from the interest earnings, to cover administrative costs associated with interest.



States, however, are also governed by the CMIA and must remit interest in accordance with the Treasury-State Agreement if they are covered by it.


Other Considerations

Improve Internal Control Structure
of a Cash Management System by:

Recording transactions promptly and with
sufficient original documentation

Training all existing and new staff
Periodically updating policies

Using serially numbered forms for checks,
payment requests, and purchase orders
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Cash management internal controls represent an application of common sense and prudent conduct to the use and proper safeguarding of Government assets. Proper internal control mechanisms provide management with a reasonable assurance that intended safeguards are being practiced consistently. Therefore, the integrity of any cash management activity depends on the application of internal control principles and standards.



The attainment of these principles and standards in the cash management area can be achieved by pursuing the following guidelines:



Cash related transactions shall occur only after the approval of an individual with delegated

authority to make approvals.



Cash related transactions shall be fully documented so that an undisputable audit trail exists.



Cash related transactions shall be recorded promptly during each step of the cash handling

function.



Serially numbered forms shall be used to document cash related transactions to enhance reconciliation

and accountability.



Documents used in cash related transactions shall be safeguarded against re-use, tampering, or

unauthorized disposal.



Provisions shall be made for the regular review and comparison of transaction documentation to

detect errors and duplicate payments.



The approval of adjustments to cash related transactions shall be administratively controlled.



Supervision of cash management activities shall be strictly and continually administered.



Cash related duties, such as maintenance of accounts receivable, cashiering, accounting,

disbursing, and collecting funds shall be segregated.



Cash related accounts shall be frequently reviewed and reconciled with subsidiary records.



The accessibility to funds and fund records shall be restricted and administratively controlled.



Only properly designated employees shall handle impress funds, disbursement certifications, and

collection duties.



Employees assigned cash related duties shall be trained.



Unnecessary clerical routines and handling of cash or cash related documentation shall be eliminated

to lessen the risk of loss and exposure to errors.



Electronic funds transfer and direct deposit shall be used where feasible and advantageous.



Cash derived from collections and cash used for disbursements shall not be commingled.



Cash transactions shall not be used to substitute, or circumvent, prescribed procurement approvals and procedures.



Checks received in collections shall be endorsed upon receipt and collections shall be safeguarded

until deposit is accomplished.



Deposits shall be processed within prescribed intervals and reconciled against records of funds

received.



Prompt responses shall be made to reviews performed on cash management activities to

correct cited deficiencies.



Cash disbursement transactions shall be processed 



Cash held outside the Treasury shall be maintained at the minimum amount needed to cover current

transactions.



This list of guidelines is by no means all-inclusive. Cash handling techniques and methods change as programs change and as new collection and disbursement technologies evolve over time.

However, similar economically feasible standards should be established to fit these new collection and payment processes.



Timely and accurate bank reconciliations

Keep in mind – Segregation of duties

identify those areas of cash management that pose the greatest risk of

fraud or calculation errors.




e Improve internal control structure
of a cash management system by:

Installing regular or surprise reviews of cash
management activities

Limiting cash advances and liquidating before
releasing any new funds

Including an expiration date on checks

Adhering to the unclaimed property (Escheat)
laws In your state




FDIC Consideration

Nhv | D nsurance Important?

e Any deposits currently residing in Federal
Deposit Insurance Corporation (FDIC) covered
banks are insured up to $100,000 including

grant funds.

However, If you are maintaining a daily or monthly
balance in excess of $100,000, a separate
Insurance policy or collateral agreement must be
negotiated with your bank, otherwise grant funds
may be in jeopardized.




=)
Common Compliance Findings

e Cash deposits in bank statements are
recorded in the general ledger for an amount
less than actually received

Violates the federal standards for financial
management systems that require effective control

over and accountability for all funds, property and
other assets.

e Use of federal funds to pay NSF, overdraft
fees, or other penalties
Violates the OMB Circulars on Cost Principles that

prohibit the use of federal funds for the payment of
fines and penalties
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=)
Common Compliance Findings

e A grantee earned over $9,500 in a
fiscal year from federal funds.

Violates the standards for financial
management systems that require an
agency to minimize the time elapsed
from transfer to disbursement.
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Review Questions




Question #1

When opening a checking account with a new
bank, an agency closes its existing account with
$3,200 in outstanding checks. The balance of
the unclaimed checks was then deposited into
the new account. Is the grantee in compliance
with federal and state cash management
requirements?

YES or NO




)
Question #1: Answer

NO: The agency needs to contact the
State agency responsible for handling
unclaimed property to ensure that the
monies rightfully owed to the payees Is
forwarded.
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IF you have time present the following Discussion Question: 



You are onsite conducting an oversight review of one of your service providers when it is discovered that they have earned $21,400 in interest over the last eight years.  What are your next steps for resolution?



STEPS

View financial expenditure reports to see if it has been reported

May require the agency to issue a refund check to DOL for the total amount if the identify of the program fund sources can not be identified

If monies have been spent, look to see what activities it was spent on.

All else fails, Request instructions from State or DOL

 




Question #2

e A cash advance of $20,000 was issued to a service
provider at the start of operations and it was not
liguidated nor recovered prior to its contract termination.

Which of the following statements is true?

e A. The value of the cash advance is questioned and subject to
disallowance if not recovered by the grantee.

e B. A weakness in the internal control structure prevented this defect
from being detected.

e C. The grantee erroneously reported the cash advance as an outlay
or expenditure which resulted in an overstatement of expenditures.
The grantee is required to submit a revised quarterly report to DOL




Question 2: Answer

Each statement is true.

e A. The value of the cash advance is questioned and
subject to disallowance if not recovered by the grantee.

e B. A weakness in the internal control structure
prevented this defect from being detected.

e C. The grantee erroneously reported the cash advance
as an outlay or expenditure which resulted in an
overstatement of expenditures. The grantee is required
o0 submit a revised quarterly report to DOL.




Lessons in Life

e Management Lesson: BS might get you to the top, but it
won't keep you there.




QUESTIONS?



Accountability & Grants Management:

Connecting the Dots r > \-

’ Hl"lll.\'l

U.S. Department of Labor, ETA, Region 4
Discretionary Grantee Training Conference
March 1-2, 2011
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