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MEMORANDUM TO REMIND DEPARTMENT OF EDUCATION GRANTEES OF EXISTING CASH
MANAGEMENT REQUIREMENTS CONCERNING PAYMENTS

The Department of Education (the Department) requires that its grantees adhere to existing cash
management requirements concerning payments and will ensure that their subgrantees are also aware
of these policies by providing them relevant information.

A grantee’s failure to comply with cash management requirements may result in an improper payment
determination by the Department in accordance with the Payment Integrity Information Act (PIIA) of
2019.

Excessive Drawdowns

In the context of grants, excessive drawdown refers to the situation where a grantee withdraws more
funds than necessary from the grantor, which can lead to financial and compliance issues. In accordance
with cash management requirements, grant funds are drawn down incrementally to cover immediate
expenses related to the grant activities. If a grantee draws down excessive funds, they may be required
to return the surplus along with interest. This situation can arise from poor financial management, lack
of proper accounting practices, or misalignment with the grant's stipulated budget and objectives.

To avoid excessive drawdown, it is crucial for grantees to implement and maintain robust accounting
systems, track expenses accurately, and adhere to the grant's budget and reporting requirements.
Proper planning and monitoring of fund allocation, maintaining accurate records, and ensuring timely
drawdowns aligned with actual expenses are essential practices. Additionally, grantees should be aware
of the specific drawdown procedures and requirements set by the grantor, which can vary depending on
whether the grant is federally funded or comes from other sources.

Cash Management Requirements

There are three categories of payment requirements that apply to the drawdown of funds from grant
accounts at the Department. The first two types of payments are subject to the requirements in the
Treasury Department regulations implementing the Cash Management Improvement Act (CMIA) of
1990, 31 U.S.C.6513, and the third is subject to the requirements in the Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance) at 2 CFR
part 200,! as follows:

1. Payments to a State under programs that are covered by a State’s Treasury State Agreement
(TSA);

2. Payments to States under programs that are not covered by a TSA; and

3. Payments to other non-Federal entities, including nonprofit organizations and local
governments.

! The Department adopts the Uniform Guidance as regulations of the Department at 2 CFR part 3474.
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https://www.congress.gov/116/plaws/publ117/PLAW-116publ117.pdf
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CMIA Requirements Applicable to Programs included in a TSA

Generally, under the Treasury Department regulations implementing the CMIA, only major assistance
programs (large-dollar programs meeting thresholds in 31 CFR § 205.5) are included in a State’s written
TSA. See 31 CFR § 205, subpart A. Programs included in a TSA must use approved funding techniques
and both States and the Federal government are subject to interest liabilities for late payments. State
interest liabilities accrue from the day federal funds are credited to a State account to the day the State
pays out the federal funds for federal assistance program purposes. 31 CFR § 205.15. If a State makes a
payment under a Federal assistance program before funds for that payment have been transferred to
the State, Federal Government interest liabilities accrue from the date of the State payment until the
Federal funds for that payment have been deposited to the State account. 31 CFR § 205.14.

CMIA Requirements Applicable to Programs Not Included in a TSA

Payments to States under programs not covered by a State’s TSA are subject to subpart B of Treasury’s
regulations in 31 CFR § 205. These regulations provide that a State must minimize the time between the
drawdown of funds from the federal government and their disbursement for approved program
activities. The timing and amount of funds transfers must be kept to a minimum and be as close as is
administratively feasible to a State’s actual cash outlay for direct program costs and the proportionate
share of any allowable indirect costs. 31 CFR § 205.33(a). States should exercise sound cash
management in funds transfers to subgrantees.

Under subpart B, neither the States nor the Department owe interest to the other for late payments. 31
CFR § 205.33(b). However, if a State or a Federal agency is consistently late in making payments,
Treasury can require the program to be included in the State’s TSA. 31 CFR § 205.35.

Fund transfer requirements for grantees other than State governments and subgrantees

The transfer of Federal program funds to grantees other than States and to subgrantees are subject to
the payment and interest accrual requirements in the Uniform Guidance at 2 CFR § 200.305(b). These
requirements are like those in subpart B of the Treasury Department regulations in 31 CFR part 205,
requiring that “For recipients and subrecipients other than States, payment methods must minimize the
time elapsing between the transfer of funds from the Federal agency or the pass-through entity and the
disbursement of funds by the recipient or subrecipient regardless of whether the payment is made by
electronic funds transfer or by other means.” 2 CFR § 200.305(b).

The Federal Government and pass-through entities must make payments in advance of expenditures by
grantees and subgrantees if these non-Federal entities maintain, or demonstrate the willingness to
maintain, written procedures “that minimize the time elapsing between the transfer of funds and
disbursement by the recipient or subrecipient, and financial management systems that meet the
standards for fund control and accountability.” 2 CFR § 200.305(b)(1). If a grantee or subgrantee cannot
meet the criteria for advance payments, a Federal agency or pass-through entity can pay that entity
through reimbursement. See 2 CFR § 200.305(b)(1) and (3) for more detailed description of the
payment requirements and the standards for requiring that payments be made by reimbursement.
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Returning Earned Interest

Non-Federal entities must maintain advance payments in interest bearing accounts unless certain
conditions exist. See 2 CFR § 200.305(b)(11) for those conditions. The requirements regarding interest
accrual and remittance follow:

Recipients or subrecipients may retain up to $500 per year of interest earned on Federal funds to use for
administrative expenses of the recipient or subrecipient. Any additional interest earned on Federal funds
must be returned annually to the Department of Health and Human Services Payment Management
System (PMS) through either the Automated Clearing House (ACH) network or a Fedwire Funds Service
payment. All interest in excess of $500 per year must be returned to PMS regardless of whether the
recipient or subrecipient was paid through PMS. Instructions for returning interest can be found at
Returning Funds/Interest | HHS PSC FMP Payment Management Services. 2 CFR § 200.305(b)(12).
Additionally, these instructions are provided below.

1. Returning Interest to PMS

PMS is the central collection point for interest earned on all federal grants, whether they are
paid through the Payment Management System or not.

a. Domestic Automated Clearing House (ACH) Returns (Direct Deposit)

Returning funds via Automated Clearing House (ACH) means you will most likely be returning
funds in the manner in which they were received at your organization.

ACH account information to be included:

e PSCACH Routing Number is: 051036706

e PSCDFI Accounting Number: 303000

e Bank Name: Credit Gateway - ACH Receiver
e Location: St. Paul, MN

Additionally, include the following:
e An explanation stating that the refund is for interest
e The name of the awarding agency

e The grant number(s) for which the interest was earned
e The return should be made payable to: Department of Health and Human Services.

b. International Automated Clearing House (ACH) Returns (Direct Deposit)

ACH Account Information to be Included For Payments Sent in U.S. Dollars (USD):

° Beneficiary Account: Federal Reserve Bank of New York/ITS (Can abbreviate: FRBNY/ITS)
° Bank: Citibank N.A. (New York)

° SWIFT Code: CITIUS33

° Account Number: 36838868

e  Routing Number: 021000089

° Bank Address: 388 Greenwich Street, New York, NY 10013


https://pms.psc.gov/grant-recipients/returning-funds-interest.html
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e Payment Details (Line 70): Agency Name (abbreviated when possible) and Agency Locator
Code (ALC)
e Agency POC: James Kruper, (301) 492-4998

For a USD payment, the payment sender must include:

e Agency Locator Code (ALC): 75010501
e Name: US Department of Health and Human Services, PMS Account Number and Grant
Subaccount Number in the Payment Details (Line 70) section of the SWIFT message.

This information must be in this section of the payment instructions, or the International
Treasury Service (ITS) will not be able to identify the federal agency the payment is for. Without
this identifying information, ITS will be required to return the payment as unidentified or unable
to post. The receiving account is in the name of “Federal Reserve Bank of New York/ITS” and the
payment originator should list that as the name on the beneficiary account.

Additionally, include the following:

e Anexplanation stating that the refund is for interest

e The name of the awarding agency

e The grant number(s) for which the interest was earned

e Thereturn should be made payable to: Department of Health and Human Services.

c. FedWire Returns

Service charges may be incurred from a grantee’s financial institution when a Fedwire to return
interest is initiated. For FedWire returns, Fedwire account information is as follows:

e Fedwire Routing Number: 021030004
e Agency Location Code (ALC): 75010501
e Bank Name: Federal Reserve Bank

e Treas NYC/Funds Transfer Division

e Location: New York, NY

Additionally, include the following:

e Anexplanation stating that the refund is for interest

e The name of the awarding agency

e The grant number(s) for which the interest was earned

e The return should be made payable to: Department of Health and Human Services.

d. Check Returns (USPS Only)

Interest may be returned by check using only the U.S. Postal Service; however, returning
interest via check may take 4-6 weeks for processing before a check payment may be applied to
the appropriate PMS account.
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e Interests returned by check are to be mailed (USPS only) to:

HHS Program Support Center

PO Box 979132
St. Louis, MO 63197

A brief statement explaining the nature of the return must be included.

To return interest on a grant not paid through the PMS, make the check payable to the
Department of Health and Human Services, and include the following with the check:

e An explanation stating that the refund is for interest

e The name of the awarding agency

e The grant number(s) for which the interest was earned

e The return should be made payable to: Department of Health and Human Services.

Cash Management Monitoring Responsibilities of Pass-Through Entities

Grantees, including grantees that act as pass-through entities and subgrantees have other
responsibilities regarding the use of Federal funds. For example, all grantees and subgrantees must
have procedures for determining the allowability of costs for their awards. We highlight the following
practices related to the oversight of subgrantee compliance with the financial management
requirements in the Uniform Guidance that will assist State grantees (pass-through entities) in meeting
their monitoring responsibilities. Under 2 CFR § 200.332, pass-through entities must —

1. Verify that the subrecipient is not excluded or disqualified in accordance with §180.300.
Verification methods are provided in § 180.300, which include confirming in SAM.gov that a
potential subrecipient is not suspended, debarred, or otherwise excluded from receiving Federal
funds.

2. Ensure that every subaward is clearly identified to the subrecipient as a subaward and includes
the information identified in § 200.332(b).

3. Evaluate each subrecipient’s fraud risk and risk of noncompliance with a subaward to determine
the appropriate subrecipient monitoring. See § 200.332(b) & (f).

4. Monitor the activities of a subrecipient as necessary to ensure that the subrecipient complies
with Federal statutes, regulations, and the terms and conditions of the subaward. The pass-
through entity is responsible for monitoring the overall performance of a subrecipient to ensure
that the goals and objectives of the subaward are achieved. See § 200.332(e).

5. Consider taking enforcement action against noncompliant subrecipients as described in
§ 200.339 and in program regulations.

A small number of Department grant programs have program-specific cash management and payment
requirements based on the authorizing legislation or program regulations. These program-specific
requirements may supplement or override general cash management or payment requirements. If you
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have any questions about your specific grant, please contact the Education Program Contact listed in
Block 3 of your Grant Award Notification.



