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Executive Summary

The Cash Management Improvement Act of 1990 (Public Law 102-453), as amended by the Cash
Management Improvement Act of 1992 (Public Law 102-589), governs the transfer of funds between the
Federal Government and states. The legislation was enacted to address issues of equity in the exchange
of funds between the Federal Government and states. Specific objectives of the legislation are to
minimize the time elapsing between the transfer of funds and to exchange interest in instances where
funds are not transferred in a timely manner. The State of Tennessee Cash Management Improvement
Act (CMIA) Agreement with the U.S. Treasury in State fiscal year 2011-2012 covered 16 Federal
programs, with funding of at least $60,000,000.00. See Exhibit A for a list of covered programs, State
recipient agencies, and FY 2012 disbursements.

State interest liabilities for FY 2012 equal $13.624.00 and Federal interest liabilities equal $5,879.00.
Department summaries include more detail regarding these amounts. Please note that FMS requires that
the net interest (interest earned less banking costs) earned by the Unemployment Insurance Trust Fund
(CFDA 17.225) be reported as a State interest liability to be included in the interest exchange
calculations. The net interest earned and reported for the Unemployment Insurance program is $7,186.00
and that amount is included in the State interest liability noted above.

The State has approximately $23,157.00 eligible for direct cost reimbursement through the month of
October 2012. The direct costs for November 2012 will be added to this amount and the total reported to
U.S. Treasury FMS as a part of the annual report. The direct costs eligible for reimbursement are
calculated by Edison based on hours that staff record to the CMIA allowable Edison Task Profiles for
Interest Reporting and Clearance Pattern Monitoring.

The State generally complied with the terms of the CMIA Agreement during the period. A compliance
exception is considered to occur whenever there is a difference between the date that Federal revenue
should have been received and the date that Federal revenue were received by State Treasury. Immaterial
differences are generally not considered an exception.

According to the CMIA Agreement, the Federal Government generally incurs an interest liability when
the State pays out its own funds for program purposes with valid obligational authority before Federal
funds are credited to a State account. The State incurs an interest liability when Federal funds are
deposited into a State account pending payment for program purposes. The State is required to submit an
Annual Report to the U.S. Department of the Treasury, Financial Management Service, by December 31,
2012 for State fiscal year 2012. Also included in the Annual Report is the State's claim for direct costs
that are reimbursable by the Federal Government. Eligible costs include costs incurred in calculating the
interest liabilities, monitoring clearance patterns, and preparing the Annual Report. Interest is scheduled
to be exchanged March 31, 2013.

If it can be demonstrated that the State has materially failed to comply with its CMIA Agreement, the
FMS may request a Federal agency or the General Accounting Office to conduct an audit of the State to
determine interest owed to the Federal Government and to implement procedures to recover such interest.
The FMS may also deny the reimbursement of all or part of the State's direct cost claim or take other
legal remedies. If the State repeatedly or deliberately fails to request funds in accordance with the
procedures in the CMIA Agreement, the FMS may also deny the State any resulting Federal interest
liability. The State's implementation of CMIA is subject to audit in accordance with Chapter 75 of Title
31, United States Code, "Requirements for Single Audits".
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Annual Reporting Procedures
Automated Annual Reports via the Internet

The Cash Management Improvement Act System (CMIAS) is the annual report electronic transmittal
mechanism provided by FMS for the Fiscal Year 2012 Annual Reports. It is accessible via the Internet.

Once the data regarding interest liabilities, explanations of interest liabilities, and direct costs data are
entered on-line, the Annual Report will be generated. The automated transmittal can then be printed for
the Commissioner's signature and then mailed to FMS. A copy of the automated transmittal will also be
provided to the State Funding Board Staff.

The State is required to provide a written explanation to the U.S. Treasury, Financial Management
Service (FMS) for all Federal interest liabilities in excess of $5,000 and for all prior year interest liability
adjustments. Information regarding all State interest liabilities in excess of $5,000 is also provided to the
State Funding Board in this report.



Explanation of CMIA Interest Liabilities by Program

This document explains the federal interest liabilities over $5,000.00 for each CFDA as required by
FMS. An explanation is given for state interest liabilities over $5,000.00 for each CFDA for
informational purposes to the State Funding Board.

CFDA 17.225 — Unemployment Insurance

There is a total Federal interest liability in the amount of $1,130.00 and a total State interest liability of
$7.220.00 reported for this program.

Bank administrative fee charges of $3,470.00 and interest earnings of $10,656.00 will also be reported

for this program. The net interest earnings in the amount of $7,186.00 are included in the State interest
liability noted above.

Tenncare

CFDA 93.778 — Medical Assistance Program

There is a total Federal interest liability in the amount of $3,991.00 and a State interest liability in the
amount of $6,081.00 reported for this program.

Of the State interest liability for the Medical Assistance Program, $6,048.00 was due to Tenncare

drawing federal funds to have on hand when a federal shutdown was expected. State interest was
calculated for the 11 days that Tenncare spent down the overdrawn federal funds.

Total Balance of Total State Interest

Overdrawn Liability Generated

Date Funds by Overdrawn Funds
08/01/11  (405,000,000.00) 3,994.52
08/02/11  (73,539,676.79) 241.77
08/03/11  (73,535,516.33) 241.76
08/04/11  (60,853,394.14) 200.07
08/05/11  (55,096,855.45) 181.14
08/08/11  (55,092,541.58) 543.38
08/09/11  (55,974,405.90) 184.03
08/10/11 (46,646,428.16) 153.36
08/11/11  (28,237,925.81) 92.834
08/12/11 (28,885,680.94) 94.97
08/15/11  (11,638,009.82) 114.79
08/16/11 (1,600,087.74) 5.26
6,047.87

No prior period adjustment is reported for this program.



Direct Costs

The direct costs of calculating the interest liabilities, monitoring clearance patterns, and preparing the
2012 CMIA Annual Report are $23,157.00 as of the end of October 2012.



