TEA Guidance 

Cash Management Requirements 
and Return of Interest Earned from Excess Cash on Hand

Cash Management

Administrative requirements for grants stipulate that grantees must request cash (i.e., grant payments) as close as possible to the time of making disbursements. Pursuant to the requirements in 34 CFR 74.21 and .22 and 80.20 and .21, payment requests must be timed in accordance with the actual, immediate cash requirements of the grantee. 

Grantees should not have more cash on hand than is necessary to meet three days’ cash needs. Therefore, grantees should request only that amount that will be paid out within three business days once the payment is received from TEA. Grantees may request payment only for obligations incurred during the grant period.

Payments through Expenditure Reporting (ER) should be deposited into your depository bank by the State Comptroller’s Office within six to seven business days of the request (provided TEA receives any supporting documentation requested in a timely manner and there are no other complications with the automated system). Therefore, grantees must request cash no earlier than six working days before actual disbursement of funds. 

Grantees must have written procedures and internal controls for cash management that assure only the actual amount of cash needed will be requested, and the cash received will be paid out within three days of receiving it. Procedures should evidence that the grantee plans carefully for cash flows for grant projects and reviews cash requirements before each request for payment. Cash management procedures are monitored during on-site monitoring visits and during the annual independent audit.

Grantees are not required to maintain separate bank accounts for federal grants. However, grantees must comply with the applicable standards for financial management in maintaining accounting records by fund source. (See section on Coordination with the Business/Accounting Office and Financial Management in Part 1: General and Fiscal Guidelines of the RFA.)

Return of Interest Earned from Excess Cash on Hand
As stated above, grantees shall not draw down more cash than is necessary to meet three days’ cash needs. If a grantee draws excess cash and keeps cash on hand for more than three days, the grantee may be required to return to the federal government any interest earned on payments drawn down through ER.  

The following federal statutory requirements apply, depending on the grantee’s entity type: 

· Nongovernmental entities such as institutions of higher education (IHEs), nonprofit organizations, and open-enrollment charter schools operated by an IHE or nonprofit organization are subject to Title 34 of the Code of Federal Regulations Part 74 (34 CFR Part 74).

· Governmental entities such as independent school districts, ESCs, open-enrollment charter schools operated by a governmental entity, cities, and counties are subject to 34 CFR Part 80.

Return of Interest Earned from Payments to IHEs, Nonprofit Organizations, and Open Enrollment Charter Schools Operated by an IHE or Nonprofit Organization

In accordance with the requirements of 34 CFR 74.22(k), IHEs, nonprofit organizations, and open-enrollment charter schools operated by an IHE or nonprofit organization must deposit grant payments into an interest-bearing account. For each grant award, the grantee may retain up to $250 annually in interest earned to pay the cost of maintaining the interest-bearing account.

Any funds that are not paid out within three business days of receipt of funds are considered an advance of funds (i.e., excess cash on hand) and must be returned to TEA immediately as a refund. Refunds that are a result of excess cash must be sent to the following address:

Texas Education Agency—MSC
P. O. Box 13717
Austin, TX 78711-3717

Write the name of the grant program and the NOGA ID number on the refund check. The refund will be credited to the NOGA ID from which the excess funds were drawn down.
In addition, on at least an annual basis, any such advances of federal grant funds that earn an excess of $250 in interest annually per grant award must be returned to the U.S. Department of Health and Human Services at the following address:

U.S. Department of Health and Human Services

P.O. Box 6120

Suite 1133

Rockville, MD 20852

The remittance should be accompanied by a letter stating that the remittance is for “interest earned on federal funds” and should include the grantee’s DUNS number and any other identifiable information specific to the award and the grantee, such as the CFDA number and the grantee organization name.

Please do NOT remit the interest earned to TEA. 34 CFR Part 74 specifically states that grantees covered by Part 74 must send the interest earned directly to the Department of Health and Human Services.
Exception to 34 CFR 74.22(k) Requirements

For IHEs, nonprofit organizations, and open-enrollment charter schools operated by an IHE or nonprofit organization, the requirements of 34 CFR 74.22(k) are waived if any of the following conditions apply:

1. The grantee receives less than $120,000 in total federal awards per fiscal year.

2. The best reasonably available interest-bearing account would not be expected to earn interest in excess of $250 per fiscal year on total federal cash balances.

3. The average or minimum balance required by the depository bank is too high for the grantee to meet with expected federal and non-federal cash resources.

Return of Interest Earned from Payments to School Districts, Open Enrollment Charter Schools Operated by a Governmental Entity, and Other Governmental Entities, Including Cities and Counties

Governmental entities such as independent school districts, ESCs, open-enrollment charter schools operated by a governmental entity, cities, and counties are encouraged to deposit grant payments into an interest-bearing account. In accordance with the requirements of 34 CFR 80.21(i), for each grant award, the grantee may retain up to $100 annually in interest earned to pay the cost of maintaining the interest-bearing account. 
Any funds that are not paid out within three business days of receipt of funds are considered an advance of funds (i.e., excess cash on hand) and must be returned to TEA immediately as a refund. Refunds that are a result of excess cash must be sent to the following address:

Texas Education Agency—MSC
P. O. Box 13717
Austin, TX 78711-3717

Write the name of the grant program and the NOGA ID number on the refund check. The refund will be credited to the NOGA ID from which the excess funds were drawn down.
In addition, excess cash on hand of federal grant funds that earn an excess of $100 in interest annually per grant award must be returned to the U.S. Department of Education (USDE) promptly but at least quarterly. Do NOT remit the interest to TEA. 34 CFR Part 80 specifically states that grantees covered by Part 80 must send the interest directly to the U. S. Department of Education.

Instead, remittances should be mailed to the USDE at the following address:

U.S. Department of Education

P.O. Box 979053

St. Louis, MO 63197-9000

The remittance should be accompanied by a letter stating that the remittance is for “interest earned on Federal funds” and should include the DUNS number and any other identifiable information specific to the award and the grantee, such as the CFDA number and the grantee organization name.

Noncompliance with Cash Management Requirements

Pursuant to the provisions of 34 CFR 74.62 and 80.43, grantees that fail to comply with cash management requirements, including the repayment of interest earned, may be subject to the following special conditions or enforcement actions:

· Identification as a high-risk grantee, pursuant to the provisions of 34 CFR 80.12 and 74.14, which may involve the imposition of special conditions and being placed on reimbursement basis only (grantee would not be able to draw down its own funds in the ER system without first submitting supporting documentation for expenditures)

· Temporarily withholding cash payments pending correction of the deficiency

· Disallowing all or part of a cost not in compliance

· Suspension or termination of the award

· Withholding further awards for future discretionary grants from TEA

· Debarment or suspension from receiving any future federal funds from any entity

· Other remedies that may be legally available

