MINUTES

CASH MANAGEMENT REVIEW BOARD
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MEETING OF July 31, 2015
CITY PLAZA BUILDING

445 NORTH BOULEVARD

7TH FLOOR CONFERENCE ROOM

The items listed on the Agenda are incorporated and considered to be a part of the minutes herein.

Chair Laura Lapeze called the meeting to order.  Secretary Marella Houghton called the roll.

MEMBERS PRESENT:

Laura Lapeze, as Chair and designee for the State Treasurer

Afranie Adomako, CPA, as designee for the Commissioner of Administration

Ernie Summerville, CPA, as designee for the Legislative Auditor (Non-voting member)

OTHER PERSONS PRESENT:

Marella Houghton, CPA, State Treasury Fiscal Control Manager and Secretary to the Board
John L. Daniel, JP Morgan Chase Bank, Senior Vice President
Cindi Nee, JP Morgan Chase Bank, Client Relationship Manager

Mikki Matthews, JP Morgan Chase Bank, Treasury Management Officer
Mr. Afranie Adomako motioned for approval of the minutes for the December 15, 2014 meeting, seconded by Ms. Lapeze, and without objection, the minutes were approved.
Agenda Item 3a was submitted by the Louisiana Department of Transportation and Development (DOTD), requesting Cash Management Review Board’s (CMRB’s) approval for exemption to the 24-hour rule allowing transfers from their Capital One Bank Account for Cameron Ferry Tolls to the central depository bank account on a quarterly basis.  
Capital One Bank has increased their transfer fees to $100 per transfer.  The balance for this account averages approximately $9,700 per month.  Deposits are made every day and the average deposit amount is $163.00.  The location of this Ferry is so remote that there are no other banks available to deposit into, and these deposits are comprised of check and cash receipts.  Image Deposit Direct (IDD) is not an option with cash.  DOTD can enroll in an online bill pay program for a fee of $95 per month, which will allow for unlimited payments to the central depository account.  The central depository account would be set up as a vendor, but this is the same as a transfer to the account.
Capital One Bank has offered to eliminate fees if agencies will change the status of their bank account from governmental to commercial and move the account under the agency’s tax ID number (TIN) instead of Treasury’s.  This would decentralize the state’s banking program and could impact the state’s collateralization requirements. Depository banks must maintain collateral in the form of securities, cash, and other acceptable property having a sufficient market value to equal at least 102% of the collected amount of public funds not insured by the FDIC (over $250,000.00).  In the act that agencies start breaking down these accounts and decentralizing them, collateralization may not be required individually, but collectively the state could be at risk.  Treasury is responsible for collateralization of all accounts under Treasury, and agencies are responsible for collateralization of accounts under their TIN.
Mr. Adomako inquired about how the deposits are recorded in ISIS.  Ms. Houghton explained that the deposit tickets are entered into ISIS for the agency bank account and ready to be classified as revenue once validated deposit tickets are received by Treasury.  However, the deposit is not recorded in the central depository account until the transfer occurs.

Mr. Adomako also inquired about how a government entity is classified as commercial just by virtue of switching status, the impact of such status, and if there are other banks available.  Mr. Adomako also clarified that the 24-hour rule states that monies must be deposited immediately into Treasury. 

Mr. Daniel stated that government entities must be entered into a sophisticated database, and recommended that the cash be converted to money order and deposited via image directly to a DOTD ZBA account.  

Ms. Lapeze motioned for deferral of the request to grant an exemption to the 24-hour rule for the Department of Transportation & Development until alternative options (softy and money orders) can be explored, seconded by Mr. Adomako, and without objection, Item 3a was deferred.

Agenda Item 4a was submitted by the Louisiana Department of Education to repurpose an existing Zero Balance Account (ZBA) at JP Morgan Chase Bank in Baton Rouge to a disbursement ZBA for the purpose of receiving and disbursing funds for the Early Childhood federal program (CFDA 84.419B), as required per Act 868 of the 2014 Regular Legislative Session.  The State Treasury pre-approved to repurpose and convert the account on 3-10-15, and requests Board approval.  The account was initially approved to receive credit card payments.  Date of initial approval is not documented.   
It was noted that Department of Education used the account as a disbursement account when it was only approved as a ZBA. NSF’s came through on the account and alerted the State Treasury of how the account was being used. This program was transferred to Department of Education from Department of Children & Family Services and Education mirrored the manner in which DCFS made payments on the program. DCFS processed payments for this program from a side system.  CMRB contacted Elizabeth Scioneaux, Deputy Superintendent, via telephone to gain further information on this matter.  
Elizabeth Scioneaux explained the Department of Education had continued disbursing funds according to prior practices implemented by DCFS.  Ms. Lapeze expressed concern that the Department of Education was not making it known to Treasury before federal funds were being disbursed out of the ZBA account; therefore, the Treasury did not know to have funds available in the central account prior to this disbursement.  CMRB agreed to not allow disbursement of funds out of this account, the account be used only for the purpose of receiving monies, and future disbursements be made solely through ISIS.  
Mr. Adomako motioned that the Louisiana Department of Education use the existing Zero Balance Account (ZBA) for the original purpose of receiving funds for the Early Childhood federal program as required per Act 868 of the 2014 Regular Legislative Session and all future disbursements be made through ISIS, seconded by Ms. Lapeze, and without objection, Item 4a was approved with amendments.     
Agenda Item 4b was submitted by the Louisiana Department of Agriculture & Forestry to repurpose an existing Zero Balance Account (ZBA) at JP Morgan Chase Bank in Baton Rouge for the purpose of processing Image Deposit Direct (IDD) deposits. The account was initially established to receive lockbox payments, but the lockbox has been closed. The account was initially approved on June 1, 2011. Ms. Houghton said it is a dormant account. 
The Treasury has been effected by the 2015 budget cuts and dormant accounts, such as the AG&F account in consideration, will no longer be paid for by the Treasury.  However, the advantage for approving this request means the agency will be able to scan checks on location allowing the deposits to be in the bank and in ISIS more quickly.
Mr. Adomako motioned for the approval of the request by the Department of Agriculture & Forestry to repurpose their existing ZBA for processing Image Deposit Direct (IDD) deposits, seconded by Ms. Lapeze, and without objection, Item 4b was approved. 

Agenda Item 4c was submitted by Louisiana Department of Civil Service, Board of Tax Appeals to open a new Demand Deposit Account (DDA) at JP Morgan Chase Bank in Baton Rouge for the purpose of collecting and disbursing non-state funds pursuant to Act 210 of the 2015 Regular Legislative Session. This account will serve as an escrow account for non-state funds, and they will become governmental funds upon court judgment. The deposits to this account are security deposits in lieu of commercial security bonds for tax liabilities that are in appeals. These tax liabilities are generally for corporations and commercial entities. 

The new Demand Deposit Account differs from previous accounts in that the Board of Tax Appeals will use the account to hold escrow funds.  Legislation defines an Escrow Account as an actual account held at an approved fiscal agent bank and legislation requires all transactions concerning state cases be submitted to the CMRB annually.
Ms. Lapeze commented that the account is not currently a Treasury escrow account due to standing legislation; the escrow must remain separate until ownership of non-state funds is transferred to the state.  
The estimated daily balance in the account would average approximately $2 million.  Under prior law, the only option for security was to obtain a commercial surety bond from an insurance company approved by the Board of Tax Appeals.  The Cash Management Review Board called Cade R Cole, Vice Chair and Local Tax Judge, via telephone to inquire where the money is being banked that requires a surety bond.
Judge Cole expressed that the monies are not being banked and that Liberty Mutual is the most common carrier by which they would have paid the surety bonds.  The necessity for a new account rose due to subsidiaries of parent companies not having adequate credit ratings to obtain surety bonds and in turn were required to escrow the money elsewhere to obtain the bond.  The Board of Tax Appeals kept the money with a fiscal agent bank as an escrow outside the Treasury due to a portion of the money belonging to locals.  Locals expressed a great deal of objection to having money held at the Treasury for a variety of political reasons.  


Mr. Adomako motioned for the approval of the request by Louisiana Department of Civil Service, Board of Tax Appeals to open a new Demand Deposit Account (DDA) at JP Morgan Chase Bank in Baton Rouge for the purpose of collecting and disbursing non-state funds pursuant to Act 210 of the 2015 Regular Legislative Session, seconded by Ms. Lapeze, and without objection, Item 4c was approved. 
For informational purposes only, Agenda Item 5a was submitted to the Board as notification that ownership of the Hazard Mitigation Bank Account at JP Morgan Chase Bank (936393784) has been moved from the Division of Administration (DOA) to the Governor’s Office of Homeland Security and Emergency Preparedness (GOHSEP), as GOHSEP is taking over this program effective 8/31/15.  

For information purposes only, Agenda Item 5b was submitted to the Board as notification that Louisiana Department of Recreation, Culture and Tourism (CRT) is considering closure of their Travel and Imprest Account at Capital One Bank due to increased bank fees.  They are looking for another approved Fiscal Agent Bank with lower fees.  Per CRT, the fees at our contract bank were higher than the current fees at Capital One Bank.  This account was initially approved by CMRB on 10/21/94.

For informational purposes only, Agenda Item 5c was submitted to the Board as notification that the Department of Health and Hospitals has closed the following 7 ZBA accounts at JP Morgan Chase Bank in Baton Rouge:

· Capital Area Human Services District – Magellan Account (6/20/13 – 255052095)
· Pinecrest Supports and Services Center – Medicare EFT Account (5/28/08 – 789599115)
· Pinecrest Supports and Services Center – Magellan Account (6/20/13 – 838613818)
· Villa Feliciana Medical Complex – Magellan Account (6/20/13 – 838613974)
· Capital Area Human Services District – Medicare EFT Account (5/28/08- 789599578)
These 5 accounts are being closed due to these entities no longer being State agencies.  They do not have an agency number and are no longer included in the State’s CAFR.  These entities will open bank accounts using their own TIN and the State will no longer pay for their bank accounts.  

· Metropolitan Human Services District – Magellan Account (6/20/13 – 235052139)
· Metropolitan Human Services District – Medicare EFT Account (5/28/08 – 789599610)
MHSD is considered a State agency, as they have an agency number and are included in the CAFR.  However, MHSD has determined that they do not need these accounts, as DHH no longer performs their accounting function or prepares their AFR.  

There were no Other Business topics to be discussed. 

Mr. Adomako motioned to adjourn, seconded by Ms. Lapeze, and without objection, the meeting was adjourned.  
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