MINUTES

CASH MANAGEMENT REVIEW BOARD
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MEETING OF DECEMBER 15, 2014
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

Tom Cole, 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
Kellie Kerstetter, NIC, Director of Business Development

Ernie Summerville, CPA, Legislative Auditor Office, Director of Financial Audit
Marsha Pemble, Office of Group Benefits, Accounting Administrator
Nakul Patel, State Treasury Office

Mr. Afranie Adomako motioned for approval of the minutes for the August 20, 2014 meeting, seconded by Ms. Lapeze, and without objection, the minutes were approved.
Agenda Item 4a was submitted by the Louisiana Department of Insurance, requesting Cash Management Review Board’s (CMRB’s) approval to repurpose an existing Zero Balance Account (ZBA) at JP Morgan Chase Bank in Baton Rouge for the purpose of depositing paper and electronic checks, as well as cash receipts.  This account was initially approved by CMRB on 8/2/95 for Insurance Electronic Check Deposits, and Department of Insurance wants to expand the purpose of the account to include cash and checks.  There will be no additional fees associated with utilizing the existing account at JP Morgan Chase Bank, and no checks will be written from account because it will be a deposit account only.  

The Department of Insurance intends to close their Capital One Bank account currently used for depositing cash and check receipts obtained via mail or at agency conferences because Capital One has implemented a minimum $15 per month account service charge for government accounts.  There were a total of 21 check deposits to this account totaling $410.00 over the last 3 years, and that barely covers the costs.  

Mr. Adomako motioned for approval of the request to repurpose the account for Department of Insurance, seconded by Ms. Lapeze, and without objection, Item 4a was approved. 

Agenda Item 4b was submitted by the Louisiana Office of Group Benefits (OGB) requesting CMRB’s approval to convert and repurpose an existing ZBA account at JP Morgan Chase Bank in Baton Rouge to a Demand Deposit Account (DDA) for the purpose of paying a newly assessed annual fee to the Centers for Medicare and Medicaid Services (CMS) through an ACH process.  This account was initially approved by CMRB for processing OGB member health insurance claims when the plan was administered in-house. There will be no additional fees associated with utilizing the existing account at JP Morgan Chase Bank.  

Ms. Pemble stated that OGB was initially planning to close this account; however with Affordable Care Plan rules providing for no options to make payment other than ACH debit, OGB identified a need to keep the account.  There is an annual recurring payment scheduled for January 15th each year.  Payment is in excess of $11 million, and OGB will contact Treasury at least 1 week prior to payment to ensure funds will be available and a manual warrant and wire transfer is done the last business day before the 15th.  There will be no funds in the account except for the amount of the payment, and the bank account can be limited to accept debit transactions from only CMS.
Mr. Cole inquired about CMS taking the transitional reinsurance fee directly from the account, and the lost interest on $11 million for a 24 hour period, while the funds sit in the account waiting to be debited.  Ms. Pemble stated that OGB tried to work with CMS to determine if there were any other alternatives for making the payment, but none were available.  OGB considered using a third party to make payment on behalf of the State, but no third parties would agree.  Ms. Houghton stated that she had spoken with John Broussard, Chief Investment Officer at the Treasury, and he indicated that rates are so low at this time that lost interest would be minimal and insignificant.
Ms. Houghton notified the Board that as part of repurposing the account, it will be repurposed as an agency account instead of a Treasury account, and that controls on the account include: (1) OGB depositing the exact amount of the funds to prohibit CMS from taking any more from the account than what State agrees to pay, and (2) OGB funding the account through a wire so Treasury will be involved in the funding process, ensuring no self-funding.  Ms. Lapeze also pointed out that only CMS will be able to debit the account. 
Mr. Adomako motioned for approval of the request to convert and repurpose OGB’s existing ZBA account at JP Morgan Chase Bank in Baton Rouge to a Demand Deposit Account (DDA) for the purpose of paying CMS, seconded by Ms. Lapeze, and without objection, Item 4b was approved. 

Agenda Item 4c was submitted by the Louisiana Department of Public Safety (DPS), Office of Fire Marshall (OFM) requesting CMRB’s approval to rename and repurpose an existing ZBA account at JP Morgan Chase Bank in Baton Rouge for the purpose of collecting on-line credit card payments for OFM.  The existing account was approved by CMRB on 5/25/07 for the purpose of collecting credit card receipts for training fees, room fees, and dorm fees for the Donald J. Thibodeaux Training Complex.  This is an account that DPS was going to close because the Complex no longer exists.

Ms. Lapeze stated that DPS is building a new online portal to collect credit card fees to better handle their revenues and charge for all services, and this OFM program will be built into that portal.  
Mr. Adomako motioned for approval of the request to rename and repurpose an existing ZBA account at JP Morgan Chase Bank in Baton Rouge for the purpose of collecting on-line credit card payments for the Office of State Fire Marshall, seconded by Ms. Lapeze, and without objection, Item 4c was approved. 

Agenda Item 4d was submitted by the Louisiana Department of Public Safety, Office of Motor Vehicles (OMV), requesting CMRB’s approval of an exemption to the 24-hour deposit rule for an existing ZBA account at JP Morgan Chase Bank in Baton Rouge opened in October 2001.  The reason for this request is because DPS is doing business with a new ExpressLane vendor, NIC, and the vendor requires collection of credit card and e-check receipts to be deposited into an interim account owned by the vendor prior to transferring receipts to the agency’s ZBA account.   
As part of a new pilot program under Office of Technology Services (OTS), OMV is the first pilot because legislation currently allows DPS to use a third-party processor.  This pilot program relates only to online processing, and if successful, OTS wants to roll this out to other agencies.  Offering this program to other State agencies will require a change in legislation because not all agencies are authorized to use a third-party processor.
Mr. Adomako inquired about the need for this exemption, and Ms. Kerstetter stated that because different card companies have varying settlement times and to allow for chargebacks to settle, this will allow for a cleaner reconciliation process by sending all daily transactions in a single file instead of random files.  For comparison purposes, Ms. Lapeze stated that the Louisiana Department of Revenue (LDR) uses Official Payments as their third-party processor, and they deposit collections into their own account and do not settle with LDR for 72 hours.  Ms. Lapeze also stated that DPS also uses Envoc as a third-party processor, but DPS uses a Treasury account.
Mr. Adomako noted that the rule states that once funds are in the State account, it must be transferred to central account within 24 hours.  Therefore, if Official Payments is holding the funds in their own account to settle then transferring the funds to LDR, technically no exemption would be needed because the funds are not in a State account.  Additionally, the same rule would apply to NIC and OMV, and an exemption would not be necessary.  
Since funds are technically collected by an agent, the law was reviewed for clarification.  Per the Louisiana Administrative Code (LAC), all monies received by the State, or any State board or commission shall be deposited immediately upon receipt into Treasury.  “Immediately” is defined as within 24 hours of receipt.   The Board reviewed prior exemption decisions by CMRB to determine the basis behind decisions for comparison purposes. The Board noted that exemptions have been granted to agencies where it would not have been cost effective due to distance to the bank.  Also noted in prior decisions was a provision that cash receipts must be under lock and key to safeguard cash. 

Mr. Adomako stated that an exemption to the rule is not necessary because once funds are received by the State (in ZBA account), it is swept into Treasury that night.  After discussions by the Board, it was determined that no motion is required, and an exemption to the rule is not necessary.

Mr. Cole suggested that if the intent of the Board is to exclude third-party processors, the definition in the LAC should be amended to state such because auditors will be looking to the LAC as guidance by which they will determine compliance.  By inclusion in the minutes, this will stand as the intent until the LAC can be updated.  

For informational purposes only, Agenda item 5a was submitted to the Board as notification that the Louisiana Department of Transportation and Development, Crescent City Connection is closing their petty cash account at JP Morgan Chase Bank in New Orleans because this account is no longer needed.  Since the toll bridge no longer exists, this account is no longer needed.

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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