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§ 205.16 Interest payment.
(a) Adjusted interest liabilities. The

FMS will adjust a State’s total interest
liability and the Federal Government’s
total interest liability to a State to ef-
fect direct cost reimbursement, as set
forth in § 205.14(b)(8).

(b) Net interest payment. The adjusted
total State interest liability and the
adjusted total Federal interest liabil-
ity for each State will be offset to de-
termine the net interest payable to or
from a State. The payment of net in-
terest to or from a State for its most
recently completed fiscal year will
occur no later than March 1.

(c) Disputed amounts. If the amount of
interest payable is disputed according
to the provisions of § 205.18, payment
must occur for any undisputed por-
tions. The interest in dispute must be
paid within 14 days of receipt of the de-
cision by the Assistant Commissioner,
Federal Finance, as set forth in § 205.18.

§ 205.17 Compliance and oversight.
(a) State coordinator. A State shall

designate an official representative
with the statutory or administrative
authority to coordinate all interaction
with the Federal Government con-
cerning this subpart, and shall notify
the FMS of the representative’s name
and title in writing.

(b) Federal agency coordinator. A Fed-
eral Agency shall designate an official
representative to coordinate all inter-
action with the FMS and the States
concerning this subpart, and shall no-
tify the FMS of the representative’s
name and title in writing.

(c) Recordkeeping. A State shall main-
tain records supporting interest cal-
culations, clearance patterns, direct
costs, and other functions directly per-
tinent to the implementation and ad-
ministration of this subpart.

(d) Record retention. A State shall re-
tain the records related to implemen-
tation of this subpart of each fiscal
year for 3 years from the date the
State submits its Annual Report, or
until any dispute or action involving
the records and documents is com-
pleted, whichever is later.

(e) Availability of records. The FMS,
the Comptroller General, and a Federal
agency shall have the right of access to
all records for the purpose of verifying

interest calculations, clearance pat-
terns, direct cost claims, and the
State’s accounting for Federal funds.

(f) Records for reverse flow programs.
With respect to programs for which the
Federal Government makes payment
on behalf of a State, a Federal agency
shall maintain records supporting in-
terest calculations and clearance pat-
terns. A Federal agency shall retain
such records for 3 years from the date
the Federal agency submits its interest
calculations to a State, as set forth in
§ 205.15(e), or until any dispute or ac-
tion involving the records is com-
pleted, whichever is later. The FMS,
the Comptroller General, and a State
shall have the right of access to all
records for the purpose of verifying in-
terest calculations, clearance patterns,
and the Federal agency’s accounting
for State funds.

(g) State audits. A State’s implemen-
tation of this subpart is subject to
audit in accordance with chapter 75 of
title 31, United States Code, ‘‘Require-
ments for Single Audits.’’

(h) Federal agency compliance reviews.
A Federal agency’s implementation of
this subpart is subject to review pursu-
ant to procedural instructions issued
by the FMS.

(i) Reviewing Annual Reports. The
FMS will distribute Annual Reports to
Federal agencies, as set forth in
§ 205.15(f). Upon request by the FMS, a
Federal agency shall review a State’s
Annual Report for accuracy and rea-
sonableness and shall report its find-
ings to the FMS.

(j) Federal agency noncompliance. If a
Federal agency egregiously or repeat-
edly causes Federal interest liabilities
or fails to comply with this subpart,
the FMS may collect a charge from the
Federal agency in an amount the FMS
determines to be the cost to the gen-
eral fund of the Treasury caused by
such noncompliance, in accordance
with the following:

(1) The FMS will issue a Notice of As-
sessment to the Federal agency, indi-
cating the nature of the noncompli-
ance, the amount of the charge, the
manner in which it was calculated, and
the right to file an appeal.

(2) A charge for noncompliance, to
the maximum extent practicable, will
be paid out of appropriations available
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for the Federal agency’s operations and
will not be paid from amounts avail-
able for funding the programs of the
Federal agency.

(3) If a Federal agency does not pay a
charge for noncompliance within 45
days after receiving a Notice of Assess-
ment, the FMS will debit the appro-
priate Federal agency account.

(4) A Federal interest liability result-
ing from circumstances beyond the
control of a Federal agency does not
constitute noncompliance.

(k) State noncompliance. If a State
materially fails to comply with this
subpart, the FMS may take one or
more of the following actions, as appro-
priate in the circumstances:

(1) Request a Federal agency or the
General Accounting Office to conduct
an audit of the State to determine in-
terest owed to the Federal Govern-
ment, and implement procedures to re-
cover such interest; or

(2) Deny the reimbursement of all or
a part of the State’s direct cost claim;
or

(3) Take other remedies legally avail-
able.

(l) Failure to request funds. If a State
repeatedly or deliberately fails to re-
quest funds in accordance with the pro-
cedures established for its funding
techniques, as set forth in § 205.7 or in
a Treasury-State Agreement, the FMS
may deny the State payment or credit
for any resultant Federal interest li-
ability, notwithstanding any other pro-
vision of this part.

§ 205.18 Appeals and dispute resolu-
tion.

(a) Appeal by a Federal agency. A Fed-
eral agency may appeal any charge as-
sessed by the FMS for noncompliance
by submitting an appeal in writing to
the Assistant Commissioner, Federal
Finance (hereinafter Assistant Com-
missioner), of the FMS, within 45 days
of the date of the Notice of Assess-
ment. The appeal shall include a con-
cise factual statement of the condi-
tions leading to the Notice of Assess-
ment, the basis of the appeal, and the
action requested by the agency. In the
event of an appeal, the charge imposed
under the Notice of Assessment will be
deferred pending the results of the ap-
peal.

(1) Appeal review process. The Assist-
ant Commissioner will review the No-
tice of Assessment, any documentation
supporting the Notice, and the written
appeal from the agency. If based on
this review, the Assistant Commis-
sioner finds that additional informa-
tion is required, the Assistant Commis-
sioner may request to meet with the
agency, as well as other parties se-
lected by the Assistant Commissioner,
as part of the review process.

(2) Decision. The Assistant Commis-
sioner will issue a written decision
within 30 days of receipt of the appeal.
The Assistant Commissioner may uni-
laterally extend this period for an addi-
tional 30 days if required. The decision
of the Assistant Commissioner whether
to uphold the Notice of Assessment, to
overturn the Notice, or to mandate
some other action will be stated in the
written decision. Other actions man-
dated may include a reduced charge, a
deferral of the charge, an alternate so-
lution to cash management improve-
ment, or any combination thereof. The
basis of the decision, the amount of the
charge and the effective date of the
charge will be stated in the written de-
cision. The effective date of the charge
may be retroactive to the date indi-
cated in the Notice of Assessment.

(b) Resolution of disputes. If a dispute
arises from the implementation or ad-
ministration of this subpart, the fol-
lowing resolution mechanism is avail-
able:

(1) The aggrieved party may submit a
written appeal to the Assistant Com-
missioner. The aggrieved party shall
concurrently serve a copy of the writ-
ten appeal to the other concerned par-
ties.

(2) Within 30 days of the submission
of the written appeal, the aggrieved
party shall submit to the Assistant
Commissioner a written statement not
exceeding 15 pages, with supporting
documentation in appendices, that ar-
ticulates the dispute, the aggrieved
party’s position, and the relief sought.
The aggrieved party shall concurrently
serve its statement upon the other con-
cerned parties.

(3) Within 30 days of receipt of the
aggrieved party’s statement, the re-
sponding party may submit a response
statement not exceeding 15 pages, with
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