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STATE CASH FLOW UPDATE 

Legislative Advisory Commission – October 6, 2011 

WHY IS CASH FLOW A CONTINUING ISSUE? 

| Significant General Fund cash flow shortfalls have 
occurred in recent years 
y Disproportionate amount of spending in beginning of fiscal
 

year, disproportionate amount of revenue collected late in
 
fiscal year
 

y Result of many different decisions over last two decades on
 
taxation, spending
 

y Inter‐fund borrowing is used to smooth out GF cash shortfalls 

| Recent budget solutions have worsened imbalances 
y Use of reserves and other one‐time balances for budget
 

balancing
 

y Administrative actions, more active cash flow monitoring have 
become necessary 
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TOOLS USED TO MANAGE CASH FLOW UNDER 

CURRENT MMB  AUTHORITY 

| Inter‐fund  borrowing 
y Borrowing  from  available  balances  in  statutory  general  fund 

y Funds  paid  back  by  end  of  fiscal  year,  with  interest 
y Borrowing  from  state  trust  funds  (e.g.,  pensions)  or  

constitutionally  dedicated  funds  (e.g.,  Trunk  Highway  Fund)  
not  permitted 

| Administrative  actions 
y Delaying  certain  payments,  higher  education  systems,  tax  

refunds,  healthcare  providers 

| Short‐term  external  borrowing 
y Issuing  “certificates  of  indebtedness”  in  financial  markets  or  

securing  a  line  of  credit  through  a  bank  to  meet  cash  flow  
needs  within  the  biennium 

3

CASH FLOW SUMMARY 

• Line  of  credit  was  extended  in  June  for  potential  FY  
2012  cash  needs 

• Cash  balance  at  June  30,  2011  was  $792  million  above  
prior  year,  $233  million  above  forecast 

• School  aid  shift,  and  local  aid  and  human  services  cuts  
reduced  cash  FY  2012  outflows 

• Positive  monthly  balances  expected  thru  FY  2012,  but  
will  dip  below  $400  million  for  short  periods 

• Likelihood  of  accessing  line  of  credit  has  been  reduced  
for  FY  2012 
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FY  2011  YEAR‐END CASH POSITION IMPROVED 

COMPARED TO FY  2010 

ENDING CASH BALANCES 
At June 30 Year-end 
(dollars in millions) 

iscal F  Year Ending June 30 2010 $    2011  Change 

otal T  Invested Treasurer's Cash $       5,431 $     5,989 $     558 

tatutory S  General Fund $       2,428 $     3,220 $     792 

General Fund $           670 $     1,614 $     944 
Health Impact Fund 2 - (2) 
Special Revenue Fund 364 349 (15) 
Health Care Access Fund 288 29 (259) 
MNSCU General Fund 525 612 87 
All Other Funds 581 616 35 
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FY 2011 ENDED WITH A CASH BALANCE SLLIGHTLY 

HIGHER THAN PROJECTED 
($ IN THOUSANDS) 
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FY 2012 MONTHLY CASH LOW POINTS EXPECTED 

TO REMAIN POSITIVE 
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YEAR‐TO‐DATE DAILY CASH BALANCES REMAIN 

CLOSE TO FORECAST 
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CASH BALANCES ON OCTOBER 4, 2011 (7 AM) 
(DOLLARS IN MILLIONS) 

Total  Invested Inter-Fund 
Treasurers Cash $3,781 Borrowing 

Statutory General Fund 881 

General Fund 21 1,080 

Health Impact Fund 1 --

Special Rev. Fund 84 (530) 

Health Care Access 5 --

MNSCU 208 (550) 

All Other Funds 562 -0-

REVENUES AND PENDING BY ONTH 

DRIVE DAILY CASH POSITIONS 

| Significant disparities in timing of revenues and 
expenditures result in cash shortfalls during the year 

FY2011 General Fund Revenues/Spending By Month 
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K‐12 PAYMENTS ARE A SIGNIFICANT DRIVER OF 

NEGATIVE CASH BALANCES EARLY IN THE YEAR 

K‐12 Payments to School Districts by Month 
1,400,000 
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MONTHLY NET CASH IN/OUT HIGHLIGHTS DISPARITY 

DURING THE YEAR 

| During July‐October and March‐April periods monthly 
spending significantly exceeds receipts 

FY 2011 ‐ General Fund Monthly Net Cash In/Out 
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CURRENT CASH FLOW OUTLOOK 

| Year‐to‐date balances remain close to end‐of‐session 
estimates 

| Use of past cash management administrative options not 
currently anticipated 
y Delaying sales & corporate tax refunds 
y Delaying payments to University of Minnesota 

y Human Services provider payment delays 

| Monitoring daily balances for significant variances 
| Revised cash flow projections will be prepared based on 
November forecast 

| Line of credit access likely not necessary for October low‐
points; March‐April next significant decision point 

13 

LINE OF CREDIT 

|An arrangement between a financial institution (U.S. 
Bank) and a customer (the State) that establishes a 
maximum loan balance that the bank will permit the 
borrower to maintain. The State can, with notice, 
draw on the line of credit at any time as long as we 
do not exceed the maximum set in the agreement 

| Line of credit can also be paid off at any time with 
notice to US Bank. 
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LINE OF CREDIT 

|Extended for FY2012 (as allowed in the prior
LOC agreement) in the same dollar amount
($600 million) and similar terms 

| In order to access the line of credit 
y Present to LAC 
y Show a cash flow deficit 
y Within 24 hours 

|Cost 
y FY2011 ‐ $1,807,192 (line was only in place for 9.25
 
months)
 

y FY2012 ‐ $2,068,500 
y More if the line of credit is accessed 

15 
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