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ARRA Internal Controls Guidance
The Comptroller has convened a Control and Compliance Best Practices Working Group.   This group consists of CFO’s and Internal Control Officers in a number of departments managing federal funds, representatives of this office and the compliance team at ANF’s ARRA Program Management Office. The purpose of this group is to identify tools that may be helpful to departments in the areas of compliance and oversight of federal funds by leveraging existing best practices.

The Commonwealth has issued guidelines which specifically state that Internal Controls apply to ARRA funds.  Department management must ensure that ARRA guidance from oversight agencies is distributed throughout the department.  
Each department has a system of internal controls consisting of an Internal Control Plan that summarizes objectives, risks, controls, and a detailed set of control activities that mitigate risk.  Each component of the internal control system must be updated to include coverage of ARRA funds. 
Two of the key components of internal controls that auditors will be examining closely are internal control environment and risk assessment.  In Addendum 1 to the 2009 OMB A-133 Compliance Supplement (Section 6, Internal Control) it states that when reviewing an entity’s internal controls “… the auditor should consider the entity’s internal control environment and internal control established to address the risks arising from ARRA funding (e.g., risks due to rapid growth of a program, new and/or increased activities under a program, changes in the regulatory environment, or new personnel).”
Purpose:

This document provides departments with examples of updates to internal control plans and control activities relating to ARRA business.

The following is an example of how an Internal Control Plan might address the objectives and risks of handling ARRA funds:

Note: A department may have additional objectives/risks depending on the specific federal awards they receive or on their unique organizational circumstances.
GOAL: To comply with all regulations, and performance and reporting requirements, concerning the American Recovery and Reinvestment Act (ARRA).  

OBJECTIVE 1: Assess department capacity to handle the expected volume of ARRA awards and the corresponding performance and reporting requirements.
RISK: Department’s ability to comply with ARRA is limited, impacting the effectiveness of the spending plan.  
Control 1:  Identify staff resources that can be assigned to ARRA.
Control 2:  Review internal ability to monitor ARRA activity – both the department’s own spending and that of sub-recipients and vendors.
CONTROL 3: Identify external factors that can impede the ability to comply.
OBJECTIVE 2: Ensure that all employees are aware of ARRA requirements.  The expectation is that all employees involved with federal stimulus funds will support and comply with the ARRA requirements.
RISK: Lack of knowledge can result in non-compliance with ARRA, leading to audit findings which could jeopardize ARRA funding.

Control 1:  All ARRA guidance and directives issued by any Commonwealth oversight or federal agency are distributed throughout the department as they become available, and are reviewed with appropriate personnel – as is done with other communications per Department Key Contact Responsibilities.

Control 2:  The department’s management staff attends the weekly conference calls sponsored by the Comptroller’s Office for updates on implementation issues and coding requirements.

Control 3:  Department staff has been instructed to regularly check Commonwealth (Mass.gov and Comptroller) and federal (Office of Management and Budget, General Accounting Office and federal awarding agencies) web sites for updates and guidance.
OBJECTIVE 3: Ensure that ARRA awards and expenditure activities are accounted for and reported separately from other federal activities.  

RISK:  Accounting for ARRA funds separately is a major objective of the Act in order to provide transparency and accountability.  Including ARRA fund activities in reports with activities of other federal funds could result in an audit finding that jeopardizes ARRA funding.
Control 1: Numerous controls currently exist within MMARS to develop separate accounting and reporting for ARRA funds. Given the familiarity of XYZ Department personnel with MMARS, there is a reasonable expectation that ARRA fund accounting, integrated with MMARS, can be monitored closely and separation can be maintained.
Control 2: The CFO and Internal Control Officer will work closely with the Comptroller’s Office as accounting and reporting processes continue to evolve.  Controls will also be developed internally, with guidance from the Comptroller’s Office and other regulatory agencies, as the ARRA funding and reporting process develops.  

Departments should have policies and procedures that reflect proper internal controls in the following areas, as well as for any other areas specified by a federal agency for the award received.  Departments can also refer to the ARRA Compliance Considerations Overview. 

· Award notification

· Proper coding of award receipts, encumbrances and expenditures

· Documentation of performance goals, measurements and levels of success
· Reporting on expenditures, jobs, sub-recipients, vendors, project status, etc.
· Adhering to Terms and Conditions Form

· Monitoring and follow up with sub-recipients

· Davis Bacon Act – prevailing wage

· Buy American Act

· Monitoring eligibility for sub-awards
· DUNS number requirement

· Communication w/ vendors

· Verification of the use of funds by department, sub-recipients and vendors
· Records management

· Mitigation of fraud, waste and abuse

· Other procedures as specified by awarding agency
The following are examples of specific control activities a department might add to its internal controls and procedures:

1. Control Objective: Document decision-making on ARRA spending.

Control Activity:  

· Develop “Spending Proposal”, with justification narratives, priority list and intended use
· Document the disbursement plan including cash flow and fiscal accountability
· Determine performance goals and how they will be measured so that “Levels of Success” can be reported accurately and timely

2. Control Objective:  To meet the 120 day “use it or lose it” ARRA requirement.
Control Activity:  Establish a task force to focus on:

· Project readiness

· Project eligibility under ARRA specifications

· Regional equity

3. Control Objective: To ensure an efficient procurement and contracting process that supports timely project initiation.*
Control Activities:  

· Post contract opportunities per Commonwealth Guidance
· Add special provisions for contracts stating ARRA compliance requirements
Sample: ARRA Contract Attachment
· Employ alternate contracting methods in accordance with legislation
4. Control Objective: To ensure sub-recipient compliance with award responsibilities.

Control Activities:  

· Add ARRA reporting and project responsibilities to all contracts and ISAs
· Determine the frequency and scope for monitoring programmatic and spending  activities of each sub-recipient, to include regular contact with the sub-recipient 

·  Keep detailed records of communications regarding performance of sub-recipients

· Follow-up on other audits and findings of sub-recipients
· Communicate MA Stimulus Law  posting requirements for ARRA funded positions (Section 40), as well as apprenticeship requirements for certain ARRA-funded projects over $1M (Section 33)
5. Control Objective: To ensure proper segregation of ARRA funds.

Control Activities:

· Establish separate ARRA appropriations according to ANF/CTR protocol
· When ARRA funds supplement other federal award dollars on existing contracts:

· add separate scope and budget for ARRA funds

· if paying the same invoice with both funds types, ensure encumbrances and payments have separate lines to distinguish the sources of funds 
6. Control Objective: To maintain separate documentation of ARRA awards and activities.
Control Activities:

· Maintain separate files for ARRA awards, correspondence and compliance guidance

· All ARRA related e-mails will be filed in ARRA sub-folders.
* Other contract policies for reference:
Fixed Asset Acquisition Policy


Bill Payment



State Finance Law and General Contract Requirements



State Grants and Federal Sub-Grants
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