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March 3, 2009
Re:

Accounting for the American Recovery and Reinvestment Act (ARRA) Funds
This memorandum contains initial guidance to state agencies and entities responsible for implementing programs and activities enacted in and funded by the American Recovery and Reinvestment Act (“ARRA”) of 2009.  Please share this memorandum with all personnel within your organization who will be involved in these matters, including agency leaders, program directors, chief financial officers and fiscal staff.  

Governor Daniels is committed to spending ARRA funds in a way that maximize the benefit to Hoosiers by allocating the funds in a manner that creates jobs immediately, and invests in permanent assets that will remain well past the two years covered by the ARRA.  Moreover, Governor Daniels has tasked the Office of Management and Budget (OMB) with ensuring that Hoosier tax dollars are spent as efficiently and effectively as possible.  As a result, the OMB has created a task force consisting of relevant state agencies with the objective to exceed the levels of transparency and accountability established by the ARRA.  The task force consists of the following agencies:

· Auditor of State

· Government Efficiency and Financial Planning (OMB)

· Indiana Department of Administration

· Office of Inspector General

· State Board of Accounts (OMB)

· State Budget Agency (OMB)

· Treasurer of State

The task force is already operational and the contents of this memorandum reflect its collective work product.  The task force will assist and provide guidance to state agencies so that they can adequately prepare for the swift and massive infusion of federal funds, and plan for the numerous requirements established by the ARRA, the federal OMB, and federal agencies.  Initial guidance from the federal OMB outlines five accountability objectives:

1) Funds are awarded and distributed in a prompt, fair, and reasonable manner;

2) The recipients and uses of all funds are transparent to the public, and the public benefits of these funds are reported clearly, accurately, and in a timely manner;

3) Funds are used for authorized purposes and instances of fraud, waste, error, and abuse are mitigated; 

4) Projects funded under the ARRA avoid unnecessary delays and cost overruns; and

5) Program goals are achieved, including specific program outcomes and improved results on broader economic indicators.

This memorandum and frequently asked questions outlined below attempt to provide as much detail as possible on how state agencies will meet, and surpass, the requirements outlined above.  Due to the lack of guidance provided by the federal government to date, this memorandum can only provide guidance based upon information available at present.  Additional guidance providing further detail and covering a wider range of items will be made available in subsequent communications at a future date.  
State agencies should monitor the State of Indiana website (www.INvest.in.gov) and the federal website (www.recovery.gov) in addition to the websites of their respective federal agencies for up-to-date information regarding the ARRA.

State agencies are responsible for communicating with their respective federal agencies to ensure they remain in compliance with all requirements of the ARRA.  If your agency receives guidance from a federal agency that contradicts or differs from guidance provided within this memorandum, or from the Indiana OMB more broadly, please contact your organization’s OMB counterparts within the Government Efficiency and Financial Planning (GEFP) division and the State Budget Agency (SBA).  Please contact Cris Johnston of GEFP at (317) 234-3839 or Adam Horst of SBA at (317) 233-5707 with any questions.
All exceptions to this guidance must be granted in writing by the OMB.
1) What do I need to do to start obligating and spending ARRA funds?

· Agencies must first submit their spending plan to the Committee being chaired by Lieutenant Governor Skillman, along with representatives from the Governor’s Office, Office of Management and Budget, and Indiana Economic Development Corporation.
· There is not a mandatory template for spending plans, but all spending plans must contain the following information:

· Name of program
· Contact person within agency
· Estimated Dollar Amount
· Existing/New Program?
· Funding Method: Formula/Competitive Grant/Other
· Proposed Uses of Funds
· Identification of Program Partners (sub-grantees, contractors, etc.) itemized with estimate of funding level
· Need for Procurement of good and/or services (requires completion of Procurement Form)
· Need for approval from other agencies (ex. Permits)
· Estimate of jobs created/saved (#, type, duration, etc.) or other economic impact
· Key dates or deadlines including but not limited to:
· Certifications or applications to federal counterparts
· Award or obligation by federal counterpart
· Receipt of funds from federal counterpart
· Expenditure by state program
· Project completion or termination
· Any other relevant details, special considerations, etc.
· Spending plans should only include details on ARRA funds (i.e., they should not commingle ARRA and non-ARRA funds).

· Spending plans must be approved by this Committee prior to any obligations of funds being made.

· Copies of approved spending plans must be sent to your organization’s OMB counterparts within the GEFP division and the State Budget Agency (SBA).

2) Will the ARRA funds be treated in a similar manner as other federal funds?  That is, will they be deposited in a “6000” fund as non-reverting (control 6) fund centers?

· No.  The State has created a new Fund (8000) that will be used for all receipts and disbursements related to ARRA funds.  

· Each line item appropriation in the ARRA will have a separate fund center in the new fund.

· No exemptions from Fund Checking in the Auditor of State’s GEAC General Ledger or from Budget Checking in PeopleSoft will be created.

· Each line item will have appropriations set up as reverting (control 3) fund centers.  Consequently, the deposit of revenue will not increase the appropriation or allotment balance as with current federal fund centers.

· However, unlike normal reverting fund centers, the available balance remaining at the end of the State’s fiscal year on June 30th will continue to be available in the next fiscal year.  

3) How do I create a new fund center?

· An initial batch of fund centers is being created based upon the OMB’s analysis of appropriations in the ARRA.  Please review the attached spreadsheet which details these appropriations, and contact your organization’s OMB counterparts within the GEFP division and the SBA if changes are needed.

· Additional fund centers will be created on an as-needed basis.  Requests should be submitted to your organization’s OMB counterparts within the GEFP division and the SBA.

· Special note: New fund centers will NOT be created without documentation from your agency of receipt of an award, whether it be a competitive grant or an appropriation.

4) If I have an approved spending plan and a fund center in the ARRA fund (8000), can I obligate and spend funds?

· Yes, but you must first contact your organization’s budget analyst who will allot funds as needed.  Funds will NOT be allotted without an approved spending plan.
· The State Budget Agency will only allot funds that are consistent with the approved spending plan.  The spending plan should contain sufficient detail such that the analyst can reasonably expect to know the general timing of allotments.  The State Budget Agency will NOT allot all of the funds included in the ARRA at the outset.

5) Can I spend ARRA funds from an existing federal fund center?
· No, all expenditures should be made from your newly created fund centers (8000/XXXXXX).  This will ensure that expenditures related to the ARRA are accurately captured, are not commingled with expenditures from non-ARRA funds, and provide the transparency required by the Act.

· In many instances, the ARRA appropriates more money to an already existing federal program.  It is vitally important that agencies not commingle funds.  For instance, the FFY 2009 Byrne/JAG grant should be spent from 3680/XXXXXX, whereas the ARRA Byrne/JAG grant should be spent from 8000/XXXXXX.  
· If an agency mistakenly spends ARRA funds from an existing federal fund center, please contact your budget analyst immediately to ensure these funds are accounted for properly.
6) What do I need to do to draw down ARRA funds?
· Prior to seeking federal reimbursement for ARRA funds, each agency/program must submit the Report of Collections to their respective budget analyst.  The budget analyst will compare this information against the agency spending plan, and will then submit this information to the Treasurer of State’s office upon approval.

· The Treasurer of State will NOT process any Reports of Collections for ARRA funds without an authorized signature by the respective budget analyst, assistant director, or deputy director within the State Budget Agency.

· All ARRA funds shall be deposited under the applicable center in fund “8000” in the newly created revenue object (440800 and 440801) entitled “2009 ARRA Federal Revenue”.  ARRA funds must be drawn separately from other federal funds to allow for proper tracking.  The State Budget Agency will not sign-off on the Report of Collections if ARRA and non-ARRA funds are commingled.
· Special Note: Please note that all federal draws (i.e., Reports of Collections) completed on the same day are automatically commingled.  Agencies should draw their ARRA and non-ARRA federal funds on different days, so the funds will not be commingled.  

· If an agency mistakenly draws down ARRA and non-ARRA funds simultaneously, please contact your budget analyst immediately.  The appropriate corrective action is to place the ARRA funds in the 8000 fund and the other funds in the appropriate fund center, with the total draw amount at the bottom of the Report of Collections.
· Special Note: ARRA funds received prior to this guidance must be moved to the new ARRA fund.  If this has occurred, please contact your budget analyst for assistance in having these funds moved to a correct 8000 fund center.
7) What should I do if the ARRA funds are made available to my agency in the form of a grant, rather than on a reimbursement basis?

· In order to draw down the ARRA funds, you must provide your budget analyst with evidence of an approved spending plan, an ARRA fund center (8000/XXXXXX), and provide a copy of the signed grant agreement or federal award document.
· Consistent with the guidance above, your budget analyst will only allot funds as they are needed.  

8) Will the treatment of ARRA funds change after the ENCOMPASS implementation?
· No.  The treatment of ARRA funds will remain unchanged after the State of Indiana goes live with PeopleSoft.
9) Are Cash Management Improvement Act (CMIA) requirements going to be waived as part of the ARRA, or will this vary from agency to agency, grant to grant?

· It is unknown at this time if CMIA requirements will be waived, partially or completely.  State agencies should communicate with their respective federal agencies to determine if CMIA requirements apply.  The OMB will provide more guidance on this subject when the federal government provides direction.
10) What are the reporting requirements for ARRA funds?
· According to Section 1512 of the ARRA, each recipient is required to report to the federal agency providing the award 10 days after the end of each calendar quarter, starting on July 10, 2009.  

· Reports must include the following data elements:

· The total amount of funds received from that agency;

· The amount of funds received that were obligated and expended to projects or activities.  The report must also include unobligated allotment balances to facilitate reconciliations;

· A detailed list of all projects or activities for which funds were obligated or expended, including--

· The name of the project or activity;

· A description of the project or activity;

· An evaluation of the completion status of the project or activity;

· An estimate of the number of jobs created and the number of jobs retained by the project or activity; and

· For infrastructure investments made by state and local governments, the purpose, total cost, and rationale of the agency for funding the infrastructure investment with funds made available under this Act, and name of the person to contact at the agency if there are concerns with the infrastructure investment.

· Detailed information on any subcontracts or subgrants awarded by the recipient to include the data elements required to comply with the Federal Funding Accountability and Transparency Act of 2006 (P.L. 109-282), allowing aggregate reporting on awards below $25,000 or to individuals, as prescribed by the Director of OMB.

· State agencies are responsible for compiling all of the above information in an accurate and timely fashion.  Further guidance on the formatting of reports will be forthcoming.
· All reports submitted to federal agencies must be reviewed and approved by the respective state agency head.
· Prior to submission, state agencies must provide this information to their counterparts within the GEFP division (OMB) for review and approval.  This information must be submitted no later than 7 days after the end of the calendar quarter.
· All reports submitted to federal agencies will be posted to the INvest.in.gov website by the Office of Management and Budget.

11) What documentation should my agency keep as it relates to the ARRA?

· State agencies and entities are encouraged to keep documentation of all communications – including phone, email, and written (paper) – related to the ARRA.  Documentation should be maintained whether the communication was initiated by the federal agency or the state agency.

· State agencies and entities are encouraged to submit questions to their federal counterparts in writing if they have any questions about aspects of the ARRA.  

12) Will I be audited by the State Board of Accounts and/or the federal government?
· State agencies should expect to be audited by both the state and the federal government.

· The State of Indiana will not wait for the federal government to audit expenditures to ensure that waste, fraud, and abuse are mitigated.  Instead, the State Board of Accounts will be developing a plan in the near future to ensure the State’s review of ARRA expenditures surpasses the audit requirements created by the federal government.  

· State agencies should expect audits to be done on a more frequent basis than is the typical case.

· State agencies shall comply in a timely fashion with all requests from the State Board of Accounts for information related to the ARRA. 

· State agencies with an internal audit function would be well advised to develop a proactive audit plan that focuses upon risk management.
13) Are there special rules or guidelines with respect to the procurement of goods and/or professional services?

· It is of the utmost importance that agencies use competitive procurement methods for ARRA funds.  Special procurements will be approved by IDOA in extremely limited circumstances, and may be forbidden by the federal government.  These procurements will increase the likelihood of being audited.  Recipients must be aware that federal and state laws can be in conflict.  For example, the state may not require that certain professional service contracts be bid whereas the federal rules may require a competitive process.
· All grants and contracts involving ARRA funds will still require signature of the Indiana Department of Administration, State Budget Agency, and the Office of Attorney General.  These grants and contracts should explicitly state that they involve the use of ARRA funds.
· The State Budget Agency will not sign grants or contracts that are inconsistent with the approved spending plan.  
· The State of Indiana has made significant progress in recent years of incorporating performance measures and expectations in grant agreements and contracts.  Grants and contracts using ARRA funds should be no different.  Contracts should be negotiated to provide clear deliverables with performance indicators that are measurable, time bound, and results oriented.  
· State agencies are advised to incorporate reporting requirements for subgrantees that mirror those required by the ARRA.  This will expedite the data collection effort by ensuring that subgrantees are collecting this information at the outset and have a clear understanding of what will be expected of them.  
· The Department of Administration will be circulating standard contract language that should be utilized in all ARRA grants and contracts.
14) What responsibilities does my agency have with respect to subrecipients?

· State agencies must notify subrecipients of the source of funding and related compliance issues.  Subrecipients must also be informed of the need to collect, prepare, and maintain adequate documentation, so they can report necessary information to state agencies to allow for timely reporting to the federal government.  

· State agencies are advised to consider hosting regional workshops, where appropriate, to provide education on grant management issues.  Your organization’s OMB counterparts within the GEFP division and the SBA are willing to participate in these workshops upon request.

15) What should I do if I would like to request an exception to any of the guidance provided in this memorandum?

· All requests for exceptions must be made in writing to your organization’s OMB counterparts within the GEFP division and the SBA.  The requests should identify specifically what exception(s) are being requested, why an exception is warranted, and whom OMB can contact if there are further questions.  

· Only exceptions granted in writing by OMB shall be considered approved.
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