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Most Americans associate the American
Recovery and Reinvestment Act of 2009
(ARRA) with our country’s economic crisis,
$787 billion dollars, and the term
“transparency.” For Americans that are ALSO
Research Administrators, you likely associate
ARRA with working late to meet ARRA
reporting deadlines, pondering what it means
to report “jobs created,” and fretting about
whether your principal investigators are
spending their ARRA awards timely. As if
these worries were not enough, it is also likely
that you will be receiving special attention
from various auditors if you have not already.
Over the past year, we have picked up on
some audit themes through our experiences
in working closely with internal audit
departments, external auditors, and funding
agencies. Our goal is to help you to be ready
when your time comes. 

The Focus for 
Internal Auditors 
Internal audit departments at many
institutions have been and will continue to
audit ARRA-funded grant activity. Internal
auditors often focus their efforts on areas of
high risk, including programs that are new
and different for an institution or have
complex compliance requirements. ARRA
grants meet both of these criteria. Internal
auditors help to protect their institutions by
identifying needed improvements in the
infrastructure and controls around critical
business processes. So, when internal auditors
come knocking, what will they likely want to
see? You can anticipate that your internal
auditors may employ these types of
procedures:

• Examine the systems and processes for
tracking, managing, and reporting on
ARRA grants. Your internal auditors will
identify each additional requirement of
ARRA and assess how your systems and
processes have been updated to satisfy
these requirements. For example, internal
auditors may assess whether your financial

system is providing timely, up-to-date
information for quarterly ARRA reporting.

• Review subawards. Subrecipients of your
ARRA grant funding are responsible for
following the same regulations that you are.
One way that this is enforced is by including
these clauses in your subaward agreements.
In addition to reviewing the actual subaward
documentation, internal auditors may
interview researchers at your institution
and/or subrecipient personnel to evaluate
their understanding of the subrecipient’s
suitability to receive ARRA funding.

• Select a sample of ARRA reports and test
for accuracy of the data presented. This
testing could include interviewing the
researchers to understand what proportion
of their ARRA-funded work has been
completed and comparing that information
to the proportion of funds reported as
expended, reviewing financial reports for
reasonableness and comparing reported
amounts to supporting documentation for
expenses incurred, and reviewing Human
Resources records to assess whether jobs
funded by ARRA were reported correctly.

• Compare committed versus actual effort
on ARRA grants. Your internal auditors
may recognize that researchers who
received one or more ARRA grants may be
spread too thin and unable to provide the
level of effort promised to each sponsor.
Internal audit may review the effort reports
of these researchers, including interviewing
the researchers and their administrators, to
understand how the researchers balance
their priorities to provide an appropriate
level of support for both ARRA and non-
ARRA grants.

• Test cost transfers moved onto ARRA
grants for cost allowability and timing of
the expenses. Your internal auditors may be
concerned that researchers will attempt to
move costs onto grants in an effort to spend
down funds within the limited time period
covered by the ARRA funding.

The Focus for 
External Auditors
Of course, it’s not just your internal auditors
who are taking an interest in ARRA grants.
Your financial statement auditors who
perform Office of Management and Budget
Circular No. A-133 audits, “Audits of States,
Local Governments, and Non-Profit
Organizations” (A-133), will also focus on
these grants. A-133 auditors are considering
ARRA-funded awards as high-risk, so bear
in mind that awards that would not typically
get the auditors’ attention are finding their
way into the audit program because they are
ARRA-funded. In addition to their normal
testing procedures, your A-133 auditors may
perform the following:

• Review policies and procedures
regarding ARRA grants, and hold
interviews with research administration
personnel, to gain a background of the
controls and procedures your institution has
in place to effectively manage ARRA
awards.

• Understand how ARRA funds are
separately tracked in your accounting
systems. ARRA funds must be reported
separately from other sponsored funding. In
general, your external auditors will expect to
see a separate field designating a grant as
ARRA-funded, or another clear and
consistent way to track these funds. It is
essential that an institution can track ARRA
awards separately and that the awards are
not “rolled up” into other reporting
numbers.

• Test a sample of costs charged to ARRA
grants for allowability. In addition to
testing for traditionally unallowable costs
per the applicable cost principles, your
auditors will also be verifying that ARRA
funds were not used for specifically
unallowable activities that are outlined in
the legislation, such as the building of zoos
or golf courses. (Likely your institution will
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not be receiving funds to build zoos or golf
courses, but we felt that we should include
a reference to cover our bases!)  

• Review a sample of reports for
completeness, accuracy, and timeliness.
Specifically, your auditors will want to see
that your ARRA reports included all data
through the end of the quarter, were
submitted timely, and accurately and
reasonably reflected funds expended and
jobs reported. They will likely want to review
supporting documentation for many of the
numbers reported.

• Review a sample of ARRA grants to test
whether subawards were awarded to any
suspended or debarred individuals or
organizations. Also, auditors will want to
see that your institution has a policy and
process in place that addresses the
identification and treatment of suspended
and debarred individuals and organizations. 

• Review a sample of subrecipient award
documents for correct flowdown
language. The auditors may also review
certain communications between your
institution and subrecipients.

The Focus for Offices of 
Inspectors General
Many of the Offices of the Inspectors General
(OIG) for the funding agencies plan to focus
heavily on ARRA grants this year. Due to
pressures from both Congress and the public
for institutions to be good stewards of ARRA
money, the OIG will be looking in depth at
these grants. In fact, we have learned that
OIGs are dedicating more resources to audit
ARRA awards and that many OIGs are
putting their most experienced auditors on
ARRA audits.

So, what specifically will the OIG be looking for?

• Some frequent issues that major
agencies have seen during reporting
should be relatively easy to fix, so be sure to
address these issues. Don’t let the OIG
catch you on something simple!

• Wrong award number or date

• Wrong agency code

• Submission issues (e.g., no DUNS 
registered)

• Duplicate entries in the report fields 

• The OIG may compare the number of
jobs funded to the amount of funds
expended. There have been reports that the
OIG has developed a rule of thumb formula
for estimating how many jobs should be
funded by a certain number of dollars. If
you’re not within that threshold, they may
ask for more support or perform additional
audit testing.

• The OIG may perform budgeted to
actual expenditure analyses to assess
whether funds expended are aligned with
the work performed. 

And Finally, How Can 
You Stay Out of Trouble?
Of course, no one wants to be cited for
noncompliance with ARRA requirements,
whether it is by your internal audit group, your
A-133 audit team, or the OIG. So how can you
stay compliant with the myriad of reporting
and spend-down requirements? There are
certain ongoing and proactive activities that
you can undertake to stay on top of ARRA
requirements:

• Work with your internal audit department
to identify issues. You’d rather have an
internal group find your problems first,
right?  

• If you find significant issues, consider
correcting the error in your filed report, if
possible. Depending on the error in
question, many schools are choosing not to
make changes retroactively, but working
with the funding agencies to incorporate
that information going forward.

• Designate a single accountable person for
ARRA compliance. This individual should
assist the involved individuals to divide and
conquer the various responsibilities required
by ARRA.

• Bring researchers into the equation,
especially if someone other than the
researchers is providing the information for
ARRA reporting. If the OIG interviews the
researcher, you want to be sure that what
was reported by the institution is consistent
with the researcher’s perspective.

• Remain abreast of audits being performed
and areas being reviewed. As relatively little
auditing has been done in this area to date,
there is still uncertainty as to the auditors’
specific activities. Monitor list serves and
keep lines of communication with your
peers open.

• Refer to OIG audit reports of other
institutions to gain insight into the focus of
OIG audits. OIGs publish completed audit
reports on their websites. 

• Keep up with your professional assoc -
iations! In addition to the National Council
of University Research Admin istrators’
website and publications, the Council on
Governmental Relations is an excellent
resource to learn more about ARRA. 

• Stay in the know about upcoming changes.
Will there be no-cost extensions? Is more
money coming? Hold regular discussions
with your governmental relations office.

• Don’t be afraid to reach out to the funding
agencies for questions on reporting and
program requirements. ARRA is new to
them, too, and they are expecting your call!

We would like express our gratitude to Rick
Moyer, Associate Vice President of Internal
Audit and Institutional Compliance for
Stanford University and the Stanford
University Medical Center, and Hilary
Connolly, Senior Associate Director of Internal
Audit for Stanford University, for contributing
to this article.
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