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This is the first edition of the American Recovery and Reinvestment Act (ARRA) of 2009 Newsletter.  It is a joint newsletter from numerous agencies, including the Office of State Finance, Office of the State Treasurer, and Office of the State Auditor and Inspector pertaining to important information about the ARRA.
The ARRA Newsletter will be posted to the Office of State Finance’s website until further notice.  The web address is www.ok.gov/OSF.
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American Recovery and Reinvestment Act (ARRA) of 2009
President Barack Obama signed the nearly 1,100-page American Reinvestment and Recovery Act of 2009 (ARRA) on February 17, providing significant funding to state governments.  This Act calls for more than $500 billion in federal funds that will be distributed to state and local governments, but also requires increased “Accountability and Transparency”.  The State of Oklahoma will now have an unprecedented level of data collection and reporting.  Further, most of this reporting will be posted on federal websites.

Quarterly Reporting to Federal Agencies

States must develop, implement, and begin using expanded reporting processes and procedures in the coming weeks.  Starting 10 days after the end of each calendar quarter and beginning on July 10, prime recipients will be required to provide extensive reporting on ARRA funds. The reporting is required only of prime recipients (State of Oklahoma), but also includes reporting by the prime recipient of sub-awards. For example, state agencies that receive direct funding from a federal agency and then award part of the money to a municipality would be required to report on both the funds that flow directly to the state and also on the funds it has awarded to the municipality, its contractors and any sub-contractors.
The guidance further provides that reporting is required only for discretionary appropriations and does not apply to mandatory or entitlement programs unless specifically required by OMB.  These existing mandatory or entitlement programs that receive additional funds under ARRA will need to be tracked in order to provide for probable separate ARRA reporting requirements along with the normal reporting requirements for those programs.

The current guidance does not provide how a prime recipient is to report the data but it is expected to be a centralized reporting process at the state level.  Also, it does state that the reporting must include the following elements in addition to those elements prescribed by the Federal Funding Accountability and Transparency Act (FFATA):
Total amounts of recovery funds.
Amounts obligated or expended to projects and activities including unobligated allotment balances.
A detailed list of projects and activities to include:

· name of project or activity, 
· description of project or activity,
· an evaluation of the completion status of the project or activity, 
· an estimate of jobs created or retained as a result of the project or activity,

and for infrastructure investments made by the state:

· the purpose

· total cost
· rationale for funding the infrastructure investment and 
· the name of agency contact.
The FFATA elements for subcontracts or sub-grants awarded by the prime recipient include:
· The name of the entity receiving the award.
· The amount of the award.
Information on the award, including transaction type, funding agency, the North American Industry Classification System code or Catalog of Federal Domestic Assistance number (where applicable), program source, and an award title description of the purpose of each funded action.
The location of the entity receiving the award and the primary location of performance under the award, including the city, state, congressional district, and country.
A unique identifier of the entity receiving the award and of the parent entity of the recipient, should the entity be owned by another entity (FEI or TIN).
Any other relevant information specified by the Office of Management and Budget.

Other Tracking, Monitoring and Reporting

The act also requires performance data such as the number of jobs a particular funding stream creates or maintains. Further, as part of the stringent accountability provisions, the act establishes a Recovery Transparency and Accountability Board charged with oversight of recovery dollars.  This responsibility includes making sure that funds are awarded and distributed in a prompt, fair, and reasonable manner; uses of the funds are transparent and the uses are reported clearly, accurately and timely; fraud, waste and abuse of funds are minimized; funds are managed to avoid delays and cost overruns; and program goals are achieved and measured.  Many questions, including those related to performance data, require more specific guidance that will be release later.

To ensure that the federal funds are used for the purposes under the ARRA, it contains a provision for a new federal agency, the Recovery Accountability and Transparency Board with an $84 million budget and authority to coordinate over oversight federal agencies.  In addition, the Office of the Inspector General (OIG) will receive $250 million and the Government Accountability Office (GAO) will receive $25 million in new appropriations to conduct reviews of state and local government spending of ARRA funds.  It is clear that there will be a very high level of scrutiny from a variety of federal oversight agencies.

States will have much greater administrative burdens under ARRA because all ARRA funds must be separately accounted for and reported from regular funding sources.  States must take this increased administrative burden into account when analyzing the opportunities and utilization of the available ARRA funds, and addressing the enhanced reporting requirements.

The cost of this additional administrative expense may not be fully covered through the ARRA funding.  Each section of the law addresses administrative expenses in its own way.

The ARRA requires that all contracts that are not fixed priced or were not awarded through competitive bid must be posted in a separate section of the federal website.  State agencies may need to begin developing procurement documents such as RFPs and evaluation criteria, evaluating proposals, and negotiating with selected vendors.

For infrastructure investments, the State of Oklahoma will have to certify that theses investments have had extensive review and examination and the Governor is charged with the responsibility that the infrastructure investment is an appropriate use of taxpayer dollars.  

The level of documentation to meet these assurances is unprecedented.  Documenting expenditures will begin with new ARRA-specific account codes that will be assigned by Federal agencies and will continue through the next two years as monthly, quarterly, and annual reports are generated by state agencies for the different programs.

In some cases, Federal agencies may reasonably adjust applicable limits on administrative expenditures for Federal awards to help award recipients defray the costs of data collection requirements initiated pursuant to the ARRA.  If this does apply, state agencies will need to carefully document their administrative costs related to ARRA and be able to successfully negotiate the their cognizant federal agencies.

While OSF is working to develop a centralized reporting system, each agency should begin planning how it will capture the required data.
New Class Funding to be Established for ARRA Receipts

Class Funding 49000 will be set up for agencies receiving funds from the American Recovery and Reinvestment Act of 2009.  Due to the increased tracking and reporting required for the recovery funds, all proceeds from the Federal government or received as passthrough money from another agency must be deposited into Class Funding 49000.

When your agency has determined that it will be receiving ARRA money, contact Dan Thomason at OSF to have the new class funding established.  Agencies will then need to establish a budget for the additional revenue before distributions can be processed.

ARRA Revenue Account Codes

New revenue account codes have been established to enable tracking and reporting of money received as a part of the American Recovery and Reinvestment Act of 2009.  All receipts attributable to the act must use one of the following revenue accounts.  If you have questions, please contact Jennie Pratt at OSF.
Account 455701 – ARRA Grants-In-Aid

· Receipt of Federal grant money attributed to the American Recovery and Reinvestment Act of 2009 for mandatory or entitlement programs.
Account 455702 – ARRA Federal Discretionary Grants
· Receipt of Federal grant money attributed to the American Recovery and Reinvestment Act of 2009 that is subject to new quarterly reporting requirements.
Account 455703 – ARRA Interagency Receipts

· Receipt of money from other governmental entity or agencies designated as passthrough money from the American Recovery and Reinvestment Act of 2009.

Budget and American Recovery and Reinvestment Act Funds

If your agency plans to spend ARRA funds in FY-2009, remember that your agency will need to revise the FY-2009 budgets accordingly.  Please review your current budget limits to verify that they are sufficient to budget the additional funds in FY-2009.  If they are not sufficient and you do not have language in your appropriation bill that exempts unanticipated federal funds from your budget limits, you will need to get with your Senate and House fiscal analysts to discuss amending your current FY-2009 appropriations bill.

Also, in preparation for FY-2010, pay careful attention to the amount of ARRA funds available for FY-2010 so that you can work with your Senate and House fiscal analysts to establish sufficient budget limits for FY-2010.  If you have any questions, please contact your OSF Budget Analyst.

IRS Tax Tables

The American Recovery and Reinvestment Act has the "Make Work Pay" credit which is changing the federal withholding tables and advance earned income credit payment tables.  The IRS has released the new tables and the changes are to be made effective as soon as possible but no later than April 1, 2009.  
Agencies on the State’s PeopleSoft payroll system are not required to make any changes, the tax updates will be installed by OSF.  
Other agencies and Higher Education must install these updates into their systems by the deadline.  
Employees do not need to make any changes to their current IRS Form W-4, Employee’s Withholding Allowance Certificate.  

Changes to COBRA

 The American Recovery and Reinvestment Act provides for a 65% premium subsidy for certain individuals insured under COBRA.  The subsidy applies to anyone who lost coverage because of involuntary termination.  Notice of the federal subsidy must be sent to all employees who left employment after August 31, 2008.  As the administrator of COBRA for state employees, OSEEGIB will be responsible for providing the notification and administering the subsidy.  Each agency should provide OSEEGIB with a list of all employees who have been involuntarily terminated since August 31st.  The list should be e-mailed to Cheryl Hendrix at chendrix@sib.ok.gov by March 25, 2009.  Going forward, please indicate on the Qualifying Event (QE) notice sent to OSEEGIB, whether the employee was involuntarily terminated.  
Required Notice of “American Recovery and Reinvestment Act of 2009 (ARRA)” Receipts

The State Treasurer’s Office is dedicated to maximizing the safety, liquidity and return on all state funds.  Over the next two years Oklahoma is to receive more than $2.6 billion from the federal stimulus package.  Collateralization of these deposits and the limitation of interest rate, credit and custodial risks will depend on the timely and accurate reporting of funds. Consequently each state agency will need to notify the Treasurer’s Office as soon as possible when daily ARRA receipts will exceed $25 million.  

For the convenience of state agencies the State Treasurer’s Office has established a unique email address for agencies to use in reporting on these funds ARRA@treasurer.ok.gov.  Your email should identify your agency, an agency contact name, email address and phone number and include the date and the amount of funds to be received.

If you have any questions regarding this notice please call Susan Bateman, 522-4215.
Increased Federal Oversight - Need for Review of Agency Internal Controls

There has been significant media coverage not only about the $787 billion federal recovery package, but also concerning the accountability for ensuring that the funds are spent properly and in a transparent manner.  According to a February 9, 2009 memorandum issued by White House Chief of Staff Rahm Emanuel and Office of Management and Budget Director Peter Orszag, stipulations of the economic recovery plan “will require sustained focus by managers throughout the federal government, particularly in planning, awarding, managing, and overseeing contracts and grants.”  As a result, those state agencies that will be receiving funds from the stimulus package should begin developing plans immediately to both track and report expenditures relative to the receipt of these funds as well as ensuring that they have been properly authorized prior to their disbursement.

“We cannot overstate the importance of this effort,” wrote Emanuel and Orszag.  “We are asking the American people to trust their government with an unprecedented level of funding to address the economic emergency.  In return, we must prove to them that their dollars are being invested in initiatives and strategies that make a difference in their communities and across the country.  Following through on our commitments for accountability and openness will create a foundation upon which we can build as we continue to tackle the economic crisis and the many other challenges facing our nation.”1  Unquestionably, agencies and authorities receiving funds from the federal recovery package should ensure that they can prove that the funds intended to be used on a specific project or purpose of the funding are traceable to the project.
Agencies will be asked to establish significant and effective internal controls, oversight mechanisms, and other approaches to meet the accountability objectives of the act and to expedite, if necessary, the process for awarding and overseeing the funds.  Significant and effective, however, does not necessarily translate into unduly complicated.  With regard to proper authorization for expenditure disbursement agencies are encouraged to review their internal controls in this area and to take steps to ensure a heightened level of oversight from agency management and governing bodies concerning the stimulus funds.  The Office of State Finance is available as a resource to agencies with needs for review of internal controls or as part of the OSF Shared Services program. 

1 “White House Orders Agencies to Plan Oversight of Stimulus Spending,” by Robert Brodsky, Government Executive.com, February 12, 2009.           

Message from State Auditor and Inspector, Steve Burrage
March 6, 2009

Accountability and Transparency – the two biggest buzzwords of the ARRA.  I believe the best advice I have heard so far is “Spend it like your Mama’s watching!”  I will be travelling to Washington, D.C. within the next two weeks to meet with the officials tasked with ensuring we have steps in place for accountability and transparency.  I will certainly be providing communications regularly over the next few years on the ARRA.  

For agencies that will be receiving funds under the ARRA, this office will be engaging with you earlier than we have in years past so that we can all be in compliance with the Act.  We do know that the expectations of both the federal and state government are that we must have procedures that ensure controls related to the stimulus money are designed, implemented and operating.  These procedures will need to include the bidding process used for the disbursement and use of the funds.

We look forward to working with each of you.

Sincerely,

Steve Burrage, CPA
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