
Round Robin:  OIG Audit Red Flags 
Handout 1 

 

 
Office of Inspector General 

2010 Financial and Grants Management Institute Page 1 of 2 

 
ARRA Fraud Red Flags 

 
FRAUD BY GRANTEE IN APPLICATION/BID PROCESS 

 
1. Has the grant applicant recently been incorporated or filed a fictitious business statement? 

2. Does the grant applicant hold himself/herself out as a professional, e.g., an accountant, 
contractor, or someone else required to maintain a special license?  If so, query the relevant 
state agency to determine licensing status of applicant. 

3. Has the grantee paid all applicable Federal or state income and sales taxes? 

4. Does the grantee have a business or similar permit to operate in the city or county where 
the grantee is domiciled? 

5. How long has the grantee maintained a banking relationship at its current bank?  How long 
have the funds in the account been on deposit? 

6. Does the grantee resist providing CNCS with tax records, financial statements, bank account 
statements, articles of incorporation, or by-laws? 

 
FRAUD BY GRANTEE IN PERFORMANCE 

  
Common fraud schemes involving false business expenses: 
 
1. Using grant funds for personal expenses 

2. Submitting for payment expenses that have not been incurred 

3. Submitting expenses not directly related to the grant 

4. Submitting false claims for travel vouchers and expense reports 

5. Forging documents/invoices that disguise kickbacks 

6. Double billing 

7. Using grantee credit card for personal use purchases 
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Common fraud schemes involving false employment-related costs: 
 
1. Ghost employees 

2. Fictitious contractors 

3. Over-charging labor costs, hours or rates 

4. Inflating enrollment/attendance records or other cost drivers 

 
POTENTIAL FRAUD INDICATORS 

 
1. One person is in control of grantee’s checkbook and the same person also reconciles 

financial or bank account statements 

2. General absence of separation of duties 

3. Grantee/employee is living beyond his or her means 

4. Lack of internal control procedures over expenditures 

5. Lack of supporting documentation to justify expenditures 

6. Grantee records are not subject to independent audit 

7. Grantee has no prior experience administering grants 

8. Grantee formed business/non-profit entity solely for purpose of submitting bid proposal for 
ARRA grant 

9. Grantee offers CNCS auditor or grant administrator gifts, tickets to sports events, etc., that 
are beyond a de minimis value 

10. Grantee delays when asked to provide supporting documentation to justify costs and 
expenses 

11. Grantee (or spouse, family member or business associate) works for the agency conferring 
the grant 

12. When questioned about the propriety of a cost of expense, grantee threatens to escalate 
issue outside ordinary decision-making process.  For example:  “I’m going to contact the 
Mayor’s office if you don’t stop bothering me with these questions.” 

 


