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DEPARTMENT OF ECONOMIC DEVELOPMENT  
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
As required by Louisiana Revised Statute 24:513, we conducted certain procedures at the 
Department of Economic Development for the period from July 1, 2006, through June 30, 2008.  
Our procedures included (1) a review of the department's internal controls; (2) tests of financial 
transactions; (3) tests of adherence to applicable laws, regulations, policies, and procedures 
governing financial activities and (4) a review of compliance with prior report recommendations.  
Our procedures were more limited than would be necessary to give an opinion on internal control 
and on compliance with laws, regulations, policies, and procedures governing financial activities. 
 
Specifically, we interviewed management personnel and selected departmental personnel and 
evaluated selected documents, files, reports, systems, procedures, and policies, as we considered 
necessary.  After analyzing the data, we developed recommendations for improvement.  We then 
discussed our findings and recommendations with appropriate management personnel before 
submitting this written report. 
 
The Annual Fiscal Reports of the Department of Economic Development were not audited or 
reviewed by us, and, accordingly, we do not express an opinion on those reports.  The 
department's accounts are an integral part of the State of Louisiana's financial statements, upon 
which the Louisiana Legislative Auditor expresses opinions.   
 
While we did not perform an audit in accordance with Government Auditing Standards, issued 
by the Comptroller General of the United States, we did perform certain procedures related to 
compliance with federal laws and regulations in accordance with those standards.  Our 
procedures on the Business Recovery Grant and Loan Program, a subprogram of the Community 
Development Block Grant Program (CFDA 14.228), were performed for the period July 1, 2006, 
through June 30, 2007.  Our procedures on the Temporary Assistance for Needy Families  
(CFDA 93.558) MicroEnterprise Development program were performed for the period July 1, 
2007, through June 30, 2008.  Our findings related to federal compliance testing are included in 
this procedural report and will be included in the Single Audit Reports for the State of Louisiana 
for the years ended June 30, 2007, and June 30, 2008, respectively.   
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In our prior report on the Department of Economic Development, dated June 23, 2006, we 
reported findings relating to no independent review of expenses reported for movie tax credits, 
noncompliance with Enterprise Zone Program regulations, lack of a current disaster 
recovery/business continuity plan, lack of controls over certificates of deposit, and no 
comprehensive risk-based internal audit plan.  The findings related to the movie tax credits, 
disaster recovery plan, and the internal audit plan were resolved by management.  The finding 
related to lack of controls over certificates of deposit was substantially resolved by management.  
The finding relating to the Enterprise Zone Program is addressed again in this report.   
 
Based on the application of the procedures referred to previously, all significant findings are 
included in this report for management's consideration.  
 

Inadequate Subrecipient Monitoring  
 
The Department of Economic Development (DED) did not perform adequate monitoring 
reviews of its subrecipients of the Business Recovery Grant and Loan Program, a sub-
program of the Community Development Block Grant Program (CFDA 14.228).  In 
accordance with Office of Management and Budget Circular A-133 and the 
Memorandum of Understanding (MOU) between DED and the Office of Community 
Development (OCD), the department is required to conduct on-site monitoring visits of 
subrecipients, ensure that the grant and loan documentation is complete, and provide 
written documentation of the agency’s monitoring activities. 
 
The Performance Audit Division of the Office of the Legislative Auditor issued a report 
on the Business Recovery Grant and Loan Program in October 2007.  The audit found 
that the department did not monitor its intermediaries (subrecipients) as required by the 
agreement with OCD.  The department did not conduct any reviews of the grant 
application files.  As a result, the performance audit found that 53 of 68 files (78%) did 
not have proper documentation of eligibility; seven of the 68 files (10%) showed that the 
applicants were ineligible; and 11 of the 68 applicants (16%) were awarded incorrect 
grant amounts.  Adequate monitoring procedures should have detected these errors before 
the disbursement of funds. 
 
Management did not ensure that controls were in place to determine compliance with 
federal and state monitoring requirements.  Failure to adequately monitor program 
subrecipients results in noncompliance with federal regulations and the state MOU.  
Inadequate monitoring of subrecipients also increases the risk that funds may not be 
expended in accordance with program requirements resulting in disallowed costs by the 
federal grantor. 
 
Management should develop and implement adequate subrecipient monitoring 
procedures for the Business Recovery Grant and Loan Program to ensure that 
subrecipients are complying with applicable federal and state requirements.  Management 
concurred with the finding and recommendation and outlined corrective action (see 
Appendix A, pages 1-6).  Attachments referred to in management’s response can be 
obtained from the Department of Economic Development. 
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Noncompliance With Temporary Assistance for 
  Needy Families - MicroEnterprise Development 
  Program Requirements 
 
DED did not comply with the regulations for administering the Temporary Assistance for 
Needy Families program (TANF - CFDA 93.558).  DED uses TANF funds to support its 
MicroEnterprise Development (MED) program.  TANF regulations require that a 
participant parent’s eligibility be verified by his/her child’s birth certificate, adoption 
papers, baptism certificate, or some other form of documentation.  The MOU between 
DED and the Department of Social Services (DSS) also requires that DED reimburse 
MED contractors for each hour of participant class attendance and that DED site visits to 
contractors be performed at least quarterly.   
 
Procedures performed on the TANF program disclosed the following conditions:   
 

 Two of seven participants (29%) tested were not eligible for the TANF 
MED program.  Questioned costs totaled $1,025.   

 Three of 18 participants (17%) tested did not attend all the required class 
hours and the contractors were overpaid $304 for class hours that the 
participants did not attend.  While performing this test, additional 
overpayments totaling $1,351 were noted for class hours that 15 
participants did not attend.  Questioned costs totaled $1,655.  

 DED did not perform quarterly site visits on three of five contractors 
(60%) tested.  

 For two of 18 participants (11%) tested, payments were made to 
contractors prior to the supporting documentation being received and 
reviewed by DED.   

DED has not placed sufficient emphasis to ensure that contractors submit adequate 
supporting documentation; the supporting documentation is reviewed prior to invoice 
payment; payments are made for actual class attendance; and quarterly site visits are 
conducted.  These deficiencies increase the risk of ineligible client participation and 
unallowable costs.  Adequate monitoring is needed to ensure that errors and/or fraud are 
prevented or detected timely. 
 
DED management should comply with TANF/DSS regulations and strengthen controls to 
increase program efficiency.  Management concurred in part with the finding and 
described corrective action (see Appendix A, pages 7-8).   
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Noncompliance With Enterprise Zone Program Regulations 
 
For the second consecutive engagement, DED did not comply with the Enterprise Zone 
Program regulation regarding Inspection/Audit Affidavits.  Louisiana Administrative 
Code Title 13 Part 1 Chapter 7 Section 725(D) states that the applicant shall file an 
original and a copy of the Inspection/Audit Affidavit Form showing a complete list of 
buildings and equipment and the cost of each item on the project with the appropriate fee 
for the inspection, which will be completed by the Business Incentives Division of the 
Office of Business Development.  This affidavit must be filed within six months of the 
project/construction ending date or when the signed original contracts are returned to the 
Business Incentives Division, whichever is later. 
 
In a review of 12 contracts, 10 (83%) contracts did not have the Inspection/Audit 
Affidavit filed within the required time frame.  As of March 3, 2008, seven 
Inspection/Audit Affidavit forms have yet to be submitted and are between 7 to 16 
months overdue while three forms were submitted between 2 to 16 months late.  In 
addition, since a $100 fee must be submitted with an Inspection/Audit Affidavit Form, 
DED is not collecting this fee in a timely manner.  
 
DED has not placed sufficient emphasis on ensuring that an Inspection/Audit Affidavit is 
performed and filed timely as required.  Failure to obtain an Inspection/Audit Affidavit 
for each business receiving Enterprise Zone tax credits increases the risk that tax credits 
may have been granted based on inaccurate or incomplete data and places the department 
in noncompliance with program regulations.   
 
DED management should ensure that Audit/Inspection Affidavits are submitted in 
compliance with Enterprise Zone Program regulations and that fees are collected timely.  
Management concurred with the finding and outlined a plan of corrective action (see 
Appendix A, pages 9-10).   

 
The recommendations in this report represent, in our judgment, those most likely to bring about 
beneficial improvements to the operations of the department.  The varying nature of the 
recommendations, their implementation costs, and their potential impact on the operations of the 
department should be considered in reaching decisions on courses of action.  The findings 
relating to the department’s compliance with applicable laws and regulations should be 
addressed immediately by management. 
 
Other Reports 
 
Additional audits and procedures have been performed on the Business Recovery Grant and 
Loan Program by the Louisiana Legislative Auditor that cite control weaknesses and/or 
deficiencies in the program and include management’s responses, as appropriate.  These reports 
can be accessed on the Internet at www.lla.la.gov:   
 

 Business Recovery Grant and Loan Program - First Round Grant Awards, 
Performance Audit Division, issued October 24, 2007 
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 Business Recovery Grant and Loan Program - Agreed-Upon Procedures Report, 
Recovery Audit Division, issued July 16, 2008 

This report is intended solely for the information and use of the department and its management 
and is not intended to be, and should not be, used by anyone other than these specified parties.  
Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a 
public document. 
 

Respectfully submitted, 
 
 
 
Steve J. Theriot, CPA 
Legislative Auditor 
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Management’s Corrective Action 
Plans and Responses to the 

Findings and Recommendations 
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