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EXECUTIVE SUMMARY

We conducted certain procedures at the Governor’s Office of Homeland Security and Emergency
Preparedness (GOHSEP) as part of the Single Audit of the State of Louisiana and to evaluate its
accountability over public funds for the fiscal year ended June 30, 2012.

We tested controls, compliance with laws, and financial reporting for certain accounts as part of
the audit of the Comprehensive Annual Financial Report for the State of Louisiana and tested
compliance with requirements for the Disaster Grants - Public Assistance program, the Hazard
Mitigation Grant program, and the Homeland Security Grant Program. Our procedures disclosed
the following:

. Financial information related to those accounts tested was fairly presented.

. GOHSEP made Completed Work Payments to the Office of Community
Development (OCD) through the Hazard Mitigation program that did not have
cancelled checks submitted within the required 45 days to support the payments,
and no action was taken by GOHSEP to follow up on the missing documentation.
This is the second consecutive year that GOHSEP did not adequately monitor
payment support.

. GOHSEP did not adequately monitor subrecipients of the Disaster Grants - Public
Assistance program, the Hazard Mitigation Grant program, and the Homeland
Security Grant Program to ensure that the subrecipients obtained a required audit
within nine months of the subrecipient’s fiscal year-end. In addition, GOHSEP
did not ensure that management decisions were issued within six months after
receipt of the audit reports and did not ensure that the subrecipients took timely
and appropriate corrective action.

. For the three federal programs we tested, the majority of expenditures are passed
through to subrecipients, including parish and local governments, which heightens
the importance of proper monitoring by GOHSEP over those subrecipients.

This report is a public report and has been distributed to state officials. We appreciate
GOHSEP’s assistance in the successful completion of our work.



LOUISIANA LEGISLATIVE AUDITOR
DARYL G. PURPERA, CPA, CFE
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GOVERNOR’S OFFICE OF HOMELAND SECURITY
AND EMERGENCY PREPAREDNESS

STATE OF LOUISIANA

Baton Rouge, Louisiana

As required by Louisiana Revised Statute 24:513 and as a part of our audit of the State of
Louisiana’s financial statements and the Single Audit of the State of Louisiana for the fiscal year
ended June 30, 2012, we conducted certain procedures at the Governor’s Office of Homeland
Security and Emergency Preparedness (GOHSEP) for the period from July 1, 2011, through
June 30, 2012.

. Our auditors obtained and documented a basic understanding of GOHSEP’s
operations and system of internal controls, including internal controls over major
federal award programs administered by GOHSEP, through inquiry, observation,
and review of its policies and procedures documentation including a review of the
laws and regulations applicable to GOHSEP.

. Our auditors performed analytical procedures consisting of a comparison of the
most current and prior year financial activity using GOHSEP’s annual fiscal
reports and/or system-generated reports and obtained explanations from GOHSEP
management for any significant variances.

. Our auditors reviewed the status of the findings identified in the prior
management letter, dated April 25, 2012. The prior year findings relating to
inadequate reconciliations between ISIS and LAPA, duplicate payment in the
Public Assistance program, deficiencies in site visit monitoring, and no
procedures for ensuring validity of DUNS number on subrecipient applications
have been resolved by management. The finding relating to inadequate
monitoring of Hazard Mitigation payments was partially resolved and is
addressed again in this letter.

. Our auditors considered internal control over financial reporting; examined
evidence supporting GOHSEP’s nonpayroll expenditures, federal revenue,
receivables, payables, deferred revenue, prepayments, and the Schedule of
Expenditures of Federal Awards, including critical information systems and
related user access controls; and tested GOHSEP’s compliance with laws and
regulations that could have a direct and material effect on the State of Louisiana’s
financial statements, as part of our audit of the state’s Comprehensive Annual
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Financial Report for the fiscal year ended June 30, 2012, in accordance with
Government Auditing Standards.

. Our auditors performed internal control and compliance testing in accordance
with Government Auditing Standards and Office of Management and Budget
(OMB) Circular A-133 on the following federal programs for the fiscal year
ended June 30, 2012, as part of the Single Audit of the State of Louisiana:

. Disaster Grants - Public Assistance (Presidentially Declared Disasters)
(CFDA 97.036)

. Hazard Mitigation Grant (CFDA 97.039)
. Homeland Security Grant Program (CFDA 97.067)

The Annual Fiscal Report of GOHSEP was not audited or reviewed by us, and, accordingly, we
do not express an opinion on that report. GOHSEP’s accounts are an integral part of the State of
Louisiana’s financial statements, upon which the Louisiana Legislative Auditor expresses
opinions.

Based on the application of the procedures referred to previously, we have included all
significant findings that are required to be reported by Government Auditing Standards. Both
findings will be included in the State of Louisiana’s Single Audit Report for the year ended
June 30, 2012.

The following significant findings are included in this letter for management’s consideration.
Inadequate Monitoring of Hazard Mitigation Payments

Our 2012 audit of the Hazard Mitigation Program’s Completed Work Payments made by
GOHSEP to the Office of Community Development (OCD) disclosed that 10 of 21
(48%) payments did not have cancelled checks submitted within the required 45 days to
support the payments, and no action was taken by GOHSEP to follow up on the missing
documentation. This is the second consecutive year that GOHSEP did not adequately
monitor payment support.

Inadequate monitoring increases both the risk that program objectives will not be met and
the risk of disallowed costs, which will need to be returned to the federal grantor.

Management should strengthen current monitoring procedures over OCD to ensure that
the required supporting documentation relating to Completed Work Payments is received
from homeowners within 45 days of the payment. Management did not concur with the
finding. Management indicates in its response that cancelled check procedures are not a
federal requirement or a GOHSEP policy. Management further notes FEMA program
guidelines state that as long as the mitigation activities are completed within the period of
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performance, the project is in compliance with federal regulation (see Appendix A,
page A-1).

Additional Comment: We agree that OCD’s policies regarding time frames for project
completion and retaining cancelled checks are not specifically required by federal
regulations; however, OCD and GOHSEP developed these policies to mitigate the risk of
questioned costs during project close-out. GOHSEP’s role is to monitor OCD’s
compliance with these policies.

Noncompliance With Subrecipient Monitoring Requirements

GOHSEP did not adequately monitor subrecipients of the Disaster Grants - Public
Assistance program, the Hazard Mitigation Grant program, and the Homeland Security
Grant Program to ensure that the subrecipients obtained a required audit within nine
months of the subrecipient’s fiscal year-end. In addition, GOHSEP did not ensure
management decisions were issued within six months after receipt of the audit reports
and did not ensure the subrecipients took timely and appropriate corrective action.
Failure to perform adequate subrecipient monitoring results in noncompliance with
federal regulations and possible disallowed costs that must be returned.

In our test of subrecipient audit reports, we noted the following:

. For one of 11 (9%) subrecipients, GOHSEP did not ensure the required
OMB Circular A-133 audit was completed within nine months of the
subrecipient’s fiscal year-end. In addition, we noted six subrecipients
where GOHSEP did not document the date the audit report was received.

. For four of 18 (22%) subrecipients, GOHSEP did not perform a desk
review to evaluate the subrecipients’ audit reports, as required by
GOHSEP’s procedures.

. For three of eight (38%) subrecipients, GOHSEP did not issue a
management decision letter within six months after receipt of the audit
report.

. For one of 10 (10%) subrecipients, GOHSEP did not evaluate the impact
of the subrecipient’s activities on GOHSEP’s ability to comply with
federal regulations.

Management should strengthen current procedures to ensure that the review of
subrecipient audit reports and the issuance of management decision letters are performed
timely. In addition, management should evaluate and document the impact of audit
findings on GOHSEP’s ability to comply with federal regulations and follow up with
subrecipients who have not completed required audits to determine if sanctions should be
imposed. Management concurred with the finding and provided a corrective action plan
(see Appendix A, page A-2).
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The recommendations in this letter represent, in our judgment, those most likely to bring about
beneficial improvements to the operations of GOHSEP. The varying nature of the
recommendations, their implementation costs, and their potential impact on the operations of
GOHSEP should be considered in reaching decisions on courses of action. The findings relating
to GOHSEP’s compliance with applicable laws and regulations should be addressed immediately
by management.

This letter is intended for the information and use of GOHSEP and its management, others
within the entity, and the Louisiana Legislature 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 letter
is a public document, and it has been distributed to appropriate public officials.

Respectfully submitt

W [ lvpor=
Daryl G. Purpera, CPA, CFE
Legislative Auditor
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APPENDIX A

Management’s Corrective Action
Plans and Responses to the
Findings and Recommendations
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