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August 20, 2014 
 
 
 
 

The Honorable John A. Alario, Jr., 
  President of the Senate 
The Honorable Charles E. “Chuck” Kleckley, 
  Speaker of the House of Representatives 
Mr. Stephen Moret, Secretary, 
  Louisiana Department of Economic Development 
 
Dear Senator Alario, Representative Kleckley, and Mr. Moret: 
 
This report provides the result of our procedures at the Louisiana Department of Economic 
Development (LED) for the period from July 1, 2012, through June 30, 2014.  Our objective was 
to evaluate certain controls that LED uses to ensure accurate financial reporting and 
transparency, compliance with applicable laws and regulations, and to provide overall 
accountability for public funds. 
 
This report contains our findings, conclusions, and recommendations.  Appendix A contains 
LED’s response to this report.  I hope this report will benefit you in your legislative decision-
making process. 
 
We would like to express our appreciation to the management and staff of LED for their 
assistance during our work. 
 

Sincerely, 
 
 
 
Daryl G. Purpera, CPA, CFE 
Legislative Auditor 
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Introduction 
 
The primary purpose of our procedures at the Louisiana Department of Economic Development 
(LED), was to evaluate certain internal controls LED uses to ensure accurate financial reporting 
and transparency, compliance with applicable laws and regulations, and to provide overall 
accountability for public funds.  The mission of LED is to cultivate jobs and economic 
opportunity for the people of Louisiana through integrated economic development strategies.   

 
 

Results of Our Procedures 
 
We evaluated LED’s operations and system of internal controls through inquiry, observation, and 
review of its policies and procedures, including a review of the laws and regulations applicable 
to LED.  Based on the documentation of LED’s controls and our understanding of related laws 
and regulations, we performed procedures on selected controls and transactions relating to the 
internal audit function; the LaCarte Purchasing Card and Controlled Business Accounts activity; 
contract compliance with state laws; contract monitoring and expenditures relating to the 
Louisiana Mega-Project Development Fund Program, Rapid Response Fund Program, Louisiana 
FastStart Program, State Economic Competitiveness Program, Economic Development Grants 
Match Program, and State Small Business Credit Initiative Program; and compliance with 
reporting to the Joint Legislative Committee on the Budget (JLCB).    

 
 

Ineffective Internal Audit Function  
 
LED does not have an effective internal audit function. LED is required by state law to have an 
internal audit function.     

Our review of the LED internal audit function disclosed the following: 
 
 The internal audit section provided formal audit plans for fiscal years 2013 and 

2014; however, there was no evidence that the planned procedures were based on 
a formal risk assessment nor were any high risk areas identified by the internal 
auditor.   
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 The 2013 audit plan outlined the same 12 audit areas as the 2014 audit plan.  Of 
these 12 areas, only one area resulted in written reports, which consisted of Excel 
spreadsheets.  No written reports or evidence was provided identifying any 
procedures that were performed on the other 11 areas. 

 The Excel spreadsheets included the internal auditor’s exceptions found and 
recommendations to management; however, there is no record of management’s 
response to the exceptions and recommendations.   

 The 2013 and 2014 internal audit plans were not approved by the Secretary or his 
designee. 

Failure to document a formal risk assessment to identify high risk areas and failure to perform 
procedures on high risk areas and report the results to management diminishes LED’s ability to 
correct potential weaknesses that could result in the loss of assets, fraud, and/or errors going 
undetected.  Further, Statements on Internal Auditing Standards and LED’s internal audit charter 
require that the internal audit plan be based on a risk assessment, at least annually.  The charter 
also requires that the objective of internal audit is to continually assess all high risk areas of LED 
to evaluate critical business processes throughout LED, and that management should provide 
comments to written reports with specific actions taken or planned to resolve any reported 
findings.   
 
Management should ensure that the internal audit plan is based on a formal risk assessment and 
that the internal audit section addresses the high risk areas identified in the plan in a timely 
manner. Management should also provide written responses to any findings and 
recommendations reported and should ensure that the annual internal audit plan is approved by 
the Secretary or his designee prior to procedures being performed by the internal audit section.  
Management did not concur with the finding and noted that management did discuss and 
document the areas of highest perceived risk and that the internal auditor prioritizes these high 
risk areas for review.  However, management also provided a plan of corrective action that 
includes a revised internal audit charter for the department and the development of a documented 
risk assessment (see Appendix A, page 1).      
 
Additional Comments:  Documentation of a risk assessment was requested during the 
engagement, but none was provided, so we asked for the documentation of areas of highest 
perceived risk that was noted in management’s response.  Management provided a document 
titled “Internal Audit Annual Calendar Notes.”  The document did not provide what period it 
covered or when it was prepared, but included five areas, two of which were noted as high risk.  
However, no evidence was provided that procedures were done on those high risk areas. 
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Untimely Reporting to JLCB on the Rapid Response Fund 
and the Mega-Project Development Fund 

 
LED did not submit a report to the Joint Legislative Committee on the Budget (JLCB) on 
economic development projects funded through the Rapid Response Fund and the Louisiana 
Mega-Project Development Fund by April 1, 2014, as required by Louisiana Revised Statutes 
51:2361 and 51:2365.   
 
The statutes require the secretary of the LED to submit a semiannual report to the JLCB on  
April 1 and October 1 of each year that includes, at a minimum, information regarding 
performance targets, outcomes, number of jobs created and retained, and overall payroll 
generated for each active economic development project receiving funds from the Rapid 
Response Fund and the Louisiana Mega-Project Development Fund.  As of May 14, 2014, the 
report due April 1, 2014, had not been submitted. Untimely reporting reduces JLCB’s ability to 
properly monitor the use of the appropriated funds and places LED in violation of state law. 
 
LED management should ensure that each semiannual report required by Louisiana Revised 
Statutes 51:2361 and 51:2365 is complete, accurate, and submitted to the JLCB by the required 
dates.  Management concurred with the finding and provided a corrective action plan.  
Management noted that the report has since been completed and reported to the Legislature (see 
Appendix A, page 2).   

 
 

Other Results of Our Procedures  
 
LaCarte Purchasing Card and Controlled Business Accounts 

LED uses the LaCarte Purchasing Cards and Controlled Business Accounts primarily for 
purchases consisting of general office supplies, dues, subscriptions, reference materials, and 
travel.  LED had adequate controls in place to ensure purchases were properly approved; 
purchases were used for proper business purposes; sufficient documentation was maintained; and 
purchases were properly reconciled to invoices, logs, bank statements, and the general ledger.  

 
Contract Compliance  

LED’s mission is to stimulate economic development and growth in Louisiana, and it contracts 
with companies in various ways to sustain its mission.  LED had controls to ensure that contracts 
with companies were approved, executed, and contained the elements required by State law, and 
that the state’s investment in projects were within the percentages allowed. 
 
LED is responsible for ensuring that documentation supporting cost incurred by the contractors 
is properly submitted and approved in a timely manner before reimbursement.  LED had 
adequate controls in place to ensure proper and timely payments were made to the companies. 
 
LED monitors contracts to ensure that companies meet their performance objectives per the 
cooperative endeavor agreements with the state.  We performed procedures to ensure 
performance reports, required certifications, and proper financial reports were obtained; goals 
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and objective of the projects were being met; and proper action was taken by LED when 
companies did not meet the goals and objectives.  Sufficient monitoring procedures existed over 
the agreements that were reviewed.    

 
Comparison of Activity Between Years  

We compared the most current and prior year financial activity using LED’s annual fiscal reports 
and/or system-generated reports to identify trends and obtained explanations from LED 
management for any significant variances that could potentially indicate areas of risk.  LED 
management provided reasonable explanations for all significant variances.   
 
We also presented LED’s expenses (Exhibit 1) for the fiscal year 2014 for informational 
purposes.  LED expenditures totaled approximately $109 million as of June 30, 2014.  Program 
expenses remained relatively similar when compared to prior year except for State 
Commitments, which increased from approximately $19.6 million in fiscal year 2013 to 
approximately $68.7 million in fiscal year 2014.  About 70% of this increase was associated with 
the IBM Corporation and the Benteler Steel & Tube projects from the Mega-Project 
Development Fund. 

 
LED Expenses as of June 30, 2014 

$108,940,818 

 

Under Louisiana Revised Statute 24:513, this report is a public document and it has been 
distributed to appropriate public officials. 

Source: ISIS data 
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July 3, 2014 
 
 
 
 

Daryl G. Purpera, CPA, CFE 
Louisiana Legislative Auditor 
Post Office Box 94397 
Baton Rouge, LA 70804-9397 

 
Re: Single Audit of Louisiana - LED 

Dear Mr. Purpera: 

We are in receipt of your findings and appreciate the opportunity to respond to the control and 
compliance (C/C) procedures review performed over the past few months for the two 
consecutive fiscal years ending June 30, 2014. 

 
This letter is to serve as the official response to the finding relative to ineffective internal audit 
function.  LED does not concur with this finding. 

 
While risk assessments and reports were not performed in accordance with LLA’s desired 
format, the internal auditor and LED’s management did discuss and document the areas of 
highest perceived risk within the agency. Internal audit efforts prioritized these high-risk areas 
for review; lower-risk programs (e.g., those with recent, external audits or with extensive existing 
controls in place to mitigate risk) received lesser review. Additionally, the internal auditor 
developed a yearly audit plan relative to the areas the auditor planned to review and provided 
bi-weekly reports and recommendations on those audit reviews. 

 
Prior to the LLA’s C/C procedures review, LED had begun the hiring process for a newly created 
position – a second internal auditor who will serve as Performance Reporting Manager. This 
position has since been filled by Frank Roberts. In addition, the audit team completed a revised 
charter for the department and developed a documented risk assessment which was 
implemented on the July 1 start of the fiscal year. This risk assessment, which will be approved 
by management, will become the basis for the annual audit plan. Beginning July 1, 2014, 
management will provide written responses to all findings by the internal auditor on areas 
addressed in the audit plan. 

 
Thank you for your team’s commitment to high standards and professionalism in working with 
our department these past few months during the control and compliance review. 

 
Sincerely, 

 
 
 
 
 

Stephen Moret 
Secretary 
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July 3, 2014 
 
 
 
 

Daryl G. Purpera, CPA, CFE 
Louisiana Legislative Auditor 
Post Office Box 94397 
Baton Rouge, LA 70804-9397 

 
Re: Single Audit of Louisiana - LED 

Dear Mr. Purpera: 

We are in receipt of your findings and appreciate the opportunity to respond to the control and 
compliance (C/C) procedures review performed over the past few months for the two 
consecutive fiscal years ending June 30, 2014. 

 
This letter is to serve as the official response to the finding relative to noncompliance with Rapid 
Response Fund and Mega-Project Development Fund reporting. LED concurs the report, one of 
34 reports to the legislature required of LED, was not issued by the reporting deadline. The 
report has since been completed and reported to the Legislature, as well as placed on the 
performance reporting section of LED’s website. 

 
LED previously designated a staff member to focus on performance reporting. However, due to 
the extremely heavy business development project load we’ve recently experienced (resulting in 
record levels of business investment and job creation in Louisiana), we asked that individual to 
simultaneously take on a significant amount of project management duties unrelated to 
performance reporting. While the reporting still occurred, it was not completed on time. 

 
Prior to the LLA’s C/C procedures review, LED had begun the process for creating and hiring an 
internal auditor who will serve as Performance Reporting Manager (Frank Roberts). This 
manager will be responsible for ensuring the bi-annual reports are issued in a timely fashion in 
the future. 

 
Thank you for your team’s commitment to high standards and professionalism in working with 
our department over the past few months during this control and compliance review. 

 
Sincerely, 

 
 
 
 
 

Stephen Moret 
Secretary 
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APPENDIX B:  SCOPE AND METHODOLOGY 
 

 
We conducted certain procedures at the Louisiana Department of Economic Development (LED) 
for the period from July 1, 2012 through June 30, 2014.  Our objective was to evaluate certain 
internal controls LED uses to ensure accurate financial reporting and transparency, compliance 
with applicable laws and regulations, and to provide overall accountability for public funds.  The 
scope of our procedures was significantly less than an audit conducted in accordance with 
Government Auditing Standards, issued by the Comptroller General of the United States.  The 
Annual Fiscal Reports of LED were not audited or reviewed by us, and, accordingly, we do not 
express an opinion on those reports.  LED’s accounts are an integral part of the State of 
Louisiana’s financial statements, upon which the Louisiana Legislative Auditor expresses 
opinions. 

 
 We evaluated LED’s operations and system of internal controls through inquiry, 

observation, and review of its policies and procedures, including a review of the 
laws and regulations applicable to LED.   

 Based on the documentation of LED’s controls and our understanding of related 
laws and regulations, we performed procedures on selected controls and 
transactions relating to  the internal audit function; the LaCarte Purchasing Card 
and Controlled Business Accounts activity; contract compliance with state laws; 
contract monitoring and expenditures relating to the Louisiana Mega-Project 
Development Fund Program, Rapid Response Fund Program, Louisiana FastStart 
Program, State Economic Competitiveness Program, Economic Development 
Grants Match Program, and State Small Business Credit Initiative Program; and 
compliance with reporting to the Joint Legislative Committee on the Budget 
(JLCB). 

 We compared the most current and prior year financial activity using LED’s 
annual fiscal reports and/or system-generated reports to identify trends and 
obtained explanations from LED management for any significant variances that 
could potentially indicate areas of risk.   
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