








The on-site fieldwork was performed at the TNECD office during the period of October 4, 2018 
through October 12, 2018. The preliminary audit results were discussed with TNECD officials 
at the conclusion of the on-site visit. 

The primary criteria used in performing the audit were 2 CFR 200, the ARC Code, the 
. cooperative agreements, and the Memorandum of Understanding between ARC and TNECD. 

The audit was performed in accordance with the Government Auditing Standards. 

Summary of Audit Result 

TNECD's financial and administrative procedures and internal controls were adequate to 
effectively manage the funds provided under the ARC agreement. The costs tested were 
properly supported and allowable. Financial and project performance reports for TN-l 8055-C2 
were submitted to ARC timely and accurately. We determined that TNECD had an adequate 
process in place for obtaining and recording data related to the overall goals for TN-18055-C2. 

However, we were unable to identify the specific performance outcomes for cooperative 
agreement TN-18055-Cl because performance reports were not prepared for the agreement. For 
cooperative agreement TN-18055-C2, the final performance report stated that 42 open projects 
were being administrated as of the end of the period of performance. Consequently, performance 
outcomes were met or on track for this cooperative agreement. 

The finding and the co1Tesponding recommended corrective actions are discussed in the Finding 
and Recommendation section of this report. 
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Finding and Recommendation 

A. Performance Reports 

The grantee did not prepare and submit performance reports to ARC as required by cooperative 
agreement TN-18055-CL As a result, the grantee did not fully comply with the terms and 
conditions of the cooperative agreement. 

Cooperative agreement TN-18055-Cl states that: 

The cooperator's responsibilities for reporting on projects administered under this agreement are 
set forth in the incorporated Memorandum of Understanding and Registered State Basic Agency 
(RSBA) Grant Administration Manual. The Cooperator shall also submit to ARC an annual 
status report on all projects being managed under this agreement, on a schedule to be dete1mined 
mutually between the Cooperator and the ARC Project Coordinator 

The RSBA Grant Administration Manual repoiting requirements states that upon request, the 
registered state basic agency must provide (among others) the following documents to ARC for 
each project involving ARC funds. 

• Semi-annual progress reports from the grantee and a final report on the costs of each 
project with sufficient detail to permit an audit of expenditure. 

• An annual Basic Agency Monitoring Repmt. 

We discussed this matter with TNECD officials. They responded that the cooperative agreement 
only required an annual status report on all projects being managed under the agreement _on a 
schedule to be determined mutually by TNECD and the ARC Project Coordinator. 

The TNECD officials also stated that: 

• ARC did not provide any feedback to the grantee regarding the lack of performance 
reports or request that performance reports be prepared and submitted. 

• This was the first year of the cooperative agreement and it was the first one of this type 
for Tl\TECD; consequently, there was some degree of unfamiliarity with the project 
requirements. 

We agree that cooperative agreement TN-18055-Cl required an annual report on all projects 
being managed under the agreement on a schedule to be "mutually detem1ined" between 
TNECD and ARC. In our opinion, however, this reporting requirement is in addition to the 
requirement for semi-annual progress reporting and a final report specified in the RSBA Grant 
Administration Manual. 

For TN-18055-C2, TNECD made draw downs through the ARC system. Under the ARC 
d.rawdown system, TNECD sends financial status reports and performance reports with each 
request for reimbursement. Consequently, performance reports were submitted to ARC for 
agreement TN-18055-C2. 
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Recommendation 

· TNECD should review its requirements for reporting under TN- 18O55-Cl and provide any 
information needed by ARC to properly closeout the Cl grant and ensure future performance 
reports are prepared and submitted to ARC in accordance with the terms and conditions of the 
cooperative agreement. 

Grantee's Response 

The grantee responded that they partially concur with the finding. During the C-1 grant, they 
said they were unaware of this requirement, and they believe that ARC was also unaware that 
this should have occurred during the C-1 grant timeframe (the grantee included an email 
regarding this reporting requirement during the C-1 year with their response). They stated that 
ARC did not request these reports and they believe the issue has been resolved. Also, they noted 
that TN-18055-C2 was also reviewed and the required reports were completed. 

The grantee requests that ARC address the requirement of semi-annual reporting for these grants 
and reconcile the differences between the Memorandum of Understanding, the State Basic 
Agency Grant Administration Manual, and the Cooperative Agreement. 

Auditor's Comments 

ARC will determine whether the information provided in the grantee's response is adequate to 
resolve the finding and close the recommendation. 
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Bob Rolfe 
Commissioner 

Department of Economic and Community Development 

November 29, 2018 

RE: Draft report for TN-18055 

Dear Mr. Sneed, 

Appendix 

Bill Haslam 
Governor 

Leon Snead & Company completed an audit of cooperative agreement number TN-18055 
awa·rded by the Appalachian Regional Commission to the Tennessee Department of Economic 
and Community Development. 

We have received a copy of their Draft Report. One finding has been identified: "The grantee did 
not prepare and submit periormance reports to ARC as required by cooperative agreement TN-
18055-C1 . As a result, the grantee did not fully comply with the terms and conditions of the 
cooperative agreement." 

The corresponding recommendation states "TDECD should review its requirement for reporting 
under TN-18055-C1 and provide any information needed by ARC to properly closeout the C1 
grant and ensure future performance reports are prepared and submitted to ARC in accordance 
with the terms and conditions of the cooperative agreement. " 

TNECD has reviewed the report. We partially concur with the finding. During the C-1 grant, 
TNECD was unaware of this requirement, and we believe that ARC was also unaware that this 
-should have occurred during the C-1 grant timeframe (please see the attached email regarding 
this reporting requirement during the C-1 year). ARC did not request these reports. We believe 
that ttiis issue has been resolved . TN-18055-C2 was also reviewed and the required reports 
were completed. 

We request that ARC address the requirement of semi-annual reporting for these grants and 
reconcile the differences between the Memorandum of Understanding, the State Basic Agency 
Grant Administrative Manual, and the Cooperative Agreement. 

Please let me know if you have any additional questions about the draft report or our response. 

Thank you, 

ffi~ 
Brooxie Carlton 
Governor's Alternate to the ARC Board 

cc: Judy Tribble, Interna l Auditor 
Logan McCoy, ARC Program Manager 

312 Rosa L. Parks Avenue, William Snodgrass Building/TN Tower, 27 th Floor, Nashville, TN 37243 



Leon Snead _Company 

From: 
Sent: 
To: 
Subject: 

Follow Up Flag: 
Flag Status: 

Julie Lawhorn Ll1awhorn@arc.gov] 
Monday, September 24, 2018 3:33 PM 
Lindsay Gainous 
RE: TN-18055 C1 

Follow up 
Flagged 

Appendix 

*** This is an EXTERNAL email. Please exercise caution. DO NOT open attachments or click links from unknown 
senders or unexpected email - STS-Security. *** 

Hi Lindsay, 

!n the documentation-files tab there is a stash of the payment requests made through ARCnet for ASAP drawdowns. 
We changed the system in the following year {C2) so you actually had to do reports and send in the four forms. Back in 
the Cl days, it was just an ASAP drawdown notification. Then at the bottom of this list of files is the closeout report. 
Does this help? If not and you are looking for other things, LMK! 
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From: Lindsay Gainous [mailto:Lindsav.Gainous@tn.gov] 
Sent: Monday, September 24, 2018 10:01 AM 
To: Julie Lawhorn < jlawhorn@arc.gov> 
Subject: TN-18055 Cl 

Julie, 

Appendix 

I am trying to put together everything for our audit. I don't see ln our files or on arcnet the reports for the above 
referenced project. Do you see them? If so, can you send them to me. I think that was before we had the RSBA 
separated out . 

Thanks, 
Lindsay 

~~ 
State of Tennessee, Department of Economic & Community Development 
Rural Development 
312 Rosa L. Parks Avenue 
William Snodgrass Building/TN Tower, 27th Floor 
Nashville, Tennessee 37243 
Direct Phone 615.253.1907 
Lindsay.Gainous@tn.gov 
tn.gov/ecd/ruraldevelopment 

ECO Mission: We are passionate about developing dynamic, diverse economies and thriving communities for 
generations of Tennesseans. 
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