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ABOUT THE AGENCY

The Department of Economic and
Community Development (DECD)
administers  programs and  policies
to  promote  business, community
development, brownfield redevelopment,
arts, culture and tourism, and is the
state agency responsible for promoting
economic growth.

The Office of Workforce Strategy, the Office
of Military Affairs, and the Social Equity
Council are within DECD for administrative
purposes only.

ABOUT THE AUDIT

We have audited certain operations of the
Department of Economic and Community
Development, the Social Equity Council,
the Office of Workforce Strategy, and
the Office of Military Affairs in fulfillment
of our duties under Section 2-90 of the
Connecticut General Statutes. The scope of
our audit included, but was not necessarily
limited to, the fiscal years ended June 30,
2023 and 2024. The objectives of our audit
were to evaluate the:

1. Department's internal controls over
significant management and financial
functions;

2. Department’s compliance with
policies and procedures internal to the
department or promulgated by other
state agencies, as well as certain legal
provisions; and

3. Effectiveness, economy, and efficiency
of certain management practices and
operations, including certain financial
transactions.

We conducted this performance audit
in accordance with generally accepted
government auditing standards. Those
standards require that we plan and perform
the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis
for our findings and conclusions based on
our audit objectives. We believe that the
evidence obtained provides a reasonable
basis for our findings and conclusions
based on our audit objectives.
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Findings
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Repeat Findings

Our audit identified internal control deficiencies; instances of noncompliance with laws,
regulations, or policies; and a need for improvement in practices and procedures that warrant
management’s attention.

NOTEWORTHY FINDINGS

Findings

In August 2023, the Department of Economic and
Community Development (DECD) became aware that
the Federal Bureau of Investigation was investigating
fraudulent activity with the Small Business Boost
program. However, DECD did not report this fraudulent
activity to the Auditors of Public Accounts and the
Comptroller until after we inquired about it in May 2025
almost two years later.

A DECD grantee was the victim of a $300,000 wire theft
in December 2024. \We reviewed assistance agreements
between DECD and the grantee to determine if the
grantee complied with the terms and conditions of
the agreements and contracts and met the required
deliverables.

We found that DECD did not replace a departing
project manager overseeing a building renovation and
improvement grant that lacked required reports and did
not appear to have been completed by the end of the
budget period.

Two other grants, which also lacked required reports,
were intended to be used as specified in their application
budgets but did not actually have application budgets.

When the Social Equity Council (SEC) asked a recipient of
state funds to return $20,684 of unexpended grant funds
after the end of the project's budget period, the recipient
responded that it was working to secure its next payment
from DECD to enable it to return the unexpended funds.
The fact that the recipient did not have sufficient funds on
hand indicates it used the funds for unallowed purposes.

The documentation on file indicates that the SEC
accepted the recipients proposed course of action
instead of immediately notifying DECD so it could freeze
future funding pending an investigation and resolution of
the matter.

We found that $531,985 of $658,431 DECD issued in tax
credits under the Historic Homes Rehabilitation Tax Credit
Program were based on ineligible expenses, claimed
expenses that were not adequately documented, or
over the $30,000 cap. The ineligible expenses included
costs associated with updating, rather than restoring, an
upscale kitchen.

SEC did not have documentation on file indicating it
approved proposed awards to subrecipients for any of
the six Community Reinvestment Grant Program grant
managers. We also found that grant managers failed to
submit numerous required reports to SEC. Additionally,
$45,704 in unspent funds from three projects concluded
in June 2024 and September 2024, were not returned to
the state until after our June 2025 review.
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Recommendations

DECD should promptly notify the Auditors of Public
Accounts and the Comptroller of any actual or
contemplated unauthorized, illegal, irregular, or
unsafe handling or expenditure of state funds as
required by Section 4-33a of the General Statutes
(Recommendation 1).

DECD should strengthen internal controls to
ensure it adequately monitors grant recipients,
including obtaining required reports and
budgets, to obtain reasonable assurance
regarding the adequacy of their control structure
(Recommendation 2).

SEC should take immediate steps to freeze future
funding when it becomes aware that a recipient
has misspent funds pending an investigation and
resolution of the matter (Recommendation 19).

DECD should strengthen internal control over the
Historic Homes Rehabilitation Tax Credit Program,
recover the tax credits it was not legally authorized
to issue, and review its practice of including a
ten percent contingency in tax credit reserves
(Recommendation 16).

SEC should exercise adequate oversight over
the Community Reinvestment Grant Program
and ensure that internal control procedures are
operating effectively (Recommendation 20).
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