
State Small Business Credit Initiative Application 9 – Compliance and Oversight 
Applicant 
Name 

OMB Control # 1505-0227 1 

Please use pages 2 through 6 to describe the staff compliance and oversight. 

Staff Compliance and Oversight: Describe what reporting mechanisms, audits, or other 
internal controls and compliance activities (a) the applicant has in place or (b) need to be 
implemented to enable the applicant to conduct oversight and meet annual and quarterly 
reporting requirements for the proposed program(s). Please include information for all proposed 
programs. In addition, explain the steps you will take to promote a fair, competitive, and open 
selection and contracting process. These steps could include application and enforcement of the 
jurisdiction’s existing procurement and ethics policies, as well as new measures that your 
jurisdiction chooses to implement specifically for the SSBCI program. Examples of such policies 
to include limitation or disclosure of political contributions to the jurisdiction’s officials with 
authority to select SSBCI contractors; reporting requirements for lobbying activity, including 
lobbying related to the SSBCI contractor selection process or program implementation; or 
request-for-proposal policies to govern the process for evaluating bids for SSBCI-related 
contracts. Please provide your narrative on pages 2-6.  

Refer to the SSBCI Capital Program Policy Guidelines, Section VI. Approving States for 
Participation, subsection c. Contractual Arrangements – 12 U.S.C. § 5703(c); Section VII. 
Approving State CAPs, subsection f. Loan Purpose Requirements and Prohibitions – 12 U.S.C. § 
5704(e)(7); Section VIII. Approving State OCSPs, subsection f. Loan/Investment Purpose 
Requirements; and Prohibitions – 12 U.S.C. § 5705(f), and Section X. Reporting. 
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Monitoring and Mitigation will be developed using the following matrix: 
  

Compliance Category Monitoring Testing 
Frequency 

Fraud, Waste, and 
Abuse and Conflicts of 
Interest 

All employees of the Department of Economic and Community 
Development are required to annually sign, as a condition of 
employment, and comply with the department’s Policy on Fraud, 
Waste, and Abuse and its policy on Ethics, Conflicts of Interest, and 
Acceptance of. Contractor contracts include a Conflicts of Interest 
clause as part of the standard contract language. 

Annually 

 

Control and retention of 
records 

 

TNECD will maintain all financial documents, statistical records, and 
all records for five years after the program period ends. Annually 

Timely and accurate 
quarterly and annual 
reports 

TNECD will submit timely quarterly and annual reports per program 
requirements and ensure all partners and participants do so as well. 

Quarterly, 
Annually 

Proper Usage of, and 
Accounting for, 
Allocated Funds 

TNECD will actively monitor and manage this program to ensure 
proper usage and accounting of allocated funds by utilizing its current 
systems and procedures to review/approve fund payments prior to 
distribution 

Monthly 

Timely and accurate 
quarterly and annual 
reports 

CDFIs must remain in good standing with the U.S. Treasury’s CDFI 
Fund. Annually, qualifications are re-evaluated to ensure the 
Qualified Lender is in good standing with the regulators and program 
policy.   

Annually, 
Quarterly 

Investee certifications 
 

LaunchTN will obtain, review, and maintain a copy of each investee’s 
certification, including Sex Offender Certifications and Use of 
Proceeds certification as in (Appendices A, B and C of SSBCI National 
Standards); 

Monthly 

Investor compliance 
with Treasury and 
allocation agreement 
requirements 
 

LaunchTN will comply with written Allocation Agreement as guided 
by SSBCI National Standards 
 

Monthly 
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Timely and accurate 
quarterly and annual 
reports 
 

LaunchTN will submit complete and timely reports or risk default of 
the Allocation Agreement. 
 

Quarterly 
and 
annually 

Control and retention of 
records 

  

LaunchTN shall retain all financial records, supporting documents, 
statistical records, and all other records pertinent to the Allocation 
for a period of three years from the date of submission of the final 
quarterly report 

Monthly 

Documentation of 
subsequent Private 
financing 

  

LaunchTN will maintain and report amount of additional private 
financing as well as the rationale for determining that the subsequent 
private financing is the “cause and result” of the original SSBCI-
supported transaction for the length of the lifetime of the company’s 
operations in Tennessee but not less than 5 years after the end of the 
program period. 

Quarterly 
and Annual 

Accounting for use and 
allocation of funds 

  

LaunchTN shall maintain, review and report proper use of the 
Allocated Funds for the purposes and activities specified in the 
Allocation Agreement as outlined in Appendix D of the SSBCI National 
Standards 

Quarterly 

Conflicts of interest 
policy compliance 

  

 LaunchTN will not fund deals for which a conflict of interest exists. Monthly 

 

 


	ApplicantName: Tennessee Department of Economic and Community Development
	StaffComplianceOversightpg2: TN Department of Economic and Community Development
The Tennessee Department of Economic and Community Development, also referred to as “the department” or “TNECD” henceforth, is a state agency created by the General Assembly in 1972. TNECD's mission enhance Tennessee's competitiveness by driving job creation, generating economic growth and facilitating community development. One of the major tenants of the department's strategy is to develop dynamic diverse economies and thriving communities for generations of Tennesseans. The department is governed by its commissioner, who is appointed by the Governor, and its Executive Leadership Team which includes the department's own General Counsel. 
Additionally, TNECD employs its own legal and internal audit teams who work diligently to ensure the department's compliance with all state and federal policies and procedures. Over the years, the department has developed a robust set of systems and processes to ensure the highest standards in transparency, accountability and consistency for its grant programs.  The department's grants management includes the creation of a Grant Committee which approves each grant distributed by the department.
The department's grant program Directors facilitate grants management training for all grant's administrators, ensures compliance by completing annual risk assessments and ongoing grant monitoring, in addition to requiring mandatory monthly/quarterly/annual reporting depending on the grant program requirements. Also, during monitoring, compliance with Title VI is reviewed along with any additional federal requirements as guided by federal regulations.
 
LaunchTN
LaunchTN is governed by a Board of Directors comprised of 24 unpaid individuals who are appointed by the Governor, the Speaker of the House of Representatives, the Speaker of the Senate, and current members of LaunchTN Board of Directors. The state Commissioner of Economic and Community Development (ECD) serves ex-officio chairman. Eight board members have been appointed from the public sector and the majority of the board members represent the private sector.
The Board of Directors, through the Audit Committee with full board approval, formulates all financial policies, delegates administration of the financial policies to the President/CEO and the Director of Finance & Administration, and the Chief Strategy (Program) Officer reviews operations, programs and activities. LaunchTN follows the accrual basis of accounting and the organization's accounting policies and procedures are consistent with Generally Accepted Accounting Principles (GAAP); Generally Accepted Government Auditing Standards; the Accounting Manual for the Recipients of Grant Funds in the State of Tennessee; and Audits of States, Local Governments and Non-Profit Organizations.
 
LaunchTN has in place accounting and financial policies, procedures and controls that are designed to protect and secure the organization and ensure maintenance of accurate records of financial activities and compliance with governmental and private funding source reporting requirements. LaunchTN has adopted a written accounting policies and procedures manual to ensure best practices are in place and to mitigate financial and audit risk to LaunchTN and its funding partner, ECD. Any exception to the manual requires the approval of the President/CEO and the Board of Directors' Audit Committee.
 
In addition to an annual audit, all costs associated with LaunchTN's yearly contract with the state of Tennessee are reviewed monthly by ECD to ensure that all reimbursable expenses related to LaunchTN's mission are actual, reasonable and necessary. As a further safeguard, LaunchTN has engaged an independent accounting firm to review all financial statements on a quarterly basis in order to ensure the financial statements are prepared in accordance with generally accepted accounting principles.
 
Listed below are the following committees with oversight of LaunchTN finances:
 
	StaffComplianceOversightpg3: Executive Committee: The Executive Committee assists the Board of Directors in fulfilling its responsibilities by exercising the authority of the Board of Directors in the financial and operational management of the LaunchTN when the Board is not in session. The Committee is composed of five members of the board, including the Board Chairperson. The Committee meets as necessary, but not more than four times per year. No member of the Committee is in a position to receive, directly or indirectly, any consulting, advisory or other compensatory fees from LaunchTN or any of its subsidiaries or affiliates.
 
Audit & Compliance Committee: The Audit & Compliance Committee assists the Board of Directors in fulfilling its responsibilities for oversight of the quality and integrity of LaunchTN's financial management, including its accounting, auditing, internal control and financial reporting practices. The Committee meets periodically and provides updates to the board. The Committee is currently composed of four members. No member of the Audit & Compliance Committee is in a position to receive, directly or indirectly, any consulting, advisory or other compensatory fees from LaunchTN or any of its subsidiaries or affiliates.
 
LaunchTN contracts annually with an independent auditor to review the organization in accordance with Government Auditing Standards. The annual audit ensures LaunchTN's preparation and fair presentation of financials in accordance with generally accepted U.S. accounting principles. This includes the design, implementation, and maintenance of internal control relevant to the presentation and preparation of financial statements and that are free from material misstatement.
 
ECD and LaunchTN currently have the necessary auditing and reporting mechanisms in place to enable oversight and meet quarterly and annual reporting requirements. LaunchTN currently provides ECD with financial and programmatic reports on a quarterly basis under its existing contract with the state of Tennessee. 
 
LaunchTN's monthly invoice report for ECD will be modified and expanded to provide additional financial and programmatic details on the allocated SSBCI funds. Within 21 days after the end of each month, LaunchTN will provide ECD a report that details all activity under the Fund from the previous month including, but not limited to: number of investments made, documentation on COI, how the investment caused and resulted in new investment, funding allocated monthly, cumulative funding allocated, direct and indirect administrative costs, and program income generated. ECD will aggregate monthly performance information and complete the required quarterly reporting.
 
LaunchTN will designate an employee as the individual responsible for managing the day-to-day compliance activities of the BuildTN Fund Program. This person will verify the following: investee certifications, timely and accurate quarterly and annual reports, control and retention of records; required documentation, proper use and accounting of allocated funds and compliance with conflicts of interest requirements.
In addition, TNECD and LaunchTN will adhere to the SSBCI National Standards for Compliance and Oversight (the “National Standards”) with the following protocols:
   - Ensuring all books and records related to the use of allocated funds are available to Treasury and/or the
     Treasury Inspector General;
   - Complying with all administrative expense requirements, including OMB Circular A-87, and maintain
     substantiating documentation for all expenses; and
   - Complying with all data collection and reporting responsibilities.
   - Conducting and submission of third-party audits for findings, material weaknesses, or significant deficiencies 
     with a commitment to take corrective actions as required.
   - Allowing site visits, monthly, quarterly and annual status update reports, and/or regular conference calls with
     ECD to monitor progress
 
	StaffComplianceOversightpg4: LaunchTN will provide additional information to enable the completion of annual reporting requirements that includes the following information on the investments made with SSBCI funds:
    1. A unique investment identifier number, the census tract and zip code of the investee's principal location in
        that state;
    2. The total amount of venture capital and other financing invested or loaned, and of that amount, the portion
        that is from non-private support;
    3. The amount of venture capital provided by the state-sponsored venture capital fund program;
    4. Date of initial disbursement;
    5. The business's annual revenues in the last fiscal year;
    6. The business's Full Time Equivalent (FTE) employees;
    7. The 6-digit North American Industry Classification System (NAICS) code for each business's industry;
    8. The year the business was incorporated; and
    9. The estimated number of jobs created and the estimated number of jobs retained as a result of the
         investment;
  10. The amount of additional private financing occurring after the investment closing
 
See attached chart for detail.
 
 


