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This October 19, 2010 revised version of the Report is the same as the one
publicly released on October 5, 2010 except that we have included information
that was unintentionally omitted from the Management Comments section.
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APPENDIX IV. MANAGEMENT COMMENTS
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MEMORANDUM
DATE: September 23, 2010
TO: Debra 8. Ritt
Assistant Inspector General for Auditing
Office of lspector General
FROM: Jess Kuox

THROUGH: Bugene Cornelius [FOIA ex. 6]

SUBJECT: Response to Draft Aud{t Report on “The Colorado District Office’s
Servicing of 8(a) Business Development Program Participants”
Project No. 10003

The Office of Field Operations (OFQ) and the Colorado District Office (DO) welcome the
opportunity to comment on the findings reported in the Draft Audit Report on “The Colorado
District Office’s Servicing of 8(a) Business Dévelopment Program Participants™ (Project No.
10003).

OFQ reviewed the findings and recomuiendation of Project No. 10003 and concurs on some of
the conclusions and non-conenrs on others. First, it is important to emphasize that the period of
tire covered by this report is bifurcated by a change in leadership in the DO. The draft report
contains the resulfs of an OIG review of the DO based on a complaint received in July of 2009
alleging violations by the office in the administration of the §(a) Business Development (BD)
program made between March 2007 and June 2009, The leadership in the DO transitioned in
2008, when the agency hired District Director. Second, the Colorado District Office (DO)
services a portfolio of over two hundred 8(a) companies and, while there were some concern
with staffing and resource levels in March 2007, since that time the leadership and staffing levels
have experience considerable and positive change.

Currently, the DO has added new staff. The current staff has received training and has been
provided with numerous learning opportunities. The change in leadership has made a big
difference in the management and control of the DO, and the BDS’s skills have been enhanced
through training opportunities, strategic planning, and increased communications. Additionally,
the DO has engaged in process improvements and more improvements are planned.

Most notable is that the Office of Inspector General concluded many of the original complamts
be unsubstantiated.
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OFQ believes the concerns related to access restrictions have been resolved, and in large part had
been caused by miscommunication and misunderstandings. And while the tracking of actions
and communications via CRM is worthy and ought to be pursued, OFO will conduct an analysis
to determine whether or not the process will have the most beneficial result and not raise other
issues or problems,

The Colorado District office views the report as an improvement opportunity and it intends to
embrace the legitimate outcomes of this report for purposes of continued improvement.

Please note that SBA recomumends a clarification of the last paragraph on page 6 which continues
on to page 7, or striking ot of the first full sentence on page 7, which states, “In total, over $6.5
million in procurements were accepted Inuppropriately on the firm’s hehalf.” (emphasis not in
original). If the firm had been suspended in conjunction with a termination action or if it had
been offered sole source opportunities, but the fixm had failed to submit the financial statements,
then SBA had the authority to deny the award based on the suspension, pursuant to 13 CFR

§ 124.305; or ineligibility based on failure to submit financial statements pursuant to 13 CFR

§ 123.503(c)(1). It is not clear from the facts whether the contracts were competitive or sole
source and whether or not the firm was suspended, Baged on the facts present in the report
regarding termination, it appears that the firm was not recommended for termination; so,
arguably, it was not suspended. If the awards were the result of competition and the firm was not
suspended then SBA acted appropriately with regard to the contract awards. SBA conceded that
there may have been a lost opportunity to recommend the firm for termination, but describing
SBA’s actions as inappropriate is not consistent with the rules on contract eligibility and thus
should not be described as such.

0IG RECOMMENDATIONS
We recommend that the District Director, Colorado District Office:

1. Immediately recommend for termination the firm identified in the report that has
continued to refuse to comply with the 8(a) financial reporting requirements in
accordance with sections (2) and (7) of 13 CFR 124.303.

2. Minimize or eliminate restrictions on participants’ aceess to the district office.

3. Ensure that all 8(a) firms are assigned to a Business Development Specialist.

We recommend that the Associate Administrator for Field Operations:

4. Immediately require the Colorado District office use CRM to track requests from 8(a)

firms and monitor CRM status repowers for the office to ensure that requests are

addressed timely.

5. Determine the adequacy of training provided to BDSs in the Colorado District Office and
waork with the Office of Business Development to address any training shortfalls.
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Require the District Director to submit a plan outlining steps that will be taken to address
the servicing issues addressed in the report including the termination of the firm, and
ensuring that all 8(a) firms have access to the-district office during regular business
hours.

Annually administer nationwide customer satisfaction survey for all 8(2) firms, using an
independent third party and tie the results to district directors” annual performance rating.

Review staffing levels of all the district offices to ensure that BDSs can devote the time
needed to adequately service their 8(a) participants.

SBA RESPONSE

1

»

Non-concur. The firm in question submitted the required documentation and andited
financials for 2007 & 2008 and is up to date on the reporting requirements. The potential
grounds for termination addressed in the report no longer exist. The DO will continue to
monitor the firms in the 8(a) portfolio for compliance and take appropriate action
(recommendation for termination and suspension) ag required,

Concur and addressed. There are no restrictions on participants’ access to the district
office.

Concur and addressed. All participants in the 8(a) BD program are assigned a Business
Development Specialist.

Ongoing. The CRM system is not fully operational, but the OFO intends to use CRM as 2
resource tool once the system is in place. In the meantime, OFO will ensure that the
current procedures for customer service are followed by the BDSs in all $BA DOs.

Ongoing. OFO has conducted continuous raining sessions for the BDSs through in
person assistance and throngh quarterly Ready Talk sessions administered by subject
matter experts through the Office of Business Development, In July 2010, the OFO
hosted a lead BDS training in which teams of subject matter experts were brought
together to develop and implement training modules for the use of new hires and
continued learning education. The OFO is committed to rolling out the training program
in fiscal year 2011.

Please see response to items 1 and 2,

Customer satisfaction surveys are considered by OMB to be data collections and are
therefore subject to the Paperwork Reduction Act. OFO defers to the Office of the
Administrator in determining whether or not the Agency will develop a customer
satisfaction survey, whether it is administered throngh a third party, and how the district
directors are rated and what performance criteria is evaluated.

.Ongoing,.
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