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The Honorable Kwame Brown, Chairman
Council of the District of Columbia

1350 Pennsylvania Avenue, NW, Suite 504
Washington, D.C. 20004

Letter Report: District of Columbia Agencies’ Compliance with Small Business
Enterprise Expenditure Goals through the 1st Quarter of Fiscal Year 2012

Dear Chairman Brown:

The Office of the District of Columbia Auditor (ODCA) examined and assessed
District of Columbia government agencies’ compliance with Small Business Enterprise
(SBE) expenditure goals through the 1st quarter of fiscal year (FY) 2012 (October 1,
2011 through December 31, 2011).!

OBJECTIVES, SCOPE, AND METHODOLOGY

The objectives of this examination were to:

1. determine District agencies’ SBE expenditures through the 1st quarter of FY
2012; and

2. determine District agencies’ compliance with SBE goal establishment and
expenditure reporting requirements.?

The examination covered the period October 1, 2011 through December 31,
2011. We did not conduct the examination as an audit as defined by the Government
Accountability Office’s Government Auditing Standards.

1 See D.C. Official Code § 2-218.41
2 See D.C. Official Code §2-218.53(a) and (b)
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In conducting this examination, we reviewed 80 agencies, offices or programs
that the Department of Small and Local Business Development {DSLBD) determined
were required to (1) procure 50% of their expendable budget for goods and services
from SBEs cach fiscal year and (2) submit quarterly SBE expenditure reports, as well
as an annual report to DSLBD and the Office of the D.C. Auditor.? For each agency,
we reviewed appropriated budgets, expendable budgets, and reported SBE goals. For
78 of the 80 agencies, we reviewed their SBE expenditures using the District’s System
of Accounting and Reporting {(SOAR) and the Office of Contracting and Procurement’s
Purchase Card Program (P-Card) data. Two of the 80 agencies, Events DC and the
University of the District of Columbia (UDC), have independent procurement authority
and do not record expenditures in SOAR.  Therefore, we were not able to
independently verify the submitted expenditure data for Events DC and UDC. We also
verified vendors in DSLBD’s CBE Online System, reviewed DSLBD’s QuickBase Data
Tracking System, and interviewed key staff from DSLBD and several District agency
liaisons responsible for SBE compliance reporting.

Expenditure Goals through the 18 Guarter

of Fiscal Year 2012,
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BACKGROUND

The Small, Local, and Disadvantaged Business Enterprise Development and
Assistance Act of 2005, as amended, {the Act] states that “it shall be the goal and
responsibility of the Department [of Small and Local Business Development] to
stimulate and foster the economic growth and development of businesses based in and
serving the District of Columbia, particularly certified business enterprises, with the
intended goals of:

(A) Stimulating and expanding the local tax base of the District of
Columbia;

(B) Increasing the number of viable employment opportunities for District
residents; and

(C) Extending economic prosperity to local business owners, their
employees, and the communities they serve.”

The Act tasks DSLBD with providing “advocacy, business development
programs, and technical assistance offerings” that will “maximize opportunities for
certified business enterprises to participate in:

(A) The District's contracting and procurement process;

(B) The District's economic development activities; and

(C) Federal and private sector business opportunities that occur in the
District of Columbia.”™

The Act also establishes the following categories of businesses: Local Business
Enterprises, Small Business Enterprises, Disadvantaged Business Enterprises, Local
Business Enterprises with Principle Offices Located in an Enterprise Zone, Resident-
Owned Businesses, Longtime Resident Businesses, Local Manufacturing Enterprises,
and Veteran Owned Businesses.

The Act requires each District agency to contract 50% of the dollar volume of its
goods and services to SBEs each fiscal year. Additionally, it requires agencies to
submit quarterly SBE expenditure reports to DSLBD and the Office of the D.C.
Auditor. The Act contains no expenditure requirements for the other categories of
businesses.

* See D.C. Official Code §2-218.13(a}
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RESULTS OF THE AUDITOR’S EXAMINATION

As of March 7, 2012, according to DSLBD’s QuickBase database, 80 agencies
had a total FY 2012 reported appropriated budget of $8,526,512,161 and a total
reported expendable budget for goods and services of $2,727,549,090. Based on the
expendable budget of $2,727,549,090 the FY 2012 SBE expenditure goal for the 80
agencies was $1,363,774,555.

The 80 agencies’ FY 2012 reported appropriated and expendable budgets and
reported SBE goals are listed in Appendix L.

15T QUARTER RESULTS

We found that the 80 agencies, as a whole, spent a total of $15,508,772 with
SBEs during the first quarter of FY 2012 or 1% towards the $1,363,774,555 total FY
2012 SBE expenditure goal for all of the 80 agencies. SBE expenditures for each of
the 80 agencies for the 1st quarter of FY 2012 are listed in Appendix [

Total expenditures of the 80 agencies on Local Business Enterprises, Small
Business Enterprises, Disadvantaged Business Enterprises, Local Business
Enterprises with Principle Offices Located in an Enterprise Zone, Resident-Owned
Businesses, Longtime Resident Businesses, Local Manufacturing Enterprises, and
Veteran Owned Businesses for the lst quarter of FY 2012 are presented in Appendix
I1.

To establish FY 2012 SBE goals, DSLBD required each agency to access
QuickBase, DSLBD’s electronic database containing all budget, SBE goal, and agency-
reported SBE expenditure data. DSLBD asked each agency to document, as an
exclusion in QuickBase, the items in their appropriated budget that the agency could
not reasonably be expected to obtain from SBEs. Upon DSLBD’s approval, the
QuickBase system subtracted the exclusions from the agency’s appropriated budget to
determine the agency’s expendable budget. To determine the SBE goal, the QuickBase
system multiplied the expendable budget by 50%. According to DSLBD’s QuickBase
database, as of March 7, 2012, 16 of the 80 agencies had not properly documented
their exclusions. Therefore, DSLBD calculated the SBE goals of the 16 agencies by
multiplying their entire appropriated budget by 50%. The 16 agencies that did not
properly document their exclusions are noted in Appendix L.

According to DSLBD’s QuickBase database, as of March 5, 2012, 29 of the 80
agencies did not submit the required quarterly expenditure report for the 1st Quarter
of FY 2012. The 29 agencies that failed to submit the required expenditure report are
listed in Appendix HI.
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Of the 80 agencies, 3 exceeded their reported annual FY 2012 SBE expenditure
goals by the end of the 1st quarter of FY 2012. All 3 agencies exceeded their SBE
goals by excessively large amounts, raising questions about the validity of the reported
expendable budgets of the agencies. The 3 agencies that exceeded their SBE goals are

presented in Table I.

Table 1

Agencies that Met or Exceeded Their FY 2012 SBE Expenditure Goal

1st Quarter SBE

Reported SBE

% of SBE Goal

Agency Expenditures Goal Achieved
1 Disability Compensation Fund $40,745 $158 25,870%
2 Elections and Ethics, Board of $78,131 $16,809 465%
3 Homeland Security and Emergency $462,199 $31,774 1,455%
Management Agency
Total $581,075 $48,741
RECOMMENDATIONS

1. Within 30 days of the release of this report, DSLBD should notify (1) the
Chairman of the Council Committee responsible for providing oversight of
the non-compliant agency, (2) the Chairman of the Council Committee on
Small and Local Business Development, and (3) the Mayor that the 29
agencies listed in Appendix III failed to submit the required expenditure
report for the 1st quarter of FY 2012.

2. Within 30 days of the release of this report, DSLBD should review the SBE
goals, procurement plans, and purchases of the Disability Compensation
Fund, the Board of Elections and Ethics, and the Homeland Security and
Emergency Management Agency.
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CONCLUSION

Based on our examination, we found that 80 agencies spent $15,508,772 with
SBEs toward their collective FY 2012 SBE goal of $1,363,774,555 through the 1st
quarter of FY 2012. The 80 agencies as a whole reached 1% of the total FY 2012 SBE
expenditure goal through the 1lst quarter of FY 2012. Of the 80 agencies, 3 met or
exceeded their FY 2012 expenditure goal, spending $581,075.

Sincerely,

(D~

Yolanda Branche
District of Columbia Auditor

M
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APPENDIX 11l
Agencies That Failed to Submit the 1% Quarter FY 2012 Expenditure Report, as of March 5,
2012

Agency
1 Advisory Neighborhood Commissions
2 Asian and Pacific Islander Affairs, Office on
3 Auditor, Office of the D.C.
4 | Cable Television, Office of
5 Chief Medical Examiner, Office of the
6 Contract Appeals Board
7 | Contracting and Procurement, Office of
8 | D.C. Taxicab Commission
9 | Disability Rights, Office of
10 | District of Columbia Public Charter School Board
11 | Education, Deputy Mayor for
12 | Employee Appeals, Office of
13 | Finance and Resource Management, Office of
14 | Forensic Laboratory Technician Training Program
15 | Health and Human Services, Deputy Mayor for
16 | Health Care Finance, Department of
17 | Housing Finance Agency
18 | Latino Affairs, Office on
19 | Motion Picture and Television Development, Office of
20 | Parks and Recreation, Department of
21 | Public Charter Schools, D.C.
22 | Public Employee Relations Board
23 | Public Safety and Justice, Deputy Mayor for
24 | Public Schools, D.C.
25 | Real Property Assessments and Appeals, Board of
26 | Retirement Board, D.C.
27 | Special Education Transportation
28 | Tenant Advocate, Office of the
29 | Transportation, Department of
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