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This is the fmt in a series of reports resulting fiom our review of SBA's efforts to 
expedite loan disbursements during its 90-in-45 Campaign. The campaign was 
initiated in the fall of 2006 to disburse funds on approximately 90,000 loans 
approved for Hurricanes Katrina, K&, and Wilma within 45 days. We initiated 
the audit in response to an employee complaint that loans processed during the 
campaign were disbursed conbary to borrowerst wishes. The complainant stated 
that SBA pressured case managers to rapidly make disbursements to meet 
production goals and gave cash awards to teams with the greatest number of 
disbursements. 

The objective of this audit was to determine if SBA disbursed loan proceeds 
c o n w  to borrowers' wishes. To assess this, we interviewed the complainant and 
officials from the Processing and Disbursrnent Center (PDC) in Fort Worth, 
Texas. We abo interviewed three borrowers who the complainant identified as 
receiving disbursements contrary to their wishes and selected three judgmental and 
two statistical samples that resulted in our interviewing an additional 205 
borrowers. We also reviewed entries in the Disaster Credit Management System 
@CMS) to determine if case managers contacted borrowers prior to disbursing 
funds. 

We conducted the audit from November 2006 through February 2007 in 
accordance with Government Auditing Standards as prescribed by the Comptroller 
General of the United States. A more detailed description of our audit scope and 
methodology is provided in Appendix I. 



BACKGROUND 

The Small Business Administration (SBA) provides direct disaster loans to help 
homeowners, renters, businesses and nonprofit organizations return to pre-disaster 
condition. SBA disaster loans are the primary form of Federal assistance for non 
fm, private sector disasm losses and are the only form of SBA assistance not 
limited to small businesses. 

In 2005, Gulf Coast Hurricanes Katrina, Rita and W i h a  caused more than 
$1 18 billion in estimated property damage and, as of September 30,2006, SBA 
approved more than 158,000 disaster loans totaling about $1 0.6 billion to 
iridividuals and businesses that suffered losses from the Gulf Coast hurricanes, 
However, as of September 30,2006, SBA had only disbursed $3.1 billion, or 
30 percent of the loans approved. Because rebuilding efforts had progressed 
slowly, questions arose about whether SBA ' s disbursement process was too slow. 
'To reduce the backlog of loans, on October 2,2006, SBA initiated the 90-in-45 
Campaign. The campaign's name referred to the god of disbursing funds on the 
backlog of 90,000 plus loans associated with Hurricanes Kabina, Rita, and Wilma 
within 45 days. 

Key objectives of the 90-in-45 Campaign were to: 

Accelerate contact with all recipients of approved, undisbursed, and 
inactive disaster loan files; 

Restructure the existingLoanProcessingand Disbursement Center (PDC) 
in Fort Worth, Texas into five responsive, customer-centric, production 
teams; 

Focus on simplifying support services and removing barriers to readily 
assist the production teams in their efforts; 

Assign a defined and manageable portfolio to one person, a case manager, 
and hidher processing team; and 

Encourage, recognize, and reward employee performance. 

As part of the campaign, performance goals were developed and awards were 
distributed to recognize and reward employee performance. Twice during the PO- 
in-45 Campaign, the PDC made awards to teams that had the most disbursements. 
The PDC processes all disaster loans and uses an automated system, the DCMS, to 
provide real-time information and paperless processing of disaster loan 



applications. Generally, secured loans are disbursed in stages that correspond with 
borrowers' needs and how they have spent prior disbursements. 

RESULTS IN BRIEF 

Of the 208 borrowers, we found 7 instances where disbursements were made 
contrary to borrowers' wishes. Ln two instances, the borrowers informed us that 
disbursement checks were mailed without any prior notification, h the other five 
instances borrowers asked SBA not to disburse loan funds or to delay 
disbursements, but SBA disbursed the funds. Six of the borrowers retuned the 
loan disbursements and the other borrower decided to keep the funds. While the 
number of instances we identified were small and do not reflect a widespread 
problem, any disbursements made contrary to boirower wishes is inappropriate as 
it financialIy encumbers the borrower and can impact hisher access to credit 
elsewhere. 

In all cases where the borrower returned the checks, loan balances were 
appropriately reduced. We also found one example where a borrower stated that 
she was forced to make a decision within 30 minutes or the loan would be 
cancelled. In this case, the borrower decided to accept the loan. We plan to 
conduct additional work to determine whether borrowers were pressured into 
making on-the-spot decisions and if loans were unnecessarily cancelled. 

According to PDC management, case managers were not required to contact 
borrowers prior to disbursing loans because disbursements are generally a 
consequence of the borrower submitting loan documents or receipts. However, we 
noted that in many cases SBA bad not heard from the borrower in several months 
or had not received additional documents needed for disbursement. Contacting 
borrowers prior to the disbursement of disaster funds provides SBA a final 
opportunity to determine whether the borrower still has a financial need and 
eliminates the need for borrowers to return unwanted checks and SBA to adjust 
loan balances that are in error. 

As part of the 90-in-45 Campaign, SBA established production goals to monitor 
employees' performance. Performance goals were based on a mathematical 
calcuIation of the number of loans that had to  be processed to reach the 90,000 in 
45-day goal, and not on an assessment of the time needed to reasonably handle the 
volume of loans. Therefore, there was no assurance that goals could be met 
without sacrificing customer service and adherence to SBA loan requirements. 
Further, because many case managers held temporary positions, production goals 
became an issue of job security. For example, we were told by a temporary case 
manager that most case managers were fearful that if they did not disburse enough 
loans, they would be replaced. While the goals were intended to get disaster funds 



in the hands of borrowers quicker, they may have inappropriately influenced case 
managers to disburse funds that borrowers did not want. 

Twice during the 90-in-45 Campaign, the center also gave cash awards to teams 
that made the largest number of disbursements. Using cash incerltives based 
solely on the volume of disbursements can lead to hasty decisions to meet 
production goals with Iess attention paid to quality customer service and 
adherence to SB A 1 egal requirements. Consequently, production standards should 
be based on realistic data and cash incentives associated with loan processing 
should also reward customer service and sound disbursement decisions. 

On April 13,2007, we provided SBA with our draR report for comment. On April 
16,2007, SBA provided us with their fomd response, which is contained in its 
entirety in Appendix Ill. SBA generally concurred with the findings and facts as 
discussed in our report and concurred with our recommendations. Our 
recommendations and a summary of SBA's response can be found on page 7 of 
this report. 

RESULTS 

A Small Number of Loans Were Disbursed Contrary to Borrowers' Wishes 

We reviewed 244 loans and contacted 208 borrowers1 to determine if loan 
disbursements were made contrary to borrowers' w-ishes. Only one of the three 
borrowers referred to our office by the complainant received disbursements 
contrary to their wishes. In total, 7 borrowers stated they received loan 
disbursements totaling about $1 36,000 which they did not want at that time. 
While the number of instances we identified were small and do not reflect a 
widespread problem, any disbursements made cdntrary t o  borrower wishes is 
inappropriate as it financially encumbers the borrower and can impact hisher 
access to credit elsewhere. 

Six borrowers returned the checks, and SBA reduced the loan balances 
accordingly. The other borrower decided to keep the disbursement. (Detailed 
borrower comments and a chronology of events are provided in Appendix TI.) 
In two instances, the borrowers told us that disbwsement checks were mailed 
without prior notification from SBA. For example, one borrower stated that no 
one called her before she received a $25,000 disbursement check in the mail. The 
borrower returned the hnds  to SBA and requested the loan balance be reduced. 

' We did not interview borrowers for 36 loans btmuse The loans were ~ c c l l c d  or fully disbursed prior to the start of 
the 90-in45 campaign. 



In the other five instances, borrowers asked SBA not to disburse Ioan funds or 
delay disbursement, but SBA ignored the borrowers' wishes and disbursed the 
funds. For example, on September 1 8,2006, a borrower told SB A that she did not 
want the loan as she would be receiving a state grant. Despite this request, SBA 
disbursed $ 2  0,000 to the borrower on October 20,2006, and contacted the 
borrower only after it was too late to stop issuance of the check. The borrower 
returned the $10,000 and cancelled the  loan. 

In April 2006, another borrower told SBA he only wanted enough money to pay 
off his mortgage and did not want the additional $40,000 disbursement for 
personal property. However, on October 10,2006, SBA scheduled a full 
disbursement. Later that month, the borrower notified SBA he would be returning 
the $40,000 check. 

We also found an instance where a borrower was pressured into making a decision 
on a loan. In thjs case, the borrower stated she was given 30 minutes to accept the 
loan or i t would be cancelled. According t o  the SBA case manager, because the 
borrower was undecided, she contacted her team leader for guidance. The team 
leader instructed the case manager to disburse the loan or someone else would, and 
that the borrower could always re- the check if unwanted, While the borrower 
agreed to ultimately accept the loan disbursement, both the borrower and case 
manager acknowledged the pressure exerted on the borrower to accept the 
disbursement. We plan to conduct additional work to determine whether 
borrowers were pressured into making on-the-spot decisions and if loans were 
unnecessarily cancelled. 

We were told by center management that case managers were not required to 
contact borrowers prior to disbursements because disbursements are generally a 
consequence of the borrower submitting loan documents or receipts, However, we 
believe that SBA should have contacted the borrowers before disbursing funds 
during the campaign because in many cases SBA had neither heard from the 
borrower in several months nor received additional: documents required for 
disbursement. Also, according to entries in DCMS made by case managers, many 
borrowers had previously indicated they were undecided or did not want 
additional disbursements. 

We believe that contacting borrowers prior to disbursing disaster funds provides 
SBA a frnal opportunity to determine whether the borrower still has a financial 
need. It also prevents borrowers from having to return unwanted checks and SBA 
from having to adjust loan balances that are in error. 



SBA Rewarded Teams for the Most Number of Disbursements 

As part of the 90-in-45 Campaign, SBA established daily production goals md 
distributed awards to recognize and reward employees who made the largest 
number of disbursements. For example, the standard set for the number of 
disbursements made by a case manager was five a day. Twice during the 90-in-45 
Campaign, the PDC made cash awards to teams that had the most disbursements. 
Where Team awards were issued, all team members including case managers, 
team attorneys and support staff were issued $100 cash awards, Individuals cited 
for highest overall disbursements (regardless of team performance) received $100 
as well, apart from the Team awards. Otber awards were issued as $50 spot 
awards for specific acts of excellent customer service or for going above and 
beyond what was expected to resolve an issue or assist a borrower. In toial, these 
awards amounted to over $48,000. 

We were told by PDC managers that performance goals were based on a 
mathematical calculation of the number of loans that had to be processed to reach 
the 90,000 in 45-day goal, and was not supported by baseline data on processing 
times for the various activities needed to coordinate a disbursement. This was 
because center roles and staffing were restnzctured during the campaign, and data 
on processing times under the old structure would not have been relevant to the 
center's current operations. While relevant baseline data may not have existed for 
measuring the reasonableness of goals established under the campaign, SB A also 
did not perform an mdysis to determine whether the center could reasonably meet 
the production goals without sacrificing customer service and adherence to SBA 
loan requirements. 

While the goals were intended to get disaster funds in the hands of borrowers 
quicker, they may have inappropriately influenced case managers to disburse 
funds that borrowers did not want. We found that because many case managers 
held temporary positions, production goals became an issue of j ob securiw. For 
example, we were told by a temporary case manager that most case managers were 
fearful that if they did not disburse enough loans, they would be replaced. 

Although SB A officials told us they stopped the awards program in 
November 20 06, we believe that goal-r el ated financial incentives and undue 
pressure placed on case managers who feared losing their temporary positions 
contributed to disbursements being made contrary to borrowers' wishes. Using 
cash incentives based solely on the volume of disbursements can lead to hasty 
decisions to meet production goals with less attention paid to quality customer 
service and adherence t o  SB A legal requirements, ConsequentIy , production 
standards should be based on realistic data and cash incentives associated with 



loan processing should also reward customer service and sound disbursement 
decisions. 

We recommend that the Associate Administrator for Disaster Assistance: 

1 .  Ensure that when addressing fhture disbursement backlogs where 
borrowers are undecided or have not been in recent contact, that an attempt 
to contact the borrower is made prior to disbursement to determine whether 
disaster funds are stiH needed. The loan file should also be documented in 
DCMS to that effect. 

Enswe in fiiture campaigns that performance goals and associated awards 
are based on reasonable time frames that consider customer service and 
legal requirements. 

AGENCY COMMENTS AND OFFICE OF INSPECTOR GENERAL 
RESPONSE 

On April 13,2007, we provided the SBA with our draft repod for comment. On 
April 16,2007, SBA provided us with their formal response which is contained in 
its entirety in Appendix 111. SBA generally agreed with our facts and findings and 
we consider their comments to be responsive to our recommendations. SB A also 
provided additional comments on the details in the report. 

SBA suggested that the wording for recommendation 2 be changed to ensure that 
in future campaigns, performance goals and associated awards be based on both 
numerical and quality standards. We still believe that any goals or awards should 
be based on customer service and legal requirements, A1though;the intent of the 
90-in-45 Campaign was to significantly reduce the backlog of undisbursed loans 
and get the needed funds into the hands of Gulf Coast disaster victims, our audit 
showed that sometimes disbursements were made to customers who did not w-ant 
the funds or who wanted the disbursements delayed. Furthermore, it is essential 
that during any campaign, SBA continues to ensure that legal requirements are 
met, 

SBA also took issue with the section heading, "Loans Were Disbursed Contrary to 
D orrowers' Wishes" because it may lead readers to conclude that there may be 
widespread probiems. We agreed with SBA and revised the section heading. 



SBA also stated that the consequence of issuing funds that a borrower does not 
want is inconvenient, at most, and that to correct and reverse a disbursement does 
not impair or financially impact the borrower beyond the act of returning the 
funds. However, until the borrower returns the unwanted funds, helshe is 
fmancidly encumbered by the loan. For example, our discussions with the one 
borrower who decided to keep the fmds showed that he wanted the disbursement 
one month later. He decided to accept the funds and pay interest for that month 
rather than to try to delay the disbursement and risk the loan being cancelled. 

SBA further stated that pmduc~ion goals were not established to monitor 
employees' individual performance; and therefore, job security- cannot be directly 
related to the campaign. However, we found that although individual performance 
standards were not changed, employees had the perception that if they did not 
meet campaign goals their jobs would be at risk. Many of the case managers held 
temporary appointments, and when interviewed, most case managers were fearful 
they would be replaced if they did not disburse enough loans. 

SBA also stated there was no sliding scale of awards on teams going horn highest 
disbursement to lowest. We adjusted our wording in the report to reflect SBA's 
differing awards. Finally, SBA stated that the position title "loan officer" should 
be changed to "case rn anager," and we revised the wording accordingly. 

We appreciate the courtesies and cooperation of Office of Disaster Assistance 
representatives during this audit. If you have any questions concerning this report, 
please call me at 2 0 5 - E d  or Susan Bader, Director, Disaster Pmpams 
Group at (202) 



APPENDTX I. SCOPE AND METHODOLOGY 

To assess the complaint, we interviewed the complainant, borrowers, and various 
SBA officials, including the PDC Director, Deputy Director, and Center Counsel. 
We also interviewed case managers, attorneys, paralegals, the Collateral Cashier, 
and employees located in the Check Order D e p w e n t .  
Our review consisted of tests from six different sets or samples of loans that were 
processed by the Fort Worth Processing and Disbursement Cerrter during the 90- 
in-45 Campaign, which extended from October 2,2006, through November 4, 
2006. The Ioms we reviewed are described in the tabIe below: 

Tabk 1. Loan Samples Tested 

*We reduced the judgmental sample by the 25 loans and 1 txception that were found in both the statistical 
and judgmental sample so that these loans would not be counted twice, 

We did not project the results of either statistical sample because only one 
exception was noted in one sample, and none were noted in the other sample. We 
also reviewed S13A's eIectsonic loan files in the Disaster Credit Management 
System (DCMS) for information regarding the loan chronology (which annotates 
SBA's contact with the borrower and the work that SBA does on the loan), 
disbursement information, and any modification information. In all six cases 
involving the return of checks by the borrower, we checked to see if the Xoan 
balance was  appropriately reduced. 



APPENDIX I. SCOPE AND METHODOLOGY 

We also conducted telephone interviews with borrowers for all the  samples except 
sample 2. For sample 2, we reviewed the electronic loan files in DCMS and found 
that 36 of the 47 loans were cancelled or fully disbursed prior to the start of the 
90-in-45 Campaign. Therefore, we interviewed the remaining 1 1 borrowers. 
Appendix I1 contains the results of o w  interviews with borrowers. 
Our audit was performed from November 2006 through February 2007 in 
accordance with Government Auditing Standards as prescribed by the Compkoller 
General of the United States. 



APPENDIX II. SUMMARY OF SEVEN LOAN D'ISBURSEMENTS 
MADE CONTRARY TO BOWXOWER WISHES 

Loan Number I 
Amount 
Disbursed 

S 16,000 
Borrower Comments 

SBA called the borrower to inform 
him that r pmial subsequent 
disbursement had been initiakd, 
The borrower told SBA that he had 
previously requested that all 
subsquent disbursemems be 
delayed until he was ready to move 
into his new residence. The SBA 
officer told the borrower that "it 
was too late to  stop the 
disbursement." 

Summary of Entries Found in SBA's 
DCMS Loan Files 

July 2 1,2006: Borrower requested that 
SBA disburse only $10,000.' 

August 2,2006: Borrower notified SBA 
that he would not need the rest of his 
loan mil he was ready to move to his 
new home, and would contact SBA 
when this occurred. 

Oct 1 2,2006 : Initiated disbursement. 

Oct 25,2006: Disbursement schedu1ed. 

Oct 3 1,2006: SBA called borrower to 
inform him abot  the disbursement, but 
borrower requested the disbursement be 

The borrower stated that no one 
called her before she received the 
subsequent disbursement check in 
the mail. The borrower returned 
t h e  funds to SBA and asked that 
her loan be reduced by the amount 
of the disbursement. 

Nov 3 , 2 0 0 6 :  SBA called borrower to 
say it was too late to  stop the 
disbursement. 

Oct 4,2006: Initiated disbursement. 

oa 5,2006: Disbursement scheduled. 

Oet 12,2006: Borrower called and was 
given the address for returning the 

I disbursement check. 



APPENDIX 11. SUMMARY OF SEVEN LOAN DISBL'RSEMENTS 
MADE CONTRARY TO BORROWER WISHES 

b a n  Number 1 Disbursed I Borrower Comments 
510,000 1 Tht borrower previously told SB.4 

she did not want to receive any 
disbursements because she had 
been approved for the state grant 
program, SBA disregarded her 
request and mailed her an initial 
disbursement. Although she was 
notified by phone about the 
disbursement, it was too late to 
stop the disbursement that had 
slready been scheduled. The 
borrower returned the funds to 
SBA m d  cancelled her loan. 

The borrower stated that SBA had 
been "ovrrxealous." Although the 
borrower was approved for an 
$83,100 loan, he only needed 
$25,000, which was the amount of 
his initial disbursement. He did 
not request any additional funds. 
When SBA called to inform him 
that an additional $25,000 had 
been scheduled for disbursement, 
he told SBA that he did not want it, 
He was told that when he received 
the disbursement check to return it 
to SBA and also submit his wrinen 
request to reduce his loan amount. 

Summary of Entries Found in SBA's 
DCMS b a n  Files 

Sept 1 8,2006: Borrower returned phone 
call to SBA, informing SBA that she 
would be receiving a state grant. 

Oct 19,  2006: Initiated disbursement 

Oct 20,2006: Disbursement scheduled. 
Borrower identified as being a g m t  
recipient of $48,033. Case Manager 
called h m w c r  who told SBA rhat she 
was told by another SB A employee that 
ber loan would bt held for 6 months to 
find out if she rweived the state grant. 
Again borrower asks SBA to call her 
back in a week or two, while she finds 
out more details about the state grant. 

Oct 24,2006: Another case manager 
d l e d  the borrower to explain tbat the 
grant would present a duplication of 
benefits issue. Borrow again asks that 
SBA not make a disbursement until she 
receives her state grant. 

Oct 25,2006: State grant review 
completed. Later that day, borrower 
called SBA to say she received SBA's 
initial disbursement of $10,000. Since 
she didn't want the loan disbursement, 
she was told to return the check. 
Oct 5,2006: Disbursement iniriated and 
scheduled. Later that day, SEA called 
borrower to inform him about the 
subsequent disbursement. Borrower 
scated he wanted the loan reduced to the 
amount that was previously disbursed-- 
$25,000. He was told it may be too late 
to stop the disbursement check, 

Oct 14,2006: Borrower called and 
requested information on where to retun 
the disbursement check. 



APPENDIX II. SUMMARY OF SEVEN LOAN DISBURSEMENTS 
MADE CONTRARY TO BORROWER WISHES 

Amount 

approved for $8 1,700, he on1 y 
wanted $4 1,700 to refinance a 
m o w g t .  He previously 
informed SBA that hc did not 
want the $40,000 for personal 
property. SBA disregarded his 
request and disbursed thc entire 
$8 1,700. He returned the $40,000 
to SBA and the loan was reduced 
by that amount. 

I Summary of Entries Pound in SBA'r 
DCMS Loan Files 

I April 10,2006: Borrower callbd SBA 

l and said that he only wanted enough 
money to pay off his mortgage, 

.4pril29,2006: Borrower called and said 
that he only wanted to refinance 
mortgage. 

I July 5,2006: Case manager called 
borrower and borrower again rqutsted a 1 refman- loan. 

July 29,2006: Borrower returned call to 
SBA, stating that he only wanted tbe 
amount needed to pay off his mortgage. 

Sept 8,2006: SBA isfi a message 
- requesting escrow agem information 
i 

Sept 9,2006: Borrower called to provide 
escrow agent information. 

Oct 10,2006: Initiated and scheduled full I disbursement. 

Oct 25,2006: Borrower called SBA, and 
stated he did not want the $40,000 
disbursement for personal property and 
that the disbursement check would be 
returned. 



APPENDIX XI, SUMMARY OF SEVEN LOAN DISBURSEMZNTS 
MADE CONTRARY TO BORROWER WISHES 

Amount I 
Disbursed 1 Borrower Comments 

$1 0,000 I The borrower had previously 
requested that her interest r& be 
lowered and did not want ha loan 
disburstd until the interest rate 
request was approved. However, 
an initial disbursement of S10.004) 
was made by SBA. The borrower 
statcd that no one called her 
before she received the 
disbursement check in the mail. 
The borrower returned the funds 
to SBA. Since SBA did not 
reduw her interest rate, she 
requested to cancel the loan. 

1 Summary of Entries Found in SBA's 
DCMS Loan Files 

I May 5,2006: Borrower called SBA to 1 fmd out terms of her loan. 

I June 19,2006: Disbursement initiated. 

June 20,2006: Entry made ta indicate 
that borrower will be contacted about an 
electronic funds transfer. Disbursement 
scheduled. 

June 23,2006: Borrow called SBA 
requesting lower interest rate. She w a ~  
told to write a letter. 

June 24,2006: SBA received 
June 16,2006 letter from borrower 
rquesting a lower interest rate. 

June 26,2006: SBA rectivcd another 
ltner from borrower requesting a lower 
interest rate. 

July 14,2006: Borrower called SBA to, 
say she received initial disbursement 
check for S 10,000, but does not want it 
unless SBA lowers the interest rate. 

Oct 7,2006: Borrower called SBA to  say 
she is returning the disbursement check 
and loan cancellation form. 

I 1 1 Oct 14,2006: Cheek received. 



APPENDIX 11. SUMMARY OF SEVEN LOAN DTSBURSEMENTS 
MADE CONTMRY TO BORROWER WISHES 

1 Amount 
LoanNumber 1 Disbursed 

1 $1 0.392 

I I Summary of Entries Found in SEA'S 

called to inform her about the 
initial $10,392 disbursement, she 
was upset that it would have to be 
repaid to FEMA. She requested, 
"some time t o  h n k  it over." 
However, she received the check 
in the mail with FEMA as the co- 
payee within a week of the phone 
call to  SBA. She kept the check 
for about 3 months, thinking that 
as long as she didn't endorse and 
return the check, she hadn't 
accepted the loan. She later 
decided to  cancel the loan. 
Although, SBA's electronic file 
annotated the phone call with the 
borrower, it did not indicate that 
the borrower asked for time to  
decide whether or not she would 
accept the loan. 

i Borrower Comments 

and scheduled. Later that day, SB.4 
spoke with the borrower and provided 
information on FEMA grant repayment 
options. 

DCMS b a n  Files 

June 27,2006: SBA sent FEMA check 
via Fed Ex to borrower for borrower's 
endorsement. 

j The borrower said when SBA [ June 22,  2006: Disbursement initiated 

Sept 27, 2006: Borrower called SBA to 
request cancellation of the loan. 

Oct 16, 2006: Check received. 



APPENDIX UI. AGENCY COMMENTS 

Dale: 

To: 

From: 

U. S. SMALL BUSINESS ADMINISTRATION 
WASHIHOTON, D.C. 20418 

Debra S . Ritt 
Assistanct lmqmm General for Auditing 

Herbert L. Mitchell, Assmi& A h i n k h a t o r  
Oi3- of Disestg Assistance 

Subject: M Report on fbe Rwiew of B m w m  Acceptance of Disbuncmmts 
Project No. 7404 

The above mentioned report made nuo recommendations with respect to disaster loan 
disbursemglts. 

Recommendation 1 

Ensure that when addressing future disbmemnt backlogs whtre h o w e r s  are undecidd or 
have not been ia recent contact, an attempt to  contact the h o w e r  is made prior to tht 
disbursement to determine w b  disaster funds art still mdcd. The lm Wt should also be 
d o c k t e d  in DCMS to that &st. 

Response I :  

We agrtt with this recommendation. 

Ensure in the future campaigns that performance goals and apsociated awards ate based on 
m n a b l e  time frames that consider customer service and legal requirements. 

We generally with this r e c o m r n ~ o a  but suggest &at it be chaagtd to read as follows: 
"Ensure in the fume campaigns that pzrformance goals and associated a d  be bared on both 
numerical and quality standards". 

A& ional Commefits: 

The subtitle on page 4 - " h s  WUF Disbursed Con- to' Borrowtrs' Wisbts" is not 
reflective of the fmdings and may lead rcaders of the reprt to conclude that there may be 
widespread problems which is exactly opposite of your findings. I suggest that t h i s  subtitle be 
changed to - "A Small Number of Loans Were Disbursed Prior to Contacting the Borrower". 



APPENDIX 111. AGENCY COMMENTS 

Tberr was no sliding scale of awards on 'learns goiug from highest disbursmmt to lowest as the 
repmt mzites on page 5 .  Where Team a d  were issud, dl team members i a c l e  case 
mamgm, team artorncys and gupportstaBwtrt issued $100 cash awards. Individuals cited for 
high& overall disbursements (regwdltss of team p r f o r m w )  d v c d  $100 8s well, apart 
h m  the Team awards. Other awards of $50 were issued as spot awards for specific acis of 
exceUcnt cllstomer strvicc w otbtrwist going above and bey& in a specific situation to resolve 
an i sm  or assist a borrow. 

Tht rcprt the number of instances yon identified wert small and do mt reflect a 
widcsprtad problem however the report gtatcs my disbursements made a n t m y  to bmwm 
w i s h  is inappropriate as it financially mamk the barrower and can impact h i d m  access to 
credit elsewhere. The report does achmwlcdgt that h e  fmdings do not esiabiish a pa- of 
intdonal or widespread &ork to ignore those wishes. The cansequence of iissuing these funds 
to a borroww that rids to repair or replace disaster darnage property is incowcnicnt at most. 
To correct and reverse a disbursement dots not impair or financially impact the hrrower kyond 
the act of returning the fimds. Additionally, each hrrowcr signed a Loan Authorization and 
Agmment that cantaim a disbursement pamgraph that "Disbursements will be made by 
and at the M o n  of SBA Counstl, in acwrdaucc with this Loan Authorhiion a d  
Agreement d the general requirements of SBA." I agree that contacting each and every 
bom,wu prior to a disbursement would create the most favorable customer service condition, 
bowever in responding to a camsbophit tvmt SBA made d i s b ~ r s m m ~  whenwer possible, 
assuming this was in the best in- of the borrower and their racavcry efforts. 

As part of the 90-in-45 Campaim SBA's did not establiih production goals to  monitor 
employees' performance as sta id  in. the repi t  SBA established production gods to increase 
rhc number of disbumments made to  hmwers. SBA did not change, modify or alter my 
critical elements on any mployees' P a s o d  Business Commitment Plan (PBC) to quatc the 
volume of disbwsemmts camplettd with their agrcd upon critical elements. Since tbe 
Cmpaijp~'~ production goals were not relevant to tht employe's PBC rating, job security can 
not be d k d y  related to the Campaign 

The use of the pasition Gtle "loaa o&&' is usad to  identify t h e  persons taking the disbursement 
&ions in this dfaft report Since the inception of the 90-h-45 campaign and continuing, 
disbursement decisions are made by case managers. The majority of case managers, in terms of 
position titles. a~ attomcys and paralegal specialists. There were some loan officers holding 
case manager assignments, but for accuracy, clarity and d h c y  purposes, each use of the 
phrase "lorn officer'' sholdd h changed to "case uauager". 

I apmiate  the opportunity provided to rwpond to this b R  audit report. Lf you have any 
questions umccming this response please call me at 202-205.E~Lor J- ~ivera at 
202-619 L X * ~  

Associate Adminimtor 
for Disaster Assistance 




