Wnited States Senate

WASHINGTON, DC 20510

June 14, 2011

The Honorable Eric Holder
Attorney General

U.S. Department of Justice
950 Pennsylvania Avenue NW
Washington, D.C. 20530

Dear Attorney General Holder:

Through a report released by the Small Business Administration’s Inspector General (SBA
1G), it has come to our attention that the Department of Justice (DOJ) has declined to prosecute cases
referred by the SBA IG. These cases involve serious crimes including theft, embezzlement,
conspiracy, counterfeiting, corruption, bank fraud, and more. Despite the SBA IG’s work in
identifying these cases, the DOJ has not brought these alleged criminals to justice.

The report provided by the SBA IG (which is attached) shows that, between October 2010
and March 2011, 17 cases were investigated by the SBA IG and deemed significant enough to be
passed on to DOJ. In every single instance, the DOJ declined to prosecute these cases, allowing
individuals accused of defrauding the Small Business Administration (SBA) and the American
taxpayer to walk free, allowing them to continue to commit crimes. In fact, in one instance, the SBA
IG’s office referred a single case containing all of the following alleged crimes: false claims, false
entries, false statements, forgery, passing bad checks, counterfeiting, mail fraud, and wire fraud.
Despite the eight alleged crimes cited, the DOJ declined this case.

Out of a total estimated outlay of $3.818 trillion this year for the federal government, only
$985 million of that is budgeted for the SBA — but this small agency plays a critical role in helping
small businesses obtain capital, contracting opportunities, and counseling. Small businesses create
two of every three new jobs in America, spur economic growth, and spark new industries across the
country. As the economy continues to struggle and unemployment again rises above nine percent, it
is vital that the SBA’s mission is not compromised by fraud.

With this in mind, it is imperative that DOJ partner with the SBA IG to protect the SBA’s
program integrity. Every possible loss recovery must be attempted, and crimes against the SBA and
the American taxpayer, must be punished.

If would-be criminals know there is a threshold amount of money they can steal, or a number
of offenses they can commit, without facing justice from the SBA or DOYJ, this will create a serious
moral hazard, and jeopardize the taxpayers’ investment in SBA programs. As we continue to
conduct oversight of the SBA and DOJ in our respective committees, we look with concern upon the
cases that DOJ declined or deemed unsubstantiated. Please provide the following information to
assist in our oversight efforts:



1) What factors caused the DOJ to decline prosecuting the cases in the attached report? (Please
specify the factors in each individual case attached.)

2) Did the SBA IG convey how much money the SBA was defrauded in these cases?
o Ifso, how much?

3) Is there a threshold dollar amount that the DOJ uses when considering whether or not to
prosecute cases referred to it by the SBA 1G?

o If so, what is that threshold?

o If not, what is the lowest dollar amount recovery that the DOJ has made in a
successfully prosecuted case from 2000 to the present?

4) Prosecuting false statement crimes may be of less consequence to other agencies, but for the
SBA they can lead to seriously misappropriated funds. Does DOJ consider false statement
cases to be lower priority than other crimes commonly perpetrated against other agencies?

o If not, what efforts has the DOJ made to facilitate the prosecution of these cases?

5) What actions, aside from increased staffing, could Congress potentially take to help ensure
that those who defraud the SBA are prosecuted and brought to justice?

As the Ranking Members of the U.S. Senate committees responsible for oversight of the
SBA and the DOJ, we are concerned that the SBA may not be receiving fair consideration by the
DOJ. This may be due to SBA’s comparatively smaller recoverable amounts than might be possible
in cases referred by, for example, the Departments of Defense or Health and Human Services. We
hope that as you navigate the challenge of balancing the DOJ’s priorities despite a limited budget,
you will place a high priority on prosecuting cases submitted by the SBA 1G.

Thank you for your cooperation and attention to this matter. We would appreciate a response
by June 24, 2011. Please contact James Gelfand on Ranking Member Snowe’s staff at 202-224-
7884 and Chris Lucas on Ranking Member Grassley’s staff at 202-224-5225 with any questions.

Sincerely,
Olympia J. Snowe Charles E. Grassley
Ranking Member Ranking Member
Small Business and Judiciary Committee

Entrepreneurship Committee



£0d Aq pauteaq

pnerq
211 M /PreL] [eN

SumRINUNO/SHIAND
peq Suissed/A19810

UOTIEN[RARIBAQ/SALIUY
as|eg/sunep) aseq

I-€6+0-60-T1A-S

£Od Aq paulpQ

Sjuaue)§ 2sjeq

1-6620-01-14-S

pajenueIsqnsu()

Sjuatualels asjeJ

[-6£20-01-1d-S

(1A 2% [eUTILIO) fO Aq Paul[od

UONEN[BASISA()/SLIUT
as|e /SwIe[] as[e]

I-#L00-60-D0-4

£OQ Aq pau2Q SJUSWAE}S IS[e UOIEN[BARIIAQ)/SILIUF T-6S€0-L0-Td-M
as|e J/suirel)) asje
pajeluelsqnsu y pnesq jueg sjuawael§ as[ed Koendsuo) 1-€£20-80-19d-M

[0d Aq paul[23q

sjuaudels as[eq

1-8L00-L0-Td-M

f0d Aq paurpag

sjuau)elS asje{

I-6££0-L0~Td-M

10d Aq paulpaaq

SUEMEIEN

1-€800-50-Td-M

f0d Aq pautjeag

PEL] I A/PREL] [TEN

Sjuauuae)g asjeJ

1-8010-80-1O-M

[0d Aq paulaq

SHUILINeIS 35|e

1-8910-80-TA-M

104 Aq paurpaq

uondniio)Juswazzaqu ey ]

1-01£0-80~TA-M

palenuUE)sqNsun

NOILLISOdSIa

¥ NOLLVODATTY

€ NOLLVDAT1Y

ZTNOLLVDATIV

SJUAWIAIEIS AS[E,]

I NOLLVDATIV

I-9€20-01-Td-M

HADIIAN ASVO

4090499 A10171dNd LON 1102-1¢€-¢€ OL 0102-1-01 SHSVD ddSO1D




{0d Aq pautpa(

sluawels asjed

I-£820-80-DD-H

pajenuelsqnsun)

sjuatixie)g asjeJ

I-6£00-0F-Td-M

[0d Aq pautpaQg

sjuauiaje)g asjeJ

I-1¥20-01-1d-M

{0d Aq paurpag

pnes yueq

pnel 195eyoR UL

sjuswAje)§ Is[e]

Aselidsuo)

I-0LE0-L0~TH-D

£0d Aq pautag

uondniIo)/ US| ZZaquIg /oY ],

pnel1] yueg

1-88€0-60-"19-D

[0d Aq pauipa

SIUAW)E]S 3S[E]

I-1200-60~T14-D

[0d Aq paulpaqg

prel] yueg

Suswe)§ asje g

I-16£0-60-T14-D

10d Aq paul[a3q

NOILISOdSId

4

NOLLVOATIV

ENOLLVOATIV

ENOLLVOATIV

uondnuo)jusiua[zzaqugAiey L

I NOILVODATTV

I-E120-90-10-S

HIAIINAN ASVD




