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Honorable Mayor and Members of the City Council: 
 
This performance audit of the city’s Minority and Women Business Enterprise (MBE/WBE) program was 
initiated at the request of the City Council.  This audit focuses on the major functions of the city’s 
MBE/WBE programs: certification of firms, contract goals, performance monitoring, and reporting of 
results.   
 
Firms have voiced frustration with the time - on average 115 days - it takes to be certified as an 
MBE/WBE and report losing out on contracting opportunities as a result.  The Human Relations Division 
reports that most certification applications are submitted without adequate supporting documentation, 
while firms report that the division loses documentation.  All certification files do not contain 
documentary evidence supporting proper certification.  The division does not provide instructions and 
explanatory information with the application form.  In addition, it has not developed written policies and 
procedures for processing applications nor established certification deadlines.  
 
Departments are generally dissatisfied and mistrustful of the goal setting processes.  Some departments 
believe that their expertise, experience, and responsibilities are disregarded.  Goals setting and approval 
of contractor utilization plans takes time and sometimes delays the contracting process.  Goals may not 
always reflect actual availability or an understanding of projects by division staff and can increase 
contract costs.  Departments understand their responsibilities for obtaining goals and including goals in 
solicitation materials.  They are less clear, however, about their responsibilities to assist contractors in 
navigating other portions of the division’s process and the authority the division has to modify 
departmental submissions. 
 
Neither the city manager nor the director of the human relations division have published utilization and 
progress reports required by resolution and ordinance.  While division staff have begun implementing a 
new internet-based reporting and verification system to be used by prime and subcontractors, the division 
does not routinely verify contractor’s self-reported information.  Nor has the city enforced the liquidated 
damages provisions when contractual MBE/WBE commitments were not met. 
 
Costs associated with the city’s MBE/WBE/DBE program have been included in the overhead charges for 
some city construction projects, although many of the certified firms are not in construction-related 
businesses.  While some entities do charge firms a certification fee, the city does not.  Although the 

                                               



Missouri Regional Certification Committee’s DBE certification procedures prohibit imposing an 
application fee, neither the Code of Federal Regulations nor the city’s code contain such a prohibition. 
 
Both department staff and certified MBE/WBE firms have reported problems working with some 
members of the division staff.  Some members of the division’s staff have reportedly voiced biased 
opinions, acted in a biased manner, discouraged firms from seeking certification for some industries, and 
attempted to intimidate others.    
 
This audit includes recommendations for improving the timeliness and effectiveness of the certifications 
and goals processes; charging fees for certification; and improving Human Relations’ customer service. 
 
We shared a draft of this report with the city manager and the director of the human relations division on 
February 18, 2009.  Management’s responses are appended.  We would like to thank the Human 
Relations Division, other city staff, and local businesses and organizations for their assistance with this 
audit.  The audit team for this project was Linna Hung and Nancy Hunt. 
 
 
 

Gary L. White 
City Auditor 
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Introduction 
 
 
_____________________________________________________________________________________ 
Objectives 

 
We conducted this audit of the Minority and Women Business Enterprise 
(MBE/WBE) Program under the authority of Article II, Section 216 of 
the Charter of Kansas City, Missouri and at the direction of the City 
Council’s Finance and Audit Committee following a partial waiver of the 
city’s MBE/WBE goals for the Sprint Arena project.   
 
A performance audit systematically examines evidence to independently 
assess the performance and management of a program against objective 
criteria.  Performance audits provide information to improve program 
operations and facilitate decision-making.1

 
This report is designed to answer the following question: 
  

• Do city departments and contractors follow the city’s 
MBE/WBE guidelines outlined in the municipal code and 
contract guidebook to encourage minority and women owned 
business participation in city contracts? 

 
 

_____________________________________________________________________________________ 
Scope and Methodology 

 
We conducted this performance audit in accordance with generally 
accepted government auditing standards.  Audit methods included the 
following: 
 

• Reviewing selected sections of Contract Central materials, the 
Code of Ordinances, federal regulations, and Supreme Court 
cases. 

 
• Reviewing the Human Relations Division’s and operating 

departments’ paper and electronic contracting files, and the 
division’s online directory and certification files. 

 

 
1 Comptroller General of the United States, Government Auditing Standards (Washington, DC: U.S. Government 
Printing Office 2003), p. 21. 
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• Interviewing Human Relations Division staff, staff from city 
departments, and MBE/WBE firms. 

 
No information was omitted from this report because it was deemed 
privileged or confidential. 
 
Our review focuses on the city’s MBE/WBE program.  The division also 
is responsible for the city’s Disadvantage Business Enterprise (DBE) 
program.  The division uses the same forms, database, and personnel to 
administer both programs.  Although some of our work includes 
comments related to both programs, we did not audit the city’s DBE 
program.    
 
 

_____________________________________________________________________________________ 
Background 

 
In 1989, the Supreme Court questioned the validity of a city’s minority 
business enterprise program in City of Richmond v. J.A. Croson 
Company.  As a result, disparity studies were conducted nationwide by 
public entities to investigate and document the existence of disparities or 
discrimination in their jurisdictions. 
 
In 1994, the City of Kansas City co-sponsored a disparity study with the 
Kansas City, Missouri, School District.  The study found that minority 
and women owned business enterprises received significantly fewer 
contracts and contract dollars than expected, given their availability in 
the market.   
 
In order to address this disparity, the city developed a Minority and 
Women Business Enterprise Program.  The program was enacted under 
Chapter 38 of the city’s Code of Ordinances on March 7, 1996.  The 
most recent revisions became effective January 1, 2008. 
 
The city’s MBE/WBE program applies to all agency2 or city 
construction contracts in excess of $275,0003 and all other agency or city 
contracts in excess of $117,000, for which the majority is paid out of city 
funds or in which an agency is a party.  Personal services contracts, 
emergency contracts, and petty cash funds are not subject to the program 
requirements. 
 

2 An agency is defined by Code of Ordinances, Kansas City, Missouri, Sec. 38-84(2), for the purposes of the city’s 
MBE/WBE program, to be “Any public or private entity that receives sixty-six percent (66%) of its funding from the 
City or any entity with the authority to recommend City tax increment financing or City tax abatements.” 
3 The threshold for construction contracts was set at $250,000 for 2008, increased to $275,000 for 2009, and will 
increase and remain at $300,000 beginning in 2010. 
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The city requires that each department director and agency head use 
good faith efforts to achieve citywide MBE/WBE goals by encouraging 
businesses to seek certification; advertising and notifying certified 
MBE/WBE firms of contracting opportunities; and working with the 
director of the Human Relations Division to shape contracts to enhance 
participation opportunities.  (See Exhibit 1.)  

 
Exhibit 1.  Citywide MBE/WBE Goals 

MBE/WBE 
Classification 

 
Construction 

Professional 
Services 

Other 
Services 

Materials & 
Supplies 

African American 9% 8% 13% 9%
Hispanic American/Latino American 5% 3% 3% 3%
Native American/ Asian American/ 

Pacific Islander American 
1% 2% 2% 2%

White Women 7% 8% 10% 9%
Source:  Code of Ordinances, Kansas City, Missouri, Sec.38-86. 

 
Citywide goals are the goals for total MBE/WBE participation in 
contracts.  Citywide goals are not intended to limit contracting 
opportunities.  Individual contract goals should be flexible and 
determined on a contract-by-contract basis.  Individual contract goals are 
usually set as a single combined goal for minority firms and a separate 
goal for women firms.    
 
Goals for city construction contracts with an estimated cost of more than 
$275,0004 are recommended by the director of the city’s Human 
Relations Division and established by the Fairness in Construction 
Board.  The division director sets the goals for all other contracts as 
required.   
 
When goals are set for a contract, bidders or proposers must meet or 
exceed the goals, or request a waiver and provide evidence of good faith 
efforts to meet the goals.  The division director may recommend a full or 
partial waiver of contract goals when the bidder or proposer has not met 
the goals despite its good faith efforts.  The City Council may waive 
contract goals when it is in the best interests of the city.    
 
The city’s MBE/WBE program requires that departments or agencies 
make reasonable efforts to enhance participation opportunities for 
qualified MBE/WBE firms.  Minority and women owned businesses 
seeking recognition as an MBE or WBE firm must be certified by the 
division.  Any person or business not certified by the division is not 
considered to be an MBE or WBE for program purposes. 

                                                      
4 The threshold for construction contracts was set at $250,000 for 2008, increased to $275,000 for 2009, and will 
increase and remain at $300,000 beginning in 2010. 
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The city’s Human Relations Division is responsible for certifying 
eligible businesses as minority or women owned firms; setting goals for 
individual contracts to ensure certified firms participate in the city’s 
contracting opportunities; and monitoring and reporting utilization. 
 
A person or enterprise seeking the city’s MBE/WBE certification must 
demonstrate that: 
 

• It is at least 51 percent owned, managed, and independently 
controlled by one or more minorities or one or more women;  

 
• It is an existing for-profit business with a real and substantial 

presence in the Kansas City metropolitan area; 
 

• It has suffered from past race or gender discrimination in the city 
and in the applicable trade or industry;  

 
• It meets the business size standards of 13 CFR 121.201 and the 

city’s ordinance as of the date of the application5; 
 

• It has the skills and expertise to perform as a subcontractor in the 
work for which it is seeking certification. 

 
The division is also responsible for the city’s Disadvantaged Business 
Enterprise (DBE) program.  A DBE must meet the federal program 
requirements.  The requirements are similar to those of the city’s 
MBE/WBE program except the firm must be owned, managed, and 
controlled by one or more individuals who are both socially and 
economically disadvantaged; and the net worth of the owners is limited.   
 
As of July 30, 2008, the city’s online directory included 735 businesses 
certified by the division with 1,196 certifications.  Forty percent of the 
firms were certified as MBEs, and 26 percent as WBEs.  All but 26 firms 
were certified as DBEs.  (See Exhibit 2.)   
 
 
 

 
5 Under section 38-100.4(t)(2) of the Code of  Ordinances, a firm that grows to exceed the business size standard 
may be retained in the MBE/WBE program for three years after the division notifies the firm that it has graduated 
from the program.  A DBE firm must be within the business size standards. 
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Exhibit 2.  City-Certified Firms as of July 30, 2008 
Firms Certified Certification Type 

Number Percentage 
Minority Business Enterprise 296 40%
Women Business Enterprise 190 26%
Disadvantaged Business Enterprise 709 96%
Airport Concessionaire Disadvantaged 

Business Enterprise  
1 .1%

Total Businesses Certified 735
Total Certifications 1,196

Source:  HRD Online Directory (Duplicate entries deleted.6)  
 
 

                                                      
6 The number of firms is the count of individual firms listed in the directory by certification type.  The directory 
sometimes contained more than one entry for a single firm under a single certification type.  When this occurred, we 
counted the firm’s certification only once.  For example, if firm ABC was listed in the directory twice with an MBE 
certification, we counted the firm as only a single MBE firm.  Most of the duplication was related to differing 
certification and expiration dates. 
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_____________________________________________________________________________________ 

Findings and Recommendations 
 
_____________________________________________________________________________________ 
Summary 

 
Firms seeking Minority or Women Business Enterprise (MBE/WBE) 
status and city departments contracting for goods and services both 
complain that the city’s processes take too long.  The division has not 
developed written instructions for firms applying for MBE/WBE 
certification or written policies and procedures for staff to follow in 
certifying firms or setting individual contracting goals.  The division and 
city manager have also not reported MBE/WBE program information as 
required by resolution and ordinance. 
 
In recent years, the division has taken steps to improve consistency in 
written certification documentation, file organization, and the online 
directory of MBE/WBE firms.  The city’s code sections related to 
MBE/WBE/DBE processes and requirements have also been revised.  
While some improvements have been made, more remains to be done. 
  
The director of the human relations division should develop written 
policies and procedures; adopt the application form and instructions 
contained in the CFR for DBE applicants for use in the city’s 
MBE/WBE/DBE programs; use the standard time frames developed for 
DBE application processing; improve contract monitoring; improve the 
communications and understanding between contracting departments and 
division staff; charge fees for certifications; and establish and strengthen 
the division’s customer service perspectives.   
  

_____________________________________________________________________________________ 
Standards Need to Be Established for Certification Process  

 
Firms have voiced frustration with the time it takes to be certified as an 
MBE/WBE or DBE and report having lost out on contracting 
opportunities because they were not certified in a timely manner.  
Certifications could be processed more efficiently if the city used the 
application, instructions, checklist, and explanatory information required 
by the Code of Federal Regulations (CFR) and adopted the processing 
time frame requirements of the CFR and Missouri Regional Certification 
Committee.  Written policies and procedures should also be adopted to 
support consistency in processing and documentation. 
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Certification Can Take a Long Time 
 
Firms have voiced frustration with the time it takes for the city to process 
MBE/WBE/DBE applications.  On average, it took the division more 
than three months to certify firms that submitted applications in 2007.  
Firms report that they lost out on contracting opportunities because they 
were not certified in a timely manner.      
 
Firms have voiced frustration with the time it takes for the city to 
process applications.  In 2007, the division received 200 new 
certification applications.  As of May 2008, no determination had been 
made for 63 of the new applications, 17 were denied, 38 were 
permanently closed, 4 were withdrawn, and 78 of the businesses were 
certified.  Certification took from 18 to 326 days, with a majority of the 
certifications taking more than 90 days.  (See Exhibit 3.)   
 
Exhibit 3.  Calendar Days to Certify Firms Applying in 2007 

Firms Certified within Time frame 
Calendar Days to Certify Number Percent 

Less than 30 days 11 14%
31 – 60 days 15 19%
61 – 90 days 9 12%
91 - 180 days 25 32%
181 – 326 days 18 23%

Total 78 100%
Source:  HRD 2008 Master Certification File May 14, 2008 and CAO calculations. 
 
According to the Human Relations Division’s Contracting Guide 2007, 
published for vendors and companies interested in pursing city contracts, 
the certification process takes approximately 30 days.  Only 14 percent 
of the firms that submitted an application to the city for certification in 
2007 were certified within 30 days. 
 
Certification delays may prevent participation in contracting 
opportunities.  Firms report that they have lost out on contracting 
opportunities because they were not certified in time to participate as an 
MBE/WBE firm.  In order to credit a firm’s participation toward the 
city’s MBE/WBE participation goals, the firm must be certified by the 
date that the response to the solicitation is due.  Contractors seeking 
contracts with other area entities also want MBE/WBE firms to be 
certified before including them in the contractor’s solicitation response.  
With about a fourth of the certifications taking six months or more to 
complete, it is not surprising that firms report contracting opportunities 
have been lost.    
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Inadequate Documentation Can Delay Certifications  
 
The division closes most certification files at least temporarily because 
complete documentation is unavailable for review.  According to 
division staff, most applicants fail to submit all of the required 
documentation with their application.  According to applicants, 
submitted documentation is lost by the division.  The application form 
used by the city does not include instructions or explanatory information 
that could assist potential applicants.  In addition, the application form 
used by the city is not the application form required by the Code of 
Federal Regulations for DBE certifications. 
 
Division staff claim most applications lack adequate documentation.  
In order to be certified as a minority, woman, or disadvantaged business 
enterprise by the division, businesses are required to complete an 
application, supply supporting documents, and have a site visit.  The 
division reports closing files when complete supporting documentation is 
not available for review.  Most applicants’ files are set aside or 
temporarily “administratively closed” during the certification process.  
Division staff administratively closed about 90 percent of the new 
applications for certification received in 2007.  

 
Applicants claim the division loses documentation.  Applicants have 
complained that they submit the requested documentation and are later 
asked to provide the same documentation.  While the division now has a 
standard method of filing documentation, there is no way to verify 
whether or not documentation was submitted or lost.  
 
Instructions should be included with the certification application.  
Neither the application form on the city’s web site nor the form provided 
by division staff to walk-in MBE/WBE applicants contain instructions on 
how to complete the multi-page application.  The application also fails to 
define who is eligible to be certified.  The director of the human relations 
division should develop and include instructions and explanatory 
information with MBE/WBE certification application materials to assist 
firms in completing applications, knowing what documentation is 
needed, and understanding whether or not the firm qualifies for 
certification. 
 
The division should use the correct application form.  The city uses 
the same application form for the certification of disadvantaged (DBE), 
minority (MBE), and women (WBE) business enterprises.  Since July 
2003, the Code of Federal Regulations has required that agencies 
certifying DBE firms use the Uniform Certification Application.7  The 
 

7 49 CFR 26 Appendix F (2007). 
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Uniform Certification Application consists of the application and 
supporting documentation checklist, plus instructions, a roadmap 
explaining who should apply, links to additional pertinent information, 
and warnings related to providing false or incorrect information on the 
application.  The CFR requires the use of the Uniform Certification 
Application for DBE certifications “without change or revision,”8 but 
does permit agencies to request additional information to supplement the 
form with the approval of the operating administration. 
 
Although the city performs DBE certifications, they are not using the 
Uniform Certification Application.   To comply with federal regulations, 
ensure that certifications are properly documented, and give applicants 
adequate information on eligibility, potential liability, and a complete list 
of required documentation, the director of the human relations division 
should adopt the Uniform Certification Application for city processed 
applications. 
      
Human Relations Should Establish Certification Time Frames 
 
While the city has not established time frames for the MBE/WBE 
certification process, the Code of Federal Regulations (CFR) and the 
Missouri Regional Certification Committee (MRCC) both have 
established time frames for processing DBE applications.  Since the city 
currently uses the same applications for all three types of certifications 
and most firms are certified by the city as both DBE and MBE/WBE 
businesses, the city should adopt the processing deadlines used by the 
CFR and MRCC. 
 
The CFR limits processing times for certifying agencies.  Under 49 
CFR 26.83(k) the city must make decisions on applications for DBE 
certification within 90 days of receiving all information required by the 
CFR.  The time period may be extended once by written notice for no 
more than an additional 60 days.  Because firms are dissatisfied with the 
length of time it takes to become certified and because most MBE/WBE 
firms certified by the city are also DBE certified, the director of the 
human relations division should adopt the processing time requirements 
contained in the CFR.     
 
The MRCC limits the times for applicants to submit documentation.  
The CFR also requires that the city, as a recipient of Department of 
Transportation financial assistance participate in a Unified Certification 
Program.  The city has entered into a Memorandum of Understanding 
with other DBE certifying agencies in the state of Missouri forming the 
 

8 49 CFR 26.83(c)(7)(j) (2007).  There is an exception for Small Business Administration (SBA) firms certified for 
either 8(a)BD or SDB programs. 
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Missouri Regional Certification Committee (MRCC).  Rules from this 
committee also establish time frames for DBE applicants to submit 
required documentation. 
 
The Human Relations Division cannot certify a firm until it has reviewed 
the firm’s application and all necessary supporting documentation and 
conducted a site visit.  For DBE applications, the city must notify the 
applicant when documentation is needed, and under the MRCC’s rules, 
the applicant has 10 days to submit the requested information or offer a 
reasonable explanation for a delay.  If the information or justification is 
not received within 10 working days, a final request is supposed to be 
made via certified mail.  This final request gives the applicant 5 working 
days to provide the information.  Failure to submit the requested 
information at the end of 5 days will result in denial of the firm’s DBE 
application.  The Human Relations Division has not followed these 
documentation time requirements. 
 
The MRCC Certification Agreement states that agency compliance with 
the Unified Certification Process is necessary to maintain its success.  
The agreement also provides that any agency that fails to comply with 
the agreement’s minimum requirements may be subject to remedial 
measures including not accepting firms certified by that agency.   
 
To ensure that the DBE certifications performed by the division are 
recognized and to limit applicant confusion by adopting a consistent 
standard for DBE and MBE/WBE applications, the director of the human 
relations division should adopt the MRCC’s documentation time limits 
for applicants. 
 
Documentation in Some Certification Files Was Inadequate 
 
Some certification files were missing required documentation.  Not all 
files contained evidence supporting certification decisions.  In addition 
the MBE/WBE staff does not have written policies and procedures for 
the certification process. 
 
Some certification files were missing required documents.  We 
reviewed files for currently certified MBE/WBE firms to determine 
whether the division has adequate documentation to support certification 
decisions.  Several of the files reviewed did not contain required 
paperwork.  Missing documents included individual and business tax 
returns; business licenses; and salary schedules for officers, managers, 
owners, and directors of the firm.  Files for trucking firms certified as 
disadvantaged business enterprises also lacked required proof of 
insurance.   

10



Findings and Recommendations 

 

                                                     

 
Division employees report that the consistency of required 
documentation included in certification files has improved.  Division 
staff have standardized the documentation requested and how 
documentation is maintained.  Firms that may have been originally 
certified with an application and a note from the previous director are 
now being asked to provide required documentation as annual reviews 
and the three-year renewals are processed.   
 
The city inappropriately certified MBE/WBE firms located outside 
of the metropolitan area.  Documentation contained in files and 
instructions given to staff regarding the certification of MBE/WBE firms 
located outside the metropolitan area were inconsistent.  Certification 
files for several of these businesses do not contain adequate evidence that 
the firms qualified for MBE/WBE certification under the city’s 
ordinance.   
 
Four firms certified under the requirements of the city’s MBE/WBE 
ordinance prior to January 2008, did not have their principal places of 
business in the Kansas City area and their certification files did not prove 
by a preponderance of evidence a substantial effort to become a market 
participant.9  Revisions to the city’s MBE/WBE ordinance, which 
became effective January 1, 2008, establish more stringent requirements, 
but permits previously certified firms to retain their certification until 
their certification expires.  
 
Not all files contained evidence for certification decisions.  Some of 
the files reviewed contained recommendations from contract compliance 
officers to deny certifications for the firms; however, the firms were 
subsequently certified with no additional support for the decision or 
without information addressing the reasons for the original denial 
recommendation.   
 
The MBE/WBE program staff does not have written policies and 
procedures for the certification process.  Policies and procedures 
contribute to internal control activities that enforce management 
directives and are an integral part of achieving effective results.  The lack 
of written policies and procedures for the certification staff could lead to 
inconsistent certification practices, resulting in the certification of firms 
that do not meet the city’s eligibility standards or the rejection of 
qualified firms.   
 

9 Section 38-100.2 (b) of the Code of Ordinances.  “Such evidence may include, but is not limited to: contracts with 
entities located in the city; attempts to bid on or respond to solicitations from entities in the city; advertising the 
firm’s goods or services in the city; or any other activity designed to continually seek business opportunities in the 
city, such that the firm would likely be subject to the discrimination sought to be remedied by this article.” 
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In order to ensure complete and consistent certification practices, the 
director of the human relations division should develop written policies 
and procedures for processing MBE/WBE/DBE applications. 
 

_____________________________________________________________________________________ 
Departments Are Dissatisfied with Goal Setting Process 

 
Departments are generally dissatisfied and mistrustful of the goal setting 
process.  Goal setting and approval of contractor utilization plans can 
delay the contracting process.  Operating departments believe that their 
expertise and responsibilities are disregarded by the division during the 
goal setting process.  Goals do not always reflect actual MBE/WBE 
availability and can increase the cost of city contracts.  Departments 
understand their responsibilities for obtaining goals and including goals 
in solicitation materials.  There are, however, no written standards on 
how to complete forms; the authority that the division has in directing 
changes to departmental developed goal recommendations; or division 
and department responsibilities to assist contractors during parts of the 
contracting process.    
 
Goal Setting and Utilization Approvals Can Take a Long Time 
 
Departments build months into their contracting schedules to compensate 
for the time it takes to obtain MBE/WBE participation goals and 
utilization approvals.  The division requires departments to physically 
pick up goals rather than adopting electronic alternatives. 
 
Goal setting and utilization approvals delay city contracts.  Some 
departments build months into their contracting schedules to compensate 
for the time it takes to obtain MBE/WBE participation goals and 
utilization approvals.  While some MBE/WBE goals are set within the 
division’s goal of a 7-day turn-around, and the approval of Contractor 
Utilization Plans sometimes meets the division’s goal of a 14-day turn-
round, the division has taken months to set some goals and more than a 
month to approve contractor’s plans.  Although the division has taken 
steps to control the work flow within the division and focus on more 
timely setting and reviews of goals, the time taken for individual 
contracts varies and can exceed the division’s goals.    
 
The division requires some departments to physically pick up goals.  
Although the division wants to receive goal requests by email to track the 
receipt and assignment of goals to staff, the division is inconsistent in 
how it returns goals to departments.  Because of the division’s past 
experience with departments claiming that they did not receive goals that 
the division believed had been distributed, some departments must 
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physically send an employee or hire a courier to sign for the goal sheet in 
the division’s offices. 
 
The division will email departments a notification when goal requests are 
ready to be picked up, but will not email, fax, or mail goals to all 
operating departments.  With available methods of documenting 
electronic delivery of information, and to save time for departments and 
reduce trips to city hall, the director of the human relations division 
should develop a method of providing goals to departments without 
requiring departments to physically pick them up.    
 
Goals May Not Be Realistic  
 
The division’s online directory, which is used to identify potential 
MBE/WBE subcontractors, is not always complete and accurate.  The 
broad classifications used in the city’s directory, limited understanding of 
project requirements by division staff, and minimal consultation with 
departmental staff can combine to produce goals that do not accurately 
reflect the availability of certified firms that are ready, willing, and able 
to perform. 
 
The division’s directory is not complete and accurate.  In April 2008, 
21 of the 578 firms in the division’s online directory did not have an 
industry classification code attached to their listing identifying the type 
of goods and services they were certified to provide and 43 of the 
MBE/WBE firms did not have a current certification.  In addition, the 
North American Industry Classification System (NAICS) used to 
describe and classify the work performed by each certified firm can be 
too broad to identify the specific qualifications required for the project, 
giving the illusion of availability.   
 
The division maintains an online directory of MBE/WBE and DBE 
firms.  To be counted as an MBE/WBE firm on city projects, the firm 
must be certified by the division and listed in the division’s directory.  
The directory can be used by operating departments, contractors, and the 
public to identify available firms.  The city’s individual contract goals 
are determined by analyzing the number and types of qualified, certified 
firms available to perform work or portions of it.   
 
When assigning individual contract goals, ensuring only certified firms’ 
contract participation is counted, or attempting to identify potential 
subcontractors, a search of the division’s online directory could provide 
inaccurate information.  The director of the human relations division 
should ensure that the directory is complete and accurate. 
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Division staff do not always understand the proposed scope of work.  
Without a basic understanding of the goods or services being sought, the 
goals assigned by division staff may not be reasonable.  The division has 
separated work into segments when the items or service being purchased 
cannot be divided among firms.  In addition, the division has assigned 
both an MBE and WBE goal when the work will be performed by a 
single individual.  Without comprehending the essential elements of a 
project, work can be divided into segments that do not reflect the basic 
goods or services the department is seeking.  Although some division 
staff work with departments to understand project requirements when 
recommending MBE/WBE goals, others do not.     
 
The division seldom utilizes departmental project knowledge.  Some 
operating departments believe that division staff often disregard 
departmental expertise during the goal setting process.  The division has 
established goals that do not reflect actual availability of qualified firms, 
and without understanding the specific qualifications or specialized 
certifications needed for the engagement.  Some departments report 
contacting upper level Human Relations Division management for 
modifications of goals that are problematic.  Other departments’ staff are 
frustrated and report being powerless in the goal setting process.  They 
are resigned to a situation in which some division staff do not want to 
listen to or understand departments’ concerns.  In addition, departmental 
staffs were also concerned about the division’s disregard for budget 
constraints and operating and maintenance considerations when setting 
goals. 
 
Goals Can Increase Costs 
 
The cost of goods and services obtained from the city are sometimes 
higher because of MBE/WBE goals.  When the number of available 
certified subcontractors is limited, the demand for their services can 
result in higher costs.  
 
MBE/WBE goals can increase the cost of a contract.  There are costs 
to doing business with the city.  For projects that have an MBE/WBE 
goal, prime contractors are required to seek certified MBE/WBE 
subcontractors and both prime and subcontractors have reporting 
requirements.  Although in theory, the use of an MBE/WBE contractor to 
perform a portion of the contract could merely result in the performance 
of a discrete portion of a contract by the subcontractor, it can increase 
project costs and result in the rejection of lower cost vendors.   
 
Prime contractors with knowledge of the city’s processes will include the 
costs of fulfilling city requirements in calculating bids and proposals.  In 
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one service contract, a prime contractor added about 10 percent to his 
pricing when MBE and WBE goals totaling about 18 percent were 
assigned to a contract.  In another contract a department reported that 
they were unable to divide a contract between two vendors in order to 
reduce the city’s total costs and increase MBE/WBE participation 
because one firm did not meet the division’s good faith efforts criteria, 
while the second firm received a waiver.     
 
Subcontractors can wield power when there are few certified 
alternatives.   When the number of subcontractors within a service or 
product category is limited, contract costs can increase.  To meet the 
MBE/WBE goals for some contracts when availability of service 
providers is limited, subcontractors may only be willing to perform the 
work at a price higher than the price the prime contractor is willing to 
charge to perform the same task.  In some instances these unions result in 
subcontractors who do not believe that they have been given the chance 
to fully perform under the contract and prime contractors who believe 
that subcontractors have not provided timely performance.  These 
situations can cause tensions between the prime and subcontractors and 
increase costs.    
 
Procedures and Instructions for Goals Are Lacking   
 
Departments understand their responsibilities for obtaining goals and 
included goals in solicitation materials.  There are, however, no written 
standards describing how goal requests should be completed, the 
authority that the division has in directing changes to departmental 
developed goal recommendations, or division and department 
responsibilities.     
   
The division has not provided instructions for goal requests.   
Although departments report that there are unwritten rules on how some 
standard costs are to be segmented or not segmented for goal requests, 
there are no written instructions.  Written instructions should set basic 
expectations on what the division looks for in reviewing goal requests, 
explicitly state rules that are now used, and include an initial list of basic 
terms that are common to the segmentation of projects.  Instructions 
could also standardize submissions from departments, establish a 
common basis of understanding, and prevent delays in goal setting. 
 
Responsibilities and authority need clarification.  Departments voiced 
support for MBE/WBE participation in city contracting opportunities.  
Department staff understood the need to complete specific forms and 
when to include goals and standard forms and instructions with 
solicitation materials.  Department staffs were uncertain, however, about 
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department and division roles and responsibilities and the division’s 
authority during other portions of the process.  Department staff are also 
concerned about the independence of division staff since the division 
certifies firms, set goals, and approves contractor utilization plans. 
 
Operating departments do not agree with all actions taken by Human 
Relations Division staff.  Some division staff has refused to accept the 
goal request forms prepared by departments.  Some division staff have 
also changed the contract amount and the scope of work used as the basis 
for goal setting without talking to the department.  Such rejections and 
modifications can give subsequent reviewers the false impression that the 
department and division agree when they do not agree and are not 
required to agree.      
 
Without written policies, departments do not know what their role should 
be in monitoring contract participation.  Departments also did not want to 
inappropriately interfere, slow down the contracting process, or provide 
incorrect information to potential contractors, but report they are 
sometimes asked by contractors for assistance in working with the 
division.   
 
Instructions and procedures should be established after consultation 
with operating departments.  The MBE/WBE program would benefit 
from the development of written instructions and policies and procedures 
following discussions among departments to clarify and specify 
responsibilities of the division and operating department staffs.  The 
director of the human relations division should work with departments to 
better understand the contracting responsibilities and needs of operating 
departments; develop written instructions providing direction and written 
policies and procedures defining the responsibilities and authority of 
operating departments and the Human Relations Division during the 
MBE/WBE contracting process; and offer training on the MBE/WBE 
program and processes through the city’s Contract Training Academy. 
 

_____________________________________________________________________________________ 
Reporting, Monitoring, and Enforcement Need Improvement 

 
Neither the city manager nor the director of the human relations division 
has met the reporting requirements established by resolution and 
ordinance.  Although contractors have been required to provide monthly 
utilization reports, the information is self-reported and not verified.   
 
City contracts are supposed to include a liquidated damages clause that 
would apply when a prime contractor does not achieve MBE/WBE 
utilization levels included in the contract.  Although contracts have not 
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always met their contract utilization levels, the city does not usually seek 
liquidated damages.  
 
Management Did Not Report Required MBE/WBE Information 
 
Neither the city manager nor the director of the human relations division 
have fulfilled their MBE/WBE reporting obligations.  The city manager 
has not provided monthly reports to the City Council required by 
resolution.  The director of human relations has not issued quarterly and 
annual reports required by city ordinance.   
 
The city manager has not provided required monthly MBE/WBE 
progress reports to the City Council.  Resolution 060480, which was 
adopted in May 2006, directs the city manager to report to the City 
Council monthly “on the progress being made on the achievement of 
MBE/WBE goals and, if applicable, workforce utilization goals on each 
construction project on the Capital Improvements Management Office 
web site.”  The reports are to include the name and total budget by 
project; MBE/WBE goals; percentage of MBE/WBE cumulative dollars 
spent to total project budget; and the amount of dollars left in the 
proposed MBE/WBE and combined project budget.  Additional 
information related to workforce utilization goals is also required.  After 
we sent a confirmation letter asking the city manager to verify that he 
had not fulfilled the monthly reporting requirements of the resolution, the 
division’s web site was updated.  Monthly Contract Utilization Reports 
for July 2007 through April 2008 were added.  The utilization reports 
were not provided to the City Council on a monthly schedule and the 
amount of dollars left in the proposed MBE/WBE and combined project 
budget were not provided in the report.  The city manager should collect 
and report MBE/WBE information as required by resolution. 
 
The director of the human relations division has not provided 
quarterly and annual reports as required.  City ordinances require 
that the director publish an annual report10 for the city’s fiscal year for 
each city department and provide a quarterly compliance report11 to the 
city manager within 30 days after the end of the quarter.  The director is 
also to furnish assistance to the Fairness in Construction Board including 
providing interim reports and updating the annual report information 
within 30 days following the end of each quarter.12  
 

 
10 Code of Ordinances, Kansas City, Missouri, Sec. 38-100.5(c)(6).  Prior to the revision effective January 1, 2008, 
the director was required to complete the annual report by July 1 of each year. 
11 Code of Ordinances, Kansas City, Missouri, Sec 38-100.5(c)(7). 
12 Code of Ordinances, Kansas City, Missouri, Sec 38-100.5(c)(9). 
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The annual report is supposed to include the following for each city 
department and agency: 
 

• The number of contracts awarded and the total contract dollars 
awarded pursuant to such contracts; 

• The number of prime contracts awarded to WBEs and MBEs as 
identified by race and/or ethnicity and the total dollars awarded 
and paid pursuant to such contracts; 

• The number of subcontracts awarded to WBEs and MBEs as 
identified by race and/or ethnicity and the total dollars awarded 
and paid pursuant to such contracts; 

• A summary of total waiver requests submitted and the reasons 
waivers were granted or denied; and 

• The number of MBE/WBE firms certified by race and/or 
ethnicity. 

 
The quarterly compliance report requires: 
 

• The total number of contracts awarded and the total contract 
dollar amount awarded pursuant to such contracts;  

• The number of contracts awarded to qualified MBEs as 
identified by race and/or ethnicity and to qualified WBEs, and 
the total contract dollar amount awarded and paid pursuant to 
such contracts;  

• The director of human relations’ evaluation of the city’s progress 
toward meeting MBE/WBE utilization plans and any actions he 
or she intends to take to address any shortfall in meeting the 
goals established in such plans; and 

• Any other information as may be required by the city manager. 
 
After we sent letters to the director to confirm that the required reporting 
was not taking place, communications with updated information for May 
2003 through September 2008 were provided to the City Council, mayor, 
city manager, and City Auditor’s Office.  These communications and 
recent web site updates, however, did not contain all of the information 
required by ordinance.  The reports did not contain the number of prime 
contracts and the number of subcontracts awarded to WBEs and MBEs 
by race and ethnicity, waiver statistics, and the number of MBE/WBE 
firms by race and ethnicity.  In addition, the director did not provide any 
evidence that he had submitted quarterly reports. The director of the 
human relations division should collect and report MBE/WBE 
information as required by ordinance.   
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MBE/WBE Program Lacks Consistent Monitoring 
 
The potential for inaccurate reporting of actual participation exists.  
While prime contractors are required to submit a monthly utilization 
report, neither the city nor the MBE/WBE subcontractors verify the 
contract amounts and payments reported.  Some minority subcontractors 
have alleged that contractors overreport minority participation.  The city 
has also received a complaint that a prime contractor had asked the 
minority subcontractor to falsify his participation and payment amounts 
on a city contract.   
 
Division staff has been working on using B2GNow to monitor all city 
contracts with MBE/WBE participation goals and payments.  B2GNow 
would require MBE/WBE subcontractors to enter the system and verify 
payments reported by the prime contractors.  While requiring a 
subcontractor to verify payments is an improvement over unverified 
prime contractor submitted information, without verification by an 
independent third party, reported levels of participation depend on the 
honesty of the reporting entity. 
 
Setting goals is only one step in encouraging minority and women 
business participation in city contracts.  MBE/WBE firms will not be 
able to develop capacity if they do not actually perform.  The director of 
the human relations division should perform random audits of a few 
contracts each year to verify reported results are accurate and establish 
sanctions for misrepresentation.  If intentional misrepresentations are 
identified, the director should seek appropriate sanctions.    
 
Liquidated Damages Provision Rarely Used 
 
The city rarely assesses liquidated damages when prime contractors do 
not achieve MBE/WBE goals.  All city contracts that contain MBE/WBE 
goals are supposed to contain a liquidated damages provision in the event 
the contractor fails to achieve the MBE/WBE participation specified in 
the Contractor Utilization Plan.13  According to the division, the city has 
exercised its power to assess liquidated damages for failure to achieve 
contractual MBE/WBE participation goals only once.  
 
While change orders and other adjustments can alter the initial and final 
goals for a project, the city manager should consider recovering 
liquidated damages when contractual MBE/WBE commitments are not 
met.  A review of five contracts reported in the division’s Monthly 
Utilization Report suggests that the city might have been able to recover 
liquated damages of almost $200,000 had it chosen to pursue these 
 

13 Code of Ordinances, Kansas City, Missouri, Sec. 38-96, 
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claims.  The city manager should determine when the city should 
appropriately seek liquidated damages.       
 

_____________________________________________________________________________________ 
Fees Should Be Charged for Certification  

 
Costs associated with the city’s MBE/WBE/DBE program have been 
included in the overhead charges for city construction projects handled 
through the Capital Improvements Management Office (CIMO), 
although many of the certified firms are not in construction-related 
businesses.  Only about one-half of the firms listed in the city’s online 
directory were located in Kansas City, Missouri.  Some entities certifying 
firms do charge fees.  The city’s code of ordinances does not prohibit 
fees.  The Code of Federal Regulations permits fees to be charged for 
certification of DBE firms, although the Missouri Regional Certification 
Committee currently prohibits fees.       
 
CIMO Projects Are Bearing MBE/WBE Program Costs 
 
MBE/WBE program costs have been included as a part of the city’s 
Capital Improvement Management Office’s (CIMO) overhead charges.  
In fiscal year 2008, almost $538,000 of MBE/WBE/DBE program costs 
were charged to CIMO and allocated to construction projects managed 
by CIMO.   It is not clear why city construction projects managed by 
CIMO14 are used to support a program that certifies firms that are not in 
construction related businesses.  
 
Not all certified firms are in construction-related industries.  Of the 
765 certified firms in the online directory, approximately 26 percent of 
the firms are classified in the construction industry.  Another 26 percent 
of the firms are categorized in the Professional, Scientific, and Technical 
(PST) services classification.  (See Exhibit 4). The PST classification 
includes categories related to construction such as architects and 
engineers, but also includes categories unrelated to construction such as 
lobbying, public relations and marketing.  Other classifications also 
contain construction and non-construction businesses.  It is not 
appropriate to charge CIMO the cost of the MBE/WBE certification 
process when not all the entities are construction related. 
 

 
14 Our 2008 Capital Improvement Management Office Follow-up reported that not all departments with capital 
dollars use CIMO.  Some city departments with large capital project budgets have chosen to manage their own 
projects rather than using CIMO. 
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Exhibit 4.  Number of Firms Certified by Industry 
 

Industry 
Number 
of Firms 

Percentage 
of Firms 

Professional, Scientific and Technical Services  200 26.1%
Construction  197 25.8%
Administrative and Support and Waste Management   

and Remediation Services 
97 12.7%

Wholesale Trades  62 8.1%
Transportation and Warehousing  47 6.1%
Manufacturing  42 5.5%
Retail Trades  24 3.1%
Other Services (except Public Administration)  23 3.0%
Real Estate and Rental and Leasing  21 2.7%
Finance and Insurance  12 1.6%
Educational Services  12 1.6%
Information  8 1.0%
Arts, Entertainment and Recreation  7 0.9%
Accommodation and Food Service  6 0.8%
Health Care and Social Assistance  3 0.4%
Public Administration  3 0.4%
Mining  1 0.1%
   Total  765 100.0%

Source: HRD spreadsheet April 2008 and CAO calculations.     
 
Fees Should Support the Certification Program
 
Only about half of the firms certified by city staff are located in Kansas 
City, Missouri.  Although the city does not charge firms a fee for 
certification, other entities charge fees.  The city’s ordinance is silent on 
charging fees for MBE/WBE certifications.  The Code of Federal 
Regulations permits fees to be charged for certification of DBE firms, 
although the Missouri Regional Certification Committee currently 
prohibits fees.   
 
Other entities charge certification fees.  The city’s ordinance is silent 
on charging a fee for MBE/WBE certifications.  Other certifying 
agencies charge fees ranging from $200 to $275 for certifications and 
$50 to $275 for annual renewals. 
 
The city is currently prohibited from charging fees for DBE certifications 
based on its membership in the Missouri Regional Certification 
Committee.  The committee’s Uniform Certification Program Policies 
and Procedures state that the “MRCC will not impose an application fee 
for firms to participate in the DBE certification process.”  However, 
subject to the approval of the concerned operating administration as part 
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of the DBE program, the Code of Federal Regulations15 would permit the 
city to impose a reasonable application fee for certification, with waiver 
of the fee in appropriate cases.     
 
Half of the city certified firms are not located in Kansas City, 
Missouri.  About 42 percent of the firms were located in either other 
Missouri locations or Kansas, and about 7 percent were from other states 
and the District of Columbia.  (See Exhibit 5.)  The city should not bear 
the full cost of certifying firms that are located outside of Kansas City, 
Missouri. 
 
Exhibit 5.  Certified Firms by Location 

 
Location of Firm 

Number of 
Firms 

Percentage 
of Firms 

Kansas City, Missouri 377 51%
Missouri Excluding Kansas City 141 19%
Kansas 167 23%
Other States and Washington DC 50 7%

Total 735 100%
Source:  HRD Online Directory, July 2008, and CAO calculations. 
 
Fees should be charged to support the certification program.  To 
more closely match the cost of the program to those who seek to benefit, 
the city manager should develop and seek the adoption of a reasonable 
fee structure for MBE/WBE certifications and develop a fee structure for 
DBE certifications pending the reversal of the Missouri Regional 
Certification Committee’s restriction.16  The director of the human 
relations division should propose to the Missouri Regional Certification 
Committee that it revise its policies and procedures to permit the 
adoption of a reasonable fee for the DBE certification process consistent 
with the requirements of the CFR.  
 

_____________________________________________________________________________________ 
Internal and External Customer Service Needs Improvement 

 
Both city operating department staff and certified firms have reported 
problems with some member of the Human Relations Division staff.   
Some division staff have voiced biased opinions, acted in a biased 
manner, and have attempted to intimidate others.    

                                                      
15 49 CFR 26.83 (f). 
16 The Hancock Amendment can require voter approval of increases in rates charged for services when a “fee” is 
determined to be a tax.  The Missouri Supreme Court has held that the phrase “taxes, licenses or fees” used in 
Article X, Section 22(a) of the Missouri Constitution may mean just “taxes.”  The court established a five-part test to 
examine a license or a fee to determine whether it was really a tax or a license or fee.  Establishing or increasing a 
tax would require voter approval while a license or fee would not. 
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Some Division Staff May Be Biased  
 
Some city staff and certified firms have reported that division staff 
support the use of the MBE/WBE program for some minorities but not 
others.  One certified firm reported being told by division staff that the 
staff member did not feel that other minority groups have been 
discriminated against—only African-Americans. 
 
City staff has reported that the behaviors of a Human Relations Division 
staff member during pre-bid conferences are “embarrassing” and racially 
charged.  Some firms also report having been discouraged by division 
staff from seeking certifications in some industries because another firm 
was already providing that good or service.     
 
Some Division Staff Can Be Difficult  
 
Both local firms and city staff have indicated that some of the division 
staff are vindictive and difficult to work with.   Individuals interviewed 
during the audit process have reported that the division does not take 
criticism well.  Both local firms and operating departments have 
expressed fear of retaliation from some staff.  City staff have called 
working with the division a “nightmare” and said that some staff used 
intimidation.  Firms report that division staff do not always return phone 
calls and are not honest in the reason given for delays in processing 
certifications.  
 
To ensure equal treatment and promote an equitable certification process, 
the director of the human relations division should establish an 
appropriate customer service atmosphere supported by employee training 
and tying customer service to employees’ annual reviews. 
 

_____________________________________________________________________________________ 
Recommendations 

 
1. The director of the human relations division should develop and 

include instructions and explanatory information with 
MBE/WBE certification application materials to assist firms in 
completing all application package documents and understanding 
whether or not the firm qualifies for certification. 

 
2. The director of the human relations division should adopt the 

Code of Federal Regulations’ Uniform Certification Application 
for city processed applications. 
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3. The director of the human relations division should adopt the 
certification time frame requirements of the Code of Federal 
Regulations and of Missouri’s Unified Certification Program for 
DBE/MBE/WBE processing. 

 
4. The director of the human relations division should develop 

written policies and procedures for processing MBE/WBE/DBE 
applications. 

 
5. The director of the human relations division should develop a 

reasonable method of providing goals to departments without 
requiring departments to physically pick up goals from city hall. 

 
6. The director of the human relations division should ensure that 

the online directory is complete and accurate. 
 

7. The director of the human relations division should work with 
departments to better understand the contracting responsibilities 
and needs of operating departments; develop written policies and 
procedures defining the responsibilities of operating departments 
and the human relations division during the MBE/WBE 
contracting process; and offer training on the MBE/WBE 
program and processes through the city’s Contract Training 
Academy. 

 
8. The city manager should collect and report MBE/WBE 

information as required by resolution 060480. 
 

9. The director of the human relations division should collect and 
report MBE/WBE information as required by ordinance.   

 
10. The director of human relations division should perform random 

audits of a few contracts each year to verify that reported 
MBE/WBE participation results are accurate.  Penalties for 
intentional misrepresentation should be developed and enforced. 

 
11. The city manager should determine when to seek liquidated 

damages for unmet contractual MBE/WBE commitments. 
 

12. The city manager should develop and adopt a reasonable fee 
structure for MBE/WBE certifications.  
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13. The director of the human relations division should propose to 
the Missouri Regional Certification Committee that it revise its 
policies and procedures to permit the adoption of a reasonable 
fee for the DBE certification process consistent with the 
requirements of the CFR.  

 
14. The director of the human relations division should establish an 

appropriate customer service atmosphere supported with 
employee training and annual reviews. 
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