








asked to rate its need for management and technical assistance in the specific skill area. The
8(a) Business Development Assessment Tool will have topics ranging from general business
guestions to legal and insurance, business planning, financing, marketing and business
operations.

A plan to have SBA resource partners and 7(j) contractors provide the assistance called for in
the participant development assessment — During FY 2008 and FY 2009, the SBA will work to
ensure that business development staffers are kept informed of the type of business
development training available to 8(a) firms by SBA resource partners, 7(j) contractors and
SBA on-line training

Development and implementation of a tracking mechanism that shows each firm'’s progress in
obtaining the assistance needed to meet the outstanding business development needs of each
company — As part of the Business Development Management Information System, which will
involve an e-annual review component, during FY 2008 and FY 2009 the SBA plans to have
each 8(a) firm’s business development plan tracked electronically and reviewed/assessed
during the firm’s annual review. The e-annual review will allow the 8(a) firm to enter its annual
review data on-line into the BDMIS. The e-annual review will contain a tracking mechanism for
the firm’s business development which will include the contents of the firm’s business
development plan. The e-annual review component of the system is scheduled to be deployed
sometime in late FY 2008.

In FY 2008 and FY 2009, the SBA is planning to implement a new Business Development
Information Management System for the 8(a) program. The innovative system will automate the
certification and annual review process, thus allowing for a more timely and effective review
process. The system will also have the capability to perform internal analytics, create reports, and
track business development activities. The system will also be used for the Small Disadvantaged
Business Program certification process.

Prime Contracting and Subcontracting Assistance Programs

The SBA works to create an environment for maximum participation in federal government prime
and subcontracting by small businesses, including businesses owned and controlled by socially or
economically disadvantaged individuals, women, veterans (including service-disabled veterans),
and small businesses located in HUBZones. The SBA advocates on behalf of small business in
the federal contracting world and administers several programs and services that assist small
businesses in meeting the requirements to receive government contracts, either as prime
contractors or subcontractors.

By increasing contracting opportunities for small businesses under procurement preference
programs and full and open competition, the SBA encourages more firms to compete in the federal
marketplace and promotes awards of federal contracting dollars to such firms. Because of these
efforts more small businesses are able to compete for a share of federal contract opportunities,
strengthening and diversifying the nation’s industrial base, and supporting an increased number of
jobs.
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Prime Contracting

performance Indicator Type of FY 2004 FY 2005 | FY 2006 | FY 2007 | FY 2007 | FY _2007 FY 2008 | FY 2009
Measure Actual Actual Actual Goal Actual | Variance Goal Goal
Number of Federal Contract
Dollars Awarded to Small Output $ 69| % 75| % 781 % 791 N/A(1) - $ 85| % 90
Businesses ($ Billion)
Jobs Created/Retained (#) Outcome 523,000 562,000 612,000 | 573,711 N/A (1) - 601,209 643,293
g)’St PerJob Created/Retained |etriciency |5 a4|s  27|s  a31fs -l NA@ - s mfs  w
Budgetary Obligations Incurred Budget Requests
Budgetary Resources FY 2004 FY 2005 | FY 2006 FY 2007 FY 2008 | FY 2009
Actual Actual Actual Actual Request | Request
Total Administrative Resources ($000) $ 23,158 |$ 15,384 | $ 18,853 $ 19,842 $ 22,854 | $ 23,683

(1) FY 2007 actual procurement data will not be available until 3rd quarter FY 2008.

FY 2007 Accomplishments

During FY 2007, the SBA implemented a quick market search tool, an Internet engine linked to the
Central Contractor Registration system, to help the acquisition community identify vendor pools
under procurement preference programs.

The Agency created a Procurement Scorecard which measures how successful federal
departments and agencies are in meeting their small business contracting goals. This public
scorecard will provide improved measurement and transparency to better allow small businesses to
evaluate how the contracting offices are fulfilling the government’s procurement obligations.

FY 2008 - FY 2009 Planned Performance

In FY 2008 and FY 2009, the Agency will fully refocus its prime contracting assistance program. In
late FY 2007, the SBA began a comprehensive review of its prime contracting assistance program
and provided fresh policy guidance and training to its staff of procurement center representatives.
The new policy and training focuses efforts on increasing contracting opportunities for firms that
have not secured intended participation in the federal marketplace. Specifically, the SBA directed
its PCRs to work assiduously with federal agencies to set aside requirements for competition under
HUBZone and service disabled veteran-owned small business. Efforts will include increased
counseling and training of buying activities in execution of these programs and intensified
monitoring and oversight of accomplishments against goals. During FY 2008 the SBA plans to
enter into agreements with selected agencies defining new relationships that will yield increased
opportunities in the targeted procurement preference programs. During FY 2009, the Agency will
expand the new operational model government-wide. The SBA is also planning to hire additional
procurement center representatives in FY 2008.

During FY 2008 and 2009, the SBA will provide training to buying activities in using the quick
market search tool, and in conducting more thorough and insightful market research that will yield
increased opportunities under the targeted preference programs.

The SBA will more clearly segment markets for its contracting assistance programs and align its
staff resources accordingly. The Agency will direct its procurement assistance efforts toward two
principal markets: acquisition agencies, and small businesses seeking federal contracting
opportunities. As previously noted, the Agency’s PCRs will be dedicated to serving acquisition
agencies. This focus will yield set-aside of more opportunities for competition among small
businesses. At the same time, SBA district office staffs and resource partners will direct their
efforts to serving small firms seeking federal contracting opportunities. This segmentation will build
upon expertise, increase efficiency and yield broader small business vendor pools to fulfill
expanded contracting opportunities.
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During FY 2008, the Agency will streamline its surveillance review process for evaluation of the
effectiveness of buying activities’ small business programs. It will also redesign its procedures to
provide for greater consistency, objectivity and clarity. During FY 2008, the SBA will conduct 30
surveillance reviews. During FY 2009, the Agency plans to conduct 36 such reviews.

In FY 2008, the Agency will plan and begin designing a system to automate key elements of its
prime contracting assistance program. In developing this system, the SBA plans to leverage the
shared systems of the Integrated Acquisition Environment. It will begin developing and deploying
the system during FY 2009. Subsequently, the Agency will expand the system to encompass other
critical elements, including processing of requests for certificates of competency, determination of
compliance with small business size standards, and adjudication of protests of eligibility under
service-disabled veteran owned small business and women-owned small business programs.

In FY 2008, as program manager for the Electronic Subcontracting Reporting System under the
auspices of the Integrated Acquisition Environment, the SBA will design a subcontracting plan
component for the system. The new component will be deployed during FY 2009 and will complete
automation of all subcontracting business processes for prime contractors, acquisition agencies
and the SBA.

Coincident with automation of its business processes, the SBA plans to evaluate the staffing
pattern of its prime contracting assistance program with a view to increasing impact and
effectiveness. During FY 2008 and FY 2009, the Agency plans to align staffing to ensure account
manager responsibility for each acquisition agency that is subject to the Chief Financial Officer Act.
This alignment will ensure agency-by-agency accountability for SBA'’s provision of assistance,
conduct of oversight, and advocacy of small business interests at buying activity and national
levels. It will also provide for better coordination among the Agency, the contracting officers and
small business specialists.

During FY 2008 and FY 2009, the SBA will implement a process for methodical, systematic and
recurrent review of all small business size standards to ensure that they remain relevant, support
market demands and provide opportunities for real small business formation and growth. The
process will provide for streamlined periodic adjustment of small business size standards for
inflation. It will also provide for a comprehensive review of each small business sector to determine
the appropriateness of specific size standards, absent the effects of inflation.

Small Disadvantaged Businesses Program

SBA's Small Disadvantaged Business program is intended to help small businesses be successful
in the future. Companies just starting or in a growth stage can benefit from the wide range of
services the Agency offers, such as support for government contracts, access to capital,
management and technical assistance, and export assistance. The Agency'’s efforts help to build
community-based small businesses which revitalize neighborhoods, create jobs and encourage
economic growth. It uses a number of assistance intervention tools ranging from contract support
to low interest loans for site acquisition, construction, and the purchase of new or upgraded
equipment.
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SDB

performance Indicator FY 2004 | FY 2005 | FY 2006 | FY 2007 | FY 2007 FY 2007 FY 2008 | FY 2009
Actual | Actual | Actual Goal Actual | Variance (1) Goal Goal
(S;;‘a” Businesses Certified | ¢ 856 968 734 1050 474 55% 800 850
Cost Per Small Business -
Certified ($) Efficiency $597|%$ 1667 |%2414|% -1$ 2,605 - $ 1618|% 1,716
Budgetary Obligations Incurred Budget Requests
Budgetary Resources FY 2004 | FY 2005 | FY 2006 FY 2007 FY 2008 | FY 2009
Actual | Actual | Actual Actual Request | Request
Total Administrative Resources ($000) $ 5108|$ 1,614 |$ 1,772 $ 1,235 $ 1294 |$ 1,459

(1) Variance Explanation. The Office of Business Development processes 1,576 applications and found that 1,140 did not have sufficient
information to approve. This shortfall does not impact the SBA because SDB certifications is not an SBA program. The SBA certifies
businesses on behalf of other federal agencies. The SDB goal was exceeded by the Federal Government. The SBA will be deploying an
electronic application in FY 2008 that will prevent insufficient information on a SDB application.

FY 2007 Accomplishments

The SBA certifies small businesses that meet specific social, economic, ownership and control
eligibility criteria. Once certified, the firm is added to an on-line registry of SDB-certified firms,
making them eligible for special bidding benefits. Certified firms remain in the online registry for
three years. Contracting officers and large business prime contractors may search this online
registry for potential suppliers. In FY 2007, the SBA approved 474 applications for Small
Disadvantaged Business certification.

FY 2008 - FY 2009 Planned Performance

During FY 2007, the Agency developed a tracking tool for 8(a)/SDB applications and a reporting
mechanism that allows headquarters and field staff to check on the status of specific applications,
the cycle times of the application process, and determine and track overall productivity. During FY
2008 and FY 2009, the SBA will continue to improve the efficiency of this tracking tool and
reporting capability.

HUBZone Program

The HUBZone contracting program is a community-based program that encourages economic
development in historically underutilized business zones, HUBZones. The HUBZone program
assists with the nation's job creation and increased capital investment in economically distressed
areas.

The SBA measures the economic impact it is having in eligible HUBZone communities with two
separate evaluations, one that is done by the Agency and one that is done by a congressionally-
mandated independent reviewer. The latter report is due in FY 2008.
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HUBZone

Berieenee Infesmer || Tem af Meswe FY 2004 | FY 2005 | FY 2006 | FY 2007 | FY 2007 | FY 2007 FY 2008 FY 2009
yp Actual Actual Actual Goal Actual | Variance Goal Goal
Small Businesses Outcome 2,204 2,960 5,044 2,800 | 2,833 1% 3,700 3,900
Assisted (#)
Annual Value of Federal
Contracts ($ Billion) Outcome $ 5% 618% 7% 8| NA(1) - $ 9(s 9
Cost Per Small Business -
; Efficiency -
Assisted ($) $ 2975|% 2625|$% 1486|$ -|$ 2,389 $ 2027]|% 2,000
Cost per Federal Contract | - oo $00014 | $ 00013 |$ 0.001L |8 - | NAQD ; $ ols 0
Dollar ($)
Budgetary Obligations Incurred Budget Requests
Budgetary Resources FY 2004 | FY 2005 | FY 2006 FY 2007 FY 2008 FY 2009
Actual Actual Actual Actual Request | Request
Total Administrative Resources ($000) $ 6825|$% 7,769 |% 7,496 $ 6,767 $ 7,499]|% 8,150

(1) FY 2007 actual procurement data will not be available until 3rd quarter FY 2008.

FY 2007 Accomplishments

As of July 2007 there were over 13,027 certified HUBZone firms. Collective average annual
revenue was over $26 billion. The total number of employees was 215,522, of whom 138,829 lived
in a HUBZone, and fixed assets were $4.6 billion.

With the award of a new contract to perform system maintenance and upgrades of the HUBZone
Certification and Tracking System, the Agency has made significant progress towards
consolidating systems and containing maintenance costs.

FY 2008 - FY 2009 Planned Performance

During FY 2008 and FY 2009 the SBA plans to conduct a major field training initiative (with district
office field liaisons and Government Contracting Area office staff) and several targeted outreach
programs. Field training will focus on program administration and delivery with specific emphasis
on strategies to increase prime and sub-contact awards to HUBZone firms. Ten conferences will
be held in SBA regional cities. The conferences will be directed toward state and local government
officials, regional planning groups, chambers of commerce and economic development
organizations, Small Business Development Centers and procurement and technical assistance
centers. The anticipated outcome of these conferences is to expand and increase understanding
of the program, and to begin building a public/private sector network that will promote and support
the HUBZone program in local communities. An additional five conferences will be targeted to four
urban communities with high unemployment and poverty levels, and to Indian Country, and will
focus on HUBZone applicant recruitment.

Also, the SBA will continue to explore opportunities for continuous improvement and deployment of
re-engineering initiatives to all aspects of the HUBZone operation, including systems development,
business processing, administrative functions, field office coordination and customer service.

Surety Bond Guarantee Program

Under the Surety Bond Guarantee program, the SBA can guarantee bid, payment, and
performance bonds for contracts up to $2 million for small and emerging contractors who cannot
obtain surety bonds through regular commercial channels. The SBA guaranty gives sureties an
incentive to provide bonding for eligible contractors and thereby strengthens a contractor's ability to
obtain bonding and greater access to contracting opportunities. The surety guaranty, an
agreement between a surety and the SBA, provides that the SBA will assume between 70 percent
and 90 percent of loss in the event the contractor defaults.
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SBG

P, Type of FY 2004 | FY 2005 | FY 2006 | FY 2007 FY 2007 | FY 2007 | FY 2008 | FY 2009
Measure Actual Actual Actual Goal Actual Variance Goal Goal
Final Surety Bond 0
Guaranties (#) Output N/A 1,680 1,706 1,664 1,617 -3% 1,800 1,890
Total Bid Bonds (#) Output N/A 3,998 3,508 | Baseline 5,809 - 6,000 6,300
Underserved Markets - Final
Surety Bond Guaranties (#) |Output N/A N/A N/A Baseline N/A(L) - 600 630
Cost of Final Surety Bond -
Guaranties ($) Efficiency N/A $ 2906[|% 4107|$ -1 $ 4,283 - $ 4196 | $ 4,283
Cost of Total Bid Bonds
® Efficiency N/A $ 1221|$ 1,997 | Baseline | $ 1,192 - $ 1259| $ 1,285
Budgetary Obligations Incurred Budget Requests
Budgetary Resources FY 2004 | FY 2005 | FY 2006 FY 2007 FY 2008 | FY 2009
Actual Actual Actual Actual Request | Request
Total Administrative Resources ($000) $ 3818|% 4,882|% 7,006 $ 6,926 $ 7553|$ 8,094

(1) Data not available at this time.
Administrative resources do not include funds appropriated for the contingent liability in the revolving fund.

FY 2007 Accomplishments

In FY 2007, the SBA guaranteed a total of 5,809 bonds, which included both bid and final bonds,
and which exceeded the combined goals by four percent and represented a 12 percent increase
over FY 2006. As a result, $553 million in contract revenue was generated for small businesses,
and approximately 5,214 jobs were created.

Several program enhancements designed to strengthen the Agency'’s surety industry partnership,
increase program visibility and help more small businesses were completed. The e-application
system was implemented, creating a more customer friendly and efficient application process in the
prior approval program. This initiative included re-engineered processes, streamlined forms and an
electronic stream of information.

Regulations have been published and the associated program changes were completed. The
regulations changed the premium rate that preferred surety bond sureties are allowed to use,
removed the prohibition against surety affiliates participating in both programs, and increased the
guaranty percentage in the prior approval program for veteran-owned and service-disabled
veteran-owned businesses. The changes will help increase surety company participation, resulting
in more bonding opportunities for small businesses.

The reorganization of the program’s field structure was completed, and new field staff members
were hired. These changes will result in more consistent and efficient program delivery. In FY
2007, the SBA focused on program marketing and outreach which included visits to non-
participating sureties, presentations at industry association meetings and customer relations visits
to participating sureties.

Two FY 2007 initiatives were related to program oversight. The SBA issued a contract to perform
three surety audits, and fee collection and past due accounts processes and procedures were
reviewed and strengthened. The Office of Surety Guarantees worked with participating sureties to
collect overdue fees and ensure timely payment in the future, and with the Denver Finance Center
to strengthen Agency policies and procedures governing the collection and accounting of surety
and small business fees remitted to the SBA.
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FY 2008 — FY 2009 Planned Performance

In FY 2008 and FY 2009, the SBA will continue its focus on reaching the maximum number of
small businesses, especially those located in underserved areas. The Agency has issued a
contract to perform an analysis of surety operations and identify opportunities to better target and
serve small businesses and sureties. The Agency will continue to market the program to non-
participating sureties in an effort to expand the program as well as to better integrate it with other
programs such as lending, 8(a) and HUBZone programs. Since strong working relationships are
important, SBA staff will also continue to conduct customer relations visits to sureties that are
active participants. Area office staffs will regularly visit surety agents to establish and maintain
close working relationships so that the small business customers are effectively served. To
increase program awareness and keep abreast of industry trends, headquarters and area office
staffs will work closely with the Office of Field Operations and its network of regional and district
offices, and also attend industry meetings, conduct seminars and participate in promotional events.

Achievement of program goals can only be accomplished with customer-focused and productive
employees. Employees will be encouraged to take individual training courses, and the Agency will
conduct a training conference for headquarters and field staffs.

Due to changes in the fee structure mandated by Congress in 2006, the Surety Bond Guarantee
program has become more self-sufficient. Therefore, the SBA believes a request of $2 million for
FY 2009 will more than fully support the program in the coming year.

Office of Field Operations

District Offices Support

SBA district office staff members foster solid, long-term relationships within their communities by
providing assistance to individuals and businesses in the formation, management, financing, and/or
operation of a small business concern; by identifying government contracting opportunities for
small businesses; and by working with lenders to encourage and facilitate small business lending.
The district office staffs promote SBA programs and services through marketing and outreach,
training seminars and one-on-one counseling. District offices also provide programmatic support to
and review of resource partners such as the Small Business Development Centers and Women's
Business Centers.

The Small Business Act requires participants in the 8(a) program to participate in an annual review
to determine whether each participant continues to meet eligibility requirements for participation in
the program. District office employees are responsible for conducting these statutorily mandated
annual reviews.
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Office of Field Operations

performance Indicator Type of FY 2004 | FY 2005 | FY 2006 | FY 2007 | FY 2007 FY 2007 FY 2008 | FY 2009
Measure Actual Actual Actual Goal Actual Variance (1) Goal Goal
Annual 8(a) Reviews (%) Output 60% 7% 82% 100% 100% 0% 100% 100%
Small Businesses Assisted - ¢ 320,270 | 409,276 | 315,665 | 300,000 348,855 16%| 350,000 | 350,000
Counseling and Training (#)
Cost Per Small Business Efficienc
Assisted ($) y - s 72|s  49|s s o2 ; $ 101|$ 108
Budgetary Obligations Incurred Budget Requests
Budgetary Resources FY 2004 | FY 2005 | FY 2006 FY 2007 FY 2008 | FY 2009
Actual Actual Actual Actual Request | Request
Total Administrative Resources ($000) $ -1 $ 29,563 | $ 15,509 $ 32,159 $ 35,408 | $ 37,708
(1) Variance Explanation. SBA exceeded its technical assistance goal by 16 percent due in large part to the special emphasis on disaster
preparedness. As a result of the recent natural disasters, specifically Hurricanes Katrina, Rita, and Wilma, the general business population took
advantage of our training on disaster mitigation and assistance. Attendance spiked in FY 2007 but has since waned

FY 2007 Accomplishments

In FY 2007, SBA field office employees counseled and trained more than 348,000 small
businesses or would-be entrepreneurs. The topics of the counseling and training were as diverse
as the clients, ranging from developing business plans, complying with tax and regulatory
requirements, navigating the federal contracting process and accessing capital. SBA district offices
reached out to new clients through faith-based and community groups, the Urban Entrepreneur
Partnership and other grass roots economic development organizations.

EY 2008 - FY 2009 Planned Performance

District office staffs will continue to monitor trends in the small business community in order to be
prepared to respond to the varied needs of their communities. District office employees will partner
with state and local economic development organizations to amplify the number of entrepreneurs
who become aware of and avail themselves of SBA programs and services. As part of these
activities, there will be three areas of specific emphasis at the district office level during this period.
First, district offices will work closer with lending partners so as to increase the availability of SBA
financing products. Focus will be on the Rural Lender Advantage initiative, where applicable, and
the Patriot Express program for the veteran community. Second, additional outreach activities will
be undertaken to increase small business participation in federal procurement, including working
more closely with SBA’s procurement center representatives and federal procurement partners to
identify and promote federal contracting opportunities. And third, selected districts will work with
local partners and stakeholders to identify inner city small businesses for participation in the
Emerging 200 project to foster economic development in inner cities.

District offices will increase the use of technology to broadcast training sessions, enabling a greater
number of prospective small business owners from geographically dispersed locations to
participate. District offices will also focus their delivery mechanisms to be efficient and responsive
to their specific small business communities. Additionally, as part of the extensive professional
development currently under way, district office personnel will continue to participate in SBA
University to enhance employee skills at the district level.
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Strategic Goal Two — Provide timely financial assistance to
homeowners, renters, nonprofit organizations and businesses
affected by disaster

Disaster Assistance

By their nature, disasters inflict widespread destruction and distress — on families, businesses and
communities. Disasters are unpredictable, but they are not unexpected. They are, unfortunately,
all too frequent occurrences. To assist victims of physical disasters, the SBA operates a direct loan
program and supports the servicing and collection of these loans after they have been made. The
Disaster loan program is the only form of SBA assistance that is not limited to small businesses.
Disaster loans help homeowners, renters, businesses of all sizes and nonprofit organizations to
fund rebuilding and recovery efforts.

The SBA offers two types of disaster loans to respond to the long-term recovery needs of disaster
victims: (1) physical disaster loans, which provide funds to repair or replace disaster damaged
uninsured or underinsured real and personal property belonging to homeowners, renters,
businesses of all sizes and nonprofit organizations; and (2) economic injury disaster loans, which
provide necessary working capital to small businesses adversely impacted by the declared disaster
until normal operations can be resumed.

In a Presidential disaster declaration, individuals who are homeowners or renters register first with
the Federal Emergency Management Agency. FEMA refers qualified individuals to the SBA.
Businesses may apply directly to the SBA for disaster assistance. SBA disaster loans have lower
interest rates and longer terms than conventional lending offers. The loans are a critical source of
economic stimulation in disaster-ravaged communities and help generate employment and stabilize
tax bases by protecting jobs. Small businesses in particular are helped by a stronger customer
base and revitalized communities. Communities that have been devastated by disasters lack the
customer base necessary for small businesses to become functional again. By providing
integrated assistance, the SBA increases the effectiveness of this federal assistance.

On average, the Agency makes disaster loans totaling approximately $1 billion each year and has
an active portfolio of about $9 billion. The following table shows the number of applications
processed and the number of loans funded for the past four years. There has been a tremendous
fluctuation of loan activity in the last two years especially.

Loan Volume Over 4 Years Type of FY 2004 FY 2005 FY 2006 FY 2007
Measure Actual Actual Actual Actual (1)
Applications Processed (#) Output 104,518 153,072 441,631 34,401
Loans Funded (#) Output 22,264 41,651 137,803 13,716
Cost per Loan Application Processed Efficiency | $ 1,750 | $ 2574 | $ 4,005 $ 16,985
Cost per Loan Funded Efficiency | $ 8216 |$ 9459 $ 12,835 | % 42,600

(1) The Increase to the cost per loan application processed and cost per loan funded in FY 2007 can be
attributed to servicing and disbursing loans previously approved in FY 2006.

The following table shows that, for the most part, the SBA meets or exceeds its goals, which focus
on the restoration of property and assisting businesses to return to operations as quickly as

possible.

SBA
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Disaster Assistance

Type of FY 2004 FY 2005 FY 2006 FY 2007 FY 2007 FY 2007 FY 2008 FY 2009

Perf Indi ;
EETERE? [MElEEET Measure Actual Actual Actual Goal Actual Variance (1) Goal Goal

Number of Small Businesses Sustaining
Economic Injury That Remain
Operational 6 Months After Final
Disbursement (%)

Outcome 95%) 93% T7%)| 95% 80% -16% 80% 77%)|

Number of Small Businesses Sustaining
Physical Damage Restored Within 6 Outcome 74%) 72%) 74%) 65%) 62%) -5%) 70%) 60%)
Months After Final Disbursement (%)

Number of Homeowners Restoring Their
Homes Within 6 Months of Final Outcome 77%) 75% 61% 81% 58% -28% 85%) 77%
Disbursement (%)

Number of Renters Restored Within 6

() 0/ 0, 0/ 0/ - 0 0, 0,
Months After Final Disbursement (%) Outcome 85% 70%) 65% 86%) 68%) 21%) 90% 84%)
Customer Satisfaction Rate (%) Outcome 67%) 66% 57%) 72%) 66%) -8% 72%) 71%)
Disasters Having Field Presence Within Output 100%) 100%) 100%) 95%) 100%) 500 95%) 95%)
3 Days (%)
Loans With Initial D|_sbursemems Within Output 99% 97% 550 95% 04% 1% 95% 95%
5 Days of Loan Closing (%)
i 0
Time to Process 85% of Home output 11 25 74 12 7 429% 10 14
Applications (Days)
Time to Process 85% of Business
(v
Physical Applications (Days) Output 14] 35 66 17 11 35%) 16 18]
Time to Process 85% of EIDL Outout 13 24 29 17 12 20% 16 18
Applications (Days) utpd )
Budgetary Obligations Incurred Budget Requests
Budgetary Resources FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Actual Actual Actual Actual Request Request

Total Resources ($000) $ 208,401 | $ 424,748 | $ 1,795,488 $ 613,825 $ 386,782 | $ 350,076
Total Loan Making ($000) $ 182,917 ] $ 393,956 | $ 1,768,677 $ 584,296 $ 349,010 | $ 310,115

Administrative Loan Making ($000) $ 104,330 | $ 230,456 | $ 482,594 $ 294,324 $ 193,210 | $ 151,815

Loan Subsidy ($000) $ 78,587 | $ 163,500 | $ 1,286,083 $ 289,972 $ 155,800 | $ 158,300
Loan Servicing ($000) $ 25484 1% 30,792 | $ 26,811 $ 29,529 $ 37,772|$ 39,961

(1) Variance Explanation: It is usually the year after a major disaster strikes that the impact on the SBA is felt. It takes time for applications to be filed and processed,
and loans funded. The SBA has reengineered the approvan and disbursement process for future disasters.

-16% - Impact of Hurricanes Katrina, Rita, and Wilma. Reengineered approval and disbursement process.
-28% - Impact of Hurricanes Katrina, Rita, and Wilma. Reengineered approval and disbursement process.
-21% - Impact of Hurricanes Katrina, Rita, and Wilma. Reengineered approval and disbursement process.
-42% - Below average year for applications processed. Maintain staff for normal operations.

-35% - Below average year for applications processed. Maintain staff for normal operations.

-29% - Below average year for applications processed. Maintain staff for normal operations.

FY 2007 Accomplishments

In FY 2007 the SBA processed 34,401 disaster loan applications and funded 13,716 loans. The
SBA worked to meet its strategic goal of providing timely financial assistance to homeowners,
renters, nonprofit organizations and businesses affected by disaster. Much of the work completed
in FY 2007 was the continuation of work associated with the 2005 Gulf Coast hurricanes. Although
the disasters occurred in FY 2005 and FY 2006, the processing and disposition of the record
number of files received carried over into FY 2007. As of September 30, 2007, the SBA had
disbursed more than $6.7 billion of the $7.6 billion in net loan approvals from FY 2006 and FY
2007.

In the aftermath of the recent back-to-back catastrophic hurricane seasons and the arrival of the
SBA'’s new Administrator, the Office of Disaster Assistance launched a comprehensive campaign,
the Accelerated Disaster Response Initiative, to improve the responsiveness and efficiency of its
core disaster loan process, systems and organization.

In FY 2007 the SBA accelerated the backlog of undisbursed disaster loan funds resulting from the
unprecedented number of loans approved to assist victims of the 2005 Gulf Coast hurricanes. This
rapid improvement approach assigned dedicated case managers to portfolios of undisbursed loans
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to attach a human voice and a single point of assistance for speeding loan funds to qualified
disaster victims. Thanks to the dedicated effort of employees across the SBA, this campaign
succeeded in eliminating the backlog of undisbursed loans.

During FY 2007, the Office of Disaster Assistance engaged in a comprehensive re-engineering of
the processes, tools and policies that directly impact disaster victims' experience with the SBA and
the ability of SBA loan processing employees to provide customer-focused service.

The Accelerated Disaster Response initiative focuses on improving the disaster victim’s end-to-end
experience from disaster loan application, through approval and closing, to final disbursement of
funds. The driving principles behind the initiative are speed of response, customer support and
quality.

The Accelerated Disaster Response initiative focused on deploying a series of near-term (FY 2007)
and longer-term (FY 2008) improvements. These improvements, spanning across five key success
factors, were addressed by eight cross-functional re-engineering teams operating with the mandate
to design, test and implement solutions as quickly as possible. The eight rapid action teams
collectively launched 164 action projects and completed 140 action projects.

The SBA instituted a communications plan called Initiative 5 in which the regional and district
offices worked in conjunction with the Office of Disaster Assistance to help disseminate disaster
information throughout the declared disaster areas. To better accomplish this, the Agency
prepared a disaster tool kit to be used by regional and district offices. The district offices were
instrumental in providing valuable community outreach efforts throughout their local areas.

As promised to Congress, the SBA issued a Disaster Recovery Plan that provides an outline for the
Agency to meet future challenges depending on the magnitude of the disaster. The plan
encompasses a disaster recovery framework that includes the disaster assistance process,
operational support, roles and responsibilities, business process re-engineering, forecasting and
modeling, surging to accommodate needs, simulations, a communications plan and ongoing
initiatives.

EY 2008 - FY 2009 Planned Performance

Disaster Assistance goals for FY 2009 were revised to FY 2006 levels because it was determined
that customer service was negatively impacted by further reducing the number of days to process
loan applications.

The SBA, through its upgrades of the Disaster Credit Management System, plans to meet its FY
2008 and FY 2009 outcome and performance goals more quickly while using fewer resources.

During FY 2008 and FY 2009, the Agency will build upon the completed transformation of its
Disaster Assistance operations. It will reevaluate and re-engineer several business processes in
the following areas: loan application, loan approval, loan disbursement, technology services,
administrative services, and personnel services. The completed transformation and re-engineered
processes will result in reduced costs as staff will be in place to address the center functions and in
normal conditions will have sufficient trained staff to meet and/or exceed its goals.

The Agency plans to complete the Electronic Loan Application by the summer of 2008. The
purpose is to capture loan application data electronically in a customer-friendly manner so that it
can be filed first online or in person, second by phone or, as the last resort, by mail in order to get
accurate and complete information needed to minimize unnecessary handling and processing
errors and enable loan decisions to be made faster.
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The SBA will continue to review and improve its business process, leveraging the successes from
the previous years with lessons learned during the processing and aftermath of the Katrina, Rita,
and Wilma disaster declarations.
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Strategic Goal Three — Improve the economic environment for
small business

Strategic Goal Three is intended to ensure that all enterprising Americans have the maximum
opportunity to succeed. The SBA makes government more responsive to small businesses by:

¢ Reducing excessive federal regulatory burdens;
e Protecting them from excessive federal regulatory enforcement; and
e Providing automated tools and information on how to comply with laws and regulations.

The SBA fulfills these functions through the offices of Advocacy, the National Ombudsman, and the
Business Gateway E-Gov initiative.

Strategic Goal Three is implemented according to the following Long-Term Objectives:

LTO 3.1 — Protect, strengthen and effectively represent the nation’s small businesses
to minimize the regulatory burden.

LTO 3.2 — Foster a more small-business-friendly environment.

Regulatory Assistance

America’s small businesses — some 26.8 million strong’® — are a major sector of the national
economy. They represent 99.7 percent of all emplo%/er firms,™* account for more than half of the
country’s non-farm private gross domestic product,’* created 60 to 80 percent of net new jobs
annually over the last decade,*® and produce 13 to 14 times more patents per employee than do
large firms.™* Despite their importance to the economy, the cost of government regulation and
excessive paperwork heavily burdens small businesses. For businesses with fewer than 20
employees, federal regulations cost $7,647 per employee each year, an amount which is 45
percent higher than businesses with 500 or more employees.™

The regulatory burden should be fairly distributed when regulations are established, and when the
regulations are enforced. The SBA works to reduce the burdens that federal policies impose on
small firms and provides vital small business research that informs policy makers.

Office of the National Ombudsman

The SBA strives to ensure equity and fairness in the federal regulatory enforcement and
compliance process through the Office of the National Ombudsman and ten Regional Regulatory
Fairness Boards by:

e Raising awareness of the existence and role of the National Ombudsman to deal with
unfair and/or excessive federal regulatory enforcement actions;

¢ Providing means for small business concerns to register comments and provide testimony
about unfair regulatory enforcement actions by federal agencies; and

e Acting as a neutral liaison between the parties.

19 source: Office of Advocacy estimates based on data from the U.S. Department of Commerce, Bureau of the Census; and
U.S. Department of Labor, Employment and Training Administration.

" source: Office of Advocacy estimates based on data from the Bureau of the Census.

12 source: Office of Advocacy-funded research by Kathryn Kobe, 2007 (www.sba.gov/advo/research/rs299tot).

13 Source: Office of Advocacy estimates based on data from the Bureau of the Census.

“ Source: Office of Advocacy-funded research by CHI Research, 2003 (www.sba.gov/advo/research/rs225tot.pdf).

15 Source: Office of Advocacy-funded research by W. Mark Crain, 2005 (www.sba.gov/advo/research/rs264tot.pdf).
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FY 2007 Accomplishments

The National Ombudsman and Regulatory Fairness Board members conducted 35 RegFair public
events, including hearings, roundtables, speeches, panel participations and key public meetings.
The first ever national hearing for trade associations and chambers of commerce occurred with the
participation of representatives of 14 national organizations. Presiding at the national hearing were
the National Ombudsman and members of the Region Il Regulatory Fairness Board. In addition,
the Office of the National Ombudsman received and processed over 500 small business comments
and carried out over 1,116 responses to the public and customer service assistance actions. The
office produced, finalized, published and disseminated the FY 2006 Annual Report to Congress.
Among other items, the report included federal agency ratings of responsiveness to small business
comments. The Office of the National Ombudsman recruited and screened seven RegFair Board
applicants, then recommended these candidates to the Administrator for a three-year appointment
to the corresponding regional Regulatory Fairness Board. The office organized and held the
legislatively-required National RegFair Board Conference. Through all types of media, the National
Ombudsman reached a potential audience of over two million contacts.

FY 2008 — FY 2009 Planned Performance

The National Ombudsman and the 10 Regional Regulatory Fairness Boards will continue to hold
hearings and roundtables, give speeches and participate on panels to comply with the mission to
provide a means by which small business concerns may submit comments about unfair and/or
excessive federal agency regulatory enforcement actions and federal compliance activities.

Office of Advocacy

The Office of Advocacy, works to reduce the burdens that federal policies impose on small firms
and provides vital small business research that informs policymakers. Simply stated, the mission
of the Office of Advocacy is to encourage policies that support the development and growth of
American small business by:

e Early intervention within federal agencies in the regulatory process on issues that affect
small business;

e Training federal agencies on how to comply with the Regulatory Flexibility Act (RFA);

¢ Producing research to inform policymakers on the importance of small businesses to the
U.S. economy and the impact of the regulatory burden on small business; and

¢ Increasing states’ regulatory flexibility toward small business.

Advocacy is an independent office and maintains its own outcome measures as indicators of
whether the long-term objectives and primary strategic goal are being met. The internal indicators
are:

e Achieve one-time and ongoing regulatory cost savings of $5.5 billion due to Advocacy
interventions in FY 2009;

e Through online and classroom training, ensure that employees of all 66 federal agencies
which promulgate regulations that impact small entities have in-house expertise on how to
comply with the Regulatory Flexibility Act in FY 2009;

e Ensure that there are 10 examples of states either continuing to introduce/improve small
business regulatory flexibility laws/executive orders, or demonstrating successful
implementation of existing small business regulatory flexibility laws/executive orders in FY
2009; and

16 ., . . . . . . .
This figure is based on average cost savings over the last six years, minus outliers.
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o Ensure that there are 15 examples of universities/colleges with business/entrepreneurship
programs using Advocacy data and reports as a resource for instruction and/or further
research in FY 2009.

In addition, Advocacy has one output measure involving the annual publication of at least 25
research reports on small business issues. Advocacy is statutorily required to publish small
business research.

Advocacy
Performance Indicator Type of FY 2004 | FY 2005| FY 2006 | FY 2007 | FY 2007 FY 2007 FY 2008 | FY 2009
Measure Actual Actual Actual Goal Actual | Variance (1) Goal Goal
Regulatory Cost Savings to o
Small Businesses ($ Billion) Outcome $ 17.05|% 660]$ 7251% 6.10]|% 260 -57%| $ 6% 6
Research Publications (#) Outcome 21 34 28 25 32 28% 25 25
Regulatory Agencies with In-
House Regulatory Flexibility |Outcome 25 19 1 21 14 -33% 66 66
Act Expertise (#)
States Formally Considering
Legislative or Executive QOutcome 17 19 11 5 12 140% 10 10
Action (#)
Research Publications and 5, 00me 27 18 16 16 16 0% 15 15
Data Reports in Curricula (#)
Cost Per $1 Million Savings .
@) Efficiency $ 549|$ 1430|$ 1292|$%$ -1$ 3,792 - $ 2004|% 2175
Budgetary Obligations Incurred Budget Requests
Budgetary Resources FY 2004 | FY 2005| FY 2006 FY 2007 FY 2008 | FY 2009
Actual Actual Actual Actual Request | Request
Total Administrative Resources ($000) $ 9360|$ 9,439| % 9,364 $ 9,858 $ 11,023 $ 11,963

(1) Variance Explantions:
-57% - The goal is only an estimate. It is not possible to control the inputs which result in cost savings. There are many unknown factors such
as: the number of regulations annually which impact small entities; agencies' willingness to adopt Advocacy recommendations; the cost of
regulations annually, etc. Moreover, Advocacy is beginning to work with agencies earlier in the rulemaking process. Although cost savings
result from these interventions, they occur in the context of confidential interagency discussions and cannot be reported. The shortfall does
not impact the SBA because Advocacy is an independent office with a separate goaling process. No steps are needed to prevent future
shortfalls. The goal is being revised for FY 2008 forward.

28% - It was possible to publish more reports because the winning contracts had lower dollar values than anticipated. The overage does not
impact SBA goaling because Advocacy is an independent office with a separate goaling process. No steps are needed to prevent future
overages.

-33% - Advocacy trained a total of 59 out of the 66 regulatory agencies targeted in its 5-year strategic plan. The remaining agencies have
refused training by our office, but all 66 were invited to attend training sessions. Moreover, several agencies received multiple training
sessions, but those trainings were only counted as one training for goaling purposes. The shortfall does not impact SBA because Advocacy is
an independent office with a separate goaling process. This goal will be revised from FY 2008 forward to capture new employees at agencies
previously trained.

140% - As more states pass laws to improve the regulatory environment for small businesses, other states use the success of the early
adopters to create their own laws. The overage does not impact SBA goaling because Advocacy is an independent office with a separate
goaling process. Most states have now adopted some form of regulatory flexibility for small businesses as a result of Advocacy's model
legislation. From FY 2008 forward, goaling will take into account implementation of the new laws.

FY 2007 Accomplishments

Based on its Five-year Strategic Plan, the Office of Advocacy estimated $6.1 billion in regulatory
cost savings in FY 2007. At the end of FY 2007, Advocacy achieved $2.6 billion in first-year cost
savings and $283 million in annual recurring savings. Although Advocacy only achieved about 43
percent of its goal in this area, the amount does not reflect the full impact of its effectiveness or
achievements. It is impossible to predict with any degree of accuracy when federal agencies will
publish final rules that reflect cost savings resulting from Advocacy'’s intervention. In addition, over
the last few years Advocacy has been working with agencies earlier in the rulemaking process and

Sm FY 2009 Performance Budget and FY 2007 Performance Report 75



has trained many agencies on how to comply with the Regulatory Flexibility Act, which requires the
agencies to consider less burdensome alternatives in their regulatory proposals. Because
Advocacy'’s interventions in numerous cases occur in the pre-rulemaking stages, any savings that
result from those interventions are considered confidential interagency communications and cannot
be made public. Moreover, although there is anecdotal information to demonstrate cost savings in
some cases, agencies provide insufficient data upon which to base reliable and quantifiable
savings.

Advocacy had a goal of ensuring that 21 federal agencies gain in-house expertise on the
Regulatory Flexibility Act through the training Advocacy was required to provide under Executive
Order 13272. Fourteen agencies received training on how to comply with the Regulatory Flexibility
Act in FY 2007. This represents 66 percent of Advocacy’s goal for the year. Resources were
shifted to intensify training at particular agencies that require additional training. For instance, the
Internal Revenue Service mandated the training for all employees that work on regulations.
Therefore, at least 11 sessions were held at the IRS but did not count toward the goal of 66
different agencies. In its Five-year Strategic Plan, Advocacy identified 66 federal regulatory
agencies which promulgate rules that impact small entities. At the conclusion of five years, only
seven of the 66 had not been trained. However, those agencies were invited to attend training and
either did not respond or declined the invitation. Although Advocacy is required by law to conduct
the training, agencies are not required by law to attend the training.

Advocacy projected that five states would formally consider legislative or executive action to
increase regulatory flexibility for small businesses in FY 2007. By the end of FY 2007, 12 states
considered legislative action,’” and of those 12, six passed legislation into law.*® Advocacy
attributes its success to having a full complement of regional advocates on board. The regional
advocates work directly with state governments and state stakeholders to educate them about the
benefits of regulatory flexibility.

Advocacy projected that a total of 16 of the top 100 universities/colleges with major
entrepreneurship programs would insert Advocacy’s data into their curricula. The rationale behind
this goal is to generate interest in entrepreneurship research among academics and to broaden
awareness of existing research. As it turns out, a total of 16 colleges/universities inserted
Advocacy'’s data into their curricula. In addition to the 16, an additional seven colleges/universities
that were not identified as having top entrepreneurship programs also included Advocacy’s data in
their curricula. Advocacy achieved its goal for the year.

In addition to the outcome measures discussed, Advocacy had an output goal of releasing 25 small
business research reports in FY 2007. These research reports inform policymakers by providing a
shapshot of small business demographics, demonstrating the importance of the role of small
business in the economy, and highlighting the impact of federal policies and regulations on small
businesses. Advocacy released 32 reports in FY 2007, 128 percent of the annual goal.

FY 2008 — FY 2009 Planned Performance

Advocacy intends to achieve regulatory cost savings/reduced regulatory burden through its
regulatory interventions by: (1) participating in the SBREFA panel process for the Environmental
Protection Agency and Occupational Safety and Health Administration regulations; (2) writing
official comments to federal regulatory agencies on their compliance with the Regulatory Flexibility
Act and other rulemaking procedures; (3) testifying before Congress on small business issues; (4)
responding to OMB referrals on proposed legislation; (5) working with OMB on paperwork burden
issues; (6) working with OMB during the Executive Order 12866 review process and during

7 Alabama (HB 84), Arkansas (SB 55), Connecticut (SB 1179), Hawaii (SB 188), lllinois (HB 302), Maine (LD 905),
Massachusetts (HB 189), Mississippi (HB 1229), Montana (SB 466), Tennessee (SB 55/HB 1276), Texas (SB 700/HB
3218), and Washington (HB 1525). New Jersey (A 2327/SB 1335) remains active from the previous session, and was
counted in the previous fiscal year.

¥ AR, HI, ME, TN, TX, and WA.
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implementation of Executive Order 13272; and (7) working with agencies to conduct more
transparent retrospective reviews of regulations, etc. In FY 2008 and FY 2009, Advocacy projects
it will achieve $5.5 billion in regulatory cost savings. The goal is the same for both years because
Advocacy believes that the RFA training has helped agencies propose better (less costly)
regulations from the outset. Advocacy has modified its goals from the previous Five-year Strategic
Plan because it is unreasonable to assume that cost savings will continue to rise 10 percent
annuallyl.g The new goal is based on an average of the cost savings from the last six years, minus
outliers.

Advocacy'’s Office of Interagency Affairs continues training federal agencies on how to comply with
the RFA, the statute that requires agencies to assess the impact of their regulations on small
entities and develop less burdensome alternatives where appropriate. This training is required
under Executive Order 13272. The executive order was announced in the President's Small
Business Plan and signed in August 2002. Classroom training sessions were conducted by
Advocacy staff beginning in FY 2004 and will continue indefinitely. As a result of consultation with
GAO, which conducted a study on retroactive regulatory reviews, Advocacy released additional
guidance and provided additional training on section 610 of the RFA which requires retroactive
review. An on-line version of the RFA training was launched during the last fiscal year for re-
training and training new employees. The site is currently accessible via the Internet. Agencies
have been responsive to the classroom training and several agencies have begun to implement
better regulatory flexibility practices as a result. In FY 2008 and FY 2009, repeat training, or
training of sub agencies will likely take place.

Advocacy intends to continue educating state small business organizations and state legislators on
the benefits of regulatory flexibility at the state level. In FY 2008 and FY 2009, Advocacy intends to
continue its education of stakeholders in those states that have signed executive orders in the hope
that legislation can be passed instead; and target any remaining states that have not already
considered regulatory flexibility legislation or executive action. Also, Advocacy will work to achieve
examples of successful regulatory flexibility implementation and/or further improved regulatory
flexibility laws.

In FY 2008 and FY 2009, Advocacy will also continue its efforts to insert its research into university
curricula, but will broaden its goal. Advocacy’s original list of 100 universities with top
entrepreneurship programs was based on a ranking published by Entrepreneur magazine. That list
provided a useful benchmark, but had its shortcomings. For instance, it was heavily weighted
toward east coast schools. Moreover, experience has shown that other universities/colleges that
were not listed have an interest in this research and use it as a resource. Therefore, for FY 2008
and FY 2009, Advocacy anticipates that at least 15 colleges or universities with
business/entrepreneurship programs will use and benefit from Advocacy’s research.

Advocacy has instituted a number of actions, technologies, etc. to become more effective and
efficient. The action largest in scale is Advocacy’s Regulatory Review and Reform (r3) initiative
which was launched in late FY 2007. Under the initiative, businesses were urged to identify and
nominate existing regulations which need to be modified or updated in order to reduce or eliminate
regulatory requirements which are outdated or no longer necessary. Advocacy received over 80
nominations from the business community. In FY 2008, Advocacy will announce the top ten
nominations and work directly with agencies to reform the regulations. In support of this effort,
Advocacy will post on its website semi-annual updates on the status of the reforms.

The office also has ongoing practices which create efficiencies. For instance, Advocacy developed
its own list-serve and RSS Feeds to make Advocacy products easily accessible, reach a broad
audience, and reduce printing costs. By the end of FY 2007, Advocacy’s newsletter listserve
circulation exceeded 27,000. Advocacy developed procedures for internal document clearance

9 Annual cost savings: 2001 = $3B; 2002 = $3.1B (excludes one $18B rule); 2003 = $6.4B; 2004 = $6.8B (excludes one
$10B rule); 2005 = $6.6B; 2006 = $7.25B. The total savings for the 6-year period is $33.15B; divided by 6 years is $5.5B.
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and drafting testimony. An employee orientation manual was developed for all new employees; it
contains background information on current staff, useful forms, ethics rules, travel procedures, etc.
The office developed better ways to identify proposed regulations that were a priority of small
entities by holding issue-based roundtables and through trade association outreach (versus
combing through the Federal Register looking for important rules that impact small entities).
Advocacy built a strong relationship with OMB'’s Office of Information and Regulatory Affairs (OIRA)
and its staff in order to maximize joint resources and achieve better regulatory results for small
entities. Brown bag lunches, employee details (Advocacy staff to OIRA) and regular meetings
further solidify that strong relationship. In FY 2008, OIRA will work closely with Advocacy to
address the high volume of final regulations expected toward the end of the year. Advocacy
engages in co-sponsorships with organizations that promote entrepreneurship (e.g., the Ewing
Marion Kauffman Foundation) in order to share the costs of organizing small business conferences.
A regulatory alerts web page was developed to alert small entities to regulations that may impact
them and to provide links for submitting comments. Regional advocate benchmarks ensure that all
10 regional advocates remain focused on Advocacy’s mission and expectations. Advocacy’s
guarterly and annual reporting procedures ensure that the office stays on track with respect to its
goals. All of these efforts have been highly effective, and Advocacy will continue to implement
them in FY 2009.

Business Gateway

The Business Gateway Initiative, managed by the SBA, is a key E-government initiative under the
President's Management Agenda aimed at using information technology to improve the delivery of
information and services to citizens. The initiative, which includes Business.gov, Forms.gov and
data harmonization activities, reduces the amount of time and money business owners spend on
complying with federal regulations and associated paperwork so that more time can be directed
toward running their business. Specifically, Business.gov simplifies and improves businesses’
ability to locate government compliance guides and forms they deal with on a regular basis,
thereby reducing the effort needed to comply with government regulations.

Despite their importance to the economy, small businesses are heavily burdened by the costs of
government regulation and excessive paperwork. SBA research shows that firms with fewer than
20 employees annually spend 45 percent more per employee than do larger firms to comply with
federal regulations. The SBA works to reduce the regulatory burdens that federal policies impose
on small firms and provide automated tools and information on how to comply with the laws and
regulations that do exist.

The role the Business Gateway program plays in assisting the Agency in achieving its strategic
objective to foster a more small-business-friendly environment is very direct. Customer feedback
supports this assertion. Seventy-two percent of Business.gov visitors surveyed report that using
the web site saved them time. Another forty-nine percent of Business.gov users surveyed report
that it saved them money. By using Business.gov as a reference tool to find compliance
information quickly, business owners are getting back to business and staying successful.
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Business Gateway

performance Indicator Type of FY 2004 | FY 2005 | FY 2006 | FY 2007 | FY 2007 FY 2007 FY 2008 | FY 2009
Measure Actual Actual Actual Goal Actual | Variance (1) Goal Goal
Hours Saved (# in Millions) |Outcome N/A N/A 4.65 4.37 3.25 -26% 2.70 2.90)
Customer Satisfaction (%) Outcome N/A N/A 76%) 75%) 70%) -7% 72% 73%)
Referrals to Partner Sites Perf ;e N/A N/A 9%| 9% 9% 0% 119 12%
Month (%)
Cost Per Hours Saved ($) Efficiency N/A N/A $ 3|$ -1$ 3 - $ 3]s 2
Budgetary Obligations Incurred Budget Requests

Budgetary Resources FY 2004| FY 2005 | FY 2006 FY 2007 FY 2008 | FY 2009

Actual Actual Actual Actual Request | Request

Total Administrative Resources ($000) $ 2,603 | % 10,780 | $ 16,180 $ 10,660 $ 7466[|% 5,982

(1) Variance Explanation: Hours Saved are self reported by visitors to business.gov that elect to take the customer satisfaction survey. The overall
satisfaction score fell in FY 2007 following the relaunch due to confusion about the purpose of the site. The associated hours saved reported by
visitors also decreased. As efforts to respond to customer feedback were addressed, the customer satisfaction index increased, as did the report
of hours saved. Unfortunately, the lower numbers at the beginning of the fiscal year resulted in Business Gateway missing the performance target
for this indicator.

FY 2007 Accomplishments

The Business Gateway Initiative successfully re-launched Business.gov in FY 2007 to focus on
business compliance tools and information. This milestone was a critical step in addressing
businesses’ key concerns in simplifying interaction with the federal government. The decision to
shift direction on the site stemmed from specific feedback obtained during focus groups. The
Business Gateway team works to solicit input regularly from business owners and uses that
feedback as the primary driver for enhancements in functionality and content to the site. The re-
launched Business.gov offers a powerful search engine focused solely on compliance information.
Additionally, it pulls together plain language assistance links and points of contact from across the
government for access to regulatory compliance information in one place.

Additional accomplishments for Business Gateway during FY 2007 include the following:

e Selected as MSNBC's “Top Web Site of the Week” the week of October 24, 2006;

e Provided overview of Business Gateway initiative and demonstration of Business.gov to
representatives of the Brazilian and Canadian governments;

o Refreshed the Business.gov site to provide features with more intuitive navigation, cleaner
content presentation, and a modern, professional graphical layout;

e Created a prototype of an open-source version of Business.gov; conversion of the software
supporting the site to open-source will enable the initiative to drastically reduce costs for
software licenses;

e Transitioned Business.gov to SBA hosting to dramatically reduce operations and
maintenance costs; and

¢ Completed a release that adds significant new content to Business.gov, including:

» Annual update to Agency compliance contact information in conjunction with the Small
Business Paperwork Relief Act

» A new “Permit Me” feature that provides a single source for obtaining federal, state,
and local permits and professional licenses for businesses

» “Feature Topics” that focus on common business concerns, provide context to the
compliance information on the site, and help business owners understand in plain
language the regulatory requirements their businesses face

» The Content Partners Program that creates formalized relationships with government
agencies, trade associations and professional organizations to develop compliance
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assistance tools and resources for small and medium-sized businesses. Content
Partners will provide domain specific compliance information to Business.gov or work
with the Business Gateway program to develop compliance resources that will be
featured on the site’s Featured Topics and Compliance Guides pages.

¢ Instituted a series of regular user interviews and focus groups to more effectively probe the
target audience to determine what they like and don't like about Business.gov. The
Business Gateway initiative acted on user suggestions, internal metrics and other analysis
to improve the web site.

FY 2008 - FY 2009 Planned Performance

The Business Gateway initiative is managed by the SBA in partnership with 21 other federal
agencies. Through FY 2009, the 22 partner agencies (including the SBA) that make up the
Business Gateway governance structure will continue to fund the initiative, as they have since FY
2005. The Business Gateway initiative will complete several significant improvements to
Business.gov in FY 2009, enhancing both content and functionality. The Business Gateway team
will have completed a series of infrastructure changes to bring the operations and maintenance
costs of Business.gov and Forms.gov down dramatically. These steps will position Business
Gateway to transition from a development initiative to an operational program in the upcoming
years.

The following table reflects the changes in the Business Gateway operating budget, which reflects
a decrease of 59 percent in operating costs between FY 2007 and FY 2009. This reduction is due
to a series of proactive decisions, which were implemented during FY 2007 and will continue in FY
2008 and significantly changed the technical infrastructure of the Business.gov web site. Similarly,
cost reductions in product management and product development will be realized when
implementation of a content management system is completed. Operations and maintenance
costs will also decline because of a less expensive search solution for Business.gov, a shift to a
more cost-effective web hosting arrangement and lower software licensing costs due to a shift to
open source software. Project management office staffing costs will also decline dramatically as
the complexity of the program decreases and the need for extensive interagency governance
diminishes. Finally, marketing and outreach costs are reduced as the product management model
shifts from organizing large content releases to nearly continuous updates and improvements.

Business Gateway Program Costs FY 2007 FY 2008 FY 2009

Interagency Contributions (From 21 Agencies) $ 7,752,606 $ 4,274,400 $ 2,649,352

SBA Contributions $ 68,394 $ 525,600 $ 537,648
Total Operating Budget | $ 7,821,000 $ 4,800,000 $ 3,187,000

In FY 2009, Business Gateway staff will continue to reach out to the business community to raise
awareness and add relevant content. Additional plans include:

¢ Providing more comprehensive information and resources about how to comply with the
most burdensome rules and regulations (i.e., organized links to plain-language,
regulations, forms, Agency guidance, and tools);

e Providing more comprehensive and better organized contact information and frequently
asked questions in conjunction with the Small Business Paperwork Relief Act;

e Enhancing the search capability of electronic government forms available from

Business.gov; and
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¢ Expanding Business.gov partnerships with state and local governments and with trade
associations

To ensure that the business community’s needs are met, the team will continue to:

e Obtain user feedback on a quarterly basis through usability studies, focus groups, and
other research methods including feedback gathered through the American Customer
Satisfaction Index survey tool and research into search logs to meet performance goals
and respond to evolving user needs;

e Work with partner agencies to develop relevant compliance guides and resources to assist
businesses struggling to understand government regulatory and paperwork requirements;

e Expand partnerships with industry and trade groups; and

e Increase content based on state and local government compliance guides. This effort will
address a primary concern expressed by businesses during usability and focus groups that
their primary compliance burden comes from overlapping regulatory and paperwork
requirements among federal, state and local governments.
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Strategic Goal Four — Ensure management and organizational
excellence to increase responsiveness to customers, streamline
processes, and improve compliance and controls

This Strategic Goal recognizes the fact that the SBA was created for the purpose of fulfilling its
programmatic responsibilities of serving the interests of small business. SBA’s non-programmatic
areas of general management and administration and the various other support functions exist
primarily for the purpose of supporting SBA program areas in fulfilling their own objectives. For this
reason, the best measure of successful leadership and support is the degree to which these
functions help maximize the efficiency and effectiveness of the SBA in achieving its programmatic
goals, while also complying with relevant statutory and administrative mandates.

The SBA intends to accomplish this strategic goal through the following three Long-term
Objectives:

LTO 4.1 — Deploy a skilled workforce capable of executing high quality programs

LTO 4.2 — Provide a safe and secure information system environment to support
business decisions and Agency operations

LTO 4.3 — Provide financial and performance management services to support efficient
and effective program delivery

Human Capital Management

Long-Term Objective 4.1 - Deploy a skilled workforce capable of executing high quality
programs

Office of Human Capital Management

The foundation of the SBA, and the key to its future success, rests with its workforce. The Office of
Human Capital Management’s continuing efforts and new initiatives are outcome-driven to support
the strategic management of human capital in the accomplishment of the Agency’s mission and
strategic goals as well as to implement the President’s Management Agenda initiatives. The SBA
continues the process of change that will lead to its true and lasting transformation to a modern
organization with improved products and services to its customers and overall better business
results. There remains, however, a lot more to do, and ultimate success depends on such things
as solid leadership, sound planning, adequate resources and a commitment to improving the SBA.
The Agency’s strategic human capital plan takes into consideration these expectations, and the
challenges the SBA has faced in the past few years, as well as what lies ahead. The plan is not
expected to be a static document; rather it has been prepared to look forward over the next several
years. It will be updated as significant events and accomplishments occur and new major
requirements are added. The plan establishes a systematic, Agency-wide approach to human
capital management, and aligns it with SBA’s mission, vision and goals. It describes key human
capital challenges and issues impacting the Agency’s ability to achieve its core responsibilities.

The human capital outcome measures for FY 2008 and FY 2009 are:
4.1.1 Refine the number of identified mission-critical occupations and competencies through
a more rigid systematic workforce planning process. Design, in FY 2008, training and

training strategies to build on or improve these competencies within the current
workforce where gaps exist.
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4.1.2 Investin employee, manager and leadership training and development programs as a
part of the strategic imperative.

4.1.3 Use enabling technology to reinvigorate training and development programs when it
maximizes value and minimizes performance risks.

4.1.4 Capture and make available the wealth of expertise and experience of the current
workforce to aid in developing the next generation of manager and technicians.

4.1.5 Align human capital plans, strategies and systems to achieve organizational
effectiveness and mission accomplishments.

4.1.6 Fully integrate the performance management system to create strategic alignment of
the Agency mission and employee responsibilities. Focus on creating a results-
oriented performance culture through the Agency.

4.1.7 The SBA will maintain a rating of "green” for having met the criteria of Competitive
Sourcing initiative of the President’s Management Agenda.

FY 2007 Accomplishments

Outcome Measures 4.1.1 thru 4.1.3 — The SBA’s most significant training initiative was the
design and implementation of SBA University. Three sessions of the university were held during
late July and August 2007. Over 1,300 employees from all regions and centers were given
instruction in job-specific areas such as 8(a) annual reviews, customer service, and SBA electronic
loan systems, as well as reinforcing courses on the roles, responsibilities and interactions of the
different offices within the Agency. In FY 2007, the SBA met all of its “Proud To Be IV’ and FY
2007 PMA milestones and deliverables. During this performance period the SBA completed a
Performance Assessment Accountability Tool on the beta site and achieved a score of 80. The
Agency implemented an electronic performance management system (Goal Owner) that will
ensure consistency in establishing and monitoring performance elements that are measurable,
achievable and results-oriented. Throughout the performance year, the SBA met OPM’s 45-day
“time to hire” standard for General Schedule employees and notified applicants of the hiring
decision for 50 percent of the hires. The SBA also improved the hiring process and met targets
based on the Chief Human Capital Officers Council Management Satisfaction Survey results. The
Agency also developed an OPM-approved Agency Accountability System Policy and Plan and
submitted an Annual Accountability Report to OPM.

Outcome Measures 4.1.4 thru 4.1.5 — The SBA employee satisfaction rating from the jobs
survey results indicate that the Agency'’s actions realized a small improvement from FY 2004 to FY
2006. To further improve the job satisfaction rating, the SBA developed and implemented an
action plan to improve the performance culture. The action plan focused on three key areas:
communications, competency assessment, and training. In the area of communications, the
Administrator held “town hall” meetings and leadership conferences to address employees’ job
satisfaction concerns. During the year, the SBA developed and implemented a targeted
recruitment plan to significantly increase the number of field office and processing center new hires
possessing mission-critical competencies. Furthermore, understanding the need to ensure that the
Agency’s future leaders possess the core competencies for effective leadership, the SBA
reinvigorated the Senior Executive Service Candidates Development Program. The Agency made
significant organizational structure changes and created a new performance and accountability
tracking system. The SBA held skills and competency training sessions and encouraged the use of
e-training tools available to all employees. In FY 2007, the Agency rolled out SBA University.
These classes were successful in delivering mission-critical competency enhancement training to
more than 1,300 employees.

Outcome Measure 4.1.6 — In FY 2007, the SBA conducted a skills gap assessment of more than
650 mission-critical occupations (business development specialists, lender relations specialists,
and loan specialists). The Agency received 623 responses, a return rate of 93 percent. Each
participant was sent a detailed curriculum to be used in narrowing identified skills gaps. The
results of the assessment were analyzed, and feedback on their personnel was provided to the
regional administrators, district directors and center managers. Additionally, the Office of Human
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Capital Management’s online training was used to narrow specific identified skill gaps. During FY
2007, the SBA implemented its first reading program for SES members as part of its continuous
efforts to develop its leaders. The reading materials will reinforce the Executive Core Qualifications
skills and knowledge as defined by the Office of Personnel Management and provide valuable
information on career and management development.

Outcome Measure 4.1.7 — In FY 2007, the SBA met all of its “Proud To Be IV’ and FY 2007 PMA
milestones and deliverables. The Agency completed and submitted a final performance work
statement for the Office of Field Operations Administrative Support Function Standard Competition
to Contracting Officer. The Agency re-released a request for proposal for OFO Administrative
Support Function Standard Competition for review, questions and comments and completed and
submitted to the contracting officer the Most Efficient Organization for OFO Administrative Support
Function Standard Competition. The SBA received multiple proposals in response the OFO
Administrative Support Function Standard Competition RFP. The Agency also established a
Source Selection Evaluation Board to review the proposals received in response to the OFO
Administrative Support Function Standard Competition RFP. To communicate SBA’s activities and
efforts in this area, the SBA posted the FY 2006 FAIR Act on appropriate web sites.

FY 2008 — FY 2009 Planned Performance

Outcome Measures 4.1.1 thru 4.1.3 — Going forward, the SBA will continue to build upon the
success of SBA University. In FY 2008, the curriculum will focus on the needs of managers,
supervisors and headquarters staff. During the year, SBA University will train approximately 1,000
additional participants. These 1,000 employees will be given instruction in job-specific areas, as
well as continuing seminars to reinforce the roles, responsibilities to further enhance cross-
organization information sharing and collaboration within the Agency. During this period, the
Agency will also design and institutionalize its long-term plan for SBA University. SBA’s planned
actions also include analyzing the existing organizational structures from a service delivery, cost,
and general workforce planning perspective. During this period, the Agency will develop
improvement plans for any identified leadership competency gaps and set targets for closure. To
begin, the SBA will implement a comprehensive strategy for improving the hiring process and
ensuring highly qualified candidates are recruited and retained and will also improve its internal
procedures to ensure that the SBA continues to meet OPM’s 45-day “time to hire” standard for
General Schedule employees. Second, the SBA will utilize the information from Management and
Applicant Satisfaction surveys to continue to improve the overall hiring process. Third, the Agency
will revise its Human Capital Plan that includes workforce planning data, by further refining the plan
and communicating the revised plan throughout the Agency. Fourth, the SBA will demonstrate that
it has an effective performance appraisal and awards systems for all SES employees and
managers. The Agency will work with managers and supervisors to ensure that more than 70
percent of its workforce’s performance plans are effectively linked to the Agency’s mission, goals
and outcomes and that they hold employees accountable for results appropriate for their level of
responsibility. In support of this, the SBA will conduct workforce analyses to identify competency
gaps in mission-critical occupations. And in the area of skills and competency improvement, the
Agency will implement an improvement plan on gap analysis for all mission-critical occupations.
Operationally, the SBA will continue implementing accountability activity to include transactional
audit coverage for continued efficiency and productivity improvements within the Agency’s
personnel offices. As a final point, the Agency will develop and submit an annual succession plan
prior to June 30, 2008.

Outcome Measures 4.1.4 thru 4.1.5 — In FY 2008 and FY 2009, the SBA will use its
Accountability Plan to capitalize on a wide range of measures by choosing the ones that best
represent the activity under review. These will include surveys, focus groups, data and narrative
reports, reviews by external parties and independent on-site reviews conducted by internal teams.
The Agency will implement measures to achieve a results-oriented performance culture that: (1)
implements an improved performance management system that clearly establishes a direct
connection between employee performance expectations and the core mission and strategic goals;

SM FY 2009 Performance Budget and FY 2007 Performance Report 85



(2) ensures performance strategies that provide incentives for high performers based on achieving
desired mission results; (3) uses a performance management system that effectively distinguishes
between levels of employee performance; (4) uses an automation tool to overall streamline the
appraisal process for employees and managers;(5) assesses performance using appropriate
measures; (6) identifies developmental needs; (7) promotes accountability for achieving goals; and
(8) improves individual and organization performance. The SBA is launching an electronic
performance management system (Goal Owner) Agency-wide to ensure consistency in
establishing and monitoring performance elements that are measurable, achievable and results
oriented. Concurrently, the Agency will continue to monitor the performance management culture
and administer changes to the Goal Owner system based on feedback from OPM and from the
SBA executive management. The SBA will continually assess and revise as appropriate the
organization’s structure to ensure that it is in line with SBA’s Strategic Plan and Strategic Human
Capital Plan.

Outcome Measure 4.1.6 — The Office of Human Capital Management is responsible for the
administration of the mission-critical occupation skills gaps analysis. Baseline and staff surveys
have been administered to the identified mission-critical employees. Upon completion of the
survey activities, an aggregate skills gap analysis will be conducted. This will determine the
difference between the aggregated baseline data obtained from the surveys and the collective
survey responses obtained from the employees. Subsequently, comprehensive curriculum
mapping based on the skills gaps identified from the targeted competencies will be established.
The curriculum map will illustrate and track the targeted competencies for each role and the
recommendations made to narrow the identified gaps. Finally, in FY 2008 and FY 2009 the SBA
will conduct a follow-up survey to measure the progress of gap narrowing and to identify whether
additional remedial training is warranted. The SBA is currently implementing two training
programs: Leadership Effectiveness through Active Development, and the Mid-Level Development
Program. LEAD is designed to provide new and seasoned managers and supervisors with
developmental opportunities in the areas of management, legal, communications, leadership and
financial management required to lead, manage and motivate their employees. The MLDP is
designed to provide SBA employees with an in-depth understanding of the SBA, its mission and
strategic goals, and afford participants opportunities to receive general and discipline-specific
training designed to develop leadership competencies.

Outcome Measure 4.1.7 — During FY 2008 and FY 2009, the SBA’s planned actions to improve
its current “yellow” rating and maintain a rating of “green” for having met all of the core criteria of
the Competitive Sourcing initiative of the President’s Management Agenda include a multifaceted
approach to competitive sourcing: The Agency will complete the evaluation of proposals and
announce the result of the OFO Administrative Support Function Standard Competition;
periodically conduct post award evaluations of competitions to determine future cost savings and
efficiencies; and develop a “best practices” guide on post-award accountability. To this end, the
SBA will complete pre-planning for new competitions for FY 2008 and FY 2009 and, if the
determination is to move forward, announce these competitions. The SBA will submit its annual FY
2008 and FY 2009 FAIR Act Inventory to OMB for review and approval. Concurrently, the Agency
will review and improve SBA FAIR Act data collection and reporting systems and develop a
Competitive Sourcing Guide. This guide will be used as a one-stop tool to assist and educate
management and staff concerning the competitive sourcing process and requirements. The Office
of Human Capital Management will develop strategies and seek funding for proposed FY 2008 and
FY 2009 competitions. The SBA will also meet all OMB-established deliverables for the
President's Management Agenda Competitive Sourcing Scorecard for FY 2008 and FY 2009. The
SBA will submit the annual Report to Congress on Competitive Sourcing and conduct periodic
competitive sourcing training activities for SBA managers and supervisors to foster better
understanding of the challenges, limitations, flexibilities and opportunities competitive sourcing
presents to right-size the SBA’s workforce and functions.
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Information Technology Management

Long-Term Objective 4.2 - Provide a safe and secure information system environment to
support business decisions and Agency operations

Office of the Chief Information Officer

SBA's information technology management program provides efficient and secure information
systems and related technology to its internal and external customers. The Agency has capital
planning and governance processes to ensure that investments in information technology
complement existing systems and infrastructure and support SBA’s mission. SBA'’s information
technology program is presented in three main sections: Infrastructure and Mission Support
Systems, Information Security and Privacy, and Information Technology Governance.

Infrastructure and Mission Support Systems Operations

FY 2004 | FY 2005 | FY 2006 | FY 2007 | FY 2007 | FY 2007 | FY 2008 | FY 2009
Actual Actual Actual Goal (2) Actual | Variance | Goal (3) | Goal (3)
IT Systems Availability (1) N/A N/A N/A Baseline 99.6%|  N/A 99.6% 99.6%

Footnote:
(1) IT systems include: email, PDA, Internet, databases, applications, mainframe (credit programs). Availability means that the system

Key Performance Indicators

is functioning and can be accessed and used by its intended clients.

(2) Indicator established in FY 2009 budget.

(3) Target is lower than anticipated baseline of 99.8 but greater that the industry norm of 99.5%. Closing the remaining 0.5 would
require cost prohibitive investments in systems redundancy for minor subsystems; accordingly, the SBA believes that the
99.6 percent system availability target is a reasonable stretch goal.

FY 2007 Accomplishments

Enterprise Information Technology Modernization Project — During FY 2007 SBA’s Office of the
Chief Information Officer undertook an Agency-wide technology refresh project to modernize SBA’s
basic information technology software and hardware. These are the devices and standard
software used by all Agency employees and contractors. This modernization project included the
Microsoft Windows-based network servers, desktop and portable computers, and email servers,
plus the desktop software operating system and related suite of office productivity applications. All
of the software upgrades were included under SBA'’s enterprise software license agreement with
Microsoft.

e SBA's email platform was upgraded from Microsoft's Exchange v5.5 to Microsoft Exchange
2003. The security features in the new email systems enabled the SBA to resolve a
number of long-standing technical audit recommendations.

e As part of the migration to Exchange 2003 the SBA removed dedicated email servers from
all field offices, centralizing field office email activity under a single server cluster housed at
the Agency’s Denver Network Operations Center. Likewise, all headquarters email was
consolidated on a single server cluster in the Headquarters Network Operations Center.
The Agency’s total email server inventory (excluding the Office of Disaster Assistance) was
reduced from 77 to 10, with two of the 10 reserved for email emergency recovery use. To
ensure smoother operations and better security, business redundancy was improved by
enabling data replication between the DNOC and HQNOC server clusters.

¢ All office network servers were upgraded to new hardware and software. The previous

Microsoft Windows 2000 Server operating system was supplanted by Microsoft Windows
Server 2003.
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e The Agency replaced approximately 2,400 desktop computers and 1,450 tube type CRT
monitors. Each field office received one new network printer for shared use within the
office.

e The final phase of the project encompassed the removal of all obsolete equipment, which
was handled by the contractor through an equipment credit plan.

Personal Digital Assistant Messaging Services — To comply with more stringent security
requirements for mobile computing devices, the SBA implemented eight-character passwords for
all SBA Blackberry devices. The Agency also modified PDA server settings to enable these
devices to receive and make phone calls while the unit is password locked.

e The Agency consolidated PDA service under a single national vendor at a lower total cost
and with better service and upgrade options, to include compliance with HSPD-12
requirements for two-factor authentication. As of June 2007, at the 50 percent complete
mark, over 100 older PDAs under varied servicing plans have been replaced at a savings
of nearly $30,000.

o PDAs would be widely used for business continuity of operations (COOP) service in the
event of an emergency. Accordingly, the SBA is introducing “failover” services that provide
an alternate site to support PDA use in the event of a primary equipment failure.

Headquarters Building Re-cabling Project — The HQ data cabling plant was installed in 1990 and
consisted of Category 3 cabling and could no longer support SBA’s data traffic flows. The Agency
opted to upgrade the headquarters cabling plant to Category 5e to improve data throughput and
enable the use of newer technologies including Voice Over IP.

At the start of the fourth quarter of FY 2007 the project is 91 percent complete, with the remaining
work due for completion when several floor plan reconfigurations are finished in August 2007.
When the project is complete all CAT3 cable will have been replaced with CAT5e.

Mission Specific Systems — In FY 2007, the SBA both increased and improved its ability to provide
information and service to small businesses via the Internet. This included:

e Introducing the web-based surety bond guaranty online application;

o Development of a web-based electronic 8(a) Annual Review and Graduation/Termination
application;
Completion of the Entrepreneurial Development MIS-II phase 2 reporting enhancements;
Implementation of the redesigned www.sba.gov website with content management
capability; and

e Credit guaranty program modifications and tailoring to support SBA’'s summer 2007
implementation of the Patriot Express loan program.

The SBA also improved internal control through full implementation of Credit Reform loan
accounting. The Agency continued to improve the reliability and performance of its small business
web applications and its internal network infrastructure through better life cycle hardware
maintenance. Availability rates for key elements of SBA’s IT infrastructure surpassed 98 percent
during all of FY 2007 with several exceeding 99.5 percent.

The Agency’s sustained commitment to future IT operations was further ensured by the award of
four multi-year, performance-based contracts supporting SBA'’s use of web-based applications and
modern technologies. A multi-year data center support contract was also awarded to continue
hosting SBA's current loan accounting systems until the Agency migrates to a successor platform
to host the new Loan Management and Accounting System applications.
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FY 2008 — FY 2009 Planned Performance

FY 2008 - FY 2009 IT infrastructure plans call for periodic refresh of desktop computing items such
as network printers and portable (laptop) computers, the latter at a 30 percent annual rate. The
Agency will also move toward complete implementation of its email archival solution that will allow
it to more consistently save and recover electronic messages. Infrastructure operations will also
focus on the information security and privacy needs of a more mobile workforce through:

e Exploration of alternate mobile computing technologies, such as wireless networking
across the Agency'’s office networks infrastructure;

¢ Implementation of wireless networking capabilities at Agency headquarters; and

e Support for two-factor authentication in SBA’s LAN/WAN environment, including within the
PDA massaging network.

The Agency also aims to strengthen its standard office computing tools by introducing desktop
video conferencing features, and introducing newer versions of Microsoft’s Office suite.

During FY 2008, the SBA and other agencies will undertake the technical migration to network
routing hardware and software supporting Internet Protocol version 6. Like most corporate entities,
the SBA now operates at the IPv4 level. As of the end of FY 2007, a procurement approach was
being developed to allow the Agency to spread the costs of this transition over a multi-year period.

In another key operations area, the SBA will conduct FY 2008 planning aimed at the transition of
data center services from its headquarters building to an alternate facility with better redundancy,
reliability, and security. The FY 2008 plan will propose an orderly transition of equipment and data,
to occur primarily during FY 2009.

In FY 2009, the Agency will conduct migration planning for the FY 2010 upgrade of desktop and
network operating systems to the expected Microsoft proven standard in those technologies. FY
2009 will also see the SBA examining 64-bit hardware technology for network servers and desktop
computing.

Information Security and Privacy Operations

FY 2004 | FY 2005 | FY 2006 | FY 2007 FY 2007 | FY 2007 | FY 2008 FY 2009
Actual Actual Actual Goal (1) Actual | Variance Goal Goal
Unauthorized Network or Data Breaches N/A N/A N/A Baseline 0 N/A 0 0
Footnote:

(1) Indicator established in FY 2009 Budget.

Key Performance Indicators

FY 2007 Accomplishments

FY 2007 accomplishments include the following:

e The Agency carried out standard information security operations ensuring the safety and
privacy of SBA networks and systems. This includes activities such as selected 24x7
network monitoring, firewall maintenance and upgrades, and intrusion detection. Required
guarterly information security reporting and periodic certification and accreditation reviews
of key SBA systems were also performed.

o After consultation with the Office of Management and Budget, the Agency provided
additional resources for expanded information security operations in the areas of system
event logging/correlation and anomaly detection, two factor authentication, network
topology reviews, standardized computer configurations, and encryption technologies and
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practices addressing personally identifiable information. These activities also helped
resolve outstanding audit recommendations.

Under its IS support services contract, the Agency added one FTE supporting resolution of
outstanding audit findings in the IS area and for certification and accreditation of minor
information systems, reflecting new NIST requirements in that area.

Initiated two factor authentication, an additional layer of security by which authorized
persons can remotely access SBA's data and networks. This will be broadly expanded in
FY 2008.

Began contract services to review network data scans, document and analyze SBA's
complex network of information systems, identify risks and vulnerabilities, and provide
recommendations to remediate identified risks. Some of SBA'’s IS strategy, additional
technologies and services during FY 2008 and FY 2009 will be based on the results of this
IS topology assessment.

Resolved 54 outstanding IT audit findings during Q1 - Q3, FY 2007. As of the end of June
2007 IT operations are subject to 37 open recommendations, 17 of which are recent
additions.

Re-certified five mission-critical information systems as of June 2007.

Certified and accredited all of the Agency’s 64 minor applications, an applications inventory
that had not previously been subjected to the certification process.

Developed System Security Plans for 14 of the 19 major information systems.

Completed an analysis of firewall capacity to support the Agency’s increased volume of
incoming Internet traffic.

Updated the annual Computer Security Training Awareness module to include information
on safeguarding sensitive and personally identifiable information.

Implemented a topology assessment contract to document and assess SBA’s network and
identify risks and vulnerabilities.

Conducted a pilot on encryption solutions for mobile devices, as recommended by OMB’s
memoranda on safeguarding sensitive and personally identifiable information.

Conducted pilots on several event correlation/anomaly tools needed to improve the
Agency’s network security.

Implemented initial phase of “Two-Factor” Authentication providing a further security layer
for authorized remote access by SBA employees and contractors. This 2FA technology is
deployed to 455 SBA employees and contractors including SBA Management Board
members, disaster area coordinators and disaster area representatives.

Tested and assisted 27 SBA field offices with their Business Resumption Plans in
connection with SBA’s Continuity of Operations Plan.

Provided web access to the Agency’s COOP E-Planner software for all SBA offices.

Issued several directives in accordance with federal-wide guidance from OMB on
safeguarding and protecting sensitive Agency and personally identifiable information:
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» Safeguarding Sensitive and Personally Identifiable Information;
» Reporting Incidents Involving Personally Identifiable Information; and
» Use of 2-Factor Authentication for Remote Access to SBA’s Network

FY 2008 — FY 2009 Planned Performance

The Agency’s information security team plans to maintain and enhance SBA’s security posture by
implementing technology to secure its future wireless environment, implementing a more secure
Internet protocol by migrating from IPv4 to IPv6, and deploying Intrusion Detection Devices to more
SBA field offices. Network security will be upgraded based on recommendations provided by the
IT security topology assessment underway as of Q4, FY 2007.

Beginning in FY 2008, the Agency’s Computer Security Awareness Training tool will be provided by
the U.S. Department of Defense ISS-Line of Business shared services center. The SBA will also
use the U.S. Environmental Protection Agency’s ISS-LOB shared service center product “Assert,”
to standardize SBA’s data collection and reporting for the quarterly and annual FISMA
requirements.

The Agency also plans to conduct a security architecture design during FY 2008. This will allow
development of an information security framework providing OCIO the ability to take a more
comprehensive, enterprise-wide approach to IT security. This study will serve as the template for
ensuring IS services are directly connected to SBA’s business needs and can be consistently
enforced as business needs change. As the IS component of OCIO’s planned Integrated Test Lab,
some new hardware and virtual software will be purchased to provide IS staff the capability to
develop and test configuration guides for planned technologies and products to accelerate
successful, secure customer office deployments.

The Agency also expects to see additional new requirements develop during FY 2008 — 2009, as
the Agency further implements recommendations to protect Agency sensitive and personally
identifiable information. The SBA will pay close attention to the need for secure remote access,
safe data downloads to mobile devices and desktops, and practices supporting secure data
transport and storage at remote sites.

IT Governance Operations: FY 2007 Accomplishments

During FY 2007, the SBA continued to strengthen its internal IT management policies and
processes, in alignment with requirements of the E-Government Act, Clinger-Cohen Act, and
Federal Information Security Management Act. These process improvements aim to ensure that
future IT investments align with and clearly support the Agency's mission, vision and operating
plans.

With respect to Enterprise Architecture and IT planning, the Agency:

e Increased the Enterprise Architecture staff, adding two government employees;

¢ Initiated the IPv6 migration project in accordance with OMB Directive M05-22, which
includes the development of an Agency IPv6 Impact and Transition Plan for OMB review;

e Conducted IT strategic roadmap sessions with Agency program and support offices, and
developed an IT Strategic Road Map;

e Brought the Agency’s IT strategic direction into closer alignment with the Agency’s
business direction by developing the SBA Five Year Strategic IT Plan, to be used as a
Capital Planning guide and for the OMB annual budget submission;

e Developed an IT Governance Recommendation report based on an independent
verification and validation (IV&V) consulting effort which outlines improvements in the SBA
IT investment management process to improve decision-making on elements of the
Agency’s IT portfolio;
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e Conducted an E-Government Portfolio Review using IV&V consulting services to determine
SBA’s E-Gov initiatives progress and provide portfolio improvement recommendations;

e Coordinated the response to OMB’s annual data call for the EA Framework 2.1,
Completion and Use Plan; and

¢ Updated and reissued key Agency-wide EA documentation, including:

» SBA EA Blueprint v.2.04, February 2007, and
» SBA EA Migration and Sequencing Plan v.1.03, February 2007.

The Productivity Enhancement Staff in the Office of the Chief Information Officer oversees IT
capital planning and investment control, internal E-government initiatives and IT project planning.
FY 07 PES accomplishments include:

e Assessment of the CPIC process which yielded a roadmap to improve/enhance IT
governance within the SBA,;

e Instituted “In-process reviews” of SBA's key IT investments to provide an additional layer of
project oversight through the governance process;

e Resolved deficiencies that had kept four IT investments on the OMB Management Watch
List;

e Reconciled the Agency inventory of FISMA reported systems with the SBA IT Portfolio; and

e Conducted three Project Management Training workshops.

FY 2008 — FY 2009 Planned Performance

As in the private sector, IT governance is a continuously evolving landscape, both affecting and
affected by the IT products, tools and services that populate the professional data management
arena. SBA'’s broad objective in this area is to continually improve and mature its IT governance
policies and practices in ways that meet both the Agency’s program management needs and
federal standards established by statute and OMB policies. The Agency plans to mature its IT
governance operations further during FY 2008 — FY 2009 by introducing updated enterprise-level
tools with associated training for managing IT projects. This will capitalize on FY 2007 investments
in combined capital planning and project planning software that is tied to the Enterprise
Architecture side of IT governance. The SBA will also develop a communications plan to clearly
spell out the requirements, benefits and efficiency opportunities that well-executed IT governance
practices will yield to the Agency.

During FY 2008 - 2009 the Agency plans to execute the IT Governance Maturity Model
recommendations developed in FY 2007 to improve oversight and visibility into SBA’s IT
investment portfolio. Expected outcomes include:

e Improved IT decision-making by seeding IT governance practices and discipline within
program offices to better measure Agency-wide IT portfolio performance;

e Project managers providing accurate information to governance boards to help them
oversee all IT investments, including projects in the Operations and Maintenance (O&M
or “steady-state” phase); and

¢ Implementation of Enterprise Change Control Boards to better manage existing IT
investments and to prevent duplicative, redundant or “stovepipe” projects from being
initiated.

Improved methods for tracking the results of IT investments are also being planned, to include:
e Percentage of “major” systems delivering expected benefits;
e Percentage of total IT expenditures subject to Agency and IT governance processes,

such as the Enterprise Change Control Board;
e Percentage of projects rated “good” or “better” on the latest In-Process Review;
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o Number of certified, trained project managers within the Agency;
e Performance measurement criteria developed and monitored for major IT projects; and
e Percentage of project managers trained on Agency approved or licensed tools.

Financial and Performance Management

Long-Term Objective 4.3 — Provide financial and performance management services to
support efficient and effective program delivery

Office of the Chief Financial Officer

The Office the Chief Financial Officer conducts and promotes effective financial management
activities for the SBA including budget, credit subsidy, financial operations, financial systems,
financial reporting and internal control. It develops and maintains integrated accounting and
financial management systems; directs, manages, and provides policy guidance and oversight of
all Agency financial management personnel, activities, and operations; approves and manages
financial management systems design and enhancement projects; develops budgets for financial
management operations and improvements; implements Agency asset management systems; and
monitors the financial execution of the Agency budget in relation to actual expenditures.

Financial Reporting

e P e e FY 2004 | FY 2005 | FY 2006 | FY 2007 | FY 2007 | FY 2007 | FY 2008 | FY 2009
Y Actual Actual Actual Goal Actual | Variance Goal Goal
Unqualified Opinions for Audit Year No Yes Yes Yes Yes 0% Yes Yes
Number of Material Weaknesses 2 2 1 0 0 0% 0 0

FY 2007 Accomplishments

The Agency’s independent auditor, KPMG, issued an “unqualified” opinion on the FY 2007 financial
statements audit, which is the third year in a row for this achievement, including the FY 2005 result
by SBA's prior auditor. Also, KPMG found in FY 2007, for the first time in seven years, that SBA's
financial reporting was free of material internal control weaknesses. During FY 2007 the Agency
successfully addressed the previous financial reporting weakness through improved procedures to
produce and review the accuracy of its financial statements. Also, the SBA administered for the
second year the OMB A-123 process to bolster internal control over financial activities in business
loans, disaster loans, grants and contracting programs, administrative activities, and the budget
and financial reporting processes.

EY 2008-FY 2009 Planned Performance

The SBA received a “green” rating on the President’s Management Agenda Improved Financial
Performance initiative in the first quarter of FY 2008. This is a result of the “unqualified” opinion
with no repeat material internal control weaknesses on the FY 2007 financial statement audit.
During FY 2008, the Agency will continue to improve the usage of financial management data in
SBA’s management including prompt pay, obligation management and credit portfolio
management. Internal control over financial reporting will be maintained through quality assurance
activities and continual improvement in financial management and internal control procedures and
documentation. A-123 internal control activities will be enhanced by establishing a new office
reporting to the CFO that will consolidate and enhance existing Agency control over financial
activities. Assistance by a financial service contractor will still be required, but at a reduced level in
FY 2008 and FY 2009.
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FY 2009 reporting and audit activities will be conducted on a schedule developed with the
independent auditor, the Office of the Inspector General, and the Office of the CFO. Action on
previous audit findings will be completed as much as possible prior to the fiscal fourth quarter.
Internal control activities over financial reporting will be enhanced based on previous year
experience. Financial system improvements to better manage loan approval increases will be
monitored and adjusted as necessary. Additional support will be provided to the development of
the Loan Management and Accounting System during the year.

Office of Performance Management

The Office of Performance Management is the driving force behind promoting operational
effectiveness, accountability and transparency within the SBA. This mission is accomplished by
developing, coordinating and maintaining Agency efforts to transition itself into an outcome-
oriented, customer-focused, employee-enabled, more accountable and transparent organization.

This office is also the leader in the Agency’s Performance Improvement initiative. This initiative
was designed to develop better performance measures in order to facilitate SBA's continued
movement from measuring activity outputs to measuring programmatic and Agency outcomes.

The Office of Performance Management provides tools and guidance to assist the Agency in
expanding its capacity to conduct and make the most of the results of program evaluations. It
builds Agency capacity for results-based management through training and outreach to program
offices, and supports the Agency’s strategic planning. It also prepares annual accountability and/or
performance reports, and establishes and implements Agency-wide policies for management
integrity and audit follow-up, including internal control.

FY 2007 Accomplishments

The FY 2007 accomplishments of the Office of Performance Management included developing and
managing execution of Agency performance management; supporting monthly operational review
meetings between each program or support office and SBA senior leadership, including
management of an Agency-wide Execution Scorecard; developing and maintaining a staffing model
for Field Operations; and managing development and publication of the FY 2008 - 2013 SBA
Strategic Plan, on time and under budget.

In addition, for the first time, the SBA received the Association of Government Accountants
“Certificate of Excellence in Accountability Reporting” for its FY 2006 Performance and
Accountability Report. This award reflects SBA’s dedication and hard work towards the goal of
financial and budget integration.

EY 2008 - FY 2009 Planned Performance

The SBA will continue building on its improvements in financial reporting, subsidy modeling,
internal control, and data quality in FY 2008 and FY 2009. The Agency will also continue to
improve the quality of its financial management while meeting the accelerated financial statement
deadlines. This is SBA’s highest priority in the financial arena. Additional performance priorities
include:

e The SBA will continue to establish and develop training for performance measures and
performance management for both program and administrative managers.

e The Agency will continue to improve the measurement of its outputs, intermediate
outcomes and outcomes to ensure timely reporting of accomplishments. This will include
improved verification and validation of the data, as well as methodologies for estimates for
end-of-year-data.
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SBA

The Agency plans to continue conducting independent evaluations of its programs. The
focus of these evaluations will be to formally validate the Agency’s economic impact in the
community. During FY 2007, the SBA concluded the study of its financial assistance
programs. Additionally, the performance evaluation of SBA programs that provide
contracting assistance will be fully implemented.

The SBA will increase the focus of performance and budget integration on the Agency’s
support offices and their contribution to the success of the programmatic offices and to the
efficient management of the Agency. Additionally, the Agency will identify methods to
improve performance/cost data availability for supporting performance management.
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Appendix 1 — Data Validation and Verification

Managing for results and integrating performance with budget information require valid, reliable and
high-quality performance measures and data. The SBA faces many challenges in acquiring high-
guality data on both outputs and outcomes. In addition to using output data internally from its own
systems, the SBA relies on data from resource partners (such as SBDCs, SCORE, and WBCs) and
other federal agencies and local governments to assess its accomplishments and effectiveness.
Limitations such as the lack of relevant data for measures, the accuracy and currency of data, and
the reporting capacity of quality data remain major issues for the Agency. Improving data quality
continues to be a high priority for the SBA, as demonstrated by the creation of the Office of
Analysis, Planning and Accountability within the OCFO. The SBA vigorously pursues the following
strategies to address the shortcomings of its data quality:

e Ensuring the validity of performance measures and data. The SBA does this through
assessing the relevancy of performance measures and data.

e Fostering organizational commitment and capacity for data quality. Achieving data quality
through (1) training its managers to make sure they understand the need for quality data,
how to develop valid performance measures and how to ensure data quality; and (2)
managers attesting to the quality of the data under their management.

e Assessing the quality of existing data. Audits and reviews ensure the quality of its financial
data systems. However, the SBA must assess the quality of loan and program data
provided by its resource partners and will include data verification in its lender and
resource partner oversight.

¢ Responding to data limitations. It is not enough to identify data quality problems. Where
there are data limitations, the SBA is working hard to improve quality.

e Reconciling Finances and Performance Costs. The SBA will continue to ensure the
accuracy of this cost-related performance data by reconciling that information with its
financial statements. Achieving this important reconciliation means that the Agency has
strengthened the integration of its financial and performance information.

e The SBA rates every indicator as to the quality of the data. Every indicator has been

subjected to critical review and has been rated as least “Acceptable”. Any indicator that
does not meet the standards of acceptability is rejected as an indicator.
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Appendix 2 — SBA Offices

Office of Advocacy

The Office of Advocacy is an independent voice for small business within the federal government.
It represents the interests of all small entities including small businesses, small organizations and
small governmental jurisdictions. Appointed by the President and confirmed by the United States
Senate, the Chief Counsel for Advocacy directs the office. The Chief Counsel advances the views,
concerns and interests of small business before Congress, the White House, federal agencies,
federal courts and state policy makers. Economic research, policy analyses and small business
outreach help identify issues of concern. Regional Advocates and an office in Washington, D.C.
support the Chief Counsel’s efforts. The Office of Advocacy’s economic research, regulatory
interventions and model state legislation initiative reduce regulatory barriers that impede small
business growth and development.

Office of Capital Access

The Office of Capital Access assists small businesses in obtaining the loans necessary for growth
by being a gap lender, providing assistance to small businesses that otherwise would not qualify for
un-guarantied financing, obtaining equity or taking advantage of procurement opportunities.
Programs include the following:

e The 7(a) loan program requires SBA’s lending partners to certify that the applicant was
unable to qualify for loans elsewhere on reasonable terms.

e The 504 program, which has a statutorily mandated job creation component, fills another
lending gap by providing long term, fixed rate financing for major assets such as real estate
and heavy equipment.

e The Surety Bond Guarantee is a program that serves as a gap surety bond credit provider,
expanding the bond credit and capacity of small contractors that would not otherwise be
able to compete for public and private work.

¢ Small Business Investment Center financings generally support smaller transactions that
may not otherwise receive funding from private venture firms or financial institutions.

e The Office of International Trade develops, oversees and delivers SBA technical
assistance and export finance programs to small business exporters.

o The Office of Credit Risk Management provides risk management based on monitoring,
reviewing and oversight of the 7(a) and 504 lenders; and monitoring and analysis of the
7(a) and 504 portfolios.

Office of the Chief Information Officer

The Office of the Chief Information Officer provides information technology leadership, products,
services and operational support for the SBA. The Chief Information Officer is the principal advisor
to the Administrator on information technology matters and has overall responsibility for
developing, managing and monitoring SBA-wide IT systems, projects, personnel and expenditures.
The office provides information technology governance support to the Agency, ensuring that the
SBA manages its current and prospective IT investment portfolio in accordance with the laws,
regulations and policies applicable across government.

The OCIO manages SBA'’s functional IT units encompassing systems development, operations,
voice and data communications and user support. Directly or through contractors, the OCIO has
responsibility for over 80 current, mission oriented IT systems that support SBA program delivery
and enable the Agency to equip and outfit its employees with current hardware, software and
computing tools, such as email, wireless capabilities and remote access for telecommuters. This
office manages and maintains SBA’s web presence on www.sba.gov and is also the federal
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managing partner for the Business Gateway, www.Business.qgov, a single site resource connecting
government to the small business community and entrepreneurs.

The OCIO is also the Agency’s lead office for information security, data privacy, electronic identity
protection and incident reporting, including information technology aspects of COOP (continuity of
operations planning).

Office of Communications and Public Liaison

The Office of Communications and Public Liaison has the principal responsibility for developing
and implementing effective communications strategies to ensure that SBA’s mission, programs,
services and initiatives are articulated clearly and consistently to the American public in general
and the small business community in specific. It supports field and program offices with planning
and implementation of effective communications strategies. The office plays the chief role in
articulating, explaining and promoting Agency policy and goals to the national news media.

OCPL also ensures that Agency employees remain informed on mission-critical and strategic
developments within the Agency. It coordinates internal messaging and communication. It works
with SBA’s program and support offices to inform employees about key Agency developments and
update them on progress toward Agency goals.

Through the Office of Strategic Alliances within OCPL, the SBA forms alliances with for-profit
corporations, small businesses, non-profit organizations, trade and professional associations,
academic institutions, and public sector agencies. The alliances offer opportunities to network on
areas of common interest.

Office of Congressional and Legislative Affairs

The Office of Congressional and Legislative Affairs assists in the development of SBA legislative
programs and serves as SBA’s communications focal point on legislation and congressional
activity. The office monitors legislation and policies introduced in Congress and government
agencies to determine their effects on the SBA and small business. It furthers the goals of the SBA
and enables Members of Congress to best serve their small business constituency by promptly
providing accurate, current and continuous information to Members of Congress, congressional
committees and others interested in SBA programs. It also devises and implements legislative
strategy and has primary responsibility for all matters relating to congressional and legislative
functions and the SBA. It provides liaison with legislative personnel at the White House, the Office
of Management and Budget and various federal departments and agencies. It coordinates with
program offices and field offices to ensure continuity and consistency in SBA’'s communications
with Congress.

Office of Disaster Assistance

The Office of Disaster Assistance plays a vital role in the aftermath of disasters. Through it, the
SBA is responsible for providing affordable, timely, and accessible financial assistance to
homeowners, renters and businesses of all sizes affected by disaster. Financial assistance is
available in the form of low interest, long term loans. SBA’s disaster loans are the primary form of
federal assistance for the repair and rebuilding of non-farm, private sector disaster losses. For this
reason, the disaster loan program is the only form of SBA assistance not limited to small
businesses. ODA makes two types of disaster loans:

¢ Physical disaster loans are for permanent rebuilding and replacement of uninsured or
underinsured disaster damaged privately owned real and/or personal property. These
loans are available to homeowners, renters, businesses of all sizes and nonprofit
organizations.

SM FY 2009 Performance Budget and FY 2007 Performance Report 102


http://www.business.gov/�

e Economic injury disaster loans provide necessary working capital until normal operations
resume after a disaster. Economic injury disaster loans are restricted to small businesses.

Office of Entrepreneurial Development

The Office of Entrepreneurial Development serves small business through outreach and
public/private sector collaborative ventures and other creative mechanisms. It helps entrepreneurs
take advantage of opportunities by providing free and low cost training and counseling, topical
information and management assistance critical to start and grow a small business. The tools used
to accomplish this are resource partners that include Small Business Development Centers,
Women'’s Business Centers and SCORE, and SBA'’s district offices.

The Small Business Development Center program funds 63 lead centers and 1,100 service
locations in every state plus the District of Columbia and U.S. territories. Through these centers,
and in partnership with the Association of Small Business Development Centers, the SBA provides
up-to-date counseling, training and management assistance.

The Women'’s Business Center program represents a national network of more than 100
educational resource centers designed to assist women start and grow small businesses. WBCs
operate to level the playing field for women entrepreneurs, who still face unique obstacles in the
world of business.

SCORE is a nationwide network of 10,500 volunteers who provide no-cost counseling and
mentoring, on line and face-to-face. The organization is a key resource partner of the SBA. Its
mission is to provide resources and expertise to maximize the success of existing and emerging
small businesses.

Office of Equal Employment Opportunity and Civil Rights Compliance

To advance Agency-wide diversity at all levels, and equal access to programs and activities
receiving SBA financial assistance, this office works to prohibit discrimination against employees
and applicants based on: race, color, sex, age, religion, disability, national origin and retaliation for
opposition to discriminatory practices or participation in the EEO process. The office of EEO and
CRC also works to achieve equal employment opportunity for all qualified employees consistent
with the nation’s workforce diversity. The office ensures that no person is denied the benefits of,
excluded from participation in or subjected to discrimination under any program or activity receiving
SBA financial assistance based on race, color, sex, age, disability, national origin and marital
status. In addition, the office ensures that individuals with disabilities have equal access to SBA-
conducted or co-sponsored programs and activities.

Office of Faith-Based and Community Initiatives

The Office of Faith-Based and Community Initiatives promotes SBA partnerships with faith-based
and community organizations to help people receive training and credit assistance. The office
provides information on grants for training, but does not make the actual funding decisions. Those
decisions are made through procedures established by each grant program. There is no grant
funding set-aside for this initiative.

Office of Field Operations

The Office of Field Operations represents SBA field offices at headquarters. This office provides
policy guidance and oversight to regional administrators and district directors in implementing
Agency goals and objectives, and in solving problems in specific operational areas; establishes and
monitors performance goals for district offices; provides Associate Deputy Administrators,
Associate Administrators and General Counsel with a vehicle for overseeing field office program
and policy implementation; provides feedback to headquarters management regarding the
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performance of programs; ensures that field offices have adequate input to all policy formation and
participate in policy deliberations at headquarters; organizes reviews of field offices; and informs
the SBA Administrator of field activity.

Office of General Counsel

The Office of General Counsel provides legal advice to senior management in support of all
programs and initiatives; minimizes the Agency’s legal risks and costs; reduces litigation exposure;
and ensures compliance with applicable statutes, regulations, Executive Orders and other legal
requirements. OGC provides the legal support necessary to defend SBA'’s interests in judicial and
administrative actions, and proactively represent the Agency in all legal matters that arise in the
context of its financial assistance, procurement and contracting programs, as well as labor and
employment disputes.

Office of Government Contracting and Business Development

The Office of Government Contracting and Business Development promotes increased small
business participation in the federal procurement market for goods and services. It fulfills SBA’s
statutory mission to ensure that a fair share of federal procurement goes to small businesses.
Several of the government-wide goals are statutory, including those for small businesses, small
disadvantaged businesses, women-owned small businesses, HUBZone small businesses and
service disabled veteran-owned small businesses. Programs include the following:

e Prime Contracting — negotiates federal agency procurement goals, monitors performance,
encourages the use of small business sources, provides procurement training and
technical assistance to small firms and provides policy direction and guidance to federal
agencies.

e Subcontracting — works with large prime contractors to increase substantive small
businesses’ participation as subcontractors in the federal marketplace.

¢ HUBZone Empowerment Contracting — stimulates economic development and creates jobs
in urban and rural communities by providing federal contracting preferences to small
businesses in HUBZones.

e 8(a) and SDB Business Development — are programs for small disadvantaged businesses.

Office of Hearings and Appeals

The Office of Hearings and Appeals provides an independent, quasi-judicial appeal of certain SBA
program decisions. The office adjudicates disputes rising in numerous jurisdictional areas. These
include appeals regarding SBA formal size determinations; appeals from contracting officer
designations of NAICS codes for procurements government-wide; appeals from certain SBA
determinations relating to development companies; and appeals from Agency and private certifier
small disadvantaged business determinations, all of which, by regulation, may be decided either by
an Administrative Judge or an Administrative Law Judge. The office’s jurisdiction also includes
8(a) program eligibility, suspension and termination appeals and salary offset appeals, all of which,
by statute, must be decided by an Administrative Law Judge.

Office of the Inspector General

The Office of Inspector General is an independent office created by law within the SBA to: conduct
and supervise audits, investigations and other reviews relating to SBA programs and supporting
operations; detect and prevent waste, fraud, and abuse; and promote economy, efficiency, and
effectiveness in the administration and management of SBA programs. The Inspector General
keeps the SBA Administrator and the Congress fully informed of any problems, recommends
corrective actions and monitors progress in the implementation of such actions. The two operating
components of the OIG are the Auditing Division and the Investigations Division. Each division
administers its respective activities through field offices around the country. The Management and
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Policy and Counsel divisions support both the Inspector General and the operating divisions by
providing policy, planning, administrative and legal services.

Office of Management and Administration

The Office of Management and Administration supports SBA program areas in fulfilling their
objectives. Within M&A are the offices of Business Operations, Human Capital Management and
the Executive Secretariat.

The Office of Business Operations plans, directs, and executes all administrative management
functions within SBA headquarters, and monitors administrative programs in field offices. OBO
develops policies and procedures for the procurement of supplies, equipment, and non-personnel
services. This office also implements and manages approved grants and cooperative agreements.

The Office of Human Capital Management develops and provides innovative human capital
strategies. The OHCM advises SBA management with respect to selecting, developing and
managing a high quality, productive workforce. This office sets SBA’s workforce development
strategy; assesses current workforce characteristics and future needs based on SBA’s Strategic
Plan; aligns human resources policies with organization mission, strategic goals, and performance
outcomes; develops and advocates a culture of continuous learning to attract and retain employees
with superior abilities; identifies best practices and benchmarks studies; and creates systems for
measuring intellectual capital and identifying links of that capital to organizational performance and
growth. This office also implements laws, rules and regulations governing the civil service.

The Office of the Executive Secretariat works with senior management officials to formulate the
Administrator’s and Deputy Administrator’s written correspondence. ExecSec reviews, edits and
manages correspondence, rules and regulations. The office also reports products to and from the
Office of the Administrator, Deputy Administrator and Chief of Staff. Together with CLA, OGC and
program offices, ExecSec ensures that correspondence and written products are delivered in the
most timely and efficient manner, while providing useful, reliable information and advice to
Congress, other federal agencies, and small business owners nationwide.

Office of the National Ombudsman

The Office of the National Ombudsman fosters a more small business—friendly federal regulatory
enforcement environment by assisting small businesses when they experience excessive federal
regulatory enforcement actions, such as repetitive audits or investigations, excessive fines,
penalties, threats, retaliation or other unfair enforcement action by a federal agency. It does this by
evaluating how federal agencies treat small businesses during enforcement or compliance actions.

National Women’s Business Council

The National Women's Business Council is an independent bi-partisan federal advisory council
created to serve as a source of advice and policy recommendations to the President, Congress,
and the SBA on economic issues of importance to women business owners. The Council's mission
is to promote bold initiatives, policies and programs designed to support women's business
enterprises at all stages of development in the public and private sector marketplaces.

Although the National Women’s Business Council is a policy office, the Council undertakes
additional programs and initiatives in support of women-owned businesses. By law, two annual
public council meetings are held as well as national public roundtable events. The Council
publishes research and issue reports on topics such as access to capital, access to markets, health
care and federal procurement, and fact sheets on the numbers and growth of categories of women-
owned firms. The Council manages two web sites, www.nwbc.gov and www.womenbiz.gov.
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Office of Native American Affairs

The Office of Native American Affairs coordinates initiatives and develops policies and procedures
to ensure that SBA assistance is made available to American Indians, Native Alaskans, and Native
Hawaiians. Principal initiative consists of two major components — marketing and outreach, and
training to enhance business opportunities.

Office of Performance Management and Chief Financial Officer

The Office of Performance Management and Chief Financial Officer conducts and promotes
effective financial management activities for the SBA, including budget, credit subsidy, financial
operations, financial systems and internal control. It develops and maintains integrated accounting
and financial management systems; directs, manages, and provides policy guidance and oversight
of all Agency financial management, personnel, activities and operations; approves and manages
financial management systems design and enhancement projects; develops budgets for financial
management operations and improvements; implements Agency asset management systems; and
monitors the financial execution of the Agency budget in relation to actual expenditures.

The Office of Performance Management is the driving force behind promoting operational
effectiveness, accountability, and transparency within the SBA. Its mission is to support planning,
execution, measurement and evaluation of the Agency’s program and operational activities for the
Office of the Administrator; to plan and manage the Agency's strategic planning efforts and
alignment with resources; to report the Agency’s financial and performance information; and to
support the improved effectiveness and efficiency of programs.

The office also prepares annual accountability and/or performance reports, and establishes and
implements Agency-wide policies for management integrity and audit follow-up, including internal
control.

Office of Policy and Strategic Planning

The Office of Policy and Strategic Planning develops strategic policy priorities, plans the
implementation of policy initiatives that support these priorities, supplies timely and relevant policy
advice to the Administrator, and synthesizes input and ideas from the Administration, the private
sector, non-profit organizations and the academic community to inform the Agency's policy
formulation process.

Office of Veterans Business Development

Statutes direct the Office of Veterans Business Development to conduct comprehensive outreach
on behalf of the Agency and to be responsible for the formulation, execution and promotion of
policies and programs of the Administration. To accomplish these tasks, OVBD operates a
national outreach initiative and provides direct service delivery through utilization of funding
agreements with resource partners, coordination of outreach and service delivery with other federal
agency partners, and development of Agency program initiatives.
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Appendix 3 — SBA’s Actions in Response to PART Evaluations

Program Name

Section 7 (a) Guaranteed Loan Program

Ratings

FY2002

FY2003

FY2004 Adequate

FY2007 Moderately Effective

Major Findings

The program is generally successful in extending financial assistance to small businesses that would ordinarily
not be eligible for traditional loans. SBA's portfolio is made up of borrowers that are more risky (evidenced by
lower credit scores) than comparable private sector lending small business portfolios.

The program has increased its loan volume and has contributed significantly to the Agency's goal of meeting the
needs of small businesses that ordinarily cannot gain access to capital. However, while the program tracks and
reports on its long-term measures, the program does not have performance targets.

Cost efficiencies have been realized through relying on lenders to originate, service, and liquate loans, along with
the elimination of credit subsidy and administrative improvements. From 2003 to 2006, unit cost per loan
decreased from $2,778 to $461.

Actions Taken/Planned

We are taking the following actions to improve the performance of the program:

Collecting data and setting targets for new outcome performance measures.

Revising the Standard Operating Procedure (SOP) for loan processing and approval.

Updating rules and regulations for the SBA Express program to replace the existing program guide.

Program Name

SCORE

Ratings

FY2002 Moderately Effective

FY2003 Moderately Effective

FY2004 Moderately Effective

Major Findings

The program has successfully brought together volunteers with entrepreneurs for mentoring.

Due to the use of volunteers, the cost per client under the SCORE program was low relative to similar programs.

While client satisfaction is high, there are no other data to show that the program has resulted in long-term
benefits to recipients.

Actions Taken/Planned

We are taking the following actions to improve the performance of the program:

Developing a standardized evaluation strategy for all of its technical assistance programs. The first performance
survey was undertaken in FY 2005.

Program Name

Small Business Development Centers

Ratings

FY2002 Moderately Effective

FY2003 Moderately Effective

FY2004 Moderately Effective

Major Findings

Hourly costs of counseling services vary significantly across Small Business Development Centers without any
evidence that the quality of services or outcomes differed.

Funds are allocated to Small Business Development Centers based upon formulas rather than performance.

An independent evaluation of the program estimated that each $1 spent on counseling resulted in $2.78 in tax
revenue.

Actions Taken/Planned

We are taking the following actions to improve the performance of the program:

Implementing a new 5-year strategic plan with meaningful annual and long-term outcome-oriented measures.

Conducting a multi-year study of all of its technical assistance programs. The first survey was undertaken in FY
2005.

.

Proposing legislation that would make lead center grants competitive to help promulgate best practices.
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Program Name

Small Business Investment Companies Debentures

Ratings

FY2007 Moderately Effective

Major Findings

The program is successful in extending financial assistance to small businesses. In the last two years, SBIC
Debentures have made $3.3 billion in financing loans to small businesses looking for expansion, later stage and
bridge type financing.

o

The program maintains strong financial management practices and uses financial performance data effectively to
analyze trends and assess risk. The program tracks cost effectiveness and utilizes rigorous financial practices
with regard to Licensing, Operations, Funding & Administration, and Liquidations. SBA continues to respond to I1G
reports concerning management and programmatic challenges.

The program should attempt to better address and define that it serves a specific existing need. Although SBIC
Debentures perform financing across a more dispersed geographic area and across more industries than private
venture capital, SBA should develop measures to evaluate and ensure the effectiveness of the program in
addressing potential market failures or opportunity gaps.

Actions Taken/Planned

We are taking the following actions to improve the performance of the program:

Enhancement of financial monitoring systems to improve re-estimates and guarantee continuance of zero
subsidy.

Seeking to improve response time in operations and licensing in order to expedite approvals necessary for
SBICs.

Program Name

Section 504 Certified Development Company Guaranteed Loan Program

Ratings

FY2002 Adequate

FY2003 Adequate

FY2004 Adequate

FY2007 Moderately Effective

Major Findings

The program has strong loan oversight and management practices. Through a new lender monitoring system, the
program can differentiate between well-performing and lagging CDCs, and respond appropriately. Further, cost
efficiencies have been gained.

0

Competition among CDCs has increased, resulting in improved borrower access to loans. Regulatory changes
implemented in 2004 allowed CDCs to expand their area of operations to the state they are located in, giving
borrowers and lenders more choices.

Since the 504 regulatory changes in November 2003, the 504 program has experienced significant increase in its
loan volume. All CDCs now have statewide authority and subsequently all have the ability to expand into their
contiguous states either as a multi-state expansion (the entire state) or as a Local Economic Area Expansion
(LEA) (contiguous counties in a contiguous state). Since the change in the regulations, there have been
approximately 60 expansions by CDCs into contiguous state. Also the Agency has certified 21 new CDCs.

As of 8/3/2007 there has been 8,857 loans approved for the year as compared to YTD info prior to the change in
August 3, 2003 of 5,402. This represents an increase of 64% in number of loans processed FY to date as
compared to volume prior to the regulatory changes. In dollars for FY 07 YTD $5,189,642,000 has been approved
compared to FYO3 YTD $2,486,231,000, representing an increase of 109%.

Actions Taken/Planned

We are taking the following actions to improve the performance of the program:

Collecting data and setting standards for the program's outcome performance measures.

Revising standard operating procedures to improve loan processing and approval.

Program Name

Women's Business Centers

Ratings

FY2006 Moderately Effective

Major Findings

0

In 2005, the Small Business Administration developed new baselines for its annual goals and updated its
definition of clients. This will eliminate duplication in counting the number of clients assisted.

An independent study has shown that the Women's Business Center (WBC) program is effective in reaching its
target audience. As compared to similar technical assistance programs, WBC serves a higher percentage of
minority and economically disadvantaged clients.

Frequent statutory changes impact the Agency's ability to effectively manage the program. For example, the
percentage of funding allocated annually for sustainability of existing centers fluctuates widely in appropriations
language, making it difficult to plan and open new centers in underserved areas.

Actions Taken/Planned

We are taking the following actions to improve the performance of the program:

Conducting a study to determine whether the program duplicates or complements other technical assistance.

Undertaking a further study to establish a link between the program and the Agency's outcomes.
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Program Name

Small Business Surety Bonds

Ratings

FY2005 Adequate

Major Findings

Program enhancements are needed to maximize effectiveness and achieve performance goals. In particular,
SBA needs to develop an Internet-based electronic application and claims processing system and restructure its
program outreach.

A rigourous program evaluation is necessary to determine whether the program supplements or supplants private
surety bonding activities.

Actions Taken/Planned

We are taking the following actions to improve the performance of the program

°

Restructuring the field component of the program and linking district office goals to program performance.

Implementing an internet-based application and claim processing system.

Undertaking evaluations of the program.

Program Name

Hub-Zone

Ratings

FY2002 Moderately Effective

FY2003 Moderately Effective

FY2004 Effective

FY2005 Moderately Effective

Major Findings

The HUBZone Program is targeted to provide expanded Federal contract opportunities to firms located in
approximately 11,600 metropolitan census tracts, 1,400 non-metropolitan counties, Indian Lands, and 150 areas
affected by base closures and realignments. These are areas that suffer high unemployment and/or low
household income.

The Inspector General found some inelligible companies certified under the program.

Actions Taken/Planned

We are taking the following actions to improve the performance of the program:

°

Implementing program procedures to verify economic disadvantage of groups automatically assumed to qualify
for the program.

Reviewing 5% of the portfolio annually for compliance with program requirements.

o

Improving the timeliness of decertification of inelligible firms.

Program Name

8(a) Business Development Program

Ratings

FY2002 Moderately Effective

FY2003 Moderately Effective

FY2004 Effective

FY2005 Adequate

Major Findings

.

The Inspector General has recommended that SBA adopt a detailed definition of what it means to be
economically disadvantaged and to reconsider the current exclusion of residential and business equity in the
computation of an individual's net worth.

A new information system is needed to replace the ineffective and inefficient Servicing and Contracts
System/Minority Enterprise Development Central Office Repository data system.

The program should be re-positioned as a business development program for culturally and economically
disadvantaged entrepreneurs rather than focusing on Federal procurement.

Actions Taken/Planned

We are taking the following actions to improve the performance of the program:

°

Stengthening criteria relating to economic disadvantage.

Developing and implementing new information technology management systems including electronic applications
and annual review processing as well as a dynamic management reporting system.

o

Centralizing 8(a) annual review process to reduce costs.
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Appendix 4 — Appropriations Language

Salaries and Expenses

For necessary expenses, not otherwise provided for, of the Small Business Administration as
authorized by Public Law 108-447, including hire of passenger motor vehicles as authorized by 31
U.S.C. 1343 and 1344, and not to exceed $3,500 for official reception and representation
expenses, [$344,123,000] $328,159,000: Provided, That the Administrator is authorized to charge
fees to cover the cost of publications developed by the Small Business Administration, and certain
loan program activities, including fees authorized by section 5(b) of the Small Business Act:
Provided further, That, notwithstanding 31 U.S.C. 3302, revenues received from all such activities
shall be credited to this account, to remain available until expended, for carrying out these
purposes without further appropriations: Provided further, That [$97,120,000] $87,120,000 shall be
available to fund grants for performance in fiscal year [2008]2009 or fiscal year [2009]2010 as
authorized: Provided further, that $7,654,400 shall be available for the Loan Modernization and
Accounting System, to be available until September 30, 2010. (Financial Services and General
Government Appropriations Act, 2008.)

Office of Inspector General

For necessary expenses of the Office of Inspector General in carrying out the provisions of the
Inspector General Act of 1978, [$15,000,000] $15,500,000. (Financial Services and General
Government Appropriations Act, 2008.)

Disaster Loan Program Account (including transfers of funds)

For the cost of direct loans authorized by section 7(b) of the Small Business Act, $14,301,000, to
remain available until expended: Provided, That such costs, including the cost of modifying such
loans, shall be as defined in section 502 of the Congressional Budget Act of 1974.

In addition, for administrative expenses to carry out the direct loan program, $160,068,000, to be
available until expended, of which $1,000,000 is for the Office of Inspector General of the Small
Business Administration for audits and reviews of disaster loans and the disaster loan program and
shall be paid to appropriations for the Office of Inspector General; of which $150,068,000 is for
direct administrative expenses of loan making and servicing to carry out the direct loan program,
which may be paid to appropriations for Salaries and Expenses; and of which $9,000,000 is for
indirect administrative expenses, which may be paid to appropriations for Salaries and Expenses.

Business Loans Program Account (including transfers of funds)

[For the cost of direct loans, $2,000,000, to remain available until expended: Provided, That such
costs, including the cost of modifying such loans, shall be as defined in section 502 of the
Congressional Budget Act of 1974: Provided further, That subject]Subject to section 502 of the
Congressional Budget Act of 1974, during fiscal year [2008]2009 commitments to guarantee loans
under section 503 of the Small Business Investment Act of 1958 shall not exceed $7,500,000,000:
Provided further, That during fiscal year [2008]2009 commitments for general business loans
authorized under section 7(a) of the Small Business Act[,] shall not exceed $17,500,000,000:
Provided further, That during fiscal year [2008]2009 commitments to guarantee loans for
debentures under section 303(b) of the Small Business Investment Act of 1958, shall not exceed
$3,000,000,000: Provided further, That during fiscal year [2008]2009, guarantees of trust
certificates authorized by section 5(g) of the Small Business Act shall not exceed a principal
amount of $12,000,000,000. In addition, for administrative expenses to carry out the direct and
guaranteed loan programs, [$135,414,000] $138,480,000, which [may be transferred to and
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merged with]shall be paid to the appropriations for Salaries and Expenses. (Financial Services and
General Government Appropriations Act, 2008.)

Business Loans Program Account

Subject to section 502 of the Congressional Budget Act of 1974, during fiscal year 2009, the
principal amount of direct loan obligations as authorized under section 7(m) of the Small Business
Act shall not exceed $25,000,000.

Surety Bond Guarantees Revolving Fund

For additional capital for the Surety Bond Guarantees Revolving Fund, authorized by the Small
Business Investment Act of 1958[, $3,000,000] as amended, $2,000,000, to remain available until
expended. (Financial Services and General Government Appropriations Act, 2008.)

General Provisions

Sec. 530. Not to exceed 5 percent of any appropriation made available for the current fiscal year
for the Small Business Administration in this Act may be transferred between such appropriations,
but no such appropriation shall be increased by more than 10 percent by any such transfers:
Provided, That any transfer pursuant to this paragraph shall be treated as a reprogramming of
funds under section 610 of this Act and shall not be available for obligation or expenditure except in
compliance with the procedures set forth in that section.

[Sec. 531. All disaster loans issued in Alaska or North Dakota shall be administered by the Small
Business Administration and shall not be sold during fiscal year 2008.]

[Sec. 532.

(a) Funds made available under section 613 of Public Law 109-108 (119 Stat. 2338) for Nevada's
Commission on Economic Development shall be made available to the Nevada Center for
Entrepreneurship and Technology (CET).

(b) Funds made available under section 613 of Public Law 109-108 for the Chattanooga Enterprise
Center shall be made available to the University of Tennessee at Chattanooga.]

[Sec. 533. Public Law 110-28 (121 Stat. 155) is amended in the second paragraph of chapter 4 of
title IV by inserting before *"$25,000,000" the phrase ““up to".]

[Sec. 534. For an additional amount under the heading ~~Small Business Administration, Salaries
and Expenses", $69,451,000, to remain available until September 30, 2009, shall be for initiatives
related to small business development and entrepreneurship, including programmatic and
construction activities: Provided, That amounts made available under this section shall be provided
in accordance with the terms and conditions as specified in the explanatory statement described in
section 4 (in the matter preceding division A of this consolidated Act). ] (Financial Services and
General Government Appropriations Act, 2008.)
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Appendix 5 — E-Gov Quantifiable Benefits Report

According to the President's Management Agenda, the E-Government initiatives serve citizens, businesses, and federal employees by delivering
“high quality” services more efficiently at a lower price. Instead of expensive “stove-pipe” operations, agencies work together to develop common
solutions which achieve mission requirements at reduced costs, thereby making resources available for higher priority needs.

This report details the FY 2008 and FY 2009 Agency contributions for the following E-Government initiatives by the

Small Business Administration (SBA) and the benefits to be realized

Government to Citizen Portfolio Government to Business Portfolio Government to Government Portfolio

Plan (Page A-2)

¢ E-Rulemaking (Page A-4)

+ Disaster Assistance Improvement ¢ Business Gateway (Page A-3) ¢ Grants.gov (Page A-5)

Lines of Business (LoB)

¢ Budget Formulation & Execution LoB (Page A-5)
¢ Financial Management LoB (Page A-6)

¢ Geospatial LoB (Page A-7)

¢ Grants Management LoB (Page A-7)

¢ |IT Infrastructure LoB (Page A-8)

Internal Efficiency and Effectiveness Portfolio

¢ Integrated Acquisition Environment — Loans &
Grants (Page A-9)

+ Integrated Acquisition Environment (Page A-9)

This report is being produced pursuant to OMB Circular A-11, Sections 22.6 and 53.5.
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E-Gov

Initiative

Managing

Partner/PM |J Contribution

SBA
Service Fee

Description of Benefit

Detailed

Disaster Department of FYO08: FY08: N/A The Disaster Assistance Improvement Program As an agency with programs that will
Assistance Homeland $204,160 (DIAP) is a government-wide initiative to improve the participate directly with the DAIP, the
Improvement [Security (DHS) FY09: N/A delivery of assistance to disaster victims. Through Small Business Administration (SBA)
Plan (DAIP) FY09: modification of an existing E-Gov initiative, will provide a streamlined application
$204,160 GovBenefits.gov, DAIP provides a one-stop portal for | and status update process for citizens
those affected by disasters by providing information that apply to those participating
on programs offering disaster assistance and programs. This will help the SBA fulfill
screening of benefits for which they may be eligible. its mission to deliver assistance to
After determining their eligibility, users may apply for disaster victims. The SBA will be able
disaster assistance benefits using a single application | to take advantage of the on-line
through FEMA, leading to a more simplified, application and status capability that
streamlined process. All benefit applications are DAIP provides to channel applicants to
adjudicated by the appropriate agency. DAIP will also | a lower cost alternative, which should
allow returning users to check the status of the provide cost savings for the agency in
request for benefits available through the single areas such as call center costs.
application. DAIP includes member agencies that Through the pre-screening for the
have programs that provide benefits for persons in programs that will be provided through
response to disasters; help facilitate the application DAIP, the SBA will also allow citizens
and delivery process through validation; have other the ability to learn about programs that
resources that may assist disaster victims; or are they may be eligible for, and will
otherwise relevant to those who are impacted by reduce the number of invalid
disasters. During its first year of operation, the DAIP applications that the SBA has to
Program Office will quantify and report on the benefits | process. Furthermore, by implementing
and cost savings for each member agency. authentication mechanisms on all
applications to ensure their identity
before applying, DAIP will reduce
exposure of individuals to identify theft.
Business Small FYO08: FY08: N/A SBA’s mission — to “maintain and strengthen the SBA will receive the following benefits:
Gateway Business $525,600 nation's economy by aiding, counseling, assisting and
Administration FY09: N/A protecting the interests of small businesses and by Contact center savings: Due to the use
(SBA) FY09: helping families and businesses recover from national | of Business.gov and Forms.gov a
$537,648 disasters” — is inextricably tied to Business Gateway’s | decrease in misdirected calls is
mission of providing the nation’s businesses with expected resulting in cost savings for
easier access to information and tools to reduce SBA.
burden and help businesses comply with government
regulations. Maintenance savings: Business.gov’s

SBA
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E-Gov
Initiative

Managing
Partner/PM |J Contribution

SBA
Service Fee

Description of Benefit

Detailed

A key rationale for building the Business Gateway
(www.Business.gov) is to fulfill the statutory mission of
SBA to help small businesses succeed by creating a
more approachable, responsive, and accessible
government. SBA's goal, as managing partner of the
initiative, is to use the internet to improve the service,
efficiency, and effectiveness of business operations,
and to transform government into an innovative,
reliable, trustworthy and citizen-centered partner. By
creating a single portal for business information, such
as regulatory compliance information, Business
Gateway directly benefits SBA’s “customers” (e.g.,
small business, associations, etc.), many of whom are
subject to complex regulatory requirements across
multiple agencies.

SBA'’s constituents could potentially receive significant
benefits from Business Gateway including time and
cost savings, assistance in compliance with the Small
Business Paperwork Relief Act, and reduction in
burden hours. Through increased outreach, more
constituents will be able to realize these benefits.

search technology will provide SBA
with valuable user statistics and
feedback, enabling it to simplify content
management on its business
compliance site.

Increased forms management: By
making 69 forms (to date) available on
Forms.gov, SBA saves agency time in
forms management, and is expected to
produce significant savings in paper
and postage.

Increased exposure: Business.gov now
houses 168 SBA compliance links (to
date) providing cross-agency
effectiveness to American businesses.

Reduced burden on field offices: By
directing compliance-related inquiries
to Business.gov, agencies with field
offices will save training and staff-time
dollars.

Data harmonization: Every federal
agency should have and participate in
at least one “vertical” opportunity; in
the case of SBA, for example, there
may be opportunities to harmonize
forms and data collection processes
with Commerce Department and
Treasury as they all gather economic
information and adjust revenue
projections. Labor Department and
Commerce Department together saved
$341,000 in the first three years of their
vertical, and are expected to save
$570,000 over 5 years.

SBA
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E-Gov
Initiative

Managing
Partner/PM

Contribution

SBA
Service Fee

Description of Benefit

Detailed

capital and staffing needs.

E-Rulemaking |[Environmental FYO08: FY08: N/A SBA’s mission is to maintain and strengthen the SBA benefits in several ways through
Protection $135,000 nation’s economy by aiding, counseling, assisting and | its participation and reliance on FDMS
Agency (EPA) FYO09: promoting the interest of small businesses and by and Regulations.gov. SBA gains
FY09: $0 $36,475 helping families and businesses recover from natural substantial benefits by improving the
disasters. SBA migrated to the Federal Docket transparency of its rulemaking actions
Management System (FDMS) in December 2006. By | as well as increasing public
implementing FDMS, SBA's internal rulemaking participation in the regulatory process.
business processes have been made more Direct budget cost savings and cost
transparent and open for public participation. Further, | avoidance result from SBA'’s transition
FDMS provides SBA with a secure, centralized to FDMS and Regulations.gov,
electronic repository for managing its rulemaking enabling the agency to discontinue
development via distributed management of data and | efforts to develop, deploy, and operate
robust role-based user access. Between January and | specific individual online docket and
October 2007, SBA posted 23 Federal Register rules | public comment systems. Over five
and proposed rules in Regulations.gov and posted 50 | years, SBA is estimated to save over
public comments. 300 thousand dollars over alternative
options that would provide similar
services. These figures were
calculated in the summer of 2007 by an
independent economist hired by the E-
Rulemaking Program to develop a
robust Cost-Benefit Model.
Grants.gov Department of FYO08: FY08: N/A The Grants.gov initiative continues to benefit SBA and | In FY 2008 SBA had posted 7 funding
Health & $133,900 its grant programs by providing a single location to opportunities, 7 application packages
Human FY09: N/A publish grant funding opportunities and application and received 310 Electronic
Services FY09: packages, and by providing a single site for the grants | Submissions from the grants
(HHS) $129,299 community to apply for grants using common forms, community via Grants.gov. SBA use
processes, and systems. SBA derives its largest government-wide forms 100% of the
source of benefits from Grants.gov by not having to time for its application packages.
develop its own system for collecting electronic grant
applications for paper-based grant programs.
Budget Department of |FY08: $45,000 | FY08: N/A BFE LoB provides significant benefits to partner To help agencies assess their budget
Formulation |Education agencies by encouraging best practices crossing all systems requirements, BFE LoB
& Execution FYO09: $45,000 | FY09: N/A aspects of federal budgeting — from budget created a decision matrix. SBA will
(BFE) LoB formulation and execution to performance to human benefit from using this matrix as a

starting point in determining specific
system needs. In 2008, BFE LoB wiill

SBA
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E-Gov
Initiative

Managing
Partner/PM

Contribution

SBA
Service Fee

Description of Benefit

Detailed

To benefit all agencies, including SBA, BFE LoB, in
conjunction with Department of the Treasury as the
system owner, made available the first shared fee-for-
service budget formulation system, the Budget
Formulation and Execution Manager (BFEM). BFE
LoB and Treasury are currently gathering
requirements for a new Performance Measure
Manager (PMM) module that will allow users to
automate the definition, collection, and reporting of all
types of performance measures. The PMM will be
available in 2008. The BFEM system is an option for
SBA and any SBA component that is in need of a
budget formulation or performance measurement
system.

further benefit agencies by evaluating
known budget systems against the
decision matrix and making that
information available so each agency
can avoid the cost of performing that
step individually.

In addition, BFE LoB created a secure
government-only collaboration website,
known as the “MAX Federal
Community.” This provides a significant
benefit for collaboration across and
within agencies. It is used within the
budget community, and has been
expanded to serve other related
communities, such as Grants, Financial
Management, Performance, and
Planning. SBA currently has 41 users
that are registered and eligible to take
advantage of the MAX Federal
Community. The Community site is
commonly used for sharing

information, collaboratively drafting
documents, supporting workgroups,
and much more.

Financial
Management
(FM) LoB

General
Services
Administration
(GSA)

FY08: $44,444

FY09: $44,444

FYO08: N/A

FY09: N/A

Agencies participating in the FM LoB benefit from the
government-wide enterprise architecture standards
developed by the FM LoB. These improve the
management of financial information within their
agencies.

The Common Government-wide Accounting Code
standard allows Chief Financial Officers (CFOs) to
aggregate and report data across bureaus and
departments.

The Performance Metrics for application hosting

The FM LoB developed a Migration
Planning Guidance, telling agencies
how to evaluate and select SSPs, and
how to migrate their operations to that
Provider.

The FM LoB is developing a Charge
Card Interface to save agencies the
cost of developing these themselves.
The FM LoB is also developing
standard interfaces with common
systems (e.g. Lines of Business and E-

SBA
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E-Gov
Initiative

Managing
Partner/PM

Contribution

SBA
Service Fee

Description of Benefit

Detailed

allows CFOs and other managers to compare
operational efficiency and effectiveness among their
own bureaus; and between Shared Service Providers
(SSPs).

The Business Process Standards for Payments and
Funds Control developed collaboratively by all
agencies within the FM LoB allow CFOs to unify
business processes across their department or
agency. Standard business processes also bring
efficiencies to SSPs by insuring that all customer
agencies use the same processes transactions. The
FM LoB will extend this work, developing standard
business processes for Reimbursables and for
receivables.

Gov initiatives). By defining
government-wide common interfaces,
agencies avoid the expense of defining
these interfaces themselves.
Uniformity in these interfaces also
reduces audit time and expense, and
insures uniform business process
standards.

The FM LoB alignment of Common
Government-wide Accounting Code
structure and Business Process
Standard implementation with
Treasury central systems will allow all
agencies to improve business process
and enables reliable data interchange
across departments and agencies
interfacing to the Treasury central
systems.

Geospatial
LoB

Department of
Interior

FY08: $15,450

FY09: $15,000

FY08: N/A

FY09: N/A

SBA is looking forward to the returns on investments
from the Geospatial LoB with regard to the efficiency
and synergy across the government. The LoB
provides more immediate access to geospatial
information that would lead to improved productivity,
improved mission delivery, and increased service to
citizens. Geospatially enabling traditional business
data will improve business process efficiency, allow
for geographically based work planning and
investment processes, assist in infrastructure asset
tracking, improve mission delivery, and promote use
of business intelligence in the Department’s decision
support systems. The LoB is intended to establish
methods for improved processes of doing business
using geospatial information.

N/A

SBA
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Grants Department of |FYO08: $28,460 | FY08: N/A SBA manages 517 grant awards equaling Service to constituents will be
Management [Health & approximately $173,478. SBA anticipates the key improved through the standardization
(GM) LoB Human FY09: $28,460 | FY09: N/A benefit will be having a centralized location to and streamlining of government-wide
Services download all applications, make awards, and track grants business processes. The public
(HHS) and awards to closeout. Automated business processes will receive time savings as a result of
National available through consortium service providers will quicker notification and faster
Science decrease agency reliance on manual and paper- payments due to an automated system
Foundation based processing. Consortium lead agencies will for grants processing. Furthermore,
(NSF) spread operations and maintenance (O&M) costs, and | GM LoB will minimize complex and
development, modernization, and enhancement varying agency-specific requirements
(DME) costs across agencies, decreasing the burden | and increase grantee ease of use on
that any one agency must bear. Federal grants management systems.
Constituents will benefit as they will
GM LoB will lead to a reduction in the number of have fewer unique agency systems
systems of record for grants data across SBA and the | @Nd processes to learn; grantees
government and the development of common ability to learn how to use the system
reporting standards, improving SBA's ability to provide | Will P& improved and reliance on call
agency- and government-wide reports on grant center technical support willbe
activities and results. Migrating to a consortium lead | réduced. Consortium lead agencies will
agency will help SBA comply with the Federal also provide grantees with online
Financial Assistance Management Improvement Act | 2cCess to standard post-award reports,
of 1999 and the Federal Funding Accountability and decreasing the number of unique
Transparency Act of 2006. agency-specific reporting
requirements.
IT General FY08: $20,000 | FY08: N/A The initiative benefits SBA through improved IT SBA's participation in this program will
Infrastructure |Services performance, greater efficiencies in IT infrastructure result in higher service levels at a more
LoB Administration FY09: $0 FY09: N/A investments, and consistency and standardization of effective cost. Large government
(GSA) infrastructure platforms. The ITI LoB will provide SBA | purchases will establish a baseline for
with best practice data and industry-wide performance | SBA related acquisitions that will prove
metrics to validate and/or improve existing valuable when negotiating prices for
performance. hardware and software. A 10-15% gain
in productivity is expected, because of
SBA stands to benefits from all three IT Infrastructure | this program.
areas of concentration (End User Systems & Support,
Mainframes and Servers Systems & Support, and SBA expects to realize significant
Telecommunications Systems & Support). Most benefit in improved mission delivery.
specifically, as it is a small agency in comparison to The bulk of this activity will come as a
other Federal government agencies involved in the ITI | result of an enhanced infrastructure
LoB, SBA should benefit greatly from information and, | that takes advantage of direct

SBA
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potentially, pricing previously available only to larger
agencies.

electronic interface with SBA
customers. Infrastructure certification
and accreditation will be significantly
enhanced above what it is today. At
least a 20-25% improvement in mission
delivery is expected by taking
advantage of this program. Enhanced
infrastructure performance will directly
result in improved mission delivery to
the public.

Integrated
IAcquisition
Environment
- Loans and
Grants

General
Services
Administration
(GSA)

FYO08:
$2,222,469

FYQ9:
$2,222,469

FYO08: N/A

FY09: N/A

All agencies participating in the posting and/or
awarding of Loans & Grants are required by the
Federal Funding Accountability and Transparency Act
(FFATA) to disclose award information on a publicly
accessible website. Cross-government cooperation
with the Office of Management and Budget's
Integrated Acquisition Environment initiative in
determining unique identifiers for Loans & Grants
transactions furthers the agency in complying with the
Transparency Act, which enhances transparency of
federal program performance information, funding,
and Loans & Grants solicitation.

N/A

E-Gov Initiative

Managing
Partner/PM

SBAFY08

Contribution

SBAFY08

Description of Benefit

Fee for Service

Integrated
Acquisition

Environment (IAE)

Administration
(GSA)

General Services

FY08: $605,859

FY09: $591,205

FY08: N/A

FY09: $3,881

$94,961.

Through adoption of the tools and services provided by IAE, SBA improves its ability to make informed
and efficient purchasing decisions and allows it to replace manual processes. If SBA were not allowed to
use the IAE systems, they would need to build and maintain separate systems to record vendor and
contract information, and to post procurement opportunities. Agency purchasing officials would not have
access to databases of important information from other agencies on vendor performance and could not
use systems to replace paper-based and labor-intensive efforts. For FY 2007, SBA received estimated
benefits of $96,692 based on the processes, personnel, roles, steps, and actions involved. In addition, the
agency realized an estimated cost avoidance of $17,407 and estimated operational cost savings of

SBA

FY 2009 Performance Budget and FY 2007 Performance Report

120




DETAILED DATA FOR IAE

Also, SBA currently manages the Electronic Subcontracting Reporting System (ESRS) for the Federal Government as part of the IAE initiative. This system provides a single point of collection for
subcontracting reporting data across the Federal Government and replaced separate systems maintained by individual agencies.

Central Contractor Registration (CCR): Provides SBA a single source of trading partner data. CCR Tools enable SBA access to current socio-economic and financial information as needed for their
contractors and grantees without maintenance. In addition, allows SBA to meet its statutory obligations to provide consistent application of Size Determination definition and process; and identify
certified Small Disadvantaged Business, HUBZone, and 8(a) firms for all users.

The automated collection and management of CCR-type vendor data for its intended purposes is estimated to avoid the equivalent of 0.9 man-hours per award transaction based on the processes,
personnel, roles, steps, and actions involved. This resulted in a savings of approximately 499 hours for the agency in FY 2007.

Trading Partners: Enables trading partners to provide required information into a central data base for use across the Federal enterprise instead of submitting to each Government office.
Excluded Party Listing Service (EPLS): Access via standard internet browser enables SBA to search for excluded parties prior to contract award.

The automated collection and management of EPLS-type data for its intended purposes is estimated to avoid the equivalent of 0.2 man-hours per subject award transaction based on the
processes, personnel, roles, steps, and actions involved. This resulted in a savings of approximately 111 hours for the agency in FY 2007.

Public/Federal Security: Enables the elimination of excluded parties from receiving contract awards, protecting the taxpayers' investment and Federal contract spending. Users include banks and
mortgage companies.

Electronic Subcontract Reporting System (eSRS): For the SBA, the eSRS automates the collection and management of Individual Subcontract Reports (ISR, formerly SF-294) and Summary
Subcontract Reports (SSR, formerly SF-295) data. In addition, eSRS has provided an efficient business process to meet SBA statutory obligation to manage the federal subcontracting process.
eSRS now provides SBA an automated process for collection and consolidation of agencies’ annual summary subcontracting for required reporting to the President and Congress.

The automated collection and management of eSRS-type data for its intended purposes is estimated to avoid the equivalent of 0.3 government man-hours per subject award transaction that
requires subcontracting plans based on the processes, personnel, roles, steps, and actions involved.

Small Business/Prime Contractors: Provides an automated filing and reporting capability for contractors using sub-contractors ensuring proper sub-contractor usage.

Federal Business Opportunity (FBO): FBO is a source for contracting opportunities. Enables the SBA to automate management of the competitive notice processes.

Cost avoidance is realized by eliminating time delays, labor, supplies/resource usage, equipment wear, and expenditures related to: printing, photocopying, ink and paper usage, postage,
maintenance of interested vendor lists; mailing, correction of mailing addresses, settling disagreements over wrong mailings, investigation of returned nondeliveries of notices, etc. The automated
management of the competitive notice processes is estimated to avoid the equivalent of 5.5 government man-hours per subject transaction based on the processes, personnel, roles, steps, and

actions involved. This resulted in a savings of approximately 803 hours for the agency in FY 2007.

Small Business/Contractors: Enables contractors and small businesses to access Federal solicitations using standard internet browser capabilities and provides an e-mail notification process for
new postings. This further eliminates the need to check websites from every contracting office for bidding opportunities.

SBN FY 2009 Performance Budget and FY 2007 Performance Report 121




Federal Technical Documents System (FedTeDS): FedTeDS provides SBA with a secure service for storage and distribution of secure but unclassified documents for solicitations.

Cost avoidance is realized by eliminating time delays, labor, supplies/resource usage, equipment wear, and expenditures related to: printing, photocopying, ink and paper usage, postage,
maintenance of interested vendor lists; mailing, correction of mailing addresses, settling disagreements over wrong mailings, investigation of returned nondeliveries of notices, etc. The automated
management of the processes is estimated to avoid labor equivalent to 2.5 government man-hours per subject transaction based on the processes, personnel, roles, steps, and actions involved.

Public/Federal Security: Provides a secure facility to protect secure but unclassified technical documentation related to solicitations.

Federal Procurement Data System — Next Generation (FPDS-NG): Provides SBA with an automated capability to directly report awards real time from the SBA contract writing systems and extract
reports of award data on demand. In addition, FPDS-NG has provided the single source of authoritative contract accomplishment data. This has allowed SBA an ability to meet its statutory
obligation to manage the Federal small business program and generate the annual Small Business Goaling Report. FPDS-NG now provides SBA an automated process for collection and
consolidation of agencies’ annual small business goaling real time for required reporting to the President and Congress.

Discontinue the SBA manual processing; facilitate real time reporting integrated with agency contract writing systems. f Congress/Public: Automates the dissemination of contract award data and
incorporates public access.

Online Representation and Certification (ORCA): Online Representation and Certification replaces solicitation Section K. Automates the previous Section K paper response to solicitations to SBA.

ORCA efficiencies compared to the equivalent manual management of the necessary representations and certifications for subject transactions are estimated to avoid the equivalent of 1.2
government man-hours per contract based on the processes, personnel, roles, steps, and actions involved. This resulted in a savings of approximately 175 hours for the agency in FY 2007.

Contractors: Reduces time, cost, and inaccuracies for contractors responding to Federal solicitations. ORCA provides for a single annual submission to replace the previous repetitive input in every
solicitation.

Wage Determination Online (WDOL): Provides Service Contract Act and Davis Bacon Act labor rates. Makes available the most current labor rates to SBA.
Cost avoidance is realized by eliminating time delays, labor, supplies/resource usage, equipment wear, and expenditures related to: printing, photocopying, ink and paper usage, and postage for

corresponding with contractors. The automated management of the processes is estimated to avoid labor equivalent to 1.5 government man-hours per wage determination request based on the
processes, personnel, roles, steps, and actions involved. This resulted in a savings of approximately 249 hours for the agency in FY 2007.

Public: Ensures that appropriate labor rates are included in a contract for the labor categories specified in the Service Contract Act and Davis-Bacon Act.
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Appendix 6 — FY 2007 Performance Indicators — Summary
Results

In FY 2007, the SBA collected performance results across all programs according to 85
performance indicators. The results show 36 percent on target, 16 percent significantly above
target and 14 percent significantly below target. Thirteen percent did not have the data available at
the time of publication, and 21 percent were not goaled due to the fact that they were new
indicators and were “baselined” in FY 2007.

The following tables show FY 2007 performance results for all output and outcome performance
indicators and for efficiency measures. Results are organized by strategic goal, type of assistance
and program.

Results Key

Green — On target within +/- 10 percent of goal
Blue — More than 10 percent over goal

Red — More than 10 percent below goal
Baseline — Not goaled for current year

N/A — Data not available at this time

On target, “green,” means that the goal has been met. If the result is above target, “blue,” this may
indicate special circumstances that are noted, or it may indicate that the goal may have been set
too low. Below target, “red,” indicates that the goal was not met. N/A indicators occur because the
data was not available at the time of collection. Baseline means that it is a new indicator that
requires a baseline to be established before goaling for the out years, and could not be goaled for
the current year.

Program Manager Rating of the Data Quality for Each Performance Indicator

Program offices are responsible for the quality of data that they provide for reporting. Data quality
has the following characteristics:

e Valid - The indicator is relevant to program; steps were taken to assure that the data is
complete; the data covers the entire fiscal year and; the indicator can be used by decision
makers to manage the program.

e Verifiable - Documentation is maintained that allows an independent third party review to
conclude that the results are accurately reported.

Accordingly, program managers rate the data quality for each indicator confirming that the data
quality is high or disclose any known or suspected weaknesses. Data quality rated:

e High — Has no known weaknesses; accurately represents the results of the program; and
may be independently verified.

e Medium — Has some known or suspected weaknesses but is of sufficient quality to manage
and/or represent the program results and may be independently verified.

e |Low — Has significant weaknesses and cannot be used to manage or represent the results
of the program. The SBA does not use any indicators whose data quality is below
medium.
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Small Business Administration FY 2007 Performance Results

Performance Indicators
FY 2007

Within +/- 10 percent of goal

Not Available

Baseli
219

13%

369

Red

" Blue
14% 16%

Total Number of Results

30 —36%

Gree More than 10 percent over goal 14 — 16%
More than 10 percent below goal 12 — 14%

Not goaled for current year ~ 18 — 21%

Data not available at this time

11-13%

85 —-100%

SBA's 85 performance indicators are listed below and are presented along with their type (output,
outcome, or efficiency); the FY 2007 results (whether they were on, below or above target); and
their data quality (high or medium).

. FY 2007 Data
Program FY 2007 - Performance Indicator Type Results Quality
Strategic Goal 1 — Expand America’s ownership society, particularly in underserved areas
Financial Assistance
7(a) Loans Funded (#) Output Green High
7(a) Small Businesses Assisted (#) Output Green High
7(a) Underserved Markets - Loans Funded (#) Output Baseline High
7(a) Underserved Markets - Small Businesses Assisted (#) Output Baseline High
7(a) Cost of Loans Funded ($) Efficiency | Green High
7(a) Cost of Small Businesses Assisted ($) Efficiency | Green High
504 Small Business Loans Funded (#) Output Green High
504 Small Businesses Assisted (#) Output Green High
* _ 1 .
504 (L?J#r)lderserved Markets* - Small Business Loans Funded Output Baseline High
504 Underserved Markets - Small Businesses Assisted (#) Output Baseline High
504 Cost of Small Business Loans Funded ($) Efficiency | Green High
504 Cost of Small Businesses Assisted ($) Efficiency | Green High
International )
Loans Funded (# Medium
Trade (#) Output Green
Inte_lt?;\(tjlgnal Small Businesses Assisted (#) Outcome | Green Medium
InteTr?:ctjignal Underserved markets assisted (#) Outcome | Baseline Medium
Inte_lr_r::ctjignal Cost Per Loan Funded ($) Efficiency | Red Medium
Inte_lt?:éignal Cost Per Small Business Assisted ($) Efficiency | Red Medium
Microloan | Small Businesses Assisted (#) Outcome | N/A® Medium
Microloan | | oans Funded ($) Output N/A @ Medium
Microloan | Cost Per Small Business Assisted ($) Efficiency | n/A @ Medium
Microloan | cost Per Loan Funded ($) Efficiency | n/aA @ Medium
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Program FY 2007 - Performance Indicator Type ';2523(287 Q'ﬁg:ﬁy
SBIC Small Businesses Assisted (#) Outcome | Green High
SBIC Underserved Markets - Small Businesses Assisted (#) Outcome | Baseline High
SBIC Cost Per Small Business Assisted ($) Efficiency | Green High

Management and Technical Assistance
SBDC Long-term Clients Counseled (#) Output Baseline Medium
SBDC Capital Infusion ($ Billion) Outcome Baseline Medium
SBDC Small Businesses Created (#) Outcome Baseline Medium
SBDC Cost Per Small Business Created ($) Efficiency | Baseline Medium
SBDC Cost Per Long-term Client Counseled ($) Efficiency | Baseline Medium
WBC Small Businesses Assisted (#) Output Blue High
WBC Jobs Created/Retained (#) Outcome | n/A @ Medium
WBC Small Businesses Created (#) Outcome Baseline Medium
WBC Cost Per Small Business Assisted ($) Efficiency | Green High
WBC Cost Per Job Created/Retained ($) Efficiency | na @ High

SCORE Small Businesses Assisted (#) Output Green Medium

SCORE Small Businesses Created (#) Outcome Baseline | Medium

SCORE Cost Per Small Businesses Assisted ($) Efficiency | Blue Medium
DFWP Small Businesses Educated (#) Output Blue Medium
DFWP Programs Implemented (#) Output Blue Medium
DFWP Cost Per Small Business Educated ($) Efficiency | Blue Medium

Contracting Assistance
70) Small Businesses Assisted (#) Output Blue High
70) Cost Per Small Business Assisted ($) Efficiency | Green High
8(a) Small Businesses Assisted (#) Outcome | Green High
8(a) Cost Per Small Business Assisted ($) Efficiency | Green Medium
HUBZone | small Businesses Assisted (#) Outcomes | Green High
HUBZone | Annual Value of Federal Contracts ($ Billion) Outcomes | N/A @ Medium
HUBZone | Cost Per Small Business Assisted ($) Efficiency | Blue High
HUBZone | Cost per Federal Contract Dollar ($) Efficiency | n/a @ Medium
SBG Total Bid Bonds (#) Output Baseline Medium
SBG Final Surety Bond Guaranties (#) Output Green High
SBG Underserved Markets - Final Surety Bond Guaranties (#) Output Baseline Medium
SBG Cost of Final Surety Bond Guaranties ($) Efficiency | Green High
SBG Cost of Total Bid Bonds ($) Efficiency | Baseline Medium
Prime Number of Federal Contract Dollars Awarded to Small Output N/A @ Medium
Contracting | Businesses ($ Billion)
Prime Jobs Created/Retained (#) Outcomes | N/A® Medium
Contracting
CoEtrrigqc?ing Cost Per Job Created/Retained ($) Efficiency | N/A® Medium
SDB Small Businesses Certified (#) Output Red High
SDB Cost Per Small Business Certified ($) Efficiency | Red High
District Offices Support - All Assistance Areas
OFO/8(a) | Annual 8(a) Reviews (%) Output Green High
O'Z:%/TDO Small Businesses Assisted - Counseling and Training (#) Outcome Blue High
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: FY 2007 Data
Program FY 2007 - Performance Indicator Type Results Quality
OFQIDO | Cost Per Small Business Assisted - C&T ($) Efficiency | Blue i

Strategic Goal 2 — Provide timely financial assistance to homeowners, renters, nonprofit
organizations and businesses affected by disaster
Disaster Assistance

Small Businesses Sustaining Economic Injury That High
Disaster Remain Operational 6 Months After Final Disbursement Outcome Red
(%)
. Small Businesses Sustaining Physical Damage Restored High
Disaster Within 6 Months after Final Disbursement (%) Outcome Green
. Homeowners Restoring Their Homes Within 6 Months of High
Disaster Final Disbursement (%) Outcome Red
. Renters Restored Within 6 Months after Final High
Disaster Disbursement (%) Outcome Red
Disaster Customer Satisfaction Rate (%) Outcome Green High
Disaster Disasters Having Field Presence Within 3 Days (%) Output Green High
Disaster Loan_s with Initial Disbursements Within 5 Days of Loan Output Green High
Closing (%)
Disaster Time to Process 85% of Home Applications (Days) Efficiency | Blue High
- o - - - -
Disaster Time to Process 85% of Business Physical Applications Efficiency | Blue High
(Days)
Disaster Time to Process 85% of EIDL Applications (Days) Efficiency | Blue High
Strategic Goal 3 — Improve the economic environment for small business
Regulatory Assistance
Advocacy | Regulatory Cost Savings to Small Businesses ($ Billion) Outcome | Red Medium
Advocacy | Research Publications (#) Output Blue High
Advocacy | Regulatory Agencies with In-House RFA Expertise (#) Output Red High
Advocacy | States Formally Considering Legislative or Executive Output Blue High
Action (#)
Advocacy | Research Publications and Data Reports in Curricula (#) Output Green High
Advocacy | Cost Per $1 Million Savings ($) Efficiency | Red High
Business | 4, rs saved (# in Millions) Outcome | Red High
Gateway
Business | - \stomer Satisfaction (%) Outcome | Green High
Gateway
Iéusmess Referrals to Partner Sites Per Month (%) Outcome | Green High
ateway
Business . ;
High
Gateway Cost Per Hours Saved ($) Efficiency | Red g

Strategic Goal 4 — Ensure management and organizational excellence to increase
responsiveness to customers, streamline processes, and improve compliance and
controls
Ensure Management Excellence

OcClo IT Systems Availability Output Baseline High
ocClo Unauthorized Network or Data Breaches Outcomes | Baseline High
OCFO Unqualified Opinions for Audit Year Outcomes | Green High
OCFO Number of Material Weaknesses Outcomes | Green High

* Underserved markets represent small businesses in low to moderate income areas, HUBZones and
Empowerment Zone/Enterprise Communities.

N/A @ Info not available until end of 2nd Quarter, FY 2008.
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Appendix 7 — Discontinued Performance Indicators

FY FY FY FY
Program Perfo_rmance Type 2004 2005 P AL 2007 2007 = 200 Justification
Indicator Actual Variance
Actual | Actual Goal Actual
7(a) Startup New Loans | ¢ 18,134 | 29,587 32,083 | 33818 | 33841 0%
Approved (#)
Startup New Loans 0
7(a) Funded (#) Output 15,945 27,522 30,753 30,100 31,470 5%
Startup Small
7(a) Businesses Assisted | Outcome 15,351 25,806 27,368 28,896 28,765 0%
#)
Existing New Loans 120, | The FY 2007 goal here was established in the Fall of 2006
7(@) Approved (#) Output 62,999 66,313 64,307 75,301 65,766 13% and the Agency revised the goal in the spring of 2007.
Existing New Loans
7(a) Funded (#) Output 56,234 61,323 59,730 67,470 61,083 -9%
Existing Small
7(a) Businesses Assisted | 1/0 53,544 57,296 52,935 63,624 55,901 -12% | The FY 2007 goal here was established in the Fall of 2006
# and the Agency revised the goal in the spring of 2007.
7(a) SCOGs NewLoans | o i ¢ 60,787 | 74,307 71,326 | 77,000 | NA® N/A @
Approved (#)
SCOGs New Loans o) @
7(a) Funded (%) Output 54,250 | 68,540 66,300 | 68,838 | N/A N/A
7(a) SCOGs Assisted (#) | Outcome | 52,075 | 64,390 60,691 | 65878 | NA® N/A @
Small Business a0, | The FY 2007 goal here was established in the Fall of 2006
504 Loans Approved (#) Output 6,897 7,904 8,343 11,716 9.053 23% and the Agency revised the goal in the spring of 2007.
504 SCOGs Loans Output 6207 | 6,853 6,989 | 10280 | NA® N/A @
Approved (#)
SCOGs Loans @ @
504 Funded (#) Output 5,742 6,679 6,812 9,371 N/A N/A
504 SCOGs Assisted (#) | Outcome 5,637 6,611 6,673 6,023 | NA® N/A @
Iantal o i;%r:gee'\'de(‘z)"oans Output N/A 479 801 520 662 27% | The FY 2007 goal for Start-up was underestimated.
IantaI o ﬁf;rgé% 'E‘;)W Loans | otput 198 444 747 482 620 29% | The FY 2007 goal for Start-up was underestimated.
Int'l Startup Small
Trade Businesses Assisted | Outcome 192 420 686 468 563 20% | The FY 2007 goal for Start-up was underestimated.
(#)
Int'l Existing New Loans The FY 2007 goal for Existing Businesses was
Trade Approved (#) Output 2,113 2,335 2,503 2,569 2,295 -11% | erestimated.
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FY FY FY FY
Program Perfo_rmance Type 2004 2005 P AL 2007 2007 = 200 Justification
Indicator Actual Variance
Actual | Actual Goal Actual
Int'l Existing New Loans
Trade Funded (#) Output 1,938 2,194 2,335 2,250 2,147 -5%
Int'l Existing Small
Trade Businesses Assisted | Outcome 1,872 2,064 2,165 2,138 1,951 -9%
(#)
Int'l Existing Small
Trade Businesses Outcome 3,250 3,788 3,568 3,850 4,052 5%
Counseled (#)
Int'l SCOGs Loans @ @
Trade Approved (#) Output N/A 2,288 2,584 2,447 N/A N/A
Int'l SCOGs Loans @ @
Trade Funded (#) Output N/A 2,145 2,404 2,400 N/A N/A
IantaI de SCOGs Assisted (#) | Outcome 1,624 2,026 2,227 2,200 | NA® N/A @
Int'l Participation in
Trade Interagency Working | Output 6 16 11 16 12 -25%
Groups The FY 2007 goal was over estimated.
Int'l Favorable Policies
Trade Inclusion in Int'l Output 5 5 6 5 6 20%
Trade The FY 2007 goal was over estimated.
. Startup New Loans
Microloan Funded (#) Output 1,022 948 895 N/A 866 N/A
Startup Small
Microloan | Businesses Assisted | Outcome 1,022 948 895 N/A 866 N/A
(#)
Microloan | EXISting Newloans | o 1377 | 1488 1,500 | N/A 1537 | NiA
Funded #)
Existing Small
Microloan | Businesses Assisted | 1/0 1,377 1,488 1,500 N/A 1,537 N/A
#)
. SCOGs New Loans @
Microloan Funded (#) Output 1,936 1,833 2,099 N/A N/A N/A
Microloan | SCOGs Assisted (#) Outcome 1,936 1,833 2,099 N/A N/A @ N/A
SBIC SCOGs Assisted (#) | Outcome 405 351 285 674 721 7%
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FY

FY

FY

FY

*)

Performance FY 2006 FY 2007 o
Program Indicator Type 2004 2005 Actual 2007 2007 variance Justification
Actual | Actual Goal Actual
Small Businesses The goal was set up for established small businesses,
NMVC - Outcome 22 14 22 11 30 173% | not total number of small businesses. There is no
Assisted (#) -
separate goal for total number of small businesses.
) The goal was set up for established small businesses,
NMVC SCOGs Assisted (#) | Outcome 22 20 34 15 26 73% | not total number of small businesses. There is no
separate goal for total number of small businesses.
Existing Final Bonds @ @
SBG #) Output N/A 1,680 1,706 1,664 N/A N/A
SCOGs Bid Bonds @ )
SBG #) Output N/A 931 953 1,061 N/A N/A
SCOGs Final Bonds ) @
SBG #) Output N/A 530 638 499 N/A N/A
Startup Small
WBC Businesses - Total Output 98,170 | 115,453 103,498 104,647 117,462 12%
Clients Served (#) Centers outperformed projections
Small Businesses : o) @
WBC Created Outcome N/A N/A Baseline TBD N/A N/A
Startup Jobs
WBC Created/Retained Outcome 7,921 9,442 6,879 6879 | NA® N/A @
#)
Startup - Total .
WBC Counseling Hours Output N/A N/A Baseline TBD 71,022 N/A
Existing Small
WBC Businesses - Total Output 24,542 28,863 25,875 26,162 29,366 12%
Clients Served (#) Centers outperformed projections
Startup SB Total 0
SCORE | Cjients Served () | utcome 298,160 | 257,327 | 290090 | 514703 | 216,902 3%
SCORe | Startup-Numberof | o 90,406 | 77,764 56,139 | 59,370 | 62,319 5%
Online Counseled
SCORE | gmall Businesses | ocome N/A N/A N/A Baseline | 19,732 | Baseline
SCORE Existing - Number of |\ 18,517 | 15,927 11,498 | 12,160 12,764 5%
Online Counseled
Existing Small
73) Businesses Assisted | Output 5,776 2,107 2,317 2,200 2,627 19% | Overage was due to district office's conducting 34% of
(#) overall training
SCOGs Small
7(3) Businesses Assisted | Output 5,776 2,107 2,317 2,200 N/A N/A
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FY FY FY FY
Program Perfo_rmance Type 2004 2005 AU A0S 2007 2007 P\ 2L Justification
Indicator Actual Variance
Actual | Actual Goal Actual
Existing Small
8(a) Businesses Assisted | Outcome 8,900 9,458 9,600 9,600 9,425 -2%
#)
SCOGs Small
8(a) Businesses Assisted 8,900 9,458 9,600 9,600 N/A N/A
#)
*The HUBZone goal of 4900 Existing SB Assisted
through our internet based system was modified
Existing Small internally to 2800. This modification was due to a major
HUBZone | Businesses Assisted | Outcome 2,294 2,960 5,044 4,900 2,833 -42% | system change (introduction of GLS) and the phase in
#) of a new system support contractor. The actual
achievement was 2833 (1810 new certifications and
1023 recertification actions).
SCOGs Small
HUBZone | Businesses Assisted | Outcome 2,294 2,960 5,044 4,900 N/A N/A
#)
Existing Annual
HUBZone | Value of Federal Outcome $ 48| $ 6.1 | Unavailable | $ 80 | NA® N/A @
Contracts ($Billion)
SCOGs Annual
HUBZone | Value of Federal Outcome $ 48| $ 6.1 | Unavailable | $ 8.0 N/A N/A
Contracts ($Billion)
. Value of Loans
Disaster Approved (000) Output $ 884 | $2,279 $ 11,627 N/A $ 59,065 N/A
. Original Loans $
Disaster Approved (000) Output 28,510 62,075 169,992 N/A 819,670 N/A
Disaster | APplications Output 104,518 | 153,072 441,631 N/A 34,401 N/A
Processed (#)
Disaster Loans Funded (#) Output 22,264 41,651 137,803 N/A 14,014 N/A
ODA Staff Trained
Disaster Related to Hazard Output 100% 100% 100% 100% 100% 0%
Mitigation (%)
Loans Containing
) Disaster Prevention
Disaster Measures Output 230 545 337 312 484 55% Increase due to unanticipated increased volume for
(Mitigation) (#) Hurricanes Katrina, Rita and Wilma
Ombuds- Comments Referred
man to Federal Agencies | Output 241 128 152 134 113 -16%
for Response (#) The agency can neither control nor effect the data
Ombuds- | Interaction with
man Federal agencies (#) Output 231 221 236 237 NIA N/A

SBA

FY 2009 Performance Budget and FY 2007 Performance Report

130




FY FY FY FY
Program Perfo_rmance Type 2004 2005 AU A0S 2007 2007 P\ 2L Justification
Indicator Actual Variance
Actual | Actual Goal Actual

Increase % of
Ombuds- | Comments Outcome 17% 12% 26% 49% | NIA N/A
man Addressed in 90

Business Days
Business | Broken (I)_lnks Per Output N/A N/A 5% 3% N/A N/A . . . . .
Gateway | Month (%) Program discontinued collecting this data in FY 2006
Business Unique Visitors
Gatewa (Average Output N/A N/A 232,910 | 200,000 N/A N/A

Y Number/Month) Program discontinued collecting this data in FY 2006

OFEO/ Program

Examinations Output 510 593 703 680 687 1%
HUBZone

Completed (#)
oFo/po | LenderTraining (# | 1 ¢ N/A 18,926 15,448 N/A N/A N/A

Lenders)

Marketing and
OFO/DO Outreach (# Output N/A 460,869 N/A N/A N/A

e 479,098

Activities)

2.1.1 Prospective
Agency | and Start-up Small | 1006 948,140 | 911,222 874,485 | 349,146 | NA® N/A ©
Outcome Businesses

Assisted.

2.1.2 % Prospective
Agency | and Start-ups From - | ¢ i me 67% 67% 66% 46% | NIA® N/A @
Outcome | Among Those Small

Businesses Assisted

2.2.1 Increase the #

of Existing Small
ggency Businesses Outcome 464,813 | 454,264 447,099 | 403,697 | NA® N/A @

utcome L

Receiving

Assistance.

2.3.1 Increase the #

of Start-ups and
Agency Existing SCOG 6] (6]
Outcome | Small Businesses Outcome 583,618 | 563,811 366,161 84,889 N/A N/A

Receiving

Assistance.
N/A™ Data was not available at time of publication.
N/A Data Not Available since data was not tracked. (Please note that for FY 2007 SCOGS was replaced by UNDERSERVED,
thus SCOGS data is no longer tracked)
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Appendix 8 — Glossary of Acronyms and Abbreviations

504

7(2)

8(a)

AFR

APR
BATF

BD

BLIF

504 Loan Program

Provides small businesses with long-
term, fixed-rate financing for the
purchase of land, buildings and long-life
capital equipment

7(a) Loan Guaranty Program

SBA's primary loan program. It provides
general loan financing for a wide variety
of purposes. The SBA guarantees small
business loans for virtually every
business purpose.

8(a) Business Development Program
Assists firms owned and controlled by
socially and economically
disadvantaged individuals to enter and
succeed in the economic mainstream.

Agency Financial Report
Annual Performance Report

Business Assistance Trust Fund

A trust fund in the U.S. Treasury
maintained to receive and account for
donations made by private entities for
activities to assist small business. SBA
authorizes BATF disbursements in
accordance with the donor’s intention to
assist small business.

Business Development

Uses SBA's statutory authority to
provide business development and
federal contract support to small
disadvantaged firms.

Business Loan and Investment Fund
The Treasury fund used to maintain the
accounting records of loans approved
prior to 1992. It includes activity on
direct loans, loan guaranties and
defaulted guaranties purchased by the
SBA. Loans approved subsequent to
FY 1991 are maintained in another set
of accounts under Federal Credit
Reform Act guidelines.

CbC

CFO

CFR

CIO

DCMS

DLF

FASAB

Certified Development Company
Refers to the Section 504 Certified
Development Company debenture
program. A participating CDC issues
debentures to private investors to
finance transactions with small business
borrowers. SBA's guaranty covers 100
percent of the debenture financing, and
the Agency honors its guarantee to the
investor through a single Central
Servicing Agent.

Chief Financial Officer

The Chief Financial Officer is
responsible for the financial leadership
of the Agency. This includes
responsibility for all Agency
disbursements, management and
coordination of Agency planning,
budgeting, analysis and accountability
processes.

Code of Federal Regulations
The codification of the general and
permanent rules published in the
Federal Register by the executive
departments and agencies of the
Federal Government.

Chief Information Officer

The Chief Information Officer is
responsible for the management of
information technology for the Agency,
including the design, implementation
and continuing successful operation(s)
of information programs and initiatives.

Disaster Credit Management System
The electronic system used by the SBA
to process loan applications for all new
disaster declarations.

Disaster Loan Fund
Assists eligible applicants impacted by
disasters.

Federal Accounting Standards
Advisory Board

Promulgates accounting principles for
Federal Government reporting entities.
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FCRA

FECA

FEMA

FERS

FFEMIA

FMFIA

FY

GAO

Federal Credit Reform Act

The Federal Credit Reform Act of 1990
was enacted to provide a more realistic
picture of the cost of U.S. Government
direct loans and loan guaranties. The
credit subsidy cost of direct loans and
loan guaranties is the net present value
of the estimated long-term cost to the
government for these credit activities,
exclusive of administrative expenses.

Federal Employees Compensation
Act

Provides compensation benefits to
federal civilian employees for work-
related injuries or illnesses and to their
surviving dependents if a work-related
injury or illness results in the
employee’s death.

Federal Emergency Management
Agency

A former independent agency that
became part of the Department of
Homeland Security in March 2003. It is
tasked with responding to, planning for,
recovering from and mitigating against
disasters.

Federal Employees’ Retirement
System

FERS became effective in 1987, and
most federal civilian employees hired
after 1983 are covered by this
retirement system.

Federal Financial Management
Improvement Act

Federal Managers Financial Integrity
Act

Requires ongoing evaluations and
reports on the adequacy of the internal
accounting and administrative control
systems of executive agencies.

Fiscal Year
The SBA fiscal year begins on October
1 and ends on September 30.

U.S. Government Accountability
Office

The audit, evaluation and investigative
arm of Congress. GAO exists to support
the Congress in meeting its
Constitutional responsibilities and to
help improve the performance and
ensure the accountability of the Federal
Government.

HUB-
Zone

LMS

MD&A

MRF

N/A

OCA

OCFO

OCIO

Historically Underutilized Business-
Zone

Encourages economic development by
the establishment of federal contract
award preferences for small businesses
located in historically underutilized
business zones.

Information Technology

Refers to matters concerned with the
design, development, installation and
implementation of information systems
and applications.

Loan Monitoring System

Aids the SBA in managing its core loan
guaranty programs and serves as one
of the building blocks in the overall
systems modernization project.

Management’s Discussion and
Analysis

The MD&A is considered required
supplementary information for federal
financial statements and is designed to
provide a high level overview of the
Agency.

Master Reserve Fund

SBA’s fiscal and transfer agent
maintains this reserve fund to facilitate
the operation of the 7(a) secondary
market program.

Not Applicable

Office of Capital Access

SBA office responsible for small
business program loans, lender
oversight, the investment company
program, the surety bond program and
international trade.

Office of the Chief Financial Officer
The office responsible for the financial
activity of the Agency. This includes
Agency disbursements, management
and coordination of Agency planning,
budgeting, analysis and accountability
processes.

Office of the Chief Information
Officer

Supports and provides guidance for
SBA’s nationwide computer automation
and information technology efforts.
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ODA

OFA

OGC

OIG

OMB

OPM

PAR

PART

PCECGF

PLP

PMA

Office of Disaster Assistance

SBA office that assists economic
recovery in disaster ravaged areas.
SBA's disaster loans are the primary
form of federal assistance for non-
farm, private sector disaster losses for
individuals and businesses.

Office of Financial Assistance
SBA office that administers various
loan programs to assist small
businesses.

Office of General Counsel

Provides legal advice for senior
management, as well as legal support
for all Agency programs, initiatives and
administrative responsibilities.

Office of Inspector General
Conducts and supervises audits,
inspections and investigations relating
to SBA programs and operations.

U.S. Office of Management and
Budget

Presidential office that oversees
preparation of the federal budget and
supervises its administration in
Executive Branch agencies.

U.S. Office of Personnel
Management The Federal
Government’s human resources
agency.

Performance and Accountability
Report

Program Assessment Rating Tool

Pollution Control Equipment
Contract Guarantee Fund

Supports costs associated with the
credit portfolio of pre-October 1991
pollution control equipment loans and
guaranties being liquidated by the
Agency.

Preferred Lender Program

Covers certified or preferred lenders
that receive full delegation of lending
authority.

President’s Management Agenda

RFA

SAS

SBA

SBDC

SBG

SBGRF

SBIC

SBLC

SBPRA

Regulatory Flexibility Act

Statement on Auditing Standards
Establishes standards and provides
guidance on the design and selection
of an audit sample and the evaluation
of the sample results.

Small Business Administration
A federal agency of the Executive
Branch whose mission is to aid,
counsel and protect the interests of
small businesses and help families
and businesses recover from
disasters.

Small Business Development
Center

Delivers management and technical
assistance, economic development
and management training to existing
and prospective small businesses
through cooperative agreements with
universities and colleges and
government organizations.

Surety Bond Guarantee

Provides guaranties, bid, performance
and payment bonds for contracts up to
$2 million for eligible small businesses
that cannot obtain surety bonds
through regular commercial channels.

Surety Bond Guarantee Revolving
Fund

Provides assistance to small business
contractors in obtaining bid,
performance and payment bonds for
construction, service and supply
contracts.

Small Business Investment
Company

Provides equity capital, long-term
loans, debt-equity investments and
management assistance to small
businesses, particularly during their
growth stages.

Small Business Lending Company
Non-depository small business lending
companies listed by the Office of
Capital Access.

Small Business Paperwork Relief
Act of 1992
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SBREFA

SCORE

SDB

SOP

SSBIC

WBC

Small Business Regulatory
Enforcement Fairness Act

An organization that offers counseling
and training for small business owners
who are starting, building or growing
their businesses. Sponsored by the
SBA, SCORE's services are free of
charge and are provided by retired or
active business volunteers.

Small Disadvantaged Business
Small business owned and controlled
by individual(s) who are socially and
economically disadvantaged.

Standard Operating Procedure
Standard Operating Procedures are
the primary source of the Agency's
internal control.

Specialized Small Business
Investment Company

Provides equity capital, long-term
loans, debt-equity investments and
management assistance to socially or
economically disadvantaged small
businesses.

Women's Business Center

Provides long-term training and
counseling to women owning or
managing a business, including
financial, management, marketing and
technical assistance, and
procurement.
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Executive Summary

OIG Mission

The Small Business Administration (SBA) Office of Inspector General (OIG) is an independent and
objective oversight office created within SBA by the Inspector General Act of 1978, as amended (IG Act).
The OIG provides auditing, investigative, and other services to support and assist SBA in achieving its
statutory mission to maintain and strengthen the Nation’s economy by protecting the interests of, and
assisting, small businesses, and helping families and businesses recover from disasters. Under the
authority of, and in fulfillment of, the IG Act, the OIG:

» Promotes economy, efficiency, and effectiveness in the management of SBA programs and
supporting operations;

» Conducts and supervises audits, investigations, and reviews relating to the Agency’s programs
and supporting operations;

» Detects and prevents fraud and abuse;

» Reviews existing and proposed legislation and regulations and makes appropriate
recommendations; and

» Keeps the SBA Administrator and Congress informed of serious problems and recommends
corrective actions and implementation measures.

The OIG also carries out other significant statutory responsibilities and Government-wide mandates.
These include responsibilities under the Small Business Act and the Small Business Investment Act.

Highlights of the Budget Request

For Fiscal Year (FY) 2009, the OIG requests a total of $16.5 million — $15.5 million in direct
appropriations and $1.0 million to be transferred from SBA’s Disaster Loan program account for work on
disaster program issues. This funding request compares with total monetary recoveries and savings
during FY 2007 of almost $130 million from disallowed costs agreed to by management,
recommendations that funds be put to better use agreed to by management, court ordered and other
investigative recoveries and fines, and loans/contracts not made as a result of investigations and name
checks — a sizable return on investment. The funding level requested for FY 2009 is essential for the OIG
to: (1) investigate and deter loan fraud and other wrongful conduct, including widespread fraud by loan
agents involved with SBA assisted financing; (2) perform effective oversight of multiple SBA programs
through audits and other work; and (3) continue to pay for SBA'’s financial statement audit, which alone
accounts for about 12 percent of the amount requested.

Small Business Administration FY 2009 Budget Request
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While SBA’s non-disaster staffing has decreased by about 28 percent since 2001, the Agency’s total loan
portfolio has increased by 59 percent during this same period. In FY 2007 alone, a total of 103,000 new
Section 7(a) and Section 504 loans were funded — the most in the Agency’s history — representing

$19.8 billion in new lending. In addition, even prior to the significant disaster assistance provided in
connection with the Gulf Coast hurricanes of 2005, the number and dollar value of SBA disaster loans for
FY 2005 were nearly double the amount in the previous year as a result of the series of hurricanes in
Florida during 2004. The Agency’s portfolio of loans receivable has also grown significantly. Credit
program receivables, including business and disaster direct loans and defaulted business loans
purchased per the terms of SBA's loan guaranty programs, were valued at $8.3 billion at the end of

FY 2007, an increase of 31 percent over the previous year.

With significantly more taxpayer dollars at risk, coupled with the Agency’s diminished oversight
capabilities as a result of its reduced staffing levels, there is greater potential than ever for waste, fraud
and abuse in SBA'’s financial assistance programs. An example of this is an ongoing case that is
developing into one of the most significant fraud schemes ever investigated by the OIG. This conspiracy,
which is being investigated jointly with the U.S. Secret Service, involves at least 76 fraudulent SBA-
guaranteed loans totaling over $76 million. To date, the investigation has resulted in the indictment of

31 individuals, including the former executive vice president of the participating SBA non-bank lender, as
well as a bank vice president who aided in the scheme by providing false financial documents to assist in
the approval of these loans. To date, recoveries and cost savings total approximately $16 million.

As SBA and its resource partners increasingly rely on Information Technology (IT), the need for close
scrutiny of the security of information systems and related privacy data has also increased dramatically.
An OIG review of SBA’s protection of sensitive information determined that SBA had not fully
implemented the required data protection safeguards outlined in Office of Management and Budget
(OMB) Memorandum 06-16, Protection of Sensitive Agency Information, by the specified deadline. The
review also found that SBA was vulnerable to unauthorized disclosure of personally identifiable
information, particularly information stored on mobile computers and devices.

The SBA directs significant efforts toward helping small businesses obtain Federal contracts and
providing other business development assistance. During FY 2006, more than $77.7 billion in contracts
were awarded to small businesses, including over $12.5 billion in contracts under the Section 8(a)
program. Current issues affecting SBA’s Government Contracting and Business Development programs
require a continued high-level of focus by the OIG. For example, major vulnerabilities within the Section
8(a) program include limited program oversight; inequitable distribution of contracting opportunities
among participants; a lack of implemented measurable, consistent, and mandatory criteria pertaining to
all aspects of economic disadvantage; a lack of implemented criteria defining business success for
purposes of program graduation; inadequate emphasis on business development; and a primary
database that does not contain the information needed to successfully manage the program.

While there continues to be substantially more work than the OIG can undertake within current or even
requested resources, the funding requested for FY 2009 will enable us to maintain an auditing and
investigative focus on the most critical areas by:

» Conducting audits and reviews of high-risk SBA activities, continuing to focus on systemic
programmatic and operational vulnerabilities;

» Reviewing and providing comments on statutory changes, regulations, policies and procedures,
and other issuances proposed by SBA or affecting SBA programs or operations, with a continued
emphasis on limiting wasteful, confusing, or poorly-planned initiatives;

» Working an active caseload of approximately 200 investigations of potential loan and contracting
fraud and other wrongdoing, continuing the OIG’s successes in prosecuting complex, multimillion
dollar fraudulent financial schemes;

Small Business Administration FY 2009 Budget Request
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» Contracting with a certified public accounting (CPA) firm to perform the audit of SBA’s financial
statements for transactions related to the Agency’s $84.5 billion guaranteed and direct loan
portfolio;

» Performing required background investigations for SBA employees in public trust and national
security positions in order to achieve a high level of integrity in the Agency’s workforce;

» Promoting the prosecution of civil fraud cases, debarment, and administrative enforcement
actions to foster integrity in Agency programs; and

» Conducting name checks and, where appropriate, fingerprint checks on program applicants to
prevent known criminals and wrongdoers from participating in SBA programs.

The OIG will continue to focus on three critical risks facing SBA, as discussed in the OIG’s FY 2006 —
2011 Strategic Plan.

» Risks of financial losses due to SBA'’s downsizing, centralization, and limited oversight and
controls.

» Risks to SBA’s performance of its statutory mission to promote small business development and
government contracting.

» Risks associated with SBA’s IT and financial management systems, and other internal
operations.

OIG Strategic Goals

The OIG’s FY 2006 — FY 2011 Strategic Plan contains two strategic goals that are aligned with the
office’s central mission under the 1G Act.

» Improve the economy, efficiency, and effectiveness of SBA programs and operations.
» Promote and foster integrity in SBA programs and operations.

The OIG seeks to improve SBA programs by identifying key issues facing the Agency, ensuring that
corrective actions are taken, and promoting a high level of integrity. The OIG focuses on serving the
needs of its customers and stakeholders and safeguarding SBA resources from waste, fraud, and abuse.
The following table shows the resources requested in FY 2009 for each of the OIG’s strategic goals and
the anticipated impact/outcomes.

Strategic Goal ;Y 2009 Anticipated Impact/Outcomes
equest
Goal 1: Improve the economy, » Improvement of efficiency and effectiveness in
efficiency, and effectiveness of $8.25 million the delivery of SBA programs.
SBA programs and operations. > Resolution of OIG-identified Management
Challenges.
» Enhancement of internal controls.

Goal 2: Promote and foster . > Reduction of risks to, and increased integrity
integrity in SBA programs and $8.25 million of, Agency programs and operations.
operations. . .

peratl » Reduction of fraud and abuse in SBA

programs and operations.
Total $16.5 million
Small Business Administration FY 2009 Budget Request
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Summary of the Budget Request

FY 2009
Dollars in Thousands FY 2007 FY.2008 FY 2009 Increase/
Actual Estimate Request
(Decrease)
New Budget Authority $13,855 $15,000 $15,500 $500
Transfer from Disaster 1,485 500 1,000 500
Total $15,320 $15,500 $16,500 $1,000

These funding levels include activities required by various statutes and directives, as well as projects and
activities that will further the OIG’s achievement of its strategic goals. Funding for each project or function
includes salary and benefits (about 83 percent of the total amount requested), including Law Enforcement
Availability Pay for the OIG’s criminal investigators; the annual audit of the Agency’s financial statements
by a CPA firm (about 12 percent of the total amount requested); background investigations for SBA
employees in public trust and national security positions; and required travel, training, and equipment for
auditors and investigators.

Critical Risks Facing SBA

In an era of tight budgets, the OIG must focus on the most significant risks to SBA and the taxpayer, and
on improving program and operational processes. The OIG’s activities during FY 2009 will focus on
assisting SBA in meeting the challenges that it faces and accomplishing its mission in the most effective,
efficient, and economical manner possible. Critical risks currently facing the Agency include the following.

Risks of Financial Losses Due to SBA’s Downsizing, Centralization, and Limited
Oversight and Controls

The SBA faces an increased risk of losses and unnecessary payments due to its growing reliance on the
actions of parties outside of the Agency over which it does not always exercise adequate oversight. This
risk has been further heightened as a result of Agency efforts to expand its loan portfolio while downsizing
and centralizing lender oversight activities in recent years. For example:

» The Section 7(a) and Section 504 programs, which are designed to facilitate loans to small
businesses, now rely on more than 5,000 lenders and other entities across the country to make
loans, many of which are made without direct SBA oversight. Currently, about 80 percent of
loans guaranteed annually by SBA are made by SBA lenders under delegated authority. The
OIG’s review of the Agency’s delegation to lenders of virtually all loan processing and
administration functions indicated that the Agency does not have sufficient controls to detect
fraud and prevent unnecessary losses. The OIG has identified Management Challenges relating
to the Agency’s controls in the guaranty purchase process, oversight of lenders, and efforts to
deter fraud by loan agents. OIG audits and reviews have further identified other areas where
insufficient controls are in place over SBA financial assistance programs.

Small Business Administration FY 2009 Budget Request
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» Under the Small Business Investment Company (SBIC) program, SBA licenses venture capital
firms to provide financial assistance to small firms. SBA is exposed to significant losses under
this program due to the large dollar amount of Agency obligations, and in recent years has
experienced billions of dollars in losses. The OIG has identified a Management Challenge
relating to SBA’s oversight of the SBIC program.

» The Disaster Loan program is another key SBA lending program, which provides direct Federal
assistance for non-farm private-sector disaster losses. This highly visible program is vulnerable
to fraud and unnecessary losses because loan transactions are often expedited using significant
numbers of inexperienced employees in order to provide relief to disaster victims as quickly as
possible.

Risks to SBA’s Performance of Its Statutory Mission to Promote Small Business
Development and Government Contracting

The Small Business Act directs that SBA promote the award of Government contracts to small
businesses and firms owned by less privileged groups (such as minorities, service-disabled veterans,
women, firms from areas of low economic activity, and others). Recently, Federal agencies have
streamlined their acquisition practices by using, for example, multiple award contracts, Federal supply
schedules, and credit card purchases, thereby making it more challenging for small businesses to
compete. Various studies by the Government Accountability Office (GAQ), the OIG, and others have also
highlighted government-wide flaws in procurement processes and regulations that can result in large
businesses performing contracts intended for small businesses. The OIG has identified Management
Challenges that address deficiencies in SBA’s program management relating to the oversight of small
business awards and promotion of business development and procurement opportunities for minority-
owned firms.

Risks Associated with SBA’s IT and Financial Management Systems, and Other Internal
Operations

The SBA depends on a complex IT environment, which includes a number of mission critical systems
running on a mix of legacy mainframe, client-server, and minicomputers. SBA has had difficulty
producing reliable and timely financial and management information to support its operations, primarily
because of reliance on outdated IT systems that are not integrated with other systems. Although the
Agency continues its efforts to enhance existing applications, improvements are still required in a number
of key areas. Other factors that affect IT infrastructure and increase control risks include the age of core
operating systems, deficiencies with Agency computer security programs, consolidation of operations, the
complexity of models and programs, increased reliance on third party providers, and failure and/or
inability to address OIG audit recommendations.

The Agency has taken steps to improve its financial management and reporting. These efforts have been
focused primarily on improving the Agency’s models for estimating subsidy costs, improving controls over
financial statement preparation, and correcting accounting errors related to loan sales and subsidy cost
allowances. For FY 2007, SBA received an unqualified opinion on its financial statement audit; however,
the auditors identified a number of other areas where improvements were needed. Thus, despite
considerable improvement, IT and financial management issues continue to present significant
challenges for the Agency.

Aging information systems, coupled with changing Federal financial reporting and security standards,
increase the risk that SBA'’s fragmented financial processes may hinder the Agency’s capability to carry
out its mission and maintain the security of its information and assets. For example, SBA’s FY 2007
financial statement audit reported a significant deficiency related to security controls to provide
reasonable assurance that IT resources such as data files, application programs, and IT-related
facilities/equipment are protected against unauthorized modification, disclosure, loss, or impairment.
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Risks Associated with Disaster Assistance

As a general rule, SBA’s practice of processing disaster loans as quickly as possible, using significant
numbers of inexperienced employees, places the Disaster Loan program at risk. Specific risks include:

» Loan Decisions — Loan approval and decline decisions are made quickly and frequently by
inexperienced loan officers.

» Loan Disbursement and Repayment — The loan disbursement process frequently involves
progress payments, and SBA may not identify misuse of proceeds or defaults until one year from
the date of the note for the loan under deferred payment requirements.

» Loan Servicing and Liquidation — Historically, loan servicing has been understaffed, thereby
lessening controls over liquidation of collateral, charge-offs, and debt collection activities.
Furthermore, collateral supporting loans may have other mortgages ahead of SBA's lien position.

» Potential for Duplication of Benefits — The scope and breath of damage may increase aid and
assistance at the Federal, State and local levels, thereby exacerbating potential duplication of
benefits.

» Loan Fraud — Based on referrals to the OIG, individuals have claimed property damage that
never occurred or for property not owned during the disaster; made false statements about
criminal records; wrongfully collected payments from the Federal Emergency Management
Agency (FEMA) while applying for an SBA loan; attempted to bribe SBA officials; misused SBA
loan funds for gambling or other unauthorized purposes; and overstated financial losses.

Strategic Goals and Objectives

The two goals in the OIG’s Strategic Plan are designed to align available resources and manage auditing,
investigative, and other activities in the light of SBA’s most significant challenges and risks.

Strategic Goal 1. Improve the Economy, Efficiency, and Effectiveness of SBA Programs
and Operations

Through audits, investigations and other efforts, the OIG reviews all aspects of SBA’s operations to
improve Agency efficiency and effectiveness. The subject areas examined are determined in response to
legislative mandates or requests from sources outside the OIG, or through OIG assessments of SBA’s
risks and vulnerabilities. An important aspect of this work is developing and following up on the major
Management Challenges facing SBA in accordance with the Reports Consolidation Act. In addition, the
OIG increasingly focused available resources on specific legislative and other mandates.

Objectives
» ldentify systemic weaknesses and solutions in critical SBA programs and operations.

» Assist SBA in improving the security over, and accuracy of, SBA accounting and performance
information.

Implementation Strategies

» Conduct audits and reviews of high-risk activities and conduct follow-up reviews to assess
implementation.

» Periodically analyze audits and reviews, as well as investigations of complaints and program
participants, to identify trends and systemic weaknesses.

Small Business Administration FY 2009 Budget Request
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» Regularly work with the Agency to identify, update, and resolve the top Management Challenges.

» Focus audits and reviews to identify improper payments, unnecessary losses, and questionable
expenditures.

» Respond in a timely and effective manner to inquiries, complaints, and clearances.

» Review proposed and existing Agency legislation, regulations and directives, and provide timely
and relevant recommendations to Agency decision makers.

FY 2007 Accomplishments

During FY 2007, the OIG devoted considerable time and resources to auditing three critical high-risk
activities of SBA: (1) providing oversight of lenders who are authorized to make SBA-guaranteed loans;
(2) processing loans to victims of recent disasters; and (3) providing oversight of the Section 8(a)
Business Development program and government contracting programs to ensure contractor compliance
with program requirements.

Lender Oversight

Annually, approximately 80 percent of SBA’s guaranteed loans are made by lenders to whom SBA has
delegated loan-making authority. Under this delegation, lenders are allowed to originate, service, and
liquidate loans with little oversight from SBA. SBA's growing reliance on delegating loan-making authority
to commercial lenders has increased the risk of financial losses for the Agency, resulting in an increased
need for audit attention.

During FY 2007, the OIG issued 12 reports that identified major deficiencies in SBA’s oversight of its
lenders (4 of these reports addressed various lender oversight activities and 8 related to specific SBA-
guaranteed loans). For example, the OIG’s review of SBA’s purchase process for honoring guaranties on
SBAExpress and CommunityExpress loans estimated that SBA purchased up to $130.6 million in
guaranties without ensuring that the lenders properly managed the loans. The audit identified instances
where lenders failed to verify borrowers’ use of loan proceeds, verify the accuracy of financial information,
or properly determine their eligibility and creditworthiness. Similarly, a review of the guaranty purchase
process for 7(a) loans at the National Guaranty Purchase Center disclosed instances where SBA
purchased guaranties without adequately analyzing available documentation or obtaining sufficient
information needed to assess whether lenders originated, serviced, and liquidated loans in accordance
with SBA requirements and prudent lending practices. Based on the results of this review, the OIG
estimated that SBA made approximately $36 million in erroneous payments on loans with purchase
reviews completed between October 2004 and May 2005.

The OIG also audited SBA'’s process for assessing lender performance to determine whether the Agency
implemented appropriate and timely actions to correct identified lender deficiencies. The review found
that, while SBA had an adequate rating system for assessing lender risk, it arbitrarily limited the number
of lenders that could be considered “high-risk” to no more than 10 percent of the total lenders evaluated.
Based on OIG recommendations, SBA agreed to reconsider how risk ratings are used to determine which
lenders are high-risk. The OIG also found that SBA conducted on-site examinations of only about one-
third of its lenders and generally was not timely in notifying them of deficiencies discovered during the
examination process.

Disaster Loans

The size and magnitude of SBA’s Gulf Coast hurricane disaster relief effort has required the OIG to
provide timely, effective, and proactive oversight to minimize potential fraud, waste, and abuse. The OIG
has dedicated substantial resources to audits and investigations related to disaster loans, including loans
for the 2005 Gulf Coast hurricanes and the series of hurricanes in Florida during 2004. The OIG’s audit
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and investigation plans for the 2005 Gulf Coast hurricanes are outlined in a five-year work plan that
summarizes anticipated projects based on risks identified in past disasters and risks arising from the
unique aspects of these hurricanes.

After the 2005 Gulf Coast hurricanes, SBA faced significant challenges in meeting the demand to process
an unprecedented number of loans. Loan approval and decline decisions were made quickly and
frequently by inexperienced loan officers. In the fall of 2006, as public criticism mounted about SBA'’s
slow progress in disbursing Gulf Coast disaster loans, SBA launched a campaign to expedite loan
disbursements. Based on several employee complaints and Congressional inquiry into these activities,
the OIG issued a series of reports examining issues that surfaced during the Agency’s expedited
disbursement initiative. For example, the OIG reported that loans generally were not being disbursed
against borrowers’ wishes, as alleged by employee complaints. The OIG also assessed whether
disbursements occurred without obtaining the necessary documentation from borrowers to secure the
loans. The OIG reported that SBA disbursed an estimated $368 million in loan proceeds on about 3,113
secured loans without perfecting liens on property used as collateral or completing UCC filings, increasing
the Agency’s risk of losing its lien position to other creditors. Additionally more than half of the Gulf Coast
loans totaling over $3.7 billion were processed under the SBA’s Expedited Loan Program, which was
established to reduce the processing time for underwriting disaster loans. After examining loans made
under expedited procedures, the OIG estimated that $1.5 billion may have been awarded to applicants
who lacked repayment ability. Consequently, there is a high probability that a significant number of loans
processed under expedited procedures will default.

Government Contracting and Business Development

The OIG also issued several key audit reports concerning SBA’s government contracting programs. For
example, an audit found that SBA did not follow its own regulations when determining whether companies
qualified as small for 8(a) procurements. In response to the audit report, SBA developed a strategic plan
to ensure that size determinations were correctly made. In another audit of Section 8(a) contracting
related to Gulf Coast reconstruction, the OIG identified issues with the completeness and accuracy of
procuring agency reports on 8(a) contracts, impairing SBA'’s ability to effectively monitor 8(a) program
participants. Another audit determined that two 8(a) mentor protégé program participants were
improperly awarded sole-source contacts and, ultimately, failed to perform the contracts in compliance
with 8(a) program laws and regulations. Review of the contract awards and performance disclosed that
large businesses performed 86 to 98 percent of the contract work and materially benefited from the
contracts that were sole-sourced to 8(a) participants, contrary to the intent of the 8(a) and mentor-protégé
programs. Finally, another important audit found that SBA performed only limited oversight of large prime
contractors’ subcontracting plans, which resulted in billions of dollars of subcontracts escaping oversight.
In FY 2006, only 968 (less than half) of an estimated 2,200 large prime contractors were reviewed, and
most of the reviews were off-site or relied heavily on contractors’ self-reported achievements. In addition,
SBA had sharply curtailed active marketing and matchmaking activities of its Commercial Market
Representatives (CMRs), and revised its regulations to eliminate the matchmaking function. The OIG
recommended that the Agency develop an annual performance plan for the Subcontracting Assistance
Program that establishes performance goals that more directly measure program effectiveness, and
annually report the number and dollar value of subcontracts to small businesses, as required by law.

Other Accomplishments

» The OIG also reviewed SBA's protection of sensitive information and its IT security processes.
One review determined that SBA had not fully implemented the required data protection
safeguards outlined in OMB Memorandum 06-16, Protection of Sensitive Agency Information, by
the specified deadline. This review also found that SBA is vulnerable to unauthorized disclosure
of personally identifiable information, particularly those stored on mobile computers and devices.
Other IT audits also found additional vulnerabilities and deficiencies.

» Pursuant to the Chief Financial Officers Act of 1990, the audit of SBA’s FY 2007 financial
statements was performed by KPMG LLP under a contract with the OIG. The independent
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auditors’ report concluded that SBA’s consolidated financial statements presented fairly, in all
material respects, the financial position of SBA as of and for the years ended September 30,
2007 and 2006. The financial statements also presented fairly, in all material respects, SBA'’s net
costs, changes in net position, and combined statements of budgetary resources for the years
then ended. With respect to internal control over financial reporting, KPMG reported a significant
deficiency related to IT security controls, but did not consider this deficiency to be a material
weakness. In addition, the auditors’ test for compliance with certain laws, regulations, contracts,
and grant agreements determined that SBA did not fully comply with the Debt Collection
Improvement Act (DCIA) of 1996 because the Agency did not consistently follow Treasury
guidelines when referring delinquent debts for collection.

» The OIG’s FY 2007 report on SBA’'s Management Challenges was again singled out for praise by
the Mercatus Center at George Mason University, which stated “The SBA report provides the
best example by far of an insightful inspector general assessment and should serve as a model
for other inspectors general.” For each Management Challenge, the OIG identified the steps
needed to resolve it and used a color coded “scorecard” system to rate the Agency’s progress
under each of the steps. OIG staff met with program offices to discuss the challenges and
provide the OIG’s current assessment of Agency progress in addressing them. This approach
provided clear communication of the Management Challenges and the recommended actions to
overcome them. It also provided interested parties outside of SBA with a way to know the extent
of progress made. Lastly, program managers were provided with an incentive to overcome the
challenges by achieving favorable color scores.

The OIG’s activities and accomplishments are discussed in more detail in the office’'s Semiannual Reports
to Congress. Statistical highlights are also provided in the OIG’s FY 2007 Performance Report later in
this document.

FY 2008 — FY 2009 Planned Performance

During FY 2008 and FY 2009, in addition to conducting audits and reviews that are required by statutes
and other directives, the OIG will focus on the most critical risks facing SBA, as discussed above, and on
improving program and operational processes. Several areas of emphasis are discussed below.
Additional activities and strategies for accomplishing this strategic goal are contained in the OIG’s

FY 2008/2009 Performance Plan later in this document.

Financial Management

The Chief Financial Officers Act of 1990 requires each Federal agency to have annual audited financial
statements. In addition, a key Administration initiative is to have agencies improve their financial
management activities, to include providing financial statements and financial performance information in
a timelier manner. A five-year contract was awarded to KPMG to conduct the audits of SBA'’s financial
statements, as well as the FISCAM reviews, beginning in FY 2006. This contract accounts for 12 percent
of the total amount requested by the OIG for FY 2009.

Performance Measurement

Managing for results and producing annual performance plans and reports requires valid, reliable and
high-quality performance measures and data. The OIG will review selected SBA performance data to
determine its accuracy and completeness and assess the process used to ensure the quality of such
data. The results of these reviews will provide valuable information to decision makers who rely on the
information to assess SBA'’s performance and accountability.

Information Technology

As SBA and its resource partners increasingly rely on IT, the need for close scrutiny of the security of
information systems and related privacy data has also increased. For example, the OIG was requested
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by OMB to monitor SBA’s controls over Personally Identifiable Information as part of its annual review of
SBA'’s compliance with FISMA. The OIG will conduct audits to assess the controls and security of SBA's
computer operating system and network by reviewing SBA’'s commitment to providing sufficient resources
in order to manage computer security, maintain SBA systems, provide technical support, and administer
security training. The OIG will also identify ways to improve the quality of data collected through the loan
accounting and loan application tracking systems. These loan tracking and financial reporting systems
play a key role in SBA oversight of its $84.5 billion guaranteed and direct loan portfolio, and provide
information for performance measurement. The OIG will continue periodic audits of the Agency’s main
information systems including the recently upgraded Disaster Credit Management System. These audits
will look for IT security weaknesses and determine whether the IT systems meet users’ needs and contain
accurate data. As threats to disrupt cyber-based systems continue to occur throughout the world, the
Agency must take steps to improve controls to prevent such disruptions and ensure the continuity of
mission critical operating systems.

Financial Assistance

As the Agency has downsized, centralized its operations, and increasingly turned more loan processing
and administration responsibilities over to lenders, often with limited guidance and oversight, the risks of
lender non-compliance and negligence have increased. The OIG will continue to review internal controls
over the business loan programs, specifically the 7(a) and 504 loan programs. Efforts will emphasize on
determining whether the Agency is reducing improper payments in its purchases of guaranteed loans and
properly liquidating loans prior to charge-off. Reviews will also include assessments of SBA'’s collateral
valuations and appraisal oversight. The OIG will also continue to conduct audits of business loans and
disaster assistance loans that go into default quickly because past work has shown that, frequently, such
loans were not properly originated and effective controls and procedures were not in place to prevent
improper payments. In addition, the OIG will continue to review the Agency's oversight of the SBIC
program, with emphasis on the examination, licensing, and funding processes.

Government Contracting and Business Development

The SBA directs significant effort towards helping small businesses obtain Federal contracts and
providing other business development assistance. SBA'’s Office of Government Contracting and
Business Development is tasked with helping small businesses obtain a fair proportion of Federal
contracting opportunities, and helping small, disadvantaged, and women-owned businesses build their
potential to compete more successfully in a global economy. During FY 2008 and FY 2009, the OIG will
focus on SBA'’s oversight of, and current issues affecting, Government Contracting and Business
Development programs. For example:

» There has been a high level of Congressional interest in ensuring that small businesses receive a
fair share of Federal contracts. The OIG will continue to assess whether SBA is taking adequate
steps to ensure the integrity of small business contracting, with an emphasis on issues such as
the accuracy of reporting small business contract activity, large businesses being classified as
small businesses, failure to always follow regulations to protect small businesses, training of
government contracting personnel, deterring fraudulent acquisition of government contracts, and
contract bundling.

» The purpose of the Section 8(a) program is to “assist eligible small disadvantaged business
concerns compete in the American economy through business development.” Major
vulnerabilities within this program include limited program oversight; inequitable distribution of
contracting opportunities among participants; a lack of implemented measurable, consistent, and
mandatory criteria pertaining to all aspects of economic disadvantage; a lack of implemented
criteria defining business success for purposes of program graduation; inadequate emphasis on
business development; and a primary database which does not contain the information needed to
successfully manage the program. The OIG will continue to review these issues and SBA’s
management of the 8(a) program.
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Disaster Assistance

During FY 2008 and FY 2009, the OIG will initiate or continue ongoing reviews to determine whether:
loan recipients are receiving duplicate benefits from other agencies or from insurance proceeds and, if so,
if the SBA loans are being appropriately reduced; SBA has controls in place to effectively process and
monitor loan modifications associated with relocations; SBA adequately monitors disaster loans with
deferred repayment to allow maximum collections by SBA; disaster staff levels are appropriate and staff
are properly trained and deployed; loan progress payments are adequately supported and made in
accordance with the SBA procedures; loan servicing centers adequately service and transfer loans to
liquidation in a timely manner; cash flow processes and procedures for assessing loan repayment ability
are reasonable; SBA is efficiently and effectively liquidating disaster loans; and disaster loans that fail
within 18 months of the first loan payment received adequate screening and credit evaluation during the
application process and were serviced in accordance with loan provisions and regulations.

Management Challenges

As required by the Reports Consolidation Act of 2000, the OIG annually develops a report of the most
serious Management Challenges facing SBA. The OIG's report on SBA’s top Management Challenges is
included in the Agency’s Performance and Accountability Report (PAR). The Management Challenges
focus on areas that are particularly vulnerable to fraud, waste, error, and mismanagement, or otherwise
pose a significant risk, and generally have been the subject of one or more OIG or Government
Accountability Office reports. In FY 2009, the OIG will continue to identify serious Management
Challenges facing the Agency and will work throughout the year with SBA management to resolve
identified issues as quickly and efficiently as possible.

Strategic Goal 2: Promote and Foster Integrity in SBA Programs and Operations

The OIG directly supports the Agency’s mission by detecting, investigating, and deterring fraud and other
wrongdoing in SBA programs and operations. OIG activities strive to ensure that SBA employees, loan
applicants, and program participants possess a high level of integrity. This is critical to the proper

administration of SBA’s programs because it helps ensure that SBA resources are utilized by those who
deserve and need them the most.

Objective
» Detect and deter fraud and other criminal activity, misconduct and abuse.

Implementation Strategies

» Give priority to investigations with a potentially broad systemic impact.

» Assess trends, target areas of greatest vulnerability and gaps in controls, and recommend
systemic control improvements.

» Develop proactive investigations to uncover fraud and other wrongdoing.

» Emphasize the use of debarment and other administrative actions to deter fraud and other
wrongdoing.

» Expand outreach with lenders and SBA officials to educate them on how to identify and prevent
potential fraud and other wrongdoing.

» Provide Agency decision makers with timely background information about program participants
and Agency employees to identify potential risks.

» Respond in a timely and effective manner to complaints and referrals.
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FY 2007 Accomplishments

The OIG continued a nationwide focus on promoting a high level of integrity in SBA programs and
safeguarding SBA resources from fraud, waste, and abuse. During FY 2007, OIG investigations resulted
in 79 indictments, 60 convictions, almost $21 million in potential recoveries and fines, and almost $10
million in loan/contracts not approved or canceled.

The SBA Disaster Loan program was the focus of much effort during FY 2007. In order to address fraud
allegations associated with the 2005 Gulf Coast hurricanes, the OIG opened a new Southern Regional
Office in New Orleans at the end of FY 2006. Working in conjunction with the Hurricane Katrina Fraud
Task Force, the OIG made 26 arrests and obtained 29 indictments and 22 convictions from the Task
Force’s inception through September 30, 2007. As disaster loans come due after the initial 12-month
deferral of payments, the OIG anticipates more allegations of fraud and potential loss to SBA. The types
of allegations being investigated include unauthorized use of loan proceeds, material false statements in
the application process, false/counterfeit supporting documentation, and false assertions regarding
primary residency in affected areas at the time of the disaster. In one case, a CPA made false
statements to several lenders in Louisiana so that they would approve four loans totaling approximately
$2.9 million. She impersonated an SBA employee and falsely represented that SBA disaster loans had
been approved and committed for businesses controlled by her employer. The CPA pled guilty to making
false statements relating to loan and credit applications. The OIG has also investigated and prosecuted
multiple subjects who applied for disaster assistance claiming that their primary residences were in the
affected hurricane areas when, in fact, they were not.

Although the disaster loan program generated many cases in FY 2007, SBA'’s largest potential exposure
to loss is in the Section 7(a) and Section 504 business loan programs. The OIG continued to uncover
numerous fraudulent schemes in this area involving false statements, counterfeit documents, misuse of
proceeds, and a range of other violations. One such case involved a borrower who inflated his Personal
Financial Statement and failed to disclose a prior bankruptcy when he applied for an SBA-guaranteed
loan of $1.5 million to purchase a cabinet making business. As a result of the OIG investigation, he was
sentenced to 12 months in prison, 5 years supervised release, and was ordered to pay restitution of
$886,506. In another case, a hotel owner was sentenced to 6 months home detention, 3 years
supervised release, and was ordered to pay $263,000 in restitution for failing to disclose that he was a
convicted felon when applying for a $1.15 million SBA-guaranteed loan to buy the hotel.

Another focus during FY 2007 was loan agent fraud. A loan agent is employed and compensated by an
applicant or lender to prepare an SBA loan application and/or refer the applicant to a lender (or vice
versa). One loan agent manipulated the Section 7(a) loan program by recruiting unqualified borrowers to
falsely obtain nine SBA-guaranteed loans, valued at $9.5 million, for convenience stores. As a result of
the OIG investigation, the loan agent was sentenced to 5 years probation and ordered to pay $8.8 million
in restitution jointly with four other defendants.

The OIG has also been actively combating corruption in the government. In one case during FY 2007,
the former Assistant District Director of SBA’s 8(a) Business Development Program in Puerto Rico was
sentenced to 4 years in prison for accepting bribe payments in exchange for using his authority to award
over $16 million in SBA 8(a) sole source contracts to an engineering firm. In another case, a business
owner pled guilty to bribery charges relating to his application for a $594,000 loan through SBA’s 504 loan
program. The applicant falsely claimed he was a U.S. citizen on the application. When the SBA
requested evidence of naturalization, he admitted he was not a U.S. citizen but requested a meeting with
an SBA official. At the meeting (staged by SBA OIG agents), the applicant again admitted he was not a
U.S. citizen, but presented a counterfeit certificate of naturalization for the SBA loan file and offered a
$5,000 cash bribe to an undercover SBA OIG agent to influence an official act. The applicant’s
sentencing is pending.

The OIG’s Office of Security Operations ensures that participants in programs involving business loans,
disaster assistance loans, Section 8(a) certifications, surety bond guarantees, small business investment
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companies, and certified development companies meet SBA character standards. To accomplish this,
the security staff utilizes name checks and, where appropriate, fingerprint checks to determine criminal
background information. During FY 2007, the OIG processed 3,344 external name check requests for
these programs. Based on data from its on-line connection with the FBI, the OIG also refers applicants
who appear ineligible because of character issues to program officials for adjudication. As a result of OIG
referrals during this reporting period, SBA business loan program managers declined 83 applications
totaling over $29 million and disaster loan program officials declined 148 applications totaling over

$10 million.

The OIG continues to use its Early Fraud Detection Working Group to proactively identify loans that may
indicate fraud and to determine trends involving specific lenders or geographical areas. In another
proactive effort to prevent future dollar losses, the OIG has issued a fraud alert to SBA employees and
lenders about schemes affecting the SBAExpress loan program. The OIG also conducted 18 fraud
awareness presentations for representatives of lending institutions, SBA, other federal and local
agencies, and law enforcement organizations.

The OIG believes that it is in the public interest to debar parties who have a history of fraud, or otherwise
lack business integrity, from conducting business with the Federal Government. Accordingly, the OIG has
adopted a proactive program to identify SBA program participants that have demonstrated a lack of
business integrity and submit debarment recommendations to the SBA. During FY 2007, the OIG
recommended 17 debarments. The Agency issued 6 final debarments.

The OIG’s activities and accomplishments are discussed in more detail in the office’s Semiannual Reports
to Congress. Statistical highlights are also provided in the OIG’s FY 2007 Performance Report later in
this document.

FY 2008 — FY 2009 Planned Performance

During FY 2008 and FY 2009, in addition to conducting audits and reviews that are required by statutes
and other directives, the OIG will focus on the most critical risks facing SBA, as discussed above, and on
improving program and operational processes. Several areas of emphasis are discussed below.
Additional activities and strategies for accomplishing this strategic goal are contained in the OIG’s

FY 2008/2009 Performance Plan later in this document.

Loan Agent Fraud

The OIG will continue its national initiative to detect fraud committed by loan agents, such as packagers
and brokers. As previously mentioned, a loan agent is sometimes hired by an applicant or lender to
assist the applicant in obtaining an SBA loan. Although honest loan agents can help small businesses
gain access to capital, some dishonest ones have perpetrated fraudulent schemes involving tens of
millions of dollars in loans. These fraudulent loans often default for non-payment, and SBA is forced to
use taxpayer funds to purchase the guaranteed portions of the loans.

As an example of the scope of this issue, the OIG is working a case involving multiple loan agents that is
developing into one of the most significant fraud schemes ever investigated by the OIG. This conspiracy,
which is being investigated jointly with the U.S. Secret Service, involves at least 76 fraudulent SBA-
guaranteed loans totaling over $76 million. To date, the investigation has resulted in the indictment of

31 individuals, including the former executive vice president of the participating SBA non-bank lender, as
well as a bank vice president who aided in the scheme by providing false financial documents to assist in
the approval of these loans. To date, recoveries and cost savings total approximately $16 million.

Due to the increased criminal activity seen through the above mentioned investigation, the OIG
established a new office in Detroit, Michigan. Through work with other law enforcement agencies in the
Detroit area, the OIG has gained additional knowledge of the methods, practices, and culture of
organized groups, at times involving loan agents and corrupt lending officials, who are committing fraud
against the SBA. The OIG’s ability to quickly develop multi-subject investigations, involving millions of
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dollars in SBA-guaranteed loan funds, indicates there is a significant fraud problem for the SBA in this
area of the country. Through ongoing investigative efforts (e.g., analysis of loan files, development of
informants, and expansion of intelligence) and by working closely with the U.S. Attorney’s Office, the Joint
Terrorism Task Force, and other law enforcement agencies, the OIG’s case inventory has increased so
significantly that the OIG regularly has had up to three agents from other cities working on temporary
assignments in Detroit. These fraud trends are expected to continue in the Detroit area for years to
come.

Disaster Loans

The Disaster Loan program provides low-interest loans to disaster victims. Some unscrupulous
applicants attempt to defraud this program, taking advantage of the fact that the loans are made in
emergency situations requiring immediate assistance. The OIG will continue to devote substantial
resources to identifying and prosecuting fraud related to loans made as a result of the 2004 hurricanes in
Florida, the 2005 Gulf Coast hurricanes, and other disasters around the country. For example, because
of the threat of hurricanes impacting Florida and the surrounding states on an annual basis, as well as the
crime statistics for this state, the OIG established a new office in Miami, Florida, to better respond to fraud
referrals involving SBA loans.

SBAExpress Loans

The SBAExpress program allows qualified lenders to use their own procedures to make loans up to
$350,000 with a maximum SBA guaranty of 50 percent. While such latitude can expedite credit to small
businesses, the limited level of SBA oversight has created opportunities for organized individuals or
groups to secure multiple loans, often under $50,000 each, by having relatives, friends, and associates
apply on behalf of shell or non-existent businesses using false identities and inflated business incomes.
Across the country, the OIG has seen an increased number of cases, with millions of dollars at risk,
involving the SBAEXpress loan program.

In one case, over 50 fraudulent SBAExpress loan applications, possessing common fictitious information,
were submitted to multiple lenders by an organized group hoping to obtain funds for illicit purposes. Prior
to the disbursement of the majority of the loans, the OIG made contact with the involved banks allowing
the lenders to deny most of these fraudulent applications. Investigation of the loan agent and borrowers
associated with this case is continuing.

Government Contracting

One serious government contracting issue involves companies that misrepresent themselves as small,
minority-owned or disadvantaged businesses to gain an unfair advantage in the Federal marketplace.
Another area of concern relates to corrupt contractors who attempt to influence the award process by
paying bribes and gratuities to government officials involved in the contracting process. In a recent joint
case involving 8(a) contractors, six subjects were indicted and have pled guilty for their role in a
multimillion dollar bribery scheme centered on steering Department of Defense contracts to a company
owned by one of the subjects.

Security Operations

The OIG’s Office of Security Operations will continue processing name checks and, where appropriate,
fingerprint checks to ensure that applicants meet certain character standards before participating in
programs involving business loans, disaster assistance loans, Section 8(a) certifications, surety bond
guaranties, SBICs, and certified development companies. Almost $288 million in loans have been
declined during the last 10 years due to character eligibility issues, thereby making credit available to
other applicants with no such issues. The OIG also performs background investigations for SBA
employees in public trust and national security positions.
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U.S. SMALL BUSINESS ADMINISTRATION
OFFICE OF INSPECTOR GENERAL

FISCAL YEAR 2008/2009 PERFORMANCE PLAN &
FISCAL YEAR 2007 PERFORMANCE REPORT

OIG Vision

The OIG strives to identify significant issues and provide recommendations and solutions to correct,
reduce or eliminate problem areas or fraudulent schemes that could adversely impact the efficiency,
effectiveness or integrity of SBA’s programs and operations.

Performance Plan Alignment

This 2-year Performance Plan aligns with the statutory responsibilities of the OIG under the IG Act, the
Small Business Act, the Small Business Investment Act, an increasing number of Government-wide
mandates, and with the OIG’s FY 2006 — 2011 Strategic Plan. The Strategic Plan reflects a rethinking
and refining of earlier strategic goals and planning framework in order to focus OIG efforts on identifying
the larger systemic problems in SBA’s programs and operations. In an era of tight budgets, the OIG must
focus on the most significant risks to SBA and the taxpayer, and on improving program and operational
processes. Audit and Investigative plans are designed to assist SBA in meeting the challenges it faces
and accomplishing its mission in the most effective, efficient, and economical manner possible.

The two goals in the OIG’s Strategic Plan are designed to align available resources and manage auditing
and investigative activities in the light of SBA’s most significant challenges and risks. For FY 2008 and
FY 2009, strategies and performance indicators/measures have been developed for each of these goals
to guide the OIG’s auditing and investigative efforts.

The role of the OIG is to provide value to customers and stakeholders. The role of performance
measurement is to deliver insights about that value. The OIG’s goals encompass measures that will
assist in evaluating the OIG’s success in achieving its goals and objectives; however, a critical indicator of
the OIG’s accomplishments in fulfilling the requirements of the IG Act and other mandates will be the
results demonstrated twice a year in the OIG’s Semiannual Reports to Congress. These reports are
located at http://www.sba.gov/IG/igsemiannual.html.

Fiscal Year 2008/2009 Activities and Strategies for Accomplishing
OIG Strategic Goals

» Give priority to complex projects focusing on SBA activities that pose the greatest risk of financial
losses, or that need controls to improve the integrity or effectiveness of program service delivery.

» Perform oversight of the FY 2008 and 2009 SBA financial statement audits — a statutory
requirement — and reviews of Federal Information Systems Controls related to the financial
operations, both of which are conducted by an external auditor.

» Conduct Federal Information Security Management Act reviews — a mandatory annual
requirement — including assessing controls over Personally Identifiable Information.
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» Assess the effectiveness of and controls over disaster assistance loan making, servicing,
collection, and liquidation processes to identify processing problems, duplication of benefits, and
potential fraud.

» Perform Gulf Coast hurricane related audits focusing on prevention of problems, including
reviewing internal controls, monitoring and advising department officials on precedent-setting
decisions, and assessing the quality of loans.

» Review the effectiveness of SBA’s oversight of selected financial assistance programs.

» Identify serious Management Challenges facing the Agency and work throughout the year with
SBA management to resolve identified issues as quickly and efficiently as possible.

» Give priority to investigations where fraud is committed by loan agents and lenders.

» Focus on criminal investigation and prosecution of fraudulent activities committed within SBA
programs that possess a potential for high risk: the Disaster Loan, SBIC, 7(a) Business Loan,
and SBAExpress Programs.

» Expand outreach with Lenders and SBA officials to deter fraud and abuse.

» Continue efforts to work in cross-divisional teams to analyze data, assess trends, target areas of
vulnerability and recommend systemic control improvements.

» Recommend debarments and other administrative enforcement actions to foster program
integrity.

» Conduct character screenings on certain SBA program participants and complete required
background checks on SBA employees and contractors to ensure the integrity of operations.

> Protect the integrity of SBA programs through recommendations that assistance be denied to
those found to be of poor character.

> Review selected data systems supporting the collection of SBA’s performance data.

» Monitor SBA’s implementation of replacement systems and components of its core financial
legacy-based Loan Accounting System (LAS).

» Assess the effectiveness of SBA’s business loan liquidation activities.

» Assess the effectiveness of, and controls over, the collection of business loan program
receivables.

» Assess the reliability of data input into the LAS and its impact on SBA'’s risk management and
mitigation efforts.

> Perform selected reactive audits and investigations based on complaints received.
> Review the SBIC examination and funding processes.

» Review selected outsourcing by SBA of its functions and activities to determine whether the
projected savings were realized.

» Conduct a follow-up review of selected past significant audit reports completed at least 3 years
ago to assess the effectiveness of the corrective action implemented by SBA.
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Assess effectiveness of SBA oversight of its various Government contracting programs.

Conduct mandated audits and reviews of selected SBA programs and activities, including
preferred sureties, and use of cosponsorships and gifts.

Review proposed legislation, regulations, and Agency directives proposed by or affecting SBA
and provide salient comments to reduce confusion, waste, and inefficiency.

OIG Operational Strategies

The OIG also uses the following operational strategies to achieve its goals.

» Attract, develop, and retain a highly skilled OIG workforce, and provide them with the tools,
services, and processes necessary to continuously improve productivity.

» Develop an internal work environment that allows OIG employees to understand how their work is
important in meeting OIG strategic goals.

» Ensure the integrity and reliability of work products by subjecting OIG operations to internal
review, as well as to external “peer” reviews by other Federal OIGs.

» Use the annual planning and budget processes to manage OIG operations effectively and
efficiently.

» Ensure effective two-way communication with customers, stakeholders, employees, and
interested parties to identify opportunities for improvement.
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Performance Measures/Indicators

Measures/Indicators?
(In addition to the OIG’s Semiannual
Reports)

FY 2007
Actual

FY 2008
Estimate

FY 2009
Estimate

Qual

lity

Value of monetary recoveries and
savings resulting from audits, other
reports, investigations and security
checks.

$129.7
million

$59.2
million?

$68.8
million?

Percent of all report recommendations
agreed to by management within 6
months of report issuance.

90%

7%

78%

Percent of all investigative cases opened
during the fiscal year that involve fraud
with potential dollar losses of $100,000
or more committed against SBA.

53%%

60%2

60%2

Percent of all investigative cases closed
during the fiscal year that were referred
for criminal or civil prosecution, or SBA

administrative action.

74%

80%

80%

Timeli

ness

Percent of audit projects completed
within budgeted hours and milestones,
or in established timeframe.

90%

87%

88%

Percent of all investigative cases
accepted by prosecutors, referred for
Agency action, or closed during the
fiscal year in which the acceptance,
referral or closure occurred within 18
months of case initiation.

74%

70%

75%

Disallowed costs agreed to by management;

Recommendations that funds be put to better use agreed to by management;

Potential investigative recoveries and fines; an

d

Loans/contracts not made as a result of investigations and name checks.
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Achievement of the OIG’s goals is subject to a number of external factors (see the “Performance
Measurement Limitations” section of this document).

The out-year estimates for this measure are the averages for the previous five years. This measure includes:

Percentage of cases over $100,000 has decreased due to lower dollar losses involving Gulf Coast hurricane cases.
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Anticipated Impact/Outcomes of OIG Efforts under Strategic Goals

» Reduction of risks to, and increased integrity of, Agency programs and operations.
» Resolution of OlG-identified Management Challenges.
» Improvement of efficiency and effectiveness in the delivery of SBA programs.
» Enhancement of internal controls.
» Reduction of fraud and abuse in SBA programs and operations.
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Highlights of Fiscal Year 2007 OIG Activities

During FY 2007, the OIG’s efforts resulted in nearly $130 million in cost avoidances and potential
recoveries and fines, as shown in the following table.

Office-wide Dollar Accomplishments
October 1, 2006 — September 30, 2007

Potential Investigative Recoveries and Fines $20,791,370
Loans/Contracts Not Made as Result of Investigations $9,717,113
Loans Not Made as Result of Name Checks $39,680,038
Disallowed Costs Agreed to by Agency Management $27,567,922
Recommendations that Funds Be Put to Better Use Agreed to by Agency Management $31,980,000
Total $129,736,443

OIG efforts can be broken down into two main categories that are generally aligned with the OIG’s two
strategic goals: (1) efficiency and effectiveness of SBA programs; and (2) fraud deterrence and detection
in SBA programs.

Efficiency and Effectiveness of SBA Programs
During the first 6 months of FY 2007, the OIG issued 17 reports with significant recommendations for

improving Agency operations, reducing fraud and unnecessary losses, and recovering funds.

Efficiency and Effectiveness Activities
October 1, 2006 — September 30, 2007

Reports Issued 34
Recommendations Issued 138
Dollar Value of Costs Questioned $28,009,202
Dollar Value of Recommendations that Funds Be Put to Better Use $31,980,000

Follow-up Activities
October 1, 2006 — September 30, 2007

Recommendations for which Management Decisions were made during

the Reporting Period 155
Disallowed Costs Agreed to By Agency Management $27,567,922
Dollar Value of Recommendations that Funds Be Put to Better Use Agreed to by

$31,980,000
Agency Management
Recommendations without a Management Decision at the End of the o8
Reporting Period

Small Business Administration FY 2008/2009 Performance Plan

Office of Inspector General 20 FY 2007 Performance Report



Legislation/Regulations/Standard Operating Procedures (SOPs)/Other Reviews

October 1, 2006 — September 30, 2007

Legislation Reviewed 6
Regulations Reviewed 17
Standard Operating Procedures and Other Issuances* Reviewed 113
Total 136

*These include policy notices, procedural notices, Administrator’s action memoranda, and other Agency initiatives, which

frequently involve the implementation of new programs and policies.

Fraud Detection and Deterrence in SBA Programs

The OIG conducts a nationwide program to prevent and detect illegal and/or improper activities involving
SBA programs, operations, and personnel. This function is fulfilled through the performance of criminal,
civil, and administrative investigations. OIG staff utilize a full range of investigative techniques including
arrest warrants, search warrants, and electronic monitoring. OIG also performs a deterrent function

through educational outreach to lenders and employees.

Fraud Detection and Deterrence Activities

October 1, 2006 — September 30, 2007

Cases Opened 99
Cases Closed 65
Indictments and Convictions
October 1, 2006 — September 30, 2007
Indictments from OIG Cases 79
Convictions from OIG Cases 60
Recoveries and Management Avoidances
October 1, 2006 — September 30, 2007
Potential Recoveries and Fines as a Result of OIG Investigations $20,791,370
Loans/Contracts Not Approved as a Result of OIG Investigations $9,717,113
Loans Not Approved as a Result of the Name Check Program $39,680,038
Total $70,188,521
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Performance Measurement Limitations

The achievement of the OIG’s goals is subject to a number of external factors. For example, the majority
of the OIG’s work is in response to referrals of suspected fraud, complaints, requests for auditing and
investigative services, and an increasing number of statutory and other requirements. Further, decreases
in personnel or funding resources would adversely affect achievement. In addition, implementation of
OIG recommendations for program improvements rests with the Agency. The OIG also cannot control
the results of judicial or administrative proceedings, or collect monetary sanctions imposed by the courts
or the Agency as a result of its reviews or investigations. Due to these and other external factors, actual
accomplishments may vary from year to year.

Data Validation and Verification

Designated OIG staff is responsible for collecting, maintaining, and reporting performance data. As
appropriate, quantitative data is collected and stored in Management Information Systems. Results are
reported in accordance with legislative requirements. OIG management will review reported data for
consistency with general performance observations. Each year, the OIG will reevaluate whether
measures are effectively designed, useful, and results-oriented. Based on this evaluation, the OIG will
determine whether performance measures should be revised for the next planning cycle.
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U.S. SMALL BUSINESS ADMINISTRATION
OFFICE OF INSPECTOR GENERAL

ORGANIZATIONAL STRUCTURE

The OIG is composed of the Immediate Office of the Inspector General and four Divisions: Auditing;
Investigations; Counsel; and Management and Policy. The OIG has staff located in the following
locations: Atlanta, GA; Chicago, IL; Dallas, TX; Denver, CO; Detroit, MI; Houston, TX; Herndon, VA;
Kansas City, MO; Los Angeles, CA; Miami, FL; New Orleans, LA; New York, NY; Philadelphia, PA;
Tacoma, WA; and Washington, DC.

The Auditing Division performs program performance reviews, internal control assessments, and
financial, IT, and mandated audits, and oversees audits by contractors to promote the economical,
efficient, and effective operation of SBA programs.

The Investigations Division manages a program to prevent and detect illegal and/or improper activities
involving SBA programs, operations, and personnel. Criminal investigators carry out a full range of
traditional law enforcement functions. The Security Operations staff ensures that all SBA employees and
contractors have the appropriate background investigations and security clearances for their duties and
conducts the name check program, which provides SBA officials with character-eligibility information on
loan applicants and other potential program participants.

The Counsel Division provides legal and ethics advice to all OIG components, represents the OIG in
litigation arising out of or affecting OIG operations, assists with the prosecution of civil enforcement
matters, processes subpoenas and Freedom of Information and Privacy Act requests, and reviews and
comments on proposed Agency policies, regulations, legislation, and procedures.

The Management and Policy Division provides business support (e.g., budget, financial management,
human resources, IT, and procurement) for the various OIG functions, coordinates preparation of the
OIG’s Semiannual Report to Congress, the Report on the Most Serious Management Challenges Facing
SBA, and OIG strategic and annual plans.
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