
  

 

 

Message from the Administrator 

• The Agency fixed the backlog in our 8(a) certification process and cut the application turnaround times in half. 

• SBA redesigned aspects of  the operations of  the Women’s Business Center program including moving to an 
advance payment system which puts funds in grantees’ hands in less than 48 hours.  This is a terrific improvement 
over the previous reimbursement process which took from 30 days up to 9 months in some cases. 

• To address employee morale and training, we established SBA University, which provided, and will continue to pro-
vide, hands-on training for staff  across the Agency.  SBA also increased focus on internal Agency communications. 
As a result, in SBA’s FY 2007 employee satisfaction survey (conducted by the Office of  Personnel Management), 
SBA’s employees indicated dramatic improvements in most areas over the FY 2006 results, where SBA ranked near 
the bottom of  all federal agencies.  Areas showing the most improvement included overall job satisfaction, em-
ployee satisfaction with opportunities to use and improve their skills, employee satisfaction with how well leadership 
communicates goals, priorities and other information, and overall respect for senior leadership. 

Despite these many accomplishments, however, much remains to be done at SBA.  While we have made progress in 
improving transparency and accountability in small business procurement, more needs to be done to address errors 
in reported contracting data and the potential for businesses to be inaccurately considered small businesses, and other 
efforts to ensure that SBA benefits flow to only those eligible.  Numerous challenges in the HUBZone program 
were identified by the Government Accountability Office this year and SBA is taking aggressive action to address the 
problems.  The recent difficulties in the financial markets are putting our loan servicing and guaranty process improve-
ments to the test and I anticipate this will require continued attention in the coming year, as well as innovative policy 
solutions. 

Since coming to SBA, my focus has been on following through on the many reforms that Administrator Steve Preston 
spearheaded during his tenure.  I want to ensure these changes become fully ingrained into SBA’s mission and opera-
tions.  That agenda includes balancing access to capital with appropriate lender oversight, attracting more lenders 
back into SBA programs, ensuring effective disaster response, focusing on underserved markets, and connecting small 
businesses with international markets. 

As we continue to implement these reforms, I look forward to extending the reach of  SBA in helping entrepreneurial 
Americans achieve their business dreams.  At the end of  the day, this is what the taxpayers, small businesses and 
entrepreneurs expect of  the Small Business Administration. 

Sincerely, 

Sandy K. Baruah 
Acting Administrator 
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FY 2008 Pilot Program for Alternative Approaches 
to Performance and Accountability Reporting 

The Performance and Accountability Report (PAR) is a consolidated document 

that presents financial, budgetary and performance information to OMB, the 

Congress and the Public. A common complaint of the PAR has been that 

so much information is presented in it that it is hard to identify the target 

audience for this report. The Office of Management and Budget addressed 

this issue in FY 2007 by implementing a pilot PAR program that  provides 

Agencies with the option of submitting three separate reports - The Agency 

Financial Report (AFR), the Annual Performance Report (APR), and the 

Highlights (now the Citizens Report), instead of the consolidated PAR. With this 

“pilot” option, instead of having one report that must cater to a multitude of 

audiences (financial, performance, Budget, Congressional, OMB, the Public),
 
the three separate reports can be targeted to their distinct audiences.
 

The Small Business Administration chose to participate in the FY 2007 pilot PAR 
program and received the Association of Government Accountants “Certificate 
of Excellence in Accountability Reporting” for its efforts.  For FY 2008, OMB 
encouraged Agencies to adopt the pilot PAR format. Again, the SBA has chosen to 
participate in this pilot program. This report, the AFR, is the first of the three reports. 



  

  

 
The 

 

 

  

 

   

  

  

  

  

  

 

  

  

  

 
  

  

  

  

 
 

Executive Summary Management’s Discussion & Analysis 

exeCutive suMMary 

The Mission 
The U.S. Small Business Administration’s mission is to 
maintain and strengthen the Nation’s economy by enabling 
the establishment and vitality of small businesses and by 
assisting in the economic recovery of communities after 
disasters.The SBA also works with other federal agencies 
to reduce the regulatory and paperwork burdens on small 
businesses, and it serves as the government’s long-term 
lender to homeowners, renters, and businesses affected by 
disasters. 

The importance of small businesses to the country is clear 
– there have been more than eight million new American 
jobs created in just over four years, more than in all the other 
industrialized nations combined. Two-thirds of these new jobs 
were created by small businesses.  Entrepreneurs enable an 
economy driven by innovation and regeneration, which keeps 
the country competitive and growing. Small business can 
also be a powerful source of community transformation and 
a bridge to ownership and opportunity for Americans of all 
backgrounds. 

Financial Results 
The SBA is the smallest of the major federal credit agencies. 
Most of SBA’s available budgetary resources are devoted 
to its credit programs. For FY 2008 the Agency’s available 
budgetary resources were $3.0 billion and non-budgetary 
resources in the loan financing funds were $6.1 billion. As of 
September 30, 2008, the SBA had guaranteed $61.7 billion 
of loan principal, up 5.6 percent from the $58.4 billion guar­
anteed as of September 30, 2007. At the end of FY 2008, 
the total outstanding balance of SBA’s total loan portfolio of 
loan guaranties and loan receivables was $88.1 billion, an 
increase of 4.3 percent above FY 2007.  SBA’s portfolio has 
increased 70 percent since FY 2001. The Agency’s portfolio 
of loans receivable also continued to grow. Loan program re­
ceivables for the SBA are comprised of business and disaster 
direct loans and defaulted guarantied loans purchased per 
the terms of SBA’s loan guaranty programs. These receiv­
ables were valued at $8.5 billion this year, an increase of 2 
percent over last fiscal year. These loan receivables include 
disbursements to the victims of hurricanes Katrina, Rita and 

Wilma. We expect an additional growth in our receivables as 
loans are disbursed to the victims of Hurricanes Gustav, Ike 
and other disasters. 

The Agency received an unqualified audit opinion in FY 2008 
for the fourth year in a row. Also, the FY 2008 audit found 
no material internal control weaknesses in SBA’s financial 
reporting for the second year in a row.  During FY 2008, 
the Agency continued to strengthen its internal control over 
financial reporting and credit subsidy cost modeling through 
refinements of our quality assurance procedures. Also, the 
Agency completed actions to address most of the issues 
raised in its FY 2007 financial audit, including weaknesses 
in information technology system security. The FY 2008 
audit, however, found a duplicate payment issue related to 
IT change control, and IT security is still considered an area 
of significant deficiency, but not a material weakness. The 
SBA also conducted its review of the internal controls over 
financial reporting required by OMB’s Circular A-123 since 
FY 2006. The Agency evaluated 16 business processes 
which are material to the Agency’s financial statements. 
Although the SBA did identify a number of deficiencies, only 
five were categorized as significant deficiencies, and none 
were identified as material weaknesses. 

During FY 2008 the Agency maintained a low level of 
improper payments in its major credit programs. Although 
improper payments for 7(a) guaranty purchases and new 
Disaster loans increased slightly to 0.53 percent and 0.74 
percent respectively (compared to 0.43 percent 0.55 percent 
last year) these rates are still far below the standard set by 
the Office of Management and Budget of 2.5 percent for 
improper payments. Also, the processing of new guaranties 
for the  7(a), 504 and SBIC programs was tested, with no 
improper guaranty processing identified. 

Program Results (1) 

FY 2008 was another year of considerable accomplishment 
for the SBA. A total of 78,324 new 7(a) and 504 loans were 
approved. Although this is a decrease from FY 2007’s record 
setting 110,272 loans, the FY 2008 loans represent $18.2 
billion in new lending to America’s small businesses.  Despite 
the more difficult market conditions, these small businesses 
were able to get started, or to expand and grow, through 
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access to capital that likely would not have been available 
without the SBA. 

The SBA continued its comprehensive campaign to improve 
the responsiveness and efficiency of its disaster assistance 
operations. This year, the SBA launched an electronic loan 
application to simplify the application process and speed 
delivery of assistance to disaster victims.  For FY 2008, SBA 
approved 15,128 disaster loans for $954 million. 

The Disaster Assistance Improvement Plan was mandated 
by the President in Executive Order 13411. The Order 
mandates that the federal agencies create a single applica­
tion that fulfills the information requirements of all applicable 
federal disaster assistance programs. The SBA has met the 
goals set by the Order. 

The SBA continues to support the Administration in meeting 
its statutory commitment to provide a fair share of federal 
contracting dollars to small businesses. The Agency oversees 
a small business goal-setting program across all federal 
agencies to assist in the achievement of this government-
wide goal. In FY 2007 (the most recent fiscal year for which 
data is available), federal agencies reported that a total of 
$83.3 billion in federal prime contract dollars went to small 
businesses. This is a $5.6 billion increase from FY 2006, 
when $77.7 billion was reported. SBA is committed to 
improve its oversight over the HUBZone program, and during 
FY 2008, the agency stepped up efforts to gather and verify 
more data from applicant firms. 

In FY 2008 an estimated 1.4 million small businesses and 
entrepreneurs utilized the expertise of the SBA’s resource 
partners: the Small Business Development Centers, the 
Women’s Business Centers, and SCORE. The SBA leverages 
its resource partner network counseling and training in a 
broad range of areas including: developing business plans, 
implementing new technologies, accessing capital, winning 
government contracts, developing marketing plans, and many 
other undertakings vital to the success of a small business 
throughout its lifecycle. SBA’s investment of $115 million 
in FY 2008 in grant funding for these programs provides 
imperative, targeted technical services to entrepreneurs 
throughout the nation. 

Management Results 
As of September 30, 2008 the SBA ranked “green” in 
status on four President’s Management Agenda items, 
(Financial Performance, Electronic Government, Improved 
Program Performance and Eliminating Improper Payments), 
an improvement from last year when only Performance 
Improvement was rated “green.” Three initiatives remained 
“yellow” (Human Capital, Commercial Services Management 
and Faith Based and Community) and one (Improved Credit 
Management) remained “red”. As of September 30, 2008, 
the SBA was rated “green” on progress for all initiatives 
except Commercial Services Management and the Faith 
Based and Community Initiative, where our progress was 
rated “yellow.”  No new programs were evaluated using the 
Office of Management and Budget’s Program Assessment 
Rating Tool; however, the SBA and OMB completed an as­
sessment of the performance measures used to manage the 
ten programs evaluated in prior years.  Based on the results 
of the assessment the SBA is refining or developing new 
measures for several of the programs. 

(1) See Appendix 3, Glossary of Acronyms and Abbreviations for definition of Programs e.g. 7(a), 8(a), 504... 
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Summary of the Program Assessment 
Rating Tool (PART) Status 

The Office of Management and Budget uses the Program 
Assessment Rating Tool to assess Federal programs. The 
PART represents a series of diagnostic questions used to 
assess and evaluate programs across a set of performance-
related criteria, including program design and purpose, 
strategic planning, program management, and results. PART 
results are then used to inform the budget process and 
improve program management to ensure the most effective 
and efficient use of taxpayer dollars. Rating results are classi­
fied into one of five categories: Effective, Moderately Effective, 
Adequate, Ineffective, and Results Not Demonstrated. 

To date, the SBA, in conjunction with OMB, has initiated ten 
formal PART assessments for SBA’s programs: 

SCORE 2004 Moderately Effective 

SBDC 2004 Moderately Effective 

Disaster Assistance 2004 Effective 

8(a) Program 2005 Adequate 

HUBZone 2005 Moderately Effective 

Surety Bonds 2005 Adequate 

WBC 2006 Moderately Effective 

504 loans 2007 Moderately Effective 

7(a) loans 2007 Moderately Effective 

Please go to www.ExpectMore.gov for detailed information on 
the status of improvement plans. 

Program 
Year of Most 
Recent PART 

Status 

SBIC Program 2007 Moderately Effective 

Success Story 
Supreme Machine 
2008 Louisiana Small Business Person of the Year 

Scott Allen learned the machining trade through his service in the United States 
Navy. While in the military, Scott came to understand the importance of precision, 
quality, and discipline.  Upon returning home, Scott worked with machine shops 
where he sharpened his skill and increased his commitment to superior quality 
production. 

In 2000, at the urging of his wife JoAnna, Scott opened his own machine shop, 
Supreme Machine. With an initial start-up loan of $11,000, Scott was able to 
purchase three machines and rent 2500 square feet of shop space. JoAnna soon 

joined Scott in the thriving business. 

Scott’s unwavering dedication and determination to improve efficiency while sustaining quality, led him to contact the 
Louisiana Tech Small Business Development Center for information. The SBDC arranged for a counselor who provided 
Scott with opportunities and resources to support his business growth. Through the SBDC, Scott was able to have a team 
of industrial engineering students provide a work station analysis and evaluate the feasibility of integrating more technol­
ogy into the shop.  Scott says this approach gave him a unique perspective by allowing him to see the shop through “fresh 
eyes” and create an opportunity for change. With improved modifications, net income increased by 31% last year. 

Supreme Machine, an active civic and community business partner, celebrates its eighth anniversary. The business now 
operates 23 machines valued at over $367,000 – quite an achievement from an initial cost of $11,000.  From its humble 
beginning, Supreme Machine now has seven employees with an annual sales growth of 4.5% for 2007. 

From one man’s dream of quality and commitment, and the unyielding desire to passionately and consistently deliver only 
superior quality products, one very impressive small business has grown!! 


