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OUR MISSION

SBA’sMission
Maintain and strengthen the nation’ s economy by aiding, counseling, assisting, and protecting
the interests of small businesses and by helping families and businesses recover from natural
disasters.

The Smdl Busness Act defines SBA’s misson asfollows:

“It is the declared policy of the Congress that the Government should aid, counsel,
assist, and protect, insofar as is possible, the interests of small business concernsin
order to preserve free competitive enterprise, to ensure that a fair proportion of the
total purchases and contracts or subcontracts for property and services for the
Government...be placed with small business enterprises, to ensure that a fair
proportion of the total sales of Government property be made to such enterprises,
and to maintain and strengthen the overall economy of the Nation.”

SBA'’s success contributes to economic growth. Small business is a key component of America's
productive capacity and play a critical role in cresting America s innovations and jobs. Small businessis
responsible for 51 percent of private sector output, and has created 75 percent of the new jobs
between 1990 — 1997. SBA promotes a vibrant small business sector with advocacy, capital access,
procurement opportunity, technica assistance and disaster relief. These services provide smal business
customers with the crucial assistance they need to be successful, resulting in grester growth for existing
businesses and expanded opportunities for start-ups. Ultimately, SBA programs create new jobs, and
provide grester opportunities for all Americans.

Goalsand Objectives

SBA, as part of the Bush Adminigtration, will carry out its mission by focusing on the following goas
and objectives:

1. Help Smdll Businesses Succeed
Objective 1: Act asaVoice for America s Small Businesses
Objective 2: Improve Access to Capital and Credit
Objective 3: Improve Access to Procurement Opportunities
Objective 4: Provide and Improve Access to Entrepreneurial Development Assistance
2. Hep Families and Businesses Recover from Disasters
3. Improve SBA Management
Objective 1: Manage for Results
Objective 2: Transform the Workforce
Objective 3: Modernize Information Systems
Objective 4: Improve Financia Management
Objective 5: Improve Credit Program Management
Objective 6: Create Electronic Government
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OUR MISSION

SBA Results

SBA contributes to the success of smdl business in two ways. Firg, it provides direct assstance to
companies in the form of access to capitd, procurement opportunities, and technica assstance.
Second, SBA contributes to an improved smal business climate by serving as avoice for smal busness
in the regulatory and legidative process. The diagram below illudtrates the logic flow between our
resources and our customers, and their related impact on the small business sector and the economy as
awhole.

HOW SBA PRODUCESRESULTS
OUR OUTPUTS PRODUCE THESE OUTCOMES

BUSINESS

Voicefor Small Businesses
Impact Analysis
Research
Hearings
Advocacy

Accessto Capital and Credit
Business|oans
Equity financings
Surety bond guarantees

Access to Procurement Opportunities
Certification of SDB and 8(a)
8(a) firms success rate
SBIR grants

Entrepreneurial Development Assistance
Clients assisted
Clients counseled
Clientstrained

DISASTER

SBA Customer Outcomes
Number of start-ups
Firm growth in jobs and sales
Firm survival rate
Firm growth in export sales
Customer satisfaction

Small Business Sector Outcomes
Regulatory savings
Increase in number of small businesses
Increase in small business jobs
Increasein small business ownership diversity
Small business growth in HUBZones, LMI,
rural, and tribal areas
Increase in small business export sales
Increasein share of Federal procurement
to different small business groups

Disaster Loansto Familiesand
Businesses

Loansto families

L oans to businesses

Outcomesin Areas Stricken by

Disaster
Restored housing
Jobs retained
Increased survival of businesses
Stabilized local economy and community
Customer satisfaction
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OUR MISSION

The FY 2002 Budget Request and Performance Plan enhances accountability by describing goas and
requested resources in a single, integrated document. The Performance Scorecard shown below
summarizes our progress and reported success for each god.

PERFORMANCE INDICATORS

FY 2000 FY 2001 FY 2002
Description Actual Edimate| Planned
Goal 1. Help Small Businesses Succeed
1. Regulatory cost savings to small businesses $3.6B TBD TBD
2. Jobscreated by SBA borrowers 541,539 542,000 542,000
3. Improved accessto capital and credit: 7(a), 504,
Microloan and SBIC programs $13.1B $17.6B $17.6 B
4. Increasediversity:
Number of loans to Women-owned firms 9,921] 10,000 10,500
Number of loans to Minority-owned firms 12,120 12,300, 12,500
Number of loansto Veteran-owned firms 5,215 5,300 5,300
5. Number of Start-up firmsfinanced by 7(a), 504 and
SBIC program 16,600 16,700 17,000
6. Export Sales assisted by SBA $675M $537M $537 M
7. Mandated Fair Share of Federal prime contract
dollars:
=  Tosmall businesses N/A 23% 23%
=  To SDBs(including 8(a)) N/A 5% 5%
=  ToWomen-owned firms N/A 5% 5%
=  To service disabled Veteran-owned firms N/A 2.9% 3%
=  Tosmall businessesin HUBZones 15% 2% 2.5%
8. 8(a) client successrate 3 yrs after graduation N/A 68% 70%
9. Customer satisfaction rate with ED programs as
determined through surveys N/A 80% 80%
10. Number of clientstrained and counseled 1.3M 1.3M 1.4M
Goal 2: Help Familiesand Businesses Recover from Disasters
11. Field presence within 3 days of a disaster 100% 98% 93%
12. Customer satisfaction rate 81% 80% 80%
13. Applications processed within 21 days 91% 80% 85%
Goal 3: Improve SBA Management
14. Manage for Results
15. Transform the Workforce Theseinitiativeswill be
16. Modernize Our Information Systems published after areview by
17. Improve Financial Management theincoming
18. Improve Credit Program Management Administrator.
19. Create Electronic Government
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OUR MISSION

SBA and America’s Small Businesses

SBA will focus on the small business owner and continue to help small businesses succeed.  Through
access to capita, procurement opportunity, management and technica assstance, and regulatory
advocacy, over amillion smal businesses benefit annualy from SBA and its resource partner programs.
Developing precise estimates of our contribution to the overdl smdl business sector of the economy isa
chdlenge. It isdifficult to quantify the causa relationship between our outputs and measurable changes
in the growth of the smdl busness sector. However, generd andyss of samdl business provides
important contextua information for evaluating SBA’ s contribution to the American people.

We measure the growth of the smal business sector in anumber of ways. One measure is the aggregate
number of smdl busnesses which can be defined as (1) the number of smdl businesses with
employees, usng gatigtics from the U.S. Bureau of Labor Statigtics, and (2) small businesses filing tax
returns, usng data from the Internal Revenue Service (IRS). Other measures of smal business sector
growth include the number of jobs, saes revenues, and business assets in smal firms. These measures
have varied substantiadly during the last decade, demongtrating how sengtive the smdl business sector is
to externd factors such asthe overall Sate of the economy.

Number of Small Businesses With Employees

Growth of the Number of Small Businesses

In 1998, 24.8 million small businesses filed tax returns
with the IRS". SBA projects that 25.2 million small 25'—|;Aal>l(firerﬂlsn§i2ng
businesses will file tax returns in FY 2000 and 26.2 "
million? in FY 2001. The graph shows a steady growth ‘/'/’/,/o/'
since 1988, with a slight downturn during the 1990- I R
1991 downturn. Firms with employees represent about : v
half the growth rate of all firmsthat file tax returns. 10._| Fims wil
i RN b A A —A—Ah—A—Ah—A—A
Source: US Dept of Treasury, IRS, Statistics of Income kA
Bulletin (Fall 1998) Table 21

T T T T T T T
1982 1984 1986 1988 1990 1992 1994 1996 1998

1 This number includes all firms with and without employees, and firms where the owner is working part-time. Since only
15,000 firms of the 24.8 million firms have more than 500 employees, the IRS data is a very close approximation to the ac-
tual number of small firms (24,800,000-15,000/ 24 .8 million = 99.9%).

2 Projection based on a linear regression of values from 1988 through 1999.
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OUR MISSION

Small Business Jobs

The number of jobs in small businesses has varied
significantly since 1988. In FY 1997, small businesses
provided 55.0 million jobs. SBA estimates that small
businesses will provide 56.3 and 57.0 million jobs in FY
2000 and FY 2001, respectively. A SBA/Census Bureau
database indicates that between 1990 and 1995, 76.5
percent of all new jobs came from small firms with less
than 500 employees, and about 49 percent came from
firms with less than 20 employees. Start-up firms
provided about athird of the total new jobs.

Source: SBA, Office of Advocacy, From data provided by Census
Bureau, Department of Commerce
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In kegping with Presdent Bush's palicy of induson, SBA will focus on diversty of smal business
ownership. We create opportunities for al entrepreneurs, regardiess of race or gender, to become
successful business owners. SBA leves the playing fiedd for al entrepreneurs to ensure equity and
farnessfor dl smdl busnessesin deding with the Federd governmen.

Diversity Of Small Business Ownership

Women and Minority Owned Businesses

9.00

Over the last decade, business ownership has grown rapidly
for Hispanics, African-Americans, Asians, and for women.
The number of companies owned by women has almost
doubled to an estimated 9.1 million in the last 10 years.
Women entrepreneurs now own about 40 percent of all firms
and employ 27.5 million people.

Between 1987 and 1997, businesses owned by Hispanics
have increased 232 percent, businesses owned by African-
Americans by 108 percent, and businesses owned by Asian
American and Pacific Islanders by 180 percent.

Source: SBA, Office of Advocacy, SBA. From data provided by
Census Bureau, Department of Commerce
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OUR MISSION

How WeWork —Qur CoreValues

Successful businesses mugt put their customers firdt, achieve results through partnerships and drategic
dliances, invest in ther people, and use technology more effectively. SBA exercises an active, but
limited role — one that empowers citizens and dtates to make decisons, ensures results though
accountability, and promotes innovation through competition

SBA is committed to the following principles in deding with amore diverse, globd, and technologicaly
advanced world.

Citizen Centered — SBA is driven by customer demands and needs. We offer tailored assstance
including access to capitd and credit, contracting help, regulatory help, counsding and training, and
access to procurement markets.

Results Oriented. We are performance-based, and measure success through results that small
businesses seek, expect, and care about most. We hold oursalves accountable to the Congress and
to the public.

Mar ket Based — SBA promotes innovation and competition. We depend on partnerships for our
success. We deliver products and services by usng an extensve grassroots network of business
resource partners positioned to provide smal businesses with the help they need. The more we can
leverage these partnerships, dong with interagency working relationships, and technology tools, the
more successful we will be in achieving our misson. SBA’s outreach and support network conssts
of:

Approximately 5,000 lenders

300 Certified Development Companies

185 Microloan Program intermediaries
Nearly 1,000 Smal Business Development Centers
70 Business Information Centers

22 One Stop Capita Shops

17 Tribd Business Information Centers

19 United States Export Assistance Centers
4 Veterans Business Outreach Centers

70 Women'’ s Business Centers

389 SCORE chapters

11
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OUR MISSION

Invest in our employees. Our workforce is our most important asset. Our employees must
adapt to the challenges of the new economy and provide guidance to the small business community.
We will streamline operations and ensure that our staff is well trained, motivated, and positioned to
help smd| businesses.

Move aggressively to embrace the Digital Age. We are committed to offering al of our
products and services via the Internet and creating an “dectronic SBA” as pat of the
Adminigration’s vison to use the Internet to create a citizen-centered government. We will continue
to assg the entrepreneur in taking advantage of the Internet to compete locdly, naiondly, and
worldwide.



BUDGET HIGHLIGHTS
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BUDGET HIGHLIGHTS

The FY 2002 Budget request for the Smal Business Adminigtration (SBA) meets the President’s god
of encouraging entrepreneurid activity and growth while providing more efficient services and savings to
the taxpayer. With a budget of $539 million and an additionad carryover baance of $37.9 miillion in the
Disaster Loan Programs account, SBA will be able to offer record levels of capitd and credit assstance
in excess of $17.6 hillion to America's 25 million smal businesses. In addition, the budget provides
adequate funds to provide the same level of managerid and technica assistance as was provided in FY
2001.

SBA'’s budget is complimented by the Presdent’s overdl budget agenda which includes tax rdlief for
sndl busnesses. At least 17.4 million smal business owners and entrepreneurs stand to benefit from
Presdent Bush'stax rdlief plan. Smal businesses will grow as aresult of lower margind tax rates, which
will give them more resources to expand.

The SBA’s budget request supports Presdent Bush's key budget gods: broad tax rdief, the greatest
debt reduction in history, protecting Socid Security, and bolstering long term economic growth. SBA’s
budget dso reflects key management challenges which will dso be addressed by each agency in FY
2002, including: sreamlining programs to better serve smdl business, moving the agency toward
performance-based contracting, making full use of the Federa Activities Inventory Reform Act,
identifying and correcting erroneous payments, and modernizing government.

The Adminigration’s economic plan will benefit Americas smdl businesses and compliment recent
monetary action. Presdent Bush's tax relief program, including an across the board reduction in the
margind rates, will serve as a long-term catdyst of economic growth. Since most small businesses do
not pay corporate taxes, as sole proprietors or Subchapter S's, they are subject to personal income tax
rates. Within SBA’s account, savings from the eimination of redundant federdl subsdies will make it
possible to increase funding to some key programs as reflected in our overdl increased levels of
assstance to small business. Additiona savings will be passed on to the taxpayer.

Presidential Initiatives:

SBA’'s FY 2002 Budget Request contains two specific program initiatives that are part of the
President’s agenda for America. Firgt, under the “New Freedom Initiative,” SBA requests $5 million to
provide technicad assstance to help smdl businesses comply with the Americans with Disabilities Act
(ADA), and hire more people with disahilities. This funding will dso help SBA increase awareness and
promote use of the Disabled Access Credit, which provides a 50 percent tax credit on up to $5,000 of
eigible expenses annudly to help amdl businesses make thar facilities ADA compliant. Secondly, to
meet the Bush Adminigtration’s god of a drug free workplace, SBA requests $5 million to assist small
businesses in developing policies and programs to address drug use in the workplace. Both of these
initiatives would be funded at the level of $5 million per year over 5 years.

14
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BUDGET HIGHLIGHTS

FY 2002 Policy Proposals:

The following key policy proposds are included in this Budget Request. Our legidative package will
include the changes required by the Smdl Business Act and the Smdl Business Investment Act.

Save taxpayers $114.5 million by increasing the tax deductible user fee paid by businesses on
Section 7(a) loans over $150,000. Loans smdler than this amount account for dmost 60% of all
7(a) loans and will have no increase. This will support a record $10.7 billion loan program with a
zero subsidy rate,

Save taxpayers $26 million in the SBIC program through a nomind increase of 37.6 basis
points on the fee for investors. This reform will support a record $3.1 hillion invesment program
with azero sbsidy rate.

Save $123 million from the SBA budget by restructuring disaster relief funding to draw on a
government-wide emergency account if funds are needed, and raising the loan rate to businesses
with “no-credit elsewhere” to amodest 5.4 percent. SBA’s budget includes funding for a $300 mil-

lion loan program leve, including the use of a $37.9 million carryover from 2001. The baance of

funds to support the Disaster program if the need arises would be drawn from the $5.6 hillion re-

serve account requested in the President’s budget. SBA will continue to meet the needs of smdll

businesses and homeowners when disaster strikes, and will do so with a more efficient loan pro-

gram.

Streamline our programs and provide more effective services by moving awvay from
redundant and duplicative programs. By removing the Program for Invesment in Microenterprise
(PRIME) and Business Learning-Innovation-Networking and Collaboration (BusinessLINC)
programs and reviewing other SBA program aress, SBA can focus on providing a grester level of
service through our proven core programs. Exiging SBA services will be improved through the
elimination of programs that duplicate other federdl, state, local or private-sector services to small
business. Also, current and proposed tax incentives will provide additiona economic stimulus.
Areas where duplication is likely to hamper SBA’s sarvices include: PRIME, BusinessLINC, New
Markets Venture Capital program and technica assstance (NMVC), as well as “earmarked”
Congressond initiatives which are not included in an agency’s budget request. These reforms will
result in ahigher level of service and savings of $116 million that can be passed on to the taxpayer.

15
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BUDGET HIGHLIGHTS

Save taxpayers $12 million in spending on Small Business Development Centers (SBDQC),
while providing free and low cost counsding to smal business dients. The smal business dients
served by SBDC's will receive one hour of free counsdling. If additional counsdling time is desired
by the client, the SBDC's may charge approximately $10.75 per hour, which is well below private
sector counsdling rates. Mogst SBDC clients are generdly in a more mature stage of development
and are therefore able to easily pay the smal fee for counsdling services.

M anagement Refor m:

In addition to the small business programs and services to be provided in FY 2002, SBA will improve
and streamline the management of al operations and activities. Specific management initiatives include:

Continue to develop and implement new program and financia management sysems under the
Sysems Modernization Initigtive (SMI). These new systems will greaily improve SBA's
oversght of its $50 billion loan portfolio by assisting with our risk management measures,
integrating our financid management processes to improve financid reporting and accountability,
providing for increased client tracking to measure performance, and using informeation
technology to improve servicesto SBA’s customers and resource partners.

SBA is moving ahead with afive year plan to implement SMI. Phase | isfocused on developing
a new Loan Monitoring System. Loan system prototypes are being tested in Spring 2001.
Phase Il includes implementation of a new financia management system. From FY 1998 to FY
2000, SBA spent gpproximately $18 million on SMI projects.  Approximately $12 million of
these costs were for planning, personnel, and infrastructure, while the balance of $6 million hes
been for sysems acquistion and integration. SBA is currently reviewing the dtatus of the
project and is evauating the most effective and cost efficient way to proceed.

For FY 2002, SBA’s budget requests $8 million in new budget authority for project
implementation. In addition, SBA projects that there will be approximately $8 million from prior
gppropriations that have been obligated in the FEDSIM account (will be held until the projects
are ready for acquigtion). SBA will prioritize its resources in FY 2002 to support the most
critical LMS and SMI activities. SBA will need to review its plans and report a revised
schedule to the Congress.
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BUDGET HIGHLIGHTS

Continue to trandform our organization and dreamline operations to match our changing
workloads. SBA'’s need for internd transformation is based on severd externd factors
including an increased leve of privatization that has emerged, the changing demographics and
geographic locae of our customers, and expanded use of technology.

Interndly, we are experiencing shrinking employment levels, and will drive to efficiently use
available human capitd. A 150 employee-reduction is planned in this budget request through
normd attrition, resulting in an overdl employment reduction from FY 1990 of more than 32
percent. This was done while the loan portfolio was increasing to its current level of more than
$50 billion. SBA will continue to use its best efforts to serve America s record 25 million smdll
businesses.

Continue to increase efficiency and effectiveness of operations to manage programs and
activities with a redlocation of resources. This includes conducting studies to evaduate further
greamlining of operations, especialy in the area of loan servicing that has been impacted by loan
asset sdes, and to reduce or diminate duplicative operations.

Continue to sal loan assets to private investors, thereby reducing the direct loan portfolio that
will be serviced by SBA employees. Sdles will continue to occur &t regular intervals as long as
the vaue to the government from these sdes is greater than the cost to SBA of retaining loan
svidng.

Continue to enhance interna contral efforts through the full implementation of the Committee of
Sponsoring Organizations of the Treadway Commission (COSO) internd control framework.

Continue to produce ungudified audited financid daements that are free of materia
wesknesses and compliant with the Federd Financial Management Improvement Act (FFMIA).

In summary, our request of $539 million represents a responsible and responsive funding level to
gopropriately serve the needs of Americas smdl busnesses in FY 2002. Our budget provides
aufficient funding to administer record levels of capitd, credit, and entrepreneuria development
assgtance to smdl businesses at an overal lower cost to the taxpayer than in FY 2001. Our budget
builds on the President’s tax proposad and other policies to revitdize the economy, invest in human
capitd, increase customer satisfaction, and increase government accountability.

17
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SUMMARY OF CHANGES FROM FY 2001 TO FY 2002

(Dallars in Thousands)

Non-Credit Programs/Special I nitiatives

FY 2001 FY 2002

New Freedom Initiative

SBA will use intermediaries to provide technica
assigance to help smdl businesses comply with the
Americans with Disdbilities Act (ADA), sarve
customers with disabilities, and hire more people with
disabilities Funding will be used to increase smdl
business awareness and promote use of the Disabled
Access Credit, which provides an annua 50 percent
tax credit up to $5,000 of digible expenses annually
to help smal busnesses make ther faciliies ADA
compliant. This levd of funding represents the first
year of a5-year $25 million initiative.

Paul D. Coverdell Drug-Free Workplace
Program:

SBA will use intermediaries to provide technica
assigtance to help smdl businesses develop policies
and programs to address drugs in the workplace.
Thisis aready an authorized program at SBA.

Procurement Assistance Programs:

P.L. 106-554 requires SBA to implement a number
of additiond procurement initigtives, incduding
contract bundling and a women's procurement
certification and goding program. These Satutory
requirements include conducting research, developing
adatabase, and monitoring these efforts.

18

Estimate Request Change
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SUMMARY OF CHANGESFROM FY 2001 TO FY 2002

(Dollars in Thousands)

Non-Credit Programs/Special I nitiatives

FY 2001 FY 2002

Veteran' s Business Devel opment Corpor ation:

The Corporation was established by P.L. 106-50,
the Veteran's Entrepreneurship and Smal Business
Devdopment Act of 1999. Funding for this
government-chartered corporation is not included in
SBA’s budget request for FY 2002, but under
separate authority in the Commerce, Justice, State,
and Rdaed Agencies Bill.

Veteran' s Business Devel opment Ass stance:

In order to implement the provisions of P.L. 106-50
relating to SBA’s direct role in supporting veteran-
owvned smdl busnesses, and implement the
provisons of P.L. 105-135, the SBA Reauthorization
Act of 1997, we will continue to administer our
previoudy-funded outreach and assstance program
to support the creetion, growth, and viability of small
businesses owned by digible veterans.

Service Corps of Retired Executives (SCORE):

Over 11,400 busness men and women volunteer
their time and talents to provide assstance in the form
of training and counseling to prospective and current
smal business owners. The Federd funding covers
the cost of the SCORE natond office
reimbursement for local travel expenses, and some
minima operationa expenses. This increase covers
more of the operationa costs of SCORE program
volunteers, including postage, paper, and other
incidenta supplies.

19
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SUMMARY OF CHANGESFROM FY 2001 TO FY 2002

(Dollars in Thousands)

Non-Credit Programs/Special I nitiatives

FY 2001
Estimate

FY 2002
Request

Change

New Markets Venture Capital Technical
Assistance:

PL. 106-554 authorized a number of Federa
programs and initidives to Sour  economic
development in aress of high unemployment or low
income, caled “new markets” SBA’s program
included in this lav was a venture capitd loan
program, modeled after our existing Smdl Business
Investment Company program (SBIC), but with
specific targets for investments in these areas. This
program included a grant component to provide
technical assstance to firms that received investments
from the New Markets Venture Capitd firms. In FY
2001, the program received a lump sum funding
which will span 5 years. The Act dso included a
subgtantid tax incentive for investments in these New
Markets aress, which makes SBA'’s technica
assistance program unnecessary. The 30 percent tax
credit will provide over $15 hillion in investment in
these aeas. SBA’'s exiging SBIC program will
continue to provide smal businesses with equity
cgpitd, including those located in low and moderate
income aress.

Program for Investment in Microenterprises

(PRIME):

PRIME was authorized in 1999 to provide technica
assgance to gndl busnesses and to the
organizations that support them. Funding was not
provided until FY 2001. Similar assstanceis aready
provided through existing Federd, State, locdl, and
private-sector programs, including SBA’s Microloan
program, Smal Business Development Centers, and
One-Stop Capital Shops. PRIME duplicates existing
programs and is not funded in FY 2002.

30,000

$ 15,000

$

0

0 $

(30,000)

(15,000)



U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

SUMMARY OF CHANGESFROM FY 2001 TO FY 2002

(Dollars in Thousands)

Non-Credit Programs/Special I nitiatives

FY 2001
Estimate

FY 2002
Request

Change

Business, Learning - Investment - Networ king and
Collaboration (BusinesLINC):

Also included in P.L. 106-554 was the establishment
of the BusnessLINC program, which would facilitate
the egablishment of mentor-protégé reationships
between large and smdl busnesses.  These
relationships are dready fadilitated through exigting
Federal and private-sector programs, such as the
Department of Defense mentoring program, Nationd
Aeronautics & Space Adminidration’'s mentoring
program, the Women's Network, and the 8(a)
progran.  The 7() management and technica
assgtance programs aso provide Smilar services as
the BusnessLINC program. BusinessLINC
duplicates exiging programs and is not funded in FY
2002.

Small Business Development Centers (SBDCs):

SBDCs provide traning and counsding to small
businesses. Counsdling is currently provided free-of-
charge; however, the SBDC can charge a fee for
traning. Statutory language prohibits the charging of
a fee for counsding. We propose to remove this
prohibition and encourage the SBDCs to charge a
nomind fee for counsdling to those who benefit from
the program and reduce taxpayer burden. SBA'’s
proposed funding option will dlow for an initid 1
hour of counsding to reman free-of-charge
However, if additiona counsding is needed, the client
will be charged $10.75 per hour. The average cost
per client is estimated at gpproximately $50, for an
edimated 262,000 dlients annudly. This fee would
reduce Federd funding for SBDCs by $12 million

per year.
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U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

SUMMARY OF CHANGESFROM FY 2001 TO FY 2002

(Dollars in Thousands)

Non-Credit Programs/Special Initiatives

Congressional Initiatives:

Each year as pat of the congressona budget
process, there are a number of program initiatives
that are included in SBA’s fina appropriation. These
initiatives are not authorized in the Smdl Busness
Act, and therefore, are not requested as part of the
President’ s annuad budget.

Other Non-Credit Programs and I nitiatives:

The remaning programs and initidives for smdl
business assistance are proposed to be funded at the
same level as FY 2001.

Total Non-Credit Programg/I nitiatives

FY 2001 FY 2002
Estimate Request Change
$ 41291 $ 0 $ (41,29
62,344 62,844 0
$255,183 $153,900 $ (101,283)




U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

SUMMARY OF CHANGESFROM FY 2001 TO FY 2002

(Dollars in Thousands)

Operating Budget

Direct Appropriation to Salaries & Expenses
Transfer from Business Loans!

Trangfer from Disaster Loans?

Fee Income (Not Appropriation Item)

Total Operating Budget

SBA's operdting budget includes funds directly
appropriated to its Salaries and Expenses account,
plus transfers from the Business and Disaster Loans
Program accounts for adminidrative expenses. This
budget covers the cost of compensation and benefits
of our employees, excluding direct Dissster and
Ingpector Generd dtaff. Codts of fixed items such as
rents, telephones, computers, postage, unemployment
compensation, and financia systems such as payroll
and accounting are included. Costs of norma
operations to support and deliver services to smal
busness, such as trave, supplies, and Generd
Services Adminigration (GSA) renta cars ae
included.

The President requested a 3.6 percent genera pay
rase in January 2002, which would increase our
compensation and benefits expense by about $8
million in FY 2002. SBA expects to end FY 2001
with 2,860 full time employees (FTE). The estimate
for the end of FY 2002 is 2,710 FTE, as SBA plans
a daffing reduction of 150 through norma trition.
We are aso experiencing increases in other operating
cods, epecidly in the area of rents. The smadl
increase in the operating budget is needed to cover
these expected increased costs.

Total Salaries And Expenses

! Included in Business L oans Total
2 Included in Disaster Loans Total
23

FY 2001 FY 2002
Estimate Request Change
$154,549 $167,319 $ 12,770
128,716 129,000 284
9,854 9,854 0
3,000 3,000 0
$296,119 $309,173 $ 13,054
$ 409,732 $ 321,219 $ (88,513)




U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

SUMMARY OF CHANGESFROM FY 2001 TO FY 2002

(Dollars in Thousands)

Business L oans Program

FY 2001
Estimate

Section 7(a) General Business Loans:

SBA'’s largest lending program provides government
guaranties for loans made by participating lenders.
For FY 2002, we request a program level of $10.7
billion and propose that the fees on larger loans be
increased to result in a zero subsidy rate for these
loans, requiring no new gppropriations. This will shift
the cogt from the generd taxpayer to those who
benefit directly from the program, and decrease
SBA'’s dependence on Congressond funding. Fee
changes for FY 2002 would be asfollows. For loans
with a term of more than 1 year in an amount less
than or equa to $150,000, there is no change in the
current fee schedule (except for loans that mature
within one year); for loans greater than $150,000 and
less than or equa to $700,000, the upfront fee
increases from 3 percent to 3.5 percent and the
ongoing fee increases from .50 percent to no more
than 1 percent (SBA estimates .8875 percent); for
loans grester than $700,000, the upfront fee
increases from 3.5 percent to 4.0 percent and the
ongoing fee increases from .50 percent to no more
than 1 percent (SBA estimates .8875 percent); for
loans with a maturity of less than 1 year, the upfront
feeincreases from .25 percent to 1.0 percent.

Small Business Investment Company (SBIC)
Participating Securities:

The SBIC program meets small business needs for
equity capitd through partnerships with licensed
invesment companies. For FY 2002, we request a
program level of $2.5 hillion and propose tha the
pass-through fees from SBIC' s be increased from 1.0
percent to no more than 1.5% percent, to result in a
zero subgdy rate for these loans (SBA  estimates
1.376 percent for FY 2002), requiring no new
appropriations.
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$ 114,707

26,142

FY 2002
Request Change
$ 0 $ (114,707)
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FY 2002 Budget Request and Performance Plan

SUMMARY OF CHANGESFROM FY 2001 TO FY 2002

(Dollars in Thousands)

Business L oans Program

FY 2001
Estimate

FY 2002

Request Change

Microloans:

The Microloan program provides access to very small

loans (up to $35,000) to help meet the needs of smal

busnesses through patnerships with  microloan
intermediaries. For FY 2002, we request a direct

program level of $20.6 million, with a reduced subsidy
rate from 8.95 percent to 6.78 percent, resulting in a
decreased need for new appropriations.

New Markets Venture Capital Debentures:

As indicated above, P.L. 106-554 authorized a
number of Federa programs and initiatives to sour
economic development in aress of low income or
employment - “new makets” In FY 2001, the
Program received lump sum funding for debentures,
which will span over 10 years. The tax incentives
provided in this law make the New Market Venture
Capitd Debentures unnecessary.  Therefore, no
funding is requested for FY 2002.

Admini str ative Expenses

$ 2245

21,952

128,716

$ 1,500 $ (745

0 (21,952)

129,000 +284

Total Business L oans Program

$293,762

$130,500  ($163,262)

Disaster L oans Program

SBA'’s Disagter Loan Program provides long-term
loans a subgdized interest rates to victims of naturd
disagters to enable them to recover or prevent
disaster conditions. SBA’sloans cover the uninsured
losses from the disaster damage. SBA'’s loans are
avalable to homeowners, renters and busnesses
affected by naturd disaster.
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U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

SUMMARY OF CHANGESFROM FY 2001 TO FY 2002

(Dollars in Thousands)

Business L oans Program

FY 2001 FY 2002
Estimate Request Change

Disaster L oans Program (Cont’d)

For FY 2002, the Administration proposes to
establish a government-wide emergency reserve of
$5.6 hillion to cover the cost of Federd disaster
assigance.  SBA would utilize this reserve fund to
cover the cost of its disaster loan program and
related adminigrative cods to the extent they exceed
the amount of direct appropriations to SBA. SBA
proposes a $300 million loan program that is funded
from anticipated carryover balances from FY 2001 in
this program, and requests related adminidrative
cogts as adirect appropriation.

In addition, we propose to incresse the interest rate
for busness loans to borrowers who do not have
credit available elsewhere. Presently, these loans are
capped a a4 percent interest rate. SBA’s proposa
would increase this rate to the Treasury cost of funds,
which is projected a 5.4 percent next year. A
maximum of 8 percent is aso proposed to pardld the
rate of disaster business loans with credit e'sewhere,
This proposd has the effect of reducing the subsidy
rate on the disaster loan program from 14.67 percent
to 10.95 percent.

Disaster Administrative Expenses:

Total Disaster Loan Proaram

Office of the Inspector General

Total SBA Reauest

! Amounts in this column are “net” of the rescission.

26

108116 75354 @ (32.762)

184.088 75354 (108.734)

11,927 11,927 0

___$890509'  $539.000  ($360.509)
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U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

SUMMARY OF BUDGET AUTHORITY

(Dallars in Thousands)

Inc/(Dec)
FY 2000 FY 2001 FY 2002 vsFY 2001
Actual Edimate Regquest Edimate
Salaries and Expenses
Administrative Operating Expenses $ 133695 $ 154541 $ 167,319 $ 12778
Non-Credit Programs and Special Initiatives 189,105 256,094 153,900 (102,199)
Subtotal 322,800 410,635 321,219 (89,416)
Business L oans Program Account
Direct Loans New Budget Authority 0 2,250 1,500 (750)
Guaranteed L oans Budget Authority 137,800 163,160 0 (163,160)
Administrative Expense 129,000 129,000 129,000 0
Subtotal 266,800 294,410 130,500 (163,910)
Disaster Loans Program Account
Direct Loans
New Budget Authority 140,400 76,140 0 (76,140)
Supplementals, Contingencies 15,500 0 0 0
Administrative Expense
New Budget Authority 136,000 108,354 75,34 (33,000)
Supplemental Appropriation 25,400 0 0 0
Subtotal 317,300 184,494 75,354 (109,140)
Surety Bond Guarantee Fund 0 0 0 0
Office of the Inspector General 11,000 11,953 11,927 (26)
Appropriated Funds Rescinded (3,280) (1,983) 0 1,983
Total Budget Authority $ 914,620 $ 899,509 $ 539,000 $ (360,509)
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U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

SUMMARY OF FINANCING

(Dallars in Thousands)

Inc/(Dex)
FY 2000 FY 2001 FY 2002  vsFY 2001
Actual Egimate Request Edimate
Salariesand Expenses:

New Budget Authority $ 322800 $ 410635 $ 321,219 $ (89416)
Transfer from Business Loans Program 129,000 129,374 129,105 (269)
Transfer from Disaster Loans Program 20,000 9,854 9,854 0
Transfers from Other Agencies 11,654 5,000 1,800 (3,200)
Offsetting Collections - Fees 3331 3,000 3,000 0
Estimated Gainsharing 0 3,000 3,000 0
Carryover from Prior Fiscal Year 4,089 2,791 0 (2,791)
Recoveries 10 0 0 0
Returned to Treasury (10,500) 0 0 0
Transfer to Other Accounts (4,248) (1,898) 0 1,898
Carryover into Next Fiscal Y ear (2,791) 0 0 0
Rescinded Funds Appropriated (3,185) (903) 0 903
Balance Expired (674) 0 0 0
Total Salariesand Expenses 469,486 560,853 467,978 (92,875)

Business L oans Program
New Budget Authority - Administration 129,000 129,000 129,000 0
New Budget Authority - Loan Programs 137,800 165,410 1,500 (163,910)
Transfer from Other Accounts 9,500 500 0 (500)
Carryover from Prior Fiscal Year 30,200 24,719 9,114 (15,605)
Recoveries 4211 1,169 0 (1,269)
Transfer to Other Accounts (135,000) (129,874) (129,105) 769
Carryover into Next Fiscal Y ear (24,719) (9,114) (8,798) 316
Rescinded Funds A ppropriated 0 (648) 0 648
Balance Expired (13,200) 0 0 0
Total BusinessL oans 137,792 181,162 1,711 (179,451

Disaster LoansProgram
New Budget Authority 140,400 76,140 0 (76,140)
Supplemental, Contingencies 15,500 0 0 0
Carryover from Prior Fiscal Y ear 81,004 96,231 37,850 (58,381)
Recoveries 33235 10,000 0 (10,000
Carryover into Next Fiscal Y ear (96,231) (37,850) 0 37,850
Transfer to Administrative Expense 0 0 (5,000) (5,000)
Rescinded Funds Appropriated 0 (168) 0 168
Subtotal - Disaster Loans Program 173,908 144,353 32,850 (111,503)



U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

SUMMARY OF FINANCING

(Dallars in Thousands)

Inc/(Dex)
FY 2000 FY 2001 Fy 2002 vsFY 2001
Actual Egimate Request Edimate

Disagter Loans Program - Administration
New Budget Authority $ 136000 $ 10834 $ 75354 $ (33,000
Supplemental, Contingencies 25,400 0 0 0
Carryover from Prior Fiscal Year 779 27,307 0 (27,307)
Transfer from Loan Subsidy 0 0 5,000 5,000
Recoveries 1,128 0 0 0
Carryover into Next Fiscal Y ear (27,307) 0 0 0
Transfer to Salaries and Expenses (20,000) (9,84) (9,854) 0
Transfer to Inspector General (500) (500) (500) 0
Rescinded Funds Appropriated (2,048) (238) 0 238
Subtotal - Disaster Administration 113452 125,069 70,000 (55,069)
Total - Disaster Assstance Program 287,360 269,422 102,850 (166,572)
Surety Bond Guarantee Fund 0 0 0 0

Office of the Inspector General

New Budget Authority 11,000 11,953 11,927 (26)
Carryover from Prior Fiscal Year 482 515 0 (515)
Transfer from Disaster 500 500 500 0
Recoveries 9% 0 0 0
Balance Expired (130) 0 0 0
Carryover into Next Fiscal Y ear (515) 0 0 0
Rescinded Funds A ppropriated (95) (26) 0 26
Total Ingoector General 11,338 12942 12,427 (515)
Total Financing $ 905976 $1,024379 $ 534966 $ (439413
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FY 2002 Budget Request and Performance Plan

SUMMARY OF POSTIONSAND FULL TIME EQUIVALENTS

(Dallars in Thousands)

ON BOARD POSITIONS

Inc/(Dec)
FY 2000 FY 2001 FY 2002  vsFY 2001
Actual Edimate Request Edimate

Salaries and Expenses - Regular Funds 2,807 2,760 2,610 (150)
Non Credit Programs and Initiatives 134 100 100 0
Subtotal 2941 2.860 2,710 (150)

Disaster 1,168 1,164 932" (232)
Inspector General 112 125 125 0
Total 4,221 4,149 3,767 (382)

FULL TIME EQUIVALENTS(FTE)

Inc/(Dec)
FY 2000 FY 2001 FY 2002 vsFY 2001
Actual Edimate Reguest Edimate

Salaries and Expenses - Regular Funds 2,869 2,788 2,688 (100)
Non Credit Programs and Initiatives 141 o 100 6
Subtotal 3,010 2,882 2,788 (94

Disaster 1,137 1,137 1,048 (89)
Inspector General 115 119 119 0
Total 4,262 4138 3,955 (183)

1 For FY 2002, this assumes additional funding from the government-wide Disaster Reserve to maintain approximately the same level
of staffing throughout the year.
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FY 2002 Budget Request and Performance Plan

SUMMARY OF NON CREDIT PROGRAMS& SPECIAL INITIATIVES

(Dallars in Thousands)

Inc/(Dec)
FY 2000 FY 2001 FY 2002 vsFY 2001
Actual Estimate Request Estimate
Executive Direction
Advocacy Database and Analysis $ 1140 $ 1,300 $ 1,100 $ (200)
National Ombudsman 514 500 500 0
New Freedom Initiative 0 0 5,000 5,000
Veteran’s Business Development Assistance 615 0 750 750
Veteran's Business Development 0 3,992 0 (3,992
National Women's Business Council 600 750 750 0
Management & Administration
Systems Modernization 10,067 8,000 8,000 0
Workforce Transformation 0 2,000 2,000 0
Government Contracting/Business Development
7(j) Technical Assistance 3,950 3,600 3,600 0
BusinessLINC 0 7,000 0 (7,000)
PRO-Net 454 500 500 0
Small Disadvantaged Businesses 8,643 1,800 1,800 0
SBIR Technical Assistance 496 1,500 1,500 0
SBIR — FAST 0 3,500 3,500 0
HUBZones Program 1,978 2,000 2,000 0
Procurement Assistance Programs 0 0 500 500
Entrepreneurial Development
Small Business Development Centers (SBDC) 84,074 88,013 75,806 (12,207)
Drug-Free Workplace 3,469 3,500 5,000 1,500
Service Corps of Retires Executives (SCORE) 3471 3,750 4,000 250
Business Information Centers 495 500 500 0
Women's Business Centers 8,926 12,000 12,000 0
Survey of Women-Owned Businesses 783 694 694 0
One Stop Capital Shops 3,206 3,100 3,100 0
Capital Access
US Export Assistance Centers 3,065 3,100 3,100 0
Microloan Technical Assistance 19,243 20,260 20,000 (260)
PRIME Technical Assistance 0 15,000 0 (15,000)
New Market Venture Capital Tech Assistance 0 30,000 0 (30,000)
Gainsharing |mprovements 0 3,000 3,000 0
Reimbur sable Programs 2,722 3,668 105 (3,563)
Congressional Initiatives 27,749 41,291 0 (41,291)
Total $ 185660 $ 264318 $ 158,805 $ (105,513)

! Includes amounts carried forward from the prior fiscal year.
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SUMMARY OF CONGRESSIONAL INITIATIVES

(Dallars in Thousands)

Conaressional Initiatives:

NTTC @ Wheeling Jesuit University
Western Carolina University

State University of NY -Inst of Entrep
New Y ork-Bronx Museum

Long Island Bay Shore Aquarium
Promesa Enterprises-Bronx, NY

NY City Parks & Rec.-Bronx, NY

NY Public Library-Bronx, NY

Hazard, KY -Center for Rural Law Enf
Pike Cty, KY Interpretive Dev, Init
Somerset, KY-Center for Rural Dev
Paintsville, KY-Regional Arts & Tourism

Prestonburg, KY -Regional Arts and Tourism

South KY -Economic Development Corp.
Pikeville College, KY-Telemed Lrn & Res
Union College, KY-Tech. & Media Center
Pulaski Cty, KY-Emergency Training Center
Nicholas Cty, KY -Industrial. Authority
Mont. Cty, KY-Ed & Train Facility
Oakridge, TN-Tech & Econ Dev
Safer Foundation
Somerset Community College
Vandalia Heritage Foundation
Museum of Science & Industry
Moundsville, WV -Economic Dev Council
Johnstown, PA-Regional Industries Ctr.
Johnstown, PA-Regional Industries Ctr.
Buckhorn Childrens' Foundation
Miami-Dade Community College
Soundview Comm Action-Bronx, NY
East LA Community Union
Maywood, CA-Operation Hope
Illinois Coalition
Illinois Dept. of Commerce
Durant, OK.-Rural Enterprises
OK-Dept. of Career & Technical Education
City of Chicago-Tech Based Bus Growth
Greenpoint Mfg & Design Center
Old Sturbridge Village-Arts & Tourism
N.VA-Business Asst. Dev. Group
Brotherhood Bus. Dev. & Cap. Fund
AZ-Dept. of Public Safety
Gadsden State College-Ctr for Econ Dev
Morehead State U Science Res. & Tech Citr.
Electronic Commerce Center, Scranton, PA
National Museum of Jazz, New York, NY
Western, MA.-Enterprsie Fund

Total Congressional Initiatives

FY 2000 FY 2001 FY 2002  vsFY 2001
Actual Estimate Request Estimate
$ 2312 $ 2458 0 $ (2458)
1,850 590 0 (590)
925 1,475 0 (1,475)
2,775 2,458 0 (2,458)
185 983 0 (983)
0 1,966 0 (1,966)

0 492 0 (492)

0 492 0 (492)
2,312 0 0 0
0 492 0 (492)

0 4,915 0 (4,915)

0 1,966 0 (1,966)
1,758 0 0 0
925 4,915 0 (4,915)
925 0 0 0
0 1,473 0 (1,473)

0 1,278 0 (1,278)

0 344 0 (344)

0 344 0 (344)

0 983 0 (983)

0 983 0 (983)
7,909 0 0 0
185 197 0 (297)
0 786 0 (786)
462 492 0 (492)
0 246 0 (246)
231 246 0 (246)
0 590 0 (590)
139 0 0 0
694 983 0 (983)
0 983 0 (983)
925 0 0 0
1,850 0 0 0
462 0 0 0
185 197 0 (197)
0 492 0 (492)
462 0 0 0
0 983 0 (983)

0 197 0 (297)

0 246 0 (246)

0 983 0 (983)

0 885 0 (885)

0 246 0 (246)

0 1,966 0 (1,966)

0 983 0 (983)

0 983 0 (983)
278 0 0 0
$ 27,749 $ 41,291 0 $ (41,29)




U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

SUMMARY OF CREDIT PROGRAMS

(Dallars in Thousands)

Program L evel Budget Authority® Subsidy Rate
Inc/(Dec) Inc/(Dec) Inc/(Dec)
FY 2000 FY 2001 FY 2002 vsFY 2001 FY 2000 FY 2001 FY 2002 vsFY 2001 FY 2000 FY 2001 FY 2002 vsFY 2001
Actual Estimate Request Estimate Actual Estimate Request Estimate Actual Estimate Request Estimate
Microloan Direct $ 27,204 $ 25531 $ 20,575 $ $ 2323 $ 2285 $ 1395 $ (890) 8.54% 8.95% 6.78%  (2.17)%
(4,956)
Total Direct 27,204 25,531 20,575 (4,956) 2,323 2,285 1,395 (890) 8.54% 8.95% 6.78%  (2.17)%
Guaranty
Section 7(a) Guaranty $9,679,569 $11,008,547 $10,700,000 $ $112,283 $128,800 $ 0 1.16% 1.17% 0.00% (1.17)%
(308,547) $(128,800)
Section 7(a) Guaranty - DELTA 15,552 20,000 20,000 0 285 374 132 (242) 1.83% 1.87% 0.66%  (1.21)%
Section 7(a) Y2K Loans 2,704 0 0 0 110 0 0 0 4.07% N/A N/A 0.00%
Section 504 CDC Guaranty 1,808,649 3,750,000 3,750,000 0 0 0 0 0 0.00% 0.00% 0.00% 0.00%
Section 504 CDC Guaranty - 257 2,472 2,500 28 3 22 21 (1) 1.13% 0.89% 0.84%  (0.05)%
DELTA
Microloan - Guaranty 1,150 2,000 2,000 0 96 159 163 4 8.32% 7.95% 8.17% 0.22%
New Market Venture Capital 0 152,022 0 (152,022) 0 21,952 0 (21,952) 15.00% 14.44% 14.47% 0.03%
SBIC — Participating Securities 1,260,630 2,104,580 2,500,000 395,420 22,692 27,570 0 (27,570) 1.80% 1.31% 0.00% (1.31)%
SBIC - Debentures 384,955 500,000 600,000 100,000 0 0 0 0 0.00% 0.00% 0.00% 0.00%
Total - Guaranty $13,153,466 $17,539,621 $17,574,500 $ $135469 $178877 $ 316
34,879 $(178,561)
Total Business $13,180,670 $17,565,152 $17,595,075 $ 29,923 $137,792 $181,162 $ 1,711
$(179,451)
Disaster $ 783,369 $ 826,764 $ 300,000 $ $173,908 $144,353 $ 32,850 22.20% 17.46% 10.95%  (6.51)%
(526,764) $(111,503)
Surety Bond Guarantee $1,672,000 $1,672,000 $ $ 8 0 $$ 03 0 N/A N/A N/A N/A

1,672,000 0 0

! Includes effects of carryover balances, transfers, recoveries, and rescissions.
2 Reflects a blended rate 1.24% from 10/1-12/21, 1.16 from 12/21 to 9/30.
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FY 2002 Budget Request and Performance Plan

JUSTIFICATION OF CHANGES FROM FY 2001 TO FY 2002 BY OBJECT CLASS
(Excluding Disaster Assistance and Office of Inspector General)
(Dollarsin Thousands)

I ncr ease/(Decr ease)
FY 2000 Actual FY 2001 Egtimate FY 2002 Request vsFY 2001 Estimate
Positions Amount Positions Amount Positions Amount Positions Amount
Salariesand Expenses'
Compensation & Benefits 2,807 $ 217,423 2,760 $ 226,633 2,610 $ 234452 (150) $ 7819
Travel 0 5,964 0 6,960 0 6,960 0 0
Rents & Communication 0 31,869 0 31,660 0 33911 0 2,251
Postage and Printing 0 1,519 0 3125 0 3,125 0 0
Other Services 0 27,050 0 28,157 0 30,725 0 2,568
Subtotal 2,807 283,826 2,760 296,535 2,610 309,173 (150) 12,638
Non-Credit Programs & Special I nitiatives 134 185,660 100 264,318 100 158,805 0 (105,513)
Total 2,941 $ 469,486 2,860 $ 560,853 2,710 $ 467978 (150) $ (92,875)
FY 2002 I ncrease/(Decrease) vs FY 2001 Estimate
Compensation & Benefits: Includes a 3.6 percent general pay increase in January 2002 and annualization impact of the FY 2001 general pay increase, and
the pay increases from within grades and promotions, offset by decreasing on board positions by 150 personnel throughout
the year.
Rents and Communication Includes a General Services Administration estimated rent increase - $2.251 million.
Other Services Reflects aminimal increase to cover anticipated inflationary increasesin all areas of operations not specifically defined at this

time, such astravel, printing, transit benefits, etc. Alsoincludes $1.5 million for the Asset Sales Program Financial Advisor.

1 Includes the effects of carryover balances, transfers, and rescissions.



U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan
SUMMARY BY PROGRAM OFFICE

(Dallars in thousands)

Increase (Decrease)

FY 2000 Actual® FY 2001 Estimate? FY 2002 Reguest vs. FY 2001 Estimate
Positions Amount Positions Amount Positions Amount Positions Amount
Operatina Budaet (excludina
Executive Direction
Administrator 28 3 3,003 18 % 3,462 18 $ 3,573 0% 111
Disability Initiative 0 0 2 425 2 431 0 6
General Counsel 71 6,632 74 7,958 74 8,238 0 280
Congressional and Legislative 11 963 9 1,042 9 1,081 0 39
Hearings and Appeals 11 1,058 11 1,078 11 1,117 0 39
Communications and Public 21 2,650 22 2,382 22 2,447 0 65
Field Operations 10 2,262 6 1,265 6 1,292 0 27
EEO and Civil Rights Compliance 19 1,941 19 1,682 19 1,739 0 57
Advocacy 43 4,480 41 4,393 41 4,547 0 154
V eterans Business Devel opment 5 513 5 793 5 562 0 (231)
Chief Financial Officer 82 8,733 82 8,864 82 9,113 0 249
Subtotal 301 $ 32,235 289 $ 33,344 289 $ 34,140 0 % 796
Management and Administration
Immediate Office 4 587 9 399 9 413 0 14
Human Resources 55 4,491 58 4,678 58 4,829 0 151
Administration 48 7,389 49 6,877 49 7,000 0 123
Chief Information Officer 54 17,149 56 17,224 56 17,411 0 187
Subtotal 161 $ 29,616 172 % 29,178 172 $ 29,653 0% 475
Government Contracting/Business Development®
Immediate Office 4 389 5 390 5 401 0 11
Operations & Program Support 0 0 12 955 12 991 0 36
Planning & Policy Liaison 12 1,633 15 1,704 15 1,766 0 62
Business Development 28 3,260 57 3,396 57 3,522 0 126

! FY 2000 represents actual obligations and on-board staff as of 9/30/00.

2 FY 2001 and FY 2002 represent estimated obligations. Staffing for FY 2001 and FY 2002 represent on-board count as of 1/31/01.

% This office was re-organized effective October 1, 2000, which impacted the alignment of staffing and distorts a comparison between FY 2000 and FY 2001. In FY 2001, the 57 posi-
tions shown for the Office of Business Development includes 14 Small Disadvantaged Businesses (SDB) positions which are funded under the Economy Act.
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Government Contracting 154 13,294 152 13,481 152 13,978 0 497
Subtotal 198 $ 18,576 241 $ 19,926 241 $ 20,658 0 $ 732
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SUMMARY BY PROGRAM OFFICE

(Dollars in thousands)

Increase (NDecrease)

— FEY2000Actual  _ FY2001Estimate®* EY 2002 Request _ vs EY 2001 Estimate
Positions A mount Positions A mount Positions A mount Positions A mount
Canital Access
Immediate Office 7 % 821 5 $ 843 5 8 870 0 % 27
Lender Oversiaht 0 554 3 1.004 3 1.015 0 11
Financial Assistance 153 11.527 157 11.199 157 11.578 0 379
Asset Sales (Proaram Financial Advisor) 0 0 0 0 0 1.500 0 1.500
Investment Division 89 7.714 90 8.611 0 8.909 0 298
Suretv Guarantees 14 1.177 13 1.221 13 1.261 0 40
International Trade 12 2.508 10 921 10 949 0 28
275 % 24 301 27% % 23.799 278 % 26.082 n % 2283
Entreoreneurial Develooment
Immediate Office 9 % 1.478 6 $ 1.056 6 $ 1.087 0% 31
Small Business Develooment Centers 16 1.743 16 1.578 16 1.631 0 53
Business Initiatives 11 2.158 13 1.082 13 1.121 0 39
Native American Affairs 2 381 1 662 1 129 0 (533)
Women's Business Ownershin 11 940 9 1.025 9 1.059 0 34
49 % 6.700 a5 $ 5403 45 % 5027 n % (37R)
Reaional and District Offices 1.823 136.099 1.787 141.289 1.787 147.383 0 6.094
Aaencv-wide (not distributed)® 0 36,209 (47) 43596 (197) 46.230 (150) 2.634
Subtotal - Operatina Budaet 2807 $ 283.826 2760 $ 296.535 2.610 $ 309.173 (1500 $ 12.638
Non-Credit Proarams & Special Initiatives 134 185.660 100 264,318 100 158.805 0 (105.513)
Total Salaries and Fxnenses 2041 & 4R9 48A 2 860 % KRN R’KRR 2710 & AR7 978 (150 & (92 ]7K)
Disaster Direct Proaram
Loan Makina 916 $ 83.929 927 $ 91.013 695 $ 40.000 (232) $ (51.013)
Loan Servicina 252 29,523 237 34.056 237 30.000 0 (4.056)
Total Digaster Direct Proaram 1 1R8 % 1164 % QR?2 % (232) %
Inspector General 112 $ 125 $ 125 $ 03 (515)
Grand Total 4 221 $ 4149 $ 3 767 $ (382) $

1 FY 2000 represents actual obligations and on-board staff as of 9/30/00.
2 FY 2001 and FY 2002 represent estimated obligations. Staffing for FY 2001 and FY 2002 represent on-board count as of 1/31/01.
3 Agency-wide costs include staffing adjustments that have not yet been determined.
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BUDGET CROSSWALK

The budget crosswalk table on Page 39 illusirates the estimated resources that would be devoted to
achieving each of SBA’sgodsin FY 2002. The table shows the rdationship between an organization-
based budget and cross-cutting goals. A budget structured around organizationa units ensures financia
and performance accountability which reflects the way we manage oursdves. However, the activities
performed by an office often support the achievement of more than onegod. Thisis particularly true for
support organizations such as executive direction and adminigtrative offices.  To present the full cost of
achieving a particular god, the costs of support offices must be alocated to each godl.

For example, the cost of providing access to capitad includes the funding for the Office of Capita
Access and a portion of al the support offices, such as Regiond and Didtrict Offices and Generd
Counsd. The crosswalk presented on Page 39 uses the results of an activity-based costing model as
the basis for these cost dlocations.

Explanation of Budget Crosswvalk

The firgt column of the crosswak details SBA's offices and programs categorized by the god that best
relatesto that office's or program’s misson. The offices and programs listed in this column devote the
vast mgority of ther effort toward the god under which they are listed. The estimated resources that
will be consumed by these offices and programs are in the next three columns. The loan subsidy column
shows the amount of budget authority used to subsidize loans.

The next four columns detail an estimate of the dlocation of cogts for support offices. The column
entitled “Fidd” dlocates the cost of SBA’s Regiona and Digtrict Offices. The Executive Direction
column includes the cogt of offices such as the Adminigtrator’ s office, the Office of General Counsd, the
EEO Office, the Office of Hearings and Appeds, and the Office of the Chief Financia Officer. The
Management and Adminigration column includes the Office of Adminidration, the Office of Human
Resources, and the Office of the Chief Information Officer. The Agency-wide column includes rent,
telecommunications, relocation expenses, centralized training, credit reports, and centraized printing.

Cost Allocation M ethodology

The estimated dlocation of FY 2002 resources presented in the crosswalk is based on the results of the
SBA’s FY 2000 cost dlocation study. The SBA's cost dlocation modd provides an estimate of the
resources required to produce key outputs. The first step in developing a cost dlocation modd is to
identify the Agency’s key activities. Through the budget formulation process, each office identifies the
key activities that they perform to produce outputs.

1 Executive Direction does not include offices that report directly to the Administrator but provide direct services such as the Disabil-
ity Related Business Initiatives and the Office of Veterans Business Development. These offices are listed under the appropriate goal
in the first column.
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An activity is a process that converts resources (materids, labor, and technology) into outputs. For FY
2000 the SBA identified over 520 key activities performed by program and support offices. Agency-
wide costs such as rent and telecommunications expenses are alocated to activities based upon
formulas such as the cost of space occupied by program offices.

Personnel codts are assigned to specific activities through the use of a survey. SBA employees are
asked in an online survey to estimate the amount of time that they spend on over 520 key activities,
including those outsde of ther particular organization. This data is used to compute an estimate of the
personne codis for each activity. The FY 2000 survey was completed in October 2000. To improve
the accuracy of the estimate, the SBA will conduct two surveysin FY 2001

The FY 2002 edtimate assumes that the relative level of effort devoted to each god by supporting
offices in FY 2002 will be the same as that provided in FY 2000. For example, if the Office of the
Chief Financid Officer (OCFO) devoted 1.45 percent of its effort toward the microlender program in
FY 2000, it is assumed the OCFO will continue to devote 1.45 percent of its effort toward that output
in FY 2002. For many offices the nature of the work performed dictates that this assumption will hold
true over the years. However, we recognize that this assumption may require adjustments as SBA’s
priorities are redefined with the new Adminigtration. Even taking into condderation this assumption, the
crosswak provides a useful benchmark for andysis of how the SBA alocates its resources at the
present time.
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BUDGET CROSSWALK

(Dollars in Thousands)

Operaing  Special Loan Exec Agency
Program Initiative Grants Subsidy M&A Field Dir Wide Total
1. Help Small Businesses Succeed
Obj 1 Act asaVoicefor America's Small Businesses

Advocacy $ 4547 $ 303 $ 1 % 258 % 42 $ 5551
Advocacy Database 1,100 179 1 120 256 1,656
Ombudsman 500 234 63 430 255 1,482

Subtotal 4547 1,600 0 0 716 65 808 953 8,689

Obj 2. Improve Access to Capital and Credit

Office of Capital Access
Loan Making: 7(a) and 504 2,131 211 4,669 48,936 3,806 10,703 70,506
Loan Servicing: 7(a) and 504 8,498 7274 22,838 3,368 5,692 47,670
Lender Oversight 1,189 512 4,050 444 1,027 7,222
Asset Sales 601 606 2,629 722 679 5,237
Microloans: Direct and Guaranty 522 1,500 768 678 589 365 4,422
Microloan Technical Assistance 20,000 20,000
SBIC Participating and Debentures 9,083 1,403 36 1,866 1,354 13,742
Surety Bond Guarantees 1,435 861 1,326 392 719 4,733
US Export Assistance Centers 3,100 3,100
International Trade 1,123 387 1 316 219 2,046

Subtotal 24582 3,100 20,000 1,711 16,480 80,544 11,503 20,758 178,678

Obj 3. Improve Access to Procurement Opportunities

Government Contracting/Business Devel opment
Government Contracting 14,326 1,073 1,266 1,509 1,338 19,512
Women's Procurement Program 500 61 232 130 117 1,040
Procurement Policy 1,388 355 75 683 296 2,797
SBIR Technical Assistance 1,074 1,500 218 324 300 190 3,606
SBIR FAST 3,500 3,500
Pro-Net 500 239 1,654 318 439 3,150
8(a) Business Development Program 3,870 1,738 20,170 1,004 3,897 30,679
7(j) Technical Assistance 3,600 34 468 502 282 5,156
Small Disadvantaged Business 1,800 1,800
HUBZones Program 2,000 434 1,961 524 667 5,586

Subtotal 20.658 4,800 8.600 0 4422 26,150 4,970 7.226 76.826
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(Dollars in Thousands)

Operaing  Special Loan Exec Agency
Program Initiative Grants Subsidy M&A Field Dir Wide Total

Obj 4. Provide and Improve Accessto Entrepreneurial Development. Assistance
Entrepreneurial Development

Small Business Development Centers 1,993 75,806 498 6,018 436 1,312 86,063
Drug Free Workplace 371 5,000 5371
SCORE Programs 371 4,000 428 6,000 368 3,175 14,342
One Stop Capital Shops 371 3,100 365 5,159 346 1,038 10,379
Business Information Centers 371 500 479 7,706 419 2,089 11,564
Women's Business Centers 1,421 12,000 41 2,987 388 743 17,980
Native American Affairs 129 235 414 306 227 1,311
Small Business Classroom/Other 789 1,144 1,050 586 3,569
Commerce Reimbursement 694 64
National Women's Business Council 750 7 0 12 40 809
Office of Veteran's Business Development 562 70 193 1,072 310 3,190
Disability Initiative 431 87 0 114 56 638
New Freedom Initiative 5,000 5,000
Subtotal 6,020 10,044 97,556 0 3,522 30,500 3,749 9,569 160,960

2. Help Families and Businesses Recover From Disasters
Disaster Assistance Programs 70,000 32,850 0 10,094 5,419 5,294 123,657
Subtotal 70,000 0 0 32,850 0 10,094 5,419 5,294 123,657
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(Dollars in Thousands)

Operaina  Special Loan Exec Aagency
Program Initiative Grants Subsidy M&A Field Dir Wide Total
3. Improve SBA Management
Obj 1. Manage For Results
Obj 2. Transform the Workforce
Workforce Transformation 2,000 2,000
Obj 3. Modernize Information Systems
Systems Modernization 8,000 3,862 28 1,804 688 14,382
Obj 4. Improve Financia Management
Obj 5. Improve Credit Program Management
Gainsharing |mprovements 3,000 3,000
Financial Advisor Asset Sales 1,500 0 1,500
Obj 6. Create Electronic Government 0
Subtotal 1,500 13,000 0 0 3.862 28 1804 688 20,882
Reimbursable Programs 105 105
Inspector General 12,427 651 2 347 1,742 15,169
Total $ 139,734 $ 32,649 $ 126,156 $ 34,561 $ 29,653 $ 147,383 $ 28,600 $ 46,230 $ 584,966




GOALSAND RESOURCES

SBA is committed to performance management. SBA will conduct a mgor review of the current
performance plan to ensure that it will promote President Bush's agenda. After the SBA Administrator
is confirmed and has gpproved a new performance plan, SBA will submit it to the Congress. The
revised performance plan will meet al requirements of the Government Performance and Results Act.
The data presented in the following section should be viewed as the basdine from which the new
Adminigrator will sart the review of the performance plan.



U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

GOALSAND RESOURCES

GOAL 1: HELP SMALL BUSINESSES SUCCEED

SBA hdps smdl busnesses overcome criticd chdlenges tha lie in ther path to success. Smadl
businesses need technica assistance to devel op business plans and manage finances, access to capital to
finance their plans, fair opportunities for procurement in the Federal marketplace, and a voice within the
Government to ensure that regulations do not overwhem them. SBA assstance is focused around four
primary objectives.

Objective 1.

Objective 2:

Objective 3:

Objective 4:

Act as a Voice for America’s small businesses.  We achieve this objective primarily
through the work of the Office of Advocacy and the Nationd Ombudsman. The
objective is dso supported through Agency efforts to represent smal businesses & the
Nationd Policy level and through cross agency Internet tools.

Improve access to capital and credit. We achieve this objective through the
coordinated efforts of fied offices, Office of Capita Access, and SBA’s lending
partners.

Increase access to procurement opportunities. We achieve this objective by
working with Federal agencies to create innovative strategies and programs that reach
the smadl business community, identify procurement opportunities, and provide technica
assgance and training.

Provide access to entrepreneurial development assistance. We achieve this
objective by managing a large network of business resource partners and eectronic
access points. Through our resource patners, we annudly provide substantia
assgtance to more than 1 million small businesses.

Regiond and Didtrict Offices play a key role in achieving SBA business assgtance objectives. These
offices coordinate the ddlivery of SBA’s programs to the customer and ensure that every customer has
access to the full range of SBA sarvices. Aggressve marketing efforts ensure that customers are aware
of the services offered. An estimate of the cost of Regiond and Didrict office support for each
objectiveislisted in each objective s resource table.
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Objective 1: Act asa Voicefor America’ s Small Businesses

As avoice for amdl business, we function as a two-way information conduit. We reach out to small
businesses to gauge their needs We rase smdl business concens to the highest levels of this
Government, and act as an advocate in legidative and regulatory areas to bresk down barriers to
SUCCESS.

Congress established the Office of Advocacy to be an independent voice for smal busness in the
formulation of public policy across the entire Federd Government. The Office of Advocacy focuses on
research on small business trends, characterigtics, and contributions to the economy and monitors
compliance with the Regulatory Hexibility Act. The Office of the Nationd Ombudsman addresses
gpecific regulatory enforcement and compliance concerns identified by smal busnesses in ther
interactions with Federd agencies, with the goa of ensuring equity and farness. The Nationd
Ombudsman and the 50 Regulatory Fairness Board Members reach out to small businesses and listen
to and address their concerns in cooperation with more than 38 Federa agencies.

Through its nationwide advisory committees, SBA has created a systematic process for diciting citizens
advice, ideas, and opinions on small business issues and SBA programs. Additiondly, the committees
serve as links to loca business and can measure the effectiveness and need for current and proposed
SBA programs. SBA recognizes that advisory committees represent a valuable resource that improves
the Agency’ s decision-making process by broadening its base of knowledge on small business issues.

PERFORMANCE INDICATORSAND RESOURCESREQUESTED
(Dallars in Thousands)

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002

Actual Actual Actual Estimate  Projected
Performance Indicators
Regulatory cost savings to small $ 15 $ 43B $ 36B TBD TBD
businesses
Resour ces ($000)
Office of Advocacy $ 4079 $ 4334 $ 4480 $ 4393 $ 4547
Advocacy Database & Research 790 800 1,140 1,300 1,100
National Ombudsman 351 524 514 500 500
Subtotal 5220 5,658 6,134 6,193 6,147
Agency Support Cost Estimates:
Regional & District Offices (Field N/A N/A 60 62 65
Executive Direction N/A N/A 769 783 808
Management & Admin Support N/A N/A 714 704 716
Agencywide Costs (Rent, Telecom, etc.) N/A N/A 746 899 953
Subtotal 2,289 2448 2542
Total $ 8423 $ 8641 $ 8689
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Cross-Cutting I ssues

Serving as a voice for smdl business, reviewing agency regulatory proposds for smal business impact,
and sarving as the guardian for regulatory fairness requires close collaboration with mgor Federd
regulatory agencies. In dl, the Office of Advocacy monitors the regulatory proposals of approximately
20 regulatory agencies, as wel as Adminigration and Congressiond initiatives.

The Office of Advocacy is unique within the Federal Government, in its mandate is to speek up for small
business, conduct research and reduce the cogts of regulation to small business. Advocacy completed
work on five pands, three at the Environmenta Protection Agency and Occupationd Safety and Hedth
Adminigration.

External Factors
A critical success factor for the Office of Advocacy is continued Congressiona and stakeholder support
and sufficient resources to carry out an appropriate research agenda. A critical success factor for the
Office of the Nationd Ombudsman is the continued support of smal business by participating in
hearings and providing documentation of Government enforcement practices. Other critical success
factorsinclude:

Using technology to dicit and receive input from smal businesses

Establishing working relationships with Federd agenciesto assst smdl businesses

Maintaining independence to ensure the ability to spesk out

Objective 2: Improve Accessto Capital and Credit

Smal businesses cite inadequate access to capitd and credit on reasonable terms as a serious
impediment to start-up and growth. SBA improves access to capital for entrepreneurs who cannot
obtain it from conventiona lenders and in this sense is a gap lender. Our job then is to facilitate - not to
compete with - conventiona lenders and traditional providers of equity capital to help meet the needs of
entrepreneurs. As the nation’s preeminent gep lender for smal business, SBA identifies and helps to fill
the credit gap in the commercid marketplace.

SBA measures its performance by the amount of credit and capital provided by the loan and equity
programs and by the diversty of the clients served. Success in meeting the measures identified below
helpsto ensure that credit and capitd are avalable to dl smdl businesses.
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PERFORMANCE INDICATORS AND RESOURCES REQUESTED
(Dallars in Thousands)

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002

Actual Actual Actual Estimated Projected
Performance Indicators
Jobs created by SBA borrowers 422,997 494,822 541,539 542,000 542,000
7(a), 504, Microloans and SBIC programs $14.0B $16.4B $18.0B $19.7B $20.4B
Number of 7(a) and 504 |oans
To Women-owned firms 11,084 10,244 9,921 10,000 10,500
To Minority-owned firms 10,897 12,127 12,120 12,300 12,000
To Veteran-owned firms 5,915 5,477 5,215 5,300 5,300
Number of Start-up firmsfinanced by 7(a), 17,344 16,600 16,600 16,700 17,000
Export Sales assisted by SBA $413M $349M $675M $537 M $537 M
Resources ($000)
Capital Access Operating Expenses $ 19,002 $20943 $ 24391 $23,799 $ 26,082
Special Initiatives
USEAC 2,831 3,100 3,065 3,100 3,100
Microloan Technical Assistance 14,094 19,148 19,243 20,260 20,000
PRIME Technical Assistance 0 0 0 15,000 0
New Market Venture Capital 0 0 0 30,000 0
Loan Subsidies
7(a) General Business 182,435 131,648 112,283 128,800 0
New Market Venture Capital 0 0 0 21,952 0
SBIC Participating Securities 15,471 22,232 22,692 28,070 0
SBIC Debentures 8,955 4,858 0 0 0
Microloan Guaranty 298 92 96 159 163
Microloan Direct 1,111 1,369 2,323 2,285 1,395
Subtotal 244,197 203,390 184,093 273,425 50,740
Agency Support Cost Estimates
Regional & District Offices (Field Support) N/A N/A 74,378 77,214 80,544
Executive Direction Support N/A N/A 10,956 11,155 11,503
Management & Admin Support N/A N/A 16,460 16,218 16,480
Agencywide Costs (Rent, Telecom, etc.) N/A N/A 16,262 19,576 20,758
Subtotal 118,056 124,163 129,285
Total $ 302,149 $ 397,588 $ 180,025
Programs

SBA offers generd business loan guaranties, equity financing, and surety bond guarantees through five
umbrella programs.

Generd Business Guaranty Loan Program 7(a), including export loans and trade finance

Certified Development Company (CDC) or 504 Program

49



U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

GOALSAND RESOURCES

Microloan Program
Smadl Business Investment Company (SBIC) Program
Surety Bond Guarantee Program

SBA ddivers financid assstance programs through a network of field offices and lending partners.
These partners provide direct service and work with smal businesses on a one-to-one bass. SBA
aso processes many of its loans through centraized processng centers located in Sacramento,
Cdifornia and Hazard, Kentucky. The Office of Financid Assstance, located in Washington, DC, is
responsible for providing overal direction for the adminigtration of these programs.

The 7(a) Loan Guaranty Program is SBA’s primary business loan program. SBA guarantees up to $1
million of a $2 million maximum private-sector loan to smal businesses for virtudly every business
purpose. The guaranty can be for as much as 85 percent on loans of $150,000 or less and 75 percent

on loans of more than $150,000. Borrowers may have more than one SBA loan a atime, aslong as
the tota amount guaranteed does not exceed the guaranty cap of $1 million. The only exceptions to
these limits are for loans approved under the Export Working Capital Program loans (which receive a
guaranty of up to 90 percent), and the Defense Loan and Technicd Assstance (DELTA) Loan
program. SBA has a number of options under the 7(a) Program to hdp fill the specid needs of smdll

busnesses. Some of these specidized 7(a) loans include: LowDoc, SBA Express, CAPLines,

Community Express, the Prequdification Loan Program, Community Adjustment and Investment

Program (CAIP), and the International Trade Loan Program. These specidized programs provide
streamlined processes and specid products tallored to fit the specific needs of a diverse array of smal

businesses and lenders.

The 504 Certified Development Company (CDC) Program provides smdl businesses with long-term,
fixed-rate financing for the purchase of land, buildings and long-life capital equipment. The program is
designed to enable smal busnesses to create and retain jobsin their areas and to meset other legidatively
mandated public policy purposes.

A CDC is generdly anonprofit corporation that is set up to contribute to the economic development of
its community or region. SBA fully guarantees (100 percent) debentures issued by the CDC for up to
40 percent of the project cost up to $1.0 million or $1.3 million for projects that meet specific public

policy purposes.
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The Office of Lender Oversght (OLO) was created within the Office of Capitd Accessin FY 2000 to
ensure congstent and gppropriate supervison of SBA’s lending partners.  The responghbilities of the
OLO incdudes evauating existing oversght regulations, policies and procedures, monitoring changes in
accounting, banking and financid indudtries, and recommending appropriate modification of SBA
oversght policy. The OLO is dso responsble for coordinating al Headquarters and Field office
activities with respect to lender reviews, evaduating new programs, and recommending changes to
existing programs to assessrisk potentid.

The Microloan program provides capital to very smal busnesses that traditiond lenders are often
unable to serve. SBA makes loans up to $750,000 to intermediaries who in turn make very smdl loans
($35,000 and under) available to entrepreneurs traditionaly consdered unbankable largely due to
inexperience with credit, lack of assets, or the need for technica assstance. A key component of the
Microloan program is the intermediary’s ability to provide technica assistance to the micro business to
enhance their chances for success.

The United States Export Assstance Centers (USEAC) program promotes small businesses ahility to
succeed in the globa economy. The USEAC program promotes globaization and increased export
sdes through funding of SBA personnd a 19 USEAC centers nationwide. At the USEAC dites, SBA
personnd work with the Department of Commerce and the Export-Import Bank to deliver technical
asssance and finance programs that help U.S. businesses finance and export their products or services.
SBA personnd at the USEACs work closdy with gppropriate Small Business Development Centers
(SBDCs) and members of the Service Corps of Retired Executives (SCORE).

The Small Business Investment Company Program (SBIC) hdps qudified smal enterprises secure the
equity to start, maintain or grow a business. The SBIC program facilitates the formation of privately-
owned and operated investment companies to serve as a source of equity capita and long-term loans to
new or expanding smal businesses, and supplementing investment companies private capitd with funds
made available through SBA guarantees. SBICs are licensed and regulated by SBA. SBICs use ther
own funds, plus funds from borrowing with an SBA guaranty--referred to as “leverage,” to make
venture capitd investments in samdl busness. The entire private capitd of an SBIC is dways at risk
ahead of the funding guaranteed by the SBA.

The Surety Bond Guarantee Program issues bid, payment and performance bond guarantees to surety
companies for congruction, service and supply contracts that do not exceed $2 million. SBA's
guarantees provide the incentive necessary for sureties to issue bonds to smdl contractors who could
not otherwise compete in the contracting industry.
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As a gap lender, SBA expands the parameters within which a conventiona lender can make a smdl
busnessloan. SBA’s guaranties dlow funding for longer terms, for new start-up businessesin emerging
industries, for businesses with lower levels of collaterd and for businesses with limited track records.

Human Resour ces

Smdl business practices, products, and needs have transformed over the past severd years. The
greatest change in job tasks that SBA employees have experienced and will continue to experience is
from transaction processing to anadyss. Automation and asset sdeswill dlow saff to shift their attention
from the processing of transactions to using information to andyze programs, activities, and performance
of SBA’s partners.

This transformation requires proper training of employees to provide them with the skills needed to
operate in the new business environment, to provide smal business customers with firg-class service,
and to ensure that the SBA’ s portfolio is managed to limit risk to the taxpayer.

The Office of Capitd Access will continue to work with SBA’s Office of Human Resources to develop
and deliver SBA sponsored training for its employees in marketing and outreach, commercid credit
andysis, lender oversight, lender rdations, and basic and advanced liquidation. We will encourage
training in leadership and management courses for our middle management employees and will aso
promote technology and computer skill enhancement as we continue our systems modernization efforts.

Evaluations, Analysesand Surveys

We are invedtigating the feashility of developing an econometric demand modd for the 7(a) loan
program. In FY 2000, a contract was awarded to: 1) cary out a literature survey of existing modds
and experience in estimating demand for loans, 2) suggest an gpproach to estimate demand; and 3)
determine data avallability for the suggested demand modd.

The contractor completed the find report in March 2001 and it is being evauated to determine how a
phase Il should be carried out.

Additiondly, a sudy of job crestion in the 7(a) and 504 programs was initiated. This study planned to

use the Census Office of Advocacy BITS file containing longitudina data on smdl businesses for the
years 1989 through 1996. A research design was gpproved by the Census Bureau in FY 2000.
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Before the data collection could commence, the Interna Revenue Service (IRS) decided that it had to
review dl research proposas using the BITS data base. A decison is gill pending. To move forward,
SBA has asked the Bureau of Labor Statidtics if it would give SBA access to job data for smal
businesses that have received 7(a), 504 or SBIC financing, with gtrict procedures to ensure priveacy.
Discussions are still ongoing as of March 2001.

Office of the Inspector General (O1G) Management Challenges

The management challenges that apply to this functiond area were identified by the OIG for the
Congressin December 2000. The current status of the specific action steps and milestones agreed upon
by the OIG and each program office's response to the OIG’ s specific recommendations are discussed
below.

The December 2000 management chalenges for the Capita Access programs differ from those of
December 1999. The OIG no longer consders the oversight of the Small Business Lending Companies
(SBLC) to be amgor chdlenge on its own, as SBA has complied with nearly dl the recommendations
made in the Farm Credit Adminigtration examination reports. Because the Agency has not yet
implemented the recommended actions, the OIG has included SBLCs in the chdlenge on improving
lender oversight.

OIG's two December 2000 challenges on guaranty purchases and lender oversight are essentidly the
same as those from the previous year. OIG feds that the SBA is making progress on both chalenges,
but much of the implementation is sill pending.

Challenge: Field officesdo not consistently apply guaranty purchase requirements.

Summary: OIG audits have shown that SBA field offices do not consistently follow Agency
requirements when purchasing guarantees from lenders after loan defaults, resulting in
purchases that may not be justified and unnecessary expenditures for the Agency. In response to
this concern, SBA reports that it has taken steps to establish a purchase review and follow-up
process mechanism, a guaranty repair tracking system, an early warning system, and improved
procedures and training.

Gods.
Ensure that the Agency denies liability or reduces its payment on the guaranty when a lender has
faled to comply with SBA requirements.

Implement an automated system for tracking circumstances where the fidd office records of
guarantees have been repaired and lenders have rdleased SBA from guaranty liability on
guestionable lender practices.



U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

GOALSAND RESOURCES

Action Teken: SBA has implemented procedures to improve the guaranty purchase process for the
Section 7(a) program and has taken the following actions.

1. Implemented procedures to review, on a sample bass, 10 percent of al guaranty loan
purchases.

2. Edablished atracking system to follow up on purchase reviews.
3. Initiated development of a Guaranty Repair Tracking System.

4. Initiated revison of its Standard Operating Procedures and the development of a training
Course.

5. Moaodified the Delinquent Loan Collection System to identify loans where an audit or other
review has shown that a lender has an originaion or servicing deficiency sgnificant enough to
affect the guaranty purchase.

Challenge: Preventing loan fraud requires additional measures, including the necessary
legidative authority and funding.

Summary: Fraud in the business loan program can be reduced by obtaining criminal background
information on prospective borrowers and on loan packagers and other for-fee agents.

SBA submitted a proposal for the legislation necessary to conduct the background checks, but it
was not included in the reauthorization bill by the Congressional Conference Committee. The
Agency needs to resubmit the legidative proposal, establish a loan agent registration process,
and track loan agent association with individual loans.

Gods.
- Submit a legidative proposd that: (1) requires dl loan agents to provide SBA with the information
necessary to conduct crimina background checks, including sociad security numbers, and (2)
authorizes SBA to conduct criminal background checks on loan agents.

Identify dl loan agents through a regidtration process and track their association with individua
loans. Regidration includes maintaining identifying data and background information on loan agents.
However, regigtration does not imply Agency endorsement.

Submit legidation authorizing SBA to conduct crimina background checks on dl business loan
gpplicants.
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Ensure aufficient funding to permit OIG to perform background checks on al business loan
goplicants in atimdy manner.

Action Taken:
SBA submitted alegidative proposal which the Senate Small Business Committee voted to include
in the SBA reauthorization bill for FY 2001. The Conference Committee, however, voted out the
House version that did not contain the proposal. The proposal is being resubmitted for the FY 2002
legidative cycle.

The etablishment of a loan agent tracking system is tied to the development of a Partner
Information Management System (PIMS). PIMS is to be incorporated into the loan monitoring
system. The first phase of PIMS was completed on June 30, 2000. SBA Form 159, which contains
information on loan agents, is being revised to darify the requirements for agents to notify SBA of
their loan participation. If the necessary legidation is enacted, the form will be further revised to
include additiona |oan agent identification data.

SBA expects the loan agent crimind background check system to be operational 6 months after the
passage of the proposed |egidation, assuming adequate staff resources are available.

Cross-Cutting I ssues

Key to SBA’s success in providing access to capital and credit is a cooperative working relationship
with the various stakeholders, most notably the Nationa Association of Government Guaranteed
Lenders (NAGGL), the Nationa Association of Development Companies (NADCO), and the Nationa
Association of Smdl Busness Investment Companies (NASBIC).

SBA has executed agreements with both NADCO and NAGGL to support the Agency’s initiatives.
With the Community Development Financia Ingtitutions Fund (CDFI), Department of Treasury, SBA
has co-chaired the Interagency Work Group on Microenterprise Development.

SBA is expanding formd relaionships with a number of entities including agencies such as the United
States Department of Agriculture, the National Federation of Community Development Credit Unions,
and the Association for Enterprise Opportunity and state and loca development agencies.  Also
important is the partnership with the Small Business Development Centers that assst a large number of
amdl companiesin obtaining loans.

In the internationa marketplace, 19 agencies, under the direction of the Commerce-directed Trade
Promoation Coordinating Committee (TPCC), offer both financid and business development assistance
to smal exporters. SBA meets regularly with these groups to discuss challenges, propose program
initiatives, work on developing new products, and avoid duplication of effort.

55



U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

GOALSAND RESOURCES

External Factors

Although the demographics, terms and conditions, and purpose of the 7(a), 504, Microloan, and SBIC
programs vary dgnificantly, economic conditions strongly affect the demand for these products. If
interest rates rise, a credit crunch often occurs. Supply of resources for technica assstance and the
aggressiveness of the intermediaries will determine whether we reach our Microloan targets. We will
work closdly with our intermediaries to ensure a successful expansion of the program.

If the economy remains strong, surety bond guarantees will remain condtant or decrease, but if the
economy deteriorates, demand will increase. Congressond support of the programs, particularly those
elements that require legidative changes, is a critical success factor. Findly, the continuing uncertainty in
overssas markets, the overal strength of our own domestic economy, lack of finance, and lack of
export promotion information are four impediments to small companies entering the export market. Our
success in simulating more small exporters is dependent on our ability to develop and make available
the appropriate export finance and information tools to overcome these impediments to export growth.

| Objective 3: Improve Access to Procurement Opportunities I

SBA is regpongble for promoting the use of smdl businesses in the nearly $190 billion Federd
procurement market. Our efforts hep to ensure that Federd agencies comply with datutory
requirements to buy a portion of their goods and services from smadl busnesses. SBA helps smdl
busnesses paticipate in the Federd marketplace by working with departments and agencies to
establish procurement goas, monitor performance, advoceting the use of smal business sources, and
providing procurement training and technicad assstance to smdl firms. Through these activities, agencies
procured $43 hillion from smal businesses in FY 1999 or 23.1 percent of Federa prime contract
dollars.

SBA works with Federa agencies to identify suitable procurement opportunities for smal businesses,
and plan innovative procurement drategies and outreach programs to reach the smdl business
community. We provide hands-on technica assstance and training to smdl firms so that they can fill
Federd requirements efficiently and cogt-effectively, serve as a source of innovation, and contribute to
our Nation's economic hedth and vitdity. In a dynamic procurement environment, we are educating
gmal businesses on how to trangtion from paper-based business transactions into the expanding
electronic commerce marketplace. We are dso educating Federd agencies on how to use our smal
business programs to their best advantage.
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PERFORMANCE INDICATORSAND RESOURCESREQUESTED
(Dallars in Thousands)

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002

Actual Actual Actual Estimate  Projected
Performance Indicators
Achieve mandated shares of Federal Prime contract dollars:
- to small businesses 23.4% 23.1% N/A 23% 23%
- to women-owned businesses 2.2% 2.5% N/A 5% 5%
-to small and disadvantaged businesses (incl 6.5% 6.6% N/A 5% 5%
8(a))
- to service disabled veteran-owned businesses N/A N/A N/A 2.9% 3%
- to small businessesin HUBZones N/A N/A N/A 2.0% 2.5%
8(a) program client success rate 3 yrs after N/A N/A 65% 68% 70%
graduation
Resour ces ($000):
Gov Contracting /Business Development Operating $16,601 $18,300 $18,576 $19,926 $20,658
Expenses
Non-Credit Initiatives
7(j) Technical Assistance 2,850 2,600 3,950 3,600 3,600
BusinessLINC 0 0 0 7,000 0
Pro-Net 232 363 454 500 500
Small Disadvantaged Business 10,409 9,750 8,643 1,800 1,800
SBIR Technical Assistance 0 0 496 1,500 1,500
SBIR FAST 0 0 0 3,500 3,500
HUBZones Program 2,000 2,000 1,978 2,000 2,000
Procurement Programs 0 0 0 0 500
Subtotal 32,092 33,013 34,097 39,826 34,058
Agency Support Cost Estimates
Regional & District Offices (Field Support) N/A N/A 24,148 25,070 26,150
Executive Direction Support N/A N/A 4.734 4,820 4,970
Management & Admin Support N/A N/A 4,416 4,348 4,422
Agency-wide (Rent, Telecom, etc.) N/A N/A 5,659 6,813 7,226
Subtotal 34,228 41,051 42,768
Total $68,325 $80,877 $76,826
Programs

Our Procurement Access Strategy to improve access to procurement opportunities has four key
dements

1. Increase the number of opportunities for smal businesses to perform Federd contracts a the
prime and subcontract levels.

2. Increase the economic viability of smdl and smal disadvantaged businesses by providing
contract opportunities and other business devel opment ass stance to those firms who qudify.
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3. Increase the economic viability of smdl disadvantaged and smal businesses in Higoricdly
Underutilized Business Zones (HUBZones) by providing contract opportunities and other
business devel opment assistance to those firms who qudlify.

4. Facilitate the commercidization of Federd research by providing access to capitdl.

SBA’s primary objective is to increase Federd prime contract and subcontract dollars to small
busnesses. As agencies use larger consolidated contracts that are often not suitable for small
busnesses to perform as prime contractors, we must ensure that efforts are made to increase
subcontracting opportunities for these companies. SBA negotiates with each Federd department and
agency to establish annud prime contracting gods and subcontracting gods for their large prime
contractors. Based on FY 1999 data, agencies are awarding about 38 percent of Federa procurement
prime and subcontract dollars to small businesses. We believe our goas should remain constant through
FY 2002. However, SBA will continue to work with the agencies to ensure that small businesses
participate in Federd contracting to the maximum extent possible.

Through the Prime Contracting Program, SBA works with Federal agencies to increase smdl business
opportunities in the Federa acquisition process by reviewing their acquistion plans and making
appropriate recommendations to set-aside opportunities for smal businesses. SBA provides smdl
business sources to acquistion officids and counsds smal businesses on how to sdl to the Federd
Government.

Under the Subcontracting Program, SBA works with the Federal Government's large prime contractors
to ensure that smdl busnesses receive a far share of subcontracting opportunities.  The SBA
accomplishes this by reviewing the subcontracting plans of large prime contractors and by bringing
together large and smdl businesses to facilitete the formation of mutudly beneficid private sector
relationships.

For example, the Federd Contract Assistance for Women's Business Program encourages Federa
agencies to develop long-term comprehensive drategies that expand opportunities for women-owned
smal businesses in order to meet the 5 percent women-owned small business god. The Office is dso
developing regulations to implement the women-owned smal business set-aside program authorized by
the SBA reauthorization bill of FY 2000. This program authorizes set-asides in indusiries determined
by SBA, whose women-owned businesses are under-represented.

Through the Natura Resources Saes Program, SBA ensures that small businesses obtain afair share of
Federal red and persona property authorized for sdle or other competitive dispostion.

Through the Certificate of Competency Program, SBA hdps smdl businesses that are gpparent
successful low-bidders on government requirements, but whose ability to perform is questioned by
contracting officers.
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The Procurement Marketing and Access Network, PRO-Net, is one of SBA's key tools in ensuring
that small businesses participate fully in the Federd market for goods and services. PRO-Net is the
Federd Government's officialy established and recognized database of small businesses seeking to do
business with the Government. It holds records of more than 200,000 small businesses, including smdll
disadvantaged businesses, veteran-owned, Native American-owned, and women-owned smal
busnesses. Per gatutory/regulatory requirements, PRO-Net is the authoritative database of firms
certified under the 8(@) Business Development and HUBZone Empowerment Contracting Programs,
and as catified smdl disadvantaged businesses. The Federa acquisition community, state and loca
governments, and prime contractors use PRO-Net in identifying small business vendors.

The HUBZone Empowerment Contracting Program helps smal businesses that are located in, and
employ resdents of, "higtoricaly underutilized business zones" The program provides for Federd
Contract set-asdes, sole source awards, and price evauation preferences for HUBZone small
businesses. The government-wide statutory goa for this program is to award of 2.5 percent of the tota
Federa procurements to such firms in FY 2002. Through this program, SBA seeks to increase
employment, promote capitd investment, and encourage economic development in these communities.
To accomplish this, SBA certifies digible firms, maintains a database of certified firms, and conducts
random and targeted compliance reviews. SBA a0 utilizes its procurement ass stance professionas to
ass< these firmsin marketing Federd contract opportunities.

The 8(@) Business Development Program assists firms owned and controlled by economicaly and
socidly disadvantaged individuds to enter and succeed in the economic mainstream. SBA helps digible
small businesses in a structured developmenta process over a 9-year program participation term.

SBA provides access to business development opportunities authorized under section 8(a) of the Small
Business Act. Assstance includes access to sole source and limited competition Federal contract
opportunities. We work with Federal acquisition agencies to develop contract opportunities for program
participants, and asss firms with partnering, teaming, and joint venture arrangements in support of their
business development plans.

Under the 7()) Program, SBA awards grants, contracts, and cooperaive agreements for the
development of training and technica assstance to companies owned and controlled by socidly and
economically disadvantaged individuas, or companies located in aress of high unemployment, and firms
located in areas of low income.

SBA catifies qudifying companies as Smdl Disadvantaged Businesses (SDBs). Certification endbles

eligible companies to obtain certain procurement preferences. This activity has been funded under
Economy Act Agreements with the top 20 Federa procuring agencies.
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SBA encourages smdl business innovation by establishing government-wide policy for the Small
Business Innovation and Research (SBIR) and Smadl Business Technology Transfer (STTR) Programs.
Through award of research and development assistance grants, these programs promote the flow of
innovative products and services from smal businesses to Federd and commercia markets.

Through the Federd and State Technology Partnership (FAST) Program, SBA will make matching fund
grants to date organizations to strengthen the technologica competitiveness of smal busnesses. The
Rurd Outreach Program provides grants to gpproximately 25 dates to increase participation in the
Smdl Business Innovation Research Program.

SBA develops smdl business sze standards for Federd programs so that small business assstance is
provided to itsintended beneficiaries.

Human Resour ces

We will provide training for our procurement specidists mandated by the Defense Acquistion
Workforce Improvement Act (DAWIA) of 1991 and subsequent legidation gpplicable to the civilian
workforce. Thistraining is epecialy important as the pace of efforts to reform the acquisition processis
chdlenging SBA’s acquidition and contracts specidists as never before. To meet these chdlenges,
acquisition personnd must perform at higher standards, be flexible, and keep pace with professiona
development trends, especialy contracting certification in accordance with DAWIA.

We a0 plan to provide professond development training to Business Opportunity Specidists in our
didrict offices that service portfolios of 8(a8) Busness Development program participants. This training
will address changes taking place in the Federd marketplace, streamlining of 8(a) Program operations,
improved business counsdling techniques, and leveraging resources to provide enhanced management
and technical assstance. As part of thistraining, we will provide guidance to gaff in the determination of
initid and continuing digibility, especidly thet of economic disadvantage.

We plan to hold the second annud didrict office liason training conference for the HUBZone
Empowerment Contracting Program. All didrict office liasons and Government Contracting Area
Directors will atend. Training will cover the use of geocoding software, newly deployed eectronic
gpplications, database reporting systems, and statutory and regulatory updates.
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Evaluations, Analyses, and Surveys

SBA began a HUBZone benchmarking study to help assess changes in employment opportunity and
investment in distressed urban and rurd communities as a result of the HUBZone program. A report is
duein late FY 2001. Thisinformation will be used to develop our report to Congress on the program in
FY 2002.

Office of the Inspector General
OIG Management | ssues

The management chalenges were identified by the OIG for the Congress in December 2000. The
current status of the specific action steps and milestones agreed upon by the OIG and each program
office in response to the OIG’ s specific recommendations are discussed below.

Challenge: More participating companies need access to business development and contracts
in the 8(a) Business Development program.

Summary: The bulk of the dollar value of 8(a) Business Development (BD) contracts go to a
relatively small number of companies in the program. SBA is participating in a recently formed
interagency task force designed to, among other things, improve business development
initiatives, including access to contracts. The Agency needs to give greater emphasis to business
devel opment assistance and encourage a more equitable distribution of contracting opportunities
to program participants.

Gods
Refocus the 8(@) BD program to emphasize busness development, develop criteria defining
“business success,” and graduate participants once they reach those levels,

Develop a mechanism that ensures contracting opportunities are more equitably distributed to 8(a)
BD program participants.

Actions Taken or Planned:
SBA plans to refocus the role of the Didrict Office Saff where their highest priority will be heping
inform smal businesses about the Federa procurement process, Federd and non-Federd
contracting opportunities, and best practices in procurement opportunities. SBA is planning to send
out anew 8(a) BD Standard Operating Procedure to the field during calendar year 2001.
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To address needed reform and achieve mgor improvement in the results of the 8(a) BD program,
the Department of Defense Change Management Center, SBA, and the Office of Management and
Budget, jointly sponsored the formation of a Rapid Improvement Team (RIT). The RIT, comprised
of key dtakeholders and interested saff from SBA, was asked to identify breskthrough
opportunities and recommend actions for Federd government-wide 8(@) BD program
improvements. The process began November 1, 2000.

SBA plans to propose severa sgnificant changes that it believes will make the 8(a) BD program
more acceptable to procuring agencies and less cumbersome to administer, including:

Reduce cumbersome regulations and administration and streamline 8(a) processes.

Reduce or diminate some unredlistic expectations held by participants, and focus on facilitating
business development initiatives, including access to Federd agency contracts.

Reduce or diminate SBA’s role of having sole responghility for developing firms, and cregte a
Federa government-wide program coordinated by SBA that leverages al agencies resources
to promote growth of Section 8(a) firms.

Challenge: SBA needsclearer standar dsto deter mine economic disadvantage

Summary: New standards for determining economic disadvantage should be established to
effectively measure diminished capital and credit opportunities - the definition included in the
law. SBA anticipates issuing procedural guidance on the definition of “ economic disadvantage”
based on revisions to be made by a new interagency task force. The Agency should: (1) redefine
“economic disadvantage” using objective, quantitative, qualitative, and other criteria that
effectively measure capital and credit opportunities; and (2) provide sufficient training to SBA
staff responsible for evaluating companies.

Gods
- Redefine “economic disadvantage” using objective quantitative and quditative criteria that
effectively measure capitd and credit opportunities.

Provide sufficient financia and analyticd training to Business Opportunity Specidigts to endble them
to more accurately evauate acompany’s business profile and competitive potential.
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Action Taken or Planned:
SBA added provisons to the regulations to prevent 8(@) BD gpplicants and participants from
trandferring assets to family members.

Annua review procedures, desgned to access continuing program dligibility, were modified and
training was provided to SBA fidd dtaff.

SBA will work with RIT team to develop recommendations to define “economic disadvantage.”
Based on the results from the RIT, SBA officids plan to issue draft procedural guidance by
September 30, 2001, to ensure an objective and comprehensive review of Section 8(a) applicant
and/or participant’ s economic status.

Challenge: SBA needs to clarify its rules intended to deter 8(a) Business Development
participants from passing through procurement activity to non-8(a) Business Development
firms.

Summary: SBA's rules, while restricting the amount of a contract that a Section 8(a) firm may
pass through to a non-Section 8(a) firm, allow many non-participating companies to receive
substantial financial benefit. SBA intends to include value-added resellers as a legitimate industry
under the North American Industry Code. SBA needs to tighten the definition of
“manufacturing” to preclude the pass-through practice of making only minor modifications to
the products of other manufacturers.

Gods
Tighten the definition of “manufacturing” to preclude the pass-through practice of making only minor
modifications to the products of other manufacturers.

Action Taken or Planned:
SBA proposes to define vaue-added resdlers (VARS) as legitimate categories of business. SBA
has dready published a notice in the Federdl Register seeking comment on VARS. The 8(a) BD
program will use this information and work with the Office of Sze Standards to develop an
appropriate size and category for VARs.

Cross-Cutting I ssues

SBA is charged with providing busness development assstance to firms owned by socidly and
economicaly disadvantaged individuas through Federal contract program grants, and cooperative
agreements with service providers for management and technical assstance. SBA accomplishes this
through partnerships with other Federal, state and loca agencies and the private sector.
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For example, SBA participates in monthly meetings with the agencies directors of the Offices of Small
and Disadvantaged Business Utilization to discuss our smal business program and Strategies to increase
small business participation in Federal contracts. We adso plan to partner with the Department of
Defense to offer assstance to smal businesses through Electronic Commerce Resource Centers and
Procurement Technicd Assgance Centers. We will develop additional partnerships with other
agencies. Additiondly, we plan to:

Work with private organizations to develop specid dectronic malls to facilitate the participation of
gmdl and small disadvantaged businesses in Federd purchases made dectronicaly.

Explore the increased use of the Internet to increase the coverage of Federd buying activities by our
Procurement Center Representatives.

Maintain a proactive stance on combating contract bundling by aggressvely identifying bundled
procurements for small business participants.

Encourage increased partnering of smdl and large businesses to enhance the capacity and
compstitiveness of smdl contractors.

Work with the Office of Federa Procurement Policy and the Procurement Executives Council to
enhance the efficiency with which Federd buyers can utilize 8(8) and women-owned smdl
businesses.

Increase efforts to secure procurement opportunities for small businesses in desgnated HUBZones
to build on the success of the certification effort.

External Factors

Acquistion reform has changed the way agencies buy goods and services. SBA must continue to work
with Federd agencies to develop dternative procurement Srategies that will maximize smal busness
participation in this changing environment, while a the same time ensuring efficient and cos-effective
procurement reform. It is also critica for SBA to develop positive cooperative working relationships
with the mgor procurement agencies in the Federd Government, resource partners, and mgor prime
contractors to improve access and opportunities for small businessesin Federa procurement.

SBA published find regulations in FY 2000 to implement the contract bundling provisons s&t forth in
the SBA Reauthorization Act of 1997. The regulations establish guideines to assst agencies in
determining whether planned acquisitions that consolidate requirements are necessary and judtified.
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SBA has trained its Procurement Center Representatives (PCRs) on the new regulations, will work
aggressvely to educate the Federd acquisition work force about the new procedures, and will take the
seps necessary to ensure that these procedures are enforced. These efforts will both further
procurement reform and continue to ensure our Nation's smdl businesses play a Sgnificant role in
Federa acquistions.

SBA is charged with implementing the smal business procurement objective of 3 percent of prime and
subcontracts to service-disabled veteran-owned small businesses established by the Veterans
Entrepreneurship and Small Business Development Act of 1999. On October 11, 2000, the Federa
Acquistion Regulatory Council published an interim procurement regulaion that requires service-
disabled veteran-owned smal businesses to represent their small business satus. The agencies must dso
include a provison in ther contracts that requires prime contractors to use their best efforts and
edablish goas for subcontracting with both veteran and service-disbled veteran-owned small
businesses.

During FY 2002, SBA will continue to educate Federd contracting officids, smdl busness officias, and
prime contractors about this new small business objective. SBA will aso work with the Office of
Federd Procurement Policy to change its policy directives to incorporate this new procurement
preference objective.

Objective 4: Provide and Improve Access to Entrepreneurial Development Assistance

Lack of management and technicd assistance is an impediment to small business success. With thisin
mind, providing access to entrepreneuria development assistance is one of SBA’s four principa
objectives as the Agency helps more businesses get started and stay in business.

SBA annudly assists more than 1 million small businesses through a vest network of resource partners
and dectronic access points. Business development information, education and training are offered a
more than 1,100 locations nationwide. These include the Online Women's Business Center, SCORE
Online, nearly 1,000 Small Business Development Centers (SBDC), 11,400 Service Corps of Retired
Executive (SCORE) volunteers, 70 Business Information Centers (BIC), 17 Triba Business Information
Centers (TBIC), 22 One Stop Capita Shops (OSCS), 19 US Export Assistance Centers (USEAC), 4
Veterans Business Outreach Centers, and 70 Women's Business Centers (WBC).! The Agency is dso
continuing to create customer-centered Internet gpplications that empower entrepreneurs to easily
access government information.

1 There are currently 67 Women's Business Center grantees representing 70 centers. Some of the grantees fund multiple locations.
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Performance I ndicator s and Resour ces Requested
(Dollars in Thousands)

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002

Actual Actual Actual Estimated Projected
Performance Indicators
Achieve high customer satisfaction rate:

Women'’s Business Centers 76% N/A N/A 80% 80%
BICs N/A N/A 93% 93% 93%
0OSCS N/A N/A 89%* 80% 80%
SBDC? 85% N/A N/A 80% 80%
V eterans Business Opportunity Centers N/A N/A N/A N/A 85%
SCORE N/A N/A N/A 80% 80%

Resources ($000)
Office of Veterans Business Development
V eterans Business Devel opment Assistance $ 371 $ 733 $ 615 $ 0 3 750

V eterans Business Devel opment Corporation N/A N/A N/A 3,992 0
Disability Related Business Initiatives
New Freedom Initiative N/A N/A N/A N/A 5,000
National Women's Business Council 473 600 600 750 750
Office of Entrepreneurial Development (ED) 4,543 5,296 6,700 5,403 5,027
ED Programs & Special Initiatives
SBDC 71,561 89,817 84,074 88,013 75,806
Drug Free Workplace 0 0 3,469 3,500 5,000
SCORE 3,937 3,660 3,471 3,750 4,000
Business Information Centers 499 700 495 500 500
Women's Business Centers 4,292 8,000 8,926 12,000 12,000
Commerce Reimbursement - SWOBE 992 750 783 694 694
One Stop Capital Shops 3,100 3,100 3,206 3,100 3,100
Native American Outreach 607 0 0 0 0
Subtotal 90,375 112,656 112,339 121,702 112,627
Agency Support Cost Estimates:
Regional & District Offices (Field) N/A N/A 28,165 29,238 30,500
Executive Direction Support N/A N/A 3,571 3,635 3,749
Management & Administrative Support N/A N/A 3,517 3,463 3,622
Agencywide (Rent, Telecom, etc.) N/A N/A 7,494 9,026 9,569
Subtotal 42,747 45,362 47,340
Total $ 155086 $ 167,064 $ 159,967

1 89% is based on a pilot of the Boston, MA One Stop Capital Shop. A full survey will be conducted in FY 2001.
2 Customer satisfaction results are based on a biannual study conducted by the Association of Small Business Development Centers.
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Programs & Special Initiatives

SBA provides business assistance programs through the Office of Entrepreneurid Development, the
Nationd Women's Business Council, the Office of Veterans Busness Development, and Disability
Redated Busness Initiatives. The Office of Entrepreneurid Development manages programs thet provide
direct service to the smdl busness community. Entrepreneurid development programs and specid
initigtives provide information, education, and training opportunities to smal busness owners and
individuds interested in Sarting a business.

The National Women's Business Council serves as an independent advisor to the President, Congress,
and the Interagency Committee on Women's Business Enterprise, and the SBA on issues concerning
women in busness, and the effectiveness of Federa programs desgned to foster women's
entrepreneurship.

SBA supports the needs of veterans through the new Office of Veterans Business Development. This
office was officidly established on January 12, 2001. It is regponsible for the formulation, execution, and
promotion of policies and programs of the Adminidration that provide assstance to smal business
concerns owned and controlled by veterans and service-disabled veterans. The office also supports
other SBA veteran-oriented objectives. It serves as a voice for veterans by acting as an ombudsman
for full condderation of veterans in al programs of the Adminigtration. It supports ensuring veterans
access to capital through marketing and outreach efforts. It will hedp make Federal procurement
opportunities avallable to veterans by working to ensure that 3.0 percent of Federd prime and
subcontracts go to service-disabled veteran-owned small businesses.

The Disability Related Business Initigtives assg smdl busnesses in the implementation of the
American’'s With Disabilities Act and foder entrepreneurship among people with disabilities.
Implementation of Presdent Bush's New Freedom Initiative will be a mgor focus in FY 2002. This
initiative will provide smdl busnesses with training and technicd assstance to help them comply with the
Americans with Disdbilities Act (ADA). This training will result in increased hiring of people with
disabilities and an increase in customers who will be able to frequent smdl businesses. A $5 miillion
dollar budget is requested for this activity.

The Office of Entrepreneuria Devel opment manages the following programs:

Paul D. Coverdell Drug-Free Workplace Program (DFWP): Through this program, SBA funds
organizations that provide technicd assstance services to smdl businesses to implement programs
to address the issue of drugs in the workplace. Examples of services provided by intermediaries
include drug free workplace policy devdopment and training, drug testing, Employee Assstance
Program services and genera drug-free workplace education.
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Women's Business Centers (WBC): Through the WBC program, SBA provides grants to non-
profit organizations to train and counse women entrepreneurs.  In addition, the Online Women's
Business Center offers a 24-hour Internet Ste with information amed specificaly a women
entrepreneurs.

Service Corps of Retired Executives (SCORE): Though a network of 11,400 counselors and 389
chapter locations, SCORE provides counsdling and training services to more than 350,000 clients
annudly.

E-Commerce and Distance Learning: Through this initiative, SBA is developing digance learning
and other advanced learning applications to deliver E-Commerce and other virtud business
development information to small businesses.

Small Business Development Centers (SBDC): SBDCs provide management and technical
assigtance to small businesses though a network of service centers located throughout the United
States, Puerto Rico, U.S. Virgin Idands, Guam and American Samoa.

Business Information Centers (BIC): Through a network of 70 locations, BICs provide
entrepreneurs access to computers and other business resource materials. Pre-business and in-
business counsdling and training are dso available at BIC locations usng SCORE volunteers.

One Sop Capital Shops (OSCS): 22 OSCSs are operated in partnership with the local
communities and provide clients a one-stop location for financid and business assistance through a
full range of Federd, state and local resources.

Tribal Business Information Centers (TBIC): In partnership with Triba colleges, 17 TBICs
provide entrepreneuriad development assstance to Native Americans interested in darting or
expanding asmdl business.

Evaluation, Analyses and Surveys

Cugtomer Satisfaction Surveys. In September 2000, SBA contracted the University of Michigan to
conduct three surveys of clients from the One Stop Capita Shops, Service Corps of Retired Executives
(SCORE), and Women's Business Centers. The contractor conducted the interviews in February and
March and will submit afind report in the soring of 2001.
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Review of the SBDC program. Between December 2000 and March 2001, SBA conducted a
traditiond program review of the SBDC network to 1) describe SBDC inputs, outputs and outcomes,
2) identify sgnificant management issues regarding the SBDC network, cooperation with SBA and SBA
oversght; 3) identify “best practices’ in the network and suggest ways to emulate these “models’; and
4) identify idess to make the SBDC more respongve to client and community needs, and use
technology more effectively.

Cross-Cutting Programs

SBA provides management and technica assistance through partnerships with other Federd, state and
loca agencies and the private sector. For example, SBA and the Department of Commerce (DOC)
provide different programs and services to American minority businesses, and focus on different market
segments.  SBA provides counsding and technica/management assstance to hdp smdl firms write
business plans, apply for loans, compete for Federa contracts, and run their businesses. SBA focuses
on long-term competency-based skills and indtitution building. DOC provides services to minority
businesses, regardless of size, and seeks to enhance the continued development of these firms by
increasing their access to resources and markets.

In the past, the Office of Veterans Affars (now the Office of Veterans Busness Development)
patnered with the Office of Smal and Disadvantaged Business Utilization in the Department of
Veterans Affairs, to conduct business-management briefings on resources within SBA which help smdl
business grow and improve in doing busness with the Federd Government. The SBA and the
Departments of Veterans Affairs and the Department of Labor (DOL) have entered into an MOU to
asss dissbled veterans to become entrepreneurs by providing the necessary entrepreneuria
development assistance needed to start a company.

The Office of Veterans Busness Development is working in conjunction with the Department of
Veterans Affairs Center for Veterans Enterprise, the Department of Labor Assstant Secretary for
Veterans Employment and Training, the DOL Office of Disability Policy, the Associaion of Smadl
Business Development Centers, the Service Corps of Retired Executives, the Nationad Veterans
Business Development Corporation, and the organized veterans community to implement significant
outreach to veterans and the service-disabled veterans smal business community.

We are aso working with the Department of Commerce (DOC), the Nationd Indtitute of Science and

Technology (NIST), the United States Department of Agriculture (USDA) and the Minority Business
Development Agency (MBDA) of the DOC on E-Commerce outreach and training.
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The Disability Related Business Initiative is cross-cutting in that it works with the Socid Security
Adminigration, Department of Labor, Depatment of Education, and Depatment of Defense and
Depatment of Veterans Affars, to deveop interagency educationd sessons on lending,
entrepreneurship, resource sharing and required training.  This cooperative effort works to support the
market education for entrepreneurs with dissbilities

External Factors

No other SBA program exemplifies the importance of “shared outcomes’ more than the “access to
entrepreneurial development assistance’ programs. With the positive and cooperative assstance from a
host of business resource partners, SBA is adle to reach out to more than 1 million smdl firms annudly.
Additiondly, with new emphasis on ddivery of management and technical assstance via the dectronic
media, a critical success factor will be access to and training in the use of the Internet.  Findly,
availability of resources and stakeholder support are essentia to successful implementation of this

Srategy.

The SBA, through the Office of Veterans Business Development, has established a relationship with the
National Veterans Business Development Corporation. The relationship is critical to our efforts to
reach and develop initiatives designed to meet the needs of the veteran and service-disabled veteran
small business market. Working with the Corporation (a public/private initiative) enables SBA to engage
the private business community and develop cost-effective and efficient ways of furthering our efforts.
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GOAL 2: HELP FAMILIES AND BUSINESSES RECOVER FROM DISASTERS

In the wake of physica disasters, SBA's disaster loans are the primary form of Federd assistance for
non-farm, private-sector disaster losses for individuals and businesses. The disaster loan program is the
only form of SBA assgtance not limited to small businesses. SBA’s disaster loans help homeowners,
renters, businesses of dl Szes, and nonprofit organizations fund rebuilding and recovery efforts.

SBA operates a direct loan program to assst victims of naturd disasters and supports the servicing and
collection of these loans after they have been made. We make disaster loans totaling approximately $1
billion each year, and we have an active portfolio of about $8 hillion in loans. In FY 2000, SBA
included alarge number of disaster loansin its Assets Sale Program.

Recent legidation was passed to establish two additional categories of economic injury disaster loans.
The Pre-disaster Mitigation Pilot Loan Program is a 5-year program that provides financid assstance to
gmdl businesses paticipating in the Federd Emergency Management Agency's (FEMA) forma
mitigation program to protect property from future disaster damage. The legidation authorizes SBA to
use up to $15 million of loan authority in each fiscd year. The Military Reservist Economic Injury Loan
Program provides financid assstance to smdl businesses that are economicaly impacted because its
owner(s) or employe(s) are called up for active duty due to amilitary conflict.

SBA disaster assstance is a criticd source of economic stimulation in disaster-ravaged communities.
Eligibility is based on financid criteria.  Current interest rates charged to borrowers are determined
according to statutory formulas: i.e., a lower rate, not to exceed 4 percent, is available to gpplicants
without credit avallable esewhere; and a higher rate, not to exceed 8 percent, for those with credit
available dsawhere. SBA offers physica disaster loans to individuas and businesses of any size, and
economic injury loansto smal businesses without credit availaole dsewhere.

The dallar volume of approved loans varies widdly from year to year, reflecting the difficulty of planning
and accurate forecasting of the next disaster. Because it is difficult to predict disasters, SBA’s primary
objective is to offer victims qudity, timely, easy access, and cod-effective help to rebuild their homes
and businesses. Customer satisfaction is akey measure of success for this program.
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Performance I ndicator s and Resour ces Requested
(Dallars in Thousands)

FY 1993 FY 1999 FY 2000 FY 2001 FY 2002
Actual Actual Actual  Estimated  Projected

Performance Indicators

Field presence within three days of a disaster 100% 100% 100% 98% 98%
Achieve high customer satisfaction rate N/A N/A 81% 80% 80%
Applications processed within 21 days 7% 60% 91%" 80% 85%
Resour ces ($000)

Disaster Assistance Operating Expenses
Disaster Loan Making $ 79116 $ 85926 $ 83929 $ 91013 $ 40,000
Disaster Loan Servicing 25,012 30,808 29,523 34,056 30,000
Loan Program Subsidy 149,953 170,427 173,908 144,353 32,850
Subtotal 254,081 287,161 287,360 269,422 102,850

Agency Support Cost Estimates:

Regiona & District Offices (Field Support) N/A N/A 9,321 9,677 10,094
Executive Direction N/A N/A 5,162 5,252 5419
Management & Admin Support > N/A N/A 0 0 0
Agencywide Costs (Rent, Telecom, etc.) N/A N/A 4,148 4,994 5,294
Subtotal 18,631 19,923 20,807
Total® $305991 $289345 $123657

Evaluation, Analyses and Surveys

SBA will continue to conduct qudity reviews of its disaster loan underwriting and documentation
process. Customer surveys will be conducted to measure the effectiveness and ddivery of disaster
assistance.

Cross-Cutting I ssues

Systematic coordination among Federd, state and locd agencies is necessary before and during a
disaster to ensure effective, efficient delivery of the array of recovery programs. The Federa Response
Plan (FRP) describes the initiation, coordination and implementation of the wide array of Federd
disaster programs that provide assistance directly to individuas, families and business owners attempting
to recover from the effects of a mgor disaster (Presdentid declaration). The Stafford Act assgns
FEMA the coordination role, in which multiple Federa assistance programs are reviewed, initiated,
implemented, and delivered to address the unique needs of a particular disaster area. Interagency
coordination is critical to promote efficient, consstent Federd action.

1 In FY 2000, the bulk of the loan activity occurred during the first 3 months of the fiscal year, enabling the program to exceed the
loan processing goal due to low levels of activity in the remaining months.
2 The majority of the Management and Administrative support for Disaster is directly funded by the $70 million appropriation for
program operating expenses.
% These numbers represent spending and were funded partially with carryover balances.
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It dso heps avoid ad hoc decison making, funding initiatives at cross-purposes, repliceting efforts (e.g.
multiple damage assessments, ingpections, environmentd reviews), and duplicating bengfits.

Disagter assistance programs for individuds, families, and businesses often overlap in thelr coverage and
purpose. Section 312 of the Stafford Act requires that no person, business concern, or other entity
recelve Federd disaster assstance for any part of aloss that has been covered by any other program,
insurance, or any other source. FEMA has established a policy and procedure that outlines when
duplication can occur, and describes procedures for preventing and rectifying duplication.

The following ddivery sequence edtablishes the order in which the mgor forms of overlapping
assistance should be provided:

1. Voluntary organizations emergency assdance and insurance proceeds, including
additiond living-expense benefits

2. Disager temporary housng assdance, including rentd asssance, funds for minima
repairs, and provison for housing units

3. SBA and United States Department of Agriculture disaster loans
4. Individud and family grant awards

5. Additiond assgtance from voluntary organizations

External Factors

The sngle mog important externd factor is the unpredictability of disasters. Helping families and
businesses recover from disasters requires SBA to work closdy with the FEMA as wdl as other
Federd, state and locd agencies. SBA must coordinate closely with FEMA to establish disaster-
assstance centers when natura disasters strike, provide expedited responses, cut paperwork, and
cregte ongoing partnerships with voluntary agencies, businesses, and indudtries in the affected area.
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GOAL 3: IMPROVE SBA MANAGEMENT

SBA is an Agency that is continuing to transform itself to meet the chalenges and opportunities of a
globd marketplace.  This integrated budget and peformance plan patidly documents this
transformational process. We have dready made changes and continue to improve how we manage
ourselves and our resources. Similar to the private sector, SBA needs to increase the pace of change
and reform itsdlf based on areexamination of the role of the Federa Government. Our guiding principle
is to meet the needs of today’'s citizens, credting a culture that is results-oriented (not process-
oriented), citizen-centered (not bureaucracy-centered), and market-based (promoting, not Hifling,
innovation and competition). To achieve our overdl god of modernizing the Agency, we have identified
gx critical management objectives (1) Managing for Results (Trangparency and Accountability); (2)
Trandforming the Workforce (Human Capitd Investment); (3) Modernizing our Information Systems
(Information Technology Investment); (4) Improving Financid Management; (5) Improving Credit
Program Management; and (6) Creating Electronic Government.

Objective 1: Manage for Results |

Performance Goal: Create Culture of Results

The Results Act requires Federal agencies to ingtitute changes to enable them to measure and declare
the value of public sector programs to improve the internal management and decison-making of related
public expenditures. The core of the Results Act is the ability of a Federa Agency to be trangparent
(i.e., define our work, our success, and our costs) and to be accountable (i.e., measure and report on
our progress).

To achieve an acceptable leve of trangparency and accountability in the Executive Branch, Congress
requires agencies to develop goals, objectives, and drategies for success and to submit multi-year
drategic plans, annud performance plans, and annuad performance reports.  SBA is mesting this
Congressiond requirement by integrating its annua performance plan with the budget contained in this
document as wdll asits annua performance report with its program and financial accountability report in
the recently released “ Performance and Accountability Report.”

To manage for results, SBA must ensure that performance information is valid and verifiable, and thet it
has a cogt alocation system that links resources with results achieved.
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Office of the Ingpector General (O1G) Management Challenge

The OIG has incorporated the need to improve managing for results in its December 2000 mgjor
management chdlenges.

Challenges SBA needs to improve its managing for results processes and produce reliable
performance data

Summary: SBA needs to develop effective outcome measures, ensure that its performance data
are accurate and reliable, and establish systems to manage for results. The Agency has taken
steps to identify more program outcomes, improve performance measures, and increase the
accuracy of its data. SBA still needs to develop (1) Agency-wide guidance on preparing
performance goals and indicators, (2) standards and procedures for data verification and

validation, and (3) client surveys and other methods to obtain outcome information.

Gods:
Develop guidance involving the preparation of organizationa performance gods and indicators

Develop and promulgate standards and procedures for data verification and validation
I ssue guidance to providers on how to count clients served, client counseling and training sessons
Develop a dlient survey to measure impact of counsdling and training

Action Planned
Develop guidance for preparation of organizationd performance gods and indicators

Develop and promulgate standards and procedures for data verification and validation

| ssue guidance on how to count clients served, client counsdling, and business training sessons
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Objective 2: Transform the Workforce

Performance Goal: Ensure a Workforce with theright skillsand correct placement.

SBA has changed sgnificantly and will continue to change in the way it operates. We are moving
toward a more technologically driven operation, focused on providing business development assistance,
oversight, and building partnerships to help serve the needs of smal business. We are phasing out some
functions, reemphasizing others, and cregting new ones. Some new functions include:

Management and technical assistance tallored to smal and disadvantaged, HUBZone, disabled
veterans, and other entrepreneurs with disabilities.

Oversght of lenders and business partners
Response to asset saes
Marketing and outreach to small business segments and our resource partners

Management of information technology (IT Security, IT Invesment Management, Internet, Quality
Assurance, IT Acquistion, Configuration Management)

Cresgting E-Government and E-Commerce

Changes in how we do business and the demands of the New Economy cregte Situations where we lack
geographic or functional employee baance. We must keep pace with the leve of skill and technology
of our lending partners, snce they originate 75 percent of our loans. We are committed to a thoughtful
workforce transformation process for our affected employees. Through discussons with our union
partners, we will invest in our human capita by providing employees with trangtion services and training.
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Office of Inspector General (O1G) Management Challenges

Challenges Maximizing program performance requires that SBA fully implement its human
capital management strategies.

Summary: The nature and scope of SBA's work has changed significantly, requiring a different
set of skills in the Agency’s workforce to maintain productivity. SBA has prepared an analysis
that projects future workforce needs, expanded training and candidate development programs,
and contracted for a workload and staffing study. The Agency needs to continue to develop its
workforce planning, re-training, and other human capital management activities to ensure
optimal performance of its employees.

Godls,

|dentify the knowledge, sKills, abilities, and other characterigtics that employees will need to perform
successfully in SBA’s new business environmertt.

Develop a succession plan for senior leaders and candidate devel opment programs.

Ensure that employees receive adequate training to improve job performance.

Action Taken

Developed a comprehensive “Workforce Transformation Plan” that outlines the current workforce
numbers and skills, and estimates the number of employees needed categorized by types of skills
needed in the future.

Conducted aworkload and staffing andyss of SBA Headquarters.

Provided leadership training to 134 SBA executives and senior managers and trained more than
200 supervisorsin leadership competencies.

Reingtated candidate development programs for executives and didtrict directors for successon
planning.

Completed competency models for Marketing and Outreach Specidist and Public Information
Officer positions, and trained more than 300 employees in the skills required.
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Objective 3: M odernize Information Systems |

Performance Goal: Provide Effective and Efficient IT Support to Program Ddivery

Our financid management and information systems were developed when SBA was primarily a direct

lender, and are currently more than 20 years old. They do not comply with many new guiddines and

standards, including enhanced systems security, integration, standard databases and reporting, and a
standard generd ledger. They also do not fully support our trangition to the role of overseer of resource
partners, nor do they meet SBA’s need for quicker, more comprehensive, and accurate information on
program performance (Results Act compliance).

SBA isredefining how it does business to include outreach, marketing, and program oversight. We are
using informetion technology, particularly the Internet, to become more widdy accessble to smdl firms.

Through modernizing our information systems, we can ensure reasongble data accuracy, improve
decison-making, and increase productivity and cost-effective service delivery to more smdl business
customers. Effective systems modernization requires replacement of old and outdated legacy systems,
and ingdlation of a new technology infrastructure. Once completed, these improvements will improve
program oversght, enhance program management, and permit more accurate and timdy financid

reporting.
Our System Modernization Initiative (SM1) is divided into four phases:

1. Phase | is a Loan Monitoring System (LMS) which addresses loan and lender monitoring. The
LMS system includes loan management, lender management, and risk management. The LMSis an
automated systems solution designed to automate the business functions necessary to manage
SBA'’s portfalio, principaly: process applications for loans and loan guarantees, service loans and
loan guarantees, process payments and disbursements, liquidate and litigate, maintain subsidiary loan
ledgers, perform debt collection, lender oversight, risk management, subsidy rate caculations, and
portfolio management.

2. Phae Il is the Joint Accounting and Administrative Management System (JA’MS) and Disaster
Credit Management Modernization (DCMM). JA?MS will provide common processing routines
and support data for critical financia management functions affecting the entire Agency. SBA will
have a fully integrated and modern financid management system that includes human resources,
procurement, travel and finance (budget, reporting, and accounting). DCMM will define the
requirements for a paperless loan application process to be used by the Office of Disaster
Assgance. This system will expedite the disaster loan gpprova process and result in substantial
savings in personnd and travel expenses.
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3. Phase Il includes Government Contracting and Business Development and Entrepreneurid

Development. In order to more fully monitor the use of resource partners in these areas and
quantify the performance of these programs, SBA will develop a client tracking database and
identify counsding and training that is conducted on a conagtent and rdligble bass. This data will
aso dlow usto better identify not just outputs but also program outcomes.

Phase IV will upgrade SMI functions which will greetly affect our ahility to achieve our gods. an up-
to-date technology infrastructure that can support new work processes and systems, (2) astrong I T
security program; and (3) IT standards management and governance. We must also upgrade our
telecommunications network to support large data transfers at faster speeds and must be able to
handle the increased complexity of hardware and software interfaces that accommodate effective
data interchange with lending and resource partners. To succeed, we must ensure that our 1T
infrastructure remains current.

Findly, security will become increesingly important as we become more automated. We must
assure the public, as well as our resource partners, that we have the security policies, practices, and
infrastructure to maintain the privacy, confidentiaity, and integrity of the data that we collect and
exchange with them. We redlize that maintaining good security requires a continuous commitment of
resources and management attention.

Office of Inspector General (OIG) Management Challenges

Challenge: SBA faces significant challengesin moder nizing its major loan monitoring and
financial management systems

Summary: SBA has ambitious plans to upgrade its systems for loan monitoring and financial
management, but implementing those plans will require sustained commitment to achieve
objectives and overcome system development obstacles. The Agency has identified modernizing
these systems as a major priority and has made progress in developing information technology
procedures and controls. SBA needs to continue to formulate and implement sound procedures
for system development and acquisition to enable more effective and efficient loan monitoring
and financial management.

Godls,

Adopt policies and procedures and define processes for investment sdection, control, and
evauation.

Develop a systematic process for architecture development, establish policies and procedures for
architecture maintenance, and set atarget date for implementation of the maintenance process.
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Develop a plan to inditutiondize and enforce agency-wide use of SBA’s Systems Development
Methodology (SDM).

Establish palicies, procedures, and processes for software development and software acquisition
and develop a mechanism to enforce them.

Action Taken
SBA has taken steps to drengthen and indtitutiondize its “ Information Technology (IT) Planning and
Investment Control Process” to improve sdection and control of IT projects in a portfolio
environment and to improve formulation of the IT budget.

To address pagt criticisms and help support its srategic gods, the Office of the Chief Information
Officer developed and started implementing the SDM. SDM is a set of procedures and quality
controls intended to reduce risks in the development of new information systems and ensure that
new systems function asintended by owners and stakeholders.

SBA has begun development and implementation of a cost accounting system. In addition, SBA has
implemented a cost alocation modd to assign codts to each mgor program, activity and function.

The Agency has completed an IT architecture document and established procedures for its
maintenance.

SBA has developed configuration management and quality assurance procedures for SMI projects.

Challenge: Information systems security needs improvement

Summary: SBA operations depend heavily on the Agency’s information systems, and the security
of these systems is critical. The Agency has made a substantial commitment of resources for
enhancing computer security, providing technical staff support, and developing security training.
SBA needs to fully implement its agency-wide systems security program to include assessing
risks, establishing policies and controls, promoting awareness, and evaluating security
effectiveness.
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Gods

=  SBA neads to fully implement and maintain an ongoing information Security program amed a
understanding and reducing its information security risks.

Action Taken
Committed more than $1.2 million in personnd and contract support to enhance the Agency’s
computer security program

Increased the number of authorized personne for IT security from 2 to 9 and acquired additiona
contractor support to conduct security reviews

Removed computer security as one of SBA’s materia weaknessesin the FY 2000 audit

Issued an updated computer security policy document that incorporated security policies covering
the latest Agency technology including dlient servers, email, and the Internet

Documented the computer security program and produced guidance documents and templates for
the performance of computer security functions within the Agency

Completed certification and accreditation reviews for eight of the most senstive systems
Developed a security training program
Continued work on developing criticd infrastructure protection and security plans

Action Needed
Perform vulnerability assessmentson dl critica cyber-based infrasiructure

Complete remedid plansfor vulnerabilitiesidentified by the risk assessments
Deveop amulti-year funding plan

Include infrastructure assurance functions in the drategic planning and performance measurement
framework
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Objective 4. Improve Financial M anagement |

Performance Goal: | mprove Financial Management

Since the passage of the Chief Financid Officers Act of 1990 (CFO Act), SBA has become aleader in
Federd financid management. In essence, SBA is primarily a financid indtitution, due to the levd of
credit extended annudly and aloan portfolio more than $50 hillion. Asafinancid inditution, excellence
in financia management is paramount to ensuring public confidence in SBA.

Office of Ingpector General (O1G) Management

The OIG hasincorporated its December 1999 cost accounting challenge into its December 2000 Mg or
Management Chalenge on modernizing Agency information systems for loan monitoring and financia

management.

Objective 5: Improve Credit Program Management I

Performance Goal: |mprove Loan Portfolio Performance

SBA mugt maintain the financid gability and soundness of our $50 hillion loan portfolio. As with
financid indtitutions in the private sector, we have the fiduciary respongibility to make our loan guaranty
decisons wisdy and guard our current investments carefully. Risk management issues have become
more critical as we have initiated a change to partnering with banks, outsourcing our core processes,
and sdling our assats. In FY 2000, SBA placed greater reliance on the credit decisons of its lending
partners to originate approximately 75 percent of al business loans. Congress has required us to
outsource servicing 30 percent of our disaster home loans. In the past 2 years, we have implemented a
highly successful asset sale program and will continue to srategically sel our loan portfalio.

As more of the loan-making, servicing and liquidation processes are outsourced and centrdized, SBA's
exposure on loan guaranties becomes increasingly subject to the credit policies and actions of the
participating lenders. To protect the taxpayers interests and to ensure the long-term viability of our
lending programs, we have begun to build a system to identify, understand, and respond appropriatey
to the behavior of SBA’s lending partners in a timey way. As described previoudy, the Loan
Monitoring Sysem (LMYS) is pat of SBA’s Sysems Modernization Initiative and will creste an
automated monitoring system for SBA’s portfalio.
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Federd guiddines now require Federd credit agencies to include lender oversight in their program
management. OMB Circular No. A-129, “Policies for Federal Credit Programs and Non-Tax
Receivables,” requires Federd credit agencies to track and evauate lender performance, including
ddinquency, default and clam rates. The Joint Financid Management Improvement Program (JFMIP)
guidelines on Guaranteed Loan System Reguirements smilarly require Federd agencies to monitor
lender and servicer performance, identify lenders or servicers for regular or specid review based on
performance characteristics, and periodically review lenders and servicers on-gte.

One of SBA’s mgor management challenges is to make sure our lenders take prudent and appropriate
risk. With thisin mind, we are improving our ability to assess, forecast, and manage risk.

Key objectivesinclude:

Ddinegting the difference between conventiona bank lending and SBA guaranties by industry at
different pointsin the economic cycle.

Delinegting an optimization of risk/benefit ratio for small business borrowers.
Detecting excessive risk-taking by margina lenders earlier in the loan cycle.
Implementing a graduated system of enforcement to dow margind lending activity.
Forecasting portfolio performance.

The Office of Lender Oversight is developing models and processes to meet the above objectives.
Performance measures addressing ddinquency and purchase and default rates among other itemswill be
defined and monitored for individud lenders and by loan program. Monitoring these measures will
alow the Agency to track trends by lender and within the loan portfolio. The new gpproach will alow
longitudind comparisons of lender behavior both among individud lenders, and thet of an individud
lender to a norm (constant) derived from the behavior of the portfolio as a whole. By andyzing both
loan portfolio performance and lender behavior, the Agency gains a broad andytica tool in which to
improve performance.
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Office of the Inspector General (O1G) Management Challenges
Challenge: SBA needsto continueimproving lender oversight.

Summary: As SBA becomes increasingly dependent on private lenders to carry out business loan
functions, an effective lender oversight program is critical for ensuring that lender activities
serve Agency objectives and comply with all rules and procedures. SBA has established an Office
of Lender Oversight, completed the second round and started the third round of Preferred
Lender Program (PLP) reviews, completed the second cycle of safety and soundness
examinations of the non-depository Small Business Lending Companies (SBLC) and begun
development of a comprehensive loan monitoring system. The Agency needs to ensure that all
non-PLP lenders are reviewed periodically on a consistent basis, fully implement the loan
monitoring system, establish baseline goals and measures for lender processing errors, and
compare actual performance to goals.

Gods.
- Ensurethat dl non-PLP lenders are reviewed periodicaly and on aconsstent basis. Results must
be documented, and recommendations made to correct any problems found.

Implement a comprehendive Loan Monitoring System (LMS) that will enable SBA to better
evauate the quality of alender’s SBA portfolio. Factors to be considered should include loan
volume, loan origination, loan seasoning, and ddinquency and defaullt rates.

Establish baseline goals and measures for lender processing errors and periodicaly compare
performance to gods.

Implement the Strategic plan for lender oversight.

Action Taken
SBA has established an Office of Lender Oversight.

PLP lenders are reviewed annualy by the PLP Review Branch with contractor help.
SBA is continuing to conduct Quaity Service Reviews of dl digtrict office functions.

SBA hasinitiated steps to develop and implement a comprehensive Loan Monitoring System
(LMYS) to evaluate lender performance.

SBA hasimplemented an examination program for the Agency’s 14 Smdl Business Lending
Companies.
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SBA modified the PLP certification renewa process to strengthen the process for eva uating lender
performance in loan origination and processing.

Objective 6: Create Electronic Government

Performance Goal: UsetheInternet to Serve Entrepreneursand Small Businesses.

Electronic commerce (EC), loosdy defined, is usng computers, telecommunications and dl avalable
electronic resources to conduct business. For SBA, the E-Government (e-gov) vision revolves around
customer sarvice. Our objectives are to (1) educate smal businesses on the importance of using
electronic commerce services in their businesses (e-commerce), and (2) deliver products and services
to smal businesses anytime/anyplace through the Internet (e-gov).

At the core of our e-government and e-commerce strategy is an effort to create a horizontaly integrated
suite of programs and services available to smal companies anyplace, when they need it, and in aformat
that is user-friendly, comprehensve and cost effective. We will use information technology and
communications to implement dectronic business transactions that will replace the current paper
intensive processes as required by the Government Paperwork Elimination Act.
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Salariesand Expenses Appropriation

The Sdaries and Expenses (S&E) appropriation provides funding for non-credit programs and
initiatives and for costs incurred by Headquarters and fidd gtaff in the adminigtration and operation of
SBA programs. Non-credit programs and initiatives include al SBA business assistance programs not
related to loans, such as procurement assistance and business development assistance for women and
minorities. They aso include management and information technology initiatives that improve SBA’s
operations. Funding for administration and operation (hereafter referred to as the operating budget)
pays for on-going personnel and support costs, including costs to support the adminidration and
management of the non-credit programs.  As such, the S& E account is insrumentd in the achievement
of SBA’s performance goas to help smal businesses succeed, assst disaster victims, and improve
overdl SBA management.

The FY 2002 Presdent's Budget requests $321.2 million in new budget authority for the S&E
appropriation, a decrease of $89.4 million from the FY 2001 appropriated level. Of this amount,
$153.9 million is for non-credit programs (a reduction of $101.2 million from the FY 2001
gppropriation). For the operating budget, including fee income and transfers from the Business Loan
gopropriation and the Disaster Assistance appropriation for adminidrative expenses pursuant to the
Federd Credit Reform Act of 1990, the request will provide $309.2 million in tota resources (an
increase of $13.0 million over FY 2001). A summary of the President’s Request for Sdaries and
Expensesfollows:

Inc/(Dec)
FY 2000 FY 2001 Fy 2002  vsFY 2001
Actua Edimate Request Edimate

Salariesand Expenses:
New Budget Authority $ 32800 $ 410635 $ 321219 $ (89416)
Transfer from Business Loans Program 129,000 129,374 129,105 (269)
Transfer from Disaster Loans Program 20,000 9,854 9,854 0
Transfersfrom Other Agencies 11,654 5,000 1,800 (3,200)
Offsetting Collections - Fees 3331 3,000 3,000 0
Estimated Gainsharing 0 3,000 3,000 0
Carryover from Prior Fiscal Y ear 4,089 2,791 0 (2,791)
Recoveries 10 0 0 0
Returned to Treasury (10,500) 0 0 0
Transfer to Other Accounts (4,248) (1,898) 0 1,898
Carryover into Next Fiscal Y ear (2,791 0 0 0
Rescinded Funds A ppropriated (3185) (903) 0 903
Balance Expired (674) 0 0 0
Total Salariesand Expenses $ 460486 $ 560853 $ 467978 $ (92875
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Non-Credit Programs and Initiatives ($158.8 million)

The FY 2002 request includes $158.8 miillion for non-credit programs and initiatives. Of this amount,
nearly $76 million is for the Smal Business Development Centers to provide long-term counsgling and
traning to smdl businesses throughout the country. The remaining funds will dlow SBA to provide
outreach and technicad assstance to smdl businesses, especidly women, veterans, and minorities,
through programs such as Microloan technical assistance, Women's Business Centers, and Veteran's
Business Assigance. Other non-credit programs such as HUBZone Empowerment Contracting and
7(j) Technicd Assstance provide an advocate for smal businessesin the government contracting area.

In addition to funding business assstance programs, the Non-Credit Programs and Specid Initiatives
account funds management and information technology initiatives to help transform SBA’s workforce
and modernize its infrastructure. Funds are requested to upgrade systems, implement risk management
techniques, improve interna controls, trangtion the workforce, and update technology infrastructure to
help meet SBA’s long-term goals.

Operating Budget ($309.2 million)

Thetotd authority requested for SBA’s operating budget is $309.2 million, an increase of $13.0 million
from the FY 2001 enacted level. The smal increase (3.9 percent) is primarily for the general sdary pay
raises of 3.6 percent in January 2002 and for mandatory rate increasesin rent that are passed directly to
SBA by the Generd Services Adminigration. The request for SBA’s operating budget reflects the
minimum requirement needed to provide efficient cusomer services, ensure a motivated and trained
workforce, and maintain an effective infrastructure to support SBA programs and activities. In fact,
SBA will further reduce its workforce by 150 positions during FY 2002. The operating budget portion
of the S&E appropriation funds five mgor types of cods: Program Support, Field Operations,
Executive Direction, Management and Administration, and Agency-wide Costs. It does not include
funding for disaster assgtance direct expenses, these are covered under the Disaster Loan
Appropriation. Descriptions of these mgor components of the operating budget follow.

Program Support ($51.9 million)

Funding for program support activities covers the cogts of providing government contracting assistance,
business development assistance, training and outreach activities, and capita access programs. Most
adminidrative expenses for non-credit programs are included in this group. Funding requirements
reflect the needs of headquarters offices as well as servicing centers that process loan guarantees and
sarvice SBA’s portfalio.
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Field Operations ($147.4 million)

Funding for field operations covers the cost of operating 10 regiona and 70 didtrict and branch offices
throughout the United States and Puerto Rico. The regiond and didtrict offices are the locations where
SBA personnd interact with customers and deliver SBA’s programs and activities to the Nation's 25
million smdl business cusomers

Executive Direction ($34.1 million)

Executive Direction offices are responsble for adminigtratively supporting SBA's program offices.
Requirements include policy andysis and support, financid management, legd representation, hearings
and appeds, equa employment opportunity/civil rights compliance, congressona and public interface,
marketing to SBA’s condtituency, and advocating the smdl business community within the governmenta
process. An estimate of the cost of Executive Direction is provided in the Performance Indicators and
Resources Reguested section of each godl.

Management and Administration (29.6 million)

Management and Adminidration offices are respongble for the formulation and execution of policies
and procedures tha maximize the utilization of SBA’s primary internd resources, incuding human
resources, information technology, and adminidrative services. An estimate of the cost of Management
and Adminigtration is provided in the Performance Indicators and Resources Requested section of each

god.
Agency-wide Costs ($46.2 million)

Agency-wide costs comprise fixed expenses that the Agency must incur to support the annua leve of
program funding. These codts include teecommunications, postage, rent, worker's compensation,
centralized training, in-house printing, trangit benefits subsdy, and reasonable accommodation expenses.
Estimates for Agency-wide costs are provided in the Performance Indicators and Resources Requested
section of each godl.
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SALARIES AND EXPENSES

For necessary expenses, not otherwise provided for, of the Small Business Administration as
authorized by Public Law 105-135, including hire of passenger motor vehicles as authorized by
31 U.SC. 1343 and 1344, and not to exceed $3,500 for official reception and representation
expenses, [331,635,000,000] $321,219,000: Provided, That the Administrator is authorized to
charge fees to cover the cost of publications developed by the Small Business Administration,
and certain loan servicing activities: Provided further, That, notwithstanding 31 U.S.C. 3302,
revenues received from all such activities shall be credited to this account, to be available for
carrying out these purposes without further appropriations. Provided further, That
[ $88,000,000] $75,806,000 shall be available to fund grants for performance in fiscal year
[2061] 2002 or flscal year [2092] 2003 as authorized by sectlon 21 of the Small Busu ness Act, as

In addition, to reimburse the Small Business Administration for qualified expenses of delinquent
non-tax debt collection, to be derived from increased agency collections of delinquent debt, 5
percent of such collections but not to exceed $3,000,000. (Departments of Commerce, Justice,
and Sate, the Judiciary, and Related Agencies Appropriations Act, 2001, as enacted by section
1(a)(2) of P.L. 106-553).




U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

APPROPRIATIONS LANGUAGE AND DESCRIPTION

91



U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

APPROPRIATIONS LANGUAGE AND DESCRIPTION

Business L oans Appropriation

The Business Loans gppropriation includes the funds to cover the taxpayer's cost of providing direct
and guaranteed loans to new and existing smal businesses throughout the United States.  Financing to
gmdl businesses is made ether directly or in cooperation with banks or other financid indtitutions
through agreements to participate on a deferred (guaranteed) bass, or through approved Microloan
intermediaries. Through its business loan programs, SBA provides capita, credit and equity assstance
to help develop and strengthen America s smdl businesses and contribute to the country’ s economy.

As required by the Federa Credit Reform Act of 1990 (FCRA), the Business Loans program account
includes the subsidy costs associated with direct loans obligated and loan guaranties committed in the
fiscd year in question.

The Business Loans program account aso includes administrative expenses associated with the delivery
of business loan programs. Subsidy amounts are estimated on a present vaue basis, and adminigtrative
expenses are esimated on a cash bass. Funds for administrative expenses are gppropriated to this
account and then transferred to the Sdlaries and Expenses account to be obligated and outlayed in that
account.

The FY 2002 budget requests $1.5 million for the subsidy costs associated with direct loans, $0 for the
subsidy costs associated with guaranteed |oans and debentures, supporting and atotal program leve of
$17.6 billion in “net” loan gpprovas to small businesses during FY 2002. These gpprovas include the
effect of loan increases, decreases, and cancdllations. In addition, the Budget requests $129 million for
adminigtrative expenses to be transferred to the Sdaries and Expenses account.
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Business L oan Programs Appropriation
(Dallars in Thousands)

Inc/(Dec)
FY 2000 FY 2001 FY 2002 vsFY 2001
Actual Edimate Reguest Edimate
New Budget Authority
Section 7(a) Guaranty $ 107390 $ 114960 $ 0 $ (114,90
Section 7(a) Guaranty - DELTA 0 0 0 0
Y 2K Loans' 110 0 0 0
Section 504 CDC Guaranty 0 0 0 0
Section 504 CDC Guaranty - DELTA 0 0 0 0
Microloan - Direct 0 2,250 1,500 (750)
Microloan - Guaranty 0 0 0 0
New Market Venture Capital 6,000 22,000 0 (22,000)
SBIC - Participating Securities 24,300 26,200 0 (26,200)
SBIC - Debentures 0 0 0 0
Rescinded Funds - Appropriation 0 (364) 0 364
Subtotal — L oan Programs 137,800 165,046 1,500 (163,546)
Adminigrative Expense
New Budget Authority 129,000 129,000 129,000 0
Rescinded Funds - Appropriation 0 (284) 0 284
Subtotal — Administrative Expense 129,000 128,716 129,000 284
Total New Budget Authority $ 266800 $ 293762 $ 130500 $ (163262
Business Loans- Summary
Program Level $ 13180670 $ 17565152 $ 17595075 $ 29923
New Appropriation $ 266800 $ 294410 $ 130500 $ (163910
Carryover from Prior Fiscal Y ear 30,100 24,719 9,114 (15,605)
Carryover into Next Fiscal Y ear (24,719) (9,114) (8,798) 316
Transfer to Other Accounts (135,000) (129,974) (129,105) (231)
Recoveries 4211 1,169 0 (1,269)
Balance Expired (13,200 0 0 0
Transfer from Other Accounts 9,500 0 0 0
Rescinded Funds - Appropriation 0 (648) 0 648
Subsidy Budget Authority $ 137792 $ 181162 $ 1711  $ (179451

! Program authority expired 12/31/00.
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Section 7(A) Loan Guaranty Program

(Dollars in Thousands)

Inc/(Dec)

FY 2000 FY 2001 FY 2002 vsFY 2001

Actual Egimate Request Edimate

Program Level $ 9679569 $ 11008547 $ 10,700,000 $ (308547)

New Subsidy Appropriation 107,390 114,960 0 (114,960)

Carryover Balance - Beginning of Y ear 5,632 12,924 0 (12,924)

Recoveries 2,685 1,169 0 (1,169)

Carryover Balance - End of Year (12,924) 0 0 0

Transfer from Other Accounts 9,500 0 0 0

Rescinded Funds - Appropriation 0 (253) 0 253

Subsidy Budget Authority $ 112283 $ 128800 $ 0 $ (128800

Subsidy Rate' 1.16% 1.17% 0.00% (1.17%)
Base Program

The 7(8) Loan Guaranty Program is the SBA'’s primary business loan program. The SBA guarantees
up to $1 million of a $2 million maximum loan. At present, the guaranty can be for as much as 85
percent on loans of $150,000 or less and 75 percent on loans of more than $150,000 (except Export
Working Capita loans, which receive a guaranty of up to 90 percent). A borrower may have more
than one SBA loan a atime, so long asthe total amount does not exceed the SBA’s guaranty cap of $1
million. The only exceptions are the Internationa Trade and DELTA loan programs, as noted in the
following pages.

The SBA has a number of specidized loans under the 7(a) Program that help fill the particular needs of
smdl businesses:

SBA LowDoc: SBA’s Low Documentation Loan Program (LowDoc) offers a one-page SBA
gpplication form and centraized processing with a rapid turnaround on approvals for loans of $150,000
or less. SBA established a requirement to process completed applications within 3 days. Proceeds
may not be used to repay certain types of existing debt.

SBAExpress. SBAEXxpress provides SBA guaranties on loans $150,000 or less, dlowing lenders to
use their own forms and processes. In return for this convenience, lenders receive a maximum 50
percent guaranty.

1 FY 2001: The Authorization Bill includes changes that lower the rate to 1.16% effective December 21, 2000. The rate was 1.24%
from October 1, 2000 to December 21, 2000.
FY 2002: Assumes proposed fee changes (under 1 year = 1%, <=$150,000 = 1.5%, >$150,000 and <=$700,000 = 3.5%; > $700,000
= 4%,; pass-thru <= $150,000 = 0.5%, >$150,000 = 0.8875%) to lower rate from 1.07% current services rate to 0%.
A



U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

APPROPRIATIONS LANGUAGE AND DESCRIPTION
Section 7(A) Loan Guaranty Program

(Dollars in Thousands)

CAPLines: Under this program, SBA helps smdl busnesses meet their short-term and cyclica
working capital needs. A CAPLines loan can be for any dollar amount and the SBA will guarantee
75 percent up to $1 million (85 percent on loans of $150,000 or less). There are five short-term
working capitd loan programs for smal businesses under the CAPLines umbredla seasond line,
contract line, builders' line, standard asset-based line, and small assat-based line.

Pregualification Loan Program: Through the Prequdification Loan Program, intermediaries
assist women, minorities, and veterans as well as exporters, rurd markets and designated
geographica areas, to develop viable loan application packages and secure loans. This program is
apilot and combines the Women and Minority Prequdification Pilots established in 1994. It dlows
SBA to prequalify guaranties of up to $250,000 before a business owner gpproaches alender.

International Trade Loan Program: The International Trade Loan Program helps smadl
businesses that are elither engaged in internationd trade, preparing to engage in internationd trade or
adversdy affected by competition from imports. SBA can guarantee as much as $1.25 million in
combined working capitd, facilities, and equipment loans (including any other current SBA loan
guaranties).

Community Express. Community Express is Smilar to SBAEXpress except that it provides the
maximum guaranty available to loans up to $250,000. That is, 75 percent on loans over $150,000
and 85 percent on loans up to and including that amount. The unique feature of this program is that
it requires lenders to arrange for technical assstance to be provided to meet the needs of the
borrower. The program is targeted to businesses located in low and moderate income areas and
those owned by women, minorities, and veterans.

Community Adjustment and Investment Program (CAIP) Under a Memorandum of
Understanding (MOU) with the Department of Treasury, SBA guarantees 7(a) loans to businesses
in communities adversdly affected by the North American Free Trade Agreement (NAFTA) without
guarantee fees. Thisfeeis paid from a specid fund provided by the Department of Treasury.

9%
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Section 7(A) Loan Guaranty Program (DELTA)

(Dollarsin Thousands)

Inc/(Dec)

FY 2000 FY 2001 FY 2002 vsFY 2001

Actual Egimate Request Edimate

Program Level $ 15,552 $ 20,000 $ 20,000 $ 0
New Subsidy Appropriation 0 0 0 0
Carryover Balance - Beginning of Year 4,796 4511 4,137 (374)
Carryover Balance - End of Year (4)511) (4,137) (4,005) 132
Transfer to Salaries and Expenses 0 0 0 0
Subsidy Budget Authority $ 285 $ 3714 $ 12 % (242
Subsidy Rate 1.83% 187% 0.66% (1.21%)

Base Program
The Defense Loan and Technicad Assstance Program (DELTA) is ajoint effort between SBA and the

Department of Defense. It provides both financid and technical assistance to defense-dependent small
firms adversaly affected by defense cuts and base closings to hep them diversfy into the commercid
marketplace. The maximum SBA loan guarantee under DEL TA is 80 percent for dl loanswith a $1.25
million loan caling.
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Section 504 Development Company L oan Program

(Dallars in Thousands)

Inc/(Dec)
FY 2000 FY 2001 FY 2002 vsFY 2001
Actual Edimate Request Edimate
Section 504/CDC Guar antees
Program Level $ 1808649 $ 3750000 $ 3750000 $ 0
New Subsidy Appropriation 0 0 0 0
Carryover Balance - Beginning of Y ear 0 0 0 0
Recoveries 0 0 0 0
Carryover Balance - End of Y ear 0 0 0 0
Transfer to Salaries and Expenses 0 0 0 0
Subsidy Budget Authority 0 0 0 0
Subsidy Rate' 0.00% 0.00% 0.00% 0.00%
Section 504/CDC Guarantees (DELTA)
Program Level $ 257 3 2472 % 2,500 $ 28
New Subsidy Appropriation 0 0 0
Carryover Balance - Beginning of Y ear 1031 1,028 1,006 (22)
Recoveries 0 0 0 0
Carryover Balance - End of Year (1,028) (1,006) (985) 21
Transfer to Salaries and Expenses 0 0 0 0
Subsidy Budget Authority $ 3 % 2 3 21 % @
Subsidy Rate 113% 0.89%% 0.84% (0.05%)

Base Program
The 504 Development Company Loan Program is ddivered through a network of Certified

Development Companies (CDCs) that provide smal businesses with long-term fixed-rate financing for
the purchase of land, buildings and long-life equipment. The program is designed to endble small
businesses to creaste and retain jobs in their business service areas and to meet other legidatively
mandated public policy purposes. A CDC is generdly a nonprofit corporation that is set up to
contribute to the economic development of its community or region. There are about 300 CDCs
nationwide. SBA guarantees debentures issued by the CDC for up to 40 percent of the project cost,
up to $1.3 million.

! No appropriation is required due to the annual adjustment of fees to maintain a 0% subsidy rate. For FY 2002, the fee will be low-
ered from 0.472% 0 0.410%.
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Microloan Program
(Dallars in Thousands)

Inc/(Dec)
FY 2000 FY 2001 FY 2002 vsFY 2001
Actual Edimate Request Edimate
Miroloan Direct

Program Level $ 27204 $ 25531 % 20575 $ (4,956)
New Subsidy Appropriation 0 2,250 1,500 (750)
Carryover from Prior Y ear 2521 198 0 (198)
Recoveries 0 0 0 0
Carryover into Next Y ear (198) 0 0 0
Transfer to Salaries and Expenses’ 0 (158) (105) 53
Rescinded Funds - Appropriation 0 (5) 0 5
Subsidy Budget Authority 2323 2,285 1,395 (890)
Subsidy Rate 854% 895% 6.78% (2.17%)

Microloan Guaranty L oans
Program Level $ 1150 $ 2000 $ 20000 $ 0
New Subsidy Appropriation 0 0 0 0
Carryover from Prior 2,700 2,604 2,445 (159
Recoveries 0 0 0 0
Carryover into Next Y ear (2,604) (2,445) (2,282 163
Transfer to Salaries and Expenses 0 0 0 0
Subsidy Budget Authority $ % $ 15 3 163 % 4
Subsidy Rate 8.32% 7.95% 817% 0.22%

Base Program
The Microloan Program makes loans up to $750,000 to intermediaries who in turn make very smdl

loans ($35,000 and under) to entrepreneurs traditiondly considered “unbankable’ largely due to
inexperience with credit, lack of assets or the need for on-going technica assstance. They may have no
prior business experience, have no credit history (or a blemished one), have been on public assstance,
live in an area of economic downturn or face other factors that would cause traditiond lenders not to
congder them viable dlients. Therefore, this program is accompanied by a technicad assstance grant
program tha provides a dgnificant contribution to the viability of the business and supports the
repayment of the debt.

! By SBA statute, 7% of the annual appropriation is to be transferred to Salaries and Expenses to provide training to Microloan in-
termediaries.

2 The amount shown consists entirely of funds carried over from FY 2001 and may be reduced if expenditures during FY 2001 are
different from projections.
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Each loan generates gpproximately 1.7 jobs, and if aborrower was awelfare recipient, it is common for
them to hire other welfare recipients. Since its inception in 1992, more than 100 intermediary lenders
have made $121 million in Microloans to more than 12,000 smal businesses. This program was made
permanent with the passage of P.L. 105-135 in December 1997.

100



U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

APPROPRIATIONS LANGUAGE AND DESCRIPTION

Small Business I nvestment Company Programs
(Dallars in Thousands)

Inc/(Dec)
FY 2000 FY 2001 FY 2002 vsFY 2001
Actual Egimate Request Egimate

Participating Securities
Program Level $ 1260630 $ 2104580 $ 2500000 % 395,420
New Subsidy Appropriation 24,300 26,200 0 (26,200)
Carryover Balance - Beginning of Y ear 320 1,928 0 (1,928)
Recoveries 0 0 0 0
Carryover Balance - End of Y ear (1,928) 0 0 0
Transfer from Debentures 0 0 0 0
Rescinded Funds - Appropriation 0 (58) 0 58
Transfer to Salaries and Expenses 0 (500) 0 500
Subsidy Budget Authority 22,692 27570 0 (27,570)
Subsidy Rate' 1.80% 1.31% 0.00% (1.31%)

SBIC - Debentures
Program Level $ 33495 % 500000 $ 600,000 $ 100,000
New Subsidy Appropriation 0 0 0 0
Carryover Balance - Beginning of Y ear 13,100 1,526 0 (1,526)
Recoveries 0 0 0 0
Carryover Balance - End of Year (1,526) (1,526) 0 1,526
Balance Expiring (13,200) 0 0 0
Recoveries 1,526 0 0 0
Subsidy Budget Authority $ 0 $ 0 $ 0 $ 0
Subsidy Rate” 0.00% 0.00% 0.00% 0.00%
Base Program

The need for the Smadl Business Invessment Company Program (SBIC) was established by a 1958
Federal Reserve Board Study, which identified amajor gap in capital markets for long-term financing of
smaller growth-oriented businesses. The SBIC program was reinvented in FY 1994 with the creation
of anew participating security program and the issuance of find regulaions implementing a sweeping
overhaul of the program. SBICs, licensed and regulated by SBA, are privately owned and managed
investment firms who make their own investment decisons.

! FY 2002 assumes proposed fee change from 1.0% to 1.376% resulting in 0% subsidy rate.
2 No appropriation is required due to the annual adjustment of fees to maintain a 0% subsidy rate. For FY 2002, the fee will be low-
ered from 0.88% to 0.866%.
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Small Business Investment Company Program

SBICs use ther own funds, plus funds from borrowing with an SBA guaranty (referred to as
“leverage’), to make venture capital invesments in smdl busness. The entire private capital of an
SBIC is dways at risk ahead of the funding guaranteed by the SBA. This program serves one of the
most important missons of the Agency--that of heping quaified smdl enterprises secure the capita to
dart, maintain or grow a business.

The SBIC Program furthers this misson by: (1) fadlitating the formation of privady-owned and
operated investment companies to serve as a source of equity capital and long-term loans to new or
expanding smal busnesses, and, (2) supplementing investment companies privae capitd with funds
made available through SBA guarantees.
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New Markets Venture Capital Program

(Dallars in Thousands)

Inc/(Dec)
FY 2000 FY 2001 FY 2002 vsFY 2001
Actua Edimate Reguest Edimate
Program Level $ 0o $ 15202  $ 0 $ (152022
New Subsidy Appropriation 6,000 22,000 0 (22,000)
Carryover Balance - Beginning of Y ear 0 0 0 0
Recoveries 0 0 0 0
Carryover Balance - End of Y ear 0 0 0 0
Transfer to Other Accounts (6,000) 0 0 0
Rescinded Funds — Appropriation 0 (48) 0 48
Transfer to Salaries and Expenses 0 0 0 0
Subsidy Budget Authority $ 0 s 21952 $ 0 3 (21,952
Subsidy Rate 15.00% 14.44% 1447% 0.03%
Base Program

This Program was funded in FY 2001 for debentures spanning 10 years. The consolidated
Appropriations Act of 2001 (P.L. 106-554) authorized SBA to provide loans to geographic areas with
high unemployment or low income to help spur economic development in “new markets” This loan
program duplicates the effects of tax incentives also included in the bill. The Act included a 30 percent
tax credit for invesments in these areas, which will provide $1.5 billion in invesments over a 10 year
period. As aresult, funding for the New Markets Venture Capital loan program in FY 2002 will not

be necessary.
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APPROPRIATIONS LANGUAGE AND DESCRIPTION
Surety Bond Guaranty Revolving Fund Appropriation

(Dallars in thousands)

Inc/(Dec)

FY 2000 FY 2001 FY 2002 vsFY 2001

Actual Edimate Request Edimate

Surety Guarantees $ 0o $ 0 % 0 $ 0
Total Budget Authority $ 0 $ 0 % 0 $ 0
Total Obligation $ 3300 % 0 $ 0 3 0
Adjustmentsto Obligations 0 0 0 0
Offsetting collections $ (3,300) 0 0 0
Appropriation $ 0 $ 0 $ 0 $ 0

Base Program

The Smdl Business Adminidration (SBA) is authorized to issue bond guarantees to surety companies
for condruction, service and supply contracts that do not exceed $2 million and to reimburse these
sureties up to 90 percent of the losses sustained if the contractor defaults. SBA’s guarantees provide
the incentive necessary for sureties to issue bonds to smdl contractors who could not otherwise
compete in the contracting indudtry.

The Surety Bond Guaranty Program is ddivered through the Prior Approval Program and the Preferred
Surety Bond (PSB) Program. Under the Prior Approval Program, SBA must gpprove each surety
bond guarantee agreement. The surety receives a 90 percent guarantee if the bonds are issued on
behdf of a socidly and economicdly disadvantaged firm or if the totd amount of the contract does not
exceed $100,000. Otherwise the SBA’s guarantee will not exceed 80 percent.

Under the Preferred Surety Bond (PSP) Program, participating sureties are authorized to issue, monitor,
and service bonds without SBA’s prior gpprovad. Guarantees under this program are limited to 70
percent. Currently, there are 15 participating sureties in the program.

Each of these programs provides assstance to a different segment of the contracting community. There
isno subsdy lossrate for this program sinceit is not considered a credit program under the guiddines of
credit reform. Ingteed, there is a revolving fund a the Treasury in which income is deposited and from
which dams are pad.
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APPROPRIATIONS LANGUAGE AND DESCRIPTION
BUSINESS L OANS PROGRAM ACCOUNT

For the cost of direct Ioans, [$2—25€L,OOQ] $1, 500 000 to be available until expended [euqel—telC

Leg@e&ena#&sed—yea@@@i] Prowded further That such costs |ndud|ng the cost of modlfylng such
loans, shdl be as defined in section 502 of the Congressona Budget Act of 1974, as amended:
Provided further, That during fiscd year [2001], 2002 commitments to guarantee |oans under section
503 of the Smdl Business Investment Act of 1958, as amended, shal not exceed $3,750,000,000:
Provided further, Tha during fisca year [2001] 2002, commitments for generd busness loans
authorized under sectlon 7(a) of the Smal Busnas Act, as amended ghadl not exceed

sone Act] $10, 700 000 000: Prowded
further, That durlng flscd year [299;] 2002 commltments to guarantee [leans| debentures and
participating securities under section 303(b) of the Smal Business Invessment Act of 1958, as
amended, shall not exceed [$5606,000,000] $3,100,000,000.

In addition, for adminidrative expenses to carry out the direct and guaranteed loan programs,
$129,000,000, which may be transferred to and merged with the appropriations for Saaries and
Expenses. (Departments of Commerce, Justice, and State, the Judiciary, and Related Agencies
Appropriations Act, 2001, as enacted by section 1(a)(2) of P.L. 106-553).
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APPROPRIATIONS LANGUAGE AND DESCRIPTION

SURETY BOND GUARANTEESREVOLVING FUND

No appropriation language is requested for FY 2002.
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APPROPRIATIONS LANGUAGE AND DESCRIPTION
Disaster Loans Appropriation

Base Program

The Smdl Business Adminidration’s (SBA) Disagter loan Program is a key component of the overdl

Federa recovery effort in the wake of natura disasters. SBA'’s disaster loans, made pursuant to

Section 7(b) of the Smal Business Act, as amended, are the primary form of Federa assstance for

non-farm, private sector uninsured losses as the result of naturd disasters such as hurricanes, floods,

wildfires and tornadoes. The disaster |oan program is the only form of SBA assistance that is not limited

to small businesses. Both the Presdent and the SBA Administrator may make disaster declarations, but

the vast mgority of disaster loans (in number and dollars) are made to victims of disasters declared by
the Presdent. Disagter loans from SBA to homeowners, renters, nonprofits and businesses make a
sgnificant contribution to the process of the rebuilding and recovery from these events.

The SBA Disaster Loan program helps control Federd disaster assistance cogts, by providing loans that
are repaid to the Treasury. When disagter victims need to borrow to repair uninsured damages, the
comparably low interest rates and long period of repayment terms available from SBA make recovery
affordable. Currently interest rates fluctuate according to statutory formulas. alower rate, not to exceed
4 percent is available to those gpplicants unable to obtain credit esawhere, while a higher rate, not to
exceed 8 percent is charged when other sources of credit are available. SBA’s disaster loans are a
critical source of economic simulation for the economies of disaster-ravaged communities, helping to
rebuild homes and businesses, spur employment and stabilize the tax base.

Appropriation

As required by the Federd Credit Reform Act of 1990, the Disaster Loans Program account includes
the subsidy costs associated with direct loans obligated committed in the fiscal year in question.

The Disagter Loan program account aso includes adminidtrative expenses associated with the ddivery
of disaster loans. Subsidy amounts are estimated on a present vaue bas's, and adminisirative expenses
are estimated on a cash basis. Funds for administrative expenses are gppropriated to this account and
then transferred by reimbursement to the Salaries and Expenses account.
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APPROPRIATIONS LANGUAGE AND DESCRIPTION
Disaster Loans Appropriation

The FY 2002 budget requests no new budget authority for loan subsidies to support a $300 million loan
program. This level will be funded by unobligated balances from FY 2001. SBA's budget requests
$75.4 million for adminigtrative expenses to support the direct and indirect costs associated with
administering the $300 million in loans and sarvicing our disaster loan portfolio. In addition to SBA’s
direct request for new budget authority in FY 2002, the President requests an appropriation of $5.6
billion for a government-wide reserve account for disaster programs. SBA’s need for additional loan
funds and related adminigrative support, will be drawvn from this reserve account once the direct
gppropriation is exhausted.

In addition, we propose to increase the interest rate for business loans to borrowers who do not have
credit available elsawhere. Presently, these loans are capped at a 4 percent interest rate. SBA’S
proposa would increase this rate to the Treasury cost of funds, which is projected at 5.4 percent next
year. A maximum of 8 percent is aso proposed to pardld the rate of disaster business loans with credit
elsawhere. This proposa has the effect of reducing the subsidy rate on the disaster [oan program from
14.67 percent to 10.95 percent.

Detailed information on the FY 2002 budget request is provided on the following pages.
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APPROPRIATIONS LANGUAGE AND DESCRIPTION
Disaster Loan Program

(Dallars in Thousands)

Inc/(Dec)
FY 2000 FY 2001 Fy 2002  vsFY 2001
Actual Egimate Request Edimate
Disaster Loans Program
Direct Loan Subsidy $ 140,400 $ 76140 $ 0 $ (74140
Supplemental, Contingencies 15,500 0 0 0
Total Budget Authority $ 155900 $ 76140 $ 0 $ (76140
Loan Program Budget Authority
New Budget Authority $ 140400 $ 76140 $ 0 $ (76140
Supplemental, Contingencies 15,500 0 0 0
Carryover from Prior Fiscal Y ear 81,004 96,231 37,850 (58,381)
Recoveries 33235 10,000 0 (10,000
Carryover into Next Fiscal Y ear (96,231) (37,850) 0 37,850
Transfer to Administrative Expense 0 0 (5,000) (5,000)
Rescinded Funds Appropriated 0 (168) 0 168
Subtotal - Disaster Loans Program $ 173908 $ 144353 $ 32850 $ (111,503
Subsidy Rate 22.2% 17.46% 10.95% (6.51)%
Program Level $ 783369 $ 826,764 $ 300000 $ (526,764
Disaster Loans Program - Administration
New Budget Authority $ 136000 $ 10834 $ 75354 $ (33,000
Supplemental, Contingencies 25,400 0 0 0
Carryover from Prior Fiscal Year 779 27,307 0 (27,307)
Transfer from Loan Subsidy 0 0 5,000 5,000
Recoveries 1,128 0 0 0
Carryover into Next Fiscal Y ear (27,307) 0 0 0
Transfer to Salaries and Expenses (20,000) (9,84) (9,854) 0
Transfer to Inspector General (500) (500) (500) 0
Rescinded Funds A ppropriated (2,048) (238) 0 238
Total - Disaster Administration $ 113452 $ 125069 $ 70000 $ (55069
Disaster Loan Making $ 83929 $ 91,013 $ 40000 $ (51,013
Disaster Loan Servicing 29,523 34,056 30,000 (4,056)
Total $ 113452 125069 $ 70000 $ (55,069
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APPROPRIATIONS LANGUAGE AND DESCRIPTION
Disaster Loan Making
Summary Of Requirements By Object Class

(Dallars in Thousands)

Inc/(Dec)

FY 2000 FY 2001 FY 2002 vsFY 2001

Actual Egimate Request Egimate

Personnel Compensation $ 34,848 $ 37,789 $ 8472 $ (29,317)
Overtime and Awards 5,855 6,349 2,790 (3,559)
Civilian Personnel Benefits 9,340 10,128 2,270 (7,858)
Workers/lUnempl Compensation 1,429 1,550 1,550 0
Travel 9,756 10,579 300 (10,279)
Transportation of Things 14 15 15 0
Rental Paymentsto GSA 3,800 4,176 4,176 0
Rental Paymentsto Others 0 0 0 0
Communications, Utilities 1274 1,381 1,381 0
Postage 735 797 797 0
Printing and Reproduction 25 28 28 0
Other Services 13,623 14,718 14,718 0
Suppliesand Materials 92 100 100 0
Equipment 3,138 3,403 3,403 0
Total Obligations $ 83929 $ 91013 $ 40000 $ (51,013
Total Positions' 916 927 695 (232)

1 For EY 2002, this assumes additional fundi ng from the Government-wide Disaster Reserve to maintain approximately the same level
of staffing throughout the year.
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APPROPRIATIONS LANGUAGE AND DESCRIPTION
Disaster Loan Servicing
Summary Of Requirements By Object Class

(Dallars in Thousands)

Inc/(Dec)

FY 2000 FY 2001 FY 2002 vsFY 2001

Actual Egimate Request Egimate

Personnel Compensation $ 12138 $ 14002 $ 13,992 $ (10)
Overtime and Awards 253 292 257 (35)
Civilian Personnel Benefits 3942 4547 4543 4
Workers/lUnempl Compensation 32 37 37 0
Travel 51 59 52 @)
Transportation of Things 10 12 12 0
Rental Paymentsto GSA 2,608 2,857 2,857 0
Rental Paymentsto Others 0 0 0 0
Communications and Utilities 409 472 472 0
Postage 1,113 1,284 1,284 0
Printing and Reproduction 3 4 4 0
Other Services 8,876 10,389 6,389 (4,000
Suppliesand Materials 61 70 70 0
Equipment 27 31 31 0
Grants and Subsidies 0 0 0 0
Total Obligations $ 20523 % 34056 % 3000 $ (4,056)
Total Positions 252 237 237 0
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APPROPRIATIONS LANGUAGE AND DESCRIPTION

DISASTER LOANSPROGRAM ACCOUNT

[Hr—additien—fer] For adminidrative expenses to carry out the direct loan program,
[$103,354,000], $75,354,000 which may be transferred to and merged with appropriations for
Sdaries and Expenses, of which $500,000 is for the Office of Inspector Generd of the Small Business
Adminigration for audits and reviews of disaster loans and the disaster loan program and shdl be
transferred to and merged with appropriations for the Office of Ingpector Generd; of which
[$98;000,000] $65,000,000 is for direct adminigtrative expenses of loan making and servicing to carry
out the direct loan program; and of which $9,854,000 is for indirect adminidtrative expensey:
Provided, That any amount in excess of $9,854,000 to be transferred to and merged with
appropriations for Salaries and Expenses for indirect adminigtrative expenses shdl be tregsted as a
reprogramming of funds under section 605 of this Act and shdl not be available for obligation or
expenditure except in compliance with the procedures set forth in that section]. (Departments of
Commerce, Justice, and Sate, the Judiciary, and Related Agencies Appropriations Act, 2001, as
enacted by section 1(a)(2) P.L. 106-563).
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DATA VALIDATION AND VERIFICATION

Managing for results and producing an annud performance plan and performance report require vaid,
reliable and high-quality performance measures and data. SBA faces many chdlenges in acquiring high-
quality data, both output and outcome.  In addition to using output data interndly from its own systems,
SBA relies on data from resource partners (such as SBDCs, SCORE, WBCs), and other Federa and
locd 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 quaity
data, remain mgor issues for the Agency. Improving data qudity will continue to be a high priority for
SBA.

SBA vigoroudy pursues the following strategies to address the shortcomings of its data qudity:

Ensuring the validity of performance measures and data. We will assess the rdevancy of
performance measures and data.

Fostering organizational commitment and capacity for data quality. We will achieve data
qudity through different processes. As part of a forma process, our managers will attest to the
quaity of the data under ther management. We are training managers to meke sure they
understand the need for quality data. This necessitates guidance to the fidld on standards for data
collection and warehousing. In managing for results, we will require development of better data
gsysems to provide relevant information for decison-making. We are dso usng performance
information to evaluate our senior managers and the effectiveness of our programs.

Assessing the quality of existing data. The qudity of our financid data systems is ensured by
audits and reviews. However, we must assess the qudity of loan and program data provided by our
resource partners. For example, an OIG report documented that SBDCs do not aways use the
same definitions for clients served, making it more difficult to get a vdid picture of what has been
done. We plan to include data verification in our lender and resource partner oversight.

Responding to data limitations. It is not enough to identify data qudity problems. Where there
are data limitations, we must improve qudity. Managers will be asked to document how they intend
to reduce these limitations.

Building quality into the development of performance data. The design process for new 1T
systems will include the requirements for developing and maintaining performance data The new
systems and upgrades will ensure that only correct data is entered into the systems and that data is
gored with gtringent verification and change rules.
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DATA VALIDATION AND VERIFICATION

In FY 1999, we tracked our performance goas monthly and verified the accuracy of the data on an ad
hoc bags. Aspart of thisinternd performance monitoring, we tested the relevance of the indicators and
identified problems of data completeness, timeliness, and accuracy.

In FY 2000, we began implementing a more forma quality process, which included program managers
sdf-assessing the qudity of their performance indicators, training managers in data quaity control and
improvement methods, developing data qudity improvement plans, and feedback to program managers
about data limitations determined through using the data. We completed the program manager self-
assessment step in December 1999. Program managers were asked to:

|dentify the data source.
Discuss the vdidity of the measure.

Ligt data limitations, particularly of resource partners, to include reporting cycles, incomplete source
of data, double-counting, erroneous data, inconsistency in standards and definition of data, data that
could not be collected (due to privacy or palicy), and system capacity; and document steps being
taken to improve data collection, verification and reporting, and to reduce data limitations.

In FY 2001 we will continue to train our managers. Managers will be informed of the dements of data
quality, how to ensure data quaity through internd controls and how to improve data quality. Managers
will be asked to provide data verification procedures and improvement plans, with milestones, after
completion of thetraining. Explicit feedback will be provided to managers regarding data limitations and
data qudity as part of SBA’s use of the data in andyzing Agency activities, outputs and outcomes, and
as part of the Inspector Generd’ s audits of data vaidity and verification.
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The table below provides a definition, source, vaidity statement and discussion of limitations for each

performance indicator

M easure Number of Small Businesses

Definition Number of small businesses filing tax returns with the Internal
Revenue Service (IRS). This number includes al firmswith
employees, without employees and where the owner is working part-
time.

Source Department of Treasury, IRS, Statistics of Income Bulletin

Validation (Self-Assessment)

The indicator is avaid measure for the growth of small businesses

Limitations

None.

Remedies for Limitations

N/A

Veification

Through audits

Measure Number of Small Businesses With Employees
Definition Firms filing form 941 with IRS.
Source SBA, Office of Advocacy, from data provided by the U.S. Department

of Labor, Employment and Training Administration

Validation (Self-Assessment)

The indicator is avalid measure for the growth of small businesses

Limitations

None.

Remedies for Limitations

N/A

Veification

Through audits

M easure Number of Jobsin Small Businesses
Definition Firms with a positive payroll reporting on form 941 to IRS.
Source SBA, Office of Advocacy, from data provided by Census

Validation (Self-Assessment)

The indicator is avalid measure for the growth of small businesses

Limitations

None.

Remedies for Limitations

N/A

Veification

Through audits

Measure Number of Small Businesses Owned by Women and Minorities

Definition Small firms that are self-certified as 51 percent woman- or minority-
owned.

Source SBA, Office of Advocacy, “Women in Business’, and “Minorities in

Business’ based on Census of Women-Owned Business, |RS data on
sole proprietorships, Bureau of Labor Statistics data on self-employed
women.

Validation (Self-Assessment)

The indicator is avalid measure for the growth of small businesses

Limitations

Only the Census Bureau does a survey every 5 years and uses 50
percent as criterion of ownership.

Remedies for Limitations

None

Veification

Through audits
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M easur e Regulatory Cost Savingsto Small Business

Definition Cogt savings to Small Businesses in implementing regulations because
of changes to proposed regulations as a consequence of Office of
Advocacy actions.

Source Office of Advocacy Report “20 Years of the Regulatory Flexibility

Act: Rulemaking in a Dynamic Economy”.

Validation (Self Assessment)

The indicator is a vaid measure of the impact of the Office of
Advocacy on small businesses.

Limitations

The savings are an estimate provided by a model that was developed
by a contractor.

Remedies for Limitations

None

Veification

Through audits

Measure Jobs created by SBA borrowers
Definition Estimates of jobs created by SBA loan programs.
Source Disbursed loans for 7(a) and 504 estimate from Loan Accounting data

base.

SBIC dollar financings from program data base.

7(a): Based on a study done in 1994 of disbursed loans in 1990, with a
change in jobs between 1989 and 1994. Uses an estimated job creation
congtant of one job for $27,259.

504: Based on SBA'’s follow-up of jobs created from disbursed loan
funds. Job crestion constant is $33,366 for |oans made 1998-2000.
SBIC: Based on the Arizona Venture Capital Impact Study made by
the Zermatt Group (1999). Study estimates a job creation constant of
one job for $35,000 invested in 1999

Validation (Self Assessment)

The indicator is a valid measure of the impact of SBA’s credit and
equity assistance to small businesses.

Limitations

The studies used are old, based on a limited sample, and based on sdif-
reported data.

Remedies for Limitations

Discussions are under way with Bureau of Labor statistics to obtain
current statistics on job creation by SBA loan recipients. This will be
possible for those firms that have EIN numbers.

Verification Not possible until SBA has access to datafrom BLS or IRS.

Measure Improved Access to Capital and Credit: 7(a), 504, Microloan
and SBIC programs

Definition Dollar amount of Gross Origind Approva Loan Dallars for 7(a),
Microloans and 504. Dollar amount of actua financing by Smal
Business Investment Companies to small businesses.

Source SBA internal databases.

Validation (Self-Assessment)

The indicator is a valid measure of the impact of SBA’s credit and
equity assistance to small businesses.
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Limitations

OIG has recommended that SBA use disbursed loan dollars instead of
approved loan dollars.

Remedies for Limitations

None

Veification

The source of datais complete and accurate. There are data
verification procedures in place to ensure that the data is accurate.
Data are provided in atimely manner for budget process/externa
reporting/internal tracking.

M easur e Number of L oansto Women, Minorities, and Veterans

Definition Loans made to small businesses 51 percent owned by Women,
Minorities, or Veterans

Source SBA internal databases.

Validation (Self-Assessment)

The indicator is a vaid measure of the impact of SBA’s credit and
equity assistance to small businesses.

Limitations

By default, firms 50 percent owned by women are regarded as male-
owned. A more valid approach would be to aso indicate loans to firms
50 percent women-owned.

Remedies for Limitations

None

Veification

The source of datais complete and accurate. There are data
verification procedures in place to ensure that the datais accurate.
Data are provided in atimely manner for budget process/externa
reporting/internal tracking.

Measure Number of Start-up Firms Financed by 7(a), 504, and SBIC
programs

Definition 7(a) and 504 loans made to start-up firms. Number of actua SBIC
financings to start-ups. Start-ups are defined as firms less than 2 years
old (Census definition).

Source SBA internal databases.

Validation (Self-Assessment)

The indicator is a valid measure of the impact of SBA’s credit and
equity assistance to small businesses.

Limitations

The measure would perhaps be improved if the number of disbursed
loans were used instead. The SBIC data shows number of start-up
financings rather than the number of start-up firms financed.

Remedies for Limitations

None

Veification

The source of datais complete and accurate. There are data
verification procedures in place to ensure that the data are accurate.
Data are provided in atimely manner for budget process/externa
reporting/internal tracking.
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M easure Export Sales Assisted by SBA
Definition Estimate of export sales by clients who receive SBA export loans.
Source Office of International Trade loan documentation

Validation (Self-Assessment)

Thisindicator is avalid measure of the impact of SBA’s assistance on
small businesses, since exporting isimportant to firm surviva and
competitiveness.

Limitations Thisis an estimate and a derivative statistic.
Remedies for Limitations None
Verification Through audits

Measure Share of Federal Procurement Prime Contract Dollarsto Small
Firms, to SDBs (including 8(a)), to Women-owned, Minority-
owned, service disabled Veteran-owned Firms, and to Small
Businessesin HUBZones.

Definition The extent to which these different categories of small business
ownership receive Federal Prime Contract dollars.

Source The Federa Procurement Data System (FPDS).

Validation (External)

Thisindicator is avalid measure of SBA’s assistance to small
businesses since Federa contracting provides a large source of
revenues, about $190 billion per year, into the marketplace. The Office
of Federal Procurement Policy (OFPP) in its policy letter 99-1 supports
SBA’s use of FPDS data to measure accomplishments rather then
requiring agencies to provide this information on separate reports.

Limitations

Prime contracts data are reported to the FPDS on a quarterly basis.
FPDS has been determined to be the most accurate and verifiable
reporting system of contract awards under the procurement preference
goal program; however, there are some minor problems with data that
are entered incorrectly into FPDS through the SF-279 and SF-281.

The FPDS was not programmed to identify HUBZone awards during
FY 1999,

Remedies for Limitations

SBA isworking with agencies to ensure accuracy of the data placed
into FPDS. SBA isamember of the PEC-Social Economic Work
Group that is reviewing methods to improve the accuracy of the FPDS
data. Thisisan on-going effort.

The FPDS has been modified to collect HUBZone contract award data
for FY 2000. The revised system will provide consistent, vdid
information relative to goa achievement.

Veification

There are data verification procedures in place to ensure that the data
are accurate. The General Services Administration is responsible for
the accuracy of the FPDS database. SBA does not have access or
resources to review or evaluate this data.
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M easur e 8(a) Client Success Rate 3 Years after Graduation

Definition The percentage of firms 3 years after graduation that are successful
and compstitive.

Source SACS/MEDCOR data base, surveys, and Dunn and Bradstreet

Validation (Self-Assessment)

Theindicator is a valid measure of SBA’s assistance to small
businesses because the intent of the program isto increase the firm’'s
competitiveness and survivd rate.

Limitations The success rate is an estimate.

Verification Through audits

Measure Customer Satisfaction rate with ED programs as deter mined by
Surveys

Definition The percentage of customers receiving assistance from SBA that were
satisfied with the assistance.

Source Surveys done by University of Michigan

Validation (Self-Assessment)

Thisindicator is avaid measure of SBA’s assistance to small
businesses because we are customer-focused and strive to continually
improve our level of customer service and satisfaction.

Limitations An estimate.
Remedies for Limitations None
Verification Through audits

M easure Number of Clients Trained and Counseled

Definition The number of clients receiving entrepreneurial development
assistance by SBA and its resource partners.

Source Collected as part of normal reporting

Validation (Self-Assessment)

Thisindication is avaid measure of SBA’s assistance to small
businesses because our mission isto assist in the start-up and surviva
of businesses.

Limitations

Consistency in reporting by different resource partners

Remedies for Limitations

Condgstent definitions

Veification

Through audits.

GOAL 2: HELP FAMILIES AND BUSINESSES RECOVER FROM DISASTER

Measure

Field Presence within 3 days of Declaration of a Disaster

Definition

Percentage of Disasters where effective field presence is provided
within 3 days of a physica disaster declaration. Field presence is
defined as SBA disaster office personnel on site to coordinate the
provision of disaster assistance with appropriate federal, state and local
officials.
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Source Closeout reports prepared by the disaster area office after each
disaster.

Validation Thisindicator is avalid measure of SBA’s assistance to disaster
victims because timely assistance is critical to re-establishing lives and
communities in the aftermath of a disaster.

Limitations Currently, this information is not received for approximately 6 months

after adisaster is declared and there is some inconsistency in what is
meant by “effective field presence” among the area offices.

Remedies for Limitation

SBA will consider aptions for obtaining this information much sooner
after the disaster has been declared, including, but not limited to,
making arevision to the automated |oan control system so that this
information can be inputted as soon asit is accomplished. SBA will
aso provide further guidance to the area offices to define “ effective
field presence” and its scope.

Verification Through audits

M easur e Customer Satisfaction Rate

Definition The percentage of customers receiving assistance from SBA that were
satisfied with the assistance.

Source Surveys

Validation (Self-Assessment)

This indicator is a valid measure of SBA’s assistance to disaster
victims because we are customer-focused and strive to continually
improve our level of customer service and satisfaction.

Limitations The survey measures those who received disaster loans but does not
include those who did not receive loans.

Remedies for Limitations None

Verification Through audits

Measure Per centage of Disaster L oans processed within 21 days after
receipt of a Complete Application

Definition Share of applications where the disaster office has provided applicants
with a decison within 21 days of receiving a complete disaster loan
gpplication,.

Source Disaster automated loan control system.

Validation Thisindication is avalid measure of SBA’s assistance to disaster
victims because timely assistance is critical to re-establishing lives and
communities in the aftermath of a disaster.

Limitations

Verification
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FY 2002 BUDGET REQUEST AND JUSTIFICATION

Inc/(Dec)

FY 2000 FY 2001 FY 2002 vsFY 2001

Actual Edimate Request Edimate

New Budget Authority $ 11000 $ 1193 % 11927 $ (26)
Carryover from Prior Fiscal Year 482 515 0 (515)
Carryover into Next Fiscal Y ear (515) 0 0 0
Transfer from Disaster 500 500 500 0
Recoveries 9% 0 0 0
Balance Expired (130) 0 0 0
Rescinded Funds - Appropriation (95) (26) 0 26
Total Budget Authority $ 11338 % 12942 % 2427 % (515)
Positions 112 125 125 0

Base Program:

The Inspector General Act of 1978, Public Law 95-452 (as amended), established the Office of
Inspector Generd (OIG) as an independent office within the Smal Business Adminigtration (SBA) to
conduct and supervise audits and investigations of SBA programs and operations; to provide leadership
for the detection and prevention of fraud, waste, and abuse; and to promote policies for the
improvement of economy, efficiency, and effectiveness in the adminigration of SBA programs and
operations. The Inspector Generd (IG) keeps the Adminigtrator of SBA and the Congress fully
informed of any problems and deficiencies rlaing to SBA programs and operations, recommends
corrective actions to SBA’s policy officids and program managers, and monitors SBA's overdl
progress toward the implementation of such actions.

OIG has a mandate to audit, investigate, and review alarge number of SBA programs and participants.
These oversght activities cover a universe of approximately 5,400 certified Section 8(a) firms, 330
Small Business Investment Companies, 214,000 business loans, more than 5,000 participating lenders
(of which more than 900 are certified and preferred lenders) 270,000 disaster loans, and $328 million in
SBA liability for surety bond guarantees. These and other activities comprise SBA's financia portfolio,
which has a current exposure of more than $41 hillion in SBA funds (of which dmost $7 billion
represent the disagter portfolio) and potentidly another $22 hillion in other Federd Government
agencies funds. OIG conducts.

Audits of financid statements and information systems to ensure accurate informetion.
Audits of sdlected operations to assess inherent program risks and systemic problems.
Audits of selected SBA program participants to identify money owed to SBA.
Inspections and other reviews that identify opportunities for more effective operations.
Investigations of suspected fraud and abuse.
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Reviews of proposed legidation, regulations, and procedures.
Reviews of complaints from the public and from SBA employees.

Major Accomplishmentsfor FY 2000

Overdl office-wide dollar accomplishments of $39 million, including loans not gpproved as a result
of the Name Check Program, potentiad investigative recoveries and fines, disdlowed costs agreed
to by management, and recommendations to put Agency funds to better use.

Major audits and ingpections of the Small Disadvantaged Business Certification and Eligibility Pro-
gram, Agency Government Performance and Results Act Performance Measures, as well as Loan
Processing Centers, Entrepreneurial Development and Section 7(a) Loan Programs that identified
opportunities for ggnificant improvements.

Seventy-three indictments and 38 convictions relaing to fraud in SBA programs.

Issued 31 audit reports and 2 ingpection reports, and obtained management decisons on 104 audit
recommendations.

Reviewed 304 proposed issuances, including legidation, regulations, and procedures.

|dentified major SBA management chalenges.

Major Goals and Objectivesfor FY 2001

OIG hasthree gods (1) improve the economy, efficiency, and effectiveness of SBA programs and qp-
erations; (2) prevent and detect fraud and abuse and fogter integrity in SBA programs and operations,
and (3) ensure the economicd, efficient, and effective operation of OIG. Much of OIG' s work isin
response to requests, complaints, and referrals. Given the unknown nature of the work, it is difficult to
project results. OIG expects, however, that the workload will remain the same or increase and there-
fore OIG resultsin FY 2001 should be smilar to those in FY 2000.

Congress appropriated $11.9 million to OIG for FY 2001, with an additional $500,000 transfer from
the Disaster Program for disaster-related oversight. After arescisson adjustment of .22 percent, OIG’'s
fina budget authority is $12.427 million. OIG priority areasfor review in FY 2001 are listed below:

Continue to address Congress priority concerns about the Agency’s internd financid management
systems, the planned Loan Monitoring/Risk Management System, annua exams of Smal Business
Lending Companies, and Agency oversight on lenders and defaulted loans.
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| dentify the mogt Sgnificant management chalenges facing SBA.
Give primary attention to fraud in the Business Loan Guarantee and Disaster Loan Programs.
Evauate the Agency’ simplementation of the Government Performance and Results Act of 1994.

Provide oversght to new Agency initiatives, such as the HUBZone Empowerment Contracting Pro-
gram (HUBZone), asset sdes, and new information systems.

FY 2002 Justification

The $12.4 million budget request for FY 2002 will fund OIG &t a “current services level” in providing
overaght of SBA’s programs and paticipants. OIG workload is based on identified risks for the
Agency, referrds and requests from many sources, and complaints and inquiries. Potentia workload
aways exceeds the OIG's available capacity to investigate or review high-risk areas or to respond to dl
inquires. OIG prioritizes its workload based on available resources, and seeks dternatives when
internal resources are not available. Our FY 2002 priorities are contained in our FY 2002 annua
performance plan.
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Vision

Our vison is to improve SBA’s programs by identifying key issues facing the Agency, ensuring that
corrective actions are taken, and promoting a high leve of integrity. We will focus on serving the needs
of our customers and stakeholders and on safeguarding SBA resources from waste, fraud, and abuse.
We will dso provide awork environment in the Office of Ingpector Generd (OIG) that is conducive to
excdlent performance by our employees.

To accomplish thisvison, we will —

= Focuson sgnificant, systemic issues drawn from the cumulative results of our reviews and cases.

= Enhance our expertise in SBA’s mgor programs to help us identify priority issues and plan our
reviews and casawork.

= Become more proficient in the use of information technology, research methods, data andyss, and
investigetive techniques.

= Encourage credtive thinking within our office and the development of synergistic teams that combine
various disciplines.

= Achieve superior results by emphasizing corrective actions that will improve SBA operdions,
combat fraud, and diminate program vulnerabilities.

Mission

Under the authority and in fulfillment of the Inspector General Act of 1978, as amended (IG Act), the
Inspector Generd is committed to supporting the Smal Business Adminigration (SBA) in its statutory
mission to maintain and strengthen the Nation's economy by aiding, counsdling, assisting, and protecting
the interests of smdl businesses and by helping families and businesses recover from disasters.

Annual Plan Alignment

With the Inspector Generd Act. OIG is an independent and objective overdgght office created within
the SBA by the IG Act of 1978. Inspectors Generd (1G) are principaly charged with detecting fraud,
waste, and mismanagement in agencies programs and operations, conducting audits and investigations,
and recommending policies to promote economy, efficiency, and effectiveness  OIGs aso review
existing and proposed legidation and regulations and make appropriate recommendations, and keep the
Agency head and Congress informed.

129



U.S. Small Business Administration
FY 2002 Budget Request and Performance Plan

ANNUAL PERFORMANCE PLAN

The goas and objectives of the Strategic and Annua Plans reflect the OIG's statutory misson. OIG
implementation of the Government Performance and Results Act (Results Act) extends our commitment
to aresults-oriented Government. For many years, OIG has provided regular and

frequent updates to customers and stakeholders on the monetary and non-monetary results of OIG
reviews and invedigaions. OIG Annud Plans and Performance Reports will strengthen our
commitment to performance-based management.

With SBA's Program Initiatives. In 1953, the Congress created SBA to ad, counsd, ass<t, and
protect the interests of smal business concerns. The OIG's Strategic and Annud Plans reflect the OIG
commitment to support SBA's purpose. In FY 2002, OIG will asss SBA in identifying and mitigating
emerging vulnerabilities as SBA modernizes and changes its business practices, work systems, and
procedures.

With the OIG Strategic Plan.  The OIG FY 2002 Annud Performance Plan dso builds on the three
strategic goas and related supporting objectives found in the OIG FY 2001-2006 Strategic Plan. The
focus of the Strategic Planisto increasingly direct our effortsto

Financid management systems.
Information systems and computer security.
Lender overdght.

Other selected high risk issues.

New Agency initiatives.

OIG dso places a high priority on responding to requests from SBA management and congressond
committees and providing consultative assistance where appropriate.

Perfor mance M easurement Limitations

OIG has developed a mix of output, intermediate outcome, and outcome measures to assess the
effectiveness, qudity, reevance, and timdiness of our work. Nevertheless, the OIG measures are
subject to a number of externd factors. Some are predictable, such as mandatory Satutory
requirements. Others are unpredictable, such as the budget, or the discovery of individua cases of
fraud with a potentia to yield such substantia judgments or settlements in a single year that they cannot
be easily compared to other work. Moreover, it often takes severd years after the completion of work
on agiven audit, ingpection, or investigation for its outcome to be fina and its results known.,
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In addition, the ultimate authority in implementing OIG recommendations and improvements rests with
the Agency. OIG dso cannot control the results of judicid or adminigtrative proceedings. To mitigate
these factors, OIG will expand on-going efforts with SBA's policy and program officids to underline the
importance of OIG findings and encourage the implementation of OIG recommendations. Likewise, we
will work closdly with judicia and adminidrative officids to ensure that crimina and adminigrative cases
are appropriately handled. Within these parameters, OIG dtrives to improve the performance of SBA
programs and operations and deter fraud and other forms of misconduct.
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Data Collection and Validation

As gppropriate, quantitative data is being collected and stored in the management information system
(MI1S). Much of the quantitative data proposed has been collected for several years. For some of the
measures, baselines have been established in FY 2000. Monetary results will be reported at the time of
management decison in accordance with OIG legidative requirements. SBA's Office of the Chief
Financid Officer tracks actud collections. The management of each OIG division will be responsible
for collecting, verifying, and vdidating dl data in the Annud Performance Report.  All quditative data
will be thoroughly documented by the gppropriate divisons. The data will be reviewed quarterly and
consolidated by the Management and Policy Divison. OIG believes that the data is reasonably
accurate.

Goals, Objectives, Performance Goals, and Resour ces
Goal 1. Improvethe economy, efficiency, and effectiveness of SBA programs and oper ations.

FY 2002: Consgent with OIG's drategic plan, FY 2002 OIG audits and inspections will focus on
financid management, information systems and computer security, lender oversght, other selected high
risk issues, and new Agency initigtives.

To fulfill the legidatively mandated requirement, OIG will contract for an audit of SBA's financid
satements to provide an opinion on whether they are presented fairly and in accordance with Federd
accounting requirements.  Financia management issues that are identified, ether through financid
gatement auditing efforts or otherwise, will dso be scheduled for audit coverage.

A mgor focus of OIG efforts in FY 2002 is continued overaght of SBA’s systems modernization
efforts, which include planned mgor improvements to SBA’s accounting system and loan monitoring
sysems. In addition, OIG will conduct computer systems security assessments to identify vulnerabilities
such as unauthorized access and information accuracy. Regarding the latter, OIG will sdectively verify
the accuracy of data in support of the Government Performance and Results Act (GPRA) reporting
process.

SBA's increasing reliance on banks and other lenders to perform loan management functions previoudy
reserved to the Government presents inherent risks. OIG will conduct oversight reviews to identify
vulnerabilities and offsetting controls to minimize potentia problems and continue its auditing of defaulted
loans to identify invdid clams and to identify lenders who do not follow SBA rules OIG will dso
assess lenders' performance and adherence to SBA requirements.
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OIG will provide overdght of SBA's high-risk programs and will respond to program managers
requests for reviews of programs, projects, or entities that they consder vulnerable to loss or
mismanagement. OIG will continue to identify the mgor management chalenges facing the operation of
its programs.  OIG will indtitutiondize an OIG advisory function, made up of sdected Agency program
managers, to identify high-risk operations.

Agency initiatives, such as Higoricadly Underutilized Busness Zones (HUBZones), asset sdes,
implementation of interna controls, and human capital programs, will be sdectively identified for OIG
overdght. OIG will dso review proposed legidation, regulations, standard operating procedures, and
other issuances for vulnerabilities and risks.

The mgority of saff and other resources used to accomplish God 1 will come from the Auditing and
Inspection and Evduation Divisons, with contributions and support from the Investigations,
Management and Policy, and Counsdl Divisons. Approximately 36 percent (or $4,461,293) of OIG's
total FY 2002 resources will be dedicated to Goal 1.

Objective 1.1 Conduct reviews of major program activities, with emphasis on high
risk and high priority areas, and assesswhether SBA can bereasonably assured that
its programs are meeting their goalsin an economical, efficient, and effective manner.

FY 1999 | FY 2000 | FY 2001 | FY 2002
Actual Actual | Estimate | Estimate
Output Performance Goa's
Percentage of al recommendations on mgjor
program activities accepted by management 86% 88% 90% 90%
or otherwise resolved within 6 months of
report issuance
Narrative assessment of Ol G contribution to Agency task forces
Intermediate Outcome

Percentage of recommendations from re-
views of mgjor program activities imple- N/A* 52% 60% 60%
mented or corrective actions taken by man-
agement within the timeframe agreed by
OIG and management

Outcome
Identification and implementation of corrective actions by the Agency to address the mgjor
management and operating problemsin SBA
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The chart will be updated to reflect the percentage of recommendations implemented or corrective
actions taken by management within the timeframe agreed by OIG contained in reports issued
between April 1998 through March 31, 1999.

Objective 1.2 Audit contracts, grants, surety claims, and defaulted loansto determine
whether the costs claimed are allowable.

FY 1999 | FY 2000 | FY 2001 | FY 2002
Actual Actual | Estimate | Estimate

Output Performance Gods
Percentage of dl recommendationsin audits
of contracts, grants, surety clams, and de- 95% 96% 95% 95%

faulted loans accepted by management or
otherwise resolved within 6 months of report
issuance

Percentage of dollars in questioned cogts,
fundsto be put to better use, settlement re- 97% 44%* 60% 60%
coveries, and cost corrective measuresin
audits of contracts, grants, surety clams, and
defaulted |oans accepted by management or
otherwise resolved within 6 months of report

issuance
| ntermedi ate Outcome
Percentage of dl recommendationsin audits
of contracts, grants, surety claims, and de- N/A** 44% 60% 60%

faulted loans implemented by management
within the timeframe agreed by OIG and

management

* This reflects recommendations agreed to by management contained in reports issued between April
1, 1999 through March 31, 2000.

** This chart will be updated to reflects recommendations agreed to by management contained in
reports issued between April 1, 1998 through March 31, 1999.

Outcome/lmpact for Goal . OIG activities improve the economy, efficiency, and effectiveness of
SBA programs.

Methodology for Measuring Outcome: Edimae the impact of implemented recommendations,
e.g., what percentage of corrective actions taken in response to the OIG recommendations resolved the
identified problems, and/or resulted in improved SBA programs or operations.
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Limitations. Because OIG daff and resources are limited and intervening variables may aso make it
difficult to draw direct causd relaionships, a pilot for estimating impact will be developed in FY 2001.
The pilot will asss us in determining the level of resources needed to evaduate impact. As SBA
develops and verifies the accuracy of its performance measurement system, it may aso be possible to
use some of that information to assess Ol G effectiveness.

Goal 2. Prevent and detect fraud and abuse, and foster integrity in SBA programs and
operations.

FY 2002: OIG places a high priority on combating and preventing both fraud and abuse in SBA's
programs and operations and ensuring a high level of integrity in SBA's gpplicants, lenders, and
employees. While the Invetigations Divison has the primary respongibility for OIG efforts to prevent
fraud and abuse, dl OIG divisons directly contribute to fogtering integrity in SBA programs and
operations. For example, audits frequently result in referrds for investigations and investigetive results
are dways analyzed to identify potential steps to improve controls. Much of the OIG effort in the area
of fraud and abuse is reective.

For FY 2002, OIG will invedtigate those cases with the highest impact and potentid for successful
prosecution. In addition, OIG will expand activities to pursue civil fraud under the Fse Clams Act and
the Financid Ingtitution Reform, Recovery, and Enforcement Act of 1989.

Traditiondly, the Investigations Divison has relied on SBA’s personnd to refer dlegations concerning
fraud, abuse, and mismanagement in SBA programs. As SBA’s employees reduce ther direct
involvement in reviewing loans, however, fraud indicators will have to be identified by lenders  OIG
integrity and fraud awareness programs will be restructured to equip SBA employees to perform their
new or expanded lender oversight role. OIG will develop new programs to educate the lending
community concerning their responshilities to report dlegations of wrongdoing and heighten their
awareness of the role of OIG. Outreach will include atending and/or participating in lender-related
conferences and other activities and educating non-SBA employees of the more than 5,000
participating, certified, and preferred SBA lending partners. OIG will adso continue to conduct a
comprehendve employee integrity assurance program.

In addition, as resources are available, OIG will conduct studies of the underlying conditions that foster
opportunities to commit fraud and recommend ways to detect vulnerabilities.

OIG will continue its name and fingerprint checks for SBA program participants, and assst the Agency
inits pre-employment screening program by conducting background checks of potentia key employees.
OIG will explore the use of other information sources to identify persons of bad character and preclude
their participation in SBA programs.
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The Invedtigations Divison will provide the mgority of the saff and other resources necessary to
accomplish God 2. In addition, god achievement will depend on the contributions of the Auditing,
Inspection and Evauation, Management and Policy, and Counsel Divisons. Approximately 50 percent

(or $6,201,073) of OIG FY 2002 resources will be dedicated to Goa 2.

Objective 2.1 Detect/identify waste, fraud, abuse and integrity problemsin SBA pro-

grams and oper ations and take appropriate action.

FY 1999| FY 2000 | FY 2001 | FY 2002
Actual | Actual Estimate | Edstimate
Percentage of criminal cases referred that
are accepted by U.S. Attorneys N/A* N/A* 50% 50%
Percentage of Affirmative Civil Enforce-
ment (ACE) casesreferred that are ac-
ceptefg by U).S. Attorneys NIA® NA® 35% 35%
Intermediate Outcomes

Pgrcmtagg of potentiad monetary recov- 20% 17% 20% 20%
eriesto estimated |osses
Percentage of closed casesresulting in
crimind, civil, or administrative actions 32% 23.5% 25% 25%

* The Investigation Divison's current management information system (MIS) does not record when a

referrd, ether crimina or ACE, is“accepted” by a Federal prosecutor. When implemented in FY
2001, our new MIS should provide that capacity.

Objective 2.2 Prevent and deter fraud and abuse, and other misconduct through studies
and education programsfor employees and participants.
FY 1999 | FY 2000 | FY 2001 | FY 2002
Actual Actual Estimate | Estimate
Output Performance Gods
Number of SBA employees atending in- 499 222 300 300
tegrity briefings
Number of private sector partners attend- 150 96 150 150
ing integrity briefings
| ntermedi ate Outcome
Percentage of target population reached 8% 4.2% 8% 8%
by integrity briefings
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Objective 23 Preclude persons not of good character from participating in SBA
programs and employment.

Output Performance Goal

Narrative assessment of the work of the Office of Security Operationsin conducting crimi-
nal background checks of SBA program partners and participants, and administering SBA
applicant/employee/contractor background investigations

Outcome/lmpact for Goal 2: SBA internal policies, procedures, and controls are
srengthened and provide a deterrence for future wrongdoing. OIG activitieslead to
changesin SBA practices that effectively reduce fraud and abuse, and promote the integ-
rity of SBA programs and operations.

Methodology for Measuring Outcomes. OIG will assessthe practicaity and feesbility
of developing evaluations of mgor investigative cases and related audits and inspections to
estimate the impact on the prevention and deterrence of fraud and abuse. In addition, as
SBA deveops and verifies the accuracy of its performance measurement system, it may be
possible to use some of the information to indicate OIG effectiveness.

Limitations. Evauation efforts will be congtrained by alack of information on the extent
of actud fraud and other misconduct in SBA’s programs and operations.

Goal 3. Ensurethe economical, efficient, and effective operation of OIG.

FY 2002: OIG recognizes thet its operations are only as good as its people, communications, and plan-
ning and control processes. Therefore, OIG will continue to emphasize these functions and strive to
improve them. OIG will continue to explore innovative ways to recruit, develop, and retain awell-
quaified work force, including regular assessments and provision of necessary training. OIG will pro-
vide up-to-date and secure computer technology and information systems for OIG staff. Support func-
tions, such as legd advice, adminigrative services, budget development and execution, and procure-
ment, will be timdly to ad in carrying out OIG mandated functions.

OIG will continue to gtrive to improve communication with Agency officids and stakeholders to improve
our planning process and information services on the results of our operations. In developing our annua
operaing plans, OIG will closely cooperate with SBA management to identify areas for in-depth re-
view. OIG will seek to be more proactive in evauating SBA's programs, management structure, and
adminigrative systems, and devel op work products that provide input or feedback to SBA management
on an expedited basis.
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Maintaining ongoing liaison with Agency officids (both headquarters and fidld), key congressond com+
mittees, the Office of Management and Budget, the Presdent's Council on Integrity and Efficiency, and
others as gppropriate is key to effectively accomplishing the OIG misson. We will continue to identify
and share the knowledge/experience of individud staff members across OIG organizations.

OIG will complete an annud plan--based on current information from strategic plans, budget, legidative
and program developments, previous reports, externa sources, and in consultation and coordination
with customers and stakeholders--that identifies high-priority issues for OIG review. As with the other
two OIG gods, staff and other resources necessary to accomplish the support functions related to Goal
3 will come primarily from one divison—Management and Policy—athough dl divisons are key to ac-
complishing the objectives of thisinterna operating god. Approximately 14 percent (or $1,764,634) of
OIG FY 2002 resources will be dedicated to Goal 3.

Objective 3.1 Provide thetools, services, and supportive work environment neces-
sary to improve employee productivity.

FY 1999 | FY 2000 | FY 2001 | FY 2002
Actual Actual | Egtimate | Estimate
Output Performance Goa's
Percentage of gtaff that received the train-
ing established by OIG for their career N/A* 85% 100% 100%
needs
Percentage of employees provided the IT
products necessary to do their jobs, as N/A* 100% 100% 100%
established by the OIG
I ntermediate Outcomes
Percentage of employees satisfied or very
satigfied in annua employee surveys N/A* 6200* * * 65% 65%
No materid wesknessesidentified in audit
quality controls by externa peer reviews N/A** N/A** None ** N/A**

* Standards for measuring this goal and the employee survey instrument were developed in FY 2000.

** Peer reviews are conducted every three years. The peer review was scheduled to be completed in FY 2000, but was actually com-
pleted in FY 2001. The peer review found no material weaknessesin audit quality controls.

***Based on responses to an OIG Organization Assessment Survey distributed September 2000: “ Considering everything, how satisfied
are you with your job?’
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Objective 3.2 Communicate and foster cooper ation with all stakeholders, customers,

and inter ested parties.

Output Performance Goa g/l ntermediate Outcome

Narrative assessment that may include anecdota results of ongoing contacts with customers and
stakeholders, OIG work on PCIE and interagency projects, and/or customer satisfaction surveys

Objective 3.3 Develop and maintain a planning process that will provide for effective
monitoring of operations and identify opportunitiesfor improvement.

Output Performance Goa/ Intermediate Outcome

Narrative assessment of the results of the OIG planning process

Outcome/lmpact for Goal 3: An OIG g&ff that is fully supported with the tools, services, and
direction necessary to be economicdl, efficient, and effective, and works cooperatively and in a

timely manner with customers and stakeholders.

M ethodology

An andyss of the performance god results in each Annua Performance Report (beginning with
the FY 2001 report) should indicate if OIG is operating economicaly, efficiently, and effectively.

Statistical Data on Selected Product Outputs

FY 1999 FY 2000
Actual Actual
Office-Wide Dollar Accomplishments
Potentid Investigative Recoveries and Fines $10,419,102 | $7,555,827
Management Avoidances As a Reault of Investigations and $28382.286 | $28741.121
Name Checks
Disalowed Costs Agreed to by Management $2,322,780 | $1,153,535
Recommendations That Funds Be Put to Better Use Agreed to
by Managemert $8,929,983 | $9,762,700
Goal 1 Accomplishments
Reports | ssued 28 33
Number of Recommendations Made 103 126
Disallowed Costs Agreed to by Management $2,322,780 | $1,153,535
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Recommendations That Funds Be Put to Better Use Agreed to

by Managemert $8,929,983 | $9,762,700
Number of Reviews of Proposed Legidation, Regulations,
Standard Operating Procedures, and Other SBA | ssuances 241 323
Goal 2 Accomplishments
Cases Closed 138 132
Indictments 44 73
Convictions 53 38
Potentid Investigative Recoveries and Fines $10,419,102 | $7,555,827
Loans not Approved as a Result of: $28,382,286 | $28,741,121
1) Investigations $0 $1,404,529
2) Name Check Program $28,382,286 | $27,336,592
Number of Integrity Briefings 12 15
Goal 3 Accomplishments
Number of FOIA Responses and Other Disclosures 67 89
Number of Subpoenas Issued 86 135
Number of External Reports |ssued 19 14
Number of Employees Trained 114 94
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