
Financial Reporting



Did 
you  
know

The SBA makes low-interest 
loans to homeowners, renters 
and non-farm businesses of all 
sizes following a Presidential 
disaster declaration. Homeowners 
may borrow up to $200,000 to 
repair or replace damaged real 
estate. Individuals may borrow 
up to $40,000 to cover losses to 
personal property.
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Message from the Chief Financial Officer

November 15, 2007

I am pleased to submit the U.S. Small Business Administration’s Agency Financial Report for FY 2007.  This report provides SBA’s 
financial results as required by the Reports Consolidation Act.  

FY 2007 was a landmark year for the SBA in the area of financial management.  The progress we have been making over the 
past four years culminated in the elimination of the remaining material weakness in financial reporting that has been reported 
since FY 2001.  The SBA’s unqualified independent audit opinion with no material weaknesses and just one significant deficiency 
reflects the progress we have made and the improved quality of our financial processes, data, and statements.  Based on these 
audit findings, including our compliance with the Federal Financial Management Improvement Act, the SBA is on track to achieve 
“green” for both status and progress for the Improved Financial Management element of the President’s Management Agenda.

We continue to be proud of the quality and timeliness of our credit subsidy reestimate models and process.   Again this year all 
of our reestimates and quality assurance reviews were completed within our planned schedule.  SBA’s numerous internal reviews 
and the auditor’s review of the subsidy estimates yielded only a few findings and concerns which we were able to address in a 
timely manner.  Because the credit programs constitute the vast majority of SBA’s financial activity, maintaining a very strong 
internal control process and high quality, state of the art cost models is a top priority for us.    

In financial management and reporting, we completed two key initiatives this year.  First, we conducted a thorough review of the 
quality assurance process, including documenting each reconciliation point across all systems and data sources used to generate 
the financial statements.  This effort successfully addressed last year’s audit recommendation regarding the material weakness in 
financial reporting.  

Second, we identified and resolved an issue with increases to loans that would have become a problem if we had not taken ac-
tion.  Specifically, we modified our systems to record disaster loan increases as new loans in the year they were made, consistent 
with the requirements of the Federal Credit Reform Act.  SBA’s systems had not had this capability in the past but since the 
amounts involved were never material it had not been a major concern.  However, during FY 2007, the SBA had over $529 million 
in increases to loans originally made in FY 2006 to Katrina, Rita, and Wilma hurricane victims so the impact on the financial state-
ments of improperly recording these increases in a previous cohort would have been significant. 

Since late FY 2004, the SBA has had an independent Audit and Financial Management Advisory Committee.  During FY 2007, 
the Committee was highly engaged in the financial reporting process and audit cycle, providing advice and counsel and making 
recommendations for our financial statement footnotes and the AFR.  We are proud to have one of the few independent audit 
committees within the government and appreciate the opportunity to have such an esteemed group of professionals advising us.  
I thank them for their support and dedication to our continued improvement.  

The SBA also continued to make important strides in budget and performance integration this year.  Our ongoing efforts were re-
flected in our “green” status in the President’s Management Agenda throughout FY 2007.  The Agency completed a new strategic 
plan which we will begin reporting against for FY 2008.  Our participation in this “pilot” Annual Financial Report reflects our desire 
to improve the effectiveness of our external reports.  

Finally, the SBA continued to garner value from the new internal control requirements under Appendix A of OMB Circular A-123 
which become effective for the FY 2006 reporting cycle.  Engaging program office staff to understand the requirements and lever-
age the opportunities associated with internal controls was a primary objective this year.  We will continue to build on our progress 
toward our goal of transforming the SBA into an organization with a strong risk management culture.
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In summary, FY 2007 was a rewarding year in financial management at the SBA.  Achieving an unqualified opinion with no 
material weaknesses has been our objective for the five years since the SBA lost its prior unqualified opinion.  Now that we have 
achieved our goal we will dedicate ourselves to maintaining the high quality financial management processes we have put in 
place and continuing to expand the quality and use of our financial data for decision making.  

Thank you for your interest in our FY 2007 Agency Financial Report.  

Jennifer E. Main 
Chief Financial Officer
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Audit and Financial Management Advisory Committee’s Report

November 15, 2007

The Audit and Financial Management Advisory Committee (the Committee) assists the Administrator in overseeing the U.S. Small 
Business Administration’s financial operations. As part of that responsibility, the Committee meets with Agency management, the 
Agency’s Inspector General, and its external auditors to review and discuss SBA’s external financial audit coverage, the effec-
tiveness of SBA’s internal controls over its financial operations, and its compliance with certain laws and regulations that could 
materially impact SBA’s financial statements. SBA’s external auditors are responsible for expressing an opinion on the conformity 
of SBA’s audited financial statements with the U.S. generally accepted accounting principles. The Committee reviews the findings 
of the Inspector General and external auditors, and SBA’s responses to those findings, to ensure that SBA’s plan for corrective 
action includes appropriate and timely follow-up measures. In addition, the Committee reviews the draft Agency Financial Report 
(AFR), including its financial statements, and provides comments to management who has primary responsibility for the AFR. The 
Committee met four times with respect to its responsibilities as described above, and in conjunction with the 2007 fiscal year. 
During these sessions, the Committee met with the Inspector General and external auditors without SBA management being 
present and discussed with the external auditors the matters that are required to be discussed by generally accepted auditing 
standards. Nothing came to our attention as a result of these discussions to indicate changes were needed to the financial state-
ments and notes thereto that are included in the FY 07 AFR.

  

Edward J. Mazur 
Chairman 
Audit and Financial Management Advisory Committee
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