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Q. I had to remOl'e debris from my property after 
the disaster. Can this expense be included in my 
loan application? 
A. Yes. bm your own labor and that of family 
members cannot be included. Amounts paid to others 
.~d any equipment rental can be listed as part of 
repairs to real estate. Remember that the maximum 
loan limit on physical damage is $1.5 million, and 
debris removal is included in that limit. 

Q. I am a farmer. Am I eligible to apply for SBA 

assistance for damage to my fann? 

A. No, not for damage to farms. However. you may 
apply to the SBA only for a loan to cover the damage' 
to your home and its contents. It may be in your 
interest to seek assistance first from the Department of 
Agriculture. . 

Q. I would like to get a contractor's estimate for 
the cost of repairing damage to my business, but 
I'm ha"ing difficulty in finding a contractor. • ~ 

Should I hold up my application until I get the 
. estimate? 

-A. No. You' might miss the deadline for filing your 
application by waiting.for a contractor's estimate. If 
you have a contractor's estimate, include it; otherwise 
include your own. The SBA will verify the damage 
estimate in your application. The sooner you file a 
complete application, the faster the SBA can process it. 

Q. Should I wait for my insurance settlement 

before I file my loan application? 

A. No. Don't miss the filing deadline by ",'aiting for 
an insurance settlement. The application should be 
returned to the SBA right away;' final insurance 
information can be added when a settlement is made. 
We can approve a loan for the total replacement cost; 
howe~'er, you must assign the insurance proceeds to 
the SBA settlement. 

Q. Must I use my own money or try to .borrow 

from a bank before I come to the SBA? 

A. No. The resources of the business and its princi
pals will be considered in determining the ability of 
the business to obtain credit elsewhere. 

Q. Ifmy business is completely destroyed, can the i 

SBA lend me money to rtlocate my business? 
A. Yes. In certain circumstances, limited relocation 
costs can be included in the loan amount. \Vhenever 
relocation is: involved. you should contact the SBA 
disaster office before making any commiunents. 

Q. Besides the damage to mJ.property, my 

business suffered economicallJ from the disaster. 

Do SBA loans co,'er these economic losses? 


,A. 	Yes they do. but only if you and your business do 
not have credit available elsewhere, and your business 
qualifies as small as defined by the SBA. The same . 
application is used together with a supplementary 
form for the economic injury. * The maximum amount 
the business and B?Y affiliates may borrow for anyone 
disaster is limited to $1.5 million for both physical 
damage and economic injury combined. 

*See SB~ publication DA-3, Economic Injury 

Disaster Loans for Small Business. 


Q. Is nood insurance needed to get a loan? 
A. If the business is in a special flood hazard area, or 

if the disaster damage wa.<; caused by flooding. it must 

have flood insurance before we can disburse a loan. If 

the business was legally required to maintain flood 

insurance but did not, then the SBA will not make a 

disaster loan. 


For More Information 
The SBA delivers ·loans through four disaster area 
offices located in Niagara Falls. NY; Atlanta.. G!l.; 
Ft. Worth, Texas; and Sacramento. Calif. When a 
disaster occu~, infonnation on SBA assistance is 
avail<!ble through a toll·free number published 
locally. 

To ~ccess the agency's electronic public informa:ion 
services, you may ~all the following: 
SBA OnLine: electronic bulletin board - modem 
and computer required 
• (800) 697-4636 (limited access) , 
• (900) 463·4636 (full access) . 
• (202) 401-9600 (D.C. metro area) 
Internet: using unifonn resource locators (UR!-s) 
SBA Home Page: http://www.sbaonline.sba.go·v 
SBA gopher: gopher:lfgopher.sbaonline.sba.gov 
File transfer protocol: ftp://ftp.sbaonline.sba.gov 
Telnet: telnetllsbaonline.sba..gov 

All a/the SBA 's programs and sen'ices are provided 10 
the public on a nondiscriminatory basis. 

. p 
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APPENDIX 28 

The Facts About. 

PHYSICAL, 

DISASTER 
BUSINESS LOANS 
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I F YOUR BUSINESS - LARGE OR 
SMAU. - has suffered physical damage 
as a result of a disaster. JOU may be eligible 

for financial assistance from the U.S. Small 
Business Administration. 

Any busina;; that is located in a declared 
disaster a.rea and has incurred damage during tbe 
diu;;ter may Ilpply [or a tfJ8R to help rt.1!!llr t!r 
rep~re damalloo property to ibprewdimster 
conliiIWn. The SSA makes pbysieal disaster loans 
of up 10 $1.5 million to qUlIJilled busin~ 

USE OF PROCEEDS 
Repair or repl~Inent of fea} PlOpeny, 

maclJiuery, equip{))('ut fixmtcs. invenrory and 
leasehold improvements may he h\Cluded in the loon. 
In additiDn. disaster loon:. lO repair or replace real 
propcny or lell~ehold improvemenls may be 
increil5cd by M much :L" 20 percem lO protect Ihe 
damaged real property againsl po~sible fUlure 
disasters of the samc type. 

SBA loans will cover uninsured physical 
damage. If you are required to apply insurance 
proceeds to an outstanding mortgage on the damaged 
property, you can include the amount applied in your 
disaster lo.an. 

INTEREST RATES 
The inten!Si rate that the SUA charges on a 

disaster loan is determined by your ability to -obtain 
credit elsewbere - that i", from nonfooeral sources. 

UNAaLE TO OBTAIN CREDIT 
ELSEWHERE 

1£ the SBA detennint!i thall.he business (or 
nonprofit organilalion) is unaUle 10 obtain credit 
elsewhere (considering the cam flow and assetS of me 
business, its prindpal5 and affiliates). the law sets a 
maximum in{ere~ rdte of 4 percell! per year. 

The maximum maturity fur sucb business 
disaster loans is 30 years. HoweRr, tlle actual 
maturity is based on your ability IU repay the loan. 

AaLE TO OBTAIN CREDIT 
ELSEWHERE 

For businesses thmlhe SBA has dc{crmined are 
able to obtain credit elsewhere, the interest ralc cannot 
eX\:eed that being charged in the private market ::It the 
time of the physical disaster or 8 pen:cnt, whichever is 
less. The maturity of this loan cannot exceed three 
years:. 

Note: Cbarililble, reHgjoll~, mmpmfit and 
similar organizations with the abillty to obtain credit 
elsewhere are eligible for physkal rlisa.~ter loans for 
up to 30 years at an interest rate bam! upon a different 
statutory fonnula, The neare£,t SUA disaster office 
can supply you with the interest role. 

QUESTIONS AND ANSWERS 
AaOUT PHYSICAL DISASTER 
LOANS TO BUSINESSES 
Q. I"'e beard that SBA loan applications are 
romplicated and hard to C<lmpre1e. Es this true'! 
A. No. The application fonn a"t~ you for the same 
information about the business and its substantial 
owners. and manage~ Ihal generally i~ required for a 
bank loan. If you need help, SBA personnel are 
available to explain the torms and give you assistance 
al no charge. You may use the services of an accoun
tant, attorney or other representativc if you wish, but 
be sure they are reliable and that their fees are 
reasonable, You must relXlrt the use of a rcpresenta
tive and their fees charged on your loan application. 

Q. If I ~Cfivt a disaster loan, may I spi:nd the 
Ulooey any way I "ant? 
A, No, The disaster !oan is intended to help you 
return yUlJr property to its pre"ilisaster condition and, 
under cemin circumstances, for mitigating devicei. 
Your lQali will be made for spedfl<' and designated 
purpose:>. Remember dun me penalty fQr misusing 
disaster funds is immediate repayment ofone and a 
half tunes the OllgmaJ amount Qf HiC loan, The SBA 

requires that yO'll oblain receipts and maintain good 
re<:ords of aliinan e~pendilUres as you reswre your 
damaged property. and !hat )'OU keep tlJ.ese receipts 
and records for three years. 

Q. I already have a mortgage on my bU5i~ss. Can 
the SBA refinance my mortgage? 
A. [n certain ca,es, yes. To be eligible for SBA 
refinancing: (a) the propeny has to have been 
destroyed or substantially damaged: (b) the SBA must 
detennine that the business is unable to obtain credit 
elsewhere: {c; the amount of refinancing cannot 
exceed the actual amount of damage; and {d) the 
amount shall be reduced to the ~tent such mortgage 
or lien is satisfied by insurance or other source of 
funds. An SEA loon officer ran provide you with 
more detailed inf'lJrm,lti<lJI on your "pecific situation. 

Q. Is cnUateral requiMl for these' loam? 
A. Loons of $10,000 or less do not require collateral. 
Loans in excess of $10,000 require the pledging of 
colJateral to Ihe extent il is available. Normally the 
collateral would consist of a flnt or second mOJ.'1,gage 
on the dllmagW busine~s propeny. In addition, 
personal guaranties by tbe principals of a business aJ'f 
required. 'The SBA will not decline a loan (Of lack of 
coUateral. but you must pledge available collateral, 

Q. When will I know if I get lh~ Joan'? 
A. Thai depends on when yoo file a complele SSA 
loan application. '10 make a loan. we have 10 estimalc 
the cost of repairing the damage, be satisfied Ihat the 
business can repay lhe loan out of the operations of 
the business, and take rea<;onable safeguards to help 
en~ure that the loan is repaid. Since we process 
applications in the order rC1:elved, the faster you can 
return it to us with all the needed infnnnatkm, the 
faster we can work on it We try 10 make udecision 
on each application wiiliin seven 10 21 day:l\. Be sure 
the informaflon 1n your appbcalion is complete: 
missing information is the biggest cause of delay. 

Q. How soon can I expect the money? 
A. Loans over $1O,(}oo have 10 be stX:ure<t Usually, 
the security con:.ists of a first Of second mortgage on 
the dama.,aed business: property and personal guaran_ 
ties. After we approve rhe loan, we willlell you what 
documents are needed to close the 10M, Once We 
receive these dOl.'Uments. we can dhburse the foods. 
Hecause our disaster loans are s-ubsidjz.ed.lhe SBA 
provides the money in installments, as you nce(l it to 
repair or replace the. damage. 

Q. Will the SBA chlX'k the los.ses I daim'? 
A. Yes. Once you have ret~lrncd your loan applic<l
lion, an SBA loss verifier wi!! vi~il you to determine 
lhe exten! of the damage and the CQst to repair or 
replace it. 

Q, What information do J nero to help me 
romp!.ete the loan application fooo? 
A. Necessary information is spedfied in the loan 
applic:.ttion and includes: (u) an itemir.ed Hsj of losses 
with your estimate of the repair Qr replacement cost of 
each item; (b) a <:opy of certain federdl income tax 

information (as specified on the application}; {c) n 
briefhlsroty of the business: and {ti) petr.ooul and 
business financial statements, A contractor's estunate 
for repairing suoctural damage may be der.irable. but 
you may make your own cost estimate if you wish, 
Remember to sign and dale each part of the applica
lion: we cannot proct"l.:!t. it if you omil any form that 
requires yonr signall.lre, 

Q. How may I use tilt SBA disaster loan? 
A. The loan is intended to help you u!SlOre your 
property as close as por,sible to its pre-disaster 
<:ondition and, under certain circumstances, for 
mitigating devices. Nonnally. SBA funds cannot be 
used to expand or upgrade .. busine-ss. If. however. 
city or county building codes require such upgrading, 
then you can use the SB1\ loan (01' that pmpo,>e. 
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