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Q3. T had to remove debris from my property sfter
the disaster. Can this expense be included in my
loan application?

A. Yes, but your own labor and that of family
members cannot be included. Amounts paid to others
‘and any equipment rental can be listed as part of
repairs 10 real estate. Remember that the maximum
{oan limit on physical damage is $1.5 million, and
debris removal is inctuded in that limit.

Q. Iam a farmer. Am I ehglble lo apply for SBA .
assistance for damage to my farm? -
A. No, not for damage to farms. However. you may

apply to the SBA only for a loan to cover the damage .

- o your home and its contents. It may be in your
interest to seek assistance ﬁrst from the Department of
. Ag:ncullure

Q. 1 would like to get a contractor’s estimate for
the cost of repairing damage to my business, but

I'm having difficulty in finding a centractor. . -+ .

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 coniractor’s estimate, include it; otherwise
include your own. The SBA will verify the damage
estimate in your application. The sooner vou 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 waiting 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;
however, 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.

). If my business is completely destroyed, can the
SBA lend me moeney to relocate my business?

A, Yes. In certain circumstances, limited relocation
costs can be included in the loah amount. Whenever

- relocation is involved. you shouid contact the SBA -

disaster office before making any commitments.

Q. Besides the damage to my property, my
business suffered economically from the disaster.
Do SBA loans cover these economic losses?

A. Yes they do. but only if you and your business do

not have credit available elsewhere, and your business
qualifics 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 any affiliates may borrow for any one
disaster is limited to $1.5 million for both physical .
damage and ecopomic injury combined.

* See SBA publication DA-3, Economic !n}un
Disaster Loans for Small Business.

Q. Is flood insurance needed to get a loan?

A. If the business is in a special flood hazard area, or

if the disaster damage was caused by flooding. it must
have flood insurance before we can disburse a loan. If
the business was legally required to mainiain flood

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

disaster toan.

For More Information

The SBA delivers loans through four disaster area
offices located in Niagara Falls. N.Y.; Adanta. Ga.;
Ft. Worth, Texas: and Sacramento, Calif. When a
disaster occurs, information on SBA assisiance is
available thruugh a toll-free number published
locally.

To accass the agency’s electronic public information
services, you may call the following;:

SBA OnLire: 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 uniform resource locators (URLs)
SBA Home Page: hup://www.sbaonline.sba.gov
SBA gopher: gopher://gopher.sbaonline.sba.gov
File transfer protocol: ftp://fip.sbaonline.sba.gov
Telnet: telnet://sbaonline.sba.gov

Fl

All of the SBA's programs and services are provided to
the public on a nondiscriminatory basis.

Federal Recycing Program ,:!‘ Praited on Recycied Pper

DA-2 (4/97) Previous editions obsolete
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SMALL ~ has suffered physical damage

a8 a vesult of 3 disaster, you may be eligible
for fnancial assistazce from the U.S, Smatl
Business Administration,

Any business that is levated io a declared
disaster ares and has incurred damage during 1he
disaster winy apply for 2 loan to help repair or
replace damaped property 1o is pre-disaster
vondition, The BBA makes physical disaster loans
of up 1o $1.3 million to quaolified businesses,

I F YOUR BUSINESS — LARGE OR

USE OF PROCEEDS

Repair or replacement of real propenty,
machinery, equiposent. fixiures, inventory and
Leasehold Dmprovements may be ixluded in the foan,
I addition, disaster foaas w sepaiy of replace real
property or leasehold raprovernents may be
increased by as much as 20 pereens o protect the
duamaged real property sgainst possible future
disasters of the same typs, .

SBA loans will cover uminsured physical
damage. I you are required (o apply insurance
proceeds to an outstanding mortgage on the damaged
property, you can inclode the amount applied in your
disaster oan.

INTEREST RATES

The interest rute that the SBA charges ona
disaster foan is determined by your zbility to obiain
credit clsewhere — that i, from nonfederal sources.

UNABLE TO OBTAIN CREDIT
ELSEWHERE

i the SBA determines tat the business for
pomprofit organization} is enable 1o obiin credt
alsewhere (eonsidering the cash flow and assets of the
business, s principals and affiflates). Ge law sets a
maxiavum lnterest rate of 4 pereent per year

The maximum maturity for such business
disaster loans is 3 yemrs. However, the acnsd
maturity is based an your ability 10 repay the loan,

ABLE TO OBTAIN CREDIT
ELSEWHERE

For businesses thas the SBA has dewermined are
able to obtain credi elsewhere, the interest rae cannot
axceed that being charged in the private marker at the
{ime of the physical disaster or 8 percent, whichever is
less. The maturity of this Joan cannot exceed three
YEAS.

Nute: Charitable, refigions, noaprofit and
Stmibar organizations with the ability 1o obtain credit
eisewhere are ehigible for physical disaster loans for
up b 30 years at an interest rate bused vpon g differem
standory formuls, The nearest SBA disaster office
can supply you with the interest rate.
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 QUIESTIONS AND ANSWERS

ABOUT PHYSICAL DISASTER
LOANS TO BUSINESSES

{3, Dve heard that SBA lsan applications are
corplicated and hard to camplete, ks this tree?
A. No. The applivation form asks you for the same
information about the business and its substantial
pwners and managers that generally I8 required for a
bank loan. If you need help, SBA personnel are
avaifable to explain the forms and give vou assistance
at no charge. Yoo may use the services of an accoon-
1ant, atorney or ather representative o you wish, but
be sure they are refinble and that their fees are
reasonable, You must report the use of a representa-
tive wind their fees charged an your loan application.

Q. H 1 receive a disaster loan, may | spend the
poney gay way 1 want? X

A No. The disaster loan 1S intended to help you
FELTE YOUF property 10 it pre-disaster condition and,
wruder centatn chrcamstances. for mitigating devices.
Your foan will be made for specific and designated
purposes. Remember that the penalty for misusing
disaster funds & inmedinte repayment of one und z
Balf times the onigiond sosount of the loan, The §BA

requires that you obiailn receipts and maintain good
records of all loan expenditures as you restore your
damaged property, and thay you keep these meeipts
and records for three years.

Q. [ atready have a morfgage on my husiness, Can
the SBA refinance my mortgage?

A. Invenuin cases. yes. To be eligibie for SBA
refinancing: (a) the property has to have been
desiroyed or substantially damaged: {b) the SBA must
determine that the business is anable to obtain credit
elsewhere: {c} the amount of refinancing cannot
exceed the actual amount of damage; and (&) the
amoun! shall be reduced 10the extent such mortgage
or Hen i satisfied By insurance or other source of
funds. An SBA loan officer can provide vou with
more detailed nformantion on your specific situation.

Q. Is colinteral required for these Joans?

A. Loans of $18,000 or less do net require colluseral.
Loans in excess of SHLGH require the pladging of
collateral to the extent it is avatlable, Normally the
entiateral would consist of & first oy socond mongage
on the damaged busingss propenty. In addition,
personal guaranties by the principals of a business are
required. The SBA will ot decline a Tosn foe baek of
collateral, but vou musst pledpe avoilable collateral,

Q. When will E kiow i 1 et the Joan?

A. That depends on when you file & complete SRA
loan applications. To make 2 loan., we have 10 estimase
the cost of repairing the damage, be satisfied that the
business can repay Wbe loan out of the operations of
the business, and ke reasonable safeguards to help
ensure that the loan is repaid. Since we process
applications in the order received, the faster you can
retam i o us with all the needed information, the
faster we can work on il We by ko make a decision
on each application within seven 1o 21 davs. Be surg
the information in your apphication is complete:
missing information is the bigpest cause of delay,

L e

3. How soon can | expeet the money?

A. Leans over 310,000 have 1 be secured. Usually,
the security consists of & first or second moripage on
the damaged business property and personyd guaran-
ties. After we approve the foan, we will tell vou what
documents are needed to close the loas. Onoe we
receive these documents. we can disburse the fands.
Because our disaster loans are subsidized, the SBA
provides the money in installments, a5 you necd it
repair of replace the dumage.

Q. Will the SBA check the losses I claim?

A. Yes. Once you have returned your Joan applica-
tion, an SBA loss verifier will visit you 10 determing
the extent of the damage and the cost to repair or
replace i1, '

J. What information do I need to help me
complete the Yoan application form?

A. Necessary information is specified in te loan
apptcation and inclades: {13 an emized st of losses
with vour esumate of the repair or replncement cost of
cach itemy; () 2 copy of certatn federal Income 18y
informaution {as specified on the application), (K a
brief history of the business: and {44} personal and
business finnncisl statements, A conlracior's estimate
for repainng sirocturad damage gy be desdeable. but
you may make your own cost estimate if vou wish,
Remember to sipn and date gach part of the spplica-
sion; we cannof provess ¥ 3 vou omil sy form that
FECUIres YOUF SIgnaie,

Q. How may I use the SBA disaster lean?

A. The loan is intended 10 help you restore yvour
property as close as possible 10 its pre-fisaster
condition and, under ¢ertain circumatanges, for
mitigating devices. Normally. SBA lunds cannot be
used to expand or upyrade o business, If. however,
city or county building codes require suweh upgrading,
then you can use the SBA Joan for that parpose,
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