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HURRICANE SANDY: ASSESSING THE
FEDERAL RESPONSE AND SMALL BUSINESS
RECOVERY EFFORTS

THURSDAY, DECEMBER 13, 2012

UNITED STATES SENATE,
COMMITTEE ON SMALL BUSINESS
AND ENTREPRENEURSHIP,
Washington, DC.

The Committee met, pursuant to notice, at 10:06 a.m., in Room
SD—428A, Russell Senate Office Building, Hon. Mary L. Landrieu,
Chair of the Committee, presiding.

Present: Senators Landrieu, Cardin, Vitter, and Risch.

OPENING STATEMENT OF HON. MARY L. LANDRIEU, CHAIR,
AND A U.S. SENATOR FROM LOUISIANA

Chair LANDRIEU. Good morning. Thank you all for joining us
today to discuss the Small Business Administration’s response to
Hurricane Sandy, the President’s recent supplemental request in
this space, and State and local small business recovery efforts in
the impacted region.

I would like to thank our witnesses that will be testifying in just
a moment, and I will introduce them in just a moment, but let me
make a couple of brief opening statements.

We are here today to evaluate the response and recovery effort
in the aftermath of Hurricane Sandy, which struck the North-
eastern United States on October 29 as the largest sized storm sys-
tem in U.S. history. Hurricane Sandy claimed the lives of 132
Americans, damaging or destroying more than 651,000 homes and
459,000 businesses, leaving more than 8.5 million families without
power, heat, or running water. Most of the water and electricity
and power grid has been turned back on, but yet I understand
there are still communities that are challenged.

The scale of this disaster has created significant housing and
transportation challenges, and successful recovery will require a
sustained effort on the part of the Federal, State, and local offi-
cials, private businesses, voluntary organizations, neighbors, and
survivors, of course, themselves.

Earlier this week, I had the chance to tour some parts of the tri-
State area that were hardest hit. I was led on that day trip by Sen-
ator Menendez. Senator Lautenberg’s staff was in attendance. Sen-
ator Tester and Senator Stabenow took the opportunity, Senators
from Montana and Michigan, to come and tour the area, because
we are very concerned, and Senator Vitter, who will be joining us
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today, was scheduled to come and planned to, but weather delayed
him. So we have both Republicans and Democrats with their eyes
on the disaster.

One of the reasons we are here today, however, is to make sure
that the Federal Government, through the Small Business Admin-
istration, is doing everything in its power to assist the thousands
of small businesses that have been hurt in this natural disaster.

By and large, the Federal response has been robust to Hurricane
Sandy. More than 500,000 people have registered for temporary
housing and individual assistance. FEMA, they were on the ground
right away, has provided over 15 million meals, 20 million liters of
water, 1.7 million blankets, and 135,000 tarps. DOD has delivered
9.3 million gallons of gasoline to over 300 gasoline stations, and
270 million gallons of salt water have been pumped out of transit
tunnels. There have been over 17,000 Federal personnel and over
11,000 National Guardsmen, and I want to take a minute to thank,
again, the first responders at every level, from firehouses to police
stations to volunteers in the neighborhood as well as the National
Guard from so many States that came to the aid of the Northeast.

The President and numerous administration officials have been
on the ground surveying damage and meeting with State and local
leaders. In fact, Governor Cuomo and Governor Christie have been
here to the Capitol to express their desperate need for help and
support.

I want to start with some positive statistics and then go into just
a few areas that I am concerned about. One of the areas that I am
concerned about is the fact that the SBA has only approved $205
million in disaster loans to approximately 32,000 homeowners,
renters, and businesses. However, the disbursement—while those
numbers sound fairly impressive—the disbursement is only $6 mil-
lion, and we want to get to the bottom of that today. I understand
this number is expected to grow, and, in fact, since this statement
was put together, those statistics have changed. But I think it is
important to keep our eyes on the results, what is happening right
on the ground for businesses and homeowners making decisions
about when to rebuild, how to rebuild, and where to rebuild, and
if they are going to rebuild. It is a big decision.

As Chair of this committee and a Senator from one of the hardest
hit States in recent years, I believe that one of the most important
responsibilities of our committee is to ensure that the SBA be fully
staffed, better prepared, and ready to quickly assist businesses fol-
lowing disasters. In the aftermath of Hurricanes Katrina and Rita,
I took the opportunity as Chair of this committee to really tune up
this response, and I am very proud to see it in operation today.

In the past, planning was insufficient. Staff and funding came up
short. There were just immeasurable delays, red tape, and paper-
work. Following the 2005 storms, it took over 74 days to process
a home loan and 66 days to process a business loan, even longer
for disbursement of disaster funding. SBA pushed disaster victims
for mountains of tax records which had been lost in flooding. I
think all those days are behind us, I hope, and I hope we will hear
testimony that the red tape has been eliminated, that we are not
requiring survivors to produce multiple copies of tax records that,
in many cases, were lost in the storm itself.



3

So for this reason, I am pleased to see that we have had a great
deal of improvement with the SBA and your response to the dis-
aster today. And I want to note that these reforms included a dis-
aster loan limit increase for businesses from $1.5 million to $2 mil-
lion. New tools were authorized, such as bridge loans or private
disaster loans following catastrophic disaster. As I said, improved
coordination between the SBA, IRS, and FEMA. And, very impor-
tantly, allowing nonprofits, for the first time, to be eligible for eco-
nomic injury disaster loans.

In a storm like this, the first groups that are going to be turned
to are your faith-based organizations, your volunteers, your Cham-
ber of Commerce, your local organizations that were themselves
devastated, losing headquarters, losing membership, losing staff
members, sometimes geographically if not in loss of life. People
have moved away or are not living in the community where they
lived. It is very important to get these nonprofit organizations back
up. They will become the leaders, of course, in the recovery.

Building on these reforms, the 2010 Small Business Jobs Act also
included a provision allowing aquaculture businesses to receive eco-
nomic injury loans, a very important business to the State that
Senator Vitter and I represent and to many coastal communities.
I hope these will come in handy this time around.

So I am pleased to report that the time frame for home loans has
been reduced from nine days to 74 days after Katrina and Rita.
That is good. Business loans for Sandy are averaging ten days,
compared to the 66 days in 2005. However, I do think that we need
to do more in terms of getting money on the ground, and we will
share with you some of what you have shared with us in terms of
actual disbursement.

We also, I believe, need to modify SBA requirements that bor-
rowers must use their personal home as collateral when other col-
lateral is available, and I have asked for that provision to be in-
cluded in the supplemental, to give borrowers the maximum flexi-
bility that they need at a time like this, particularly businesses
that have been utterly destroyed. And believe me, I saw for myself
thousands, literally thousands, in just the few hours that I was on
the ground.

Senator Blumenthal, we did not make it to your State, but we
were in New Jersey, in Longview Beach, a small community. I
think Mayor Mancini has been the mayor there, and his father was
the mayor before. He, of course, said to us they have never seen
anything like this in 50 years, and block after block after block,
restaurant, gas station, barber shop, toy store, hairdresser, on and
on and on, just completely gutted with the debris out front.

Now, we have seen these visuals before at home and it is heart-
breaking. And right now, at a very sensitive time in the calendar,
holiday season, with Christmas coming up, these families and busi-
nesses that have, in large measure, Senator, invested their entire
lives building a business that is successful and somewhat seasonal,
because you are on a coastal area, have to make a decision whether
they are going to reopen or not for Memorial Day. So getting these
loans out and getting them with the reduced paperwork, of course,
the care for the taxpayer, is what our goal is.
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I am going to not go into the examples that I have about some
of those businesses because I do want to hear from the leaders of
the Small Business Administration. But I will say that the Presi-
dent sent up just yesterday, the day before, a $6.4 billion supple-
mental request—I am sorry, last week he sent it up—and the
Chairman issued his mark last night, and that document is now
public. I believe that the sooner we pass the $6.4 billion supple-
mental, which provides absolutely essential mitigation, help for
small businesses, homeowners, and most importantly, flexible com-
munity development disaster grants is absolutely essential for the
recovery of this region, because, as we knew going after Gustav
and Ike and Katrina and Rita, if the people do not have confidence
that at least their local leaders have been given access to serious
money, and $60 billion is a serious amount of money, they will lose
hope, because a disaster is so overwhelming. And that is the last
thing you want people to do, is lose hope. You need to really har-
ness that resiliency and the human spirit, to believe that they can
rebuild these communities in the face of overwhelming odds, and
to build them stronger and more resilient.

So we are going to get into the testimony in a minute. Let me
call on Senator Vitter, and I thank him for sitting in for Senator
Snowe—he brings a tremendous amount of experience to this
issue—and recognize him for a short opening statement. And then
we are joined by Senator Blumenthal and Senator Menendez, and
I would be looking very forward to their comments of their own
eyes on the ground and personal experience with their constituents
in this situation. Senator Vitter.

OPENING STATEMENT OF HON. DAVID VITTER, A U.S.
SENATOR FROM LOUISIANA

Senator VITTER. Thanks, Madam Chair, and thanks to all our
witnesses. I just wanted to make three points briefly.

First of all, I want to again express my real sympathy for and
support of all the victims of Sandy. This was a horrible, dev-
astating disaster, wiping out homes and businesses and livelihoods
and it has a very tragic human face and we always need to keep
that in mind. So I am certainly supportive of acting quickly in
terms of help and aid that is going to directly, immediately help
those victims. And we also need to do that in a thoughtful, respon-
sive, and responsible way with the American taxpayer in mind. We
can do both of those things. So I certainly support that.

Secondly, on the SBA side, I think there is good news and there
is room for continuing improvement. The good news is, I do think
we have come a long way positively since Katrina and Rita, and
the SBA disaster response has been significantly improved. The ini-
tial response at SBA in 2005 was slow and inadequate before Steve
Preston took over and really turned the disaster program around,
and it has improved since then.

We were able to work on this committee in a very bipartisan way
to write and enact further improvements and reforms that Senator
Landrieu mentioned, and I was proud to work with Mary and Sen-
ators Kerry and Snowe and others on those improvements, includ-
ing the SBA disaster reforms in the 2008 farm bill. But we can con-
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tinue to learn and can continue to improve and enact reforms and
we need to do that, including in this context.

And third and finally, I want to touch on an area that is outside
this committee’s jurisdiction, but nevertheless very important,
which is the Corps of Engineers and Corps reform. The Corps is ob-
viously another Federal agency that is very important with regard
to any disaster like this and we have to improve the Corps process
and address real reforms so that we can work quickly and ade-
quately, address needs like this. We have been working on that, in-
cluding in a bipartisan way, and I hope to include many further
significant Corps reforms in the next water bill, which Senator
Boxer and I are actively working on now.

So, again, thanks to all of you, and I am certainly all ears.

Chair LANDRIEU. Thank you.

I would like, if I could, Senator Blumenthal, because Senator
Menendez has a time crunch, would you allow him

Senator BLUMENTHAL. Absolutely.

Chair LANDRIEU. Thank you. Senator, you have been such a
champion for the people of New Jersey and the entire region.
Thank you for joining us this morning and we are happy to hear
your opening remarks.

OPENING STATEMENT OF HON. ROBERT MENENDEZ, A U.S.
SENATOR FROM NEW JERSEY

Senator MENENDEZ. Well, Madam Chair, thank you very much
for the opportunity, and thank you for coming to New Jersey with
several of our colleagues and touring the devastation along the Jer-
sey Shore. And I want to thank Senator Vitter, who was on his way
to join us. I appreciate it. Unfortunately, weather deviated his
flight and we could not get together, but I appreciate the effort.

Senator VITTER. I got a wonderful tour of the Pittsburgh airport
rather than seeing what Sandy had done.

Senator MENENDEZ. Well, it looked a lot better than what you
would have seen in New Jersey, I will tell you that. But thank you
very much for the effort and for your comments and to my col-
leagues for their courtesy.

You know, Madam Chair, you and Senator Vitter are certainly
no strangers to natural disasters and you have been an incredibly
important friend and ally throughout the process and helping us
understand the lessons of Katrina.

This is the worst natural disaster that my State has ever faced.
The surge came quickly. It destroyed whole communities. It took
houses from their foundations. It changed the topography of the
coastline. It devastated some of the most densely populated com-
munities in the country. It took lives and property.

More than two-thirds of our residents and businesses lost power.
Forty percent of the nation’s transit riders had their commutes dis-
rupted. Many still today have their, not only their rides disrupted,
but costing them a lot more to make their transit commute to
work, so much more of their income is being bit out of the process.
And a countless number of small businesses are now faced with the
overwhelming job of cleaning up and trying to get back to business.

In New Jersey alone, there are more than 34,000 applications for
SBA disaster loans that have been submitted. These small busi-
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nesses simply do not have the resources or capital that larger com-
panies do to quickly rebuild. It can often take weeks, if not months,
to get back up and running, valuable time and revenue lost at the
worst possible moment. And as you saw, Madam Chair, on Monday
on Long Beach Island, power has still not been restored and small
businesses are still closed as a result.

And while SBA loans can be helpful, many small businesses sim-
ply do not have the capacity to add more debt to their books. Small
business owners around the State have told me that they already
took out significant debt to either start up their business, survive
the great recession, or even repairs after Hurricane Irene struck in
the summer of 2011.

So for those small businesses, like shopkeepers and the little
ferry in Munaki—I see the distinguished Mayor of Hoboken is here
who is going to tell you some of those experiences. Pam Bond and
Jeff Spinardi, who own the store in Hoboken called “Greetings from
Hoboken,” they have three full- and four part-time employees. They
lost power for a week. They lost one of the most critical times for
their sales. They could not even make the rent. And despite their
own struggles, when the shelter did not have any electricity, they
gave up their stock so that, in fact, they could light up the place
with candles. That is the type of tremendous response we have
seen, and there is so much more.

So, Madam Chair, what you are doing here is incredibly impor-
tant.

My final comment is I appreciate that the supplemental appro-
priation that we will be considering has CDBG monies that can
give us the wherewithal with the flexibility, based on some of your
own experiences with businesses in Louisiana, to be able, when it
is appropriate, to give them a grant, which may very well make the
difference between staying open and closing, or getting open or
closing, or getting their business back or not, and in so doing, also
hiring so many people that, in fact, were hired by these small busi-
nesses, which are the engine of our entire economic background.

And I would ask consent to have my entire statement put into
the record.

[The prepared statement of Senator Menendez follows:]
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Small Business Committee -- Sandy SBA Disaster Assistance Program
Senator Robert Menendez

United States Senate -- December 11, 20112

Chair Landrieu, Ranking Member Snowe — I'm pleased to have the opportunity today to talk
about the challenges facing small businesses in my home state of New Jersey in the aftermath of
Sandy.

I had the pleasure of touring my state with Senator Landrieu on Monday, battling the weather,
but pleased that she saw the extent of the damage first hand.

Chair Landrieu certainly is no stranger to natural disasters and she has been an incredible ally
and friend throughout this process -- from working with us on language and helping us
understand the lessons of the Katrina Recovery... to helping us make our case for emergency
funding -- you have been there every step of the way and | thank you.

When all is said and done, Hurricane Sandy will go down in history as the most costly natural
disaster to ever hit the state of New Jersey.

The surge came quickly, destroying whole communities, taking houses from their foundations,
changing the topography of the coastline, devastating some of the most densely populated
communities in the country... taking lives and property...

More than two thirds of our residents and businesses lost power.

40 percent of the nation’s transit riders from Boston to Washington had their commutes
disrupted.

And a countless number of small businesses are now faced with the overwhelming job of
cleaning up and trying to get back up and running.

In New Jersey alone, more than 34,000 applications for SBA disaster loans have been submitted.

These small businesses simply do not have the resources or capital that larger companies do to
quickly rebuild.

It can often take weeks if not months to get back up and running, valuable time and revenue lost
at the worst possible moment.

As we saw on Monday on Long Beach Island, power still has not been restored and small
businesses are still closed as a result.
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While SBA loans are helpful, many small businesses simply don’t have the capacity to add more
debt to their books.

Small business owners around the state have told me they already took out significant debt to
either start up their business, survive the Great Recession, or even make repairs after Hurricane

Irene struck in the summer of 2011.

Small Businesses in New Jersey

Chair Landrieu, I'm here today for those small business owners... for the shopkeepers in Little
Ferry and Moonachie.

...for Pam Bond and Jeff Spinardi who own a store called Greetings From Hoboken — The
Candle shop with 3 full time and 4 part time employees.

They lost power for a week along with everyone else on Washington Street and couldn’t pay
their employees.

This is usually Pam and Jeff’s busiest time of year, but when Sandy struck, they couldn’t even
make the rent...

...But -- despite their own struggles — they knew the Hoboken Homeless Shelter had no power
and was down to one candle, so Pam and Jeff not only donated hundreds of dollars worth of their
own candles to the Shelter...

...but they convinced Yankee Candle Company to donate hundreds of dollars more -- because
someone needed candles more than they did.

That’s why we arc here today... for people like Pam and Jeff...

...We’re here for people like Anna Paxton who ~ with her family — has owned a marina in Little
Egg Harbor all of their lives that was left in ruin by the devastating surge and destruction of
Super-Storm Sandy...

...for Blanca Cabrera who owns a small beauty salon in Jersey City that suffered damage that has
left her wondering how she is going to recover...

... and for Aldo Bazzarelli — owner of a restaurant in Moonachie, New Jersey for 41 years — who
now has to dig into his hard earned saving and what he had put aside for his children to build the
business up again.

Conclusion — More Loans Simply Are Not Enough

Chair Landrieu, members of the Committee, for many of these businesses, more loans simply
aren’t an option.
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They need direct assistance to make the necessary repairs and start hiring and operating again.

That’s why I was encouraged to see the White House’s supplemental request of $60 billion in aid
to help affected states rebuild and recover, and help families restore their lives to something
approaching normal.

Frankly, it may not be enough, but it’s a start... a good start...

...And T was very pleased to see that it included Community Development Block Grants and
made small business grants an eligible use of these funds.

Everyone on the Committee — and all of us here - are well aware that small businesses aren’t just
critical to the men and women that own them, they re vital to our job market and are the
backbone of our economy.

But Sandy threw a wrench into this engine of job growth in November, and workers suffered as a
result. It’s now up to us to get that engine working again.

According to the ADP report, businesses with fewer than 50 employees added only 19,000 jobs
in November, the lowest number in nearly two years.'

And the share of jobs added by small businesses, which typically account for up to a half of all
private-sector jobs created, fell to a low of 16.2 perccm.2

Not only are small businesses owners like Pam and Jeft Spinardi and small businesses like the
Candle Shop critical to our economy, they are also the heart and soul of the local communities
they serve.

They represent the best of who we are, and they deserve our support.

Indeed, no rebuilding process is complete without helping to rebuild these small businesses.

I ook forward to working with this Committee and my colleagues in the Senate to ensure that
local heroes like Pam and Jeff -- and all those small businesses who were affected by the

devastation of Sandy have all of the help they need to rebuild.

I want to thank the Committee, and thank you, Chair Landrieu, for taking the time to come to
New Jersey to see exactly what our small business owners are facing.

! http://www.csmonitor.com/Business/new-economy/2012/1205/ADP-employment-report-
Superstorm-Sandy-hit-small-firms-hardest

? http://www.csmonitor.com/Business/new-economy/2012/1205/ADP-employment-report-
Superstorm-Sandy-hit-small-firms-hardest
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Chair LANDRIEU. Thank you, Senator Menendez, and without ob-
jection.
Senator Blumenthal.

OPENING STATEMENT OF HON. RICHARD BLUMENTHAL, A U.S.
SENATOR FROM CONNECTICUT

Senator BLUMENTHAL. Thank you, Madam Chairman. I, first of
all, want to thank you for giving me the opportunity to participate
this morning, and second, for your personal involvement and out-
reach to these communities, not only in New York and New Jersey,
but also Connecticut, and not just in this disaster, but also going
back to 2011 and the catastrophes that Connecticut suffered—three
of them—in that period of time, when you personally contacted me
and offered assistance. So I want the people of Connecticut to know
they have a real friend in the Senator from Louisiana. Your leader-
ship has been really tremendous in this area. Thank you to Senator
Vitter, as well.

I want to just briefly say thank you to the President for pro-
viding the strong leadership that he has in the wake of this dis-
aster in Connecticut. He promptly declared Connecticut an emer-
gency area and that permitted the SBA to come forward, along
with FEMA, and I want to thank the folks who came from SBA,
the people on the ground who have been there for quite some time
now, many of the FEMA officials in advance of the storm.

And unfortunately, many of these recent storms in their depth
and scope and the devastation they have caused indicate that we
may face a new normal in this kind of catastrophic weather-related
event and we need to prepare for it in the longer term as well as
the short term, and that is why I think those reforms of 2008 and
the suggestions made by Senator Landrieu this morning and other
improvements that will be made are so critically important.

I think you need to know that the Connecticut SBA office has al-
ready approved about $6.7 million in disaster assistance for strug-
gling businesses in Connecticut as well as residents. That figure is
significant, but there are a large number of requests for funding
that are still being processed, and, therefore, a large number of
homeowners and small businesses that need assistance. The re-
quests for assistance, quite frankly, are still in the pipeline and we
would appreciate even prompter attention and processing of them.

Nearly a month and a half after Hurricane Sandy, many Con-
necticut residents are still waiting to hear if they are able to repair
their storm damaged homes, and small business owners are still
waiting to find out if they will have enough capital to restore their
equipment to pre-disaster conditions. And these struggling victims
have waited long enough to put their lives and their livelihoods
back on track. They deserve to have that opportunity and I hope
that the supplemental will be approved promptly with the addi-
tional $250 million for SBA that will enable it to service these
loans as quickly as possible. I appreciate your assistance, hope we
can contact you, reach out to you, and work with you in accom-
plishing these goals.

Thank you, Madam Chairman.

Chair LANDRIEU. Thank you, Senator Blumenthal.

Senator Cardin.
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OPENING STATEMENT OF HON. BENJAMIN L. CARDIN, A U.S.
SENATOR FROM MARYLAND

Senator CARDIN. Well, Senator Landrieu, I want to join in thank-
ing you for your leadership, not just from the Small Business Com-
mittee but on the Appropriations Committee. We have had many
conversations, and the legislation that I hope you will be consid-
ering as early as today on the supplemental Appropriations emer-
gency bill is critically important to move forward and I thank you
for the support there, not only for the small business programs, but
also for FEMA, for the Department of Housing and the CDBG
funds. All those are going to be critically important for the recovery
of those communities that have been so devastated by Sandy.

Maryland was hit hard, now, not as hard as New Jersey or New
York, and our prayers and help go out to those communities that
are much broader in the amount of damage that was done. But if
you lived in Crisfield, Maryland, on the Eastern Shore, lower East-
ern Shore, a community in which almost one-third of the popu-
lation lives below the poverty level, your homes have been de-
stroyed. You are looking to your government to help you during
this time. That community needs a Federal partnership.

If you live on the other end of our State, in Oakland, Maryland,
in Appalachia, where just about every home lost power, 3,000 trees
came down—this is a county that has 30,000 population. Thirty
inches of heavy snow fell in a very short period of time. So both
ends of our State were hit very, very hard and need help from the
Federal Government, and I very much appreciate the fact that this
committee is holding this hearing to see how the small business
programs can be effectively brought into play during this disaster
to help small businesses.

Oakland, Maryland, and Crisfield, Maryland, have something in
common. They may be separated by the shore to the mountains,
but their economies are dependent upon small businesses. That is
where the people work. So we do need to focus on how we can help
the small businesses get back on their feet so that we can have the
type of economic progress in both of these communities that have
been so disrupted because of Sandy.

Let me also thank you for your help on an issue that originated
in this committee, the surety bond level, which during the Recovery
Act we increased from $2 million to $5 million. It worked very suc-
cessfully, helped create jobs and helped deal with a problem of pro-
curement that was difficult for small businesses because of the sur-
ety bond limit. I appreciate the fact that you are addressing that
also in the supplemental, and thank you for your help. I think that
will also provide some additional relief to not just the communities
affected by Sandy, but our country in helping small businesses deal
with our current economic pressure.

So thank you for this hearing and thank you for your leadership.

Chair LANDRIEU. Thank you, Senator Cardin.

Michael Chodos is with us, the Associate Administrator for the
Office of Entrepreneurial Development at the SBA. He is respon-
sible for overseeing the agency’s counseling, mentoring, and train-
ing programs for current and future entrepreneurs. I am going to
ask him to speak second and have James Rivera, who is the Asso-
ciate Administrator for the SBA Office of Disaster Assistance. Mr.
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Rivera basically runs the disaster program, but we asked Mr.
Chodos to be here because he is responsible for the counseling,
mentoring, and training which is going to obviously have to step
up its game in the Northeast to help people with the technical as-
sistance and training they are going to need to get back on their
feet, potentially change a business model, potentially make some
adjustments to help them stay in business.

But, Mr. Rivera, please keep your remarks to five minutes so we
can do a round of questions, and we will call on Mr. Chodos, be-
cause we have a very distinguished panel coming up and we are
going to start that second panel in probably about 20 minutes.

STATEMENT OF JAMES RIVERA, ASSOCIATE ADMINISTRATOR,
OFFICE OF DISASTER ASSISTANCE, U.S. SMALL BUSINESS
ADMINISTRATION

Mr. RIVERA. Good morning, Chair Landrieu and distinguished
members of the committee. Thank you for inviting me to discuss
SBA’s efforts in response to Superstorm Sandy and our role in dis-
aster response and recovery. SBA appreciates your strong support
of the agency’s disaster operation and continued leadership in mak-
ing our country better equipped to deal with large natural disas-
ters.

Administrator Mills and Deputy Administrator Johns have seen
firsthand the tremendous damage caused throughout the Northeast
by Sandy, and as you know, the damage is immense. This is one
of the largest disasters our country has confronted since Hurricane
Katrina ravaged the Gulf Coast more than seven years ago.

I can assure you that the Federal Government is leveraging all
of its resources to provide timely and effective assistance to all of
the affected areas. SBA is working closely with our response and
recovery partners at FEMA and HUD. We are closely coordinating
with local and State agencies and regular contact with local offi-
cials to ensure we are doing everything possible to assist the max-
imum number of businesses and homeowners in the affected com-
munities.

In terms of our efforts, we are providing a “one SBA” approach
to our Sandy response. Directors from across SBA are leveraging
public and private sector resources, including our partners at the
SBDCs throughout the affected areas. Thus far, we have deployed
over 300 Disaster Customer Service Representatives to the region.
As you know, SBA is providing—is responsible for providing afford-
able, timely, and accessible financial assistance in the form of low-
interest loans to businesses of all sizes, homeowners, renters, and
nonprofit organizations in the aftermath of a disaster.

SBA has made a number of improvements in recent years that
have allowed us to better respond to the disaster survivors. For ex-
ample, we have reduced disaster loan processing times, stream-
lined application forms, and implemented a redesigned electronic
loan application, all of which have led to a more transparent and
efficient application process. We continue to meet our goal of proc-
essing all disaster applications within 14 to 18 days. We have now
designated a case manager for each approved application so bor-
rowers know their principal point of contact when they have a
question or need help.
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Last year, we signed a Memorandum of Understanding with
HUD, improving our coordination on duplication of benefits to en-
sure that those with unmet needs are still eligible for HUD Com-
munity Development Block Grants. SBA and HUD now have a
transparent mechanism to share data across agency regarding loan
borrowers and grant recipients.

Superstorm Sandy disaster survivors in New York, New Jersey,
Connecticut, and Rhode Island, all of which received Presidential
Disaster Declarations, can apply for home and business disaster
loans online or in person at any of the 100 centers across the area,
including the FEMA-led Disaster Recovery Centers or the SBA-run
Business Recovery Centers, with additional assistance from local
resource partners such as SBDCs, SCORE, and Women’s Business
Centers. Additionally, North Carolina and Virginia received an
SBA Administrative Disaster Declaration, making affected home-
owners, renters, and businesses eligible for SBA disaster assist-
ance. To date, SBA has approved over 3,600 applications for $230
million.

Many disaster survivors do not have ready access to television,
radio, or Internet. To address these situations, SBA has a Disaster
Customer Service Center that is handling disaster victim calls
seven days a week and also providing language translation serv-
ices. As of this week, SBA has personally met more than 50,000
people on the ground. SBA has responded to over 80,000 phone
calls in its Disaster Customer Service Center with a wait time of
less than 60 seconds. Between our processing centers, call centers,
and on-the-ground staff, SBA has over 2,300 disaster employees
currently working on Superstorm Sandy. This is in addition to our
SBA District Offices and all of our resource partners.

Whether on the ground in the affected areas or at a regional cen-
ter, the SBA is keenly focused on one primary goal: Meeting the
needs of the families and businesses who have been affected by this
tragic event and helping to rebuild following this devastating
storm. We know that this is a long-term process and we are com-
mitted to doing the hard work necessary to ensure that these small
business owners and their communities are able to emerge stronger
than before the disaster.

I appreciate the opportunity to update this committee on SBA’s
disaster recovery efforts for Superstorm Sandy. We firmly believe
that the reforms we have instituted are helping us efficiently and
effectively respond to the needs of our nation’s disaster survivors.

I look forward to answering any questions, and thank you.

[The prepared statement of Mr. Rivera follows:]
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Good morning Chair Landrieu, Ranking Member Snowe, and distinguished members of the Committee.
Thank you for inviting me to discuss SBA’s cfforts in response to Superstorm Sandy and SBA’s role in

disaster response and recovery. SBA appreciates your strong support of the agency’s disaster operations
and your continued leadership in making our country better equipped to deal with large natural disasters.

Administrator Mills and Deputy Administrator Johns have scen firsthand the tremendous damage caused
throughout the northeast by Sandy, and as you know, the damage is immense. This is one of the Jargest
disasters our country has confronted since Hurricane Katrina ravaged the Gulf Coast more than seven
years ago.

1 can assure you that the Federal government is leveraging all of its resources to provide timely and
effective assistance to all of the affecied arcas. SBA is working closely with our response and recovery
partners at the Federal Emergency Management Agency (FEMA) and the Department of Housing and
Urban Development (HUD). We also are closely coordinating with local and state agencies and are in
regular contact with local officials to ensure that we are doing everything possible to assist the
maximum number of businesses and homeowners in the affected communities.

In terms of our own efforts, we are providing a “one SBA™ approach to our Sandy response. Directors
from across SBA are leveraging public and private sector resources, including our partners at the Small
Business Development Centers (SBDCs), throughout the affected areas. Thus far, we have deployed
over 300 Disaster Customer Service Representatives to the region.

As you know, SBA is responsible for providing affordable, timely and accessible {inancial assistance in
the form of low-interest loans to businesses of all sizes, homeowners, renters, and non-profit
organizations in the aftermath of a disaster.

SBA has made a number of improvements in recent years that have allowed us to better respond to
disaster survivors. For example, we have reduced disaster Joan processing times, streamlined application
forms, and implemented a redesigned electronic loan application — all of which have led to a more
transparent and efficient application process. We continue to meet our goal of processing all disaster
applications within 14 to 18 days, down from 60 to 70 days following Hurricane Katrina. We also now
have designated case managers for cach approved application so borrowers know their principal point of
contact when they have a question or need help.

Last year we signed a Memorandum of Understanding with HUD, improving our coordination on
duplication of benefits to ensure those with unmet needs are still eligible for HUD Community
Development Block Grants. SBA and HUD now have a transparent mechanism to share data across
agencies regarding loan borrowers and grantee recipients.
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Superstorm Sandy disaster survivors in New York, New Jersey, Connecticut, and Rhode Island - all of
which reccived Presidential Disaster Declarations — can apply for home and business disaster loans
online or in person at any of the 100 centers across the area, including the FEMA lead Disaster
Recovery Centers or the SBA-run Business Recovery Centers (BRCs), with additional assistance from
local resource partoers, such as SBDCs, SCORE, and Wonien’s Business Centers. Additionally, North
Carolina and Virginia reccived an SBA Administrative Disaster Declaration, making affected
homeowners, renters, and businesses eligible for SBA disaster assistance.

To date, SBA has approved over 3,000 applications for $192 million.

Many disaster survivors do not have ready access to television, radio or the intemet, To address these
situations, SBA has a Disaster Customer Service Center that is handling disaster survivor calls seven
days a week and also provides language translation services. As of this week, SBA had personally met
with more than 50,000 disaster sarvivors. SBA has responded to over 80,000 phone calls at its Disaster
Customer Service Center with a wait time of less than 61 seconds.

Between our processing centers, call center, and on the ground staff, SBA has over 2,000 disaster
employees currently working on Superstorm Sandy. This is in addition to our SBA District offices and
all of our resource partners. Whether on the ground in the affected areas or at our regional centers, the
SBA is keenly focused on one primary goal: meeting the needs of the families and businesses who have
been affected by this tragic event and helping them fo rebuild following this devastating storm. We
know this is a long-term process and we are committed to doing the hard work necessary to ensure that
these small business owners and their communities are able to emerge stronger than before.

T appreciate the opportunity to update this Committee on SBA’s disaster recovery effort for Superstorm
Sandy. We firmly believe that the reforms we have mstituted have enabled us to be prepared to
cfficiently and effectively respond to the needs of our nation’s disaster survivors, I look forward to
answering any questions. Thank you.
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Chair LANDRIEU. Thank you.
Mr. Chodos.

STATEMENT OF MICHAEL CHODOS, ASSOCIATE ADMINIS-
TRATOR, OFFICE OF ENTREPRENEURIAL DEVELOPMENT,
U.S. SMALL BUSINESS ADMINISTRATION

Mr. CHODOS. Chair Landrieu, Senator Vitter, and members of
the committee, thank you for the opportunity to testify regarding
the role we and our partners play in helping affected individuals
and communities respond and recover from Hurricane Sandy.

Since Sandy struck, SBA has been on the ground across the af-
fected region providing individuals and businesses with informa-
tion, support, and access to disaster recovery loans. As commu-
nities rebuild, SBA is there from day one and we will stay deeply
involved over the long term. That is why, in addition to our Dis-
aster Response Team, SBA’s Office of Entrepreneurial Development
and its vast network of business counselors and economic develop-
ment partners play a key role in immediate disaster response and
also in helping the region’s small businesses restart, rebuild, and
thrive again.

There are hundreds of thousands of small businesses in the af-
fected areas across the Mid-Atlantic and Eastern Seaboard. With
44 Small Business Development Centers, 14 Women’s Business
Centers, and hundreds of SCORE volunteers in the affected area,
our partners work collaboratively with SBA’s Office of Disaster As-
sistance to help staff Disaster Recovery Centers. They also provide
intake space for Business Recovery Centers in their own service
center locations and set up informational events in communities
across the area.

In this early period, our resource partners help business owners
map out the recovery process, collect information, and apply for dis-
aster loans. They also connect business owners with other local,
State, and Federal resources ranging from help accessing local gov-
ernmental and utility programs to connections with the IRS to ob-
tain copies of critical tax documents. And they help small busi-
nesses take the first concrete steps to get the capital, resources,
and mentoring they need to get back up and running.

For example, our New York SBDC created an excellent one-stop
Sandy recovery website to provide information about important re-
sources with FAQs for small businesses. It is now a critical tool for
individuals and businesses across the State.

But in addition to access to resources, thousands of affected busi-
nesses will need individual help, one business at a time. In just one
recent example, our Women’s Business Center at Hunts Point Eco-
nomic Development Center in the Bronx was contacted by a local
manufacturer and distributor which experienced significant dam-
age to critical machinery and equipment and needed help accessing
capital. Our WBC helped the business apply for an SBA disaster
loan, reviewed its financial information and plans, and helped to
craft a long-term plan to recover and rebuild sales. This process is
being repeated by our SBDCs, WBCs, and SCORE volunteers
across the region and will increase substantially in the coming
months.
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SBA-supported counseling and training makes a difference.
Those who receive counseling and training are more likely to start,
their businesses are more likely to survive over the ensuing years,
and they are better prepared to seek financing and to plan effec-
tively for future growth. Together, our resource partners will play
a key role in economic rebuilding and growth across the region.

In addition to the on-the-ground support being provided by our
resource partners, SBA also takes a comprehensive industry-fo-
cused approach to strengthening and rebuilding sectors and supply
chains where small businesses have been hit the hardest. No small
business is an island. Every small business has its own suppliers
and vendors, and thousands of small businesses across the region,
in turn, play key roles in supply chains for manufacturers and dis-
tributors.

The affected region is a vibrant center for small business partici-
pation and innovation in manufacturing, health care, finance, and
numerous other sectors. Through its extensive experience with re-
gional innovation clusters and accelerators, SBA knows that suc-
cessful regional economic growth depends upon effectively con-
necting small businesses with investment and growth capital, net-
working and procurement opportunities, and supply chain connec-
tions. Our existing cluster and accelerator initiatives work, and in
the coming months, we plan to use what we have learned to sup-
port targeted and networked economic development in affected in-
dustries across the region.

SBA and its partners are already on the ground and we will
make sure businesses affected by Sandy will get the help they need
in the days and months ahead. We thank you for your support, and
I look forward to answering any questions.

[The prepared statement of Mr. Chodos follows:]
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MICHAEL CHODOS
ASSOCIATE ADMINISTRATOR FOR ENTREPRENEURIAL DEVELOPMENT
U.S. SMALL BUSINESS ADMINISTRATION
BEFORE T1E SENATE COMMITTEE ON SMALYL BUSINESS AND
ENTREPRENEURSIIP
DECEMBER 13,2012

Chair Landrieu, Ranking Member Snowe and members of the Committee. Thank you for
the opportunity to testify regarding the role we and our partners play in helping affected
individuals and communities respond and recover from Hurricane Sandy.

Since Sandy struck, SBA has been on the ground across the affected region, providing
individuals and businesses with information, support and access to disaster recovery loans. As
communities rebuild, SBA is there from day one and will stay deeply involved over the long
term. That is why in addition to our Disaster Response team, SBA’s Office of Entrepreneurial
Development and its vast network of business counselors and economic development partners
play a key role in immediate disaster response and also in helping the region’s small businesses
restart, rebuild and thrive again.

There are hundreds of thousands of small businesses in the affected areas across the
mid-Atlantic and Eastern seaboard. With 44 Small Business Development Centers, 14 Women's
Business centers and hundreds of SCORE volunteers in the affected area, our partners work
collaboratively with SBA's Office of Disaster Assistance to help staff Disaster Recovery Centers.
They also provide intake space for Business Recovery Centers in their own service center
locations, and set up informational events in communities across the area.

In this early period, our Resource Partners help business owners map out the recovery

process, collect information and apply for disaster loans. They also connect business owners
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with other local, state and federal resources, ranging from help accessing local governmental
and utility programs to connections with the [RS to obtain copies of critical tax documents. And
they help businesses take the first concrete steps to get the capital, resources and mentaring
they need to get back up and running.

For example, our New York SBDC created an excellent one-stop Sandy Recovery website
to provide information about important resources with FAQs for small businesses. ftisnowa
critical tool for individuals and business across the state. But in addition to access to resources,
thousands of affected businesses will need individual help, one business at a time. in just one
recent example, our Women's Business Center at Hunts Point Economic Development Center in
the Bronx , NY was contacted by a local manufacturer and distributor which experienced
significant damage to critical machinery and equipment and needed help accessing capital. Our
WBC helped the business apply for an SBA loan, reviewed its financial information and plans,
and helped it create a long-term plan to recover and rebuild sales. This process is being
repeated by our SBDCs, WBCs and SCORE volunteers across the region, and will increase
substantially in the coming months.

SBA-supported counseling and training makes a difference: Those who receive
counseling and training are more likely to start businesses, their businesses are more likely to
survive over the ensuing years, and they are better prepared to seek financing and to plan
effectively for future business growth. Together, our Resource Partners will play a key role in
economic rebuilding and growth across the region.

in addition to the on-the-ground support being provided by our Resource Partners, SBA
also takes a comprehensive, industry-focused approach to strengthening and rebuilding sectors

and supply chains where small businesses have been hit the hardest. No small business is an
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island. Every small business has its own suppliers and vendors, and thousands of small
businesses across the region in turn play key roles in supply chains for manufacturers and
distributors. The affected region is a vibrant center for small business participation and
innovation in manufacturing, health care, finance and numerous other sectors. Through its
extensive experience with regional innovation clusters and accelerators, SBA knows that
successful regional economic growth depends upon effectively connecting small businesses
with investment and growth capital, networking and procurement opportunities, and supply
chain connections. Our existing cluster and accelerator initiatives work, and in the coming
months we plan to use what we’ve learned to support targeted and networked economic
development in affected industries across the region.

SBA and its partners are already on the ground and will make sure businesses affected
by Sandy will get the help they need in the days and months ahead. We thank you for your

support and | look forward to answering any guestions.
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Chair LANDRIEU. Thank you all very much.

We have been joined by Senator Risch. Any opening statement,
Senator?

Senator RiscH. No.

Chair LANDRIEU. Okay. Let me just submit for the record one of
the successes post-Sandy, post-Katrina, was a more efficient appli-
cation process, and I want to submit for the record the two-page
disaster loan application, the one-page personal financial state-
ment, and the one-page request for tax information. The fact that
this has been streamlined is very, very important, but as I said, we
still have a great deal more to do, and without objection, I will put
that into the record.

[The information of Chair Landrieu follows:]
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_ U. 8. Small Business Administration T
e ) DISASTER BUSINESS LOAN APPLICATION "
Lty FOR S84 INTERNAL USE ONLY Date Received Location By

Physical Declaration Number Filing Deadline Date [
Economic Injury Declaration Number Filing Deadline Date B
FEMA Registration Number SBA Application Number

(it known)

1. ARE YOU APPLYING FOR:

3 Physical Damage -~ Indicate type of damage 1 Mmilitary Reservist EIDL. (MREIDL)
{complete the following)
eal Property usiness Contents * Name of Essential Employee
] Reare [ usiness ¢ f Essential Empl

1 Economic injury (EIDL) * Employee's Social Security Number
PLEASE PROVIDE ALL INFORMATION OR DOCUMENTATION REQUESTED IN THE ATTACHED FILING REQUIREMENTS.

* Forinformation about these questions, see the attached Statements Required By Laws and Exenutive Orders.

Apply online at i ba. jelal OR send § to:
U.8. Smali Busi A i ion, P ing and Disbursement Center, 14925 Kingsport Road, Fort Worth, Texas 78155
2 ORGANIZATION TYPE
[ sole Proprietorship ] Parinership [77 Limited Partnership ["] Limited Liability Entity
D Corporation D Nonprofit Organization D Trust D Cther:
3.  APPLICANT'S LEGAL NAME 4, FEDERAL E.LN. (if appiicable)
5. TRADE NAME (i different from legal name} 6. BUSINESS PHONE NUMBER (including area code)
7. MAILING ADDRESS [ boswess  [] tome 1 temn ] otver
Number, Street, and/or Post Office Box City 'Caunty l_S_&ate Zip
8. DAMAGED PROPERTY ADDRESS(ES) BUSINESS PROPERTY iS:
{If you need more space, attach additional sheets.) D Same as mailing address . D Qwned D Leased

Number and Street Name

City ]Coun:y F‘\axe ]Zip

9. PROVIDE THE NAME(S) OF THE INDIVIDUAL(S) TO CONTACT FOR:

Loss Verification Inspection Information necessary lo process the Application
Name Name
Telephone Number Telephone Number
10. ALTERNATE WAY TQ CONTACT YOU
{1 Celt Number [} &-mail
7] Fax Number {77 Other
11. BUSINESS ACTIVITY: 12. NUMBER OF EMPLOYEES (pre-disaster):
13. DATE BUSINESS ESTABLISHED: 14. CURRENT MANAGEMENT SINCE:
15. AMOUNT OF ESTIMATED LOSS:
¢ snknown. eaner  question mark L1 Reat Estate [ inventory
D Machinery & Equipment D Leasehold Impravements
18. INSURANCE COVERAGE (IF ANY)
{If you need more space, attach additional shests.) Coverage Type:

Name of Insurance Company and Agent

Phone Number of Insurance Agent 'Pclicy Number

RER o § (010131 At SO 50 55
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17, OWNERS  (indwiduals and busimesses.] COTRIGNS 10T GG, 1] BFOPHStor. OF 2) e RArer who Gwns 207 oF more interest and each
) {If you need more space altach additianal sheats.) general partner, or 3) stockholder or enlity owning 20% or more voling stock.

Legal Name Title/Office % Owned |E-mall Address

SSN/EIN® Marital Status Date of Birth* Place of Birth* Telephone Number (area code ) | US Citizen
[ves [No

Mailing Address City ﬂState Zip

1egal Name Title/Office % Owned |E-mail Address

SSN/EIN® Marhal Status Date of Birth* Place of Birth* Telephone Number (arsa eode) | US Citizen

Yes DNO

Mailing Address ICity IState Zip

* Forinformation about these questions, age the atiached Statements Required by Laws and Executive Crders

Business Entity Owner £IN (Type of Business % Ownership

Name

Mailing Address City IStaie 'Zip Code

E-mait Address Phone

18. Forthe applicant buginess and each owner listed in item 17, please respond to the following questions, providing dates and details on any

guestion answered YES (Attach an additional sheet for detalled responses),

a. Has the business or a listed owner ever been involved in a bankruptey or insolvensy proceeding? ............... ... ... D Yes D No
b. Does the business or a listed owner have any culstanding judgments, tax liens, or pending lawsuits against them? .. ........ D Yes D No
¢. Has the business or a fisted owner ever been convicted of a criminal offense committed during and in connection with a riat

or civil disorder or ever been engaged in the praduction or distribution of any product or service that has been determined to

be obscene by a court of competent JURSHICION? ... ... . i e e D Yes D No
d. Has the business or a fisted owner ever had or guaranteed a Federal loan or a Federally guaranteedloan? . ... .. .. ... D Yes D No
e. ls the business or a listed owner definquent on any Federal taxes, direct or guaranteed Federal loans (SBA, FHA, VA,

student, etc.), Federal contracts, Federal grants, or any child supportpayments? . ... ... . iiiiiiii i D Yes D No
. Does any awner, owner's spouse, or household member wark for SBA or serve as a member of SBA’s SCORE, ACE, or

AGVSOTY COUNGH? ..ottt e e dyes  [INo
g. Is the applicant or any listed owner currently or debarred from ing with the Federal government or recelving

Federal grants OF JOBNST . Lo\ttt i iiiioi-o.s .. Yes [j No

19. Regarding you ar any joint applicant fisted in ltem 17:

a} have you ever been or are you presently, under indictment or subject to a criminal investigation or have you otherwise been charged through a

judical pracess of having committed a crime; b} have you been arrested or arraigned in the past six months; ¢) have you ever been convicted ,

plead guilty to a crime, plead nolo contendere to a crime, placed on pretrial diversion, or placed on any form of parols or probation -~ including

adjudication withheld pending probation -- for an criminat offense other than a minar vehicle violation? ]
Clyes ClNo if yes, Name:

20. PHYSICAL DAMAGE LOANS ONLY, If your application is approved, you may be eligible for additional funds to cover the cost of mitigating
(real property imp or devices to minimize or protect against future damage from the same type of disaster event).
1t is not necessary for you to submit the description and cost estimates with the application. SBA must approve the mitigating measures
before any loan increase, By checking this box, 1 am interested in having SBA consider this increase.

2

jire

ff anyone assisted you in completing this application, whether you pay a fee for this service or not, that person must print and sign their name
in the space below.

Name and Address of Representative (please include the individual name and their company}

Taignatine of awiduan TPt Ingvidual amay

Narme of Corpany) PRGRS NomBET TRGids AFes Cade]

Strast Address, City, State, Zip Fee Charged or Agreed Upon
Unless the NO box is chacked, 1 give permission for SBA to discuss any portion of this application with the representative listed above. NO [ |

AGREEMENTS AND CERTIFICATIONS

On behaif of the unc lly and for the i business:
/We authorize myfour insurance campany, bank, financial institutian, or other creditors to reiease to SBA all records and necessary to process thi .

f my/our toan is approved, additionat information may be requirad prior to foan closing. I/We will be advised in writing what infarmation will be reguired to obtain

my/our loan funds.

1fWe hereby authorize the Small Business Administration to verify my/our past and present employment information and saiary history as needed to process and service my
disaster foan.

/We witi not exclude from participatiag in or deny the benefits of, or otherwise subject to discrimination under any program o activity for which i/we receive Federal financiat
assistance from SBA, any person an grounds of age, celor, handicap, marital status, national origin, race, religion, or sex,

{/We will repart to the SBA Office of the Inspector General, Washington, DC 20416, any Federal employee wh offers, in return for compensation of any kind, to help get this
ioan approved, I/We have not paid anyone connected with the Federal goveramant for help in getting this foan.

CERTIFICATION AS TO TRUTHFUL INFORMATION: By signing this application, you certify that ail information in your application and submitted with your application is true and
correct to the best of your knowledge. and that you wili submit truthful information in the future.

: false information to the can lead to criminal penalties and/or civil and administrative remedies against you, If you are prosecuted for
submitting false information, you may be imprisoned for up to 30 years and/or fined up to $250,000 under 18 U.5.C. § 1040 and other Federal statutes. The Government may also
pursue a civil fraud case against you for three times the amount of your loan, and may exclude you from participating in Federal programs and contracts for submitting false
infarmation in-- or with - your agplication or if you do not use the proceeds of the joan for the purpose(s) stated in your application and SBA's loan authorization.

SIGNATURE I TlTLE[ DATE ! ]

SRR
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DISASTER BUSINESS LOAN APPLICATION
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NOTE: PLEASE READ, DETACH AND KEEP FOR YOUR RECORDS
STATEMENTS REQUIRED BY LAWS AND EXECUTIVE ORDERS

To comply with legislation passed by the Congress and Executive Orders issued by the President, Federal executive agencies,
including the Small Business Administration {SBA), must notify you of certain information. You can find the regulations and
policies implementing these laws and Executive Orders in Title 13, Code of Federal Regulations {CFR}, Chapter 1, or our
Standard Operating Procedures {SOPs), In order to provide the required notices, the following is a brief summary of the various
laws and Executive Orders that affect SBA's Disaster Loan Programs.

FREEDOM OF INFORMATION ACT (5 U.S.c. § 552}

This law provides, with some exceptions, that we must make records or portions of records contained it our files available to
persons requesting them. This generally includes aggregate statistical information on our disaster loan programs and other
information such as names of borrowers {and their officers, directors, stockholders or partners), loan amaunts at maturity, the
collateral pledged, and the general purpose of loans. We do not routinely make available to third parties your proprietary data
without first doing pre-notification, required by Executive Order 12600, or information that would cause competitive harm or
constitute a clearly unwarranted invasion of personal privacy.

Send a request under this Act to the SBA office maintaining the records requested and identify it as a Freedom of Information
Act {FOIA) request, The request must describe the specific records you want. For information about the FOIA, contact the
Chief, FOI/PA Office, 409 3:4 Street, SW, Suite 5900, Washington, DC 20416, or by e-mail at fola@sba.gov.

PRIVACY ACT {5 U.5.C. § 552a)

You can request to see or get copies of any personal information that we have in your file, when that file is retrieved by
individual identifiers, such as name or social security number, Requests for information about another party may be denied
unless we have the written permission of the individual to release the information to the requestor or unless the information is
subject to disclosure under the Freedom of Information Act. The Agreements and Certifications section of this form contains
written permission for us to disclose the information resulting from this collection with state, local or private disaster relief
services.

Under the provisions of the Privacy Act, you are not required to provide social security numbers. However, we use social
security numbers to distinguish between people with a similar or the same name. Failure to provide this number may not affect
any right, benefit or privilege to which you are entitled by law, but having the number makes it easier for us to more accurately
identify to whom adverse credit information applies and to keep accurate loan records.

The Privacy Act authorizes SBA to make certain “routine uses” of information protected by that Act. One such routine use for SBA's

{oan system of records is that when this information indicates a violation or potential violation of law, whether civil, criminal, or
administrative in nature, SBA may refer it to the appropriate agency, whether Federal, State, local or foreign, charged with responsibility
for or otherwise involved in investigation, prosecution, enforcement or prevention of such violations. Another routine use of personal
information is to assist in obtaining credit bureau reports, on the Disaster Loan Applicants and guarantors for purposes of originating,
servicing, and liquidating Disaster foans. See, 69 F.R. 58598, 58617 {and as amended from time to time} for additional background and
other routine uses,

Note: Any person concernad with the collection, use and disclosure of information, under the Privacy Act may contact the Chief,
FOI/PA Office, 409 3.« Street, SW, Suite 5800, Washington, DC 20416 or by e-mail at fola@shba.gov for information about the
Agency's procedures relating to the Privacy Act and the Freedom of Information Act.

RIGHT TO FINANCIAL PRIVACY ACT OF 1978 {12 U.S.C. § 3401 et seq.}

This notifies you, as required by the Right to Financial Privacy Act of 1978 {Act}, of our right to access financial records held by
financial institutions that were or are doing business with you or your business. This includes financial institutions participating
in loans or loan guarantees.

The faw provides that we may access your financial records when considering or administering Government loan or loan
guaranty assistance to you. We must give a financial institution a certificate of our compliance with the Act when we first
request access to your financial recards. No other certification is required for later access. Our access rights continue for the
term of any approved loan or loan guaranty. We do not have to give you any additional notice of our access rights during the
term of the loan or loan guaranty.

We may transfer to another Government authority any financial records included in a loan application or about an approved foan
or loan guaranty as necessary to process, service, liquidate, or foreclose a loan or loan guaranty. We will not permit any transfer
of your financial records to another Government authority except as required or permitted by law,
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DEBT COLLECTION ACT OF 1982 & DEFICIT REDUCTION ACT OF 1984 (31 U.S.c. 3 3701 et seq. & other titles)

These laws require us to aggressively coliect any delinquent loan payments. You must give your taxpayer identification number
to us when you apply for a loan. if you receive a loan and do not make payments when they become due, we may take one or
more of the following actions {this list may not be exhaustive):

*Report the delinquency to credit reporting bureaus,

*Qffset your income tax refunds or other amounts due to you from the Federal Government.
*Refer the account to a private collection agency or other agency operating a debt collection center.
*Suspend or debar you from doing business with the Federal Government,

*Refer your loan to the Department of Justice.

*Foreclose on collateral or take other actions permitted in the loan instruments.

*Garnish wages.

*Selt the debt.

*Litigate or foreclose.

Paperwork Reduction Act {44 U.5.C. Chapter 35)

We are collecting the information on this form in order to make disaster loans available to qualified small businesses. The form
is designed to collect the information necessary for us to make eligibility and credit decisions in order to fund or deny foan
requests. We will also use the information collected on this form to produce summary reports for program and management
analysis, as required by law.

PLEASE NOTE: The estimated burden for completing this form is 2 hours. Your responses to the requested information are
required in order to obtain a benefit under SBA's Disaster Business Loan Programs. However, you are not required to respond to
any collection of information unless it displays a currently valid OMB approval number. if you have any questions or comments
concerning any aspects of this information collection, please contact the U.S, Small Business Administration Information Branch,
409 3¢ S5t., SW, Washington, DC 20416 and Desk Officer for SBA, Office of Management and Budget, Office of information

and Regulatory Affairs, 725 17w St., NW, Washington, DC 20503, {3245-0017) PLEASE DO NOT SEND FORMS TO OMB.

Policy Concerning Representatives and Their Fees

When you apply for an SBA loan, you may use an attorney, accountant, engineer, appraiser or other representative to help
prepare and present the application to us. You are not required to have representation. If an application is approved, you may
need an attorney to help prepare closing documents,

There are no “authorized representatives” of SBA, other than our regular salaried employees. Payment of a fee or gratuity to our
employees is illegal and will subject those involved to prosecution.

SBA Regulations prohibit representatives from proposing or charging any fee for services performed in connection with your

loan unless we consider the services necessary and the amount reasonable. The Regulations also prohibit charging you any
commitment, bonus, broker, commission, referral or simifar fee. We will not approve the payment of any bonus, brokerage fee or
commission. Also, we will not approve placement or finder's fees for using or trying to use influence in the SBA loan

application process.

Fees to representatives must be reasonable for services provided in connection with the application or the closing and based upon
the time and effort required, the qualifications of the representative, and the nature and extent of work performed.
Representatives must execute a compensation agreement.

in the appropriate section of the application, you must state the names of everyone employed by you or on your behalf, You
must also notify the SBA disaster office in writing of the names and fees of any representative you employ after you file your
application.

if you have any questions concerning payment of fees or reasonableness of fees, contact the Field Office where you filed or will
file your application.

Occupational Safety and Mealth Act {29 U.S.c. 3651 et seq.}

This legislation authorizes the Occupational Safety and Health Administration {OSHA} in the Department of Labor to require
husinesses to modify facilities and procedures 1o protect employees when appropriate. If your business does not do so, you may
be penalized, forced to close or prevented from starting operations in a new facility. Because of this, we may require information
from you to determine whether your business complies with OSHA regulations and may continue operating after the loan is
approved or disbursed. You must certify to us that OSHA reguirements applying to your business have been determined and that
you are, to the best of your knowledge, in compliance.



27

X 3 U.S. Small Business Administration QP Connl o 2460016
L T \N APPLICATION

- TERNAL USE ONLY--

Physical Number: Date d; By:

FEMA Number: Location:

SBA Number: Filing Deadline Date:

1 INFORMATION ABOUT THE APPLICANT(S}
PRIMARY APPLICANT JOINT APPLICANT
First Name First Name
Middle Name Middle Name
Last Name Last Name
Social {name Sulfx Social {rame SUThx
securityNumber [ ] eS| Socuriy number | ] et 50, 10
D N —
Marital Status [J marriea [T} separated Relationship to 1 spouse
[ unmarried (Singte, Divorced, Widowed) Applicant [ other: | ]
Family Size i: Family Size :’
SBA Employee [ves [TINO  seffemployed []¥ES [TINO} SBA Employee [} ves [TIn0 seifemployed [}¥Es [Ino
2. i {s) Mailing Address
Address Address

Address line 2

Address Line 2

l

City Counb

T County State Zin Code

‘ State ‘Zio Code

[

]

i

3.

Applicant(s) Contact Information

Please use check box to indicate the preferred methaod of contact
Home Phone
Work Phone

Cell or Alt. Phone
E-mail Address

0
]
|

Please use check box to indicate the preferred method of contact
Home Phone
Work Phone
Cell or Alt. Phone

o0

£-mail Address

4
| "Name

Phone Number |

Phone Number |

5. Applicant(s) Employment
Employer Name and Address, City, State & Zip Code Length of Employer Name and Address, City, State & Zip Code tength of
‘ Employment ‘ { Employment
Address | Years i’"”‘“} 1Address ] Years [j
Address Line 2 Months { ~ Fddressine 3 Months [ |

{

City

County State Zip Code

[ ]
R Count !State 1 Zip Code
} [

I [

Gross Income
{before taxes)

s !::} {77 weete {Jai-weekiy

D Month D Year
Occupation

Other Income - if the income will be used to repay this loan. Examples are reguiar
part-time work, social security, retirement or disability income, Interest income,
afimony, child support.
source | |
S [ Jweex [ Jsiweelty
|| Month [ | Year

Source | ]

|
ST e [ week [ laiwesity
{1 month [ “year

per

per

{[Tweek [ ] si-weskly

[Tmenth [ ] vear
Qccupation

Other Income - if the income will be used to repay this foan. Examples are regufar
part-time werk, social security, retirement or disability income, intarest income,
alimony, child support.

Gross Income
{befor taxes)

S i per

Source | ]
ST e [ Jweek [ ]si-weeky
[ Inontn [ ] veer
Source |
ST b [Tlweek | Jai-weekly

[ Month

1 own 20% or more of a corporation, partnership, limited
partnership, or LLC ] ves

"] no

[Year
i own 20% or more of a corporation, partnership, limited
partnership, or LLC [ ves [ no

SBA Form 5C (01-12) Rel SOF 3030

Use back page for S0Qonal Comments o Informatian 1 necessary
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6. DAMAGED PROPERTY ADDRESS

[} same as applicant mailing address s this your primary residence?{ | ves [ NO
Address
| [Jown  [JRent
& Tounty TGt Ip Code

[ [ I I |

Damage type: DRealEstate D Personal Property E\Auto

7 Insurance Information

D NO INSURANCE coverage of any kind {fload or other} was in force for this loss.

describe)
Type of insurance coverage in force for this foss: [ | Homeowner's D Automobile D Renter's [ Flood 7] other: t::

Type of Coverage insurance Company Name Phone Number Policy Number Amount Received

] !
| ]

8. Other disaster assistance received or expected from: [ rema 3| [Mstate |
5 |

[T} other  pescribe: | ]

9. Assets Pre-disaster Value
Cash & bank accounts NOT Including retirement 8CCOUMES L i ittt ittt i i i i ines

RA's Keoghs and other similar retirement aCCOURS ... ... . o i i e
Market value of stocks & bonds & other securities ... o i
Estimated resale value of goods (furnishings & apPHances) ... .\t cii et e [::]

Primary residence address:

Other real estate owned address:

Other real estate owned address:

Other: {vehicles, boats, RV, etc.} describe:

[ |
{ |
Other real estate owned address: [ [
[ |
[ J
{ |

Other: {vehicles, boats, RV, etc.} describe:

10. Debts 7] thave no debts
Mortgage holder's or Landlord's name and address
Name | ]
Address
Address Line 2

City State [:] Zip Code
Second Mortgage holder's name and address (if any)
Name , [

Address i

City . T Tisate [ lmpCode

If you own your home and if payment(s} above do NOT include real estate taxes and/or insurance, OR if residence is paid for, please provide (as applicable):

Mo. Paymentor Rent  pragent Balance

Real Estate Taxes Hazard Insurance Condo/HOA Fees
s 1[Menth [Tvear $ [month [} vear  § [TIvonth  [Jyear

Other debt:

Name of creditor Type of Debt Mo. Payment Balance How Secured
11 of inary are high and long-t {10 months or fonger} e.g. medical costs, child care,
Extraordinary Expenses  child support, alimony, tuition, schools required by medical disabitity.

{Required & Continuing} _ Monthly Payment Description of expense {please be specific}

152 hack paga 1o S00MIONa! COMMENtS oF IfoTmation If Recessary
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i2.
OTHER INFORMATION
Note: This information also applies to Joint Applicant, if any. if mere space is needed, use back page.
1 1have never had an SBA loan or an SBA guaranteed loan, except: SBA office location, and account {loan) number
2 Ihave never had any other Federal loans or Federally guaranteed loans, except: Agency name, office location, and account {loan} number

3 Tam not delinguent on any Federal taxes, direct of guaranteed 10ans (FHA, VA, student, gtc), Agency name, office location, and account {ioan} number
contracts, grants, or any child support payments, except:

Es

1 have never been bankrupt, except: Provide complete details such as dates, parties involved
and current status:

o

1 have no judgments or lawsuits pending against me, except: Provide complete details such as dates, parties involved
and current status:

T have never been i of a felony committed in fon With a riot or civl disarder, | Provide Complete getans:
nor am | engaged in the production or distribution of any product or service that has been
determined to be obscene by a court of competent jurisdiction, except:

Regarding you or any joint applicant: a} have you ever been or are you presently, under indictment or subject to a criminal investigation or have you
otherwise been charged through a judical process of having committed a crime; b) have you been arrested or arraigned in the past six months; ¢) have you
ever been convicted, plead guilty te a crime, plead nolo contendere to a crime, placed on pretriat diversion, or plaged on any form of parale or probation «
including adjudication withheld pending probation - for an criminal offense other then a minor vehicle violation?

o

~

YES NQ  Provide dates and details for any question answered YES on back page.

©

is the applicant/joint applicant currently suspended or debarred from contracting with the Federal government or receiving Federal grants or loans?
u YES NG Provide dates and detaiis for any question answered YES on back page.

9 is the applicant/joint applicant a U.S. citizen? YES {E NO \f you are not a U.5. Citizen, please provide complete details on back page.

10 if my loan is approved, | may be eligible for additional funds to cover the cost of safeguarding my property from similar damages as caused by this
disaster. It is not necessary for me to submit the description and cost estimates with the application. SBA approval of these safeguarding measures
will be required before any loan increase. By checking this box, | am interested in having SBA consider this increase.

11 i have not paid a representative (attorney, accountant, etc.} to assist me with this application, except:
Name and address of representative {please print} Fee charged or agreed upon
if anyone this ication on my behalf, whather there is any charge or not, that person must si#n in this space below:
Signature of representative sDate signed
H
|
12 I suthorize my insurance company, bank, financiat institution, or other creditors to release to SBA all records and information necessary to process

this application.

13 SBA has my permission, as required by the Privacy Act, to release information to state, local or private disaster relief services {Red Cross,
Salvation Army, Mennonite Disaster Services, etc.}, and to verify my past and present employment information and salary history as needed
ta process and service my disaster loan,

14 If my loan is approved, additional information may be required prior to loan closing. | will be advised in writing what documents will be needed to
obtain my loan funds.

15 1 have received and read a copy of the “STATEMENTS REQUIRED BY LAWS AND EXECUTIVE ORDERS” which was attached to this application.

16 CERTIFICATION AS TO TRUTHFUL INFORMATION: By signing this application, you certify that all information in your application and submitted with
your application is true and correct to the best of your knowledge, and that you will submit truthful information in the future.

WARNING: Submitting false information to the Government can fead to criminal penalties and/or ¢ivil and administrative remedies against you. If
you are prosecuted for submitting false information, you may be imprisoned for up ta 30 years and/or fined up to $250,000 under 18 U.5.C. § 1040
and other Federal statutes. The Government may also pursue a civil fraud case against you for three times the amount of your loan, and may excludel
you from participating in Federal programs and contracts for submitting false information in- or with ~ your application or if you do not use the
proceeds of the loan for the purpose(s) stated in your application and SBA's loan authorization.

SIGNATURES: Be sure to SIGN and date the application in INK. If there is a JOINT APPLICANT, the joint applicant must also SIGN and
date in INK in the space provided.
Signature of APPLICANT Date Signed Fignature of JOINT APPLICANT |Date Signed

H

Please check the “FILING REQUIREMENTS” instructions to see that you have included the necessary supporting documents,
Apply online at https://di ba.gov/ela/ OR send ication to:
U.8. Smalt i Admit i Pr and Dist Center, 14925 Kingsport Road, Fort Worth, Texas 76155
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ADDITIONAL INFORMATION

Please refer to Section and Title
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U.S. Small Business Administration

DISASTER HOME LOAN APPLICATION

|

if you have questions about this application or problems providing the required information, please
contact our Customer Service Center at 1-800-659-2955 or disastercustomerservice@sba.gov. If more
space is needed for any section of this application, please attach additional sheets.

SBA will contact you by phone or Email to discuss your loan request.

FILING REQUIREMENTS

REQUIRED FOR ALL LOAN APPLICATIONS:

] Complete and sign this application form {SBA Form 50)

] Complete and sign the Tax Information Authorization {IRS Form 8821) enclosed with this
application. This income infarmation, obtained from the IRS, will help us determine your repaymant ability

WHILE NOT NECESSARY TO ACCEPT YOUR APPLICATION, YOU MAY BE REQUIRED TO
SUPPLY THE FOLLOWING INFORMATION TO PROCESS THE APPLICATION. IF REQUESTED,
PLEASE PROVIDE WITHIN 7 DAYS OF THE INFORMATION REQUEST:

u if any applicant has changed employment within the past two years, provide a copy of a current (within
1 month of the application date) pay stub for all applicants

" if we need additional income information, you may be asked to provide copies of your Federal income tax
returns, including all schedules

IF SBA APPROVES YOUR LOAN, WE MAY REQUIRE THE FOLLOWING ITEMS BEFORE LOAN
CLOSING. WE WILL ADVISE YOU, IN WRITING, OF THE DOCUMENTS WE NEED.

L] If vou own your residence, a COMPLETE legible copy of the deed, including the legal description of the
property

] if the damaged property is your primary residence, proof of residency at the damaged address

= if you had damage to a manufactured home, a copy of the title. If you own the lot where the home is

located, a COMPLETE legible copy of the deed, including the legal description of the property

] If you have damage to an avtomobile or other vehicle, a copy of the current registration
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NOTE: PLEASE READ, DETACH AND KEEP FOR YOUR RECORDS
STATEMENTS REQUIRED BY LAWS AND EXECUTIVE ORDERS

To comply with legislation passed by the Cangress and Executive Crders issued by the President, Federal executive agencies, including
the Small Business Administration (SBA}, must notify you of certain information. You ¢an find the regulations and policies
implementing these laws and Executive Orders in Title 13, Code of Federal Regulations (CFR), Chapter 1, or owr Standard Operating
Procedures {SOPs). In order to provide the required notices, the following is a brief summary of the various laws and Executive Orders
that affect SBA’s Disaster Loan Programs.

FREEDOM OF INFORMATION ACT (S U.S.C. 552)

This law provides, with some exceptions, that we must make records or portions of records contained in our files available to persons
requesting them. This generally includes aggregate statistical information on our disaster loan programs and other information such as
names of borrowers {and their officers, directors, stockholders or partners), loan amounts at maturity, the collateral pledged, and the
general purpose of loans. We do not routinely make available to third parties your proprietary data without first doing pre-notification, as
required by Executive Order #12600, or information that would cause competitive harm ot constitute a clearly unwarranted invasion of
personal privacy.

Send a request under this Act to the SBA office maintaining the records requested and identify it as a Freedom of Infermation Act
{FOIA) request. The request must describe the specific records you want. For information sbout the FOIA, contact the Chief, FOIPA
Office, 409 3rd Street, SW, Suite 5900, Washington, DC 20416, o1 by e-mall at foia@sha.gov.

PRIVACY ACT {5 U.S.C. 552a)

Yau can request to see or get copies of any personal information that we have In your file, when that file is retrieved by individual
identifiers, such as name or social security number. Requests for information sbout another party may be denied unless we have the
written permission of the individual to release the information to the requestor or unless the information is subject to disclosure under the
Freedom of Information Act. This form contains written permission for us to disclose the information resulting from this collection with
state, local or private disaster relief services.

Under the provisions of the Privacy Act, you are not required to provide social security numbers, However, we use social security
numbers to distinguish between people with a similar or the same name. Failure to provide this number may not affect any right, benefit
or privilege to which you are entitled by faw, but having the number makes it easier for us to more accurately identify to whom adverse
credit information applies and to keep accurate loan records.

The Privacy Act authorizes SBA to make certain "routine uses” of information protected by that Act. One such routine use for SBA's

loan system of records is that when this information indicates a violation or potential violation of law, whether civil, criminal, or
administrative in nature, SBA may refer it to the appropriate agency, whether Federal, State, local or foreign, charged with responsibility
for or otherwise involved in investigation, prosecution, enforcement or prevention of such violations. Another routine use of personal
information is o assist in obtaining credit bureau reports, on the Disaster Loan Applicants and guarantors for purposes of originating,
servicing, and liquidating Disaster loans. See, 69 F.R. 58598, 58617 {and as amended from time to time)} for additional background and
other routine uses.

Note: Any person concerned with the collection, use and disclesure of information under the Privacy Act may contact the Chief, FOI/PA
Office, 409 3rd Street, SW, Suite 5900, Washington, DC 20416 or by e-mail a1 fola@sba.gov for information about the Agency's
procedures relating to the Privacy Act and the Freedom of Information Act,

RIGHT TO FINANCIAL PRIVACY ACT OF 1978 (12 U.S.C. 3401 et seq.}

This notifies you, as required by the Right to Financial Privacy Act of 1978 (Act), of our right to access financial records held by
financial institutions that were or are doing business with you or your business. This includes financial institutions participating in loans
orinan guarantees.

The law provides that we may access your financial records when considering or administering Government loan or loan guaranty
assistance to you. We must give a financial institution a certificate of our compliance with the Act when we first request access to your
financial records. No other certification is requirad for later access. Our access rights continue for the term of any approved loan or loan
guaranty. We do not have to give you any additional notice of our access rights during the term of the loan or loan guaranty.




We may transfer to another Government authority any financial records included in a foan application or about an approved loan or loan
guaranty as necessary to process, service, liquidate, or forecicse a loan or loan guaranty. We will net permit any transfer of your financial
records to another Government authority except as required or permitted by law

CONSUMER CREDIT PROTECTION ACT {15 U.S.C. 1607 et seq )

This legistation gives an applicant whao is refused credit because of adverse information about the applicant's credit, reputation, character
or mode of living an opportunity to refute or challenge the accuracy of such reports. Therefore, if we decline your loan in whole or in part

because of adverse information in a credit report, you will be given the name and address of the reporting agency so you can seek to have

that agency correct its report, f inaccurate. I we decline your toan in whole or 1n part because of adverse information received from o
source other than a cradit reporting agency, vou will be given information but not the source of the report.

Within 3 days after the consummation of the transaction, any
tha recipient’s residence or household contents may rescind such

an SBA toan which is secured in whole or in part by a lienon

1 Of
nin accordance with "Regulation Z° of the Federal Reserve Board.

OEBT COLLECTION ACT OF 1982 AND DEFICIT REDUCTION ACT OF 1984 {31 U.S.C. 3701 et seq. and other titles)

These laws require us to aggressively collect any delinquent loan payments. You must give your taxpayer identification number to us
when you apply for aloan. If you receive a foan and do not make payments when they become due, we may take ane or more of the

foilowing actions {this Jist may not be exhaustive):

*Report the delinquency to credit reporting bursaus

*Offset your income tax refunds or other amounts due you from the Federal Government

*Refer the account to a private collection agency or other agency operating a debt coliection center.
*Suspend or debar you from doing business with the Federal Government

*Refer your loan to the Department of lustice

*Foreclose on coliat or take other actions permitied in the loan instruments.

*Garnish wages.

*Sell the debt.

*Litigate or foreciose.

LEASE NOTE: The estimated burden for comipleting this form is 1.25 hours. Your responses to the requested infermation are required in
order to obtain a benefit under our Disaster Home Loan Program, However, you are not required to respond to any collection of
information unfess it displays a currently valid OMB approvat number. If you have questions or comments concerning any aspects of this
information collection, please contact the U.S. Small Business Administration Information Branch, 409 3rd Street, SW, Washington, DC
20416 and Desk Officer for SBA, Office of Management and Sudget, Office of information and Regulatory Affairs, 725 17th Street,

NW. Washington, DC 20503, {3245-0018) PLEASE DO NQT SEND FORMS TO OMB,

i
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OMB APPROVAL NO. 3245-0188
EXPIRATION DATE: 8/31/2011

PERSONAL FINANCIAL STATEMENT

LS S ————— §—

5

U.S. SMALL BUSINESS ADMINISTRATION
Complete this form for: (1) each proprietor, or {2} each limited partner who owas 20% or more interest and each general partnar, or {3} each stockhoider owning
20% or more of voting stock, or (4} any person or entity providing a quaranty on the loan

Namg

Business Phone

Residence Address sidence Phone

City, State, & Zip Code

Business Name of Applicant/Bormower

ASSETS {Omit Cents} LIABILITIES

Cashoon hand & in Banks .. $_ F Accounts §
Savings Accounts, | . $ - _ Notes Payat . .
A or Gther Retirement Account. | S -
Ascounts & Notes Receivable . $ .. . taltment Account (Auto) L. s .
Life Insurance-Cash Surrender Value Only | S Mo. Payments S

{{Complete Section 8} ‘;instaimenl Account (Othery . I _ N
Stocksand Bonds - - - v i s s SR i fo, Payments s ~

(Descrive in Secli ' Loan on Life tnsura S .
Real Estate. . ...... . O 5. . 5

(Describe in Section 4} i
Automobile-Present Value. ... ..o S ‘R.mpardT SN e S
Other Personal Propert S S | {Describe in Section €}

{Descrive in Sectio ' Other Lianilities

Owerdssels . ... S e | {Descnbein
(Dascribe in Section §) Protat SO
Total 8 -

ingent Liabilifies

DI $ - . As Endorser of Co-Maker ...
Net Invesiment Income .. S o . ‘Legal Ciaims &.Judgments ... ... ..
Real Estate Income . S . Provision for Federal Income .
Other Income {Desa ) . 3 o N ;Cmer Special Dabl . .

Desciplo

s desirad to bave such payments counted loward lotal income

{Use atlachmenis # necessary Each atlachmenl must be identified as a part of this statement and signed.}

Section 2. Notes Payable to Banks and Others,

Narne and Address of Noteholder(s) F;amymmt( i Frequency How Secured of Endorsed

(menthly.ele) | Type of Coliateral

S$BA Form 413 {10-08) Previous Editions Obsolete {tumble}

4 15 was eiecteon)

oguced by edara Forms, dnc
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Section 3. Stocks and Bonds. (Use attachments if necessary. Each attachment must be identified as & part of this statement and signed).
! ©Market Value
QuotationyExchange

Cost

Number of Shares Total Value

Section 4. Real Estate Owned. nent # necessary  Each altachment must be identified as & part

Property B ; __ Property C

Typa of Property

Date Purchased

Originat Cost

Presant Market Value

Name &
Address of Mortgage Holder

HMortgage Account Number

Mortgage Balance

Amount of Paymertt per Month/Year

Status of Morigage

{De acurity, state name and address of ken halder,

of o

Section 5. Other Personal Property and Other Assets. G

Section 6. Unpaid Taxes, {Describe in detall, 2s fo type, o v.«‘r:fr} payable, when due, amount, and to whal propenty, if any. a tax len altaches.)

‘Section 7. Other Liabilifies, (D in detail )

Section 8. Life Insurance Held. {Give face amount and cash surrender value of policies - name of insurance company and beneficiaries)

creditworthingss. | certify the above
tatements are made for the purpose of either obtaining
prosecution by the U8 Atlorney Genaral

true and accurate a3 of the ¢
tatements may result in fodeit

Soecial Security Number:

Date: Bociad Security Number:

The estmated avars
o g this

& burdan hours for the completion of
any other aspect of this &
gton. B C. 20416, and Clearar Pap
20502. PLEASE DO NOT SEND FORMS TO OMB,

nse i you have questions or com
strative Branich, U.§. $mat Susiness
> fanagement and Budget,




36

(£0-v) 2022 Wio veg

“(4s w04
VES) 0EE0-SHZE "ON GWO pue (WS W0 vaSs) 97£0-Sb7E "ON GG 1SU01II8}eD e
UL GINO BUIMO[ID) 141 YIM PBIRIDOSSE OS[E S LLLIO) SKL 120U 3sed|d
“WU0J JRY) U0 pEjuesaLd SIIRIGRY DU) 0} ADUBRIRG PINOYS puUe 1994S
aouejeq 4NoA 03 Juswaddns © 81 BNPBYDS SIYY Ul PRUIBIUOD UOITRLLLICIU BUL
19340 NOA JI LLLIOJ UMO JNOA 3SIT ARW NOA "G wiod yas ‘uogesidde ay3 uo 7 way
wy sjuawBainbas bulpy 03 Bupuodsal Ul BOUBIUBAUCD INOA 10J PapiAcsd St Wiy SIYL
paufis
(4EBA ~yuonW)
pandag juncwe aep Ziuanbuljsp souejeq ajep unowe J4031P81D) Jo ey
MOH juawAed Apamep 10 JusLIn) JuUs.LINDg jewibriQ JEETIT Bl'e}
T T T S INPBYRS J0 83R)

{a1geied s1UNodOY pue seliebilol ‘sojoN)

SALNIGYIT 40 IMNAIHOS

s s ulddy

1YINEO4 31839908

LL0G-GYZE TON GINC



37

OME No. 15151188

Form 8821 Tax Information Authorization For s s oy

{Rev. October 2012} » Information about Form 8821 and its | i is at www.irs. 1.
» Do not sign this form unless all appticable lines have been completed.
» To request a copy or transcript of your tax return, use Form 4506, 4506-T, or 4506T-E2.

Department of the Treasury
internat Revenue Service

1 Taxpayer information. Taxpayer must sign and date this form on line 7.
Taxpayer name and address {type or print} Taxpayer identification number(s)

Daytime telephone number ran number {if applicabie}

f
¢
1
i

2 Appointee. if you wish to name more than one appointee, attach a list to this form.
Name and address CAF No.

Tetephone No.
Fax No. )
Check if new: Address ] Telephone No. L) FaxNo. 1
3 Tax matters. The appointes is authorized to inspect and/or receive confidential tax information for the tax matters listed on this
line. Do not use Form 8821 to request copies of tax returns.

{a} b} {o) {d)
, ol Type DP( Taxu Excise, Est Tax Form Number Year{s) or Period(s) Specific Tax Matters (see instr)
(income, Emplayment, Payrofl, Excise, Estate, (1040, 941, 720, etc) {see the instructions for fine 3)

Gift, Civil Penalty, etc.) {see instructions)

4 Specific use not recorded on Centralized Authorization Fite (CAF). If the tax information authorization is for a specn‘m
use not recorded on CAF, check this box. See the instructions. If you check this box, skiplines5and 6 . . > 0

& Disclosure of tax information (you must check a box on line 5a or 5b uniess the box on line 4 is checked):
aif you want coples of tax information, notices, and other written communications sent to the appomtee on an ongoing

basis, check thisbox . . . PR
Note. Appointees will no Ionger receive forms pubhcat;ons and mher related matenats whh the notices,
b If you do not want any copies of notices or communications sent to your appointee, check thisbox . . . . . . .» [

6 Retention/revocation of tax information authorizations. This tax information authorization automatically revokes alf prior
authorizations for the same tax matters you listed on line 3 above unless you checked the box on line 4. If you do not want
to revoke a prior tax information authorization, you must attach a copy of any authorizations you want to remain in effect
and check this box . FE N

To revoke this tax information authorization, see the instructions.

7 Signature of taxpayer. If signed by a corporate officer, partner, guardian, executor, receiver, administrator, trustee, or
party other than the taxpayer, | certify that { have the authority to execute this form with respect to the tax matters and tax
periods shown on line 3 above.

»iF NOT SIGNED AND DATED, THIS TAX INFORMATION AUTHORIZATION WILL BE RETURNED.

» DO NOT SIGN THIS FORM IF [T IS BLANK OR INCOMPLETE.

Signature Date

Print Name Titte (f applicabie}

T OO0 eienumberfor etectronic signature

For Privacy Act and Paperwork Reduction Act Notice, see instructions. Cat. No. 11596P Form 8821 (Rev. 10-2012)
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Page 3

General Instructions

Section references are to the Internal Revenue Code
unless otherwise noted.

Future developments. For the latest information about
developments related to Form 8821 and its instructions,
such as legislation enacted after they were published, go
to www.irs.gov/form8821.

Purpose of Form

Form 8821 authorizes any individual, corporation, firm,
organization, or partnership you designate to inspect
and/or receive your confidential information for the type
of tax and the years or periods you list on Form 8821.
You may file your own tax information authorization
without using Form 8821, but it must include all the
information that is requested on Form 8821,

Form 8821 does not authorize your appointee o
advocate your position with respect to federal tax laws; to
execute waivers, consents, or closing agreements, or to
otherwise represent you before the IRS. If you want to
authorize an individual to represent you, use Form 2848,
Power of Attorney and Declaration of Representative.

Use Form 4506, Request for Capy of Tax Return, to get
a copy of your tax return.

Use Form 4506-T, Request for Transcript of Tax
Return, to order: (a) transcript of tax account information
and {b) Form W-2 and Form 1099 series information.

Where To File Chart

Use Form 4508T-E2Z, Short Form Request for Individuat
Tax Return Transcript, to request a tax return transcript
for the current and three prior tax years that includes
most lines of the original return, The transcript will not
show payments, penalty assessments, or adjustments
made to the originally filed return.

Use Form 56, Notice Concemning Fiduciary
Relationship, to notify the IRS of the existence of a
fiduciary relationship. A fiduciary (trustee, executor,
administrator, receiver, or guardian) stands in the
position of a taxpayer and acts as the taxpayer.
Therefors, a fiduciary does not act as an appointee and
should not file Form 8821. If a fiduciary wishes to
authorize an appointee to inspect and/or receive
confidential tax information on behalf of the fiduciary,
Form 8821 must be filed and signed by the fiduciary
acting in the position of the taxpayer.

When To File

Form 8821 must be received by the IRS within 120 days
of the date it was signed and dated by the taxpayer.
Where To File

Generally, mail or fax Form 8821 directly to the IRS. See
the Where To File Chart, below, Exceptions are listed
next.

if Form 8821 is for a specific tax matter, mail or fax it to
the office handiing that matter. For more information, see
the instructions for line 4.

IFyoulivein. ..

THEN use this address . . . Fax Number*

Alabama, Arkansas, Connecticut, Delaware, District
of Columbia, Florida, Georgia, Iltinois, Indiana,
Kentucky, Louisiana, Maine, Maryland,
Massachusetts, Michigan, Mississippi, New
Hampshire, New Jersey, New York, North Carolina,
Ohio, Pennsylvania, Rhode Island, South Carolina,
Tennessee, Vermont, Virginia, or West Virginia

internal Revenue Service

Memphis Accounts Management Center
PO Box 268, Stop 8423

Memphis, TN 38101-0268

855-214-7519

Alaska, Arizona, California, Colorado, Hawail, Idaho,
lowa, Kansas, Minnesota, Missouri, Montana,
Nebraska, Nevada, New Mexico, North Dakota,
Oklahoma, Oregon, South Dakota, Texas, Utah,
Washington, Wisconsin, or Wyoming

Internal Revenue Service
1973 N. Rulon White Bivd. MS 6737
Ogden, UT 84404

865-214-7522

All APO and FPO addresses, American Samoa,
nonpermanent residents of Guam or the U.S. Virgin
Islands™, Puerto Rico (or if excluding income under
section 933}, a foreign country, U.S. citizens and
those filing Form 2555, 2555-EZ, or 4563,

internal Revenue Service
international CAF

2970 Market St, MS 3-E08.123
Philadelphia, PA 19104

855-772-3156

"These numbers may change without notice. For updates to these fax numbers, go to www.irs.gov/form8821.

“*Permanent residents of Guam should use Department of Taxation, Government of Guam, P.O. Box 23607, GMF, GU
963921, permanent residents of the U.S. Virgin Islands should use: V.1, Bureau of Internal Revenue, 6115 Fstate Smith

Bay, Suite 225, St. Thomas, V.I. 00802.
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Your appointee may be able to file Form 8821
electronically with the {RS from the IRS website. For more
information, go to IRS.gov. Under the for Tax Pros tab, go
to Other Tools & Information and click on Use e-Services
for Tax Pros. If you complete Form 8821 for electronic
signature authorization, do not file a Form 8821 with the
IRS. Instead, give it to your appointee, who will retain the
document.

Taxpayer ldentification Number (TIN)

A TiN is used 1o confirm the identity of a taxpayer and
identify the taxpayer's return and retumn information. It is
important that you furnish your correct name, social
security number (SSN}, individual taxpayer identification
number (ITIN), and/or employer identification number
(EIN}.

Partnership ltems

A Tax Matter Partner is authorized to perform certain acts
on behalf of an affected partnership. Rules governing the
use of Form 8821 do not replace any provisions of law
concerning the tax treatment of partnership items.

Appointee Address Change

If your appointee's address changes, a new Form 8821 is
net required. The appointee can provide the IRS with the
new information by sending written notification of the new
address to the location where the Form 8821 was filed.
Your appointee must sign and date the written notice.

Specific Instructions

Line 1. Taxpayer Information

Individual. Enter your name, TIN, and your street
address in the space provided. Do not enter your
appointee’s address or post office box. if areturnis a
joint return, the appointee(s} identified will only be
authorized for you. Your spouse, or former spouse, must
submit a separate Form 8821 to designate an appointee.

Corporation, partnership, or association. Enter the
name, EIN, and business address.

Employee plan or exempt organization. Enter the
name, address, and EIN or 85N of the plan sponsor/plan
name, exempt organization or bond issuer, Enter the
three-digit plan number when applicable. If you are the
plan's trustee and you are authorizing the RS to disclose
the tax information of the plan's trust, see the instructions
relating to trust.

Trust. Enter the name, title, and address of the trustee,
and the name and EIN of the trust.

Estate. Enter the name and address of the estate. If the
estate does not have an identification number, enter the
decedent’s SSN or ITIN.

Line 2. Appointee

Enter your appointee’s full name. Use the identical full
name on all submissions and correspondence. Enter the
nine-digit CAF number for each appointee. if an
appointee has a CAF number for any previousty filed
Form 8821 or power of attorney {Form 2848}, use that
number. if a CAF number has not been assigned, enter
"NONE,” and the IRS will issue one directly to your
appointee. The IRS does not assign CAF numbers to
requests for employee plans and exempt organizations.

If you want to name more than one appointee, indicate
so on this line and attach a list of appointees to Form
8821. If more than two appointees are listed and you
request copies of notices and communications be sent to
your new appointees (see line 5), copies of notices and
communications will be sent only to the first two
appoiniees.

Note. Because the IRS will send copies of notices and
communications to no more than two persons, if you
previously filed a Form 2848, Power of Attorney and
Declaration of Representative, for the same tax matters
and periods and you requested copies of notices and
communications be sent to your representative(s) at that
time, requesting your new appointee(s) receive copies of
notices and communications may stop notices and
communications from being sent to your authorized
representative(s).

Check the appropriate box to indicate if either the
address, telephone number, or fax number is new.

Line 3. Matters

Enter the type of tax, the tax form number, the years or
periods, and the specific matter. Enter “Not applicable,”
in any of the columns that do not apply.

For example, you may list “Income, 1040” for calendar
year “2010" and “Excise, 720" for “2010” {this covers all
quarters in 2010). Multiple years or a series of inclusive
periods, including quarterly periods, you may list 2008
through (thru or a hyphen) 2010, For example, “2008 thru
2010” or "2nd 2009-3rd 2010.” For fiscal years, enter the
ending year and month, using the YYYYMM format. Do
not use a general reference such as “All years,” “All
periods,” or “All taxes.” Any tax information authorization
with a general reference will be returned.

You may list the current year or period and any tax
years or periods that have already ended as of the date
you sign the tax information authorization. However, you
may include on a tax information authorization only future
tax periods that end no later than 3 years after the date
the tax information authorization is received by the IRS.
The 3 future periods are determined starting after
December 31 of the year the tax information authorization
is received by the IRS. You must enter the type of tax, the
tax form number, and the future year{s) or period{s}. Only
tax forms directly related to the taxpayer may be listed on
fine 3. If the matter relates to estate tax, enter the date of
the decedent's death instead of the year or period.

if you appoint someone only with respect {o a penalty
and interest due on that penalty, enter “civii penalty” in
the description of matters column. If applicable, enter the
tax yeat(s) for the penalty. Enter “NA” (not applicabie) in
the tax form number column. You do not have {o enter
the specific penalty.

Column (d), Enter any specific information you want the
IRS to provide. Examples of column (d) information are:
lien information, a balance due amount, a specific tax
schedule, or a tax liability. Enter “not applicable” in
column (d) if you are not limiting your appointee's
authority to inspect and/or receive confidential tax
information described in columns (a), {b), and (c}.
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For requests regarding Form 8802, Application for
United States Residency Certification, enter “Form 8802”
in column {d) and check the specific use box on line 4.
Also, enter the appointee’s information as instructed on
Form 8802.

Note. If the taxpayer is subject to penalties related to an
individual retirement account (IRA} {for example, a
penalty for excess contributions) enter, “IRA civil penaity’
on line 3, column a.

Note. If Form W-2 is listed on line 3, then the appointee
may receive information regarding any civil penalties
charged that relate to that Form W-2.

A Form 8821 that lists a particular tax return will also
entitle the appointee to receive the taxpayer notices
regarding any return-related civil penaities and a specific
reference to penalties is not required. However, any civil
penalty that is not return-related is not covered by the
Form 8821 unless it references “civil penalties” or a
specific penalty is stated.

Line 4. Specific Use Not Recorded on CAF

Generally, the IRS records all tax information
authorizations on the CAF system. However,
authorizations relating to a specific issue are not
recorded.

Check the box on line 4 if Form 8821 is filed for any of
the following reasons:

{a) requests to disclose information to loan companies or
educational institutions,

(b} requests to disclose information to federal or state
agency investigators for background checks,

(c) application for EIN, or

{d) claims filed on Form 843, Claim for Refund and
Request for Abatement.

1f you check the box on line 4, your appointee should
mail or fax Form 8821 to the IRS office handling the
matter. Otherwise, your appointee should bring a copy of
Form 8821 1o each appointment to inspect or receive
information. A specific-use tax information authorization
will not revoke any prior tax information authorizations.

Line 6. Retention/Revocation of Tax
Information Authorizations

Check the box on this line and attach a copy of any tax
information authorization you do not want to revoke. The
filing of Form 8821 will not revoke any Form 2848 that is
in effect.

1 you want to revoke an existing tax information
authorization and do not want to name a new appointee,
send a copy of the previcusly executed tax information
authorization to the IRS, using the Where To File Chart,
earlier. The copy of the tax information authorization must
have a current signature of the taxpayer and date under
the original signature on line 7. Write “REVOKE™ across
the top of Form 8821,

tf you do not have a copy of the tax information
authorization you want to revoke, send a statement to the
{RS. In the statement:

(a} indicate that the authority of the appointee is
revoked,

{b) list the name and address of each recognized
appointee whose authority is revoked,

{c) list the tax matters and tax periods, and
{d) sign and date the statement.

If you are completely revoking the authority of the
appointee, state “remove all years/periods” instead of
listing the specific tax matters, years, or periods.

To revoke a specific use tax information authorization,
send the tax information authorization or statement of
revocation to the IRS office handling your case, using the
above instructions.

Line 7. Signature of Taxpayer

Individual. You must sign and date the authorization. If
a joint return has been filed, your spouse must execute
his or her own authorization on a separate Form 8821 to
designate an appointee.

Corporation. Generally, Form 8821 can be signed by:

(a) an officer having authority under applicabie state law
to bind the corporation,

(b} any person designated by the board of directors or
other governing body,

{c) any officer or employee on written request by any
principal officer and attested to by the secretary or
other officer, and

(d) any other person authorized to access information
under section 6103(e){1)(D}, except for a person
described in section 6103(a)(1}(D)(ii) (bona fide
shareholders of record owning 1% or more of the
outstanding stock of the corporation).

Partnership. Generally, Form 8821 can be signed by
any person who was a member of the partnership during
any part of the tax period covered by Form 8821. See
Partnership ltems, earlier. If the Form 8821 covers more
than one tax year or tax period, the person must have
been a member of the partnership for all or part of each
tax year or period covered by Form 8821,

Employee plan. if the plan is listed as the taxpayer on
line 1, a duly authorized individual having authority to bind
the taxpayer must sign and that individual's exact title
must be entered.

If the trust is the taxpayer, listed on line 1, a trustee
having the authority to bind the trust must sign with the
title of trustee entered. If the trust has not previously
submitted a completed Form 56, Notice Concerning
Fiduciary Relationship, identifying the current trustee, the
trust must submit a Form 56 to identify the current
trustee.

Estate. If there is more than one executor, only one
executor having the authority to bind the estate is
required 1o sign. See regulations section 601.503(d).

All others. See section 6103(e) if the taxpayer has died,
is insolvent, is a dissolved corporation, or if a trustee,
guardian, executor, receiver, or administrator is acting for
the taxpayer.
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Privacy Act and Paperwork Reduction Act
Notice

We ask for the information on this form to carry out the
Internal Revenue laws of the United States. Form 8821
autherizes the RS to disclose your confidential tax
information to the person you appoint. This form is
provided for your convenience and its use is voluntary.
The information is used by the IRS to determine what
confidential tax information your appointee can inspect
and/or receive. Section 6103(c) and its regulations require
you to provide this information if you want to designate
an appointee to inspect and/or receive your confidential
tax information. Under section 6109, you must disclose
your identification number. If you do not provide all the
information requested on this form, we may not be able to
honor the authorization. Providing false or fraudufent
information may subject you to penalties.

We may disclose this information to the Department of
Justice for civil or criminal litigation, and to cities, states,
the District of Columbia, and U.S. commonwealths and
possessions for use in administering their tax laws. We
may also disclose this information to other countries
under a tax treaty, to federal and state agencies to

enforce federal nontax criminal laws, or to federal law
enforcement and intelligence agencies to combat
terrorism.

You are not required to provide the information
requested on a form that is subject to the Paperwork
Reduction Act unless the form displays a valid OMB
control number. Books or records relating to a form or its
instructions must be retained as long as their contents
may become material in the administration of any internal
Revenue law.

The time needed to complete and file this form will vary
depending on individual circumstances. The estimated
average time is: Recordkeeping, 6 min.; Learning about
the law or the form, 12 min.; Preparing the form, 24
min.; Copying and sending the form to the IRS, 20 min.

1f you have comments concerning the accuracy of
these time estimates or suggestions for making Form
8821 simpler, we would be happy to hear from you. You
can write to Internal Revenue Service, Individual and
Specialty Forms and Publications Branch,
SEW:CAR:MP.T:, 1111 Constitution Ave. NW, IR-6526,
Washington, DC 20224. Do not send Form 8821 to this
address. instead, see the Where To File Chart, earlier.
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Chair LANDRIEU. Let me make sure we start with the facts, be-
cause I am going to have a series of these hearings through this
disaster because it is a long haul. I mean, Senator Vitter and I are
in the seventh year of recovering from Katrina, and I do not want
to frighten people that are listening to this, but it is a long road
for recovery after a catastrophic disaster. We still have neighbor-
hoods and business corridors that are struggling.

But I just want to start with making sure we know what our
challenges are. The record that I have, and I want to see if it
matches with what you have, is that in New York, the documents
that have been submitted show that there are 265,000 businesses
that have been destroyed. And in New Jersey, it is 189,000. Is that
generally the records that you have, Mr. Rivera?

Mr. RIVERA. Senator Landrieu, yes, that is correct.

Chair LANDRIEU. Okay. Now, just for comparison, in Katrina,
which was no question a catastrophic disaster on the Gulf Coast,
we only lost 18,700 businesses. So I am going to repeat these num-
bers, because this is a big effort. Two-hundred-and-sixty-five-thou-
sand businesses have been lost in New York, and 189,000 in New
Jersey.

Now, the only program that I know of in the Federal Govern-
ment that is specific to meet the needs comes through your agency.
We are pushing very hard for the Community Development Block
Grant to change into a much more flexible and better designed tool,
which is one of the primary tasks in this supplemental, which I
hope Congress will say yes, to maybe use some of that money to
craft more robust assistance.

But given that, you can understand why I was a little bit con-
cerned to hear that in New Jersey, we have 1,498 applications have
been received. Sixty-eight have been approved and only nine have
been disbursed to date. In New York, we have 2,474 applications
received. We have 105 have been approved and 12 loans have been
disbursed. And the average loan, according to the documents pre-
paring for this hearing, was $13,000. Now, I understand those loan
amounts have increased because this is a real moving target. I
mean, every 24 hours, these numbers move.

But just to give some reference, in Katrina, the average business
loan was $1,116 [sic]. In Rita, it was $95,000. Wilma was $135,000.
Ike was $129,000. Gustav, $59,000. Isaac, $39,000. And yet we are
at a fairly low amount for Sandy. Now, that number will go up, the
average loan amount.

But I want the members of this committee to know and for the
administrators to know that my eyes are on the results, not the
process, not how many people we have in the field, not how many
offices we have opened, not how much money we are spending. My
eyes are going to be for the next year, with the help of this com-
mittee, and I think I have the support of both Republicans and
Democrats on this, on the results of getting loans quickly into the
hands of businesses or grants.

It is impossible for these communities to recover without small
business leading the way. It is just not going to happen. Home-
owners can rebuild, but if there are no gas stations open, if there
are no grocery stores, if there are no retail shopping centers—and
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I am telling you, seven years after Katrina, we still have neighbor-
hoods that are looking for business opportunities.

Now, I do not think the Federal Government can do it all, but
I do think the Federal Government can be a big supporter in this
effort and I am looking for smart partnerships.

So would you please comment on these numbers. Keep your re-
sponses short because I do have another question.

Mr. RIvERA. Okay, thank you, Senator Landrieu. You know, you
are absolutely correct. We are very early into this disaster. Gen-
erally, we get most of our applications between week four and week
eight, and then we have a 14- to 18-day processing goal. We are
currently processing these applications within ten days. So what is
happening is we are now—this is week six from the disaster. We
are now starting to get a lion’s share of influx of disaster applica-
tions and we process within that time frame, accordingly. But we
are confident that we are going to be able to get these applications
processed timely, and then once we get the loan approved, we will
generate the loan closing documents and we get the initial dis-
bursement out within the first five days of the date of the applica-
tion

Chair LANDRIEU. Let me ask you this. What are the deadlines for
application, because I believe we may have to have those extended.
In my experience, people are still so traumatized at this time after
the disaster. I mean, they are having a hard time getting their
head around the fact that they have lost their home, they have lost
their church, they have lost their business. It is difficult to make
decisions, particularly when you do not know what your neighbors
are doing or what the business next door is doing, and people may
need more time. So what are the deadlines, and do you have the
authority to extend them?

Mr. RIVERA. So the current deadline in New York was just re-
cently extended. For all the States, the deadline is December 31.
In New York, the deadline was extended to January 28. But under
the Presidentially Declared Disasters, we will work with FEMA to
see if we can get a possible deadline.

Chair LANDRIEU. So you are saying you do have the authority to
extend deadlines if you find that it is necessary?

Mr. RIVERA. We do not, but FEMA does, because it is a Presi-
dentially Declared Disaster, but we will definitely work with them.

Chair LANDRIEU. Okay, because I am going to ask the next panel,
do they believe the businesses in their community need more time
to fashion their loan request.

Mr. RIVERA. Right.

Chair LANDRIEU. My third question, and I am sorry to go a little
bit over—I will turn it over to Senator Vitter in a minute—explain
in some detail, if you can, what the preliminary conversations have
been with Secretary of HUD, who is probably the best person in
America to lead this disaster, in my humble opinion, Shaun Dono-
van—he is well experienced, he is educated, he is from that re-
gion—what have the initial conversations been about the possi-
bility of some express business loans—$10,000, $20,000, $25,000
loans—to proven successful, businesses, longstanding? I am not
talking about new entrepreneurs taking opportunities in the after-
math, as legitimate as that may be. I am talking about long-
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standing businesses, so that we can answer the question, are loans
the only thing that is available? What is your answer to that, and
what are the outlines of that preliminary discussion?

Mr. RIVERA. So, our initial discussions with HUD are that we are
working together with them. I mean, he is obviously going to be the
point person for the President in responding to the disaster of
Superstorm Sandy across the area.

We have had some initial discussions on the flexibility of how we
can coordinate. We have the Memorandum of Understanding that
we had signed, thanks to your efforts. But we are looking at coordi-
nating between how we can make the disaster loans and how the
CDBG funds and the flexibility that they may be able to be pro-
vided as part of the supplemental.

Chair LANDRIEU. For a possibility for some small express grants?
Have you all gotten into any of that discussion yet, or is it still
very preliminary?

Mr. RIVERA. It is still preliminary. You know, as I mentioned, we
are still early in the disaster. It is week six and we are working
as hard as we can, as fast as we can, to get the best results we
can. But we are still early in that process.

Chair LANDRIEU. Okay. Senator Blumenthal, questions, and then
I will get to you, Senator Risch.

Senator BLUMENTHAL. Thank you, Madam Chair.

One quick question. Could you comment specifically on the dif-
ferent alternatives in terms of collateral that may be available?
Senator Landrieu raised that point earlier, which I think is very
well taken.

Mr. RivERA. Okay. So, we follow the private sector practice. We
will generally take the business assets, and if there is a residence
available, we will pick up the residence. But as part of the pro-
posed language, we will see, from our perspective, how that works
from a collateralization. But we do follow private sector practices.

Senator BLUMENTHAL. Well, would you then use collateral other
than someone’s home, and would that be a departure from existing
policy or

Mr. RIVERA. Yes, it would be a departure from our existing policy
and we would look at what other collateral is available based on
the proposed legislation.

Senator BLUMENTHAL. So you will undertake that policy?

Mr. RIVERA. We will look at if we can do that. You know, once
the legislation is passed, we will come back and we will figure out
if that is the best approach we can take.

Senator BLUMENTHAL. Thank you.

Chair LANDRIEU. Senator Risch.

Senator RiscH. Thank you, Madam Chairman.

Mr. Chodos, you used an example of a business that you have
helped since the catastrophe, and I think, where did you say it was,
in New York? Was it in

Mr. CHODOS. The Bronx.

Senator RiscH. Okay. What kind of business was that?

Mr. CHODOS. That is a beverage distributor, I believe.

Senator RisCH. And what type of insurance did they have?

Mr. CHODOS. So, I will get back to you on that, Senator, and find
out specifically what insurance they had. I will say that the avail-
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ability of insurance is one of the key items of information that is
obtained when a business is applying for immediate either FEMA
grants or SBA disaster loans. So getting the full packet of informa-
tion is part of that intake process, and more broadly, our resource
partners who help staff both the Disaster Recovery Centers and the
Business Recovery Centers take a holistic approach when a busi-
ness walks in the door to find out, where are they overall? What
do they have? What are the needs? What is the plan going forward?

Senator RisCH. Perfect, except. I am looking here at the applica-
tion, U.S. Small Business Administration Disaster Business Loan
Application, and it has got a form number and what have you on
it. You know, if I was a claims processor or someone in your posi-
tion looking at one of these, this thing would be incredibly short
of information when it comes to making a decision as to whether
taxpayers’ money should go into this.

I look at item number 16, insurance coverage, parentheses, if
any, and I am going to get to the “if any” part here pretty quick.
You do not even ask how much coverage a person has on this appli-
cation. You have got coverage type. You have got name of insur-
ance company or agent and phone number of insurance agent and
policy number. Now, I have not had time to study this thing, so
maybe it shows up somewhere else here, but Mr. Rivera, you seem
anxious to answer that question.

Mr. RIVERA. Well, Senator, that is part of the application process.
It is the SBA Form 5, or 5C, and basically, what we do is the loan
officer will have that discussion with the disaster survivor and with
the insurance agent. So that communication does occur. We make
sure that there is no duplicative funding that occurs from that.

Senator RISCH. One would hope so. It seems to me, though,
that—and I understand you want to keep this short and you want
to keep it concise and easy to fill out, which is good. But to me,
the most important thing after a disaster a person reaches for is
their insurance policy. Bless the Federal Government, but even in-
surance companies are better than the Federal Government, gen-
erally, to responding to claims. And it would seem to me that if you
looked at the claims forms that you are required to fill out for an
insurance company, you could probably take a lesson there to get
yourself quite a bit of information.

For instance, item number 16, insurance coverage, if any, it says
coverage type. Most people, when they say coverage type, they are
kind of at a blank because they do not deal with that all the time.
But if you listed and had them check a box, such as property, con-
tents, business interruption, they could check the box very quickly,
I would think, and let you know what it was and how much the
coverage was, because that would seem to me to be critical when
you are examining one of these claims.

I would assume you have a group that works with a claimant as
far as dealing with their insurance company.

Mr. RIVERA. The loan officers do deal with the actual insurance
agent when they are processing the application, yes, sir.

Senator RISCH. And you feel comfortable with their area of exper-
tise in that regard?

Mr. RIVERA. Yes——
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Senator RISCH. Insurance companies can be somewhat difficult,
at times, when it comes to claims time.

Mr. RivERA. We have pretty good success dealing with the indi-
vidual, the disaster survivor and the insurance agent. I mean, it is
a pretty transparent process from our perspective.

Senator RISCH. Okay, thank you. I can see I am way over here,
but I have got a number of other questions.

Chair LANDRIEU. Go ahead.

Senator RiscH. Okay. All right. In any event, if I were you, I
would take a look at that application form. Again, I do not want
to see the usual kind of Federal form that looks like the phone
book, but rather—I like this idea of keeping it simple, but you need
more information, it seems to me, than what you have.

Out of the—go back to Katrina for a minute. Madam Chairman
indicated there were 18,000 businesses either destroyed or affected
or what have you. What percent of those had insurance?

Mr. RivERA. I would have to go back and check our records. I was
not in the Office of Disaster Assistance. I was with the agency, but
I was not with the Office of Disaster Assistance at the time, but
we can get back with you for the record.

Senator RiSCH. Do you head the Office of Disaster Assistance?

Mr. RIVERA. Yes, sir, I do.

Senator RISCH. It would seem to me that that is a critical ques-
tion. Can you give me a ballpark? Was it half of them? Was it
three-quarters of them?

Mr. RIVERA. I do not venture to guess. I really do not know, but
we can get that information for you.

Senator RISCH. I am disappointed in that. Did you do anything
with Katrina as far as making it a learning experience for other
small businesses in America about how important insurance is in
these situations?

Mr. RIVERA. Oh, absolutely. I mean, we have a pretty good pre-
paredness package that goes out. I mean, we have a marketing and
outreach program where we talk about insurance being key. We do
make loans for uninsured or underinsured losses. We do make the
loan up front and then we will take an assignment of the insurance
policy. I mean, there are a lot of lessons learned here, but I do not
want to just state a specific percentage without knowing the actual
factual number. So we can get that number for you.

Senator RiscH. Please. Also, the 265,000 in New York and the
189,000 in New dJersey, I would be really interested as far as your
determination on how many of those people had insurance and how
many did not.

Mr. RIVERA. Okay. We can get back with you on that, also.

Senator RISCH. I am assuming you would agree with me that
that is critical, the amount of insurance that they have, when peo-
ple are looking to the Federal Government to step in and fill a gap.

Mr. RIVERA. Well, just to clarify, that is part of our process. 1
mean, if you have insurance—we will make a loan for $100,000 and
let us say you have $50,000 of insurance. We will either make the
loan up front and then reduce the full amount by that $50,000, or
we will make the net loan of $50,000. But we only make loans for
uninsured or underinsured losses.
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Senator RISCH. And will you also take an assignment on insur-
ance proceeds?

Mr. RIvERA. We do when we make a loan commitment before the
insurance is settled.

Senator RiScH. I think that is enough for this round.

Chair LANDRIEU. Thank you, Senator.

Let me assure you, we can get that information. I think that is
very important. But for the record, is not the insurance given on
SBA Form 5, which has to be completed and attached to this?

Mr. RIVERA. Yes, ma’am.

Chair LANDRIEU. Okay. So in addition to the two pages, which
are—as the Senator pointed out, we do want a simple but complete
process—there are five other forms, one for insurance, one from the
IRS, a 1413 Form, which is another SBA, and another, 2202, which
is a schedule of fixed liabilities and all fixed debt. So if there are
some improvements, Senator, that you want to suggest, please let
us know.

But I do think that the insurance is required, and very impor-
tant, because this is really the Federal Government is helping to
fill the gap, helping to step up and provide some funding quickly
and in advance. Sometimes those insurance proceeds can be very
slow. And, frankly, some insurance companies are much better
than others about honoring the contracts that they have with these
businesses, and that is another important oversight that I hope
that the committee of jurisdiction, which is not this committee, but
can provide in this recovery.

Are there any other questions, because I would like to move to
the second panel and give them an opportunity. Anything else you
all want to add?

Mr. RIVERA. No, ma’am. Thank you.

Senator RiscH. Madam Chairman, can I——

Chair LANDRIEU. Go ahead.

Senator RiscH. We have been hit with a $60 billion request
from—did that come from the White House?

Chair LANDRIEU. It did. It came from the White House and the
Appropriations Committee has reviewed it.

Senator RISCH. What part of that would be attributable to or
within this committee’s jurisdiction? Does anybody have an idea?

Chair LANDRIEU. Go ahead. You can——

Mr. CHODOS. Roughly, it would be—the request for the SBA are
a $500 million disaster subsidy, $250 million for disaster adminis-
tration, $40 million for the economic development initiatives we
discussed, $10 million for related administrative expenses, and $5
million for the IG.

Chair LANDRIEU. And how much of that loan authorization, how
{nuch? of that money—how much will it leverage in additional
oans?

Mr. RIVERA. Approximately $4.5 billion for lending authority.

Chair LANDRIEU. Okay.

Senator RISCH. I have got one other that is not related to that,
but who put those numbers together, by the way? Was that you,
Mr. Rivera, that put those together, your shop?

Mr. RIVERA. The agency?

Senator RISCH. Yes.
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Mr. RIVERA. I am sorry. Which numbers are you——

Senator RisCH. These numbers that you just gave us as far as
how much

Mr. RIVERA. So it is a “one SBA” approach. Part of it is mine in
the Office of Disaster Assistance. Part of it is Michael’s in the Of-
fice of Entrepreneurial Development. And then there is a surety
bond piece up in Capital Access, also.

Senator RISCH. I assume if we want to know more about how you
put those numbers together, we can get in touch—staff can get in
touch with your shop to find that out?

Mr. RIVERA. Oh, absolutely. Yes, sir.

Senator RiscH. Okay. When someone applies for a Small Busi-
ness Administration loan, is their insurance vetted at that time?

Mr. RIVERA. Yes, sir. When the loan officer gets the application,
that is part of their underwriting due diligence, is that they have
to contact the insurance company as part of that processing effort.

Senator RISCH. So, theoretically, anybody with a small business
loan will receive compensation from their insurance company as op-
pols{ed to having an issue with coming to the SBA for it and just
asking——

Mr. RivErA. Well, you know, that is one of the decisions a small
business owner needs to make, I mean, if they feel they have ade-
quate insurance or if they feel they are underinsured. We are just
providing one option for their tool box from a loan commitment per-
spective.

Senator RISCH. When you do your due diligence, do you require
that they satisfy you that they are fully insured for losses as to
their structures, their inventory, their interruption of business and
that sort of thing?

Mr. RIVERA. Yes, sir. When we speak with the insurance agent,
we do have exactly what the insurance settlement is at that time
or what they anticipate the insurance settlement to be, and we
work——

Senator RISCH. I am sorry. I am talking about for before any dis-
aster, when somebody comes to you for a loan.

Mr. RIvERA. For a disaster loan or——

Senator RISCH. No, I am sorry. Maybe this is more appropriate
for Mr. Chodos, but I am looking for someone who comes in for an
SBA loan, no disaster on the horizon or anything else. I am

Mr. RIVvERA. Yes, sir. The guarantee loan program that is run
through the banks, that we run through our lending partners——

Senator RISCH. Right.

Mr. RIVERA [continuing]. That is part of the normal private sec-
tor practice, that insurance is required. Correct.

Senator RISCH. Go back to Katrina, if you would, or if you can
give me these kinds of numbers. What do you find as far as people
who have an SBA loan coming back to the SBA after a disaster and
wanting either a loan or disaster relief or something like that?

Mr. RIVERA. So, for an individual that has already received a dis-
aster loan?

Senator RISCcH. Right.

Mr. RIVERA. So there is an opportunity in the event that there
is uninsured or underinsured losses. I mean, there may be a situa-
tion where we require flood insurance because they are in a flood
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plain and there may be additional damage above whatever the
flood insurance policy covers because of the different footprint or
the different type of event that occurs from one disaster to another.

Senator RiscH. Thank you, Madam Chairman.

Chair LANDRIEU. And, Senator, we can get you some information
about the stand-alone SBA program. I just was checking with the
staff. The default rate in that program is very comparable to the
private sector default rate and it is a modest, in my view, subsidy
for that program relative to the leverage it provides for small busi-
nesses when they are sort of the lender of last resort.

And I want to make clear, and I think the Senator has a very
good line of questioning, that insurance underlies this whole recov-
ery process. Homeowners have insurance. There is flood insurance.
Now, these insurance policies can be expensive, but it is required
in many of these communities.

The small business loans are there, really, to fill the gap or to
get money more quickly until insurance proceeds come in. But it
would be important for the record to submit how many of the busi-
nesses that are successful in not just applying but in receiving
loans, what is their level of insurance coverage.

But let us go to the second panel, if we could. Thank you very
much. The second panel, thank you all. And if you all could stay
and listen to the second panel, I would appreciate it. I think it is
very important to hear from mayors and business leaders on the
ground.

The first is the Honorable Dawn Zimmer, who became the first
female Mayor of Hoboken, New dJersey, in 2009. Mayor Zimmer
began her career in public service as an advocate for public park
space but has become a successful mayor dedicated to fiscal respon-
sibility, public-private partnerships, and improving the quality of
life for local residents. Unfortunately, Hoboken is one of the more
devastated municipalities in the region, and no mayor can appre-
ciate what you and your city council and citizens have been going
through. We just offer you our best in this effort.

Mr. Jim King has been the State Director of the New York Small
Business Development Center network since 1984. He oversees 24
Regional Centers, 35 Outreach Centers that serve over 35,000
small businesses each year. All of your experience, Mr. King, will
most certainly be called on and tested for the job that is ahead of
you.

Mr. Kevin Law is the President and CEO of Long Island Associa-
tion, one of the most respected business organizations in New York.
The Long Island economy is made up of over 100,000 businesses,
90 percent of which employ 20 people or less. We are looking for-
ward to hearing directly from you, Kevin, about what your busi-
nesses are saying, many of them struggling to recover, and how we
can be as helpful as possible.

But, Mayor, let us start with you, and again, our hearts go out
to the people that you have lost and are devastated, but we are
going to stay with you for the long haul, the long road ahead.
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STATEMENT OF HON. DAWN ZIMMER, MAYOR, CITY OF
HOBOKEN, NJ

Ms. ZIMMER. Thank you very much. Good morning, Chairwoman
Landrieu.

Chair LANDRIEU. Make sure your buttons are pressed and that
you are speaking directly into your microphone.

Ms. ZIMMER. Good morning, Chairwoman Landrieu and com-
mittee members. It is a privilege and an honor to be here today.
Again, my name is Dawn Zimmer and I am the Mayor of Hoboken,
New Jersey.

Hoboken is located just across the river from New York City. We
are the proud birthplace of baseball and Frank Sinatra and the
home of “Cake Boss.” We have more than 50,000 residents and
hundreds of businesses call our square-mile city their home, which
is why we are one of the most densely populated cities in America,
actually, more than New York City. We are proud to be one of the
most walkable communities in the country, and we rank number
one in per capita use of public transportation for commuting. We
are a vibrant urban community filled with hundreds of boutiques,
restaurants, and outdoor cafes.

But Hurricane Sandy was devastating for Hoboken, our busi-
nesses, and our residents. For the first time in history, the Hudson
River spilled into Hoboken from both the north and the south, and
more than half of our city was flooded. Our community center, pub-
lic works garage, three of our four firehouses, and more than 1,700
homes were flooded. We estimate the total damage to our commu-
nity at well over $100 million. Thankfully, our main street, Wash-
ington Street, did not flood, and is again open for business. But
hundreds of businesses located off of our main street were severely
flooded.

Even the businesses that did not flood have been severely im-
pacted by one of our principal means of transportation to New
York. The PATH train was flooded and still has not been restored.
Many businesses report up to a 60 percent reduction in business
due to the difficulty of getting to and from Hoboken.

Some businesses that flooded remain closed or are forced to oper-
ate at an alternate location as they try to navigate the insurance
gauntlet. I call it an insurance gauntlet because the National Flood
Insurance Program is not designed to meet the needs of the urban
environments. I believe there is a fundamental unfairness to the
system that I respectfully ask Congress to try to address.

When businesses located in a flood zone buy their properties,
they are forced to purchase flood insurance by their mortgage com-
panies. But the flood insurance program treats garden-style busi-
nesses as if they were basements. If they rent, which many busi-
nesses do, then the direct uninsured costs are often passed on to
the small business renters.

Under FEMA'’s definition of a basement, the coverage is greatly
limited to only those things like the boiler, hot water tanks, and
electrical control panels. These rules do not reflect the reality that
in places like Hoboken, New York City, and other urban areas, the
premises characterized as “basements” house vibrant businesses
and principal residences, which are critical elements to the vi-
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brancy of our cities. A store or apartment that requires you to walk
down one or two steps is, plain and simply, not a basement.

The business owners and residents who work and live in these
stores and homes are required to buy flood insurance, are required
to pay premiums into the Flood Insurance System, yet they receive
virtually no coverage. After having paid flood insurance premiums
for years, many discover for the first time that their claims are de-
nied because the flood insurance they were required to purchase
does not actually insure them. What we have is, unfortunately, not
a rule that protects against moral hazard, but a trap that victim-
izes people in their greatest time of need.

For many businesses, their only option is from the Small Busi-
ness Administration. But many business owners I have spoken
with tell me they cannot afford more debt. But they do need help,
and we are at risk of losing the small businesses that make our
community special.

So I respectfully ask that this committee and the Congress con-
sider other options for providing direct relief to our small business
owners. Unfortunately, those businesses without flood insurance
who do seek assistance from the SBA will be the next victims
caught in the flood insurance trap. If they are able to receive an
SBA loan, they will be required to get flood insurance and pay into
a program that offers virtually no assistance for the urban garden-
style business. Their insurance costs will go up excessively, but un-
less Congress takes action to address the definition of a basement
or the coverage provided to those units, then the garden-style busi-
ness or homeowner will be forever caught funding a flood insurance
system that fails to benefit them in any meaningful way.

The inequity of this system is apparent when we see homeowners
receiving $250,000 in coverage for vacation homes on the shore
while primary homes and businesses fall through the cracks of the
flood insurance program.

In the immediate term, I strongly urge Congress to provide direct
assistance for businesses and residents caught in the flood insur-
ance trap. Specifically, I ask you to take action to address the un-
fair basement issue for the future. I suggest that rather than deny-
ing people coverage, businesses and residents should be given in-
centives to invest in taking the necessary steps to reduce the im-
pact of flooding. For example, there could be a system of encour-
aging the installation of energy-efficient waterless tanks on higher
floors that could be installed in closets. But the current system
does not provide incentives. It just inflicts pain on innocent victims
at a time when they are most vulnerable.

I thank you so much for your willingness to listen to our con-
cerns and for the opportunity to speak to you.

[The prepared statement of Ms. Zimmer follows:]
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Senate Committec on Small Business and Entrepreneurship - December 13, 2012
Prepared Testimony
Presented by Hoboken Mayor Dawn Zimmer

Good morning Chairwoman Landricu and Committec members. It’s a privilege to be here today.

My name is Dawn Zimmer and I am the Mayor of Hoboken, New Jersey. Hoboken is located
just across the Hudson River from New York City. We are proud to be the birthplace of baseball
and Frank Sinatra and home of the Cake Boss. More than 50,000 residents and hundreds of
businesses call our square mile city their home, which is why we are one of the most densely
populated cities in America - more than New York City. We are proud to be one of the most
walkable communitics in the country, and we rank number one in per capita use of public
transportation for commuting. We're a vibrant urban community filled with hundreds of
boutiques, restaurants, and outdoor cafes.

But Hurricane Sandy was devastating for Hoboken, our businesses and our residents. For the first
time in history, the Hudson River spilled into Hoboken from the north and south, flooding more
than half our city. Our community center, public works garage, three of our four fire houses, and
more than 1700 homes flooded. We estimate the total damage to our community at well over
$100 million.

Thankfully our main street, Washington Strect, did not flood, and is again open for business. But
hundreds of businesses located off of our main street were severely flooded.

Even the businesses that did not flood have been severely impacted because one of our principal
means of transportation to New York, the PATH train, was flooded and still has not been
restored. Many businesses report up to a 60 percent reduction in business due to the difficulty of
getting to and from Hoboken.

Some businesses that flooded remain closed or are forced to operate at an alternate location as
they try to navigate the insurance gauntlet.

I call it an insurance gauntlet because the National Flood Insurance Program is not designed to
meet the needs of the built urban environment.

I believe there is a fundamental unfairness in the system that I respectfully ask Congress to
address.

When businesses located in a flood zone buy their properties, they are forced to purchase flood
insurance by their mortgage companies. But the Flood Insurance Program treats garden style
businesses as if they were “basements.” And under FEMA’s definition of a “basement,” the
coverage is greatly limited to only include things like the boiler, hot water tanks, and electrical
control panels.
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These rules do not reflect the reality that in places like Hoboken, New York City, and other
urban areas, the premises characterized as basements house vibrant businesses and principal
residences which are critical elements to the vibrancy of our cities.

A store or apartment that requires you to walk down one or two steps is plain and simply not a
basement. The business owners and residents who work and live in these stores and homes are
required to buy flood insurance, are required to pay premiums into the flood insurance system,
yet they receive virtually no coverage.

After having paid flood insurance premiums for years, many discover for the first time that their
claims are denied because the flood insurance they were reguired to purchase does not actually
insure them.

What we have is unfortunately not a rule that protects against moral hazard, but a trap that
victimizes people at their time of greatest need.

For many businesses, their only option is a loan from the Small Business Administration. But
almost all business owners ["ve spoken with tell me they can’t afford more debt. But they do
need help, and we are at tisk of losing the small businesses that make our communities special,
so I respectfully ask that this committee and the Congress consider other options for providing
direct relief to our small business owners.

Unfortunately, those businesses without flood insurance who do seek assistance from the SBA
will be the next victims caught in the flood insurance trap. If they are able to receive an SBA
loan, they will be required to get flood insurance and pay into a program that offers virtually no
assistance for their urban garden style business. Their insurance costs will go up excessively, but
unless Congress takes action to address the definition of a “basement” — or the coverage
provided to those units - then the garden style business or home owner will be forever caught
funding a flood insurance system that fails to benefit them in any meaningful way.

The inequity of the system is apparent when we sce homeowners receiving $250,000 in coverage
for vacation homes on the shore while primary homes and businesses fall through the cracks of
the flood insurance program.

In the immediate term, 1 strongly urge Congress to provide direct assistance for businesses and
residents caught in the flood insurance trap. Specifically, 1 ask you to take action to address the
unfair basement issue for the future.

I suggest that rather than denying people coverage, businesses and residents should be given
incentives to invest in taking the necessary steps to reduce the impact of flooding.

For example, there could be a system of encouraging the installation of energy efficient waterless
tanks on higher floors that can be installed in closets.

But the current system does not provide incentives - it just inflicts pain on inmocent victims at a
time when they are most vulnerable.
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I thank you so much for your willingness to listen to our concerns and for the opportunity to
speak with you today.
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DAWN ZIMMER BIOGRAPHY
Dawn Zimmer became the first female Mayor of Hoboken in 2009. Prior to that, she served asa
Councilwoman after becoming involved in civic life as an advocate for park space.

As Mayor, her priorities include restoring fiscal responsibility and improving quality of life for residents.
Since taking office, she has steadily reduced taxes and established a responsible cash surplus for the first
time in many years. Following audits of the police and fire departments, restructuring and redeployment
allowed the city to save millions of dollars per year while enhancing community safety. Through
privatization, she saved the City's cash-strapped hospital from closing, saved more than 1,200 jobs, and
relieved taxpayers of a $52 million bond guarantee. Combined, these actions have positioned Hoboken
to improve its near-junk bond rating. Mayor Zimmer is using technology to make government more
efficient and provide new services and information directly to residents at minimal cost. Under her
watch, Hoboken is transitioning from a car-centric city into a nationally-recognized leader in progressive
transportation initiatives. Through a public-private partnership, Hoboken is home to Corner Cars, the
first on-street, city-wide car sharing program in the country. In 2011, Hoboken was recognized as a Gold
Walk-Friendly Community and in 2012 was recognized as a Bike Friendly Community.

Before taking time off to care for her two young sons, Dawn worked in communications for a large
Japanese trading company and did crisis communications for one of the top public relations firms in the
country. She’s also a photographer and served as marketing director for a family business. She is a Cum
Laude Graduate of the University of New Hampshire, where she rowed crew for four years. Dawn is a
runner who has run the New York City Marathon. She lives in Southwest Hoboken with her husband and
two children.
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Chair LANDRIEU. Thank you, Mayor, for that excellently crafted
statement. I have already directed the staff to begin working on
some of those suggestions. And although the flood insurance is not
the jurisdiction of this committee, we most certainly are going to
ferret that request as quickly as we can over to the appropriate ju-
risdiction.

Mr. King.

STATEMENT OF JAMES L. KING, STATE DIRECTOR, NEW YORK
STATE SMALL BUSINESS DEVELOPMENT CENTER

Mr. KING. Madam Chair and members of the committee, thank
you so much for inviting me to speak about Hurricane Sandy.

Since the storm hit, we have done very little else. Our previous
experience with disasters probably helped prepare us. We were
among the first responders in 9/11 for the small business commu-
nity, and a few years later, I was privileged to travel to Louisiana
and work with Mary Lynn when she was—Mary Lynn Wilkerson—
when she was confronting Hurricane Katrina and laying out a
strategy for that effort. She has since returned that favor many
times over by sharing much information, materials, and she also
chairs our association’s National Committee on Disaster Recovery,
which is working to institutionalize the best practices found nation-
ally so that we can be even better in the future.

The sheer magnitude of the destruction can be overwhelming to
small businesses as well as responders. It is hard to know where
to begin to determine the steps that will be most productive and
to deal with the feeling of isolation.

SBDCs are part of the community, so that creates a bond where
small business people tend to turn because they are familiar with
us. The same occurs within the SBDC family. Immediately after
the disaster, I had other States reaching out to me with offers of
support, from personnel and equipment and just about everything
else you could think. Our plan is to get through the holiday season
pretty much on our own and then reach out to request their assist-
ance soon thereafter.

With that background, I would like to comment on what I have
seen about the Federal response. There have been definite improve-
ments, especially since 9/11, and I think since Hurricane Katrina.
The change in the past disaster teams, when they came in after 9/
11, they had all the answers. They did not want to listen to any-
body. That has changed dramatically since then. Immediately after
the hurricane, I received a call from James Rivera wanting to co-
ordir(liate efforts, and that is something I just would not have antici-
pated.

Prior to the hurricane, we had eight offices in the primary dis-
aster areas with two outreach locations. Today, we have 25 offices
that are operational because we transferred staff around to be in
proximity to where the businesses that were the hardest hit need
the assistance, and that is because a lot of these folks cannot afford
to travel distances to get the help they should be receiving.

We also have our staff going basically mobile. We have given
them laptops. Verizon Communication has donated communication
devices for us. And we are actually going into the businesses so
that we can deliver information and the assistance needed.
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The day after the hurricane, we had 30 volunteers from Upstate.
We have been deploying those 30 individuals in the areas of high-
est need since the initial days of the recovery.

The loss of power was a critical factor, also, not so much that it
is blaming the utilities, but when you do not have the power, you
do not have communications, you do not have the Internet, and
most of the modes of communication we use these days are elec-
tronic, so they just went out the window.

So far, we have had 72 local events, basically providing informa-
tion, and we have had to go back to the old-fashioned way of put-
ting up posters and word of mouth to get the attendees in position.

Many of the documents that the Office of Disaster Assistance
uses are now online, and that is a phenomenal improvement over
what I can remember from the previous disasters. And their com-
munication with us made a huge difference in an area like Staten
Island, which was extremely hard hit. We were able to put them
in touch with our local host sponsor, the College of Staten Island,
and they located their Business Recovery Center there with the col-
lege and that made a huge difference.

The Rockaways—I do not know whether you are familiar with it,
but it is basically a peninsula area, the south part of Queens—they
had 1,100 businesses operational before the hurricane. The week
after the hurricane, they had five open businesses. Today, they still
have just a handful. We recently held an event out in Howard
Beach. We had 45 businesses show up and we were able to provide
assistance at the event for all 45 of them, get them started in the
process.

I think here in New York, we have about 600,000 businesses that
are in the disaster area. I consider about 100,000 of them to be the
primary disaster folks. And we are estimating that we could see up
to 40,000 of them.

Chair LANDRIEU. I am sorry. Could you repeat the last two lines?

Mr. KiNG. We have about 100,000 businesses in the primary dis-
aster area that received the most damage and we are anticipating
seeing over the next several years up to 40,000 of them ourselves.
That is a huge undertaking, especially when you consider the
amount of services they require.

I reviewed the correspondence with SBA. I received over 100 e-
mails since the storm from SBA. That includes my entire SBA
team and all the way to the Administrator, and that is not count-
ing telephone calls.

I would also like to give a shout out to our delegation. A lot of
those 72 events we have been holding have been cosponsored with
our delegation members, both in the House and the Senate.

[The prepared statement of Mr. King follows:]
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Madame Chair, Ranking Member Snowe, and menbers of the Committee, thank you for inviting
me here today to discuss *Hurricane Sandy: Assessing the Federal Response and Small Business
Recovery Efforts”. Since the storm hit New York City and Long Island particularly hard October
20" very little else has occupied our efforts,

The vital role that New York’s and America’s small businesses play in our daily lives was
underscored when so many were disrupted in the communities which rely upon their services.
Fvery disaster seems to have its own signature that recognizes the community in which they are
located and the unique character of cach community. That said, we can see many similarities to
the experiences of others as well as the special circumstances that must be addressed. We look
forward to a successful cconomic recovery process and returning the small businesses that play a
leading role in creating the jobs and opportunities we need to stability.

It is important to explain the unique position of the SBDC program within the fwpact area. The
SBDC in the Downstate District of New York (one of three SBA district offices in NY) has been
continuously providing small busin rvices with the Small Business Administration (SBA),
New York State and our partners since T985, We've worked with 181,890 entrepreneurs and
small business owners through one-to-one business advisement and offered 6,436 training events
attended by 174,968 persons. I mention this primarily to underscore that the business community
is used to working with the SBDC during all times, good and bad.
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Our previous experience with disasters provided us with some insights into what (o expect in the
initial days following the disaster. Our team at the SBDC in New York had many staff who were
the initial small busmess responders to the 9-11 attack and recovery process, so we were
probably better equipped than many to deal with the aftermath. T was also privileged to have the
opportunity to work with the SBDC in Louisiana following Hurricane Katrina in 2005 and
visited New Orleans as one of five State Directors invited to share thoughts with my counterpart
there, Mary Lyan Wilkerson, 1o evolve a strategy for recovery. I should add that Mary Lynn has
returned the favor many times over since Hurricane Sandy devastated our area, with materials,
information and support, which has been greatly appreciated. Finally, Mary Lyan has agreed to
Chair our ASBDC Committee on Disaster Recovery and will be working to institutionalize the
processes and best practices we have collectively developed to ensure the effectiveness of future
disaster response efforts.

One of the things that can be overwhelming to the small business owners as well as the
responders is dealing with the sheer magnitude of the destruction and the questioning of why this
happened and knowing what needs to be done. Tndividually, it is difficuli {o organize where to
begin, to determine what will be the most productive activities and to deal with a general feeling
of isolation. For SBDCs, being part of the community creales a special linkage 1o the business
owners and lets those business owners know that people care and are there to help. A similar
situation exists for our SBDC team. Starting almost immediately afler the disaster, stafl in other
states and programs began reaching out with offers of assistance and words or experiences of
support. I've received numerous offers of staft from states across the nation willing to volunteer
to serve in the recovery cfforts. This has mieant a great deal to our front line Business Advisors.
The experiences gained {rom disasters in Florida, Texas, Colorado, Louisiana and many other
places reinforce the value of the SBDC network in meeting the needs of small business in times
of disaster.

Our New York plan is to get through the holiday period relying upon our statewide staff to meet
the staffing needs and then to scck experienced staff from other states. Hopefully, this will cause
the least disruption to others and help reduce the requirements on our own staff, making sure
they do not get overwhelmed. 'd add that many of our staff] residing in the impact area,
continued to work while postponing their own personal recovery efforts. We value and intend to
recognize that commitment to small business.

With this background, I'd like to comment on the federal response and small business recovery
efforts. Although we'd had scveral lesser disasters since 9-11, the more localized nature had not
underscored the differences in the federal response since September, 2001, From my perspective,
I would summarize the change in the past decade as being substantial and for the better. In 2001,
there was an attitude that the disaster teams had all the answers and did not seek or accept mput.
That led to limited information getting to the victims and locations being selected for recovery
assistance centers that simply did not make sense.
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In contrast, following Hurricane Sandy, the SBA Disaster Office reached out to local service
providers and requested input on good locations for Disaster Recovery Offices, given the levels
of destruction, travel capabilities and support potential. They iuvited our SBDCs to co-locate
staff who could work with small busimess owners who needed added assistance in re-creating lost
es and taking steps that could be taken to

or destroyed records, assessments of total dama
remediate locations to prevent future problems.

Prior to the disaster, we had eight (8) primary service locations and two (2) Outreach locations
for the SBDC in the declared disaster arcas, housing almost 70 staff. Today, we have 25
assistance locations becausce we have reached oul to partners and more isolated high impact
communities to place assistance locations in closer proximity to those in need. Just like with
SBDC regular services, proximity counts. The small business owners are struggling to recover,
often working with employees to clean up the Tocation and deal with the work of re-establishing
their business. They simply cannot take prolonged periods out of their day to travel distances to
meet with assistance providers. In some cases, it is necessary to bring the assistancc o the
business, going portable and visiting the business site. We have deployed five stafl with Taptops
and communication networks donated by Verizon. aslong with cell phones, to be mobile within
the business areas where site visits are needed,

In New York, the SBDC has a mutual aid agreement in which every SBDC Center, statewide,
commits to support affected locations during a disaster. The day after the Hurricane, we had 30
volunteers from upstate locations respond to the call for assistance, and we have been deploying
thosc volunteers (o high need areas for the past month to augment staff in the high impact areas.

In this disaster, the disruption of power has been a significant factor. We had hundreds of
thousands of Jocations without power for five weeks and still have areas without reliable power.
This is not a criticism of the efforts made by the utilitics or the erews; | have grown to appreciate
how destructive salt water is to electrical systems and the distribution network. But the absence
of power made communication with many extremely difficult. Usual modern techniques of
getting emails and electronic messaging or web site information simply did not exist. Since the
Hurricane, we have cooperated with SBA. NYS, NY (" aud numerous other community partners
to host 72 informational events, often relying upon printed posters and word of mouth or public

announcements to get the word out.

In assessing the federal response, I'm most familiar with the SBA Disaster Team and to a lesser
degree, FEMA. For SBA, as | had mentioned, the leader of the Office of Disaster Assistance
James Rivera reached out to me shortly after the storm and shared my contact information with
several stafl to make sure that we were in regular contact and mnvolved in many decisions about
the siting of Business Recovery Offices, forwarding updates to staft on current procedures and
sharing contact information when questions arose.

s
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We were very pleased to note that many of the documents and procedures deployed by the
Disaster Team were online and readily accessible. We bad recently dealt with Disaster Team
members following the floods in the Southern Tier and Adirondacks of New York, just last year.
There have been nuwmerous changes since then that encourage greater involvement of the SBDC
and the release by SBA of the online process has made the Hurricane Sandy effort significantly
better.

On of the best examples, and there arc many, rclates to the joint deployment of staff'in Staten
Tsland, which was hit especially hard by the storm surge. We were able to connect the Office of
Disaster Assistance with our host institution, the College of Staten Island, a City University of
New York campus. Itis centrally located on Staten Island and on high ground, so it was not
flooded and retained power. This proved to be an excellent site for a Business Recovery Center.
Similar retationships developed on Long Island and within New York City. In each casc, our
higher educational institwtional partners immediately recognized the value of the recovery effort
for their community and arranged for space and support.

In other arcas, we weren’t so fucky. SBDC Advisors have foot canvassed areas in the
Rockaways that still do not have power (including Internel access) o provide information on
services and loans available. The SBDC and SBA has been given space, Internet aceess, phone
use, and use of cquipment (copiers, fax machine) at the Rockaway Development &
Revitalization Corporation to provide services in the main commercial area. Informational events
are being offered to individuals in this heavily impacted arca, where one recent event in Howard
Beach generated 45 businesses that registered for assistance on the spot and received advisement
services immediately following the event program. However, the Rockaways had a business
population of over 1,100 prior to the storm and many may not return.

One of the things this facilitates is the longer term recovery cffort, and we anticipate a longer
term effort. The SBDC staffs are able to work with Disaster Office staff to leverage the effort
and deliver better, more timely and knowledgeable scrvices to the small businesses. The
deployment of Disaster Office staff is recognized as being strategic but not permanent. The
Disaster Office stafl working with SBDC staff promotes the opportunity to maintain disaster
recovery services after the assignment of Disaster Office personnel is over, thereby extending the
service availability.

This positioning became clearer when 1 was preparing my comments and I received notification
that the physical damage deadline was extended from December 28" wntil January 28", 1f this
ex(ension had not taken place, it would have created a very difficult situation during the holiday
period where people would have had to rush to submit applications at the end of the cligibility
period.

The entire declared disaster area and contiguous counties in New York includes over 600,000
businesses. Our primary disaster area, where we anticipate the greatest demand for services and
the greatest damage includes over 100,000 businesses, We will probably assist at least 40,000 of
these businesses and we have a very real concern that many we will not see simply will not
reopen for a myriad of reasons such as magnitude of fosses, age of owners and loss of markets.
As part of that longer term strategy, we anticipate working with new businesses, start-ups and
expansions, potentially over an extended period.
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Services SBDCs have heen providing include:

«  Completing SBA disaster loan applications

«  Retrieving information about available fnancial assistance, claim filing and walking
small businesses through the process

« Helping fill out requests for loans, claims, and assistance forms

o Ielping businesses re-create lost financial records, il necessary, to document Josses

»  Locating and setting up short-term and permanent replacement facilities

»  Asscssing environmental cleanup options for busnesses

= Developing an emergency response plan for the business

o Strategic planning for rebuilding the business and marketing 1o now potential customers
o Identifying and addressing other issues of concern to affected businesses

« Developing a business continuity plan for response to potential future disasters

I took a few minutes and reviewed my correspondence with many of the Disaster Team assigned
to New York as well as the genceal SBA Team, and found over 100 emails (and T can’t tell you
how many calls) from my District Director for NYC, Pravina Raghavan, to my project team in
Washington (Erika Fisher, Ann Bradbury, Carroll Thomas and Michael Chodos in
Entreprencurial Development) and the Administrator, Karen Mills. We toured the Brooklyn
Navy Yard with Administrator, Karen Mills and saw national assets that needed assistance.

Our Congressional delegation was equally helpful and 1 just don’t have space to mention all of
them and their help (we have a large and active delegation) 1 will however, specifically thank
Senators Schumer and Gillibrand for their help and dedication. T have been overwhelmed by the
efforts to coordinate the response for the benelit of the small businesses aftected,

The President's supplemental request for $60 biflion has definitely captured the attention of many
in the disaster stricken aveas, That request includes $30 million allocated among the Small
Business Administration’s programs including $20 million to support SBA partners, like Small
Business Development Centers, as providers of technical assistance to disaster victims to help
access capital. re-start, and succeed in the post-Sandy business climate. The funds will help
provide resources to enable us to carry out the long-term recovery effort that New York, and
New Jersey, in particular, will need. We hope Congress will be able to act quickly to provide the
authority and funding to enable SBA and its partners to carry on with the recovery effort,

The final point 1 would offer is that the assessment of the federal response goes well beyond the
actual Disaster Team and involves many regular partners that we deal with daily when we are not
in recovery mode. In our case, the State and New York City have provided rapid access to small
amounts of interim financing to fund clean-up and short term cash needs of impacted businesses.
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Both programs are run through one of the largest SBA participating lenders in New York, the
New York Business Development Corporation (NYBDC).

Following 9-11, the SBDC partnered with NYBDC to establish a loan fund to fund smaller,
quick turnaround loans to small businesses in distress. Following Hurricane Sandy, NYBDC
stepped up and administers two funds for micro Toans (up to $25,000) at no administrative cost,
for small businesses. These loans have been used as bridge financing, pending disaster loan
applications through the SBA, and have been very well received. Inmany cases, underwriting
has been cut lo less than 5 days and has helped cash strapped business owners to continue clean
up and early rocovery efforts.

This has created a relatively smooth (ransition for many businesses that might otherwise have
been seriously delayed in their efforts. Businesses have gained access to immediate funds while
applying for larger amounts through SBA that take more detailed information and significant
underwriting. Due to the involvement of NYBDC, this has created an almost linked application
development, where stalfs have the opportunity to review special ofterings from other providers
such as taxation grace periods, legal options under leases, energy updates and others.

In summary, 1 feel the disaster recovery effort has come a long ways. There are better processcs
and coordination and a lot of improvement since Katrina. While there’s probably always room
for improvement, it seems that the oversight elforts of the Committees have been fruitful and
supported a more transparent and effective process.

Thank you, I look forward to answering any questions you may have.
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Chair LANDRIEU. Thank you, Mr. King.
Mr. Law.

STATEMENT OF KEVIN S. LAW, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, LONG ISLAND ASSOCIATION

Mr. LAw. Yes, Madam Chairwoman, thank you very much, other
Senators of the committee. I want to thank you for the opportunity
to be with you today. I would also like to thank my home State
Senators Chuck Schumer and Kirsten Gillibrand, who have truly
been great advocates for New York State and our country.

My name is Kevin Law. I am the President and CEO of the Long
Island Association, which is a leading business organization in the
Long Island metropolitan region. For those not familiar, Long Is-
land is a long island. It goes from Brooklyn to Montauk Point, but
Brooklyn and Queens are politically part of New York City and so
the Long Island I am referring to is Nassau and Suffolk Counties.
We are America’s first suburb, a region of about three million peo-
ple, and we are the home of the middle class and the middle class
is built on our small businesses. The Long Island economy is made
up of over 100,000 businesses, and 90 percent of those businesses
have 20 employees or less, and thus, small businesses are clearly
the backbone of the Long Island economy.

Superstorm Sandy had a devastating impact to Long Island, in-
cluding hundreds of millions of dollars in damages to our roads and
rail system, a record setting 945,000 residential and commercial
customers who lost power, which is more than 90 percent of the en-
tire grid, nearly 100,000 individual homes affected by flood surge
of nearly 15 feet, and breaches to our barrier beaches.

The wrath of Hurricane Sandy extended to the business commu-
nity. Tends of thousands of small businesses lost power for weeks,
which resulted in lost sales, and many small businesses were flood-
ed and damaged beyond a simple repair. Small businesses that
were already struggling in this slow and bumpy economic recovery
now question whether they can still survive and remain open for
business.

We thank the efforts and the hard work of FEMA and the SBA.
These two Federal agencies have been on the ground on Long Is-
land since Sandy hit, doing everything they can to help us recover.
In fact, just two days ago, the LIA, we hosted an event with Con-
gressman Steve Israel and SBA Administrator Karen Gordon Mills
and we invited the businesses that were impacted, and the horror
stories that they shared with us were gut wrenching. In addition
to all the lives lost and homes lost, to hear the stories of folks’ busi-
nesses ruined and destroyed, as well, was indeed gut wrenching.

And while the SBA has made available to the business commu-
nity those resources which it legally can, we think some changes
may be warranted. Almost all the Federal money that is available
to small businesses is in the form of loans. After this storm and
in this economy, small business owners are resistant to taking on
more debt. Most of the money lost by small businesses can never
be recovered.

If you are a homeowner, you may be eligible for a grant from
FEMA. But if you are a business owner, your only Federal option
is an SBA loan, and this has to change because those that do not



66

get back into business fast may find themselves unable to ever
open again. Small businesses often live in week to week, have
fewer reserves, and are more dependent on daily cash flow, and
thus, rebuilding on loans alone is problematic. And thus, I urge you
to enhance SBA’s programs so that it could include grants to small
businesses, as well.

You know, there are other items. Senator Chuck Schumer re-
cently proposed new legislation that would also aid small busi-
nesses in the aftermath of Hurricane Sandy. That would provide
tax credits and deductions for clean-up expenses, and we certainly
support those.

Additional Federal efforts could also include recognizing that
businesses may not have suffered physical damage from Hurricane
Sandy, but rather extraordinary losses of revenue due to the power
failures and the ability for customers to even come and patronize
their establishments.

And so, currently, most businesses are ineligible for any kind of
Federal storm relief, and the storm recovery funding that is ap-
proved by Congress should have some flexibility in it so that the
State and local governments can adequately respond to small busi-
nesses who may never recover from their substantial numbers of
lost sales.

We are not only looking to the Federal Government. You know,
as the Senator mentioned before, of course, there is insurance, and
our local governments are trying to help. They are providing sales
tax relief and property tax exemptions where they can to busi-
nesses impacted. Our Governor, Governor Cuomo, has created a
State fund to assist small businesses and has created also an Em-
pire State Relief Fund, which I have asked to be an advisory com-
mittee member of, to help small businesses and homeowners with
the gap that is not covered by insurance and FEMA grants.

But we need Federal help, too. Long Island has always been
there for America. We have helped put the man on the moon. We
are the region where the DNA genetic code was cracked. And we
have always been there for America. We need America there for
Long Island now. And, thus, we are supporting the President’s bill
that has been before you because we need those resources to get
our businesses back on their feet.

And, Madam Chairwoman, I thank you very much for the oppor-
tunity to present to you and to the committee today, and I see my
dear friend and our great Senator from New York, Senator Kirsten
Gillibrand. Thank you, Senator.

[The prepared statement of Mr. Law follows:]
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Chairwoman Landricu, Ranking Member Snowe, and other Senators of the commitice,
thank you for the opportunity to be with you today. [ would also like to thank my home state
Senators, Chuck Schumer and Kirsten Gillibrand, who are true advocates for New York State
and our country.

My name is Kevin Law. I am President and CEO of the Long Island Association (‘LIA’),
which is the leading business organization in the Long Island metropolitan region. The LIA's
membership is comprised of small and large businesses, technology and manufacturing
companies, universities, financial service firms, banks, credit unions, hospitals, media companies
and sole proprictors which together employ two-thirds of Long Island's workforce. Our mission
is to lead the region’s economic development and bring together disparate factions within the
community to forge regional solutions for Long Island.

The Long Island economy is made up of over 100,000 businesses and 90% of those
businesses employ 20 people or less. Thus, small businesses are clearly the backbone of the
Long Island economy.

Superstorm Sandy had a devastating impact to Long Istand, including: hundreds of
millions of dollars in damage to our roads and rail system, a record-setting 945,000 residential
and commercial customers who lost power (which is more than 90% of the entire grid), nearly
100,000 individual homes affected by a flood surge of nearly 15 feet, and breaches to our barrier
beaches, No storm of this size has ever hit a region as densely populated as ours. The wrath of
Hurricane Sandy extended to the business community. Tens of thousands of small businesses lost
power for weeks, which resulted in lost sales and many small businesses were flooded and
damaged beyond a simple repair. Small businesses that were already struggling in this slow and
bumpy economic recovery now question whether they can still survive and remain open for
business.

We thank the efforts and hard work of FEMA and the Small Business Administration.
These two federal agencies have been on the ground on Long Island since Sandy hit, doing
everything they can to help us recover. In fact, I was with the Administrator of the SBA, Karen
Gordon Mills and Congressman Steve Israel this week who held a forum for small businesses at
our office. She spoke to small business owners about the resources available to them to help
recover from Sandy and took their questions.
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‘While the SBA has made available to the business community those resources which it
legally can, some changes may be warranted. Many stores, restaurants and small businesses
throughout Long Island were damaged and some even destroyed. However, almost all the federal
money that is available to small businesses is in the form of loans. After this storm and in this
cconomy, small business owners are resistant to taking on more debt. Most of the money lost by
small businesses can never be recovered. If you arc a homeowner, you may be eligible for a
grant from FEMA. But if you are a business owner, your only federal option is an SBA loan.
This has to change because those that do not get back to business fast may find themselves
unable to ever open again.

Small businesses, often living week to week, have fewer reserves and are more dependent
on daily cash flow and thus rebuilding on loans alone is problematic. Thus, I urge you to
consider expanding FEMA’s grant program for individuals to include small businesses or to
enhance the SBA’s programs so that it includes grants to small businesses as well.

Although grants to small businesses would go a long way to help them survive, the
availability of loan funding 1s still vital. Small business owners have only 60 days after a natural
disaster to apply for a low-interest loan to make repairs, purchase merchandise and pay for other
work necessary to reopen. The deadline for small businesses to seek recovery aid was recently
extended to January 28, 2013, and that is good news. We are concerned businesses impacted by
Hurricane Sandy have not yet applied for assistance. The most recent data published indicated
that the SBA had approved about $3 million in loans to 31 Long Island businesses. This seems
low given the high numbers of businesses impacted. Many business owners are still regrouping
to get their lives and businesses back to normal and have not had the opportunity yet to apply for
aid, or they may still be unaware of the resources available to them. It is reasonable and essential
that FEMA and the SBA remain flexible on the final deadline so we are certain everything is
being done to boost small businesses.

Senator Chuck Schumer recently proposed new legislation that would also aid small
businesses in the aftermath of Hurricane Sandy. The bill would allow full tax deductions for
cleanup expenses, give damaged small businesses a tax credit for kecping employees, allow
businesses to use bonus depreciation for capital expenditures associated with constructing
commercial properties and residential rental properties and authorize states to issue tax credits
for individuals and businesses affected by the storm. These are important proposals that would
bring great relief to the small business community.

Additional federal efforts could also include recognizing businesses that may not have
suffered physical damage from Hurricane Sandy but rather extraordinary losses of revenue due
to power failures and missing customers. Many small retail businesses and restaurants made no
revenue in the weeks after the storm because so many other people werc unable to travel to or
actually work at their offices. Currently, most businesses are ineligible for any kind of federal
storm relicf. The storm recovery funding that is approved by Congress should have some
flexibility in it so the states and local governments can adequately respond to small businesses
who may never recover their substantial numbers of lost sales.

Hurricane Sandy devastated our region. While FEMA and the SBA have done a
tremendous job coming to the rescue of the small business community, more could be done to
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ensure their long-term viability. Thank you for allowing me the opportunity to testify today and 1
respectfully urge you to consider our recommendations during your deliberations.
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Chair LANDRIEU. Thank you very much. We really appreciate the
testimony.

I am going to call on Senator Gillibrand in just a moment for her
opening remarks and potentially some questions, but Mayor, let me
start with you. You know, as you look out on the destruction of Ho-
boken, one of the communities hardest hit, and you have got home-
owners, you have got public facilities, and you have businesses, and
then you have got transit and general infrastructure, et cetera, et
cetera, how are you thinking about organizing the small business
recovery? What are the tools that you are either using in terms of
organization? What organizations are you looking to locally to help?
And have you had this discussion with some of the other mayors
about best practices that could be applied to help your small busi-
nesses get back up and running? And I know this is a lot with just
a few weeks after the storm, but any initial thoughts, besides the
excellent testimony that you presented this morning, about actually
having the flood insurance program work for its intended purpose
to help people in a time of need?

Ms. ZIMMER. I mean, as I mentioned, the concern is, you know,
basically businesses, and as my fellow panelists have testified to,
the concern is that in this economic climate, the four percent rate
offered by the SBA is a challenge for businesses. They are really
concerned about taking on the four percent, and so they are going.
The feeling was—we had meetings with the Small Business Admin-
istration, the Governor’s Business Action Center was there, and
trying to give businesses as much information as possible. But the
bottom line is, what is available through the Federal Government
is that four percent loan.

So, I mean, if there is a way to have grants or if there is a way
to possibly have a lower interest loan—and so we are working with
the Chamber, we are working with the Hudson County Chamber
has come in and assisted. I mean, I will say that more information
sharing would also help us to be able to help the businesses, as
well, but I think trying to—as you look at these numbers, I mean,
the numbers that you outlined for both New York and New Jersey,
I mean, the economic impact is tremendous when you look at the
total impact.

So I think this is a situation where we really—we do need—we
need to do as much as we can on the State level, but we need to
do as much as we can on the Federal level, because—you know, so
really stepping back and saying, can we give grants directly to
business owners so that we can make sure that they can stay in
business? And I can tell you firsthand from my personal experi-
ence, I mean, I live in Southwest Hoboken. I live in the flood zone.
My home was flooded. I walk every day to work, down First Street,
and business after business down First Street is boarded up.

So it is a major concern, what that impact is going to be. We are
going to continue that process. I mean, certainly, extending the
geladline would definitely be helpful, but really looking at the possi-

ility

Chair LANDRIEU. Extending the deadline, lowering the rate——

Ms. ZIMMER. Lowering the rate——

Chair LANDRIEU [continuing]. Pushing out some express grants
as a possibility
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Ms. ZIMMER. Some express grants so that, yes, so that those busi-
nesses that are really teetering and that grant is either going to
make the difference between them staying in business and being
a part of the local economy and providing jobs and improving the
quality of life for Hoboken residents or literally going out of busi-
ness. And that is where we are at right now. These next two
months are crucial for so many businesses.

And I know it is a challenge to get to the bottom of, like, who
is at that stage, but I think that there are many, many businesses
at that stage, and so that a grant program to help to make sure
that businesses do stay in business ultimately will help the econ-
omy. It is going to help on the local level, the State level, and the
Federal Government level. Otherwise, we are going to have—as all
of you know, it is a spiraling impact, so

Chair LANDRIEU. Yes. And, Mr. King, let me just reconcile some
numbers. You referred to something in your testimony about
100,000 businesses. My records show that there are 265,000 in
New York and 189,000 in New Jersey. That is not counting Con-
necticut or Maryland or, et cetera, some of the other States that
were hit, as well. So what is your 100,000 number that you put out
in your testimony?

Mr. KING. Sure. The 100,000 are the firms that we have looked
at from the population, Census population information, that were
in the primary disaster area. These are firms that incurred the
worst of the storm.

Chair LANDRIEU. Well, how do these

Mr. KiNG. They were flooded with up to ten, 12 feet——

Chair LANDRIEU. How do these jive with the FEMA numbers?
Are you saying you have another set of official numbers?

Mr. KING. I think the—well, the FEMA numbers include the pri-
mary and the secondary areas. The secondary areas had significant
disruption of businesses, but not as much physical disaster, in our
estimation.

Chair LANDRIEU. So what would your comparable numbers, then,
be, if you have different numbers for New Jersey and New York?
Instead of the 189,000, what would your numbers be for New dJer-
sey, and instead of the 265,000, what would your numbers be for
New York? And if you would give those for the record. You do not
have to do it today, but get those to us at the end of today.

Mr. KING. Sure.

Chair LANDRIEU. Now, my other question is, if you do your nor-
mal business with 24 Regional Centers and 35 Outreach offices,
how do you handle a surge? I mean, if you are processing your
daily requirements, which have got to be less than ten percent of
the pressures that you are feeling now, how are you not surging
your capacity to take care of the requests that must be flying over
your transom right now?

Mr. KING. Well, what we did immediately was pretty much ex-
haust my annual travel budget by transferring people into the im-
pact area and moving people around into the highest need areas.
We have pretty much canceled all vacations, eliminated anything
that gets people out of the office for extended periods of time, just
making sure that we have as many professionals as possible. And
we are stretched, I will readily admit it. We are looking to increase
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thed capacity and we hope that the President’s bill goes through
and——

Chair LANDRIEU. Let me ask you, does this map represent the—
this map represents all the SBA resource partners in the nation,
and I wish we had blown it up just for the Northeast. I am going
to do that for our next hearing. Would you provide him with this,
please, Amy.

Does this reflect basically your network, this Northeast network?
These are SBA, CDBGs, Women’s Business Centers, SCORE chap-
ters, that could be potentially helpful to the people along the
Northeast that need to find a regular center that is open. And then
in addition to these red dots that are there—and please provide the
committee with a copy of that, as well. In addition to these, this
map, there are, I guess, Disaster Relief Centers that are set up
where FEMA is present, HUD is present, any flood insurance agen-
cies are present, potentially the Red Cross, I believe, as I am, un-
fortunately, familiar with these centers. So in addition to these cen-
ters that are established, Mr. Law, there are Disaster Centers that
are established so people can sometimes get there, walk in, besides
doing their business by telephone or Internet, et cetera.

But, Mr. King, my point is, if this is what your normal oper-
ations are, you are going into a very abnormal situation over the
next year or year and a half or two or three. You have got a tre-
mendous responsibility to the hundreds of thousands of small busi-
nesses that are looking to this network for support and help. So I
want to make sure that you and I are working off the same num-
bers, because I am not, again, not to take more time in this com-
mittee—I am going to call on Senator Gillibrand in a minute—in-
terested in how many people walk in the front door. I am not inter-
ested in how many forms are filled out.

I am interested in how many businesses actually receive help
and support from their insurance companies first, and then for any
gaps, from appropriate and well crafted and fiscally responsible
Federal and State programs, because Senator Risch knows this,
that there will be no recovery without small businesses recovering.
I mean, homeowners also are workers and business owners, and if
they cannot get their businesses back or show up for work at the
local bakery, they will not have the money to pay their home loan
back for their home in the community. So this is essential and we
have got to figure out a better way to bring help, I think, in my
view, more quickly and more supportive.

Senator Gillibrand, let me get you for either questions or a state-
ment, and thank you for your leadership.

OPENING STATEMENT OF HON. KIRSTEN GILLIBRAND, A U.S.
SENATOR FROM NEW YORK

Senator GILLIBRAND. Thank you, Madam Chairwoman. Thank
you for your work on this. I appreciate that you are holding this
hearing. I think it is essential that we understand

Chair LANDRIEU. You have to turn the microphone on and lean
into the mic.

Senator GILLIBRAND. It is essential that we understand how to
meet the needs of these business owners, because you are quite
right. When we talk about what are the biggest needs in any State
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right now, it is the economy, and small businesses are the economic
engine for growth. They create two-thirds of all new jobs. So if we
do not have them up and running soon, we are not going to have
any economic recovery when we so desperately need it.

And so I appreciate the laser-light focus of your questions, get-
ting to the bottom of how are we going to meet the needs of these
businesses.

I do want to recognize our two New Yorkers. Kevin Law, Presi-
dent of the Long Island Association, he has been an unbelievable
advocate for business growth, for economic development. For the
past two years, he has been leading the effort to strengthen Long
Island’s economy specifically, trying to attract new businesses and
strengthen the ones that are already there. And Long Island
uniquely represents both large businesses, major manufacturers,
but also small businesses, Mom and Pop shops. It has a lot of IT
companies, advance manufacturers, research institutions. And so
the broad array of businesses that come out of Long Island will be
important to make sure we are meeting their needs.

I also want to welcome James King, our Director of the New
York State Business Development Center. I appreciate your dedica-
tion to service, especially in this time of great need. You will have
enormous burdens placed on your workload, but we appreciate
what you are doing.

And Madam Mayor, thank you for joining us. I know how tough
it is for Hoboken right now, so my heart goes out to the families
that you represent.

I just have a couple of basic questions. I was very interested in,
Mayor, your point that the SBA loan for someone who has access
to credit is six percent, which seems extremely high given that the
average interest rate at a conventional bank loan is five percent.
And I am wondering, if we can get that percentage down, do you
have a target that you are looking for, and how much grants would
be useful, as well? If you were to devise your ideal support for
small businesses in Hoboken, what would it look like?

Ms. ZiIMMER. Well, actually, my understanding of the loan rate
is four percent for SBA loans, but still, the feedback that we got
from the business——

Senator GILLIBRAND. It is four percent if you have no credit, but
if you have other sources, it is even——

Ms. ZIMMER. Okay.

Senator GILLIBRAND. So if you are a successful business, your
lowest interest rate from SBA is six percent. If you have a tough
time getting loans, it is four percent.

Ms. ZIMMER. So, I mean, people have said, for individuals, they
can get 1.6 percent, so, I mean, I think going as low as possible.
For me to give a—I would say getting the same rate that the indi-
viduals get, I think would be a great start.

Senator GILLIBRAND. Mm-hmm.

Ms. ZIMMER. And then as far as the—you are asking, like, how
much grant money would we want for businesses, or—is that what
you

Senator GILLIBRAND. Mm-hmm.

Ms. ZIMMER. Yes. I mean, it is—right now—I mean, one thing
that I will say that is a little bit of a challenge is getting the—one
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thing that would help to make us all more effective across the
board is more data sharing. So, like, for me, I do not have all of
the data on our business community, and since the SBA has a lot
of this information, FEMA has a lot of this information, and we
have had AmeriCorps come in and they have a whole system where
they immediately have everyone sign a waiver so the information
can be shared.

So if we could start sharing more information, because there is
assistance coming in from corporations. There are donations. There
are people who—like, AmeriCorps has been coming in and working
with our volunteers, literally breaking down walls, like doing that
initial mucking out that needs to be done that some businesses still
have not done in Hoboken. So I think that is, like, one place to,
like, start sharing more information right away, and having that
system both for the SBA and for FEMA to share, so——

Senator GILLIBRAND. Let me ask Mr. King, what have you set up
for New York? I thought Senator Landrieu’s question about using
current infrastructure is—are you able to leverage the SBA infra-
structure that is available effectively to do this outreach and do
this data collection? Tell us what you intend to do to make sure
you are actually contacting, reaching, and supporting every busi-
ness in New York that has been affected.

Mr. KING. Sure. Our approach is kind of a continuum, because
the SBA represents the largest resource opportunity. So we worked
with the State and the city in setting up these microloan kind of
rapid response loans running through New York Business Develop-
ment Corporation on a quick turnaround. Some of those turn-
arounds have been 48, 72 hours. It is totally electronic and it is a
kind of a seamless transition from that microloan initiative into the
SBA lending process. So it kind of moves the client along in the
process and improves the efficiency of it. But that is a very small
pool of funds that is available. It only goes up to $25,000 and I
think there is a total of about $15 million available. So that is an-
ticipated to be consumed rather rapidly.

I think if there was an opportunity to bolster those programs and
put some small amounts of—relatively small amounts of money
into the hands of the business owners so they can enhance the re-
covery efforts, it is very critical. And what I am talking about, the
100,000 businesses that we are really concerned about. We antici-
pate that 100,000 are businesses that are either not going to return
or they need to be totally rebuilt. I mean, a lot of other businesses
received damage, lost a great deal of income, but we think that
with the normal process, they are going to be back, you know, they
are able to make it.

But there are some that they have been operational long-term.
The owner is getting more senior. They do not want to put their
home up as collateral because that is their retirement and they are
concerned and they just may not return. They may walk away from
their business.

Chair LANDRIEU. Thank you.

Senator Risch.

Senator RiscH. Thank you, Madam Chairman.
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First of all, Mayor Zimmer, I, like everyone here, extend our con-
dolences to your losses. These things are very, very difficult. They
are hard to plan for and disrupt lives without warning.

I was interested in your—I spent a share of my career litigating
coverage questions in insurance policies, so I understand that pret-
ty well from both sides of the table. I was really interested in your
comment about the basements versus non-basements and what
have you. First of all, who are the insurers we are talking about
here? Is this a Federal insurance policy you are talking about or
are these private insurance?

Ms. ZIMMER. Well, the National Flood Insurance Program. I
mean, it is, as you probably know, it is Federal but it is private.
I mean, it is Federal because it is backed by the Federal Govern-
ment and the rules are approved by Congress. But then it is pri-
vate because the policy——

Senator RISCH. I do not think those rules are approved by Con-
gress. It is the bureaucracy, I would think, more likely than by
Congress, but

Ms. ZIMMER. Well, ——

Chair LANDRIEU. The Banking Committee.

Ms. ZiMMER. Ultimately, I mean, I have been asking about this
basement, you know, the definition of a basement, and I have been
told by FEMA that it would require an Act of Congress to change
the rules of the basement issue. So—and as far as you were saying,
like, do businesses have insurance, I mean, yes, the businesses,
they have—so there are those that have flood insurance that are
not going to get that much coverage because they may be in a base-
ment.

Then there are those that, quite frankly, never expected the
Hudson River to come into Hoboken and they were not required to
have flood insurance and they have never, ever flooded before. But
when they go to get coverage for all of their lost inventory, hun-
dreds of thousands of dollars of inventory, they are not going to get
the coverage because they are told, well, that was a flood, so you
are not going to get the coverage. So they are trying for an SBA
loan. And then once they get that SBA loan, then for next year,
they are going to be required to get flood insurance and they are
not going to get that much coverage for the flood insurance. So it
is kind of a—it is a spiraling issue that is a major challenge for
our local businesses and for our residents, as well.

Senator RiscH. Coverage questions are frequent after an event.
That is not unusual. But let me say this. I am going to have a look.
I am going to have staff have a look at the question on the base-
ment issue that you have talked about. Can you, in a nutshell, give
me an executive summary as to what the difference is in coverage
on a basement versus the first floor?

Ms. ZIMMER. Yes. I mean, a basement, you—apparently, I am
told, there was someone in 1984 who said a basement, for that, you
get your hot water tank, your boiler covered, and your electrical
panels, and that is it.

Senator RISCH. You mean you cannot cover stored inventory——

Ms. ZIMMER. Maybe a deep freezer—I am sorry?

Senator RISCH. You cannot cover stored inventory or anything
like
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Ms. ZIMMER. Nothing. No.

Senator RISCH [cotinuing]. That in a basement? We will certainly
have a look at that. That is odd, to say the least, but I have run
into a lot of odd stuff on coverage questions.

Senator GILLIBRAND. In the last few weeks, I have learned it ap-
parently was a real problem for New Jersey specifically, that they
had this garden basement rule for their insurers that is extremely
odd, so we will look into it and get you information.

Senator RiSCH. We will. Thank you very much for bringing that
to our attention.

Ms. ZIMMER. Great.

Senator RisCcH. Mr. King, you were critical of the Federal Gov-
ernment’s response, modestly, or at least to a degree. I am not
going to criticize you for that. I understand, and I was a Governor
and I dealt with the Federal Government and the bureaucracy
when we had issues with them. Tell me about your State. How is
your State as far as responding to this?

Mr. KiNG. You know, the State has been looking at just about ev-
erything that it can. One of the problems that always comes about
when we talk about grants is that our experience is it tends to
postpone the action of a lot of small business owners. So once you
start talking about it, you are much better off if you announce it
and firm it up so that people can put it into their total development
scenario.

And our State started talking about grants and they came out
with, you know, the city came out with a very small grant of about
$10,000 that was being made to small businesses specifically. And
that really worked out quite well because it was in combination
with a microlending program, so it put some additional monies in
the hands of folks that might not otherwise have pulled the trigger
and started the recovery process.

Senator RiscH. Thank you. My experience is exactly the same.
When you are dealing with—if you ask for the Federal Govern-
ment, you are going to get the Federal Government. Unfortunately,
you get everything that comes along with that. They are slow.
Their paperwork is just awful. If you start with the Mayor, she can
make things happen. You go to the Governors, they can make
things happen. But as soon as you get to the Federal Government,
it is awful, and I appreciate your frustration in that regard, and
frankly, I would like to promise you things would be different, but
this has been going on for a long time.

Mr. KiNG. Well, [——

Senator RISCH. A lot better people than us have tried and things
continue to go on.

Mr. KinG. Well, I just want to make it perfectly clear, I think it
is a heck of a lot better than it was when I first got DP involved
following 9/11, because we were working with, at that time, about
12,000 businesses that were directly impacted by the 9/11 disaster
in New York, and that was very, very difficult.

In contrast to then, today is a cakewalk, in all honesty. I mean,
it has hugely improved. Is there still room for improvement? Abso-
lutely. I cannot think of a situation where, if we did not help every
small business that needed it in a very short period of time, we
would not be at that point of perfection. But I think Senator
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Landrieu said there are going to be a lot of businesses needing help
and we are struggling with that. We are trying to come up with
the resources to deal with it, and we are some of your biggest
cheerleaders on getting action on the request for the $60 billion be-
cause it does include financing for Small Business Development
Centers to extend this effort. And we do not think it is going to be
a one- or two-year situation. I mean, we are going to be looking at
repopulating businesses that do not come back for probably five
years.

Senator RiscH. Thank——

Chair LANDRIEU. And how—go ahead.

Senator RiscH. Well, I will conclude with this. First of all, I
agree with the Chairman that this recovery is not going to take
place unless the small businesses recover. Unfortunately, Congress
is not going to help small businesses in one regard, and that is we
are going through a kabuki dance up here right now, but at the
end of the day, small businesses and individuals who are under 250
are going to keep their tax rates the same. But if they are a small
business that is not a small small business, you can tell them their
taxes are going up next year. I think virtually everyone around
here agrees with that, that if it is over 250, they are going to wind
up paying more in taxes. My side is not going to vote for that, but
it is going to happen simply because the tax rates automatically go
up the first of the year and there are not enough votes here to keep
that in place. So that is an unhappy message to give them, but that
is the message, unfortunately, that you have to take home and that
is not going to be helpful to small businesses starting in 2013.

Thank you, Madam Chairman.

Chair LANDRIEU. Thank you.

I am going to end with asking each of you to say, in your view,
how important is it for Congress to act or not on the supplemental
and what are your people saying about the signal that that may
send to them. And I know $60 billion is a significant number, but
in your experience, Mayor, what you are seeing on the ground,
what are your people telling you about the importance of that re-
covery package?

Ms. ZIMMER. It is extremely important to the City of Hoboken,
both for our local businesses and for our residents. I mean, there
is a—for the people impacted by the storm and people are staying
with friends and businesses are located in other areas, or they are
right now making that decision, am I going to open back up or am
I just going to go out of business. And so it is extremely important,
and the sooner the better it can be acted on so that we can get
those unmet needs met and get people back to living in their homes
and keep their businesses going, which is, as we have all discussed,
is so important to our local economy. So it is extremely important
to the City of Hoboken.

Chair LANDRIEU. Mr. Law, and then I will get you, Mr. King.

Mr. LAw. Yes. As I mentioned, our counties and local govern-
ments are doing their part. Our State Government is doing their
part. Our philanthropic community is doing their part. But unless
we get the approval of the President’s proposed package of aid to
our region, we are not going to recover. So it is critically important
that we have that. And as I said before, too, Long Island, New
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York, we have always been there for everybody else and we need
America to now be there for our region, as well.

Chair LANDRIEU. Thank you.

Mr. King.

Mr. KiING. You know, I would just like to agree with my fellow
panelists that it is truly critical. If we are going to respond as we
should and help the businesses and the people who are in the cen-
ter of the storm, we have to have some resources to do it. If we do
not have those resources, then we are not living up to our own ex-
pectations.

Chair LANDRIEU. Thank you.

This committee will come to an end, but the record will remain
open for two weeks. I thank the members from the region for show-
ing up and thank Senator Risch for his leadership.

Meeting adjourned.

[Whereupon, at 11:51 a.m., the committee was adjourned.]
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Senate Committee on Small Business and Entrepreneurship
DPecember 13, 2012
Senator Joseph Lieberman

Thank you Chairman Landrieu and Ranking Member Snowe.

I greatly appreciate your organizing today’s hearing, because although I was pleased by the
initial federal, state and local response to Super Storm Sandy. we must remain vigilant to ensure
that the many thousands of Americans whose lives were upturned by this tragedy receive all the
support they deserve over the fong months ahead.

Chairman Landrieu, I am particularly appreciative that you have organized this hearing after
already providing me the opportunity to appear before the Homeland Appropriations
Subcommittee last week to discuss the urgent need for emergency supplemental funding in
support of Connecticut, with a focus on the municipal infrastructure in the state. 1 fervently
believe that the investments I described then are needed to forestall even greater expenditures in
the future as extreme weather events like Super Storm Sandy become more common. Resiliency
and mitigation projects for the electrical grid, sewage treatment plants, transportation
infrastructure, among others should be an important component of the recovery package we
consider. I am glad to see that about $45 billion in funding for these types of investments are
included in the supplemental bill that was introduced yesterday, and look forward to working
with you to achieve swift passage of the bill before the year ends.

As we invest for the future, however, we must also focus on addressing the damage that our
citizens have already suffered and providing them the tools to restore their livelihoods. The
Small Business Committee, under your leadership, will play an essential role in seeing that this is
done right and without delay.

Obviously, those in Connecticut and other affected states who operate our many family-owned
shops, bed and breakfast inns, and local diners are facing a double tragedy. Not only must they
contend with immediate destruction to their own homes, communities, and places of business,
they must also carry on their work in the face of the reduced economic activity that has resulted
from this storm. It is essential that the Small Business Administration work with these small
business owners to provide them the loans they require to get back on their feet.

According to SBA’s own figures, it has 30 staff members working with Connecticut small
businesses, and [ am grateful to each of these workers for their efforts to help get the Nutmeg
state back in business. But I am deeply troubled that more than 75 percent of Disaster Business
Loan applications have not yet been processed, and that of those applications processed thus far,
only a minority has resulted in loans. Going forward, it is imperative that the SBA build up its
staff in the areas hit by Super storm Sandy and cut down on the time it takes to come to a
decision on loan approvals. As the SBA ramps up this effort, this committee will have a critical
role to play in overseeing its work and ensuring that businesses in the affected states receive the
support they so urgently need.
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Again, | want to stress how much I and the people of Connecticut appreciate the efforts already
extended by the SBA in providing relief to the affected areas. The response to Super storm
Sandy has been a vast improvement over the response to Hurricane Katrina, owing in no small
part to the efforts of this committee’s leadership to learn the lessons of earlier recovery efforts.

Before I close, I must note what a tremendous pleasure it has been to serve on this distinguished
committee with both Chairman Landrieu and Ranking Member Snowe. Your leadership over the
years has been inspired by your genuine concern for the men and women who own and operate
America’s small businesses. They have benefitted tremendously from having the two of you in
their corner, and I personally have been incredibly fortunate to serve alongside you in the Senate
and on this Committee.

1 thank you Madam Chair.
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SENATOR FRANK R. LAUTENBERG
SMALL BUSINESS COMMITTEE HEARING ON
SMALL BUSINESS RECOVERY EFFORTS
AFTER SUPERSTORM SANDY
OPENING STATEMENT
Thursday, December 13, 2012

Madam Chairman,

Thank you for calling this hearing and inviting me to participate. You have been a strong
ally of New Jersey and a great partner in crafting the supplemental appropriations bill that will
help my state and the region recover and rebuild.

Superstorm Sandy was an unprecedented event in our part of the country. Roughly eight
million households throughout the region lost power during the storm, including more than 2.4
million in my state.

The storm hurt virtually every aspect of society—from families and businesses to schools
and hospitals.

New Jersey’s small businesses have been particularly damaged—and need federal help to
be made whole.

Sandy devastated the Jersey Shore—which is home to a vibrant thirty-eight billion dollar
tourism economy in which small businesses play a critical role.

And throughout the state, Sandy affected more than one hundred eighty-nine thousand
businesses—including seventy-five percent of our small businesses.

My family had a small business, and I was fortunate to start a small business that
eventually grew into a large business.

So [ understand how it must have been for small business owners to see their
businesses—which represented their dreams and aspirations—reduced to piles of rubble.

As we move the Sandy supplemental bill through the Senate, we must make sure New
Jersey’s small businesses have what they need to get back on their feet.

Madam Chairman, throughout the crisis, one of New Jersey's best leaders has been
Hoboken Mayor Dawn Zimmer, who will testify on the second panel today.

Hoboken is home to some of New Jersey’s great small businesses. [ enjoyed taking Vice
President Biden to one of my favorite pizza places—Benny Tudino’s—when he toured New
Jersey last month. And one of my favorite small businesses—Carlo’s Bakery—draws people
from across the country and around the world to Hoboken.
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Sandy hit Hoboken incredibly hard. [ was there in the days after and saw the PATH
station—which is still yet to open—flooded. and countless homes and businesses destroyed.
And though we have made progress, there is still much work to be done.

Madam Chairman, 1 thank you for bringing attention to the needs of New Jersey’s small
businesses and residents and I look forward to hearing from our witnesses.

R #
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Questions for the Record from Chair Mary L. Landrieu
to Mr. James Rivera, U.S. Small Business Administration

Senate Committee on Small Business and Entrepreneurship

Hurricane Sandy: Assessing the Federal Response and Small Business Recovery Efforts
December 13,2012

Question #1 ~ Loan Volume:

There have been reports that SBA Disaster loan approval volume is lower than after Hurricane
Irene. Additionally. the actual number of disaster business loans disbursed has been surprisingly low.
For example, as of yesterday in New Jersey. there were only 9 disaster business loans disbursed
totaling $112.000 since Hurricane Sandy.
e How do you account for these dismal numbers when Governor Christie’s office assesses the
overall damage at $36.9 billion?

Answer: SBA disaster loan approval volume for Hurricane Sandy has been significantly higher
than was experienced after Hurricane lrene. See the tables below for a comparison of loan
approval totals for Hurvicane Sundy at 44 days and 155 days after the declaration was made.

Hurricane Sandy — As of December 13, 2012 (44 davs after declaration was made)

Application | Total Total Amount | Home Home Business Business
Status Number Number Amount Number Amount
Approved 3,626 $230,526,900 | 3.425 8211.661.100 | 201 518,865,800
Total 529 $7,206.100 508 86,927,600 21 8278500
Disbursed

Partially 254 $3,496.600 240 $3,312.300 14 $184,300
Disbursed

Fully 275 $3,709.500 268 $3,615.300 7 894,200
Disbursed

Hurricane Sandy — As of April 3. 2013 (155 days after declaration was made)

Application | Total Total Amount | Home Home Amount | Business Business
Status Number Number Number Amount
Approved 32273 $§2,091,991,000 | 29.826 $1.836.834.600 | 2,449 $253.156,400
Total 12,264 §221,354.600 | 11401 S$186.000,100 | 863 §35,354.500
Disbursed

Partially 6,478 $109.715.800 | 5,992 $96,217.600 486 $13,498,200
Dishursed

Fully 35,786 S111.638.800 | 5409 889.782,500 377 $21,856,300
Disbursed
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As you can see, the volume of loan approvals and disbursed loan funds increased exponentially
over the last 155 duays, which is reflective of the varying trends of recovery needs for
homeowners, renters and businesses. Tvpically, homeowners and renters apply for assistance
the quickest. Application return rates tend 1o be delayed among business owners. SBA has
already received move than 13.000 business and EIDL loan applications. The total number of
loan approvals and disbursed funds will continue to increase as recovery continues.

In regard to Governor Christie’s overall damage assessment of $36.9 billion, this total includes
categories for repair, response and mitigation costs that are not covered by the SBA Disaster
Loan Program (i.e. schools, utility services, infrastructure, parks, environmental, labor and
government operating revenue) and is not an accurate comparison for potential SBA business
disaster loan requests. The assessment categories for assistance typically eligible under the
SBA Disaster Loan Program — housing and business damages — account for only 36% of
Governor Christie’s cumulative damage assessment total.

Question #2 -- SBA Disaster Loan Funding:
It is my understanding that as of yesterday. the SBA had approximately $100 million in administrative
funding and $300 million in subsidy for the Disaster Loan Program. The President’s Supplemental
request included an additional $250 million in administrative funding and $500 million in subsidy.
This would support about $4.5 billion in Disaster Loans. These levels of funding were also reflected in
vesterday’s Senate appropriations proposal.

o What are the current levels of disaster administrative expenses and disaster loan authority?

Answer: As of March 31,2013, including the supplemental funds veceived, SBA has $242.4
million available in administrative funds and $693.7 million in loan making subsidy
Junds. These subsidy funds would support approximately $6.24 billion in disaster loans.

e Do you believe that the disaster reforms to date, as well as the Disaster Loan funding in the
President’s and the Senate’s Supplemental proposals will allow the SBA to effectively respond
to Hurricane Sandy and other disasters that may occur in Fiscal Year 20137

Answer: Yes, barring any catastrophic events.

Question #3 — SBA Implementation of 2008 Reforms:
Businesses affected by the scale of a disaster as large as Hurricane Sandy face the added injury of
losing business because the customer base has also been affected. Such a circumstance can make it
challenging to underwrite a loan based on past history of the business.
s How is SBA planning to review loan applications of businesses affected by Hurricane Sandy
who may now be looking to operate in a very different business environment?

Answer: Recognizing that the recovery period can vary greatly depending on the size and scope
of the disaster event, SBA conducts a thorough business financial analysis to establish
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repayment ability based on pre-disaster financials, including previous vears’ Federal tax
returns. Documented cash flow, not collateral. is the primary basis for esiablishing repayment
ability. SBA also recognizes that some businesses may have been in the organizing stages of
starting a new business or may need lo modify their operations in order to succeed in the new
business environment. In some cases. it may be necessary fo forecast sales and expenses (o
establish a cash flow projection for a business in the process of starting operations or
businesses that elect to disconiinue the disaster impacted operation and pursue another
business venture.

How will you evaluate the local economic environments of the businesses affected by
Hurricane Sandy who are applying for loans?

Answer: SBA loan officers are working closely with businesses who have applied for disaster
loan assistance to review eligibility, uncompensated losses and establish repayment ability. In
the aftermath of Hurricane Sandy. SBA opened numerous Business Recovery Centers
throughout the affected areas to help meet the specific needs of the business community. Local
resource partners, such as SBDCs, SCORE and Women's Business Centers, were avatlable to
provide business counseling services to affected business owners. SBA local resource partners
are a valuable source of information and assistance for businesses operating in a posi-
Hurricane Sandy business environment.

To what extent do your rely on past history compared to future prospects?

Answer: SBA generally relies on pre-disaster financials fo establish repayment ability.
However, when appropriate we use projections of future prospects to support repayment
ability.

How do you try to avoid providing a loan that could ultimately be too large (i.e., the past
volume of business revenue did not materialize after the disaster) for the business to pay back
the loan?

Answer: Approved SBA disaster loan amounis for physical damage are based on verified
losses: Economic Injury Disaster Loan amounts are based on working capital needs io meel its
obligations and pay ordinary and necessary operating expenses. Ultimately, a business’
eligible loan amount will be determined by its uncompensated losses for physical damages and
economic injury, subject fo legislative and administrative limits. Additionally, SBA disaster
loan funds are disbursed incrementally as reconstruction progresses. In regard to businesses
that experience a slower return to normal operations, SBA has in place a standard deferment
period which makes the first payment due date 5 months from the date of the Note. In some
cases, borrowers may request an extension of the deferment period, which SBA will review on a
case-by-case basis.
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uestion #4 — December 6™ Letter to SBA:
On December 6™, [ sent a letter to SBA Administrator Mills on behalf of myself and seven other
senators from states impacted by Sandy. This letter commended SBA for its quick deployment of staff
to the disaster areas and included recommendations to possibly improve its disaster programs. [ would
like to include this letter for the Record.

.

Can you update the committee on the SBA’s anticipated timeframe for responding to this
letter?

Answer: Thank you for the letier of December 6. 2012 concerning Superstorm Sandy sent by
vou and other Senators. We appreciate the feedback and recommendations for improving
SBA s disaster programs. Afier discussing with your staff, we are going to address the ifems in
the letter directly here for the record. Topics raised in the letter included the need for disaster

Sunding, coordination and outreach around the Coastal Barrier Resources Act prohibition,

aquaculiure business assistance. SBA’s recent memo with HUD regarding duplication of
benefits, regional outreach and marketing of SBA disaster programs, and an update on
guaranteed disaster pilol programs.

In the letter. you encouraged SBA to work closely with Congress to ensure there is appropriate

Sfunding for the disaster programs as well as for the Small Business Development Centers in

disaster areas. I want io thank you for Congress's strong action since the letter, passing the
Sandy supplemental appropriations package on January 28”. For SBA. the bill included $520
million in disaster subsidy. $239 million for disaster administration, $20 million for our Small
Business Development Centers in the impacted areas, and 83 million for the Inspector General.
While disaster funds are subject to sequestration cuts, which will cost the program
approximately $45 million, SBA is confident we will have the funds necessary to meet the
demands of Hurricane Sandy.

On coordination and outreach around the Coastal Barrier Resources Act, we continue io work
with relevant agencies. such as the US. Fish and Wildlife Service, to establish clear guidance
and obtain maps for distribution. SBA's primary message (o all victims of Hurricane Sandv is
to encourage them to apply for an SBA loan. Since a relatively small number of individuals are
prohibited from Federal financial assistance due to their coastal barrier locations, submitting
an application will prevent individuals and small businesses from not applying based on
misconceptions or misinformation about the Coastal Barrier Resources Acl. SBA has provided
outreach and materials through the Disaster Recovery Centers and Business Recovery Centers
to educate victims on the Coastal Barrier Resources Act and also 1o encaurage everyone to
apply for an SBA loan. allowing for an official determination on an applicant’s eligibility.
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As provided by the Small Business Jobs Act of 2010, SBA can make Economic Injury Disaster
Loans to aguaculture businesses. so long as disaster assistance is not provided by other
agencies. While we have received a limited number of applications in the areas affected by
Superstorm Sandy, SBA will continue outreach efforts 10 aquaculture businesses.

Regarding duplication of benefits. last year we signed a Memorandum of Understanding with
HUD, improving our coordination on duplication of benefits to ensure those with unmet needs
are still eligible for HUD Community Development Block Grants. SBA and HUD now have a
transparent mechanism to share data across agencies regarding loan borrowers and grantee

recipients.

SBA is using a myriad of resources (o promote our disaster programs and provide outreach
both before and afier disasters occur. SBA has participated in numerous phone calls with
various State and local officials and agencies including Governors, Mayors, Chambers of
Commerce, Trade Associations, etc. to provide disaster recovery information. We also work
with our resource partners on disaster preparedness year-round 3o that our partners on the
ground know us and are prepared before a disaster hits.

In an attempt lo raise awareness about our disaster programs SBA has also engaged in the use
of social media. SBA has pluced ads on Facebook that appear on profiles of individuals in the
States that have been Presidentially declared. Blogs have also been instrumental in helping
SBA get the word out about disaster assistance.

In coordination with our resource partners, SBA has also launched a Technical Assistance
Loan Application Initiative (TALAL. The goal of this initiative is to provide follow-up
assistance to disaster business applicants whose business loan applications were either
declined or withdrawn. Declined and withdrawn business applicants are referred to SBAs
resource pariners o get additional counseling and guidance to help strengthen their loan
applications for resubmission and possible reconsideration.

As referred to in the letter, SBA has an extensive disaster marketing and outreach plan, which
we recently shared with the Committee.

As for the Guaranteed Disaster Loan Pilot programs, we will keep the Committee updated as

we continue to work on the development of these pilots. As indicated in Question % 9. lender
testing will not be complete in time to provide funds for Sandy victims.
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Question #5 — SBA Coordination with FEMA, IRS:
One of the major issues post-Katrina was a lack of SBA coordination with FEMA and the IRS. For

example, business owners were asked for three years of tax returns, although they had signed an IRS
authorization form (for SBA to get tax return information directly from IRS). FEMA and SBA also
lacked a coordinated application process — often ‘bouncing’ disaster victims back and forth between
agencies as they sought assistance. The 2008 disaster reforms included two provisions to fix these

coordination issues.
e Can you update the committee on SBA’s implementation of the requirement from the Farm Bill
to improve SBA-IRS coordination on tax records?

Answer: SBA and IRS have a long standing relationship and continue to work together to
streamline, expedite and enhance services for disaster victims.

o Can you also update the committee on the regulations issued on FEMA-SBA coordination?

Answer: SBA promulgated 13 CFR §123.108, “How do the SBA disaster loan program and the
FEMA grant program interact? ", on February 22, 2010. In addition, SBA and FEMA have
established a Memorandum of Understanding (MOU) and a Computer Matching Agreement
that allow SBA and FEMA'’s computer svstems to share and update data several times
throughout the day. This data includes business loan referrals and duplication of benefit
(DOB) information. When appropriate, the information on SBA's loan decision is passed back
to FEMA io ensure timely referrals to other programs.

Question #6 — Pioneer Business Assistance:
SBA has made improvements since 2005 to get businesses timelier assistance. 1 am still concerned,
however, that SBA could better target disaster loans to “pioncer” businesses or those which may be
vital to recovery (debris removal, child care centers. hardware stores. etc.). If homeowners see their
focal gas station or restaurant is open. it encourages them to come home to rebuild. The businesses, in
turn, see their business pick up.

e How could the SBA improve its disaster loan process to encourage these pioneer businesses to

re-open sooner?

Answer: In general. SBA disaster loans are processed in the order they are received. A
istance and the timing of submittal can

business owner's decision to apply for disaster loan a
be affected by numerous factors other than the return of a business's customer base, including:
availability of insurance or other compensation. restoration of utilities and infrastructure, and
the decision to cease business operations rather than incur debt to finance recovery needs. SBA
encourages all businesses affected by Hurricane Sandy to inguire about the disaster loan
program and apply for assistance.
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Question #7 — Collateral Issue:

I understand that SBA’s current practice of making loans is based upon an individual's ability to repay
and income. SBA has indicated before this Committee at past hearings that the agency never decline
applicants for lack of collateral. They instead decline them from a lack of repayment ability (not

sufficient cash flow to support current and/or additional debt). As | indicated in my opening statement,
[ am troubled by the SBA requirement that borrowers must use their personal home as collateral for
business disaster loans less than $200.000.

Can you outline assets other than personal residences that SBA can utilize as collateral for a business
disaster loan?

Does SBA take steps to ensure that it does not tie up too much of a business’s collateral (i.e.,
accept collateral that is of more value than the loan?

Answer: Yes, generally. SBA will not requive an applicant to pledge more collateral than is
necessary to adequately secure a loan. SBA collateral requirements are based on a balance
between protection of the Agency's interest as a creditor and as a provider of disaster
assistance. SBA will not decline an application if the available collateral does not adequately
secure the full amount of the loan: however. applicants are required to pledge available
collateral for physical damage loans exceeding $14.000 and EIDLs exceeding $5.000. Real
estate of the business and/or its owners is always the preferred form of collateral to secure
business and EIDL loans. SBA uses pre-disaster fair market value (FMV) 1o arvive at the equity
of collateral property based upon information obtained from various sources.

What is the current subsidy cost for every $1 loaned in disaster loans?
Answer: The FY13 subsidy cost for every §1 loaned in disaster loans is 11.11 cents.

Would prohibiting SBA from requiring a primary personal residence as collateral for business
disaster loans of $200.000 or less if other assets are available significantly impact the subsidy

cost for these loans?

Answer: SBA’s colluteral requirement. including the use of personal residences 10 secure a
business disaster loan, follows standard lending practices. Personal rvesidences used as
collateral help to secure the tax payers” interest when providing disaster loans which must be
repaid.  Additionally, SBA disaster loans are not limited 1o the amount of available
equity. Without the collateral in place, the default rates would be expected to rise and
consequently increase the subsidy cost of the loan.

uestion #8 — SBA Deferment of Disaster Loan Pavments:
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The Small Business Act authorizes the SBA to defer payment of principal and interest on a case-by-
case basis. During that time, however, interest still accrues, This is helpful to some businesses in the
short term but, as the deferment ends, they receive a balloon payment.

The Act also allows SBA to “use other methods as it deems necessary and appropriate to assure the
successful establishment and operation of [small businesses].” With this language. Congress intended
for the SBA Administrator to have the tools necessary to keep businesses afloat after it makes both
business and disaster loans. For example. Congress the 2009 Recovery Act dovetailed on this intent by
reducing fees on 7(a). 504, and Microloan borrowers.
*  When does interest begin accruing on disaster loans and does SBA have existing authority
to stop interest from accruing on these loans?

Answer: Interest accrues on the disbursed loan funds starting from the date of the initial
disbursement to the borrower. Interest only accrues on the amount dishursed. SBA does
not have the authority to stop interest from accruing on disbursed loan funds but does
provide an initial deferment period before the first payment is due.

e When SBA provides a six-month deferment on disaster loan payments, does interest
continue to accrue?

Answer: Interest on disbursed funds continues to acerue during the deferment period. The
initial accrual of interest during the deferment period is taken into consideration when the
initial payment and term of the loan is calculated. SBA disaster loans are simple interest
loans and the SBA loan accounting system does not charge interest on interest.

e Please provide the committee with recommendations on improving the deferment process
for disaster loans including, if available. best practices from private lenders and community
banks.

Answer: SBA's deferment policy is substantially more favorable than standard private
lending practices. SBA recognizes that financial hardships, slow return of customer base or
limited availability of contractors and resources may lead to significant delays in the
reconstruction project. Accordingly. we frequently consider requests lo exiend the
borrower s initial deferment period on a case-by-case basis.

Question #9 — Guaranteed Disaster Loan Pilot Programs:

The 2008 Farm Bill included two (2) new SBA bridge loan programs — a $25.000 Immediate Disaster
Assistance Program (Velasquez) and a $150.000 Expedited Disaster Loan Program (Landrieu).
Congress provided necessary funds ($1.7 million) in previous appropriations bills for SBA to test these
programs with local lenders.

e How is SBA progressing with piloting and issuing regulations on these two programs?
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Answer. After reviewing the Farm Bill and Small Business Act requirements for increasing
disaster assistance. OCA proceeded with development of the first of the two proposed pilots
that received appropriated funds.

For the Immediate Disaster Assistance Guaranty Loan Program (IDAP) - OCA/ODA,
working together developed regulations and draft operating guidelines for an IDAP
pilot. Preliminary testing has been done to assure internal capacity to process these
loans. Lenders in the preliminary outreach group indicated concern about the proposed
underwriting/processing criteria for a small interim emergency disbursement designed to
preserve a disaster-impacted business prior to its ability to secure regular disaster loan
approval. That process is currently undergoing review and refinement.

o s SBA expected to pilot the Immediate Disaster Assistance Program in any of the states
impacted by Hurricane Sandy?

Answer: While the original location for the preliminary outreach was not focused on the
area impacted by Hurricane Sandv. the Office of Capital Access reached out to four of the
largest commercial banks in the impacted area to get their input on the pilot. Their
feedback was consistent with the lenders from other regions.  Lender testing will not be
complete in time to provide funds for Sandy victims.

Note that the turnaround for disaster loan approvals for Hurricane Sandy victims has
improved to 2-3 weeks. significantly shorter than delivery time when the legislation was
enacted in 2008.

o Please outline expected timeframes for piloting and reviewing results from the Expedited
Disaster Loan Program.

Answer: Once the IDAP pilot is operational. SBA expects (o move forward with developing
the Expedited Disaster Loan Program.

Question #10 — Default Rate:
e What is the average default rate for home and business disaster loans?

Answer.
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Disaster Default Rates by Cohort, as of 12/31/2012

Principal Charged

Cohort Defuult Rate*  Total Disbursement

orf

2005 12.73% 1,179,768.997 150,209,814
2006 10.37% 6.234,973.485 646,618,423
2007 8.67% 951.478.973 82,515,695
2008 8.28% 519,308,613 42992302
2009 6.05% 370.866.860 34,550,782
2010 3.23% 366,184,386 11,913,593
2011 1.29% 381,766,457 4,914,297
2012 0.27% 343.079.512 941,954
2013 0.00% 67671547

ELIPS data as of 12/31/2012

*Defined as total principal charged off us a pevcent of total disbursement amount

Question #11 — Interest Rates:

[ understand that SBA disaster loan interest rates are generally below market. However, 1 note that for
a business that can get a loan elsewhere. the interest rate is about 6 percent, which is higher than what a
borrower can get on a conventional loan in the New York area, which is approximately 5 percent.

¢ Why does the SBA charge higher interest rates than for-profit banks?

Answer: SBA is not in competition with private sector lenders and sets it rates based on similar
instruments in the private sector based on statute. The interest rate and 7 year term restriction
Jor business loans determined to have credit available elsewhere directs the disaster impacred
business to the lender that best meets its needs. If a business determined 1o have credit
available elsewhere is unable 1o find better terms (including interest rate), then SBA isn't
charging a higher interest rate than for-profit banks.
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Question #12 — SBA Implementation of 2008 Reforms:
According to GAO, out of 26 requirements in the 2008 Farm Bill. SBA has met 16 and partially
addressed six. Four provisions either require additional appropriations or are discretionary.

o Is SBA on track to address these six remaining requirements?

Answer: SBA believes that all vemaining requirements under the Act have been met, with the
exception of implementation of the guaranteed disaster loan programs.

s Does SBA have a schedule and a “date certain™ for implementing the final remaining
requirements?

Answer: While there is not currently a date ceriain, SBA is working to implement all of the
requirements as quickly as possible.

Question #13 — Surety Bond:
In the Hurricane Sandy Supplemental Appropriations request. the Administration requested authority
to increase the SBA surety bond limit for small business contracts from $2 million to $5 million to
enable more small business to participate in the recovery efforts.
o Please describe how successful this increase was in the Recovery Act and it will benefit small
businesses.

Answer: During the effective period of the Recovery Act. SBA guaranteed 218 bonds,
representing a contract value of over 8660 million. Momentum for the Recovery Act was
increasing al the time of its expiration. and the surety industry expressed its support for the
increased limit. The recent contract ceiling increase will enable more small businesses (o
compete for public and private contracts.

o Since Hurricane Sandy ploughed through New York and New Jersey. should we expect large
prime contractors coordinating through a group of local small businesses?

Answer: There will be mumerous contracis velated 1o rebuilding the areas that were impacted
by Hurricane Sandy. including construction and service contracts. Some large prime
contractors will subcontract work to smaller business concerns that may need SBA guaranteed
bonding. Other small businesses may serve as prime contractors, and they may also require
SBA guaranteed bonding.

Question #14 — Subcontracting:

Reporting requirements for prime contractors to report their subcontracting efforts have greatly
improved since the implementation of the Electronic Subcontracting Reporting System. However, we
continue hear that many subcontractors still feel like the process is broken.
e s it a generally accepted practice to require prime contractors to certify that it has paid its
subcontractors?
o If not, please explain why not.
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Answer: Prime contractors must certify that subcontractors have been paid and will be paid
when receiving progress pavments under fixed price construction contracts. See Federal
Acquisition Regulation clause 52.232-5. This clause is based on 31 USC 3903(b)(1)(B).

Small businesses report difficulties receiving timely payment on Federal disaster work and then are
unable to discuss the matter directly with the contracting agency.
¢ What safeguards are in place to protect small businesses from being the casualty of a dispute
between the prime contractor and a Federal agency?
e What protections are in place or could be established (within existing authority) to ensure small
business owners are paid for the work they do on disaster contracts?
o Can you provide the Committee with any feedback on how Congress or Federal
agencies may cut down on incidents of primes not paying their subcontractors?

Answer: SBA’s proposed rule implementing the Small Business Jobs Act of 2010 would require
the prime contractor 1o notify the contracting officer in writing when performance has
occurred and the prime has been paid and the payvment to the subcontractor is more than 90
days past due. The proposed rule requires contracting officers to evaluate whether a prime
contractor has a history of unjustified untimely payments to subcontractors, and if so, to record
the identity of the prime contractor in the Federal Awardee Performance and Integrity
Information System (FAPIIS). The proposed rule also provides that the prime may not prohibit
the subcontracior from talking to the contracting officer about a material maiter pertaining to
pavment. Ultimately, a dispute between a prime and a subcontractor is a private matter
hetween two parties that may end up in Court. In addition, if the FAR clause mentioned above
applied (52.232-5), then there could be civil or criminal liability for a false certification.
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Questions for the Record from Chair Mary L. Landricu
to Mr. Michael Chodos, U.S. Small Business Administration

Senate Cominittee on Small Business and Entrepreneurship

Hurricane Sandy: Assessing the Federal Response and Small Business Recovery Efforts
December 13,2012

Question #1 — Resource Partners Collaboration with Disasters:

You state in your written testimony that resource partners work collaboratively with the SBA's Office
of Disaster Assistance, including co-locating with various Recovery Centers, Given the breadth of the
types of assistance being provided by resource partners to businesses impacted by Hurricane Sandy,
are resource partners working collaboratively with other departments and agencies in current disaster
response efforts? 1f so. how?

Answer. In the aftermath of Super Storm Sandy, the SBDC national network has plaved the same
critical role it undertook after other disasters including the Iowa floods in 2008 and Hurricane
Katrina in 2003, After a major disaster, the SBDC national network immediately coordinates with
SBA s Disaster Assistance Office and FEMA to help set up Business Recovery Centers (BRCs) in the
disaster-affected areas. Many BRCs are located in SBDC service centers: in other instances, local
SBDC's help to leverage connections with local organizations and businesses to broker additional
space as needed. The BRCs serve as a one-stop shop for small businesses seeking immediate disaster
recovery services and as d resource 1o educate businesses about available local, state and federal
disaster assistance. At the BRCs, SBDC staff and personnel from SBA s Office of Disaster Assistance
provide immediate, customized. actionable assistance to individuals and small businesses in need of
help.

For example, the SBDCs work closely with other federal, state and local partners to assist small
businesses that might need help completing SBA disaster loan applications; working with the IRS to
help re-create lost financial records: or with local economic development agencies to locate and set up
short-term or permanent business replacement facilities.

In New York 23 BRCs were set up in the wake of Sandy, primarily in Staten Island. Long Island and
Queens. The majority of these SBDCs are co-located with the SBA Disaster Assistance Office Disaster
Response Centers. Many of the 75-80 SBDC counselors working in these BRCs in New York came
from other regions of New York to help augment the staff in the affected areas so that they are able to
stay open 6 days a week,

In New Jersey the SBDC has effectively teamed with local and county economic development offices
and urban enterprise zones 10 maximize resources and support for clients. They are working with the
New Jersey Business Action Center to help get the word out to small businesses in the hardest hit
areas: the “red zone.” There, they offer business recovery assistance and connect small businesses

Page 1of 2



97

with information about SBA Disaster loans. The New Jersey SBDC also provides business and
technical assistance to small business owners referved (o them by the New Jersey Labor and
Workforce Development Action Center and other key federal, state and private partners.

Does the Office of Entrepreneurial Development have a system in place to ensure resource partners are
communicating, sharing information. and maximizing disaster assistance efforts amongst each other-
particularly for those that may not be co-located with Recovery Centers?

Answer: First and foremost, each SBA District Office acts as a local convening and coordinating hub
throughout its sector of the Sandy-affected region. making sure that Resource Partners activities are
coordinated and that each is aware of the other s activities. Activities take place at a very fast pace
immediately after a disaster, and each District Director is directly engaged with our Resource
Partners and with local Mavors’ offices, local economic development entities, and State and Federal
entities to make sure he or she is aware of all response activity and that SBA's response is targeted
where needed most and thus most effective.

From Headquarters, SBA’s Office of Entrepreneurial Development (OED) has a collaborative and
coordinated communications process with its Resource Partner network which it uses afier a disaster
to send and receive information and updates about disaster response uctivities. On a regular basis
after a disaster, SBA s OED coordinates with our Office of Field Operations regarding District Office
activity; and OED's Associate Administrator sends out updates and guidance to all Resource Partners
on issues affecting Sandy activities. funding and coordination. In addition, regular follow-up and
activity coordination with the Resource Partner network occurs from QED’s Office of Small Business
Development Centers, Office of Women's Business Ownership, and Office of Entrepreneurship
Education (re SCORE).

Question #2 ~ SBDCs Across State Lines:

One of our witnesses on the second panel, Mr, Jim King of the New York SBDC network. noted in his
written testimony that materials and support provided to his network by the Louisiana SBDCs and
other state networks in the wake of Hurricane Sandy. have been instrumental in allowing his

counselors to assist businesses more effectively.
e What mechanisms does SBA have in place to provide resource partner networks with guidance
and access to the most up-to-date best practices in assisting businesses in times of a disaster?

Answer: The Office of Entrepreneurial Development's Office of Small Business Development Centers
holds a weekly Disaster Recovery Information Sharing conference call to allow sharing of information
between the SBDC State Directors that have experienced major disasters with those impacted by
Sandy to share their best practices and practical support. In addition, the Association of Small
Business Development Centers has convened a disaster special interest group fo help disaster-
experienced SBDCs reach out to those less experienced and to chronicle best practices.
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United States Senate
Committee on Small Business and Entrepreneurship

Hearing entitled:
Hurricane Sandy: Assessing the Federal Response and Small Business Recovery Efforts

December 13,2012
Questions for the Record

Submitted by Chair Mary L. Landrieu
to the Honorable Dawn Zimmer, Mayor, City of Hoboken, New Jersey

uestion — Resiliency in Hoboken

You are the Mayor of Hoboken, New Jersey, a city with more than 50,000 residents and
hundreds of businesses all packed into a square mile. But that square mile was devastated by
Hurricane Sandy, as you mention in your testimony: 1,700 homes flooded, more than $100
million in estimated damage, and 60 percent decline in commerce.

¢ Have you seen any so-called “pioneer” businesses — the first to re-open — serve your
community? If so, what are some of the traits of thesc impacted, yet resilient,

businesses?

e What has your experience, or that of your constituents, been like with the SBA and other
disaster assistance personnel on the ground?
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1. On December 7, the President issued a supplemental appropriations request to fund Hurricane
Sandy relief and recovery efforts. As part of this $60.4 billion funding request. he is seeking
$750 million in additional funding for subsidy costs and for loan processing and servicing for the
SBA’s disaster loans program.

Considering that after Hurricanes Gustav and ke in 2008. Congress provided $799 million for
the SBA’s disaster loan program. which turned out to be a significant overestimate of what was
truly needed to meet the needs of homeowners and businesses, we must closely examine this
request.

How can Congress be confident in this request, particularly one as high as $750 million,
given the SBA’s past track record in estimating its subsidy needs?

Answer: SB4 has refined and enhanced its use of Hazards-US/Multi-Hazard (HAZUS-MH). the
Department of Homeland Security’s loss estimation methodology for natural hazards in the
United States.

How did the SBA arrive at the numbers in the supplemental, and specifically, what
predictions in your modeling account for the large request?

Answer: SBA used output from the HAZUS-MH models to input into SBA s scalability model to
help determine resource needs. Our scalability model is a custom developed program exclusive
to the SBA. It was designed to further refine and analyze disaster loss estimates for the purpose
of accurately correlating damage estimates into actionable and immediate staffing and
budgetary projections.

2. The Federal government has a statutory goal that at least 23 percent of the total value of all
prime contracts awarded directly by agencies be awarded to small businesses. Unfortunately, the
Administration failed to achieve this goal in FY 2011. That fiscal year. it awarded only 21.65%
of prime contracts to small businesses. That is less than the previous fiscal year, during which it
awarded 22.66% of prime contracts to small businesses. This is unacceptable, and particularly
troublesome in the current context, because federal government contracts provide invaluable
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work for small businesses, especially in the aftermath of natural disasters when many agencies
utilize private businesses to carry out recovery efforts.

Do you know what percentage of prime government contracts awarded as part of
Hurricane Sandy relief and recovery efforts has been awarded to small businesses?

Answer: As of March 21, 2013, data from the Federal Procurement Data System (FPDS) total
dollar procurement spending on Hurricane Sandy recovery efforts was $628 million. Spending
with small businesses was S186 million, which represents 29.39 percent of the total dollars

spent.

What does the SBA intend to do to ensure that small businesses, especially those that are
located in areas directly affected by Hurricane Sandy, receive a greater percentage of these
contracts?

Answer: Hurricane Sandy devasiated the Region on October 29, 2012. That same day. senior
officials from the SBA reached out to the Office of Small and Disadvantaged Business Utilization
al the Federal Emergency Management Agency (FEMA) within the Department of Homeland
Security, to find out how SBA could work with them to engage local small businesses in the
Hurricane relief and recovery effort.

The SBA's Procurement Center Representatives (PCRs) continue to counsel small businesses,
providing updated information on how to obtain Hurricane Sandy disaster relief and recovery
contracts. Recently, we were successful with the U.S. Army Corps of Engineers in New York to
have a procurement related to Hurricane Sandy relief and recovery changed from full and open
competition to a small business set-aside.

3. Over the years, | have learned that small businesses face substantial challenges when trying to
contract with the federal government. In many instances, unlike their larger counterparts. they
are simply unable to hire staff with specialized government contracting knowledge, who can help
them navigate the federal procurement maze and position them to seek out contracting
opportunities. These problems are only compounded, when it is a small business in a region hit
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by a disaster and contracting opportunities are being announced and approved on an expedited
basis.

Mr. Rivera, can you detail for the Committee what steps the SBA is taking to ensure small
businesses are aware of contracting opportunities in the aftermath of Hurricane Sandy?
How are you coordinating with FEMA, the Corps of Engineers, and other Agencies to
advertise these contracts?

Do local small businesses feel they are being given fair opportunities to compete for the
work being procured by the Federal government?

Answer:

In order to help ensure that small businesses, especially those located in areas directly and
heavily impacted by Hurricane Sandy receive a greater proportional share of recovery and
reconstruction, SB4 has taken the following steps:

1. Senior SBA officials reached out to the Office of Small and Disadvantaged Business
Utilization representatives at the Federal Emergency Management Agency (FEMA)
within the Department of Homeland Security. to find out how SBA could work with them
to engage local small businesses in the Hurricane relief and recovery effort.

2. SBA officials assembled procurement information to help assist small businesses who
wanted to help with the Hurricane Sandy recovery efforts. SBA continues 1o share
updated information within the SBA internal and external structure, including SBA's
network of District Offices in addition (o our resource partners, stakeholders, and small
businesses. Information is also posted on the SBA s Disaster Office web site.

3. The §BA’s Office of Government Contracting (GC) staff, in addition to District Office
staff continues to counsel small businesses and provide them with this information.
Information includes Hurrvicane Sandy federal procurement opportunities listed in the
Federal Business Opportunity (FBO) web site — including instructions on how (o search
Jor updates: listings of large prime contractors who have received Hurricane Sandy
contracts including all contact information: New York City, New York state and New
Jersey state Hurricane Sandy procurement recovery program opportunities; information
on how vendors can register for Hurricane Sandy procurement opportunities; FEMA
information and GSA Schedule information.
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4. The SBA has also contacted the lurge businesses that have received recovery and
reconstruction contracts and provided them with information on the Robert T. Stafford
Disaster Relief and Emergency Assistance Acl, which requires prime contractors to make
every effort 1o procure products and services from vendors that reside in, or primarily do
business in the disaster-impacted areas. The SBA has assisted these companies in
identifying potential local small business subcontractors. We have also requested thut
large prime contractors post any subcontracting related procurement opportunities on
the SBA Sub-Net site which allows small businesses to identify available subcontracting
opportunilies.

We will continue these efforts 1o help ensure that local small businesses are able to continue
participation in Hurricane Sandy relief and recovery efforts.

4. As a result of the current devastating financial crisis, surety companies, those who provide the
funding to small business contractors, continue to reject bond applications because the applicants
(usually contractors in the construction industry) could not show that adequate financing in place
to complete the project. The American Recovery and Reinvestment Act temporarily increased
the Small Business Administration’s (SBA) guarantee limit on surety bond contracts, from $2
million to $5 million dollars. with the option to guarantee as high as $10 million under the SBA’s
discretion. That provision was an unqualified success, far exceeding targets set by SBA for both
the amount of bonds issued and job creation. The initial target for the program was to issue $147
million in bonds to support projects over $2 million. The March 2010 SBA Performance Report
indicated that more than $360 million in bonds were actually issued.

Mr. Rivera, how would the proposal (which is included in the Administration’s
supplemental request) to raise the surety bond guarantee limits impact construction firms
that are struggling to attain surety bonds in the wake of disasters?

Answer: Since the hearing. the National Defense 4uihorization Act of 2013 was passed which
raised the eligible contract amount in the Surely Bond Guarantee (SBG) Program from §2
million to $6.5 million. In addition, if a Federal contracting officer certifies that the SBA
guarantee is necessary to obtain bonding, SBA can guarantee a bond on a contract up to $10
million. These higher contract ceilings are expected to increase surety parficipation in the SBG
Program, resulting in greater access to bonding for small business concerns. This will enable
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small businesses 1o obtain more public and private contracts. generally, and during major
disaster recovery efforts.

What level of participation is the SBA currently experiencing with respect to the SBA
Surety Guaranty program following Hurricane Sandy?

Answer: Total SBG Program activity in fiscal year 2013 has increased 49% over the same
period in fiscal year 2012. 1t is still very early in the disaster recovery process, and it will take
vears to rebuild the affected areas. SBA anticipates that the increased contract limit will result in
the participation of more small businesses in the recovery efforts following Hurricane Sandy.

5. According to an advisory memorandum issued by SBA’s Office of Inspector General this past
July, the SBA’s National Disaster Loan Resolution Center (NDLRC) has failed to comply with
the Debt Collection Improvement Act of 1996 (DCIA) and significantly mismanaged the SBA’s
recovery on defaulted disaster loans. Specifically, the OIG found that the SBA failed to comply
with the DCIA by not transferring $171.1 million in disaster loans in liquidation status to the
Treasury Department when required by that statute to do so. In response to the OIG’s advisory
memorandum, the SBA agreed to. among other things, train all staff at its Santa Anna NDLRC to
comply with the DCIA and the Treasury Managing Federal Receivables Guide.

How proficient do you believe staff has become in these areas? How is the SBA evaluating
their proficiency level?

Answer:

SBA does not agree with the OIG advisory memorandum and stated so in our respanse to the
memorandum. The report is not an accurate depiction of SBA's compliance with the Act or its
prudent management of loan recovery for ihe disaster loan program.

As recommended by OIG, and to further the education of our employees, SBA requested and
Treasury provided training for SBA staff involved with servicing and liguidating loans. The
training was effective and will assist SBA in continuing 1o both comply with the Debt Collection
Improvement Act and maximize recovery for the disaster loan program. SBA monitors the
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recoveries in the disaster loan program. and monitors NDLRC staff proficiency and compliance
through quality control and performance reviews.
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1. Small Business Development Centers provide invaluable educational services to business
across the United States, at more than 900 locations, by helping them start-up. expand, and
diversify. SBDC assistance is particularly helpful to small businesses that are struggling to
recover from natural disasters, such as the recent and devastating Hurricane Sandy. Despite the
importance of SBDCs to recovery efforts, current law frustrates their ability to aid in them to the
best of their ability because SBDCs are not authorized to assist small businesses outside their
home states, without regard to geographical proximity. In the Restoring Tax and Regulatory
Certainty to Small Businesses Act of 2012, which I introduced in September, | included a
provision that would remove this limitation.

In the SBA’s view, would permitting the SBA to authorize Small Business Development
Centers to assist small businesses outside their home states if those small businesses are
located in areas for which the President has declared a natural disaster, without regard to
geographical proximity, aid in Hurricane Sandy recovery efforts?

Answer: When a major disaster strikes mobilizing assistance as quickly as possible helps to
mitigate the length of time a business is disrupted. Business recovery assistance afier a major
disaster occurs and is most effective when SBA s Office of Entrepreneurial Development
program managers are able to cut through red tape to quickly deploy resources to provide
needed assistance to small businesses. Each time there is a major disaster, OED’s Office of
Small Business Development Centers (OSBDC) has had to process a temporary modification to
allow SBDC counselors from out-of-state to travel to assist small businesses in another state.
Permitting the SB4 to authorize Small Business Development Centers — without regard to
proximity -- to assist small businesses outside their home states if those small businesses are
located in areas for which the President has declared a natural disaster would allow SBDCs 1o
best match those SBDC networks who have resources with those networks who have the greatest
need at any given time, thus expediting aid to small businesses afier a major disaster.

2. As part of the President’s recent supplemental appropriations request for Hurricane Sandy
relief and recovery efforts, the President has asked this Congress for $20 million in additional
funding for industry clusters and accelerators. These programs are not authorized by Congress
and continue to lack sufficient metrics and oversight. | have long urged this Congress to
authorize these programs to help ensure their efficiency and accountability, and believe that
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approving additional funding for them without a more detailed explanation of how that funding
would be used would be unwise.

How, specifically, would the SBA spend an additional $20 million in funding for industry
clusters and accelerators, if it were provided?

Answer: The Sandy Supplemental provides $20 million for small business technical assistance
for the counties designated under Presidential or Administrative disaster declarations in the
wake of Sandy. Due to cuts from sequestration (81 million). SBA will deploy the $19 million in
two phases. This two phased approach will allow us to jumpstart the recovery process and invest
in rebuilding the small business economic ecosystem while building enhance resiliency strategies
into existing businesses. The two phases are:

Phase 1: Immediate Recovery (March - August 2013, $5.8 million): This is a six month
initiative (o meet immediate, short-term needs for supporting business recovery. The
Sfunds will be distributed to Small Business Development Centers, Women's Business
Centers and SCORE based on detailed, up-front spending plans. The entire period of
performance for this phase will be six months. During these six months, our resource
partners will deliver immediate, intensive small business counseling and training services
in the Sandv-affected counties. All existing Resource Pariner oulput and outcome metrics
will be reported into the Agency's central metrics collection system, the EDMIS database.
Unused Phase 1 funding may be reallocated to support Phase 2 grants.

Phase 2: long Term Resiliency (March 2013-March 2015, $13.2 million): Phase two is
a two-year initiative to build longer-term community-based small business recovery and
resiliency in Sandy affected counties. In their grant proposals, applicants must provide
detailed plans for coordination and collaboration among SB4 Resource Partners and
with state and local economic development efforts. These plans will help avoid
duplication of efforts while ensuring integrated community economic recovery efforts.
Each state will receive a single grant. which will be awarded to a collaborative team led
by an SBA Resource Pariner. Ouiput and outcome metrics will be reported into the
Agency's central metrics collection system, the EDMIS database.

Each phase will be implemented through an independent round of grants, which will be awarded

by SBA's Office of Entrepreneurial Development ("OED"). OED will provide oversight. program
management and financial veviews as well as outcome reporting.
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1. To what extent are SBA officials attempting to identify proactively businesses that

may have been impacted by Hurricane Sandy and what types of data sources is the
SBA using to accomplish this?

Answer: SBA is using a myriad of resources to provide outreach to the business
community. SBA has created a dedicated Hurricane Sandy page on its Website that
allows disaster victims lo access recovery resources 24/7, including the Electronic Loan
Application (EL4). SBA has participated in numerous phone calls with various State and
local officials and agencies including Governors, Mayors, Chambers of Commerce,
Trade Associations, etc. 1o provide disaster recovery information. As of April 6, 2013,
we have participated in the following, in the Hurvicane affected areas:

Media Contacts and Interviews — 6,147
Congressional Contacts - 1,508

Stakeholder, SBDC and Chamber Contacts - 12.263
Meetings and Activities Atiended - 936

In order o provide additional resources 1o the business community, in addition to having
SBA representatives in each of the Federal Disaster Recovery Centers, SBA has also
opened more than 25 Business Recovery Centers (BRCs) in the Hurricane Sandy affected
states.

In an attempt 10 target additional disaster victims SBA has engaged in ihe use of social
media. SBA has placed uds on Facebook that appear on profiles of individuals in the
States that have been Presidentially declared.  Blogs have also been instrumental in
helping SBA get the word out about disaster assistance. Since the disaster, there have
been five blog posts by the Associate Administrator for Disaster Assistance covering
different topics: SBA Coordinating with Our Federal Partners; SBA Standing Ready to
Help Businesses, Homeowners and Renters Recover; Top Five Reasons You're Eligible
to Apply for SBA Disaster Assistance; Send Us Your Completed Loan Application before
the Deadline and A Lending Milestone as Congress Adds Recovery Funds.
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In coordination with our resource partners, SBA has also launched a Technical
Assistance Loan Application Initiative (TALAI). The goal of this initiative is to provide
Sfollow-up assistance to disaster business applicants whose business loan applications
were either declined or withdrawn. Declined and withdrawn business applicants are
referred 10 SBA's resource partaers (o gel additional counseling and guidance to help
strengthen their loan applications for resubmission and possible reconsideration.

What steps are the Small Business Development Centers and/or Business Recovery
Centers taking to vet businesses and identify potentially fraudulent or otherwise
high-risk applicants for assistance?

Answer: The primary responsibilities of Small Business Development Centers and
Business Recovery Centers during disaster recovery are to assist business applicants in
navigating the recovery process by counseling and helping them complete applications.
Eligibility determinations are made after compieted applications are received by SBA, at
which point they are subject to a wide array of internal controls including identity
verifications (social security number, address, elc.), on-site verifications of the disaster
damaged properties, use of personal credit reports and Business Dunn and Bradstreet
reports and the rule of two which requires a recommending and concurring signature on
all inspection and loan actions. Additionally. an independent confirmation of income is
made by receiving tax transcripts from the Internal Revenue Service (IRS).

How is the SBA coordinating assistance efforts with FEMA, insurance companies
and other government agencies to identify and track applicants for disaster
assistance and avoid overlap of efforts between the disparate organizations
supporting the recovery from Hurricane Sandy?

Answer: There are several check points throughout the application and disbursement
process. A Computer Matching Agreement (CMA) is in place that allows SBA and
FEMA's computer systems to share and update data several times throughout the day.
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This data includes business loan referrals and duplication of benefit (DOB) information.
Additionally, when loans are being processed. loan officers look for the most recent
information from FEMA and contact the applicants’ insurance companies to ensure that
all DOBs are considered.

SBA also has an MOU with the Department of Housing and Urban Development (HUD)
and works divectly with HUD Grantees fo exchange DOB information.

Does SBA plan to profile the businesses impacted by Hurricane Sandy and the
impact of its assistance on the operational status and growth (in terms of revenue
and number of employees) of those businesses in the following months and years?

Answer: Each vear SBA utilizes the American Customer Satisfaction Index (ACSI) ro
survey disaster loan recipients.

Business statistics are included as outcome measures in the survey.  Included in the
survey, for Physical and Economic Injury Disaster Loans (FIDLs), borrowers are asked
if the business is in operation 6 months after full disbursement of the loan.
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On Thursday, December 13, we heard very informative testimony from all of our
witnesses, and delved into a number of specific issues related to the Hurricane Sandy
recovery efforts. While it always important to examine every detail of a recovery effort,
including this one, it also helpful to look at it broadly.

Based on your first-hand experience, what letter grade would you give the SBA for
its overall response toe Hurricane Sandy?

Thank you Senator Snowe. If I had to give a letter grade, it would probably be a B+

However, 1'd like to offer to offer a brief point to clarify. We have had several
opportunities to work with the SBA Office of Disaster Assistance during my tenure as
the State Director in New York. This dates back to the horrific circumstances of 9-11 to
the damaging ice storms of four years ago to the extreme flooding our upstate
Southern Tier Region suffered following Tropical Storm Lee.

Following 9-11, we were extremely disappointed in the attitude and working
relationship. It seemed that the attitude that was prevalent implied that no one else
could be of assistance. That reluctance to provide an open, assistive relationship has
steadily improved, including more recent requests from the Agency to encourage input
early in the process, as well as, after the fact feedback on areas that could be further
improved.

With Hurricane Sandy, we were involved in the initial siting of many of the Disaster
Recovery Centers (DRCs) and able to work with our host higher educational
institutions to arrange centrally located space in areas where necessary space would
otherwise be difficult to arrange, especially with working infrastructure (e.g. electricity,
web access and public transportation). Once established, these DRCs became small
business application, triage and assistance locations for the myriad of services needed
to facilitate recovery activities.

Is there still room for improvement? Yes. But, if recent past performance is an
indicator, I think that is guaranteed and reflects positively on the efforts of the
Committees, the Agency and the Office of Disaster Assistance to implement continuous
improvement.
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Small Business Development Centers provide invaluable educational services to
businesses cross the United States, at more than 900 locations, by helping them start-up,
expand, and diversify. SBDC assistance is particularly helpful to small businesses that
are struggling to recover from natural disasters, such as the recent and devastating
Hurricane Sandy. Despite the importance of SBDCs to recovery efforts, current law
frustrates their ability to aid in them to the best of their ability because SBDCs are not
authorized to assist small businesses outside their home states, without regard to
geographical proximity. In the Restoring Tax and Regulatory Certainty to Small
Businesses Act of 2012, which I introduced in September, 1 included a provision that
would remove this limitation.

Do you believe that permitting the SBA to authorize Small Business Development
Centers to assist small businesses outside their homes states if those small businesses
are located in areas for which the President has declared a natural disaster, without
regard to geographical proximity, would aid the Hurricane Sandy recovery efforts
in New York?

Senator Snowe, Thank you for co-sponsoring the inclusion of authorization for the
national SBDC network to share critical expertise when dealing with declared disasters
outside our home states. ASBDC whole-heartedly supports your legislation and
believes it makes perfect sense,

The SBDC national network represents a huge resource that if permitted, can be
marshaled in support of small business recovery in times of need. Collectively, our
network has probably the greatest amount of talent and expertise in assisting small
business recovery in the nation, outside of the SBA’s Office of Disaster Assistance,.

Under the direction of Deputy Administrator James Rivera, we have developed an
extremely strong working relationship at all levels and this partnership is contributing
to the timely improvement of early disaster recovery assistance to the small business
community. At the field level, small business owners affected by a disaster don’t care
where someone is from, as long as they can provide accurate and timely information
immediately after a disaster. This is so important because there are, regretfully, many
less than capable offers of assistance that tend to rush to areas of distress and prey
upon small businesses when they are most vulnerable.
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The ability to augment local SBDC resources with experienced staff from previous
disaster locations simply maximizes the benefit of the network. In support of your
legislative initiative, the SBDC network would seek to enter into a more formalized
mutnal aid agreement that would pre-designate states with experienced staffs that
would be available, an ‘on-call list’, to temporarily relocate to areas of need. In some
cases, that could help handle the surge of inquiries following a disaster and in other
instances, these experienced staff could serve as trainers for staff in areas not
previously experienced in disaster recovery.

In brief, we sincerely hope that your legislative leadership in this area is successful and
that we will have the support and authorization to be better equipped to handle calis for
assistance from our peer programs in the future, In times of disaster, we do not think
of ourselves as solely tied to our host state but rather, in the true tradition of our
nation, ready to assist the impacted wherever they reside.
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Mnited Staces Senate

WASHINGTON, DC 20510
December 6, 2012

The Honorable Karen G. Mills
Administrator

U.S. Small Business Administration
409 Third Street, SW

Washington, D.C. 20416

Dear Administrator Mills:

We write to vou regarding the disaster response of the U.S. Small Business
Administration (SBA) to Hurricane Sandy. By all accounts, the SBA was better prepared and
deployed staff quickly following Sandy - a marked difference than its sluggish and
ineffective response following Hurricanes Katrina and Rita of 2005, As of November 30™,
vour agency had already deployed over 369 staff to the impacted states. The SBA has also
begun opening 31 Business Recovery Centers {BRCs) run by the local Small Business
Development Centers (SBDCs) and State/local olficials. These centers provide a wide range
of services 10 assist businesses impacted by the hurricane.

While there have been major improvenments to the SBAs disaster programs since the
2005 hurricanes, we believe there are key atcas that still require attention. These areas are
critical to ensuring SBA’s disaster programs are clficient and responsive to the victims of
Hurricane Sandy. With this in mind, we respectiully request your attention to the [ollowing
items which may help ongoing disaster efforts from Sandy as well as the SBA’s response to
future disasters:

« Disaster Funding: As of November 26", the SBA had approximately $100 million
in administrative funding and $330 million in subsidy for the disaster loan program.
We encourage the SBA to work closely with the Congress to ensure there is
appropriate funding for these disaster accounts as well as for Small Business
Development Centers in the disaster arca.

» Coastal Barrier Resources Act Prohibition: The Coasral Barrier Resources /et
prohibits Federal financial assistunce. including SBA disaster loans. to applicants
located in the Coastal Barrier System.  We appreciate the SBA'S ongoing
coordination with relevant Federal agencies, such as the U.S. Fish and Wildlife
Service, to establish clear guidance and maps for distribution.  This coordination and
aggressive outreach needs to continue as the vast majority of disaster loan applicants
resulting from Sandy do not five in Coastal Barrier areas,

e Aquaculture Business Assistance: The Small Business Jobs det of 2010/(P.L. 111-
240) included a provision that allowed aguaculture businesses to apply for SBA
Economic Injury Disaster Loans (EIDLs). so long as disaster assistance is not
provided by other Federal agencies. We encourage the SBA to review its ability to
provide disaster assistance to small aquaculture businesses impacted by Sandy.
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Duplication of Benefits: After Hurricane Katrina, the SBA deducted Louisiana
Road Home recovery grant proceeds (funded via U.S. Department of Housing &
Urban Development Community Development Block Grants) before they were
awarded to borrowers. According to the SBA, these actions were taken to address
“duplication of benefits (DOB)” between Road Home grants and SBA disaster home
loans made to the borrowers. Deducted grant proceeds were used to pay down
balances on SBA disaster home loans. In many instances, this left disaster victims
without sufficient funds to rebuild their homes or to address needs that arose
subsequent to the disaster (such as contractor fraud, increases in building costs, or
additional damage to partially repaired homes). We understand that late last year
HUD and the SBA signed an agreement that improves agency coordination on this
issue. Please provide us with an update on this agreement and how it includes
provisions ensuring assistance for borrowers with unmet disaster needs.

Regional Outreach and Marketing of SBA Disaster Programs: The Small
Business Disaster Response and Loan Improvements Act of 2008 (P.L. 110-246)
required the creation of a marketing and outreach plan, including regional marketing
ahead of disasters likely to occur in each area of the country. While SBA disaster
loans are universal for every disaster, each disaster impacts regions/businesses
differently. Just as disaster victims must prepare differently for each disaster, the
SBA must tailor its outreach for different disasters that may impact certain parts of
the country — including targeted outreach before annual disaster seasons. We request
that the SBA provide an update on regional disaster outreach in the East Coast this
year and prominently feature hurricane-related information in future agency disaster
outreach in this region.

Guaranteed Disaster Loan Pilot Programs: The Small Business Disaster Response
and Loan Improvements Act of 2008 (P.L. 110-246) also created two Guaranteed
Disaster Loan Pilot Programs (a $25,000 Immediate Disaster Assistance Program and
a $150,000 Business Expedited Disaster Loan Program). In subsequent
Appropriations cycles, Congress has provided the SBA with the necessary funds to
test these programs with local lenders. In the event that these programs may be
activated for Hurricane Sandy, we request an update on the SBA’s piloting of these
programs, its review of lessons learned, and the promulgating of final regulations.

In closing, we thank you for your consideration of this request. For our part, we

remain committed to ensuring that the SBA has the sufficient resources and authority
necessary to effectively respond following Hurricane Sandy and future disasters.

Sincerely,
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Ripchensky, Darla (SBC)

From: Sanchez, Ami (SBC)

Sent: Monday, December 17, 2012 1:23 PM

To: Ripchensky, Darla (SBC)

Ce: Johnson, Alex (S8C)

Subject: Committee Insert for 12/13/12 Hearing: Map of Federal Disaster Assistance Locations
Attachments: Sandy Disaster Assistance Map_FINAL 12.17.12.pdf

Hi Darla,

Per our conversation, please find the attached map for inclusion in the record for the hearing held on Thursday,
December 13, 2012. if you couid please include the following note with the insert, | would greatly appreciate it:

wemet= | Tioont oLoeir mont_one! ]

Ami M, Sanchez » N
Counsel 7 L{;if(jo
Chair Mary Landrieu K N
Senate Committee on Small Business and Entrepreneurship \ LoD ¥ )él[{ (M
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Fax: (202) 228-1814 (PP §
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l ll Association of
= » & Small Business

l ' I Development Centers.

8990 Burke Lake Road, 2ud Floor, Burke, VA 22015 1ol 703-764-9850 T Fax: 703-764-1234 | E-mail: info@asbdc-us.org

| i

December 13, 2012

Honorable Mary Landrieu

Chair

Committee on Small Business and Entreprencurship
United States Senate

428A Russell Senate Building

Washington, DC 20515

Dear Senator Landrieu,

Thank you for giving the Association of Small Business Development Centers (ASBDC) the
opportunity to testify before your committee on the issues facing small businesses struggling to
recover in the wake of Hurricane Sandy. As Jim King, our ASBDC Chairman and Director of
the New York State Small Business Development Center (SBDC) network pointed out, this
recovery effort will take years and require substantial resources.

President Obama has already taken a significant first step in addressing those resource issues
with his Supplemental Disaster Funding request for $60.4 billion dollars. You and your Senate
colleagues are already moving forward with that request and the small businesses of New York,
New Jersey and the other affected areas appreciate your swift action.

As you know, that supplemental request contains $20 million for small business technical
assistance through SBA partners like SBDCs. This funding will be instrumental in allowing
SBDCs to both meet the needs of small businesses affected by the disaster and continue to meet
the ongoing service needs of the small business community. As Mr. King testified, SBDC
resources are already stretched to the breaking point as they shift what resources they can to
respond to the disaster victims. However, there is a restriction in the SBDC authority that would
make the application of these supplemental funds difficult and could complicate the recovery
process.

Under the section 21(b)(3) of the Small Business Act (15 USC 648(b)(3)) SBDCs are limited in
their ability to provide services across state lines. This prevents SBDCs dealing with disaster
recovery, like New York and New Jersey, from being able to draw upon the resources available
in our nationwide network of nearly 1.000 centers with over 4,500 business advisors. It likewise
prevents states with great experience in disaster recovery assistance like, Louisiana and Florida,
from providing assistance to their colleagues.
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We would respectfully urge you and your colleagues to include language in the pending Disaster
Supplemental to waive the SBDC geographic service restriction for the purposes of providing
disaster support and assistance. This waiver need not be permanent, as I know you are working
on a reauthorization bill to address this issue, amongst others. However, even a temporary
waiver for the purposes of the pending Hurricane Sandy response would greatly expand the
ability of SBDCs to rebuild the small business in the Northeast.

Thank you again for kind attention and continuing support of small business.

Sincerely,

C. E. *Tee” Rowe
President/CEO
ASBDC
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December 10, 2012

Testimony from Manhattan Chamber of Commerce re SBA Response to Sandy &
Needs of the Business Community

Our local small businesses who have had damage and no flood insurance nor
business interruption insurance (the majority of small businesses, unfortunately) are
not in a position to take advantage of offerings by SBA for low interest loans (4% and
6% if you have assets ie own home). They are wary of loans at this time and also
find the paperwork overwhelming as they are trying to get back on their feet. FEMA
has been a big help as has our city’s government in other ways as well but working
capital is needed to get businesses re-opened and functioning. With economic
conditions in the past several years, small businesses have very little savings, no
access to lines of credit, etc. and run their businesses day to day. And now with
Sandy and so many areas in Lower Manhattan without power, the customers and
clients are just not there to even manage day to day.

Since small businesses provide so many jobs, perhaps there can be some tax relief
for the employer and/or some type of matching grant if they are able to sustain and
even hire new employees.

And something similar for those who have to purchase new equipment to get back up
and running-tax credits, etc.

One issue | noted which is not just a business issue but issue for residents as well is
that FEMA is only working with US Citizens. | know an individual who has a green
card, works/owns in a business in Texas (IT) and is also attending NYU Grad
program. He lost everything at his home in Long island and is getting absolutely no
help. | fully appreciate that FEMA is not about to support those who are non-US
citizens and in this country iliegaily but | think you cannot make a sweeping statement
that will only help “US Citizens.” We need to take into account those with green cards
who are living here legally and are contributing members of our society.

Best Regards,

} Pi('
Nancy Ploeger
President

e

Renald | Paltrowitz
Chairman

Ps. Good overview in recent NY Times article about status of Lower Manhattan..

htip.//www nytimes com/2012/12/10/nyregion/lower-manhattan-continues-to-grapple-
with-recovery.htmi?ref=nyregion& r=0
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