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Small Business Disaster Response and Loan Improvements Act of 2008

General Information about the Law

• The Small Business Disaster Response and Loan Improvements Act amends

Small Business Act provisions relating to various aspects of SBA’s Disaster

Assistance Program.

• The law enables SBA to provide a more comprehensive and aggressive response

to future disasters.

• Certain provisions authorizing expanded private-sector support take effect only in

the aftermath of an extraordinary and devastating catastrophic incident (similar in

size or scope to 9/11 or Hurricane Katrina), and then only if the agency deemed

itself unable to carry the expected workload.

Process for Implementation of the Law

• The law was recently enacted (with our support), but programs of this level of

complexity take time to implement.

• Ensuring the new loan programs are effective, efficient, and will work the first time

they are activated will take time; it will be at least several months before we launch

most of the new loan programs. Many of these provisions must be codified in

regulations prior to implementation.

• Final regulations concerning two of the new loan programs are to be issued (at the

latest) one year after the date of enactment of the law -- 5/22/09.

• It’s important to note that most of the provisions concerning SBA in the law were

codifications of reforms already made in disaster assistance, or authorized activities

that SBA had been considering.

Processing Disaster Loans

• The SBA is authorized to hire qualified private contractors to process direct

disaster loans in the event of a major disaster to ensure timely processing of

applications. SBA’s Office of Disaster Assistance currently has contracts in place

for disaster loan processing.

• The SBA may also work with qualified lenders or loss verification professionals

to verify losses for loans in the event of a major disaster
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Disaster Loan Amounts and Collateral

• The SBA has the authority to increase the maximum loan amount for business

disaster loans from the current $1.5 million to $2 million.

Private Guaranteed Disaster Loan Program

• In the event of an extraordinary and devastating catastrophic disaster, the SBA

can authorize qualified private lenders and preferred lenders to make guaranteed

disaster loans to homeowners, renters and businesses. These loans will carry the

same terms as SBA direct disaster loans.

• Qualified private lenders will be eligible to make guaranteed disaster loans to

businesses, but only preferred lenders will be authorized to make guaranteed

disaster loans to homeowners and renters.

• The maximum amount of a loan guaranteed under this program is $2 million.

SBA is authorized to provide an 85% guaranty.

• A qualified private lender or preferred lender may use its own loan documentation

for a loan guaranteed under this program, to the extent authorized by SBA.

• In order to implement this program, the SBA needs to take several steps including

identifying and training lenders in SBA disaster lending requirements.

• This program also requires specific federal funding before it can be implemented.

Immediate and Expedited Guaranteed Disaster Loan Programs

• Under the Immediate Disaster Assistance Program, private lenders can make

an 85% guaranteed disaster bridge loan of up to $25,000 to eligible

businesses. SBA will approve or decline the loan application within 36 hours

of receipt.

• The Expedited Disaster Assistance Loan Program authorizes private lenders,

in the event of an extraordinary and devastating catastrophic disaster, to make

guaranteed disaster loans of up to $150,000 to eligible small businesses for a

term not to exceed 180 days at a still-to-be-determined interest rate.

• Both Immediate and Expedited Disaster Assistance guaranteed loans can be

refinanced by SBA direct disaster loans.
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• These guaranteed bridge loans will get financial assistance to businesses while

they await processing or disbursement of their SBA direct disaster loan.

(Unless the loss is covered by insurance)

• In order to implement these programs, SBA needs to take several steps

including identifying and training lenders in SBA disaster lending

requirements.

• These programs also require specific federal funding before they can be

implemented.

Near-Term Implementation

• While many provisions of the law will take at least several months to implement,

a few have already been implemented or will be shortly for disasters declared on

or after the date the statute became effective --- May 22, 2008. This includes all

disasters declared for the Midwest Floods. These provisions include:

• Increasing the maximum loan amount for business disaster loans from $1.5

million to $2 million.

• Raising the maximum unsecured direct physical disaster loan amount from the

current $10,000 to $14,000. The increased maximum will be made retroactive to

cover loans approved in disasters declared on or after May 22, 2008.

• Eligible non-profit organizations in the declared disaster areas will now be able to

apply for SBA’s Economic Injury Disaster Loan Program.

• SBA’s standard Net Earnings Clause (applicable to disaster loans over $1 million)

will be amended to extend the period before supplemental payments begin to five

years after initial repayment starts.

• SBA will change the calculation for disaster mitigation loan eligibility from 20%

of total physical disaster loan eligibility to 20% of the total amount of the loss

(whether compensated for by insurance or otherwise).

Appendix: Recent Midwest Floods

• The law’s provisions have not been implemented yet, except as noted above.

• Furthermore, the size and scope of this disaster does not meet the criteria set forth

in the law for the activation of the Private Disaster Loan Program or the

Expedited Disaster Assistance Loan Program. We have activated our SBA

disaster response teams and have enough internal resources in place to respond to

the expected loan demand.
