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SMALL BUSINESS ADMINISTRATION

Agency Has Controls to Comply with Paperwork
Reduction Act but Could Improve Accessibility and
Consistency of Disaster Loan Information

What GAO Found

The Small Business Administration (SBA) process for complying with the
Paperwork Reduction Act (PRA) includes a number of controls to help disaster
business loan forms comply with the act and Office of Management and Budget
(OMB) requirements (see figure). For example, SBA has a standard operating
procedure that documents its clearance process; a requirement to solicit public
comments; and a requirement that offices of Disaster Assistance, General
Counsel, and Inspector General review submission packages for PRA clearance.
SBA surveys business loan applicants to solicit suggestions for improving the
loan process. The disaster business loan forms also include a valid OMB control
number, as required by PRA.

Small Business Administration’s Paperwork Reduction Act Clearance Process

SBA
identifies
loan forms
expiring in
& months A

ODA  Office of Disaster Assistance
OGC Office of General Counsel

0IG Office of Inspector General

OMB Office of Management and Budget
SBA Small Business Administration

Source: GAO analysis of SBA's Standard Operating Procedure 00 30 3. | GAO-17-67

' Paperwork
Reduction Act

submission

1 package

SBA has implemented and planned actions to streamline the disaster business
loan process, but the agency has not made loan-related information and
requirements easily accessible or consistent, or defined key terms, contributing
to applicants’ burden. SBA’s 2015 Performance Report set out the agency’s
recent and planned actions, including streamlining the loan process and
enhancing online loan application capabilities. SBA has published written and
electronic materials about the disaster loan process, but applicants cannot easily
access these materials from SBA’s dedicated disaster loan web portal, contrary
to federal guidelines for improving digital services. Also, SBA’s materials provide
inconsistent information on the process, required documents, and estimated
processing time frames. Business loan applicants reported that they found the
documentation requirements confusing and the application time frames unclear.
PRA and an OMB directive on open government generally state that agencies
should explain the collection and use of information and promote transparency
by providing the public with information about government activities. Similarly,
some Small Business Development Centers told GAO that loan applicants have
expressed confusion over undefined financial terminology in SBA’s loan
application, particularly terminology in the required personal financial statement.
Federal law requires agencies’ forms be written using plain language that is
appropriate for the intended audience. Improved integration of electronic
resources and consistency of information in SBA’s materials would help business
disaster victims better access resources and understand the disaster loan
process and expected time frames. Further, providing definitions of loan
terminology can help reduce victims’ confusion.
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GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

November 21, 2016

The Honorable David Vitter

Chairman

The Honorable Jeanne Shaheen

Ranking Member

Committee on Small Business and Entrepreneurship
United States Senate

The Honorable Steve Chabot
Chairman

The Honorable Nydia Velazquez
Ranking Member

Committee on Small Business
House of Representatives

According to the Small Business Administration (SBA), the agency
received more than 40,000 disaster business loan applications from fiscal
years 2010 through 2014, and estimated that applicants spent on average
a total of more than 25,000 hours per year filling out disaster business
loan application forms." SBA’s Office of Disaster Assistance (ODA)
administers the Disaster Loan Program, and its mission is to provide
affordable, timely, and accessible low-interest disaster loans to
businesses of all sizes and others to repair or replace real estate,
personal property, machinery and equipment, and inventory and business
assets that have been damaged or destroyed in a declared disaster. The
Paperwork Reduction Act of 1995 requires agencies to minimize the
paperwork burden on individuals and small businesses and maximize the
utility of information collected by agencies.? We previously reported in
2014 that, following Hurricane Sandy, business owners found the disaster
loan application documentation requirements to be time-consuming and
onerous, and that SBA did not meet its timeliness goals for processing

"For disaster business loan applications, SBA’s annual average figure is based on the
average number of loan applications for fiscal years 2010 through 2014. SBA excluded
the high and low activity years (fiscal years 2013 and 2014, respectively) to arrive at this
average.

2Pub. L. No. 104-13, 109 Stat. 163 (codified at 44 U.S.C. §§ 3501-3521).
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disaster business loan applications, which resulted in delays in disaster
victims’ receipt of loan funds.?

The Recovery Improvements for Small Entities After Disaster Act of 2015
includes a provision for us to evaluate the steps that SBA has taken to
comply with the Paperwork Reduction Act in administering its Disaster
Loan Program.* Specifically, this report examines (1) controls in SBA’s
process for complying with the form renewal requirements of the
Paperwork Reduction Act in administering its Disaster Loan Program, and
(2) SBA’s recent and planned actions to reduce the burden of business
loan applicants for the Disaster Loan Program.® Although the processes
we are evaluating apply to disaster loans for homeowners and
businesses, this report focuses on disaster business loans for
businesses.

To examine the first objective, we reviewed and analyzed applicable
federal laws, regulations, and guidance, including SBA policies and
procedures, to identify relevant Paperwork Reduction Act requirements
and SBA’s processes and controls for meeting the act’s requirements. We
assessed SBA’s Paperwork Reduction Act compliance process and
controls against internal control principles to determine the effectiveness
of SBA’s process and controls.® We also interviewed SBA officials to
understand SBA’s compliance with the act’s requirements and the
effectiveness of SBA’s controls.

To examine the second objective, we reviewed relevant federal guidance
and reports to identify SBA’s recent and planned actions as well as
leading practices intended for burden reduction. We analyzed SBA and

3See GAO, Small Business Administration: Additional Steps Needed to Help Ensure More
Timely Disaster Assistance, GAO-14-760 (Washington, D.C.: Sept. 29, 2014).

“Pub. L. No. 114-88, § 2302, 129 Stat. 686, 696. The act is also known as the RISE After
Disaster Act of 2015.

5According to SBA officials, although SBA does not differentiate among business loan
applicants with respect to business size, the majority of business loan applicants are small
businesses.

6GAO, Standards for Internal Control in the Federal Government, GAO-14-704G
(Washington, D.C.: September 2014). Throughout this report, discussions of internal
controls refer to the principles as defined in GAO-14-704G.
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third-party customer satisfaction surveys to obtain business loan
applicants’ and business loan recipients’ feedback about the extent to
which SBA has reduced burdens or enhanced processes for loan
applicants. We conducted semi-structured interviews with a
nongeneralizable sample of eight Small Business Development Centers
(SBDC)—SBA'’s resource partners that provide disaster assistance to
businesses—to identify burdens encountered by business loan applicants
and their suggestions for addressing challenges. We selected our sample
of eight SBDCs based on county-level disaster loan approvals for 2012 to
April 1, 2016.” We also interviewed SBA representatives to obtain SBA’s
plans to and actions taken that further reduce burden or enhance
processes for business loan applicants. We assessed SBA’s actions
against criteria for accessibility of and plain writing in government
information as found in federal Guidelines for Improving Digital Services,
an Office of Management and Budget directive, the Plain Writing Act, and
the Paperwork Reduction Act. Appendix | contains a more extensive
discussion of our scope and methodology.

We conducted our work from February 2016 to November 2016 in
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Background

SBA Disaster Loan
Program

According to SBA officials, when a disaster is declared in an area, a staff
member from an SBA field operations center, located in Atlanta, Georgia,
or Sacramento, California, contacts the area’s SBDC network to identify a
site for setting up a business recovery center, which may be the local

"We selected this time period to include SBDCs in different geographic regions with
experiences in a variety of disasters. Among the eight SBDCs we interviewed, one
experienced a disaster in 2012, two experienced a disaster in 2013, one experienced a
disaster in 2014, one experienced a disaster in 2015, and three experienced a disaster in
2016.
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SBDC office. Officials added that SBDC staff members co-locate in a
business recovery center, when possible, so business loan applicants can
access SBDC services at the center. Additionally, SBA officials said that
SBDCs help SBA by doing the following:

« conducting local outreach to disaster victims,

« assisting declined business loan applicants or applicants who have
withdrawn their loan applications with applications for reconsideration
or re-acceptance,

« assisting declined applicants in remedying issues that initially
precluded loan approvals, and

« providing business loan applicants with technical assistance, including
helping businesses reconstruct business records, helping applicants
better understand what is required to complete a loan application,
compiling financial statements, and collecting required documents.

SBA offers two types of disaster loans for businesses: (1) Physical
Disaster Loans, which help replace damaged property or restore property
to pre-disaster condition, and (2) Economic Injury Disaster Loans, which
provide working capital to help small businesses survive until normal
operations resume after a disaster. See table 1 for additional details of
both types of disaster business loans.

Table 1: Characteristics of Disaster Business Loans, as of 2016

Physical Disaster = Economic Injury
Loan characteristics Loan Disaster Loan

Maximum loan amount is $2 million (also v v
applies if approved for both Physical and
Economic Injury Disaster Loans)

Applicant generally may have up to 30 years v v
to repay the loan

Annual interest rate will not exceed 8 v X
percent if applicant has credit elsewhere®

Annual interest rate will not exceed 4 v v
percent if applicant cannot obtain credit

elsewhere

Collateral generally not required for loans v v

$25,000 and under”
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Physical Disaster = Economic Injury

Loan characteristics Loan Disaster Loan
Loan generally may be used on the v X
following:

« Damaged real property

« Machinery

« Equipment

«  Fixtures

« Inventory
« Leasehold improvements

Loan may be used on the following: X v
« Business obligations
« Business operating expenses

Loan cannot be used to upgrade or expand v X
a business, unless required by local building

codes

Loan cannot be used to refinance debt X v

incurred prior to the disaster, provide
working capital needed before the disaster,
or replace sales or lost profits

Legend:

v =yes

X = not applicable

Source: Small Business Administration’s website available at https://www.sba.gov/loans-grants/see-what-sba-offers. | GAO-17-67

®Economic Injury Disaster Loans are available only to small businesses when SBA determines that
they are unable to obtain credit elsewhere. See 13 C.F.R. § 123.300(b).

®Following the passage of the Recovery Improvements for Small Entities After Disaster Act of 2015,
the collateral threshold is now $25,000 for all loans in all disasters. Unless extended by Congress,
after November 25, 2018, the threshold will return to $14,000 for Physical Disaster Loans in non-
major disasters. See Pub. L. No. 114-88, § 2102, 129 Stat. 686, 690. SBA finalized regulations
implementing this change on October 3. See Disaster Assistance Loan Program; Disaster Loan
Mitigation, Contractor Malfeasance and Secured Threshold, 81 Fed. Reg. 67901 (Oct. 3, 2016).

SBA has divided the disaster loan process into three steps: application,
verification and loan processing, and closing, as shown in figure 1. This
report focuses on step 1, the loan application process. Physical Disaster
Loan applicants have 60 days and Economic Injury Disaster Loan
applicants have 9 months from the date of disaster declaration to apply
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for a loan.8 Disaster victims may apply for a disaster business loan
through the Electronic Loan Application online portal or by paper
submission.® The information from online and paper applications is
loaded into SBA'’s Disaster Credit Management System, which is the
system SBA uses to process loan applications and make determinations
for its disaster loan program.

8sBA publishes notices of disaster declarations in the Federal Register. The notices
generally include the application deadline and the location for filing a loan application. 13
C.F.R. § 123.3(b). According to SBA officials, for major disasters, SBA adopts the same
deadline for Physical Disaster Loans that the Federal Emergency Management Agency
sets for disaster victims to register for disaster assistance. SBA officials said this deadline
is generally 60 days after publication of the disaster declaration in the Federal Register,
but may be longer. If the Federal Emergency Management Agency extends the
registration period beyond 60 days, SBA grants the same extension for Physical Disaster
Loans. For SBA-declared disasters, officials said that SBA sets its own application
deadline for Physical Disaster Loans and Economic Injury Disaster Loans.

9SBA implemented the Electronic Loan Application online portal in August 2008. In 2008,
17 percent of loan applications were submitted electronically. In 2016, 90 percent of loan
applications were submitted electronically.
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Figure 1: SBA’s Three-Step Disaster Business Loan Process, as of 2016
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Source: GAO and Small Business Administration d ion. | GAO-17-67

®Physical Disaster Loan applications are due 60 days from the date of disaster declaration, and
Economic Injury Loan applications are due 9 months from the date of disaster declaration.
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Paperwork Reduction Act

The Paperwork Reduction Act seeks to “ensure the greatest possible
public benefit from and maximize the utility of information created,
collected, maintained, used, shared, and disseminated by or for the
Federal Government.”'° A collection of information, such as forms,
includes a request for information from 10 or more persons to be
submitted to the federal government.’" The act requires agencies to
establish a process for evaluating and approving collections of
information.? The act created the Office of Information and Regulatory
Affairs (OIRA) within the Office of Management and Budget (OMB) to
perform all Paperwork Reduction Act functions.’® As part of the review
process for a collection of information, OMB’s director must determine
whether or not an agency’s proposed collection of information should be
approved for public use.' The director may approve a collection of
information for a maximum of 3 years.' Agencies are required to renew
information collection forms before expiration to maintain a valid OMB
control number.

In addition to the process requirement, the act includes broader
requirements, including that agencies reduce information collection
burdens on the public, ensure that the public has timely and equitable
access to public information, and improve information technology
practices to reduce burden.®

%4 u.s.C. § 3501(2).

44 Uus.C. § 3502(3), 5 C.F.R. § 1320.3(c), and OIRA’s April 7, 2010, “Memorandum for
the Heads of Executive Departments and Agencies, and Independent Regulatory
Agencies: Information Collection under the Paperwork Reduction Act,” p. 2.

1244 U.S.C. § 3506(c)(1).

B4 us.c. § 3503. Under the Paperwork Reduction Act, OMB is required to issue an
annual report to Congress on the paperwork burden imposed on the public by the Federal
government. 44 U.S.C. § 3514(a). To satisfy this Paperwork Reduction Act requirement,
on behalf of OMB, OIRA annually issues the Information Collection Budget, but has not
yet released the budget for 2015.

1444 U.S.C. § 3504(c)(1).
1544 U.S.C. § 3507(q).

1®See, e.g., 44 U.S.C. § 3506(b)(1), (d)(1), and (h)(4).
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SBA Disaster Loan SBA’s disaster business loan application forms are examples of a

Application Forms collection of information, so each form must be approved by OMB. SBA
requires all disaster victims in need of a disaster business loan to submit
the applicable loan application forms. To apply for a loan, a disaster
victim must complete the required disaster business loan application
forms (see app. Il) and relevant additional forms:

« SBA Form 5 — Disaster Business Loan Application; OMB Control
Number 3245-0017; expiring on January 31, 2018 (see app. I, fig. 5).

« SBA Form 413D — Personal Financial Statement; OMB Control
Number 3245-0188; expiring on January 31, 2018 (see app. I, fig. 6).

« SBA Form 1368 — Additional Filing Requirements Economic Injury
Disaster Loan and Military Reservist Economic Injury Disaster Loan;
OMB Control Number 3245-0017; expiring on January 31, 2018 (see
app. Il, fig. 7).

o SBA Form 159D — Fee Disclosure Form and Compensation
Agreement; OMB Control Number 3245-0201; expiring on October 31,
2017 (see app. Il, fig. 8).

« Internal Revenue Service (IRS) Form 4506-T — Request for Transcript
of Tax Return; OMB Control Number 1545-1872; expiring on
December 31, 2016 (see app. Il, fig. 9).

Figure 2 shows that, according to SBA, in fiscal year 2014 it took a
disaster business loan applicant approximately 4.5 hours to complete all
the relevant forms, including gathering required documentation such as
the most recent tax return.

Figure 2: SBA Estimated Hours to Complete SBA’s Disaster Business Loan Application Forms in Fiscal Year 2014

Estimated time to complete all applications Estimated time to complete one application (per applicant)
Form 5: Disaster Business Loan Application 13,216 ﬁ 2.0
Form 413D: Personal Financial Statement 9,912 ﬁ 1:5
Form 1368: Additional Filing Requirements 2,198 - 1.0
Form 159D: Compensation Agreement
» “ 12 I it ~4.5 hours
0 3 6 9 12 15 00 05 10 15 20
Hours (in thousands) Hours

Source: Small Business Administration documentation. | GAO-17-67
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SBA Generally Meets
Paperwork Reduction
Act Form Renewal
Requirements
through Its Clearance
Process and Internal
Controls

SBA’'s Form Renewal
Process Generally Meets
Paperwork Reduction Act
Requirements

Consistent with the Paperwork Reduction Act’s requirement that agencies
establish a review process, SBA’s Records Management Division
oversees SBA’s Paperwork Reduction Act Clearance Process, which is
documented in a standard operating procedure (SOP). The Paperwork
Reduction Act requires an agency to establish a process to evaluate an
information collection. SBA’s 2006 Forms Management Program, SOP 00
30 3, provides written operating procedures for the agency’s Paperwork
Reduction Act clearance process.'” Figure 3 shows the overall process.
First, Records Management Division officials identify which SBA forms
will expire in 6 months, determine the program office responsible for each
form, and issue an expiration memorandum to the program office with a
timeline to complete the Paperwork Reduction Act clearance process.
The Records Management Division uses the Regulatory Information
Service Center and Office of Information and Regulatory Affairs
Consolidated Information System, OMB’s electronic system, to identify
which collections of information, such as loan application forms, will
expire in 6 months. Next, Records Management Division officials said
they solicit public comments and coordinate with the relevant program
offices as well as Office of General Counsel (OGC) and Office of
Inspector General (OIG) to evaluate the information collection. After the
internal reviews are completed, the Records Management Division
submits the Paperwork Reduction Act submission package to OMB
electronically and concurrently posts a 30-day Federal Register notice
seeking public comment on the proposed collection of information.

17Small Business Administration, The Forms Management Program, SOP 00 30 3
(Washington, D.C.: Dec. 27, 2006).

185 C.F.R. § 1320.10(a).
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Following this comment period, OMB notifies SBA whether it has
approved SBA’s Paperwork Reduction Act submission package and, if
approved, provides the OMB control number and expiration date for the
approved forms.

Figure 3: Small Business Administration’s Paperwork Reduction Act Clearance Process, as of 2016

SBA
Form 58 P
> 2
—> 0GC —y
Loan forms | gublic
expiring in OGC reviews package

__ 6 months

PRA submission 7 9
package g SBA ae
_ ! ‘ Form 58 ( 7
RMD identifies SBA disaster ODA sends completed package to ’ RMD electronically submits OMB notifies SBA of
business loan forms expiring OGC and OIG along with signed Mo / completed package to OMB approval decision and
in 6 months. SBA's Form 58. after 60-day comment period. sends notice of action
to RMD.
OIG reviews package
ODA  Office of Disaster Assistance
|—I= RMD sends loan forms 5 and 1368 to ODA for renewal SI%C 8#:2: 8; ﬁ:gg;&?&:ﬂ:ﬁ;l
(forms 413D and 159D sent to other program offices) OMB Office of Management and Budget

PRA Paperwork Reduction Act
SBA RMD Records Management Division (under Chief Operating
Form 58 | Internal process used to track SBA PRA completion process Officer's Office of Aministrative Service)
SBA  Small Business Administration

Source: GAO analysis of SBA's Standard Operating Procedure 00 30 3. | GAO-17-67

SBA’s requirement that program offices complete and sign routing forms
aligns with Paperwork Reduction Act requirements that the head of an
agency certify that the information collection is necessary for the proper
performance of the agency’s functions.?’ The Records Management
Division coordinates the program office reviews. For example, ODA
oversees the renewal of Forms 5 and 1368. Two forms, OMB Form 83-|
and SBA’s Form 58, document that program offices involved in the

9See 44 U.S.C. § 3507. OMB notifies SBA within 60 days of receipt of the Paperwork
Reduction Act submission package or the publication of the Federal Register notice,
whichever is later. 44 U.S.C. § 3507(c)(2).

2044 U.S.C. § 3506(c)(3)(A).
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collection of information have reviewed and approved the Paperwork
Reduction Act submission package. The first form is OMB Form 83-I,
which is OMB’s Paperwork Reduction Act submission form that an
agency uses to certify that it is in compliance with the Paperwork
Reduction Act requirements by identifying the type and purpose of the
collection information being submitted to OMB. Form 83-I also includes a
supporting statement, which justifies the necessity of a collection of
information and use of statistical methods to reduce burden, if applicable.
The second form is SBA’s Form 58, which is SBA’s Record of Clearance
and Approval that tracks the completion of SBA’s Paperwork Reduction
Act Clearance Process. SBA program offices responsible for the renewal
of the collection of information, such as ODA, complete these forms and
document approval by the necessary SBA stakeholders.

SBA'’s requirement that OGC review and provide feedback on each
Paperwork Reduction Act submission package before it is sent to OMB
conforms to the act’s requirements for independent review of the
information collection.?' The Paperwork Reduction Act requires an
agency to establish an independent process that evaluates whether or not
the Paperwork Reduction Act submission package meets the act’s
requirements.?? SBA Form 58 allows the involved program offices and
OGC to review the Paperwork Reduction Act submission package and
verify its compliance with the act’s requirements. OGC officials stated that
they review OMB Form 83-I, supporting statements, and applicable
information collection instruments to ensure compliance with Paperwork
Reduction Act requirements. OGC also determines whether recent
statutory, regulatory, or other changes are reflected in the collection of
information and described in the supporting statement document.

OIG also reviews and comments on each Paperwork Reduction Act
submission package before it is sent to OMB. According to OIG officials,
their comments are intended to make the program stronger and address
difficulties encountered in criminal, civil, or administrative matters that
changes to the form could help avoid in the future. OIG officials said they
also review for clarity and check for issues and deficiencies that OIG has
identified in prior audits. OIG officials stated that they do not sign the SBA

21SOP 00 30 3, Chapter 2, paragraph 5(b).
2244 U.S.C. § 3506(c)(1).
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Form 58 to preserve their independence and not create a perception that
the OIG endorses a program office’s document. According to SBA, the
agency’s policy to have both OGC and OIG review and have OGC sign-
off on a Paperwork Reduction Act submission package helps the agency
not only to achieve its goal of getting OMB to approve the package prior
to the expiration of a disaster business loan form, but also to identify and
address risks or areas of noncompliance.

SBA Has Internal Controls
to Monitor Compliance
with Form Renewal
Process

Consistent with applicable federal internal controls, SBA has a monitoring
system to identify and remedy deficiencies in the Paperwork Reduction
Act clearance process. Federal internal control standards state that
management should establish and operate activities to monitor controls
and that management should also remediate identified internal control
deficiencies on a timely basis.?® According to SBA officials, as part of its
monitoring system, if a program office is nonresponsive or fails to meet
the timelines outlined in its expiration memorandum, then the Records
Management Division may elevate the issue to the Chief Operating
Officer, who would contact the program office’s Associate or Assistant
Administrator to address the matter. Records Management Division
officials also said that they may obtain from OMB an extension of an
expiration date so that a collection of information is not out of compliance
with the Paperwork Reduction Act.

We found that SBA’s disaster business loan application forms generally
include the required elements, such as having an OMB control number,
valid expiration date, an estimate of how long it will take to complete the
form, and a statement notifying applicants that they are not required to
respond to the request for information if the form does not display a valid
OMB control number.?* We also observed from a demonstration that the
Electronic Loan Application disaster business loan application forms
include the OMB control number, expiration date, and a disclaimer that if
the OMB control number is missing, an applicant is not required to
complete the forms.

BGA0-14-704G.
2444 U.S.C. §§ 3506(c)(1)(B).
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Although SBA’s disaster business loan forms generally are in compliance
with these Paperwork Reduction Act requirements, we identified three
instances of noncompliance.?® Consistent with OMB’s finding in its 2014
Information Collection Budget Report, we found an instance of
noncompliance when SBA’s Form 159D — Fee Disclosure and
Compensation Agreement was not submitted for OMB’s review prior to its
expiration date.?® SBA was aware of this violation, and to address it,
Records Management Division officials said that the program office
responsible for Form 159D instituted personnel and operational changes,
including weekly reviews of pending expirations, progress reports for
renewals in progress, and designation of individuals accountable for
Paperwork Reduction Act compliance. In addition, we found that SBA
Form 159D — Fee Disclosure and Compensation Agreement did not have
an expiration date and SBA Form 413D — Personal Financial Statement
did not include a statement informing applicants that they do not have to
complete a form that does not display a valid OMB control number. SBA
officials corrected these forms in October 2016.

SBA’s Records Management Division officials told us that it documents
any deficiencies in a memorandum to the appropriate program office and
directs that office to remedy the issue in consultation with other program
offices, if necessary. Records Management Division officials also said
that the program office resubmits the collection of information to the
division. Records Management Division officials added that no standard
time frames have been set for remediation because timing depends on
when the deficiency is identified and the nature and complexity of the
issue.

In addition to the Paperwork Reduction Act clearance process and the
related monitoring system, SBA has feedback mechanisms in place. The
federal internal control standards state that management should use
quality information to achieve its objectives. SBA uses two survey

Zwe reviewed the following paper application forms: (a) OMB Form 83-I, (b) OMB Form
83-I supporting statement, and (c) SBA Form 58 related to: SBA Forms 5 and 1368 for
years 2008, 2011, and 2014; SBA Form 159D for years 2009, 2013, and 2014; and SBA
Form 413D for years 2008, 2011, and 2014. See appendix | for more information.

As of October 2016, OIRA has not released its fiscal year 2015 Information Collection

Budget Report. SBA requires Form 159D when an agent or representative receives
payment to complete the disaster loan forms on behalf of a business owner.
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instruments to solicit customer feedback from a sample of business loan
applicants and recipients (see app. lll). According to SBA officials, SBA
uses the surveys, both administered by phone, to solicit input and
suggestions for improvements. First, SBA contracts with a third-party
group to administer the American Customer Satisfaction Index (ACSI)
survey.?” Second, SBA’s Customer Service Center conducts its own
customer satisfaction survey to solicit feedback from selected business
loan applicants and recipients, including suggestions for improving the
disaster loan process.?® One question from the Customer Service Center
questionnaire asks, “Based on your experience with the SBA, do you
have any suggestions for making the process easier?” According to SBA
officials, the collected suggestions undergo multiple levels of
consideration within SBA’s Continuous Improvement Process Board and
ODA’s Associate Administrator decides whether to implement a
recommendation.? In addition to receiving suggestions from loan
applicants, the Continuous Improvement Process Board receives
suggestions from SBA employees.

2"The ACSI is a national indicator of customer evaluations of the quality of goods and
services available in the United States. According to the annual report on ACSI survey
results, the ACSI measures customer satisfaction among government programs.
According to SBA officials, it provides a sample list of loan applicants and recipients for
the ACSI, so not every loan applicant and recipient is administered the ACSI. For
example, for fiscal year 2015, among the 33,743 loan applicants, SBA selected a sample
size of about 17 percent of applicants who were contacted by a third party to take the
ACSI. The final response rate was 12 percent.

283BA officials said that on occasion a disaster victim may call the Customer Service
Center for information prior to applying for a loan. ODA would still consider this caller as a
loan applicant for the Customer Service Center survey.

290DA created the Continuous Improvement Process Board in 2012 to “receive and
evaluate process improvement suggestions.” The board was created as a result of a prior
GAO recommendation for creating a process to address identified problems in the disaster
loan application process for future applicants. The board is composed of 17 members,
including representatives from each ODA office (administrative, human resources
department, Customer Service Center, and field operations teams). The board members
are selected to serve 2-year terms by ODA’s Associate Administrator. See GAO, Small
Business Administration: Additional Steps Should Be Taken to Address Reforms to the
Disaster Loan Program and Improve the Application Process for Future Disasters,
GAO-09-755 (Washington, D.C: July 29, 2009). SBA formed the board in March 2012, and
GAO has closed the recommendation as implemented.
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SBA Plans to
Continue
Streamlining the
Process, but Could
Do More to Integrate
and Clarify Available

Information
Resources
SBA Has Implemented Recent and planned actions for the disaster loan program, described in
Some Actions and Has SBA's Fiscal Year 2015 Annual Performance Report, have focused on

Planned Others Intended promotipg disgster pre.par.edness, s.tllfefamlining the loan process, and

enhancing online application capabilities (see table 2).%° According to the

to Reduce_ Burdens on report, SBA’s objectives with respect to disaster assistance are to deploy

Loan Applicants its resources quickly, effectively, and efficiently in a manner that
preserves jobs and helps small businesses return to operation. The
actions SBA has taken or plans to implement are intended to achieve
these objectives.

______________________________________________________________________________________________________________________|
Table 2: Small Business Administration (SBA) 2015 Performance Report: Implemented and Planned Actions to the Disaster

Business Loan Program, Fiscal Years 2015 through 2017

SBA 2015 Performance Report Highlights of SBA actions taken (fiscal Highlights of planned SBA actions (fiscal
Disaster Assistance Strategies year 2015) years 2016-2017)

Strategy 1: Promote disaster Co-sponsored monthly disaster business Continue encouraging preparedness and
preparedness in targeting of pre- preparedness webinars. continue the Technical Assistance Loan
disaster outreach by region and type of pypjished a reference guide that summarizes APproval Initiative (an effort implemented by
disaster. the loan program and promotes disaster the Small Business Development Centers).

preparedness, assistance, and recovery.

Tailored preparedness outreach by region and
by disaster type.

30Small Business Administration, Fiscal Year 2017 Congressional Budget Justification and
Fiscal Year 2015 Annual Performance Report.
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SBA 2015 Performance Report
Disaster Assistance Strategies

Highlights of SBA actions taken (fiscal
year 2015)

Highlights of planned SBA actions (fiscal
years 2016-2017)

Strategy 2: Strengthening disaster
operations to enhance effectiveness
and efficiency.

Continually reviewed and implemented
improvements. For example, the electronic
loan application improves data integrity and
speeds up loan processing.

Established approximate loan processing time
standards, with goals ranging from 2 weeks to
more than 4 weeks.

Streamlined operating procedures and
removed redundancies.

Created separate tracks for home and
business loan processing and expedited
processing for both loan types.

Modify loan-processing procedures to
establish standard 15- and 30-year fixed
loan terms.

Release new web portal with more features,
including general information and questions,
loan notifications, upload documents, live
chat and secure messaging, electronic
signature, and mobile application.

Strategy 3: Utilize SBA’s nationwide
infrastructure for short- and long-term
recovery.

Continued to promote SBA’s “three-step
process” to explain the loan process to
disaster victims; the process is: victims apply,
SBA verifies and processes applications, and
the parties close on loans.

SBA also shared the reference guide with
resource partners.

Continue long-term outreach efforts with
resource partners and continue expanding
the Technical Assistance Loan Approval
initiative outreach.

Source: SBA Fiscal Year 2015 Annual Performance Report. | GAO-17-67
Many of SBA’s recent and planned changes to the disaster loan program
described in its 2015 performance report incorporate various leading
practices intended to reduce paperwork burdens. We reviewed and
identified leading practices from the Hurricane Sandy Rebuilding Task
Force Report (2013), an OMB memorandum to agency heads (June
2012), and the Small Business Paperwork Relief Task Force Reports
(2003, 2004).3" These materials note the following leading practices,

among others:

o Separating application tracks for business and home disaster loans:
As we previously reported, SBA implemented separate tracks in

October 2013.32

3"Hurricane Sandy Rebuilding Task Force, Hurricane Sandy Rebuilding Strategy: Stronger
Communities, A Resilient Region (August 2013); Office of Management and Budget,
Memorandum for the Heads of Executive Departments and Agencies, Reducing Reporting
and Paperwork Burdens (Washington, D.C.: June 22, 2012); Small Business Paperwork
Relief Task Force, Report of the Small Business Paperwork Relief Task Force (June 28,
2004); and Small Business Paperwork Relief Task Force, Final Report of the Small
Business Paperwork Relief Task Force (June 27, 2003).

32366 GAO-14-760.
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o Expediting approval of loan applications that meet minimum credit
score and other requirements: SBA revised its disaster loan program
regulations in April 2014 so that SBA now may consider an applicant’s
credit rather than business cash flow in assessing the applicant’s
repayment ability.3

« Using electronic communication and “fillable fileable” forms: SBA
introduced the online application capability in August 2008, where
loan applicants can complete and submit forms online, and SBA is
currently updating the system with more features.

e Using “smart” electronic forms to assure data submitted meets
information system requirements: SBA’s online application portal
includes system checks that ensure information entries meet
formatting requirements. The portal also provides notices specifying
formatting requirements.

Further, SBA has reported that increased use of electronic loan
applications has reduced errors and loan-processing times. SBA has a
dedicated web portal for disaster loan assistance (available at
https://disasterloan.sba.gov/ela/, see app. IV, fig. 12) where disaster
victims can apply for a loan online and check on the status of a loan
application. According to SBA officials, recent enhancements to the web
portal include a feature that allows a loan applicant to check the status of
an application, including the application’s relative place in the queue for
loan processing. The web portal also includes a frequently asked
questions page, phone and email contacts to SBA customer service, and
links to other SBA information resources. An SBA official we interviewed
explained that information from electronic applications is imported directly
into the Disaster Credit Management System, instead of SBA staff
manually entering information from paper applications into the system. As
a result, SBA officials said, the agency has reduced the likelihood of
errors in loan applications, reduced follow-up contacts with loan
applicants, and expedited loan processing.

333ee Disaster Assistance Loan Program; Disaster Loan Credit and Collateral
Requirements, 79 Fed. Reg. 22859 (Apr. 25, 2014) (amending 13 C.F.R. § 123.6).
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SBA Could Better
Integrate Consistent
Information about the
Disaster Business Loan
Process into Its Web
Portal and More Fully
Define Loan Terminology

Disaster Loan-Related SBA has published several written and electronic resources about the

Information Is Not Easily disaster loan process, but much of this information is not easily

Accessible accessible to loan applicants and SBA’s resource partners from the
disaster loan assistance web portal. Available resources include the
following:

« The disaster business loan application form (Form 5, see app. I, fig.
1) lists documents required for a loan application along with additional
information that may be necessary for a decision on the application.

o SBA'’s Fact Sheet for Businesses of All Sizes (see app. IV, fig. 13)
provides information about disaster business loans, including
estimated time frames, in a question-and-answer format. For
example, the fact sheet answers questions concerning collateral
requirements of disaster loans, information that must be submitted for
a loan, and the amount of time an applicant might expect to wait
before the application is approved or denied.

o The 2015 Reference Guide to the SBA Disaster Loan Program and
three-step process flier (see app. 1V, fig. 14 and 15) set out the three
steps of the loan process, required documents, and estimated time
frames.

o SBA’s online Partner Training Portal provides disaster-loan-related
information and resources for SBDCs (available at
https://www.sba.gov/ptp/disaster; see app. IV, fig. 16). The training
portal includes two videos—one explaining the disaster loan process
and the other explaining the disaster assistance program—and three
documents that provide information on disaster preparedness, types
of disaster loans, and loan procedures.

However, SBA has not effectively integrated these resources into its
disaster loan assistance web portal, as much of this information is not
easily accessible from the web portal’s launch page. The federal
Guidelines for Improving Digital Services state that an agency should (i)
integrate its digital presence into its overall customer experience
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strategies, and (ii) publish information in ways that make it easy to find,
access, share, distribute, and repurpose.3* Additionally, the Paperwork
Reduction Act has a broad requirement that an agency disseminate
information in a manner that is efficient, effective, and economical.®®
SBA'’s web portal appears to serve as a one-stop shop where disaster
victims can apply for and access more information about loans, among
other things. However, when a user clicks on the “General Loan
Information” link in the web portal, it routes the user back to SBA’s main
website, and the web page featuring loan-related information contains a
menu of additional links. In particular, and as shown in figure 4, to access
the fact sheet, the reference guide, and the three-step process flier, a site
user may click on three successive links and then select from a menu of
15 additional links. Among the latter group of 15 links, the link for Disaster
Loan Fact Sheets contains further links to five separate fact sheets for
various types of loans. Similarly, to access the reference guide or the
three-step flier, the user must click on the Disaster Policies and
Procedures link, which is 1 of 15 available link selections.

34The guidelines apply to all digital services, including websites and online forms, and
were developed by the federal Digital Services Advisory Group and the Federal Web
Managers Council. The guidelines are available at
http://www.digitalgov.gov/resources/guidelines-for-improving-digital-services/, last
accessed on October 6, 2016.

3544 U.S.C. § 3506(d)(1)(C).
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Figure 4: Navigation of Small Business Administration’s Website to Access Disaster-Loan-Related Information and

Resources, as of August 2016
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Disaster-Related Resources
Do Not Consistently Feature
Key Information

In addition, key disaster loan information resources are not integrated into
SBA’s Partner Training Portal and SBDCs were unaware of key
resources. As mentioned earlier, SBA’s performance reporting indicates
that the agency shared the reference guide with resource partners. Most
SBDCs we interviewed were aware that SBA was promoting online
applications through the web portal and had assisted disaster victims in
completing online applications. However, at least half of the SBDCs we
interviewed were not aware of additional information resources. Among
the eight SBDCs we interviewed, four SBDCs were not aware of SBA’s
three-step process flier and five SBDCs were not aware of the Partner
Training Portal. Additionally, the Partner Training Portal does not include
the fact sheet, the reference guide, or the loan process flier. SBA officials
said that SBDCs that have not experienced a declared disaster in recent
years may not be aware of more recently developed information
resources because those SBDCs would not have encountered the need
for them. However, two of the four SBDCs we interviewed that were not
aware of the three-step process flier experienced a disaster during or
after 2014—which, according to SBA, was when the flier was created.

Although SBA has created and posted key disaster loan information
online, these efforts are not effectively integrated in a way that helps
users efficiently find needed information following a disaster. According to
SBA officials, SBA plans to incorporate updated information from the
three-step process flier on the Electronic Loan Application, but it does not
have a time frame for specific improvements. SBA officials also said that
disaster-loan information and resources are not prominently located on
SBA'’s website because of the website’s layout and space constraints
arising from the agency’s other programs and priorities. However, officials
said that the website’s launch page includes a banner section that
prominently features recent news, including information related to major
disasters. But, SBA officials added that any information displayed on the
banner is temporary. Absent better integration of disaster business loan-
related resources into SBA’s web portal and streamlined access to
business loan-related resources on SBA’s website and its Partner
Training Portal, loan applicants—and SBDCs assisting disaster victims—
may not be aware of key information for completing disaster business
loan applications.

The contents of SBA’s disaster-loan-related resources do not consistently
feature key information about (1) the three-step loan process, (2)
documentation requirements and reasons for requiring such information,
and (3) estimated time frames for the loan process. Each resource
includes some of the information; however, none of the resources provide
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all of the information and none include reasons or explanations for
documentation requirements (see table 3).

______________________________________________________________________________________________________________________|
Table 3: Key Information Featured in Small Business Administration (SBA) Disaster-Related Resources, as of 2016

Key information about disaster loans

Three-step loan Required and additional Reasons for Estimated loan time
process loan documentation required documents frames

Disaster Business Loan
Application Form (Form 5)

X

v X X

Fact Sheet for Businesses
of All Sizes

X

X X v

2015 Reference Guide to
the SBA Disaster Loan
Program

Three Step Process Flier

Partner Training Portal:
Disaster Loans Vignette
Video

Partner Training Portal:
Disaster Tips Document

Partner Training Portal:
SBA Disaster Loans
Document

Partner Training Portal:
Disaster Loan Procedure
Document

Partner Training Portal:
Disaster Assistance
Program Video

Electronic Loan
Application

Legend:
v =yes
X=no

Source: SBA Disaster-Related Information Resources. | GAO-17-67

We found that business loan applicants reported confusion to SBDCs
about the overall loan process, required documentation, and time frames,
and inconsistent information from SBA may have contributed to these
issues. For example, according to SBDCs we interviewed as well as
responses to SBA and the ACSI surveys, some business loan applicants
found the loan process and required documentation confusing for the
following reasons:

« Inconsistent information about loan application process.
According to the SBA 2015 Performance Report, SBA uses a “three-
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step process” communications strategy to provide a consistent
message to the public in promoting the disaster loan application
process. However, as previously mentioned, not all SBA disaster-
related resources include information about the three-step process
and the consistency of information varies among information
resources (see table 3). Moreover, three SBDCs told us that business
loan applicants felt SBA did not clearly communicate parts of the
process involved in applying for disaster business loans. For example,
according to two of the three SBDCs, there were instances when
applicants who applied to SBA for a disaster business loan were told
to first register with the Federal Emergency Management Agency to
obtain a disaster number. The SBDCs stated that the applicants were
confused by directions from SBA indicating that such registration was
required. Based on our follow-up with SBA officials, SBA encourages
business loan applicants to also register with the Federal Emergency
Management Agency, but it is not required.*® However, the Partner
Training Portal’s Disaster Assistance Video conveys an inconsistent
message and seems to suggest that a disaster victim must first
register with the Federal Emergency Management Agency before
applying for a disaster loan.

Unexpected requests for additional documentation. One of the
three SBDCs told us of instances where applicants thought they had
provided all the required documentation, but received subsequent
requests from SBA for additional documentation. In a 2014 report on
disaster assistance, we found in interviews with SBDCs and local
business organizations that SBA’s follow-up requests for additional
documentation prolonged the application process and loan decision.?’
Furthermore, we observed that although the paper application form
includes a list of additional information that may be requested, the
Electronic Loan Application does not include a list of other information
an applicant may have to provide SBA in addition to the required
forms. Also, as of August 2016, the Electronic Loan Application did
not contain two disaster business loan forms: (1) SBA Form 159D —
Fee Disclosure and Compensation, and (2) SBA Form 1368 —
Additional Filing Requirements Economic Injury Disaster Loan, and

36According to SBA officials, SBA encourages businesses to register with the Federal
Emergency Management Agency because the agency serves as the central point of the
federal national disaster recovery framework.

37GAO-14-760.
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Military Reservist Economic Injury Disaster Loan. According to SBA
officials, SBA includes links to these two forms in follow-up letters sent
to disaster business loan applicants after they submit their loan
applications.

« Lack of information about the reasons for required documents.
According to responses from SBA’s survey of loan applicants
provided by SBA, one survey respondent said that the loan process
required too much information from applicants when SBA could
access the same information elsewhere. The applicant cited that she
should not have to locate copies of her tax return when SBA can use
her signed tax transcript form to obtain tax information from the IRS.
Further, according to one SBDC we interviewed, applicants it assisted
did not understand why SBA requires applicants to submit both a
current tax return and complete an IRS tax transcript authorization
form. SBA officials said that tax transcripts do not provide all the
information contained in a tax return. Therefore, they need information
from transcripts and returns to make loan decisions. However, the
reasons why are unclear to applicants because none of the available
resources provide this explanation.

Consistent with comments provided by SBDCs, the loan application
process received the lowest satisfaction scores on the ACSI survey.3®
According to the ACSI survey results for 2012 through 2015, the loan
application process received business loan applicants’ and recipients’
lowest satisfaction scores of any SBA disaster loan program processes.
The SBA Disaster Loan Program processes surveyed in the ACSI are
application process, decision process, Customer Service Center, loan
closing, inspection process, SBA staff, and recovery center. In response
to questions about the application process, survey respondents were
least satisfied with the “amount of paperwork required to complete the
loan application” and “ease of attaining the information required to fill out
the application.” Moreover, based on the survey results, ACSI
recommended from 2012 to 2015 that SBA focus on improving the
application process as a means of increasing business loan applicants’
and recipients’ satisfaction with the process.

In addition, SBDCs reported and surveys found that applicants’
expectations about the time frames associated with the entire process

38In 2015, the response rate to the ACSI was 12 percent.
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were unmet and available resources do not consistently inform applicants
about expected time frames.

Unmet expectations about time frame to apply for and receive
loans. Two SBDCs we interviewed told us that business applicants
commonly complained about how long it took to go through the loan
process and that it took too long to receive their loans. Two other
SBDCs suggested that SBA could provide more information about the
loan process to better manage applicants’ expectations. Specifically,
one SBDC suggested SBA could provide more information about
estimated time frames. Another SBDC said some of the applicants the
SBDC assisted expected a faster loan process, and many business
owners may start a loan application but never complete the
application because they cannot spare time away from their business
to collect all the required documents and to complete the loan
application forms. In addition, according to responses from SBA’s
survey of loan applicants provided by SBA, one survey respondent
suggested that the business loan process should require fewer and
shorter application forms. Another respondent said that the business
loan process is too complicated and too time-consuming, and the
respondent withdrew the loan application as a result.

Information about time frames not included in all resources. The
three-step process flier and the resource guide for businesses provide
estimates of expected time frames for the processing and closing
steps of the loan process. However, the Electronic Loan Application
and some other resources do not provide an applicant with any
estimated time frame of when the disaster business loan application
will be processed. The Electronic Loan Application does provide the
applicant with application status messages, such as “processing
application.” See appendix V for application status messages and
descriptions. According to SBA officials, SBA has updated its disaster
forecasting model and planning documents that enable SBA to better
estimate loan processing time frames based on the severity of a
disaster, the volume of expected loan applications, and other factors.

According to the ACSI survey results for 2012 through 2015, loan
applicants and recipients surveyed consistently rated the loan decision
process with the second-lowest satisfaction scores. In response to
questions about the decision process, survey respondents were least
satisfied with the “timeliness of the decision.” Based on the survey results,
ACSI recommended from 2012-2015 that SBA focus on improving the
loan decision process as a means of increasing applicants’ and
recipients’ satisfaction with the process.
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Some Business Loan
Applicants Are Confused about
Finance Terminology

The Paperwork Reduction Act and OMB state that agencies should
explain the collection and use of personal information and promote
transparency with the public. In particular, the Paperwork Reduction Act
has a broad requirement that an agency explains to the person receiving
an information collection the reasons for collecting the information and the
agency’s use of the collected information.*® Furthermore, according to
OMPB’s directive on open government, transparency promotes
accountability by providing the public with information about government
activities.*° However, SBA’s paper and online resources do not provide
consistent information about the three-step loan process, required
documents and reasons for the requirements, and processing time
frames, which could be contributing to applicants’ confusion. According to
SBA officials, SBA’s customer service representatives working in disaster
areas provide applicants information about the loan process, including
explaining the three-step loan process and estimated time frames for
completing the process. SBA officials also added that they refer business
applicants to SBDCs for additional assistance in completing disaster loan
applications. However, as previously mentioned, we found that SBDCs
were not always well informed about information resources that explained
the disaster loan process. Further, business applicants who apply without
seeking assistance from SBA or SBDCs may see only SBA’s fact sheet,
reference guide, loan-process flier, or application forms. Absent more
consistent disaster loan-related information in each of the agency-
produced paper and online resources, loan applicants and SBDCs may
not understand the disaster loan process, documentation requirements,
and time frames and may continue to find the loan process confusing.

Our SBDC interviews indicate that some business loan applicants are
confused about the finance terminology and financial forms required in
the application, particularly the requirement that they submit a personal
financial statement. According to three SBDCs we interviewed, they
mentioned instances where business applicants had difficulty
understanding the parts of the loan application dealing with financial
statements and finance terminology; for example, there were applicants
who were not familiar with financial statements, did not know how to

3944 u.s.C. § 3506(c)(1)(B)iii).

400ffice of Management and Budget, Open Government Directive, OMB Memorandum M-
10-06 (Washington, D.C.: Dec. 8, 2009).
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Conclusions

access information contained in a financial statement, and did not know
how to create a financial statement. Although the loan forms include
instructions, the instructions do not define the financial terminology.
According to SBA officials, when applicants do not know how to create a
personal financial statement, the agency’s customer service
representatives direct applicants to SBDCs for help. Two of the three
SBDCs said these difficulties arise among business owners who do not
have formal education or training in finance or related disciplines—and
who are attempting applications during high-stress periods following
disasters.

Federal statute requires agencies to use clear and understandable
terminology. Specifically, the Plain Writing Act of 2010 requires that
federal agencies use plain writing in every document that they issue.
Plain writing is defined as clear, well-organized writing that follows best
practices appropriate for the intended audience.*' According to SBA
officials, although the agency does not provide a glossary that defines
finance terminology in loan application forms, the online application portal
has a “contextual help” feature that incorporates information from
application forms’ instructions to help applicants complete disaster loan
forms. Additionally, as previously stated, SBA officials said that there are
other resources, such as SBA customer service representatives and local
SBDCs, available to assist business loan applicants and to explain the
loan forms and key terms. As mentioned earlier, promoting disaster
preparedness among businesses is one of the strategies in SBA’s 2015
performance report and actions SBA has taken include holding disaster
preparedness webinars and conducting regional outreach. However,
these efforts may not offer sufficient assistance or reach all applicants.
Without explanations of finance terminology, loan applicants may not fully
understand the disaster business loan application requirements, which
may contribute to confusion in completing the financial forms.

Generally, lack of integration of resources into the disaster loan
assistance web portal, inconsistent information in written and online
resources, and undefined finance terminology on the loan application
have contributed to the burden of businesses applying for disaster loans.

4TPub. L. No.111-274, § 4, 124 Stat. 2861, 2862 (codified at 5 U.S.C. § 301 note).
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In particular, disaster business loan applicants and resource partners may
not be aware of key information for completing disaster business loan
applications because key resource materials such as SBA’s fact sheet,
reference guide, and three-step process flier are not easily accessible
from the web portal. In addition, without consistent information about the
loan process, explanation of documentation requirements, and expected
time frames in SBA’s resource materials, loan applicants and resource
partners may continue to find the loan process confusing. Further, without
defining financial terminology in loan forms some applicants may not fully
understand the requirements of the application. A more integrated,
consistent, and clear dissemination of information by SBA would help
business disaster victims better access information about the disaster
loan process, better understand the loan document requirements and
expected time frames, and better understand the definition of loan
terminology, thus helping to reduce victims’ burdens in recovering from
disasters.

We are recommending the following three actions:

To help business disaster victims and resource partners better access
information about the disaster loan process, the Administrator of the
Small Business Administration should integrate information resources
such as the fact sheet, reference guide, and three-step process flier into
its disaster loan assistance web portal and Partner Training Portal in a
way that is more accessible to users.

To help reduce confusion about the disaster loan process and the time
frames applicants may experience, the Administrator of the Small
Business Administration should ensure the consistency of content across
its disaster loan process resources by including in these written and
online resources, as appropriate, the following: (1) the three-step process;
(2) the types of documentation SBA may request and the general reasons
why such information may be requested; and (3) estimates of loan
processing time frames applicants might experience and external factors,
such as the severity of a disaster, that may affect these time frames
using, for example, estimates from its forecasting and related planning
tools.

To further assist disaster business loan applicants, the Administrator of
the Small Business Administration should define technical terminology
related to financial statements and other finance terminology on the
disaster business loan application forms, in both electronic and paper
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format. For example, in the online application portal, SBA could
incorporate a glossary in the “help” feature. Additionally, SBA could
include a glossary in the paper application, so that business applicants
who apply by mail can access the definitions as well as the general
reasons why such information may be requested.

We provided a draft of this report to SBA for review and comment. The
SBA liaison—Program Manager, Office of Congressional and Legislative
Affairs—stated in an e-mail that SBA’s Office of Disaster Assistance
agreed with our recommendations. The SBA liaison also provided
technical comments in an e-mail, which we incorporated where
appropriate.

We are sending copies of this report to appropriate committees and the
Administrator of SBA. In addition, the report will be available at no charge
on the GAO website at http://www.gao.gov.

If you or your staff have any questions about this report, please contact
me at (202) 512-8678 or shearw@gao.gov. Contact points for our Offices
of Congressional Relations and Public Affairs may be found on the last
page of this report. GAO staff who made key contributions to this report
are listed in appendix VI.

Weklwwm 8. st

William B. Shear
Director, Financial Markets and
Community Investment
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Appendix |: Objectives, Scope, and
Methodology

The Recovery Improvements for Small Entities After Disaster Act of 2015
includes a provision for us to evaluate the steps that the Small Business
Administration (SBA) has taken to comply with the Paperwork Reduction
Act of 1995 in administering its Disaster Loan Program.’ Specifically, this
report examines (1) controls in SBA’s process for complying with the form
renewal requirements of the Paperwork Reduction Act in administering its
Disaster Loan Program, and (2) SBA’s recent and planned actions to
reduce the burden of business loan applicants for the Disaster Loan
Program.? Although the processes we are evaluating apply to disaster
loans for homeowners and businesses, this report focuses on disaster
business loans for businesses. Additionally, SBA has divided the disaster
loan process into three steps: application, verification and loan
processing, and closing (see fig. 1). This report focuses on step 1, the
loan application process.

To examine the extent to which SBA has processes to implement and
monitor compliance with the Paperwork Reduction Act’s requirements in
administering its Disaster Loan Program and the effectiveness of the
processes and controls in ensuring the requirements are met, we
reviewed the act and Office of Management and Budget (OMB)
regulations to identify relevant requirements. We also reviewed SBA’s
policies and procedures, including the Forms Management Standard
Operating Procedures, to identify its processes for meeting Paperwork
Reduction Act requirements, and we assessed the processes against the
act and applicable federal internal controls. We also interviewed SBA
officials to understand SBA’s compliance with the act’s requirements and
the effectiveness of SBA’s controls.

Additionally, we reviewed each disaster business loan form to determine
if SBA’s disaster business loan application forms satisfied the Paperwork
Reduction Act requirements of having an OMB control number; valid
expiration date; an estimate of how long it will take to complete the form;
and a statement notifying applicants that if a form does not display a valid
OMB control number then applicants do not have to complete that form.

"Pub. L. No. 114-88, § 2302, 129 Stat. 686, 696.

2Pub. L. No. 104-13, 109 Stat. 163 (codified at 44 U.S.C. §§ 3501-3521). The Paperwork
Reduction Act requires agencies to minimize the paperwork burden on individuals and
small businesses and maximize the utility of information collected by agencies.
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Specifically, we reviewed SBA Form 5 — Disaster Business Loan
Application; SBA Form 159D — Fee Disclosure Form and Compensation
Agreement; SBA Form 1368 — Additional Filing Requirements Economic
Injury Disaster Loan, and Military Reservist Economic Injury Disaster
Loan; and SBA Form 413D — Personal Financial Statement. For each
form, we also reviewed the form renewal package—OMB Form 83-I;
OMB Form 83-1 supporting statement; and SBA Form 58—for SBA Form
5, Form 1368, and Form 413D, for years 2008, 2011, and 2014; and for
SBA Form 159D, for years 2009, 2013, and 2014. For information on how
an applicant would navigate the Electronic Loan Application portal to
submit a disaster business loan application, we received an in-person
demonstration of the Electronic Loan Application portal at SBA'’s
headquarters.

To examine the extent to which SBA has developed plans or
implemented actions to further reduce the paperwork burden of disaster
business loan applicants, we reviewed SBA’s 2015 Performance Report
and other SBA documentation that set out recent and planned actions
intended to reduce burden or enhance loan processes for disaster
business loan applicants.® Moreover, we reviewed and identified leading
practices intended to reduce paperwork burdens from the Hurricane
Sandy Rebuilding Task Force Report (2013), an OMB memorandum to
agency heads (June 2012), and the Small Business Paperwork Relief
Task Force Reports (2003, 2004).# We also interviewed Office of Disaster
Assistance officials responsible for administering the Disaster Loan
Program to discuss recent and planned actions to reduce the paperwork
burden on disaster business loan applicants.

In addition, we conducted semi-structured interviews with Small Business
Development Centers (SBDC) to identify burdens faced by disaster loan

3Small Business Administration, Fiscal Year 2017 Congressional Budget Justification and
Fiscal Year 2015 Annual Performance Report.

*Hurricane Sandy Rebuilding Task Force, Hurricane Sandy Rebuilding Strategy: Stronger
Communities, A Resilient Region (August 2013); Office of Management and Budget,
Memorandum for the Heads of Executive Departments and Agencies, Reducing Reporting
and Paperwork Burdens (Washington, D.C.: June 22, 2012); Small Business Paperwork
Relief Task Force, Report of the Small Business Paperwork Relief Task Force (June 28,
2004); and Small Business Paperwork Relief Task Force, Final Report of the Small
Business Paperwork Relief Task Force (June 27, 2003).
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applicants and suggestions to improve such issues. We selected a
nongeneralizable sample of eight SBDCs to interview, based on which
counties in each of the four Census regions had the highest number of
approved disaster business loans for calendar years 2012 through April 1,
2016.° Specifically, we associated each state within SBA’s 10 regions
with one of the four Census regions—Northeast, Midwest, South, and
West—which allowed us to have geographic diversity in the SBDCs we
interviewed. Within each Census region, we identified two counties with
the highest number of approved disaster business loans. In cases where
more than one county tied for the highest number of approved disaster
business loans, the county with the highest loan amount disbursed was
selected. In instances where a county had the two highest number of loan
approvals, the county with the third highest number of approved disaster
business loans was selected. To select the eight SBDCs to interview, we
used the city and zip code of the counties with the highest number of
approved disaster business loans to identify the SBDCs located either
within or nearby these counties. If a county with the highest number of
approved disaster business loans did not have an SBDC located within it,
we then selected the SBDC closest to the zip code receiving the highest
number of disaster business loan approvals. If a county had multiple
SBDCs located within it, we then looked at the zip code affected by the
disaster in the county and selected the SBDC closest to the zip code
receiving the highest number of disaster business loan approvals. Our
selections do not represent the views of other SBDCs that were not
included.

We also reviewed both SBA’s and the American Customer Satisfaction
Index’s (ACSI) customer satisfaction survey results. For analysis of SBA’s
customer satisfaction survey results, we obtained survey suggestions
submitted by disaster business loan applicants from June 2012 to March
2015. We selected this time period to be consistent with the time period
used in the selection of SBDCs. The results comprised a list of 19 survey
suggestions submitted by disaster business loan applicants and referred
to the Continuous Improvement Process Board for review. For analysis of

SWe selected this time period to include SBDCs in different geographic regions with
experiences in a variety of disasters. Among the eight SBDCs we interviewed, one
experienced a disaster in 2012, two experienced a disaster in 2013, one experienced a
disaster in 2014, one experienced a disaster in 2015, and three experienced a disaster in
2016.
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ACSI’s customer satisfaction survey results, we looked at ACSI's 2012
through 2015 reports and identified the loan process areas that negatively
and positively affected survey respondent’s satisfaction with SBA’s
disaster business loan program and ACSI’s identified recommendations
for improvements. We determined that these data were sufficiently
reliable for the purpose of describing applicants’ experiences with the
disaster business loan application process.

We conducted this performance audit from February 2016 to November
2016 in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for
our findings and conclusions based on our audit objectives. We believe
that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.
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Figure 5: SBA Form 5 — Disaster Business Loan Application

U. S. Small Business Administration e
DISASTER BUSINESS LOAN APPLICATION
..-1,\.1!;.';“1_\,\* FOR SBA INTERNAL USE ONLY Date R o . i

Physical Declaration Number Filing Deadline Date l:l
Economic Injury Declaration Number | Filing Deadline Date
FEMA Registration Number [ SBA Application Number |

{if knerwn)
1. ARE YOU APPLYING FOR:
| Physical Damage — Indicate type of damage [1 Military Reservist EIDL (MREIDL)
(compiele the following)
(] Real Property [T] Business Contents * Name of Essential Employ
] Economic Injury (EIDL) * Employee’s Social Security Number

PLEASE PROVIDE ALL INFORMATION OR DOCUMENTATION REQUESTED IN THE ATTACHED FILING REQUIREMENTS.

* For information about Bhese questions, ses the aached Statements Fequired by Laws and Executive Crders

Apply online at https://disasterloan.sba.govielal OR send completed applications to:

U.5. Small Busi o F and Disb it Center, 14925 Kingsport Road, Fort Worth, Texas 76155
2. ORGANIZATION TYPE
|:| Sole Proprietorship |:| Parinership D Limited Partnership EI Limited Liability Entity
[] carporation [_] Nenprofit Organization [] Trust [] other:

3. APPLICANT'S LEGAL NAME 4. FEDERAL E.|.N. (if applicable)
5. TRADE NAME (if different from legal name) 6. BUSINESS PHONE NUMBER (including area code)
7. MAILING ADDRESS [ eusiness ] Home O veme O onner

Number, Street, and/or Post Office Box |City ICnunly tate [Zip
8. DAMAGED PROPERTY ADDRESSI(ES) BUSINESS PROPERTY IS:

(If you need more space, attach additional sheets ) f_] Same as mailing address |:| Owned ’: Leased
Number and Street MName |C|t).I ICounly |§tale |le
9. PROVIDE THE NAME(S) OF THE INDIVIDUAL(S) TO CONTACT FOR:
Loss Verification Inspection Information necessary to process the Application

Name Name

Telephone Number Telephone Number

10. ALTERNATE WAY TO CONTACT YOU

] cell Number :J E-mail

[[] Fax Number [] other

11. BUSINESS ACTIVITY: 12. NUMBER OF EMPLOYEES (pre-disaster).

13. DATE BUSINESS ESTABLISHED: 14. CURRENT MANAGEMENT SINCE:
o et et [ Real Estate [ tnventory

j Machinery & Equipment !:I Leasehold Improvements

16. INSURANCE COVERAGE (IF ANY)
(If you need more space, attach sheels.) Coverage Type:

Name of Insurance Company and Agent

Phone Number of Insurance Agent Policy Number

T e P T T B

Source: Small Business Administration. | GAO-17-67 Part 1 of 5
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17. OWNERS  (Indwsduals and busmesses. ) TOMpIEts Tor each- 1] ROPNELar, OF 2} T Pariner who Onivs 207 of more mierest and each
' {If you need mone space altach additional shests ) general partner, or 3} stockholder or entity owning 20% or more voling stock.

Legal Name Title/Office T2 Owned |E-mail Address

EENELDR Marital Status Date of Birth* Place of Birth* Telephone Number {area code ) | US Citizen
[ves [ Mo

Mailing Address City State Zip

Legal Mame Title/Office % Owned |E-mail Address

SSNIEIN® Marital Status Date of Birth* ace of Birth* Telephone Number {area code) | US Citizen
I:‘Yes D o

Mailing Address |Cily Iglate Zip

* For information about these guestions. see the attached Statements R, Laws and Executive Orders.
Business Entity Owner |EIN l‘rype of Business | % Ownership
City [State |Zip Code

E-mail Address Fhone

18, Forthe applicant business and each owner listed in ilem 17, please lESpGﬂ? to the following questions, providing dates and details on any

guestion answered YES (Attach an additional sheet for detal responses

a, Has the business or a listed owner ever been involved in a pley or ing? [] Yes [] Ne
b. Does the business or a listed owner have any outstanding judgments, tax liens, or pending lawsuits against them? _ ... ..., .. I:l Yes El No
¢, Inthe past year, has the business or a listed owner been convicted of a criminal offense committed during and in

connection with a rict or civil disorder or other declared disaster, or ever been engaged in the of distribution of any

product or service that has been determined to be obscene by a court of competent jurisdiction? S e by e L Y [] Ne
d. Has the business or a listed ewner ever had or guaranteed a Federal loan or a Federally guaranteed loan? ... .. D Yes D Mo
&. Is the business or a listed owner delinguent on any Federal taxes. direct or guaranteed Federal lcans {SBA, FHA, V&

student, etc.), Federal contracts, Federal grants, or any child support paymemts? _, ... ey D Yes [:‘ No
f. Does any cwner, owner's spouse, or household member work for SBA or serve as a mamba( of SBAE SCORE ACE or

Advisory Council? .. R S R e R S S e A e T - DND
g- Is the applicant or any listed owner curvvmly or from ing with the Fedaral government or recaiving

Federal grants or loans? e Yes DNO

19. Regarding you or any Jomt applucanl Insted in Ilem 1?

a) are you presently subject to an indi criminal i i arrai or other means by which formal criminal charges are brought in

any jurisdiction; b) have you been arrested in the past six months for any criminal offense; ¢} for any criminal offense - cther than a minor vehicle
violation - have you ever. 1) been wmnded 2: plead guilty, 3) plead nula contendere, 4) been placed on pretrial diversion, or 5) been placed on

any form of parole or p g before judg:
] Yes [l Na If yes,_Name:

20, PHYSICAL DAMAGE LOANS ONLY. If your application is approved, you may be eligible for additienal funds to cover the cost of mitigating

measures (real property improvements or devices to minimize or protect against future damage from the same type of dlsasler event).

It is not necessary for you to submit the ion and cost i with the ication. SBA must app the mi 25

before any loan increase. By checking this box, | am interested in having SBA consider this increase. [ |
21, Ifanyone i you in ing this . 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)
o Indnicual) [Prind indrvidual Name)
{Name of Company ) Fhane Number (inchide Aea Cote)
Sireat Addruss, iy, Sk, 29 Ve Charged of Agreed Upon
Unless the NO box is checked, | give permission for SBA to discuss any portion of this with the listed above. NO D
AGREEMENTS AND CERTIFtCATIONS
[On behalf of the ed i y and for the
\We autharize my/our i pany, bank, financial ion, or ther creditors to release to SBA all records and ion necessary thi

If myfour loan is appeoved, additional information may be required prior to loan closing. 1/We will be advised in writing what information will be required to obitain my/four lean funds.
I/We hereby authorize the SBA to verify my/our past and present employment Information and salary history as needed to process and service a disaster loan,
fWe authorize 584, as required by the Privacy Act, to relesse any i ion collected in with thi jon to Federal, state, local, tribal or nonprofit organizations (e.g.
Red Cross, Salvation Army, Mennanite Disaster Services, SBA Resource Partners) for the purpose of assisting me with my/our 584 application, evaluating eligibibity for additional
assistance, o notifying me of the availability of such assistance.
1/We will not exclude from participating in or deny the benefits of, or otherwise subject to discrimination under any program o activity for which [fwe receive Federal financial assistance
from $BA, any persen on grounds of age, color, handicap, marital status, national origin, race, religion, or sex,
/W will report to the SBA Office of the Inspector General, Washington, DC 20416, any Federal employee who offers, in retumn for compensation of any kind, to help get this loan
approved. I/We have not pald anyone connected with the Federal government for help in getting this loan,
CERTIFICATION AS TO TRUTHFUL INFORMATION: By sagning 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,

itting false inf to can lead 1o eriminal penalties and/or eivil and administrative remedies against you. Ifyou are prosecuted for submitting false
information, you may be imprisoned ror 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 cantracts 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 autharization.

SIGNATURE I I TI'I'LEI I DATE E

TN

Source: Small Business Administration. | GAO-17-67 Part 2 of 5
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U. S. Small Business Administration
DISASTER BUSINESS 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 di: (isha.gov

If more space is needed for any seetion of this application, please attach additional sheets.

SBA will contact you by phone or E-mail to discuss your loan request.

<

Filing Requirements
FOR ALL APPLICATIONS THE FOLLOWING ITEMS MUST BE SUBMITTED.

m This application (SBA Form 5), completed and signed

m  Tax Information Authorization (IRS Form 8821/4506-T), completed and signed by cach applicant, each principal owning
20 percent or more of the applicant business, cach general partner or managing member; and, for any owner who has a
50 percent or more ownership in an afliliate business. Afliliates include, but are not limited to, business parents,
subsidiaries, and/or other businesses with common ownership or management

| Complete copies, including all schedules, of the most recent Federal income tax returns for the applicant business; an
explanation if not available

m  Personal Financial Statement (SBA Form 413) completed, signed, and dated by the applicant (if a sole proprictorship),
cach principal owning 20 percent or more of the applicant business, and cach general partner or managing member

m Schedule of Liabilities listing all fixed debts (SBA Form 2202 may be used)

ADDITIONAL REQUIREMENTS FOR MILITARY RESERVIST ECONOMIC INJURY
(MREIDL);

B A copy of the essential employee’s notice of expected call-up to active duty, or official call-up orders, or
release/discharge from active duty

| A written explanation and financial estimate of how the call-up of the essential employee has or will result in
economic injury 1o your business, and the steps vour business is taking to alleviate the economic injury

ADDITIONAL INFORMATION MAY BE NECESSARY TO PROCESS YOUR
APPLICATION. IF REQUESTED, PLEASE PROVIDE WITHIN 7 DAYS OF THE
INFORMATION REQUEST;

B Complete copy, including all schedules, of the most recent Federal income tax return for each principal owning
20 percent or more, each general partner or managing member, and each affiliate

If the most recent Federal income tax retum has not been filed, a year-end profit-and-loss statement and balance
sheet for that tax year

A current year-to-date profit-and-loss stalement

Additional Filing Requirements (SBA Form 1368) providing monthly sales figures

Source: Small Business Administration. | GAO-17-67 Part 3 of 5
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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.5.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
infermation 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, 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 34 Street, SW, Suite 5900, Washington, DC 20416, or by e-mail at foia@sba.gov.

PRIVACY ACT (5 U.5.C. § 552a)

Anyone can request to see or get copies of any personal information that we have in your file, Any personal information in your

file that is retrieved by individual identifiers, such as name or social security number is protected by the Privacy Act, which means
requests for information about you may be denied unless we have your written permission 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 to state, local or private disaster
relief services,

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 viclations. 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 loans. See, 69 F.R. 58598, 58617 (and as amended from time to time) for additional
background and other routine uses.

Under the provisions of the Privacy Act, you are not required to provide social security numbers. [But see the information under
Debt Collection Act below) We use social security numbers to distinguish between people with a similar or the same name for
credit decisions and for debt collection purposes, 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.

Mote: Any person concerned with the collection, use and disclosure 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 at foia@sba.gov for information about the Agency's
procedures relating to the Privacy Act and the Freedom of Information Act,

DEBT COLLECTION ACT OF 1982; DEFICIT REDUCTION ACT OF 1984; DEBT COLLECTION IMPROVEMENT ACT OF
1996 & other titles (31 U.5.C. 3701 et seq.)
These laws require us to aggressively collect any delinquent loan payments and to require you to 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.

*Offset 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.

*Sell the debt.

*Litigate or foreclose.

Source: Small Business Administration. | GAO-17-67 Part 4 of 5
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RIGHT TO FINANCIAL PRIVACY ACT OF 1978 (12 U.5.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 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.
Mo 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 loan 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.

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 loan 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.5. Small Business Administration Information Branch, 409 3. 5t., SW,
‘Washington, DC 20416 and Desk Officer for 5BA, Office of Management and Budget, Office of Information and Regulatory Affairs,

725 17w 5t., NW, Washington, DC 20503. (3245-0017) PLEASE DO NOT SEND FORMS TO OMB.

Policy Concerning Representatives and Their Fees

When you apply for an 5BA 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 similar 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 Health Act (29 U.5.C. 3651 et seq.)

This legislation authorizes the Occupational Safety and Health Administration (OSHA) in the Department of Labor to require
businesses to modify facilities and procedures to 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 requirements applying to your business have been determined and that
you are, to the best of your knowledge, in compliance,

Source: Small Business Administration. | GAO-17-67 Part 5 of 5
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Figure 6: SBA Form 413D — Personal Financial Statement

v, OMB APPROVAL NO, 3245-0188
;ﬁ;'i‘éhw“?« EXPIRATION DATE.01/31/2018
e o PERSONAL FINANCIAL STATEMENT

o DISASTER PROGRAMS

U.S. SMALL BUSINESS ADMINISTRATION

As of '

SBA uses the information required by SBA form 413D as one of a number of data sources in analyzing the repayment
ability and creditworthiness of an application for an SBA disaster loan. Complete this form for: (1) each proprietor; (2)
general partner; (3) managing member of a limited liability company (LLC); (4) each owner of 20% or more of the equity of
the Applicant (including the assets of the owner's spouse and any minor children); and (5) any person providing a guaranty
on the loan. Return completed form to: Disaster Processing and Disbursement Center at 14925 Kingsport Road,

Fort Worth, TX 76155-2243 or FAX to 1-202-481-1505.

MName Business Phone

Residence Address Residence Phone

City, State, & Zip Code

Busi Name of Appii
ASSETS (Omit Cents) LIABILITIES (Omit Cents)

Cashonhand &inBanks __ ... . ... ___ s AccountsPayable. .. ... .. ... 8
Savings Accounts . R 3 Motes Payable to Banks and Others : $
IRA or Other Retirement Account s (Describe in Section 2)

(Describe in Section 5) Instaliment Account (Auto) i $
Accounts & Notes Receivable. . & Mo. Payments 5

(Describe in Secticn 5) Instaliment Ac t (Othy
Life insurance-Cash Surrender Value Only =~ § AT oo ). 0 : s

(Complete Section B) Mo. Payments 5
StocksandBonds. . .................... S Loan on Life Insurange. ................. ,

(Describe in Section 3) Morigages on RealEstate ... ... . %
Real Estate. . ......................... E (Describe in Section 4)

(Describe in Section 4) Unpaid Fiooes, -, Lo oo s s a8
Automobiles - Total Present Value 5 (Describe in Section 6)

(Deseribe in Section 5, and include ; Other Liabilities 3

YeariMake/Model) §
Other Personal Property ... § {2copmp in Seckon 1)

{Describe in Section 5) Total Liabilities. « . .. .oovnrnirnaiiaiiaanaas s
Other Assets 5 MEtWOMN - oo B

(Describe in Section 5) Total 5 Total
Section 1.  Source of Income |-" Liabiliti
Salary ... ... 8 As Endorseror Co-Maker ... ... ... ... §
NetInvestment Income_ ... ... § Legal Claims & Judgments .. _ .. _ . . 8§
Real Estate Income_ . $ Provision for Federal Income Tax __ . s
Other Income (Describe below)* 5 Other Special De¢ =~~~ s

Description of Other Income in Section 1.

*Alimony or child suppert payments need not be disclosed in “Other Income” unless it is desired 1o have such payments counted toward tolal income.

SBA Form 4130 (08-14) Previous Editions Obsolete Page 1
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Section 2. Motes Payable to Banks and Others. (Use its if y. Each must be as a part of this statement and signed. )|
T Original | Curent | Payment | Frequenc How Secured or Endorsed
| Name and Address of Noleholder(s) Eal Irr||ce_ Balance | Amaunt tmn?r?ly.el%.; | wT)fpe of Collataral _ |
 Section 3. Stocks and Bonds. (Use if Y- Each attach must be identified as a part of this statement and signed).
Number of Shares Name of Securities Cost Market Value Date of Total Value
Section 4. Real Estate Owned. {List each parcel sep y. Use h it y. Each must be identified as a part of this
statement and signed.)
Property A Property B Property C

Type of Real Estate (e.g. Primary
Residence, Other Residence. Rental
Property, Land, etc.)

Address

—

Date Purchased
Original Cost

Present Markel Value

Name &
Address of Mortgage Holder

Mortgage Account Number

Morigage Balance

Amount of Payment per Month/
Year
Status of Morigage

Section 5. Other Personal Property and Other Assets.

| Section 6. Unpaid Taxes.

| Section 7. Other Liabilities. (Describe in detail )

{Describe, and if any is pledged as security, state name and address of lien holder, amount of lian, terms
of payment and if delinquent, describe delinquency)

(Describe in detall, as to type, to whom payable, when due, amount, and to what property, if any, a tax lien attaches.)

|

SBA Form 4130 (08-14) Previous Editions Obsolete

Page 2
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| Section 8. Life Insurance Held. {Give face amount and cash surender value of policies - name of § and b

[Tauthwize SBA to make inquiries as y to verify the y of the made and to ine my i 2 _|
CERTIFICATION: (to be completed by each person submitting the information requested on this form)

By signing this form, | certify under penalty of criminal prosecution that all information on this form and any ir
with this form is true and complete to the best of my knowledge. | understand that SBA will rely on this information when maklng decisions regarding an
application for a loan from SBA

Date
Print Name Social Security No.
g Date
Print Name Saocial Security No.

MNOTICE TO LOAN APPLICANTS: CRIMINAL PENALTIES AND ADMINISTRATIVE REMEDIES FOR FALSE STATEMENTS:

Knowingly making a false statement on this form is a viclation of Federal law and could result in criminal prosecution, significant civil penalties, and a
denial of your loan. A false statement is punishable under 18 U.5.C. §§ 1001 and 3571 by imprisonment of not more than five years and/or a fine of up to
$250,000; under 15 U.5.C_ § 645 by imprisonment of not more than two years and/or a fine of not more than $5,000; and, if submitted to a Federally

Insured institution, a false st is punishable under 18 U.5.C. § 1014 by imprisenment of not more than 30 years and/or a fine of not more than

$1, 000 ODO Mdmona!ly false statemems can lead to treble damages and civil penalties under the False Claims Act, 31 L. 5. C.§ 3729, and other
luding suspension and deb t

PLEASE NOTE. The estimated average burden hours for the completion of this form is 1.5 hours per . I you have

or
concerming this astimate or any other aspect of this information, please contact Chiefl, Administrative Branch, U.S. Small Business
Administration, Washington, D.C. 20418, and Clearance Officer, Paper Reduction Project (3245-0188), Office of Management and Budget,
Washington, D.C. 20502. PLEASE DO NOT SEND FORMS TO OMB.

SBA Form 4130 (09-14) Previous Editions Obsolete Page 3
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PLEASE READ, DETACH, AND RETAIN FOR YOUR RECORDS
STATEMENTS REQUIRED BY LAW AND EXECUTIVE ORDER

SBA is required to withhold or limit financial assistance, to impose special conditions on approved loans, to provide special
notices to applicants or borrowers and to require special reports and data from borrowers in order 1o comply with legislation
passed by the Congress and Executive Orders issued by the President and by the provisions of various inter-agency agrecments.
SBA has issued regulations and procedures that implement these laws and executive orders. These are contained in Parts 112,
113, and 117 of Title 13 of the Code of Federal Regulations and in Standard Operating Procedures.

Privacy Act (5 U.S.C. 552a)

Any person can request 1o see or get copies of any personal information that SBA has in his or her file when that file is retrieved
by individual identifiers such as name or social security numbers. Requests for information about another party may be denied
unless SBA has the written permission of the individual to release the information 1o the requestor or unless the information is
subject to disclosure under the Freedom of Information Act.

Under the provisions of the Privacy Act, you are not required to provide your social security number. Failure to provide your
social security number may not affect any right, benefit or privilege to which you are entitled. Disclosures of name and other
personal identifiers are, however, required for a benefit, as SBA requires an individual seeking assistance from SBA to provide it
with sufficient information for it to make a character determination. In determining whether an individual is of good character,
SBA considers the person’s integrity, candor, and disposition toward criminal actions. Additionally. SBA is specifically
authorized to verify your criminal history, or lack thereof, pursuant to section 7(a)(1)(B), 15 USC Section 636(a) 1)(B) of the
Small Business Act ( the Act). Further, for all forms of assistance, SBA is authorized to make all investigations necessary o
ensure that a person has not engaged in acts that violate or will violate the Act or the Small Business Investment Act, 15 USC
Sections 634(b)(11) and 687(b)(a), respectively. For these purposes, you are asked to voluntarily provide your social security
number to assist SBA in making a character determination and to distinguish you from other individuals with the same or similar
name or other personal identifier.

The Privacy Act authorizes SBA 1o make certain “routine uses™ of information protected by that Act. One such routine use is the
disclosure of information maintained in SBA's investigative files system of records when this information indicates a violation
or potential violation of law, whether civil, criminal, or administrative in nature. Specifically, SBA may refer the information 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 rou use is disclosure to other Federal
agencies conducting background checks; only to the extent the information is relevant to the requesting agencies’ lunction. Sce,
74 F.R. 14890 (2009), and as amended from time to time for additional background and other routine uses. N

Right to Financial Privacy Act of 1978 (12 U.S.C. 3401) -- This is notice 1o you as required by the Right to Financial Privacy
Act of 1978, of SBA's access rights to financial records held by financial institutions that are or have been doing business with
vou or your business, including any financial institutions participating in a loan or loan guaranty. The law provides that SBA
shall have a right of access to your financial records in connection with its consideration or administration of assistance 1o you in
the form of a Government guaranteed loan. SBA is required o provide a certificate of its compliance with the Act to a financial
institution in connection with its first request for access to your financial records, after which no further certification is required
for subsequent accesses. The law also provides that SBA's access rights continue for the term of any approved loan guaranty
agreement. No further notice to you of SBA's access rights is required during the term of any such agreement. The law also
authorizes SBA (o transler 1o another Government authority any financial records included in a application for a loan,
or concerning an approved loan or loan guarantee, as necessary (o process, service or foreclose on a loan guaranty or collect on a
defaulted loan guaranty.

Freedom of Information Act (5 U.S.C. 552)

This law provides, with some exceptions, that SBA must supply information reflected in agency files and records to a person
requesting it. Information about approved loans that will be automatically released includes, among other things, statistics on
our loan programs (individual borrowers are not identified in the statistics) and other information such as the names of the
borrowers (and their officers, directors, stockholders or partners), the collateral pledged to secure the loan, the amount of the
loan, its purpose in general terms and the maturity. Proprictary data on a borrower would not routinely be made available to third
parties. All requests under this Act are 1o be addressed to the nearest SBA office and be identified as a Freedom of Information
request,

Executive Order 12549, Debarment and Suspension (2 CFR 2700)

1. The prospective borrower certifies, by submission of its loan application, that neither it nor its principals are
p Iy debarred. led. proposed for debarment, declared ineligible, or voluntarily excluded from participation in this
transaction by any Federal department or agency.

2. Where the borrower is unable to certify to any of the statements in this certification, such shall attach an explanation to
the application,

Page 4

SBA Form 4130 (08-14) Previous Editions Obsolete
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|
Figure 7: SBA Form 1368 — Additional Filing Requirements Economic Injury
Disaster Loan, and Military Reservist Economic Injury Disaster Loan

OMB No. 32450017

:_\,\. BUs, Expiration Date: 01/31/2018
a U. S. Small Business Administration
e
","_ 1553 A
ISTH ADDITIONAL FILING REQUIREMENTS

ECONOMIC INJURY DISASTER LOAN (EIDL), and
MILITARY RESERVIST ECONOMIC INJURY DISASTER LOAN (MREIDL)

An EIDL is limited to providing working capital that is unavailable from other sources, as determined by the U.S. Small Business
Administration (SBA), for an eligible business to continue operations until the effects of the declared disaster have passed.

* A MREIDL is limited to providing working capital that is unavailable from other sources, as determined by the SBA, for an
eligible business to continue operations until the effects of a call-up to active duty (as a result of a military conflict) of an
essential employee have passed.

The APPLICANT must be a small business or small agricultural cooperative, as defined in SBA's published size standards, or
an eligible private non-profit organization of any size.

The APPLICANT must establish that the claimed economic injury is substantial and is a direct result of the declared disaster.
For MREIDL, the apg it must establish the claimed economic injury is substantial and is a direct result of the call-up of an
essential employee. Substantial economic injury generally means a decrease in income from operations or working capital
with the result that the business is unable to meel ils obligations and pay ordinary and necessary operaling expenses in the
normal course of business.

PROVIDE THE FOLLOWING INFORMATION IN ADDITION TO THE REQUIREMENTS ON THE
“DISASTER BUSINESS LOAN APPLICATION,” SBA FORM §

Monthly Sales Figures

Provide monthly sales figures {you may estimate if actual figures are not available) beginning 3 years prior to the disaster and
continuing through the most recent month available.
PLEASE NOTE: Identify any estimates with a small letter “e” after the number.

Month Fiscal year Fiscal year Fiscal year Current year/
to date
*Totals
“Please note: the total figures for each year should reconcile to the sales figures on your tax returns for the

corresponding fiscal year.

PLEASE SUBMIT ANY ADDITIONAL NARRATIVE OR FINANCIAL INFORMATION
YOU FEEL WILL HELP ESTABLISH YOUR ECONOMIC LOSS

CONTINUED ON REVERSE

SBA Form 1388 (02-15) Reference SOP 50-30 Previous ediions are cbsolete.

Source: Small Business Administration. | GAO-17-67 Part 1 of 2
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Period covered by this forecast. From

It can be helpful to provide a financial forecast to illustrate what the income and expenses for the business
will be during the period affected by the disaster until normal operations resume. This is not required.
This optional format is provided for your convenience.

To

Net sales (receipts)

Less cost of goods sold

.Gmss proﬁt

Less expenses
Officers salaries

Employee wages

Advertising

Rent

Utilities

Interest

Taxes

__Insurance

Other expenses

Total expenses

Met profit <Loss> before income taxes

PLEASE SUBMIT ANY ADDITIONAL NARRATIVE OR FINANCIAL INFORMATION
¥OU FEEL WILL HELP ESTABLISH YOUR ECONOMIC LOSS

‘Washington, DC 20416 and Desk Officer for the Small Business Admil

Please note: The estimated burden for completing this form is 1 hour, You are not required to respond to any collection of infermation unless it displays a
current valid OMB approval number. Comments on the burden should be sent 1o U.S. Small Business Administration; Chiel, AIB; 409 3rd St., W,

; Office of and Budget, New Executive Office Building, Room
10202, Washington, DC 20503, OMB Approval (3245-0017). Please do not send forms to OMB.

Source: Small Business Administration. | GAO-17-67
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|
Figure 8: SBA Form 159D — Fee Disclosure Form and Compensation Agreement

18 OMIE Control No: 32450201

FEE DISCLOSURE FORM AND COMPENSATION AGREEMENT
For Agent Services In Connection With an SBA Disaster Assistance Loan

POLICIES AND REGULATIONS CONCERNING REPRESENTATIVES AND THEIR FEES

Purpose of this form: Section 13 of the Small Business Act requires that an SBA disaster loan applicant
(“Applicant”) identify the names of persons engaged by or on behalf of the Applicant for the purpose of
expediting the application and the fees paid or to be paid to any such person. 13 C.F.R., Part 103.5 requires any
agent or packager to execute and provide to SBA a compensation agreement (“Agreement”). SOP 50-30,
Appendix 14 defines how the reasonableness of fees may be determined. Each Agreement governs the
compensation charged for services rendered or to be rendered to the Applicant in any matter involving SBA
assistance. “Agent” includes a loan packager, accountant, attorney, consultant, engineer, architect, appraiser, or
any other party that receives compensation from representing an Applicant for an SBA disaster loan.

SBA does not require an Applicant to engage the services of any Agent to file an application or close a loan. No
fees or compensation will be reimbursed or paid by SBA to any Agent. If an Applicant chooses to employ an
Agent, the compensation an Agent charges to and that is paid by the Applicant must bear a necessary and
reasonable relationship to the services actually performed and must be comparable to those charged by other
Agents in the geographical arca. Compensation cannot be contingent on loan approval. In addition,
compensation must not include any expenses which are deemed by SBA to be unreasonable for services actually
performed or expenses actually incurred. Compensation must not include charges prohibited in 13 CFR 103 or
SOP 50-30, Appendix 14, If the compensation is determined by SBA to be unreasonable, the Agent must cancel
the compensation, or refund to the Applicant any portion the Applicant already paid. In cases where SBA decms
the amount of compensation unrcasonable, the Agent must reduce the compensation to an amount SBA deems
reasonable, refund to the Applicant any sum in excess of the amount SBA deems reasonable, and refrain from
charging or collecting directly or indirectly from the Applicant an amount in excess of the amount SBA deems
reasonable. Violation by an Agent of any of these rules may result in SBA’s suspension or revocation of the
Agent’s privilege of conducting business with SBA.

The following are not considered Agents for purposes of this Agreement and, therefore, are not required to
complete this Agreement: 1) Applicant’s accountant for the preparation of financial statements or tax returns
required by the Applicant in the normal course of business and not related to the loan application; 2) Any
professional retained by Applicant for services required by the Applicant in the normal course of business and not
related to the application or loan closing. Direct costs associated with document preparation in connection with
the loan closing do not need to be reported in this Agreement.

Instructions on completion of this form: This form must be completed in connection with a loan application if
the Applicant has paid (or will be paying) compensation to an Agent in excess of the following amounts:

$500 for a disaster home loan

$2500 for a disaster business loan
If the compensation exceeds these amounts, the Agent must provide an itemization and justification of the
services performed.

There must be a completed Agreement for each Agent compensated by the Applicant. 1f the certifications are
made by a legal entity other than an individual (e.g., corporation, limited liability company), execution of the
certification must be in the legal entity’s name by a duly authorized officer or other representative of the entity; if
by a partnership, execution of the certification must be in the partnership’s name by a general partner,

PLEASE NOTE: The estimated burden for completion of this Form 15910 is 5§ minutes per response, Y ou are nod required 1o respond 1o this information collection
unbess it displays a currently valid OMB approval number. Comments on the burden should be sent 1o U5, Small Business Administration, Chiel, Admini i
Information Branch, Washin, C. 20416, and Desk Officer for SBA, Office of Management and Budget, New Exec. Office Building, Room 10202, Washington,
D, C. 20503, (3245-0201). PLEASE DO NOT 3 FORMS TO OMB,

SBA Form 15913 {7-05) Ref SOP 50 30 Previous edition of SBA 159 obsolete 1
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FEE DISCLOSURE FORM AND COMPENSATION AGREEMENT
For Agent Services In Connection With an SBA Disaster Assistance Loan

Loan applicant name:

Busincs;i Name (if different from Loan Applicant):

Agent’s Agreement: By signing this Agreement, the undersigned Agent agrees that it has not nor will not directly or
indirectly charge or receive any payment in connection with the application for or making of the SBA loan except for
services actually performed on behalf of Applicant and identified in this Agreement. The undersigned Agent certifies
that the information provided in this Agreement accurately describes the type of services it has provided to the
Applicant and that the compensation described in this Agreement is the only compensation that has been charged to or
received from the Applicant or that will be charged to the Applicant as an Agent for services covered by this

Agreement. False certifications can result in criminal prosecution under 18 U.S.C. § 1001 and other penalties
provided under law,

Type of services Agent provided to applicant:

[OLoan packaging OFinancial statements or | [JLegal services [JOther (describe):
tax returns prepared performed specifically
specifically for the for loan closing
application

Total compensation charged to applicant: $

If the compensation exceeds $500 for a disaster home loan or $2500 for a disaster business loan, the Agent must attach

a separate schedule itemizing 1) services performed, and 2) the hourly rate and the number of hours billed for that
service.

Agent Name and Signature: By

(Signature of agent) (Date)
B {I;’.\'-umn: o'r'";.ge:u .p-h.‘:lw [!I:lr;u_ ) tlrii.ﬂnc mumber n-l'-:'\-gvnl.}
(Business name of agent — please print)

{Business address of agent including zip code)

(Business address cont.)

Applicant’s certification: The undersigned Applicant certifies to SBA that the above representations and amounts are
the only amounts paid by the Applicant in connection with the services covered by the Agreement and are satisfactory to
the Applicant. False certifications can result in criminal prosecution under 18 U.S.C. § 1001 and other penalties
provided under law.

By:

{Applicant’s name) i of authorized representative, if applicabl (Date)

(Applicant’s name - please print) {Name of authorized representative — please print)

SBA Form 159D (7-05) Rel SOP 50 30 Previous edition of SBA 159 obsolete 2
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Figure 9: IRS Form 4506-T — Request for Transcript of Tax Return

Disaster
4 5 06_T Request for Transcript of Tax Return
Fom; o * Do not sign this form unless all applicable lines have been completed.
&;mr;:‘mh?-:;‘w ¥ Request may be rejected if the form Is Incomplete or illegible.
Internal Revenue Service » For more Information about Form 4506-T, visit www.irs.gov/form4506t.

OMBE No, 1545-1872

Tip. Use Form 4506-T to order a transcript or ather return information free of charge. See the product list below. You can quickly request transcripts by using our automarted
self-help service tools. Please visit us at IRS.gov and click on "Get a Tax Transcript..” under "Toels” or call 1-800-908-9946. If you need a copy of your return, use Form 4506,
Request for Copy of Tax Return. There s a fee to get a copy of your retum.

1a Mame shown on tax return, If a joint return, enter the name 1b First soclal murnr mmlmonla: return, I taxpayer
shown first, number, or emy (
2a If a joint return, enter spouse’s name shown on tax return, 2b Second soclal security number or indlvidual taxpay

number if joint tax return

3 Current name, address (including apt., room, or suite ne.), city, state, and ZIP code (see instructions)

4 Previous address shown on the last return filed if different from line 3 (see instructions)

S If the transcript or tax information is to be mailed to a third party (such as a mortgage company), enter the third party's name, address,
and telephone number.

Caution: If the tax transcript Is being malled to a third party, ensure that you have filled in lines 6 through 9 before signing. Skgn and date the form once you have
filled in these limes. Completing these steps helps to protect your privacy. Once the IRS discloses your tax transcript to the third party listed on line 5, the IRS has no
control over what the third party does with the information. If you would like to limit the third party’s authority to disclose your transcript information, you can
specify this limitation in your written agreement with the third party.

6  Transcript requested. Enter the tax form number here (1040, 1065, 1120, etc.) and check the appropriate box below. Enter only one tax form number per
request, #

a  Return Transcript, which includes most of the line items of a tax return as filed with the IRS. A tax return transcript does not reflect changes made
1o the account after the return is processed. Transcripts are only available for the following returns: Form 1040 series, Form 1065, Form 1120, Form
1120-A, Form 1120-H, Form 1120-L, and Form 11205, Return transcripts are available for the current year and retums prccessed durlng the p(lol 3
processing years. Most requests will be processed within 10 business days . . . O

b Account Transcript, which contains information on the financial status of the account, such as payments made on the account, penalty assessments,
and adjustments made by you or the IRS after the return was filed. Return information is limited to items such as tax liability and estimated tax
payments. Account transcripts are available for most returns. Most requests will be processed within 10 business days a m .4 Sa ' L4 la la s D

© Record of Account, which provides the most detailed i ion as it is a combination of the Return Transmp( and the Account Trans(rlpt
Available for current year and 3 prior tax years. Most requests will be processed within 10 business days 2

O

7 Verification of Nonfiling, which is proof from the IRS that you did net file a return for the year. Current year requests are only available after June
15th. There are no availability restrictions on prior year requests. Most requests will be processed within 10 business days . . . O

8  Form W-2, Form 1099 series, Form 1098 series, or Form 5498 series transeript. The IRS can provide a transcript that includes data from lhese
information returns, State or local information is not included with the Form W-2 information, The IRS may be able to provide this transcript information for
up te 10 years. Information for the current year Is generally not available until the year after it is flled with the IRS. For example, W-2 information for 2011,
filed in 2012, will likely not be available from the IRS until 2013, If you need W-2 i ion for purp you should contact the Social Secunry
Administration at 1-800-772-1213. Most requests will be processed within 10 business days . . . |
Caution: If you need a copy of Form W-2 or Form 1099, you should first contact the payer. Togeta (cpyofl‘ne Form W- 2 or me 1099 filed
with your return, you must use Form 4506 and request a copy of your return, which includes all attachments.

9  Year or period requested. Enter the ending date of the year or period, using the mm/dd/yyyy format. If you are requesting more than four years or
periods, you must attach another Form 4506-T. For requests relating to quartery tax returns, such as Form 941, you must enter
each quarter or tax period separately.

A thoomeey [0 p o f / / d i / /

Caution: Do not sign this form unless all applicable lines have been completed,

Signature of taxpayer(s). | declare that | am either the taxpayer whose name is shown on line 1a or 2a, or a person authorized to obtain the tax information
requested. If the request applies to a joint retumn, at least one spouse must sign. If signed by a corporate officer, 1 percent or more shareholder, partner, managing
member, guardian, tax matters partner, executor, receiver, administrator, trustee, or party other than the taxpayer, | certify that | have the authority to execute
Form 4506-T on behalf of the taxpayer. Note: For transaripts being sent to a third party, this form must be recelved within 120 days of the signature date.

Signatory attests that he/she has read the attestation clause and upon so reading declares that he/she has the

authority to sign the Form 4506-T. See instructions. E:\g:e ko FOk taepsyier on line 14

' Slgnature {see instructions) Date
Sign '
Here Title (if line 1a above is o corporation, partnership, estate, or trust)
’ Spouse’s signature Date
For Privacy Act and Paperwork Reduction Act Notice, see page 2. Cat. No. 37667M Form 4506-T (Rev. 9-2015)
Source: Small Business Administration. | GAO-17-67 Part 1of 3

Page 48 GAO-17-67 SBA Disaster Business Loans



Appendix II: Small Business Administration
Disaster Business Loan Application Forms

Form 4506-T (Rev. 9-2015)

Pagez

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

Future Developments
Fer the latest information abaut Form 4506-T and its

Chart for all other transcripts

If you lived in
or your business was
in:

Mail or fax to:

instructions, go to wwwirs.gov A

about any recent developments affecting Form 4506-T
{such as legislation enacted after we released it) will be
posted on that page.

General Instructions

‘Caution: Do not sign this form unless all appficable lines
have been completed.

Purpose of form. Use Form 4506-T to request tax return
information. You can also designate (on line 5) a thisd
party to receive the information. Taxpayers using a tax
year beginning in one calendar year and ending in the
following year (fiscal tax year) must file Form 4506-T to
Tequest a Feturn transeript.

Note: If you are unsure of which type of transcript you
need, request the Record of Account, as it provides the
maost detailed infarmation.

Tip- Use Form 4508, Request for Copy of
Tax Return, to request coples of tax returns.

L ou can quickly req)
transcripts by using our automated
self-help service tools, Please visit us at IRS.gov and click
on "Get a Tax Transeript...” under “Tools® or call
1-800-508-9945,
Where to file. Mail or fax Form 4506-T 1o
the address below for the state you lived in,
or the state your business was in, when that return was
filed, There are two address charts: one for individual

ipts (Form 1040 series and Form W-2) and i
all ather transeripts.

If you are requesting mare than ane transcript or
ather product and the chart below shows two different
addresses, send your request to the address based on
the address of your most recent return,

Chart for individual transcripts (Form
1040 series and Form W-2 and Form

Alabama, Alaska,
Arizona, Arkansas,
California, Colerado,
Florida, Hawaii, Idaho,
lowa, Kansas, Louisiana,
Minnesota, Mississippi,

Missouri, Montana, Internal Revenue Service

Nebraska, Nevada, New
Mexico,

North Dakota,
Oklahoma, Oregon,

RAIVS Team

P.0. Box 9941
Mail Stop 6734
Ogden, UT 84409

1099)

Ifyou filed an

individual return and  Mail or fax to:
lived in:

Alabama, Kentucky,

Louisiana, Mississippi,

Tennessee, Texas, a foreign  Intemal Revenue Service
country, American Samoa, RAIVE Team
Puerta Rico, Guam, the Stop 6716 AUSC
Commanwealth of the Aastin, TX 73301
Nesthem Mariana Islands,

the LS, Vingin lslands, or

AP.Q.or F.PO. address 512-460-2272

Alaska, Arizona, Arkansas,
California, Colorado, Hawail,
Idaho, llinois, Indiana, lows,  Intemal Revenus Service

Karssas, Michigan, RAIVS Team
Minresota, Montana, Stop 37106
Nebraska, Nevada, New Fresna, CA 93888
Mexica, North Dakaota,

Oklahoma, Oregon, South

Dakata, Utsh, Washington,

Wisconsin, Wyoming 5594567227

Connecticut, Delaware,
District of Cobumibia, Florida,

Geargia, Maine, Maryland, Intemal Revenue Service

Massachusetts, Missouri, RAIVS Team

Mew Hampshire, New Sap 6705 P6

Jersey, New York, North Kansas City, MO 64999
Carolina, Ohia,

Penngytvania, Rhode lsland,

South Carolina, Vermaont,

Wirginia, West Virginia B16-292-6102

South Dakota, Texas,
Utah, Washington,
Wyoming, a foreign
country, American
Samoa, Puerto Rico,
Guam, the
Commonwealth of the
Northern Mariana
lslands, the LL5. Virgin
Islands, or AP.O. or
FP.O. address

801-620-6922

Corporations. Generally, Form 4506-T can be signed
by: (1) an officer having legal authority to bind the
corporation, [2) any person designated by the board of
directors or other governing bady, or (3) any officer or
employee on written request by any principal officer and
attested 1o by the secretary or other officer. A bona fide
shareholder of record owning 1 percent or more of the
outstanding stock of the corparation may submit a Farm
4506-T but must provide decumentation 1o suppon the
requester’s right ta receive the information,

Partnerships. Generally, Form 4506-T can be signed
by any person who was a member of the partnership
churing any part of the tax period requested on line 9,

All others. See section 6103(e] if the taxpayer has
died, is insoivent, is a dissolved corporation, or if a
trustee, guardian, executor, receiver, or administrator is.
acting for the taxpayer,

Mote: if you are Heir at law, Next of kin, or Beneficiary
you masst be able to establish a material interest in the
estate of trust,
Decumentation. For entities other than individuals, you
st attach the authorization document. Fos example,
this could be the letter from the principal officer
horizi ph f the ion or the

letters testamentary authorizing an individual to act for
an estate.

bya fve. A ive can
sign Form 4506-T for a taxpayer only if the taxpayer has

Connecticut, Delaware,
District of Columbia,
Geargia, lllinois, Indiana,

Kentucky, Maine, Internal Revenue Service
Maryland, RAIVS Team
Massachusetts, P.O. Box 145500
Michigan, New Stop 2800 F

Hampshire, Mew Jersey, Cincinnati, OH 45250
New York, North

Carolina,

Ohig, Pennsylvania,

Rhode Island, South

Carolina, Tennessee,

Vermont, Virginia, West 859-660-3592
Virginia, Wisconsin

Line 1b. Enter your employer identification number
{EINY if your recuoest relates to a business return.
Otherwise, enter the first social security number [SSN) or
your individual taxpayer identification numbser (ITIN]
shown on the return, Fer example, if you are requesting
Form 1040 that includes Schedule C (Form 1040), enter
your S5M.

Line 3. Enter your current address. If you use s P.O. bex,
include it on this line.

Line 4. Enter the address shown on the Last return filed if
different from the address entered on line 3.

Note: If the acidresses en lines 3 and 4 are different and
you have not changed your address with the IRS, file
Farm 8822, Change of Address. For a business address,

pecifically ) this authority to the
representative on Form 2848, line 5. The representative
st attach Form 2848 showing the delegation ta Form
4506-T.

Privacy Act and Paperwork Reduction Act Notice. We
ak fior the & i i this farrm blish your
right to gain access to the requested tax infermation
under the Intemal Revenue Code. We need this
infarmation to properly identify the tax information and
respond 1o your request. You ane not required to request
any transcript; if you do request a transcript, sections.
6103 and 6109 and their regulations require you to
provide this information, including yeur S5N or EIN. If
you do not provide this infarmation, we may not be able
o process your request. Providing false or fraudulent
Information may subject you to penalties.

Reutine uses of this information include giving itte
the Departrnent of Justice for civil and criminal liigation,
and cities, states, the District of Columbia, and US.
eommonwealths and possessions for use in
adrministering their tax laws. We may also disclose this
infaemation to other countries under a tax treaty, to
federal and state agencies 1o enforce federal nontax
criminal Laws, or to federal law enforcement and
Intelligence agencies to combat terrorism.

You are not required 1o 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

rmay by ial in the ad Fany
Internal Revenue law. Generally, tax returns and return
i i dential, as required by section 6103,

file Farm 8822-8, Change of Address or ik
Party — Business.
Line 6. Enter only one tax form number per
request.
Signature and date. Form 4506-T must be signed and
dated by the taxpayer listed on line 1a or Za. f you

line 5 ing the i jon be sent toa
third party, the IRS must receive Form 4506-T within 120
days of the date signed by the taxpayer or it will be
rejected. Ensure that all applicable lines are completed
before signing.
You must check the bex in the signature area
to acknowledge you have the autharity to
sign and request the information. The farm
will nat be processed and returned to you if

Individuals. Transcripts of jointly filed tax retums may
be fumnished to efther spouse. Only one signature is
required. Sign Form 4506-T exactly as your name
ppeared on the original If you changed your

narme, also sign your current name.

The time needed to complete and file Form  4506-T
will vary d i indivi i The
estimated average time i Learning about the law or
the form, 10 min. Preparing the form, 12 min. and
Copying, assembling, and sending the form to the
IRS, 20 min.

M you have comments concemning the accuracy of
these time estimates or suggestions for making Form
4506-T simpler, we would be happy to hear from you,
You can write to:

Internal Revenue Service Tax Forms

and Publications Division mnm

Constitution Ave. NW, IR-6526 Washington, DC

20224

Do not send the form to this address. Instead, see
Where ta file on this page.

Source: Small Business Administration. | GAO-17-67
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Appendix II: Small Business Administration
Disaster Business Loan Application Forms

Instructions for Completing the IRS Tax Authorization Form 4506-T
SBA requires you to complete the IRS Form 4506-T as a part of your disaster loan application
submission. The form authorizes the IRS to provide federal income tax information directly to SBA.
Although the form is available online, it cannot be transmitted electronically.

The IRS Form 4506-T must be completed and submitted with each SBA disaster loan application,
even if you are not required to file a federal income tax return.

A separate IRS Form 4506-T must be returned with the SBA disaster loan application for:

(1) each disaster loan applicant (individuals filing joint returns may use a single IRS Form 4506-T),

(2) each corporation or partnership in which the disaster loan applicant holds a 50% or greater interest,
(3) each individual or entity which holds a 20% or greater interest in the disaster loan applicant,

(4) each general partner, and

(5) each affiliate business.

Where To Send Form 4506-T (Include yaur full name and your Application Refe #onall bmitted to the SBA.)

U.S. Small Business Administration
Processing & Disbursement Center
Mail your completed document(s) to: Attn: ELA Mail Department

P.O. Box 156119

Fort Worth, TX 76155

® Fill in section 1-4, 6, 6c, 9, Signature, Date and Title

@ Enter the name of the individual taxpayer, or business
(whichever is applicable) that was used to file the tax retumn in
section 1a. If you file a joint tax return, include the name of the

Disaster

joint filer that was used to file the tax return on line 2a.
Request for Transcript of Tax Return

® Next, enter the taxpayer identification number, i.e. Social e 4 Sept bttt iy wia
Secunty number (S5N) in section 1b. If you file a joint tax retum, x
include the SSN for the second filer in section 2b.

® |f the authorization is for a business, enter the Employer
Identification Number (EIN) in section 1b.

® Enter your current address in section 3. If name is different now
than on the transcript being requested, enter the current name
as well

® Enter your previous address in section 4 only if different than
the current address in section 3.

® Enter the tax transcript you filed in section €. If this request is
for an individual, enter 1040. If this request is for a business,
please enter the business tax return you filed for the year (not
quarterly returns). Examples might be 1085, 1120, 990, 1041,
etc.

® Check the box for 6c only.

@ |f the authorization is for an individual, include the 2 most recent
years a tax return was filed. If the authorization is for a
business, include the most recent 3 years a tax return was filed, -
including the end of the fiscal year of the business. Format is e o e g o ot o et e ey ke e g s o
MM/DDYYYY for all authorizations. P

@ Enter the telephone number of the first, or second filer in the
signature area.

@ |f you filed a joint tax return, only one filer is required to sign.

@ Signer Title: If the authorization is for a business, the signer
must be authorized to request the tax transcript. Examples of
authorized representatives of a business might be President,

Page 50

Secretary, Treasurer, Vice President, Chief Executive Officer, = e e -
Chief Financial Officer, Owner, Managing Partner, General
Partner, Limited Partner, Partner, Managing Member, or
Trustee.
Source: Small Business Administration. | GAO-17-67 Part 3of 3
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Appendix lll: SBA and ACSI Customer
Satisfaction Surveys

Figure 10: SBA Customer Service Center Survey Instrument

OMB Control No. 3245-0370
Expiration Date: 03/31/2019

Customer Questionnaire
Customer Service Center (CSC & FOC)

When the QA Monitor contacts the customer, he would use the following script:

Good morning/afternoon, my name is . A'm calling from the US
Small Business Administration Disaster Assistance Customer Service Center. Our records
show that you (or a member of your family) recently spoke with a representative of the SBA
regarding disaster assistance. Would you (or that person) be available to participate in a
short customer satisfaction survey regarding the service provided? Your responses are
voluntary, however, your opinion would help us evaluate whether we are meeting the needs
of the public. You also do not have to respond if this survey is not approved by the U.S.
Office of Management and Budget (OMB). The OMB approval I for this suwrvey is 3245-
0370, and it expires on 03/31/2019.

If No:

Thank yvou anvway, and please don’'t hesitate to call us again if you have any questions or
concerns. Goodbye. (Wait for the customer to hang up)

If Yes:

Thank vou. We have just 8 questions, and will not take longer than 5 minutes ... (Pause for
a second and then ask the first question).

Answer Answer
Weight Type

. Was your call answered promptly? 1.0 Y/N
(For FOC: Once you arrvived at the SBA table, were you assisted
promptly by an SBA representative?)

Using a scale of 1 - 5, with 5 being the highest, please rate the
agent in the following areas:

1.0 1-5

2. Was the SBA Representative courteous and professional?

3. Did the SBA Representative display concern and sympathy for 1.0 1-5
your situation?

4. Was the SBA Representative able to answer your questions to 1.0 1-5
vour satisfaction?

5. Did the SBA Representative appear knowledgeable about the 1.0 1-5
subject matter?

6. Based on your call, please rate your overall experience with the 1.0 1-5

Customer Service Center.
(For FOC: Based on your visit, please rate your overall
experience with the SBA staff at the center.)

Two open ended question giving the respondent an opportunity lo provide comments:
7. Based on your experience with the SBA, do you have any
suggestions for making the process casicr? Not rated N/A

8. Is there anything else I can assist you with?
(If necessary, the Survey administrator will assist the customer)

SBA Form 2313 CSC/FOC (2016)

Source: Small Business Administration. | GAO-17-67
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Appendix lll: SBA and ACSI Customer
Satisfaction Surveys

Figure 11: ACSI Customer Satisfaction Survey Instrument

SBA Office of Disaster Assistance 2015 Customer Satisfaction Survey

American Customer Satisfaction Index
Small Business Administration Survey
FINAL VERSION 2015

Introduction

PROG. NOTE: Move in CONTACT NAME from sample
[CONTACT NAME]: CONTNAME FROM SAMPLE

PROG. NOTE: Move in SAMPLE TYPE from sample
[SAMPLE TYPE]: ACTION FROM SAMPLE
1=A (Approved)
2=D (Declined)
3=W (Withdrawn)

May | speak with (RESTORE CONTACT NAME)?

Hello. The Small Business Administration program has hired my company, [Data Collection
Company], to call on their behalf to conduct a brief survey about their low-interest disaster
assistance loan program. The purpose of this survey is to provide SBA with feedback from their
customers to assist them in improving customer service. Your answers are voluntary and we
will not ask any questions about confidential information. If at any time you do not feel
comfortable answering a question, please say so0. Your responses will be held completely
anonymous, and you will never be identified by name. This interview is authorized by the Office
of Management and Budget Control Mo. 1090-0007, which expires May 31, 2018. This
interview will take approximately 10 — 15 minutes.

Screener

(IF RESPONDENT IS ON THE PHONE, ENTER “1” WITHOUT READING QA AND
CONTINUE. IF NOT, REREAD INTRO IF NECESSARY.)

QA. May | speak with the person, or one of the persons, who recently applied for a low-
interest disaster assistance loan through the Small Business Administration’s Disaster
Assistance Program?

1 Yes (Continue)

2 Yes, but not available now  (Schedule callback)
3 Mo (Terminate)

4 Reread intro

DK (Terminate)

REF (Terminate)

PROG. NOTE: If “4” is selected, restore intro

Source: Small Business Administration. | GAO-17-67 Part 1 of 6
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Appendix lll: SBA and ACSI Customer
Satisfaction Surveys

SBA Office of Disaster Assistance 2015 Customer Satisfaction Survey

Application Process
Q1.  Did you apply using the electronic loan application?

: Yes
2. No
3. Don't Know

If Q1=YES READ INTRO1 THEN ASK Q2-Q7
If Q1=NO OR DON'T KNOW READ INTRO2 THEN ASK Q2-Q7

INTRO1 Now, let's think about the electronic application process required after you received a
disaster loan application to complete from the SBA's Disaster Assistance Program.... On a
scale from “1" to “10," where “1” is “poor” and “10" is “excellent,” please rate the following:

INTROZ2 Now, let's think about the paper application process required after you received a
disaster loan application to complete from the SBA's Disaster Assistance Program.... On a
scale from “1" to “10," where “1" is “poor” and “10" is “excellent,” please rate the following:

Q2.  SBA making it clear to you what information was required from you for completing the
application

Q3.  Clarity of application instructions

Q4. Ease of attaining the information required to fill out the application

Q5. The ease of filling out the loan application paperwork

Q6. Amount of paperwork required to complete the loan application

Q7.  Clarity of the terms of the loan program

Customer Service Center

Q8.  During the process were you in contact with the SBA customer service center?
1 Yes
2. No (skip to next section Q14 ‘Recovery Center’)

And thinking about the customer service you received from the SBA's personnel... On a scale
from “1" to “10,” where “1" is “poor” and “10" is “excellent,” please rate the following:

Q9.  Availability of customer service personnel

Q10. Professionalism of customer service personnel

Q11. Knowledge of customer service personnel

Q12. Helpfulness of customer service personnel

Q13. Ability to answer your questions or if needed to direct you to the correct SBA
representative

Recovery Center

Q14. Did you visit a local disaster recovery center?

27
Source: Small Business Administration. | GAO-17-67 Part 2 of 6
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Appendix lll: SBA and ACSI Customer
Satisfaction Surveys

SBA Office of Disaster Assistance 2015 Customer Satisfaction Survey
1. Yes
2. No (skip to next section Q21 ‘Inspection Process’)

And thinking about your recovery center experience on a scale from “1" to “10," where “1" is
“poor” and "10" is “excellent,” please rate the following:

Q15. Ease of finding location

Q16. Hours of operation being convenient

Q17. Availability of SBA staff

Q18. Professionalism of SBA staff

Q19. Knowledge of SBA staff

Q20. Helpfulness of SBA staff

Inspection Process

Q21. Did a SBA Field Inspector come to your property to estimate the cost to repair your lost,
damaged or destroyed property?
1. Yes
2, No (skip to the next section INTRO TO Q30. 'Decision Process’)

Q22. Did you or your representative meet with the Inspector on site?
1. Yes
2 Mo (skip to the next section INTRO TO Q30. '‘Decision Process’)

In recalling the on site meeting with the Inspector on a scale of “1” to “10" where 1" is "poor”
and “10” is “excellent”, please rate the following:

Q23. Introduction of visit

Q24. Clear explanation of visit inspection purpose

Q25. Responsiveness to questions

Q26. Program knowledge

Q27. Courteousness

Q28. Professionalism

Q29. Explanation of next steps

Decision Process

Now, let's think about the decision process from SBA's Disaster Assistance Program.... Ona
scale from “1" to “10,” where “1" is “poor” and “10" is "excellent,” please rate the following:

Q30. The timeliness of the decision
Q31. Fairness of the decision based on requirements

Loan Closing

Q32. Did you receive a loan closing package?

28
Source: Small Business Administration. | GAO-17-67 Part 3 of 6
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Appendix lll: SBA and ACSI Customer
Satisfaction Surveys

SBA Office of Disaster Assistance 2015 Customer Satisfaction Survey
1. Yes
2. No (skip to next section INTRO TO Q38 ‘ACSI Benchmark Questions’)

Mow, let's think about the loan closing package you received. On a scale from “1" to “10,” where
“1" is “poor” and “10" is “excellent,” please rate the following:

Q33. Clarity of information in package about closing process
Q34. Ease of following the required steps to close
Q35. Timeliness of receiving loan funds AFTER the closing was complete

Q36. How was your loan closed?
1. SBA Center with SBA staff (skip to next section INTRO TO Q38 ‘ACSI
Benchmark Questions’)

2. Mail
3. Other
Q37. Did you obtain assistance by phone during the closing process?
1: Yes
2. No

ACSI| Benchmark Questions

Satisfaction includes many things. Let's move on and talk about your overall satisfaction with
the SBA's Disaster Assistance Program loan application process.

Q38. First, please consider all your experiences to date with the SBA loan application
process. Using a 10-point scale on which “1” means “very dissatisfied” and “10” means
“very satisfied,” how satisfied are you with the SBA loan application process?

Q39. Considering all your expectations, to what extent has the SBA's loan application process
fallen short of or exceeded your expectations? Using a 10-point scale on which “1" now
means “falls short of your expectations” and “10" means “exceeds your expectations,” to
what extent has the SBA loan application process fallen short of or exceeded your
expectations?

Q40. Forget the SBA loan application process for a moment. Now, | want you to imagine an
ideal process that offers low-interest loans for disaster recovery assistance. (PAUSE)
How well do you think the SBA loan application process compares with that ideal?
Please use a 10-point scale on which “1" means “not very close to the ideal” and “10”
means “very close to the ideal.”

Complaints

Next, | want to think about any communication you may have had over the past year regarding
complaints about your experience with the SBA’s Disaster Assistance Program loan application
process.

Source: Small Business Administration. | GAO-17-67 Part 4 of 6
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Appendix lll: SBA and ACSI Customer
Satisfaction Surveys

SBA Office of Disaster Assistance 2015 Customer Satisfaction Survey

Q41. Have you complained to the SBA about the loan application process within the past
year?

1 Yes
2 No (skip to next section Q43)

Q42. How well, or poorly, was your most recent complaint handled? Using a 10-point scale
on which “1” means “handled very poorly” and “10" means “handled very well," how
would you rate the handling of your complaint?

Q43. How difficult or easy was it to make your most recent complaint? Using a 10-point
scale on which “1" means “very difficult” and 10" means “very easy,” how difficult or
easy was it to make a complaint?

Confidence

Q44. How confident are you that the SBA’s Disaster Assistance Program will do a good job in
the future providing low-interest disaster recovery loans? Using a 10-point scale on
which “1" means “not at all confident” and “10" means “very confident,” how confident
are you that SBA will do a good job in the future?

Q45. If asked, how willing would you be to say positive things about the job the SBA's
Disaster Assistance Program is doing in issuing low-interest loans? Using a 10-point
scale on which “1” means “not at all willing” and “10" means “very willing,” how willing
would you be to say positive things about the SBA?

Custom Questions

{IF SAMPLE TYPE=1 ASK INTRO TO QD1; OTHERWISE GO TO QD4A}
Now, we need to ask you a few questions about the loan process and the type of loan you
received...

QD1. SBA may also provide hazard mitigation loan funds (Note that mitigation funds are only
for those eligible for a Physical loan) so you may need to determine that first). These
funds may be used to make improvements to your property to prevent similar future
damage. Included with your loan from SBA, did you receive funds for hazard

mitigation?
1 Yes
2 No

{IF QD1 = 2, ASK QD1A; OTHERWISE GO TO QD2}
QD1A. Why didn’t you receive hazard mitigation loan funding?

1 Was not told/did not know about mitigation funding

2 Did not want to borrow additional money
3 Mitigation project desired was not eligible
30
Source: Small Business Administration. | GAO-17-67 Part 5 of 6
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Appendix lll: SBA and ACSI Customer
Satisfaction Surveys

SBA Office of Disaster Assistance 2015 Customer Satisfaction Survey
4 Mitigation funds allowed were not sufficient to complete project
5 Other reason

QD2. SBA's Disaster Assistance Program provides loans to various disaster victims. What
type of loan did you receive from SBA? (READ CODES 1-4; ACCEPT UP TO FOUR

MENTIONS)

1 Personal Property Replacement Loan (Renter)

2 Personal or Real Property Replacement Loan (Homeowner)
3 Physical Disaster Loan (Business Owner)

4 Economic Injury Loan (Business Owner)

{IF QD2 = 1, ASK QD2A; OTHERWISE GO TO FILTER BEFORE QD2B}

QD2A. Were you able to replace your disaster-damaged personal property within six months
after you received all your loan proceeds?

1 Yes
2 No

{IF QD2 = 2, ASK QD2B; OTHERWISE GO TO FILTER BEFORE QD2C}

QD2B. Were you able to repair your disaster-damaged home or replace your disaster-
damaged personal property within six months after you received all your loan
proceeds?

1 Yes
2 No

{IF QD2 = 3, ASK QD2C; OTHERWISE GO TO FILTER BEFORE QD2D}

QD2C. As a recipient of a physical disaster loan for your business, were you able to repair or
replace your disaster-damaged property within six months after you received all your
loan proceeds?

Yes
Z No

{IF QD2 = 4, ASK QD2D; OTHERWISE GO TO QD4A}

QD2D. As a recipient of an economic injury loan, was your business in operation within six
months after you received all your loan proceeds?

1 Yes
2 No

QDS5A. Could you please tell me the name of your city?

[OPEN ENDJ

QD5B. May | please have your zip code?

Thank you for your time today. The Small Business Administration would like to thank
you for your feedback and will use it to improve its services. Have a good day.

Source: Small Business Administration. | GAO-17-67 Part 6 of 6

Page 57 GAO-17-67 SBA Disaster Business Loans



Appendix IV: Small Business Administration
Disaster Business Loan Resources

Figure 12: SBA Disaster Loan Assistance Web Portal
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Source: Small Business Administration website. | GAO-17-67
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Appendix IV: Small Business Administration

Disaster Business Loan Resources

Figure 13: SBA Disaster Loan Fact Sheet for Businesses of All Sizes

TRANSLATE LOGIN  RE

Starting & Managing Loans & Grants

Loans & Grants
See What SBA Offers

at SBAC

SBA Loan Programs

General Small Business

Loans: 7{a

Microloan Program

Equipment
04

Disaster Loans

Loan

Types of Disaster
Loans

Current Disaster
Declarations

SBA.gov » Loans & Granis » See What SBA Offers » SBA Loan Programs » Disaster Loans » Disaster Loan Fact Sheets » Fact Sheet for Businesses of All Sizes
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Fact Sheet for Businesses of All Sizes

If your business or private, nonprofit organization has suffered physical damage or your small business.
or private, nonprofit organization of any size has sustained economic injury after a disaster, you may be
eligible for financial assistance from the U.S. Small Business Administration. If your business—
regardless of size—is located in the decfared disaster area, you may apply for a long-term, low-interest
loan to repair or replace damaged property.

Even if your property was not damaged and you are a small business owner or a private, nonprofit
organization, you may apply for a working capital loan from the SBA to relieve the economic injury
caused by the disaster.

Physical Disaster Loans

to $2 million to repair or replace damaged real estate, equipment, inventory and

be increased by as much as 20 percent of the total amaount of physical loss, as w

protect the property against future disasters of the same type. These loans will ¢ LINC
urder-insured losses.

Businesses of all sizes and private, nonprofit organizations may apply for a Phys !!

Economic Injury Disaster Loans

Small businesses, small agricultural cooperatives, small businesses engaged in a
private, nonprofit organizations of all sizes suffering substantial economic injury
Economic Injury Disaster Loan of up to $2 million to meet necessary financial ob _
business would have paid if the disaster had not occurred.

Interest Rates

The interest rate on both these loans will not exceed 4 percent if you do nat haw

elsewhere, Repayment can be up to 30 years, depending on the business's abilit
and nonp: rgan. with credit avallable elsewhere, the inte

8 percent. SBA determines whether the applicant has credit available elsewhere,

Application Information

Source: Small Business Administration. | GAO-17-67 Part 1 of 2
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Find Other Sources for Financing

Businesses may apply directly o the S--BA for possible assistance. The EE& will send an inspector o
estimate the cost of your damage once you have completed and returned your loan application,

SBA now offers you the opticn of filing your business disaster loan application glactronically.
Downloadable application forms are available at: Apply for Assistance.

For additional Infermation, please contact our Customer Service Center, Call 1-800-659-2955 (TTY: 1-
BO0-877-8339) or e-mall disastercusiomersenices

Frequently Asked Questions

What information must | submit for a disaster loan?

Submit a completed loan application and a signed and dated IRS Form 4506-T giving permission for the
IRS to provide the SBA your tax retur information.

To process your application we need current financial information such as a personal financial
a current profit-and- , balance sheet and a list of debts.

€an | use the disaster loan to expand my business?

The disaster loan helps restore property to pre-disaster condition, and, under certain circumstances,
protects the structure from future disasters, It cannot upgrade or expand a business unless required by
local building codes,

1 already have a mortgage on my business. Can the SBA refinance my mortgage?

The 5BA can refinance all or part of a previous morntgage in some cases when the applicant does not
have credit available elsewhere, has suffered uninsured damage (40 percent or more of the property
valuel, and intends to repair the damage, SBA disaster loan officers can provide additional details,

How soon before | know I've been approved for a loan?

The sooner you return the completed loan application, the sooner the SBA can process it. The SBA tries
to make a decision within two to three weeks. Make sure the application is complate. Missing
information is a major cause of delays,

Is collateral required for these loans?
Physical business loans over $25,000 and EIDL loans over $25,000 must be secured to the extent
possible.

Should | wait for my insurance settlement before | file my loan application?

Mo, Don't miss the filing deadline by waiting for an Fimal i information
can be added when a settlement is made. The SBA can approve a loan for the total replacement cost,
but any insurance proceeds that duplicate SBA' loan must be applied to your SBA loan,

How may | use an Economic Injury Disaster Loan?

The loan provides working capital for disaster-related needs until your business or private, non-profit
organization recovers. You may request an EIDL for the amount of economic injury but not in excess of
what your business or private, non-profit organization could have paid if the disaster had not occurred.
EIDL loans cannot refinance longterm debts or pravide working capital needed before the disaster, EIDL
loans do not replace sales or lost profits.

Must | submit a personal financial statement with my loan application?

Yes. The SBA must review a financlal statement for each owner and one for each partner, officer,
director and stockholder with 20 percent or more ownership, The SBA requires the principals of the
business to personally guarantee repayment of the loan, and in some instances to secure the loan by
pledging additional collateral,

Flan to Stay in Business

Continuity planning assures your business will function as soon as possible after 2 natural or man-
made disaster.

Review Insurance Coverage

Inadequate insurance coverage can bead to major financial loss if your business is damaeed, destroved
or simply interrupted, Store records your insurance provider will want to see aft

safe place, ‘!

Prepare for Utility Disruptions
Examine which utilities are vital to your business's day-to-day operation. Identify LINC
as portable generators to power the vital aspects of your business in an emerge)

Secure Facilities, Buildings and Plants

Identify what production machinery, computers, custom parts or other essential
o keep your business open. Plan how to replace or repair vital equipment. Store
in an emergency. Plan what you will do if your building, plant or store is not usat

Back-up Financial Records
Back-up financial records and other vital information stored on computer hard ©
stored in a portable lockbox office, at least 500 miles away.

business neads.

Source: Small Business Administration. | GAO-17-67 Part 2 of 2
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Figure 14: A Reference Guide to the SBA Disaster Loan Program

U.S. Small Business Administration

A Reference Guide to the
SBA Disaster Loan Program

o Disaster Preparedness
e Disaster Assistance
o Disaster Recovery

Providing Help to Businesses, Homeowners and Renters

Source: Small Business Administration. | GAO-17-67 Part 1 of 15

Page 61 GAO-17-67 SBA Disaster Business Loans



Appendix IV: Small Business Administration
Disaster Business Loan Resources

Table of Contents

Mission Statement ....... = 3 1
Introduction - .- " - .- 1
I.  Disaster Preparedness = 5 £ 2
Disaster Preparedness Checklist for Small Businesses - 3
Helpful Websites = ¥ 5 i 3
Il. Disaster Assistance and Recovery .. i s ak 4
How Disasters Are Declared " " 4
Presidential Declaration for Individual Assistance 4
Administrative (Agency) Declaration........c.cewee 4
Presidential Declaration for Public Assistance ..... 4
Secretary of Agriculture Declaration .. 4
Governor Certification Declaration . 5
Secretary of Commerce............. 5
Military Reservist DECIBIETION ..o et s ss e s ee s e shsh S £ et S e b fSaemaae £ s set s annain s 5
How Survivors Receive SBA Assistance in Disasters.... 7 5
SBA Disaster Recovery Outreach > = v 7

Fact Sheets
Press Releases..
Flyers, Press Kits, Other Outreach Material.........occoceveneenenes
How Resource Partners Assist in the Application Process

Disaster Loans 3-Step Process ........ouerurenresesssssessssananes

Application Deadlines and Late Acceptance

Required Documentation.....

Technical Assistance Loan Application Initiative ........

Contacts for Help and INfOrMation ........ccuiicieeiminiisicnssnis s sissss s sssnsssssasssassnsnsssssssssssssnsnss sesane 12
May 2015 A Reference Guide to the SBA Disaster Loan Program
Source: Small Business Administration. | GAO-17-67 Part 2 of 15

Page 62 GAO-17-67 SBA Disaster Business Loans



Appendix IV: Small Business Administration
Disaster Business Loan Resources

Mission Statement

SBA’s Office of Disaster Assistance's mission is to provide low-interest disaster loans to businesses of
all sizes, private non-profit organizations, homeowners, and renters to repair or replace real estate,
personal property, machinery and equipment, inventory and business assets that have been damaged or
destroyed in a declared disaster; and to provide eligible small businesses necessary working capital to
help overcome the economic injury of a declared disaster.

SBA’s Office of Entrepreneurial Development (OED) is responsible for providing training and
counseling to small businesses , through an extensive nationwide network of Resource Partners that
include but are not limited to: Small Business Development Centers (SBDCs), Women’s Business
Centers (WBCs) and SCORE Counselors to America’s Small Business.

The Office of Disaster Assistance has a long history of working with SBA’s District Offices and
Resource Partners to help small businesses prepare and recover from disasters.

Introduction

This guide is designed to summarize for the SBA District Offices and Resource Partners the SBA’s
disaster loan program for the purpose of promoting disaster preparedness, assistance and recovery. The
guide serves as a resource for helping businesses access the disaster assistance program and apply for an
SBA disaster loan.

L. The Office of Disaster Assistance plays a critical role in assisting survivors of declared
disasters. Disaster assistance has been part of SBA since its inception in 1953. In particular,
SBA provides support with: Disaster Preparedness. SBA promotes disaster preparedness
throughout the year. Getting a business up and running after a disaster may depend on how
prepared that business is today. This guide provides a Disaster Preparedness checklist that
District Offices and Resource Partners can use to help businesses plan and prepare for a wide
range of emergencies and disasters.

I1. Disaster Recovery. SBA provides both immediate and long-term physical and economic
recovery during a declared disaster, including:

* Financial Assistance--The Office of Disaster Assistance makes low-interest loans
directly to small businesses, private non-profit organizations, homeowners and
renters.

e Technical Assistance—SBA’s network of District Offices and Resource Partners
help businesses to prepare and recover from disasters through a wide range of
business related training and counseling.

SBA stands ready to assist businesses with disaster preparedness, assistance and recovery. More
information about the disaster assistance program is available at www.sba.gov/disaster.

-,.\}x.{r. _“UIJ .z'}.;’f.{.j;i‘r'cm'u ( :'.rr.,.fd.c to f;l':-’i’.’ SBI f.};f'..w.-.\'!w' f:r;uu ! ’:.'ugrwn .f
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I. Disaster Preparedness

SBA plays a key role in disaster preparedness. SBA presents information along with its federal partners
and other organizations on the value of carefully making preparations in the event of a disaster. This is
helpful to businesses, homeowners, and renters within the community. Small business owners invest a
tremendous amount of time, money and resources to make their businesses successful. While the
importance of disaster preparation may seem obvious, businesses may be putting disaster preparations
on the back burner in the face of more immediate concerns. Prepared small business owners can mean
staying in business following disaster.

The checklist on the next page can be used by Resource Partners and District Offices as part of training
programs or counseling sessions to help businesses prepare for emergencies and disasters.

May 2015 A Reference Guide to the SBA Disaster Loan Program 2
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Disaster Preparedness Checklist for Small Businesses

Vital Questions and Suggestions for Small Businesses to Ensure Preparedness

* Do you have insurance and what does your policy cover? Repair or Replacement costs?
e Is your coverage adequate and do you have your policy in a safe place?

¢ Have you stored photos or videos of property?

e Are you able to readily access accounts receivable after a disaster?

¢ Do you have a list of your suppliers in a safe place or stored electronically?

¢ Do you have employee contact information available in case of an emergency?

e Coverage should include attached structures such as a garage, storage building or deck.
e Flood coverage and economic business interruption are normally separate policies.

e Know safe places to go at home, work and school (discuss with family and coworkers).

e Take weather related instructions seriously and timely, be alert to sirens and warning signs
posted, and follow direction of the local authorities.

* Be safe and prepared in allowing time for crowded roads or alternate routes.

s Be aware of special rules on obtaining gasoline or water.

Helpful Websites

Some disaster preparedness websites to visit in advance:

e Small Business Administration - www.sbha.gov

e Agility Recovery - www.preparemybusiness.org
« Ready.gov - www.readyv.gov

* Disaster Assistance.gov - http://www.disasterassistance.gov/

May 2015 A Reference Guide to the SBA Disaster Loan Program 3
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II.  Disaster Assistance and Recovery

This section contains information regarding SBA’s process and programs for assisting small businesses
during and after a disaster.

How Disasters Are Declared

All disaster incidents are generally handled by first responders on a state or local level. When the
governor of a state determines the local resources are overwhelmed they will request additional
assistance from the federal government. The following are declarations the Office of Disaster
Assistance will respond to:

Presidential Declaration for Individual Assistance

The governor of a state requests the President for Individual Assistance. A Presidential declaration for
Individual Assistance (IA) activates the FEMA Individuals and Households Grant Program (IHP) and
automatically makes SBA loans available to businesses (including private non-profit organizations),
homeowners, and renters with physical damages. Economic Injury Disaster Loans (EIDL) are made
available for businesses, small agricultural cooperatives, small aquaculture enterprises, and most private
non-profit organizations. [A disasters are declared by county, making residents in a named (primary)
county eligible for FEMA and SBA assistance. Small businesses and most private non-profit
organizations located in a county adjacent (contiguous) are eligible to apply for economic injury only.

Administrative (Agency) Declaration

A request for an SBA Administrative disaster declaration may be made by the governor to activate
SBA’s disaster loan program available for businesses of all sizes (including private non-profit
organizations), homeowners and renters for physical damages. Economic injury loans are made
available for small businesses and most private non-profit organizations of all sizes in the declared
disaster area. Contiguous counties have the same eligibility under an Agency declaration. An SBA
Agency declaration does not include FEMA (IA) programs.

Presidential Declaration for Public Assistance

The governor of a state requests the President for a Public Assistance (PA). Once approved by the
President, SBA issues a declaration to make loans available for the physical damage and economic
injury of private non-profit organizations that provide critical services of a governmental nature. There
is no contiguous county eligibility.

Secretary of Agriculture Declaration

When the Secretary of Agriculture issues a disaster declaration, SBA also issues a declaration for the
availability of economic injury loans to small businesses, including those engaged in aquaculture, most
private, non-profit organizations, and agricultural cooperatives. Qualifying businesses in contiguous
counties are eligible for economic injury loans.

May 2015 A Reference Guide to the SBA Disaster Loan Program 4
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Governor Certification Declaration

The governor requests a declaration from SBA based on a certification of damages in the area. SBA
approves and issues a Governor’s Certification declaration to make economic injury loans available to
small businesses and most private, non-profit organizations of any size. Qualifying businesses in
contiguous counties are eligible for the economic injury loans.

Secretary of Commerce

Interjurisdictional Fisheries Act of 1986, the Secretary of Commerce may make a determination that
eligible small businesses have suffered substantial economic injury as a result of commercial fishery
failures or fishery resource disasters. These declarations are issued under a Governor’s Certification,

Military Reservist Declaration

The Military Reservist Economic Injury Disaster Loan (MREIDL) Program was authorized by Public
Law 106-50. Working capital loans are available for eligible small businesses that are not able to meet
their ordinary and necessary operating expenses because an “essential employee” is called up to active
duty in their role as a military reservist due to a period of military conflict.

How Survivors Receive SBA Assistance in Disasters

Presidential Declaration for Individual Assistance

All survivors are encouraged to register with FEMA at (800) 621-FEMA (3362) or online at
http://www disasterassistance. gov/.

Survivors should also apply for SBA’s disaster loan program assistance online at:
hitps://disasterloan.sba.gov/ela/ in person at a local recovery center or call 1-800-659-2955 to have an
application mailed to them. It is not necessary to wait until insurance proceeds are received.

Home loan applicants and private non-profit organizations that SBA determines cannot afford a loan
may be referred back to FEMA for additional grant consideration. This is possible only after eligible
survivors submit an SBA loan application.

Small businesses, small agricultural cooperatives, and private non-profit organizations of any size may
submit an SBA application to apply for physical damages. They, along with small aquaculture
enterprises, may apply for working capital disaster loans to cover their economic injury losses even
without physical damages. Qualified businesses in contiguous counties may only apply for economic
injury disaster loans.

Administrative (Agency) Declarations

When the SBA Administrator issues an Administrative (Agency) declaration, survivors should apply for
SBA’s disaster loan program assistance online at: https://disasterloan.sba.gov/ela, in person at a local
recovery center, or call 1-800-659-2955 to have an application mailed. It is not necessary to wait until
insurance proceeds are received.

May 2015 A Reference Guide to the SBA Disaster Loan Program ]
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Homeowners, renters and businesses in adjacent counties may apply for SBA disaster loans to assist
with physical damages. Small businesses, small agricultural cooperatives, and most private non-profit
organizations of any size, and small aquaculture enterprises may apply for working capital disaster loans
to cover their economic injury losses even without physical damages.

Presidential Declaration for Public Assistance

Eligible private non-profit organizations of all sizes may submit an SBA business loan application for
both physical damages and economic injury assistance after the President declares a major disaster
declaration for Public Assistance (PA) and SBA’s disaster loan program is activated. This applies to
private, non-profit organizations that provide non-critical services of a governmental nature.

Examples of eligible non-critical private non-profit organizations include, but are not limited to: food
kitchens, homeless shelters, museums, libraries, community centers, schools and colleges. Private non-
profits that may be critical are referred to FEMA.

Secretary of Agriculture Declarations

Eligible businesses, agricultural cooperatives, small aquaculture entities and private, non-profit
organizations that have suffered substantial economic injury as a result of the declared disaster may
apply to SBA when SBA activates its Economic Injury Disaster Loan (EIDL) program after the
Secretary of Agriculture designates an area an agricultural disaster. Physical damages are not eligible,
Nurseries are eligible to apply in drought declarations only.

The filing deadline is eight months from the date of the declaration.

Governor’s Certification

Small entities with economic injury in disaster areas as a result of a Governor’s Certification may submit
an SBA application for disaster assistance after SBA activates its Economic Injury Disaster Loan
(EIDL) program to assist with this disaster. Disaster loans for physical damage are not available in this
type of declaration.

The filing deadline is nine months from the date of the declaration.

Military Reservist Economic Injury Disaster Loans

When an eligible small business experiences financial difficulty as a result of an essential employee
being called up for active duty as a Reservist or member of the National Guard due to a period of
military conflict, the business may apply for an SBA Military Reservist Economic Injury Disaster Loan
(MREIDL) for working capital.

The filing period begins on the date the essential employee receives a notice of expected call-up and
ends one vear after the essential employee is discharged or released from active duty.

May 2015 A Reference Guide to the SBA Disaster Loan Program 6
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SBA Disaster Recovery Outreach

Disasters usually happen suddenly with little to no notice and the effects can be devastating leaving
survivors in a state of uncertainty. Getting accurate and informative disaster recovery information out to
the public as soon as possible in the recovery process is very important. SBA plays a strong role in
timely disaster recovery outreach. Public Affairs Specialists or Public Information Officers begin the
process of reaching out to the media, officials and the public immediately after a disaster declaration.
Resource Partners and other stakeholders familiar with the impacted neighborhoods use informative
SBA disaster material in their offices. The Office of Disaster Assistance provides information to those
seeking assistance as follows:

Fact Sheets

Fact sheets are posted on SBA’s website under “Current Disaster Declaration Information” (click here)
and distributed to stakeholders and other contacts. Fact sheets contain the declaration number specific to
each incident along with the primary and contiguous counties. The fact sheets include the interest rates,
deadlines, and other program information for declared disaster areas. They may be distributed
electronically or in person by our Resource Partners to the affected community. Generic fact sheets
listed on the SBA website under “Facts Sheets” (click here) are also available for use during non-
disaster times.

Press Releases

Press releases are issued and posted on SBA’s website under “Current Disaster Declaration Information”
(click here) to inform the media and the community of available disaster assistance. These press
releases are forwarded to stakeholders and other contacts. Secondary press releases are prepared and
issued jointly with FEMA during Presidential declarations. Additional press releases may be issued
indicating recovery center locations, declaration changes, milestones, deadlines or other pertinent
information.

Flyers, Press Kits, Other Outreach Material

SBA has various flyers for businesses, private non-profits, homeowners, and renters designed to alert the
community of help available. The press kits and outreach material contain current and generic
information usually distributed to the media, Resource Partners, congressional offices and other
stakeholders to keep them abreast of current SBA programs and procedures.

SBA outreach includes Banner ads that run on stakeholders’ websites during a time of disaster. By
clicking on an SBA Banner ad, which runs as a free Public Service Announcement, a disaster survivor is
only two clicks away from going to the SBA website where they can apply online for an SBA disaster
loan. Resource Partners can assist by running the Banner ads on their own website and encouraging
other stakeholders to do the same.

May 2015 A Reference Guide to the SBA Disaster Loan Program 7
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How Resource Partners Assist in the Application Process

During times of federal disaster declarations, SBA Resource Partners assist SBA Office of Disaster
Assistance (ODA) personnel in providing disaster loan application assistance. This assistance often
comes in the form of providing information and assisting ODA field personnel as needed. The
partnership continues in non-disaster times by issuing joint information on disaster preparedness. SBA
remains in contact with Resource Partners to provide joint coverage in many forms for the business
community.

In addition to the ODA staff, SBA Resource Partners provide outreach at meetings to businesses and
stakeholders on SBA programs. Information is provided on disaster preparedness and assistance with
recovery in the event of a disaster declaration. SBA Resource Partners provide information to
businesses to inform them of resources, such as free mentoring, face-to-face counseling as well as low
cost training available through their respective centers and chapters.

Disaster Loans 3-Step Process

1) Apply for a loan:

Apply: 1) online; 2) in-person at a disaster center; or 3) by mail. Applicants may apply
Sfor all SBA disasters online using the Electronic Loan Application (ELA) via SBA’s
secure website at https:/disasterloan.sha.gov/ela, obtain a loan application by calling
the SBA’s Customer Service Center at 1-800-659-2955 the hearing impaired can call 1-
800-877-8339, or by emailing SBA at disastercustomerservice(sha.gov or by
downloading an application from SBA.GOV.(Click Here)

* A business of any size may be eligible for a loan up to $2 million for physical damage. A small
business, small agricultural cooperative, small business engaged in aquaculture, and most private
non-profit organization may be eligible for a loan up to $2 million for Economic Injury. A small
business may apply for the maximum business loan (physical and EIDL) of $2 million.

* A homeowner may be eligible for up to $200,000 to repair/replace disaster-damaged primary
residence. A homeowner or renter may be eligible for up to $40,000 to repair/replace damaged
personal property.

2) Property Verified and Loan Processing Decision Made

e SBA reviews the applicant’s credit before conducting an onsite inspection to verify the disaster-
damaged losses.

* An SBA verifier inspects the applicant’s disaster damaged property to estimate the total physical
losses.

* A loan officer will determine the full eligibility during processing, taking into consideration any
insurance or other recoveries, The insurance recovery does not have to be final for SBA to
approve a loan. A loan officer works with the applicant to obtain all the information needed to
reach a final loan determination. SBA’s goal is to arrive at a decision on the application within 2
to 3 weeks. A loan officer will contact the applicant to discuss the loan recommendation and

..-Wc.’_l' 2015 A Reference Guide to the SBA Disaster Loan Program 8

Source: Small Business Administration. | GAO-17-67 Part 10 of 15

Page 70 GAO-17-67 SBA Disaster Business Loans



Appendix IV: Small Business Administration
Disaster Business Loan Resources

explain the next step in the process. In addition to speaking with the loan officer all loan
decisions are communicated in writing.

3) Loan Closed and Funds Disbursed

* SBA will prepare and send Loan Closing Documents for the borrower’s signature. Once the
executed Loan Closing Documents are received, an initial disbursement may be made within five
days:

a. Physical damage:

1. $25,000 (Presidential disaster declarations)
. $14,000 (Agency disaster declarations)

b. Economic injury (working capital):
i. $25,000 (all disaster declarations)

* A case manager will be assigned to work with the borrower through the disbursement process
and schedule subsequent disbursements until the loan is fully disbursed. The loan may be
adjusted after closing due to the changing circumstances, such as increasing the loan for
unexpected repair costs or reducing the loan due to additional insurance proceeds.

Application Deadlines and Late Acceptance

Completed loan applications must be returned to SBA by the filing deadlines. The specific deadline
date is announced publicly, listed on the website and provided on the disaster fact sheets distributed.
The deadlines are:

e Physical Damages: 60 days from date of disaster declaration

¢ Economic Injury: Nine months from date of disaster declaration
Any extensions will be announced in the media and posted on the SBA website.

Applications received after the filing deadline period may be accepted if SBA determines that the late
filing resulted from substantial causes beyond the applicant’s control. Examples for late filing that are
beyond the applicant’s control include, but are not limited to:

® The serious illness of the applicant or the serious illness or death of the applicant’s immediate
family member,

e The serious illness or death of a principal owner, or an immediate family member.

e Late receipt of an application due to disaster-related reasons (frequent moves, remote location, or
lack of normal mail service).

* Applicant or applicant’s principal owner was active-duty military officially stationed out of the
disaster area during a substantial portion of the filing period.

*  Applicant or applicant’s principal owner was out of the country during a substantial portion of
the filing period.

May 2015 A Reference Guide (o the SBA Disaster Loan Program 9
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+ The applicant is applying for a disaster loan to repair substantial hidden damage that was
discovered after the filing deadline and that could not reasonably have been discovered before
the deadline.

« Permanent or temporary relocation outside of the disaster area, causing the applicant or
applicant’s principal owner to be unable to make repair, replacement, or relocation decisions.

+ Open issues during and after the filing period pertaining to insurance, habitability of premises, or
flood or municipal zoning requirements that prevented the applicant or applicant’s principal
owner from making repair, replacement, or relocation decisions.

An applicant can submit an application (paper or electronic) accompanied by a letter explaining the
reasons why they did not file during the filing period or the grace period. If the reason is deemed to be
beyond the applicant’s control, their application will be accepted for processing.

Required Documentation

The following documents are required for Loan Processing to reach a loan decision:

Business Loans
* Business Loan Application (SBA Form 5) completed and signed by business applicant.

e IRS Form 8821/4506-T completed and signed by applicant business, each principal owning 20
percent or more of the applicant business, each general partner or managing member, and, for
any owner who has a 50 percent or more ownership in an affiliate business. (Affiliates include,
but are not limited to, business parents, subsidiaries, and/or businesses with common ownership
or management.)

e Complete copies, including all schedules, of the most recent Federal income tax returns for the
applicant business; or an explanation if not available.

¢ Personal Financial Statement (SBA Form 413 may be used) completed, signed and dated by the
applicant (if a sole proprietorship), each principal owning 20 percent or more of the applicant
business and each general partner or managing member.

e Schedule of liabilities listing all fixed debts (SBA Form 2202 may be used).

Additional Information That May Be Necessary To Process Your Application:

o Complete copies, including all schedules, of the most recent Federal income tax returns for each
principal owning 20 percent or more of the applicant business, each general partner or managing
member, and each affiliate.

e [f the most recent federal income tax return has not been filed, a vear-end profit and loss
statement and balance sheet for that tax year.

* A current year-to-date profit and loss statement.

e Additional Filing Requirements (SBA Form 1368) providing monthly sales figures.

May 2015 A Reference Guide to the SBA Disaster Loan Program I
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Home Loans

* Home Loan Application (SBA Form 5C) completed and signed by the applicant and the co-
applicant.

* IRS Form 8821/4506-T completed and signed by the applicant and co-applicant.

Applicants may apply for all SBA disasters online using the Electronic Loan Application (ELA) via
SBA’s secure website at https:/disasterloan.sha.gov/ela, obtain a loan application by calling the
SBA’s Customer Service Center at 1-800-659-2955 the hearing impaired can call 1-800-877-8339), by
emailing SBA at disastercustomerservicelasba.gov or by downloading an application from SBA.GOV.
(Click Here) or type: http://www.sba.gov/content/disaster-loan-paper-applications in the browser.

Technical Assistance Loan Application Initiative

The Technical Assistance Loan Application Initiative (TALAI) is an initiative by SBA’s Office of
Disaster Assistance and Office of Entrepreneurial Development (OED) to expand the involvement of
SBA’s Resource Partners following disasters. SBA Regional and District offices receive status reports of
the TALALI initiative during the disaster. This initiative provides business loan applicants with SBA’s
Resource Partners” contact information.

SBA’s Resource Partners will be able to provide follow-up assistance to a disaster business applicant
whose business loan application (excluding non-profits) was either approved, declined or withdrawn and
assist with requesting reconsideration or reacceptance of a declined/withdrawn disaster business
application.

TALAI Decline/Withdrawal Letter

In instances where the applicant is declined or their application is withdrawn, ODA will send a letter to
the applicant that outlines services offered to businesses through SBA’s Resource Partners: the Small
Business Development Centers (SBDCs), SCORE, and the Women Business Centers (WBCs). Please
see Appendices | and 2 for sample withdrawal and decline letters.

In addition to the letter, SBA’s Customer Service Center (CSC) staff will initiate follow-up phone calls
to the declined and withdrawn applicants seven (7) days from the date of the TALAI
declined/withdrawn letters being sent. This serves to ensure declined and withdrawn applicants are
made aware of the services provided by SBA’s Resource Partners and to have an opportunity to have
any questions they may have answered.

An application may be declined for the following reasons: lack of repayment ability, lack of repayment
ability based on forecast, unsatisfactory history on an existing or previous SBA loan, unsatisfactory
history on a Federal obligation, unsatisfactory credit history, unsatisfactory debt payment history (other
than a credit bureau), and economic injury is not substantiated. An application may be withdrawn when
requested information is not furnished within the allowed timeframe.

May 2015 A Reference Guide to the SBA Disaster Loan Program 1

Source: Small Business Administration. | GAO-17-67 Fart 13 of 15
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TALAI Approval Letter

In instances where the applicant is approved, the SBA Processing Disbursement Center (PDC) staff will
ensure the applicant is aware of available resources to assist them and ODA will send a letter to the
applicant that outlines services offered to businesses through SBA’s Resource Partners: the Small
Business Development Centers (SBDCs), SCORE, and the Women Business Centers (WBCs). Please
see Appendix 3 for sample approval letter.

Contacts for Help and Information

Applicants and borrowers with questions, in need of an application or would like to request the status
of their loan application should contact:

Customer Service Center:  1-800-659-2955
(800-877-8339 for the deaf and hard-of hearing)
Or email: disastercustomerservicelasha.gov

Resource Partners and other stakeholders may contact the Communications Directors below for more
information.

FOC-East Communications Director, 404-331-0333: Disaster Field Operations Center — East handles
field operations and public information activity for disaster declarations in all states east of the
Mississippi River, plus Minnesota, the U.S. Virgin Islands, the District of Columbia and Puerto Rico.

FOC-West Communications Director, 916-735-1500: Disaster Field Operations Center - West
handles field operations and public information activity for disaster declarations in all states west of the
Mississippi River, Hawaii and the U.S. Pacific Islands (Guam, American Samoa, Marshall Islands,
Northern Mariana Islands and Micronesia).

May 2015 A Reference Guide to the SBA Disaster Loan Program 12

Source: Small Business Administration. | GAO-17-67 Part 14 of 15
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SB‘ Small Business Administration - Office of Disaster Assistance

May 2015 A Reference Guide to the SBA Disaster Loan Program 13

]
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Figure 15: SBA Three Step Process Flier: Disaster Loans

The Three Step Process:

m A DISASTER

: ,. ASSi
Disaster Loans IRTTA L °!STANCE

About Disaster Loans

The U. S. Small Business Administration (SBA) provides low-interest, long-term disaster loans to businesses of all sizes, private non-profit
organizations, homeowners, and renters to repair or replace uninsured/underinsured disaster damaged property. SBA disaster loans offer an
affordable way for individuals and businesses to recover from declared disasters.

Apply for Loan

STEP 2:
Property Verified

and
Loan Processing
Decision Made

STEP 3:

Loan Closed and
Funds Disbursed

Apply: 1) online; 2) in-person at a disaster
center; or 3) by mail.

Apply online at the SBA's secure website
https://disasterloan.sba.gov/ela.

As a business of any size, you may borrow up
to $2 million for physical damage.

As a small business, small agricultural
cooperative, small business engaged in
aquaculture, or private non-profit
organization you may borrow up to $2 million
for Economic Injury.

As a small business, you may apply for a
maximum business loan (physical and EIDL)
of 52 million.

As a homeowner you may borrow up to
$200,000 to repair/replace your disaster
damaged primary residence.

As a homeowner or renter, you may borrow
up to $40,000 to repair/replace damaged
personal property.

SBA reviews your credit before conducting
an onsite inspection to verify your losses.
An SBA verifier inspects your disaster
damaged property to estimate your total
physical losses.

A loan officer will determine your eligibility
during processing, after reviewing any
insurance or other recoveries. SBA can
make a loan while your insurance recovery is
pending.

A loan officer works with you to provide all
the necessary information needed to reach
a loan determination. Our goal is to arrive at
a decision on your application in 2-3 weeks.
A loan officer will contact you to discuss the
loan recommendation and your next steps.
You will also be advised in writing of all loan
decisions.

SBA will prepare and send your Loan Closing
Documents to you for your signature.
Once we receive your signed Loan Closing
Documents, an initial disbursement will be
made to you within 5 days:

o Physical damage:

» $25,000
o Economic injury (working capital):
» $25,000

A case manager will be assigned to work with
you to help you meet all loan conditions. They
will also schedule subsequent disbursements
until you receive the full loan amount.

Your loan may be adjusted after closing due
to your changing circumstances, such as
increasing the loan for unexpected repair
costs or reducing the loan due to additional
insurance proceeds.

For more information or to find a local disaster center, contact SBA's Customer Service Center at 1-800-659-2955 (TTY: 1-800-877-8339).

http://www.sba.gov/disaster

Source: Small Business Administration. | GAO-17-67
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. ____________________________________________________________________________________________________________________________|
Required Documentation

The following documents are required to process your application and reach a loan decision. Your Loan Officer and Case Manager will assist you to
ensure that you submit the proper documentation.

BUSINESSES HOMEOWNERS AND RENTERS
e Business Loan Application (SBA Form 5) completed and signed by business » Home Loan Application (SBA Form 5c) completed and signed by Applicant
applicant. and Co-Applicant.
* IRS Form 4506-T completed and signed by Applicant business, each * RS Form 4506-T completed and signed by Applicant and Co-Applicant.

principal owning 20% or more of the applicant business, each general
partner or managing member and, for any owner who has a 50 percent or
more ownership in an affiliate business. (Affiliates include business parent,

subsidiaries, and/or businesses with common ownership or management). ,
e Complete copies, including all schedules, of the most recent Federal income W
tax returns for the applicant business; an explanation if not available. - =
e  Personal Financial Statement (SBA Form 413) completed, signed and dated
by the applicant (if a sole proprietorship), each principal owning 20% or https://disasterloan.sba.gov/ela

more of the applicant business, each general partner or managing member.

e Schedule of Liabilities listing all fixed debts (SBA Form 2202 may be used).

ADDITIONAL INFORMATION THAT MAY BE NECESSARY TO PROCESS

YOUR APPLICATION:

e Complete copies, including all schedules, of the most recent Federal income
tax returns for each principal owning 20% or more of the applicant
business, each general partner or managing member, and each affiliate
when any owner has a 50% or more ownership in the affiliate business.
Affiliates include, but are not limited to, business parents, subsidiaries, 1-800-659-2955 (TTYZ 1-800-877-8339)
and/or other businesses with common ownership or management.

¢ |f the most recent Federal income tax return has not been filed, a year-end
profit and loss statement and balance sheet for that tax year.

e A current year-to-date profit and loss statement.

e Additional Filing Requirements (SBA Form 1368) providing monthly sales
figures.

For more information or to find a local disaster center, contact SBA’s Customer Service Center at 1-800-659-2955 (TTY: 1-800-877-8339).
http://www.sba.gov/disaster

Source: Small Business Administration. | GAO-17-67 Part 2 of 2
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Figure 16: SBA Partner Training Portal

P
Home About  SBAgov el O

SBAC

L5 Sraoll Bainens Acdeinisrrorion

CAPITAL CONTRACTING COUNSELING DISASTER OTHER

DISASTER

Disaster Loans Vignette
This short video will explain the SBA's Disaster Loans process

Read more

Disaster Tips (PDF)
Overview of information 10 help guide small businesses owners through the process of preparing their business for a disaster.

Read more

SBA Disaster Loans (PDF)

Overview of the various types of SBA Disaster Loans including: Business Physical Disaster Loans, Economic Injury Disaster Loans,
ilitary Reservists Eocnomic Injury Disaster Loans, Home and Personal Property Loans

Disaster Loan (PDF)
Overview of the loan procedure if you are in a declared disaster area and have suffered any disasier related damage.

Read more

SBA Disaster Assistance Program (Video)

In the wake of a disaster, SBA provides low-interest disaster loans 1o homecwners, renters, businesszes of all sizes and private,
nonprofit organizations. Waich this short video 1o learn more about SBA’s Disaster Assistance Program

Read

WhisHouse gov

Source: Small Business Administration website. | GAO-17-67
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Messages

Figure 17: SBA Electronic Loan Application Status and Descriptions

DLAP Loan

Application Status
(Short_Description>
APPROVED

Status Description
<Long_Description>

We have completed our review of your SBA disaster loan application. Your
application is approved and your loan file has been assigned to a case manager
to facilitate the closing and disbursement of your loan. Your case manager will
contact you to coordinate loan closing and review next steps.

DECLINED

We are unable to approve your loan reguest at this time. We will contact you
to review our decline decision and will send you a letter by mail that details
the specific reasons for the decline decision. You may be able to present
additional information which may overcome the reason(s) for the decline.

INACTIVE

We received your SBA disaster loan application; however, our records show
that your application is in an inactive status. This could be the result of
receiving multiple applications and/or duplicate claims for damages from the
same disaster declaration.

IN REVIEW

We have received your request/information. The information will be reviewed.
You will be contacted by a SBA representative.

LOSS VERIFICATION

An SBA Loss Verifier will contact you to schedule an inspection of your
damaged property. Remember to contact SBA if you need to update your
contact information.

NOT RECEIVED

Qur records indicate that we have not received your completed SBA disaster
loan application.

PROCESSING A Loan Officer will contact you regarding your SBA disaster loan application to

APPLICATION review your eligibility, credit and repayment ability.

RECEIVED = IN We received your SBA disaster loan application and we are reviewing it to

REVIEW make sure you have submitted the required documents needed to process
your loan request. We will contact you if you need to submit additional
information in order to complete your loan application.

RECEIVED — We received your SBA disaster loan application; however, additional

PENDING documents are needed in order to complete the submission of your

INFORMATION application and process your loan request.

REQUEST ACCEPTED | We received your request to reaccept/reconsider your SBA disaster loan
application. We are in the process of assigning your application to a loan
officer. Once your application is assigned, your Loan Officer will contact you to
review your loan request. Remember to contact SBA if you need to update
your contact information.

RETURNED We received your SBA disaster loan application; however, we were unable to
accept your application because of missing information required to process
your loan request.

WITHDRAWN We have withdrawn your SBA disaster loan application from active loan

processing. Generally, applications are withdrawn to allow additional time to
provide the information necessary to make a loan determination. We will
contact you to review the withdrawal action and will send you a letter by mail
that details the information needed to process your application.

Page 79
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