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SUMMARY OF SUBJECT MATTER

TO: Members of the Sut ittee on Hec ic Develop , Public Buildings, and
Emergency Management

FROM: Subcommittee on Hconomic Development, Public Buildings, and Emergency
Management Staff

SUBJECT: Hearing on “Role of the Federal Government in Small Business Disaster Recovery”

PURPOQSE OF THE HEARING

On Friday, September 12, 2008, at 10:00 a.m., in room 2167 of the Raybum House Office
Building, the Sub ittee on Economic Develop , Public Buildings, and Bmergency
Manag: will hold & heating on the role of the Federal Government in the recavery of small
businesses from disasters,

BACKGROUND

The Robert T. Stafford Disaster Relief and Bmergency Assistance Act' (“Stafford Act”)
provides the statutory authority for most Federal activitics in the wake of » natural disaster ot other
emesgency. In particulut, section 406 of the Stafford Act’ provides for the repair, restoration and
replacement of damaged facilities. Assistance under section 406 of the Stafford Act is primarily for
state and local government facilities” However the Stafford Act also provides assistance to &
Emited universe of private non profit (PNP") facilities that perform services of a “governmental
nature”. For example, it doean’t matter whether a fire house is owned by the local government ot &
private non-profit, as it performs & service of a governmental nature. Bven for PNPs, grant

142 USC. 51215207,
242USC. 5172
3 See section 406()(1)(A).
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assistance is limited. Congress amended aection 406 of the Stafford Act® in the Disaster Mitigation
Act of 2000 to require PNPs to first seck & loan from the Small Business Administration (“SBA”)
before applying for assistance from the Federal Emergency Management Agency (“FEMA”).

Aftet & disaster, assistance provided dixectly to businesses is provided through the SBA,
under the suthority of the Small Business Act’ rather than through FEMA. SBA sssistance takes the
form of loans not grants. Buainesses are eligible for loans up to $2 million for repairs or
replacement of their buildings, inventory, and machinery, as well as working capital loans to help
with business losses as a result of the disaster. These loans are st interest rates as low as four

pexcent.

‘While FEMA does not provide Public Assistance grants, including those under section 406,
to small busineases, businesses benefit indirectly from that program. For example, the suthority to
reimburse state or Jocal governments to retove debiis from private property includes debris on
commetcial property as well as homes. However, unlike eligible private non-profits, businesses can
not be teimbursed if they semove the debtis themaelves. In addition, businesses receive indirect
benefits from repairs to public facilities such as roads, sewers, and water systems.

Businesses can also receive assistance indirectly under FEMA’s Hazard Mitigation Grant
Program or Pre-Disaster Mitigation Program authorized by sections 4047 and 203" of the Stafford
Act, respectively. Under these programs, state and local governments can use their grants to provide
some assistance to private businesses, such ss buyouts or elevations of structures in a flood plain.

On July 29, 2008, Representative Steve King introduced H.R. 6641, the “Small Business
Owner Disaster Relief Act of 2008”. HR. 6641 amends section 406 of the Stafford Act to allow
businesses with 25 o fewer employees to receive grants under section 406 of the Stafford Act to
zepair, restore, ot replace their damaged facilities. The assistance is limited to the maximum amount
of assistance a family can receive under FEMA’s Individuals and Houscholds progtam under section
408(h) of the Stafford Act’, which is cuzrently $28,800.

PRIOR LEGISLATIVE AND OVERSIGHT ACTIVITY

In 110* Congress, the Coramittee on Transportation and Infrastructure acted on the
following bills related to FEMA, the Stafford Act, and disaster assistance:

» H.R. 6658, the “Disaster Response, Recovety, and Mitigation Enhancement Act of
2008": This legislation amends the Stafford Act to improve the assistance the Federal
Govetnment provides to states, local governments, and communities after major disasters
and emetgencies. On July 31, 2008, the Committec ordered H.R. 6658 reported to the
House.

4 Scction 406()(3).
$PL. 106-390.

415 US.C. 631-651e.
742 US.C. 5170c.
142 U.8.C.5133.
*42US8.C. 5174,
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H.R. 6109, the “Pre-Disaster Mitigation Act of 2008”: Thia legislation resuthorizes
FEMA’s Pre-Disaster Mitigation Program and makes improvements, including codification
of the competitive aspects of the program. On June 23, 2008, the House passed H.R. 6109
by voice vote.

H.R, 3247, the “Hutricane Katrina and Rita Recovery Facilitation Act of 2007”: This
legislation provides additional Federsl relief targeted to the recovery from Hutricanes
Katring and Rita in Louisiana and Mississippi. On October 29, 2007, the House passed HR.
3247 by voice vote.

HL.R, 3224, the “Dam Rchabilitation and Repair Act 0£2007”: This legislation
establishes a program to provide gmnt assistance to states for use in rehabilitating publicly-
owned dams that fail to meet minimum safety standatds and pose an unacceptable risk to
the pubkc. On October 29, 2007, the House passed H.R. 3224 by a recorded vote of 263-
102.

H.R. 1144, the “Hurricanes Katrina and Rita Federal Match Relief Act of 2007": This
legislation provides significant relief for communitics devastated by Hurricanes Katrina, Rita,
and Wilma, by raising the Pedersl cost share for critical disaster telief progmams to 100
petcent and by authorizing the cancellation of Community Disaster Loans undet certain
conditions like all previous Community Disaster Loans. H.R. 1144 was enacted as part of
P.L. 110-28, the “U.S. Troop Readiness, Veterans’ Care, Katrina Recovery, and Iraq
Accountability Appropriations Act of 2

In the 110* Congress, the Committee slso collaborated with the Committee on Financial

Services on H.R, 1227, the ‘Gulf Coast Hurricane Housing Recovery Act of 20077, to ensute that
Louisiana is allowed to use Hazard Mitigation Program funds for its Road Home progmam, H.R.
1227 passed the House March, 21, 2007.

In the 109th Congress, Congress enacted the Post-Katting Emergency Management Reform

Act of 2006 (Title VI of P.L. 109-295).

In the 106" Congress, Congress enacted P.L. 106-390, the Disaster Mitigation Act of 2000,

In the 110* ss, the Committee has held numerous hearings related to FEMA and the
earings

Stafford Act, including:

VVVY VVVvV VY

“Moving Mississippi Forward: Ongoing Progress and Remaining Problems” (June 19,

“Savmg Lives and Money through the Predisaster Mitigation Program” (Aptil 30, 2008);
“National Flood Plain Remapping: The Practical Impact” (Apnl 2, 2008);

“Readiness in the Post Katrina and Post 9.11 World: An Evaluation of the New National
Response Framework” (September 11, 2007);

“Assuring the National Guard is s Ready at Home as It is Abroad” (May 18, 2007);
“Legislative Fixes for Lingering Problems that Hinder Katrina Recovery” (May 10, 2007);
“National Levee Safety and Dam Safety Programs” (May 8, 2007);

“FEMA’s Preparedness and Response to All Hazards” (April 26, 2007);
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> “FEMA’s Emergency Food Supply System” (April 20, 2007); and
> “Post-Katrina Temporary Housing: Dilemmas and Solutions” (March 20, 2007).
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Member of Congress
5* District of Iowa

The Honorable Bruce Braley
Member of Congress
1* District of lowa

Mir. Herbert Mitchell
Assistant Administrator of the Office of Disaster Assistance
U.S. Small Business Administration

Mt. Marko Bourne
Director of Policy and Program Analysis
Federal Emergency Management Agency



ROLE OF THE FEDERAL GOVERNMENT IN
SMALL BUSINESS DISASTER RECOVERY

Friday, September 12, 2008

HOUSE OF REPRESENTATIVES,
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
SUBCOMMITTEE ON ECONOMIC DEVELOPMENT, PUBLIC
BUILDINGS AND EMERGENCY MANAGEMENT,
Washington, DC.

The Subcommittee met, pursuant to call, at 10:14 a.m., in Room
2167, Rayburn House Office Building, Hon. Eleanor Holmes Norton
[Chair of the Subcommittee] presiding.

Ms. NORTON. Good morning and welcome to today’s hearing on
the role of the Federal Government in small businesses disaster re-
covery.

The American people must be assured, in the midst of yet an-
other hurricane season—and if I may say so, yet another hurri-
cane—and in the aftermath of devastating floods affecting the Mid-
west, of the tools available from the Federal Government effectively
to recharge the economic engine of America’s small businesses.
While small business recovery is not covered by the Stafford Act,
it is important to assure that FEMA works with the Small Busi-
ness Association to assure implementation of the small business
policies of the Federal Government in order to hasten an expedient
recovery.

The Small Business Association Act of 1958 created the SBA as
an independent agency to ensure that—and here is the quote from
the Act—"The Federal Government should, insofar as possible, aid,
counsel, assist, and protect the interests of small business concerns
in order to preserve free competitive enterprise, ensure that a fair
portion of the total purchases and contracts for supplies and serv-
ices for the government is placed with small businesses, and main-
tain and strengthen the overall economy of the Nation.”

The SBA was given authority to coordinate and cooperate with
government procurement officers to better utilize the unique capa-
bilities of American small businesses and to act as a advocate for
the concerns of the small businesses.

The roughly 25 million small businesses in the United States ac-
count for 50 percent of America’s private gross national product
and create between 60 and 80 percent of new jobs in America. Post-
Katrina small businesses turned to the SBA, particularly for below-
market interest loans. In Iowa, for example, SBA recently an-
nounced the approval of $153 million in disaster loans to Iowa
homeowners, renters and businesses damaged by floods in the
spring of 2008.

o))
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This Subcommittee will work closely with FEMA and SBA to en-
sure that small businesses recover as rapidly as possible and play
an active role in the recovery of their areas. We are particularly
concerned that small businesses have ready access to contracting
opportunities as allowed under the Stafford Act. Contracting with
the Federal Government has the dual purpose of benefiting both
small businesses and the communities in which they are located,
particularly during a disaster. The goals of disaster recovery and
the desire of small business to do business with the government
are mutually beneficial.

I look forward to hearing from our colleagues and to hearing
from our other witnesses.

I insist this hearing not last more than an hour because of ur-
gent commitments that I have as well.

I want to hear first from our colleagues, Steve King of the Fifth
District of Iowa and Bruce Braley of the First District of Iowa.
Which of you would like to go first?

Mr. KiNG. Thank you, Madam Chair.

Ms. NORTON. I ask all the witnesses to summarize their remarks
and to keep them to 5 minutes.

TESTIMONY OF THE HON. STEVE KING, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF IOWA

Mr. KiNG. Thank you, Madam Chair. I appreciate you holding
this hearing today.

I have my written testimony before me. I think I will speak off
of my memory, recollection and my motivation here.

We're here to discuss H.R. 6641, which amends the Stafford Act
to qualify small businesses of 25 or less for grants within those oth-
erwise definitions of the existing Stafford Act. My motivation on
this goes back to deep and profound experience, having been a
business owner throughout 28 years.

In 1993, many will remember that Iowa was underwater mul-
tiple times in the floods of '93. You can look at the State of Iowa
from satellite, and it looked like ocean from outer space. We had
so much water, more water than ever before. It was at least a 500-
year flood event.

In my business, I had four different construction projects going
on simultaneously. They had been underwater intermittently all
spring; and on July 9th, the day that the Des Moines water works
was taken out and the water supply for the capital city of Iowa was
out of business, on that day I had all of my projects underwater
simultaneously. There was nothing I could do to help myself at
that period of time.

We loaded up some men and equipment, and we went clear over
to eastern Iowa to help some businesses out over there. A business
in Keokuk that was a for-profit company couldn’t receive any help.
They had their inventory under 7 feet of water. They needed some
help to get that inventory out. We put our equipment and our man-
power over there without expectations of pay to try to help that
business survive, even though the National Guard couldn’t help
them, FEMA couldn’t help them, and small business couldn’t help
them because they were for profit. That was my first exposure to
this.



3

When I went back home to try to pump the water down on my
projects and I looked around and realized what was going on, we
have structured from the Federal Government relief in grant form
for every sector of our economy except for private enterprise and
sectors that are not necessarily sectors of our economy except for
private enterprise, and the ones that are the most vulnerable are
small businesses. There is grant money available for residences, for
example. FEMA can go down the street and offer help for people
that have their basements flooded, and they do. It is common.

We do recognize they help a small business. It provides low-inter-
est loans to businesses. But, aside from that, there is grant money
available even to private-sector transportation such as railroads,
not-for-profits. Even some churches qualify for grants, every level
of government, political subdivision from city to county to State.

Of course, the Federal Government can receive bailout money to
rebuild back to pre-flood conditions. All of the links in the economic
chain that are part of this—the educational institutions, the insti-
tutions of government, some of the religious institutions, transpor-
tation links that are privately owned and publicly owned—all of
them and residences qualify for some form of Federal grant except
the evil capitalist small business people that are in business to
make a profit and make a living, the ones that create the jobs and
pay the taxes.

So I, as a business owner, want to emphasize there is nothing
in H.R. 6641 that, had it been enacted back before 1993, would
have helped me or my business, because those are construction lo-
cations. But the businesses—for example, like let’s take a flower
shop that might be on the edge of a residential area. Maybe it is
a partnership. And a house owned on the right and on the left of
the flower shop might be the partners. Their homes can receive
grants to bail them out if they are flooded, but the business cannot.

This bill, H.R. 6641, provides that opportunity for grants to small
businesses so that they can get that stipend up to the statutory
limit that is under Stafford today, which would be, effectively,
$28,800. If we can’t do that here in this Congress when we look at
the most essential link in the economic chain as the business link
and the most important from the job perspective is a small busi-
ness link, what is the point in setting up the rest of society, the
rest of the community that has been devastated by a flood if the
jobs that are provided can’t be protected in the sense of small busi-
ness?

So I am submitting that whatever there may be for technical dif-
ficulties on the part of FEMA and small business, I haven’t heard
them suggest a way that there is a problem that can’t be worked
out. We are the United States Congress, and we can make changes,
and we must look at the people in this country and provide equity.

Cedar Rapids gripped my heart. It is outside my district, and my
district has pretty much recovered from this. We have some places.
But the eastern part of Iowa, particularly Cedar Rapids, Mr.
Braley’s district, and Loebsack district and also Mr. Boswell’s dis-
trict in central Iowa are examples of this. But nationwide we have
got to help the small businesses. That is what this bill does.



4

I appreciate the opportunity to testify, and I'd be happy to an-
swer any questions, and I would yield back the unbalance of my
time.

Ms. NoRrTON. Thank you very much, Representative King.

Representative Braley.

TESTIMONY OF THE HON. BRUCE BRALEY, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IOWA

Mr. BRALEY. Thank you, Madam Chairwoman, and thank you,
Ranking Member Graves, for holding this important hearing today
and inviting me to testify.

I am very pleased the Subcommittee is holding this hearing to
examine the role the Federal Government in helping small busi-
nesses recover from natural disasters, because in the spring and
summer of 2008 Iowa was hit hard by tornados, storms and flood-
ing of epic proportions, causing the greatest level of widespread
damage in our State’s history, with even 500-year floodplains af-
fected.

Iowa has suffered damages that place this disaster within the top
dozen or so all-time national disasters. Eighty-five of Iowa’s 99
counties were declared Presidential disaster areas for both indi-
vidual and public assistance, and the rebuilding and recovery from
these storms and floodings will take place for years.

These storms have affected nearly everyone in Iowa, causing un-
precedented damage to our homes, our lives, our property and our
livelihoods. Towa’s small businesses have been particularly im-
pacted by the storm and face an uncertain future because of lack
of capital, revenue gaps and a weakened ability to generate rev-
enue. In fact, unemployment in Iowa has jumped from 3.9 percent
in May to 4.3 percent in July, largely because of these natural dis-
asters.

According to the data from the Iowa Department of Economic De-
velopment, the Iowa Finance Authority and the Iowa Homeland Se-
curity and Emergency Management Division, small and inter-
mediate businesses alone have sustained $5.36 billion in total as-
sessed damages. Approximately 48 non-manufacturing small busi-
nesses and 800 intermediate businesses were impacted. Large busi-
nesses experienced an additional $100 million in losses, and these
businesses will sustain hundreds of millions of additional dollars in
lost revenue.

Although the data is not final and continues to be updated, the
Rebuilding Iowa Advisory Commission just released its preliminary
report that the total unmet need for damage to small and inter-
mediate businesses just in Iowa is estimated at $2.78 billion. These
businesses provide jobs and are critical to the local economy but
will struggle to survive without some additional assistance.

Small businesses were devastated and will never reopen in many
of the towns that I represent. Local governments, in addition, face
extraordinary challenges to sustain a tax base that is in jeopardy
as a result of loss in housing and the local economy; and the closing
of these small businesses, as we will talk about, have an especially
detrimental impact on the small towns and livelihoods that I rep-
resent.



5

The Iowa impact indicates that the SBA has provided approxi-
mately 3,500 loans for $222 million just from this event, which is
greatly appreciated, but the issue that we are talking about today
is that small businesses have few other places to look than the
SBA for flood relief support, and they provide only loans. When
these businesses are going through such a difficult transition, there
is a reluctance on the part of the small business owners to take on
additional debt.

Others have taken loans from SBA, but the amounts are not
nearly enough to cover their damages. For example, Mike Tully,
who is a constituent of mine, is president of an aerial services busi-
ness; and among the things that company does is aerial mapping
and imagery. They have submitted nearly $2 million of losses in
physical damages but have only received $308,000 of insurance pro-
ceeds and a $213,000 SBA loan, which doesn’t even cover a third
of their total loss.

Or consider Don and Vicky Bowers, who own Tapken’s conven-
ience store in Anamosa, which had flooding that covered its entire
athletic fields and its wastewater treatment facility. The Tapken’s
lost more than $120,000 to the floodwaters. But the only reason
they are now open for business is because of the generosity of peo-
ple in their community who donated time and materials to fix up
their store. And they face additional challenges as they continue to
rebuild their business.

Although SBA is the only source of financial assistance directly
to small businesses affected by these disasters, there are other
agencies that could indirectly aid small businesses. FEMA can re-
imburse State and local governments for debris removal and even
on commercial property. HUD provides community development
block grant funding that can be used to create jobs for expansion
and retention of businesses.

That is why the Iowa congressional delegation came together in
a bipartisan manner and worked with the President to quickly pass
a $2.65 billion flood relief package which included funding for SBA,
FEMA, HUD and other agencies. That will go a long way to help-
ing Iowa families, farmers and businesses to rebuild, but the cost
of recovery is increasing every day. Unfortunately, much of that
money is tied up in red tape.

It is important that small businesses have the assistance avail-
able to recover apart from loans, which is why I was happy to co-
introduce, along with my colleague, Mr. King, H.R. 6641, the Small
Business Owner Disaster Relief Act of 2008. This important bill
would amend the Stafford Act to allow these emergency assistance
grants for small businesses of 25 or fewer employees.

It is also why I introduced, along with my other Iowa colleague,
Dave Loebsack, H.R. 6587 the Midwestern Disaster Tax Relief Act
to help small business owners affected with the storm and flooding
get back on their feet. Among other things, it reduces the tax bur-
den for small and mid-sized businesses by substantially increasing
allowed deductions for the depreciation and expensing of their
property.

You can be assured that, along with other Members of the dele-
gation, I will continue to fight to work toward legislation that helps
Towa’s small businesses as well as completing a second relief pack-
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age. We need to ensure that the administration is releasing all cur-
rently appropriated funds as soon as possible and work to make
sure that small business owners get the much-needed relief that
they do.

Thank you again for allowing me to testify, and I look forward
to your questions.

Ms. NORTON. Thank you, Representative Braley.

I do want to say that Mr. Graves was unable to remain in Wash-
ington this Friday, but he wanted to assure the witnesses he is
concerned about this issue, and he has asked that his statement be
placed in the record.

I only have one question. We sat through multiple hearings on
Katrina, the total wiping out of a major American city and of an
entire section of Mississippi; and in all of the time I don’t remem-
ber anyone asking us, even given the devastation there, even ever
suggesting that the Federal Government should give grants to a
private enterprise, small or large.

I read in the paper this morning that GM wants loans, and they
are coming for loans. I don’t know if they will get them, but they
want some government loans because they want to retrofit their
cars to keep the car business from going out of existence in this
country because people didn’t do it when they should have done it.

There is—the bipartisan support for small businesses in this
Congress is pretty close to absolute. But I really have to ask you—
and Mr. King is the author of this bill. He is from the side of the
aisle who has not exactly been an advocate for giving money to pri-
vate businesses, small or large. How—particularly after Katrina,
particularly after devastation in Florida that is recurrent, and par-
ticularly given the deficit we have, how are we to convince the Con-
gress that it should offer grants to private enterprises who can get
insurance, private enterprises to whom the Federal Government of-
fers below-interest loans as it does not to others if they are small
businesses, how are we to convince for the first time since the Staf-
ford Act was passed, how are we to convince a Congress faced with
an extraordinary deficit that this is the time to start giving what
amounts to money to private enterprises?

Mr. KiNG. Well, thank you, Madam Chair. And, as you can imag-
ine, I have examined the justice and equity of this thoroughly over
the last 15 years since I had many of my projects underwater. I
want to emphasize there is nothing in this bill that would have
helped my in the circumstances that I was in. But I looked across
the entire spectrum of the grants that we had. I wasn’t aware at
the time of what programs were available, but, as I looked at this,
I could tell you personal anecdotes that go pretty deep inside me.
But it caused me to look at how can we justify going into grants
with residences——

Ms. NORTON. You really are questioning? You do not see the dif-
ference

Mr. KING. No.

Ms. NORTON. —between a residence and a business enterprise?

Mr. KiNG. Well, if I could make my point, I think this, that we
have justified providing relief for residences. We have justified pro-
viding relief for not-for-profits, even some churches who qualify.
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Ms. NORTON. Not-for-profits—and that is an important point you
make—do qualify for aid under the Stafford Act.

Mr. KiNG. And we have justified grants for every political sub-
division—city, county, State and, of course Federal, and when I
look at the entire economic chain the link that is the most essential
is the private sector that funds everything else. And if we can look
at this and say to business owners that you are going to pay the
taxes, including the unemployment of this, and you are going to
fund all of this, but when things visit you, then we don’t have any
relief for you.

As I saw that from the inside, from underwater, from standing
in the mud and from running in the pumps, and I saw people that
went broke and sacked up their bats, so to speak, and gave up on
a lifetime, I came to the conclusion that from a justice and equity
standpoint we could not say to the business owners, you are out of
luck because you are for profit and we don’t like you, even though
you are the ones who pay the tax.

Now this is minimal, I will emphasize. That it’s capped under-
neath the limits that exist, the $28,800. And it is just for small
businesses, and it would not be enough to save many of them, but
it is a component like it would be of a series of scholarships that
you might have to compile the resources necessary to go to college.

So I look at this from the standpoint of I think it is unjust for
us to compel businesses to fund every other entity except business
when we have a dis