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"k % % Jt certainly appecars to me that, because the

" losses ¢overed by the loan money are for specific
items gnd the grant money is comprehensive regarding
the total loss, these two forms of assistance are
not related in any form whatsoever, Alsoy, the SBA
loan is simply a partial interest subsidy and the grant
is a totally different form of assistance,"

Following our customary procedure, we requested the Administrator
of SBA to provide us witi his views on this natter, In 1its response,
SBA's position was set forth as follows:

gyl

Uk % % Ye think tho intent [of section 315%5]) is clear that

where there exists duplication of benefits from any source

we must collect that amount thact is duplicative and raturn

it to the Treasury. The luw makes. no mention that would
indicate the delinquency stutus of a leoan is a determinant

or necessary factor., These arve not additional payments on

a loan, They reduce the size of the lozn and the borrower
pays that much less on his loan.

"It 1s our opinion that funds for comprehensive loss
rather than specific loss are still duplicative benefitas,
Tlie form or nature of the assisrance is not material under
the law. Whether or not the additional funds duplicate
federal funds to assist disaster wictims is the critical
point. For example, if we have made a leoan and the borrvower/
victim receives additional insurance proceeds, those proceeds
must bo applied to the loan. We apply these funds on an
inverse order of maturity basis In order to lessen the maturitcy
of the loan and afford the borrower/victim some saviugs in
intereat,

"% ¥ % Ye would prefer to sit down with each victim who is
also a bovrrowver vecceiving a State grant and make a determination
of duplicate benefits. 1If there is duplication we expect: to be
paid and return to the Treasury the amount of the duplication.
If there is no duplication the borrower/victim gets to keep
the State grant."

Section 315 of the Dlsasher Relief Act of 1974, which SBA

relies upon as the basia for its attempts to collect from loan
recipients those amounts determined to represent "dupllcate bLenefit',
reads as follows:
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"(a) The President, in consultation with the head of
each Federal agency administering any program providing financial
agsistance to persons, business concerns, or other entities
suffering losses as the result of a major disaster, shall
agsure that no such person, busiress concern, or other
entity will receive such assistance with respect to any part
of such loss as to which he has received financial assilstance
under any other program,

"(b) The President shall assure that no person, business
concern, or o:thar entity recelves any Federal assistance for
any part of a loss suffered as the rusult of a majlor disaster
if such person, concern, or entity received compensation from
insurance or any other source for that part of such a losa,
Partial compensation for a loss or a part of a loss resulting
from a major disaster shall not preclude additional Federal
assistance for any part of such a2 loss not compensatsd otherwvige.

"(¢) Whenever the President determines (1) that a person,
business concern, or other entity has received azsistunce under
this chapter for a loss and that such person, business concern or
other entity received assistance for the same loss frou another
source, and (2) that the amount raceived from all sources
exceeded the amount of the loss, he shall direct such parson,
business concern, or other entity to pay to the Treasury an
amount, not to exceed the anount of Federal assistance received
sufficient to reimburse the Federal bovernment for that part
of the assistance which he deems excessive."

(The President has delegated much of his authority under the 1974 Act,
including his authority pursuant to sectien 315, first to FDAA, and
more recently to the Federal Emergency Management Agency (FEMA),

See Exec. Ovder No. 11795, 39 Fed, Reg. 25939 (1974); Exec. Order Nu.
121&8, 44 Fed. Reg. 43239 (1979).)

We agree with SBA that section 315 is Intended to avoid a
situation in which disaster victims receive “"financial assistance"
from any Federal agency for the same portion of a loss for which
they also receive financial assistance from any other ‘source. Clearly,
this prohibition of duplicate bhenefits applies whether or not the cther
funding comes from another Federal program, a State program, cr a
private source,
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Moreover, in our view, the tevm "financial assistance" as used
in section 315 includes the type of low interesc (and relatively
high rlak) disaster loans here involved, made by SBA pursuant to
section “7(b) of the Small Business Act, (In this regard, see section
3(a)(3) ¢f the Flood Disaster Protection Act of 1973, 42 U,S.C,
§ 4003¢a)(3) (1976), which specifically defines "financial assistance"
for purposws of that Act to include lecans and grants.) Accordingly,
we believe that the sectien 315 prohibition on duplicate bep2fits is
applicable to a situation in which the two types of assistance involved
are in diffevent forms, i‘e. a Federal. loan and a State grant,

| Siml]arl&, Ehe fact that the Federal assistance is a lizn for a
gpecific portion ‘of the victim's loss, and is repnyahle, whereas the
State asgsistanve /i a non-repayable grant of a pore "comprehensive"
nature in that it is not identifled to any portion of the overall
lons, does not Preclude a determination of duplicate benefits, As
subsections 315, (a) and (b) exprassly stete, the prohibition on
duplicate bcneflts applies whenevur disaster assistance is received
from more than dne souvce. for the same portion ¢f a disaster loss,
We agree with 'SBA that the critical issua is nct che form or nature
of the assistarce furnished, but "whether or not the additional funds
duplicate fedejral funds tn assist digaster victims," Of course,
deteyminat {ons of duplicate benefits would have to be made on a
case-by-cafe basis, as SBA Indicates Is baing done, rather than by
treating all. of these borvowers in fdeutical ashion.

¥

However, section 315 stundingfﬁlone dioes not authorize SBA to
compel borrowers, who are otherwise complying with the terms of thelir
SBA loans, to repay, before the due date qet‘by the terms of the loan
agreement, the amount they later reccived In‘a State grant which is
determined to bu duplicative. Subsections: 1“5 (a) and (b) enjoin
the President to prevent duplication but they do not provide, as does
subsection 315(c¢), for recovery of the cxcnqsivc benefits when
duplication occurs, Under subsectiong 313 (a\ and (b), if the State
of Penngylvania had made these grants before, $BA had acted, the
recipients would not have been out;tlal to receive subscquent disaster
loans from SBA for the same ls4ssce/ covered h§ the grants, However,
in the situation, before us, thera was nc duplication of henefits at
the time the SBA made the 1-+ans, since the State grants were made
later., -

‘- b g -

Subsection 315(c) -is the only provision in scction 315 that
specifically authorizes recovery when, as here, the racipient of
Federal asgsistance subscquently receives “duplicate' benefits fron some
other source, Although subsection (c) does auticrize recoupment of all

- Federal assistance that is determined to have been excessive, there

-l =

i iyt §



—— -

B-194978

are problems vith applying that prvovision to these facts, First, the
responsibility for making the determination of duplicate benefits which,
according to the statute, is the President's, has been delepated first
to FDAA and later FEMA, Equivalent authority has not been delegated

to SBA, Morcovay, unlike section M5(a), section 315(c) does not
ipdicate that thia responsibility iIn to be sharad with any other

iederal agency, Our internretation of subsection 315(e) in this

regard is consistent with SBA's own position as set forth in its
Standard Operating Procedures Manual concerning "Duplication of Benefits'

which reads as followvs:

"SBA 1s responsible for estublishing DL [dizaster lnan] proceasing
procedures that will avoid, to the extent possible, any
duplication of benafits received by any disaster victim,

However, the Disaster Relief Act of 1974 gives the Fedeval
Disaster Assistanre Administration (FDAA) the responsibility

for policing disaster operatlons to avoid duplication of

benefits and for collecting any duplicntu benefits from the
disaster victims who veceive them." (Emphasis added.)

Hecond, ~nd perhaps mov'e significant, the:veimburzement require-
ment in sectioq 3lﬁ(c), uniike the corresponding language in sub-
sections (a) and (b), only applies to disaster assistance "under
this chapter", f.e,, “urnished pursuant to the isaster Relief Act
of 1974, It is clear, howuver, that the loans in question were
made by SBA pursuant “o its own statuvtory authoriry to make disaster
loans, sect forth in section 7(b)(l) of the Small Lusiness Act,
Accordingly, we do not believe that the language 1a 315(c), requiring
the Federal Govevnment to collect any amount of Federal assistance
to disaster victims that is determined %o have been duplicated by
asgistance from other sources can, by itself, give SBA authoxity to
unilaterally accelerate repayment of these loans if the tcyms of the
loan agreement did not so provide,

Although SBA's formal response to our Office concerning this
question appears to base its ability to recoup entirely on ae'tion
315 of the Disaster Relief Act of 1974, we have subsequently e
advised informally by SBA that the loan authorization ngceemeﬁ.:
which a borrower is required to sign prior to receiving any loau
funds does provide for rcpayment of duplicate avsistance. Typical
language reads as follows:

"Borrower hercby assigns all grants, awards, payments,.insurance
proceeds and any other funds from any source, received or to be
received, as compensation for loss for which the SBA disaster loan
is to replace or rchabilitate, to the extent of the outstanding
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balance due on the SBA loan, which moneys are to be applied
to the SBA loan as payment in inverse order of maturity,"

Based on such a provision, a borrower is clearly required to pay
to SBA that portion of a State grant award, whether received before or
after the SBA disaster loan was made, that ropresents compensation for
a loass for which the disaster victim also recelved the loan from SBA.
Furthermore, no queation can be raised as to the validity of this pro-
vision since, in ourx view, it is entirely consistent with the implicit
purpose of section 315, tz avoid the situation in which disaster vic-
tims receive duplicate benefits,

In accordance with the foregoing, we agree with SBa's attempts to
recover, and apply against the outstanding balance of these disaster
ioans, those amounts that it determines to represent duplicate benefits,

He note that the Conference Committee on 5,918, 9tth Congress, a
bill which would amend the Small Business Act, has recommended enac:-
ment of an amendment to section 7(b) of that Act which would address
the matter of duplication of disaster benefits. If enacted, section 117
of this lepislation would prouvide that any State grant made on or before
July .1, 1979, shall not be considered to be "compensation" for the pur-
pnse of applying subsection 315(b) to an SBA disaster loan funded under
sections 7(b)(1) (2), or (4). H.R. Rep., Npo. 96-705, 10, 58 (1979). The
House of Representatives adopted the conference report on December 19, 1979
(125 Cong. Kec. H12261). Although the Scnate subsequently rejected the
con‘a?ence report, it adopted an amended version of 3,913 that contained
identical language in section 117, 126 Cong. Rec., 359 (caily ed,,
Jaauary 24, 1980). As of January 29, 1980, the House and Senace had
not reached final agreement on the legislation. We recognize that the
proposed amendment, originally introduced ov the floor of thu Senate
(125 Cong. Ruc. S6062-63, daily ed., May 16, 1979), was inténded to
remedy the situation you are concerned with, However, it might nut Ao
so, In our view, because the amendment limits the applicability only
of subsection 315(b) vhich as explainsd abeve, is not the basis for
SBA's lepal authority to recorer duplicate benefits from those disaster
loan recipients that reccived them,

Sinéerely yours,

Wl ﬁm/i/

Fer The Comptroller Géneral
cf the United States

———

-l egipigpremy &





