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MATTER OF: guall Business Administration Disaster I.om
‘ in Rockland Count:y, New York

DIGEST: Contrary to SCA's interprecation, section 405 of
Pub. L. No. 95-89/whick reduced interest rites on
section 7(b) (1) disaster loans for disaster
"otcurring oo or after July 1, 1Y76 ® & & " does
apply to disaster thar begarn before July 1,
provided it was atill continuing, as indicated
by offfcial disaster declaration, on that date.
Since 584 hue-authority to and.in fact 'did make
specific declaration déclaring June 30, 1976, as
dete of dissster’ on which Rockland County,

News’ York ‘was flooded SBA should reexomine
relevant tnfornation to dataruine Af disaster
was still occhtring on July 1 and vhether
dicaster declaration should be gwnded to so
provide, in which case aection 403 of Pub. L. No.
95-89 would cover those disaster loans,

This decislon to the Administrator of the Seall Buainesa
Adninintraticn (SBA® results from a request by {Representative Benjamin A.
Gilmsa that cur Office review SBA's interpr.tation of section 405 of
Pub. L. No. 95-LY (91 Stat. 553, 560, approved Augnet &4, 1977), which
amended gection 7(b) of the Smull Business Aet, 15 U.S5.C. § 636(b).

Sec:ion 7(b) (1) au:horizes the Administrator to make loans which
be deems necessary or appropriate because of "floods, riots or civil
disorders, or other cntantrophies." Pursuant to section 405 of Pub.
L. No. 95-89, section 7(b) of the Small Buainess Act was amended by
the insertion of an additional paragraph, reading in pertinent part
as £-..owsg:

"Notwithstnnoing any other. provision of law, the
. interest rite on the Adminictration 8 share of any
loan made pursusnt to paragraph (1) of this subsection
to repair or replace a primary residence and/or re-
place or repalr damaged or destroyed personal property,
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less the amount of compensation by insurance or
othexwise, with respact to a disaster occurring
on or after July 1, 1976, and prior to October 1,
1978, shall be:; 1 per centum on the amwunt of
such loan not exceeding $10,000, and 3 per centum
on the amsunt of such losn over $10,000 but rot
exceeding $40,00C. The iaterest ratc on, the
Administrution's share of the first $£250,000 of
all othar loans made pursuant to paragraph (1)

of this eubsection, with respect to a disaster
occurring on or after July 1, 1976, and prior

to Ontober 1, 1978, shall be 3 per centum, * % *"

This amendment had the effect of reducing interest rates for loans
made under section 7(b)(l) with respect %o a disaster occurring on
or after July 1, 1976, and prior to October 1, 1978,

~The spec:fic question involved here has to do with & flood
disester that occurred in Rockland'County, New York, in’the suummer
of 1976. Based on rhe information we obtained from SBA in response
to our rrques* for a report, togethar with cther information we heve
obtained, the facts concerning :tlie disaster are cet forth below.

OL*July 2, 1976, SBA's Centzal Office received'a Disaster Survey
Worksheet |in which SBA's New York Regional and Dintrict Directoxs
recommended approsal of a disaster declaration for Rockland County.
The worksheet stated that "heavy rain struck Rockland Coanty ou
June 30, 1976, causlng streams and brooks to sverflow," ,Accompanving
the workuhee: was a létter frun Goverticr Carey of New. York to the
New York Regi.nal Diréétor of 'the Federal ninastcv Asnistancn Admin—
isrration’ (FDAA) requeating SBA to evaluate extensive private property
damage cansed by flooding on Juna 29~30, 1976, and declare the county
eligible for disastexr lozns. Pursuant to this request, on July 7,
1976, SBA made a formal disaster declaration which was subuequently
putlished in the Federal Register and which read as followa:

/
"Rockland Councvfand adjacent countiea within

the qtate of New York constitute a disaster area

because of damage‘resultina fiém heavy tains and

flooding on Juna 30, 1976. Fligible persons, firms

and organizations may file applications for loans

for physical damage until the close of business on

Septembrr 7, 1976, and for economic fnjury until

the close of business on April 6, 1977 * % ="

41 Fed. Reg. 29233 (July 15, 197r).
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Gov-rnor Carey. also rlqucltod that FDAA zecommand to the
Prcuident that he dsclare a al{or disanter, pursuant to the
Disaster Ags‘-itince Act of 1974, Fub. L. No. 93-288, because of
_ 1.he severe storm snd flood dllage in Rocklana .ounty during the
; yctiod June 29-30, FDAA advized the Covernor, by lattar dated

. July, 21, 1976. that it would not do so. FDAA reaffirmed thia
| . decision afier the Governor requested rcéonsidarat.on, and no
| asjor disaster daclarat’osn was made by the President with respect
' to tte Rockland County flood.

Althou;h tha SBA .sclatation designated .June 30, 1976, as the
date of the dilantex, ShA sdvicﬁs us that, dased on a report frem
the National Oceanic and Atmrainherds . Administration, the rainfall
' in Rockland® Coun:y was acturlly greater on July 1 than on June 30,

‘ o " 1976,. Nevertheless, SBA lizs adopted the pcsition that the interest

rate réduction made uvaiisble by section 405 of Pub, L, No. 95~B9
did rot apply with ‘respact to any property damage that resulted
- from the Rockland Ccunty flood. In its report to our Office, SBA
“Justiiled its position in this regard as follcws:

RN U acctagn 215 of Public Law 95-89 which decreased
interest’ rates rettoartivaly to 'July 1, 1976, specifi-
cnlly linitn the retroactive benefit of reduced interest .
rates to lcans mnde as a result of o disaster 'occurring
I on.or sfter July’l, 1976, did prior to Octcher 1, 1978’
(emphasie nupplied) Extending the dates of haavy rain
: to include July 1,71976, will not reduce the interest on
: loans mada as a result of a disaster which began (occurred)
| | prior to July 1, 1976.
! - , \
; "Je must belicve that Congfeaa was aware of the
Litustion concerning interest ra:es vhen 1r pagsed the
lnw with dates of limieicidn; in Eact,lon page 18 of
,Scnate Repott 95-184, 95th Congress, lat Session, a
list of 1ntexezc rates by fiscnl year for physical
dianster programs is printed from 1954 through 1977
and shows the effective interest ra:n in 1976 to be
6-5/8 percent., Since ‘Public Law 95-69 was pasred
after the nccurrencas of rain in June'and July 1975,
we reason that - Cong:asn knew the effect of limiting
dates when it enacted Section 405 of Public Law ©5-89
(approved August &4, 1977).
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"The record of this particﬁlut dlsas*er clearly
indicates that it 'began' or occurred on June 29,
1976. The fncc that it rained on June 3, 1976, and
July 1, 1976," does not alter :he recorded fect that
the event that constitited the disaJter began prior
to July 1, 197/, It'fs’ cq: ~ 'gclerical error' we
are diacuasiﬁg hete. as Congr s.an Gilman suggestad,
It maker ‘0o diffexencn that it continued to rsln
after June 29 and’ 50. 1970. since the date of in-
cidence v.a set hy New lork Stace officiels and the
Fedazal “lsaster Ausinta:-» Administratioa. and we
are bonnd by th-~se’'dates.

"In speaking of monetary granta, Sutherland
Statutory Construction, Section 64,08 at p, 145,
Vol, 3, 4th Edition, says:

'As’ 8 means of guarding against unauthor-
ized and unwarranted diegipation of public
funds by naking certain that all expenditures
out ~f the public treasary are clearly author-
1ze¢,~'statutes atthorizing such expenditures
are rabiect to the general rule of atrict
roustivetion,'"

The question before us 1is vhether ‘SBA'a 1ucarpratation is
legally correct. SBA concluded its report to us by. ltuting that
in view of the "zather harsh result,!' SBA would be pleastd to abide
by our interpretatior "{f you [the General Accounting '0ffice] can
interpret the law so as io include persons who sustained damage as
a2 result of a condition ¢hich began prior to Juiy 1, 1976, and con-
tinued through July 1, 1¢76."%

A careful reading “of SBA's axplanation of {tas position that
the interest rate reduction provided for ia Pub., L. Ne. 95-89 does

not apply te the particular disaster in questici reveals two separate

reasons for its conelusion. Tirst, SBA interprats the phrase in the

atiitute, "¢ccurring on or after{July 1, 1976," to mean beginning on
or aftar that date, It appenrs\to be aBA‘s position that, as a
matter of law, even if the declaration had specifically estnbliahed
a two-day disaster period beginning on June 30 and ending on July 1,
the ralief provided by the statute would not be available since
"the event that coastituted the disaster began prior to July 1,

- 1976."
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Second, SBA maintains that {t d¢ss not mrtter that it con-
tinued to rain after June 29 and 30,'1976 "since the dats of in-
cidence was sat by New York'State officials ani the Federsl
Dissster AJsistance Administration and we [SBA] ere bound by
these dates." In othexr wordo, SBA argue) that, as determined
by officials from New York cnd FDAA, thin disaster was not
occurring on July 1, 1976, and that SEA is bound by that factual
determination.

WIth recpect to SBA's argument that, as a matter of law,
secuton 405 of Pub. L. No. 95-89 does not apply to a:disaster
that began prior to July 1, 1976, even if it was continuing on
July 1, we disagree for saveral reasons. Firut of all, a literal
rcading of ‘the statutory language do=s not dictate thlu coriclusion.

‘The word "occur" is gererally. deflned as meaning ''take place” or

"happen,” not "bagin." Li:ern;ly. therefore, it could properly be
said that a disaster that wac still under way or happening on

July 1, aven if it had bagun earl.er, would be "occurring or or
after July 1" and would be covered by the statute,

Morcover, although we. sgree with the statement in SBA's report
that Congrens wished to limit the retroactive relief that borrowers
could receive when it eatabliahed July 1, 1976, as a cut-off dats,

‘that- does not. .in any wny indicate a congressional intent to deny

celief to a bo vawer who suffered damage from a disaster occurring
on July 1, merq 'becaude the disaster was a fontinuing one that
had* .Larted pri?r to that dcta. Ve revicw.d the- lepislative
hintory of the’ provision, but did not find nn)thing that would b~

halpful in° detcrﬂlning the spécific intent of: Congress with respect

to the quéstion ol the applicability of section 405 to a contiruing
disaster that was under way on July 1, 1976,

Howcver. it is clear from the legislative history of this
ptovision that 1t was intended to serve a "remedial’ purpose, to
ptovuns neéeded" fnlief to the victims of d*sasters and "to avoid
1naquity .which had occurred tn the’past,” See S. Rep, No. 95-184,
13218 (1977) and 123 Cuna. Rec.” H?803 7805 (datly edltion July 26,
1977) The aettlcd rule of nta*atory construrtion when a question
arises concerning “the 1ntcrpteéntion of a vemidial prov‘nion i8 tc
conatrue the statute liberally so as to efféct the purpoae for which
it was enacted. . In this case, “hat purpose was tu provide en
interest ratc reduction for section 7(b){J) borrowers. See 3 Sands,

Sutherland Statutory Construction, $§ 60.01, et seq., as well as
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38 Comp. Cen. 207 (1958) and 41 Comp. GCen. 634 (1962). In this
contaxt, 'a liberal construction i1s ordinarily one which nakes
the statutory rule or principle apply to more things or in more
situations than would be the case under a strict construction."
Cee 3 Sands, supra, § 60.01.

.o Por the foregoing reasons it is our view that a disaster
which SBA declared in an official disaster declaration, to be
taktng place on July 1, 1976, would be covered by section 405 of
Public Law 95-89 even if the disaster had begun before that date,
Having reachad this concluslon, we direct our attention to the
other zoanon for SBA's position in this matter, that rognrdlenn
of how uuch it continued to rain after Juna 29 and 30, the date
of "incidence” of t'.is disaster ss established by New York State
officials and FDAA, was June 29 and 30, 1976, 1In this connection
ve must also cona:der whether SBA is bound by the dates of incidence
as "eatablirhed" by those officials.

We agree, in part, with SBA's position in this regard. It is
clear that, regardiess of the amgunt of rainfall on July 1, the
official date of incidence of thin disaster, as" rstablinhad by SBA
in its disaster declaration publighed in the Fedﬂral Register, was
June 30, 1976, iwever, based an the 1nformation we have obtained
it is equa‘ly clear, notwithstanding the 1mp11cntion to the contrary
in SBA's letter to uc, that it was SBA rathex than New York State
or FDAA that get June 30, 1976, as the date on which the: diutster
occurred. This 1g in accordance with the statutory lsnguage eon~-
tained in 15 U.S.C., § 636(b) (1) which specifically authorizes SBA
"to, make such loang * % * ag the Administrator mar determine to be
necadsarv or appropriate because of flood, riots or civil disorders,
or other catastrophies,” and with the language in 15 U.S.C. § 6363.
which rafers to "a dieaster &3 determined by the, Administrator" in
connection with the auministration of section 7(b)(1)(and other)
programs, and in effect distinguishe. that determination f{rxom &
detarmination by the President of a "Zajor disaster." This is
also consistent with the procedure set forth in SBA'e.regulations,
that firancial agsistance may he extended to rehabilitate or
replace property damaged or lcst as a result of a disaster concern-
ing which an appropriate SBA notice is published in the Federal
Register. See 13 C.F.R. § 123,2(1)(1977).

Examinaticn of SBA's Standard Opérating Procediires Manual
covering disaster declarations supports the view that the specific
declaration made hera, including eatgblishment of the date’or dates
of the disaster, waes in azcordance with the customary procedure
foliowed by SBA. See Appendix I of SBA's SOP 50-30-1, entitled

-6 -



B-167790

Disaster Loans, vhich sets out dissster declaration procsdurcs.

It provides that requests for disaster declarations, aither presi-
dential declarations pursuant to the Nisaster Relief Act of 1974

or SBA declarations, should be made by the Govaruor o/ the affected
State directly to FDAA, which will’ then advise SB4 if an SBA
declaxation has been requeutcd. (The President, who is authorized
by the 1974 Act to take various actions in connection with major
disasters, has delegated a portion ot that avthority to the Secretary
of Eousing and Urban Development, Ex. Ord. No. 11795, 39 Fed. Reg.
25939 (1974). FDAA exercises the Secretary's responsibility for
coordinating the activitisa of all Federal agencies providing
disas*ter assistance, 42 U.S.C. § 5142(a){(Supp. V 1975).)

., It 18 SBA'- tcsponnibility, under its ptocedures. to conduct
an EBA disaster survey which includes infornation ‘as to’ ‘the type of
disaster lnd the date it occurred: If a PresidaLtinl ‘Declaration is
made, SBA 18 advised ol the specxficn of ‘the doﬁlaration and thea
nay illJG its ‘own disustar declaration which would apparently
eonforn generllly to the Prlsidential Docla:n*ion. However, 1f,
as 1" this case, a Presidential Declaration is noc mede, 1% 18 the
sole responsibil{ity 'of SBA to determine whether or not it .111
isasue an SBA declarstfon. Since no Presidential Declarati.a war
jssuvad in this cace, SBA was not brund by FDAA in any way with
respect to the datz or dates of this disaster.

it The Governor's reaues: to: bo:h FDAA and SBA n:a:ad that the
storm aad flood damage- -n Rocklnnd Coun:y occurred during the
period Jine 29Q30 197u.g Although SBA (as well as FDAA) could
sccept the. dates set forth in the Governor's requestc, we are not

‘awire of anything that woulg' ‘require SBA to do so,  In fact, SBA'r

intérnal procedurea, as described above, specifjcally requiro §BA
to perform a disaster survey to determine, among other informationm,
the date on which the disaster oceurred., Algo, ‘at the time the
declaration was requested by the Governor, as well as when the
declaration was.made by SBA, the date or dates on wbinh the
dicaster was officially declared to have taken plaLe had no
apparent sisnificance in terms of interest rates (although they
iy have baen significant for purposes of establishing the last
dates for victims of the disaster to apply for assistance), Since
the original letter from the Governor to FDAA requesting an SBA
declaration was dated July 1, 1976, it is obvious that at that point
tiue was considered to be of the essence.

Notwithstanding the foregoing, we agree with SBA that the mere
fact that the rain continued after June 29-30, 1976, and may have
increased on July 1 does not necessarily indicate that this disaster
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wvas still "occurring” on July 1. Our Office i{s of courue neither
authorized nor equipped ‘o make i determination whether thia
¢isaster was still taking place on Juliy 1. However, as niated
above, SBA does have such authority and in fact did issue the
declaration that established ' June 30 as the date of the disastar.
Therafore, SBA would be authorized to review the relevant inforua-
tion concerning this disaster to deter.'-+~ whether it continued to
cceur on or after July 1, 1976.

In accordance with the focegoing, SBA uhbpld reexsi:ii.2 the
facts suizounding this disester .0 determine whether the disaster
was atill occcurring on July 1. ’'lf SBA can reagonably Jd.:itermine
that it vas occurring on July 1, applving the law as we have set
forth above, the disaster declaration in question should be
amendel, and section 405 of Pub. L. No. 95-89 would apply to loans
made by SBA stemming from that disaster. Naturally, the converse
would alsa be true 1f, upon conducting. this veview, SBA daterm: ned
that no amendment to the original disaster declaratioca is warranted.

R Ke11

Acting Comptroller Genera )
of the united States






