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Many borrowers unaware they had terror relief loans

(AP) WASHINGTON D.C.—
Thegovernment promised banksa
hands-off approach in overseeing
nearly $5 billionin Sept. 11 recov-
ery aidtosmall businesses. What it
gotinreturnwasnumerousl|oansto
companies that didn’t need terror
relief — or even know they were
getting it, The Associated Press
found.

“Had we known it was 9/11
money, we would not have bor-
rowed it,” said John Adams, avice
president of BrankleBrokerageand
LeasinginMarion, Ind.,whodidn’t
know until informed by APthat his
company’s $1.33 million loan had
been drawn by hisbank fromapro-
gram created by Congressto help
economic victims of the 2001 ter-
ror attacks.

“We would have chosen some
other avenue. That money surely
could have been used by people
who needed it more than we did,”
Adamssaid.

Hiscompany wasn'talone. From
Dunkin’ Donuts shopsand florists
to motorcycle dealers and chiro-
practors, businesses nationwide
saidthey wereunawaretheir banks
had |ent them money fromthelow-
interest, government-guaranteed
Sept. 11 loan program.

The records obtained under the
Freedom of Information Act also
show that many other loan recipi-
entswho made casesthey werein-
jured by Sept. 11 werefar removed
from thedirect devastation of New
York City and Washington, like a
South Dakotacountry radiostation,
aVirgin Islands perfume shop and
aUtah dog boutique.

The pattern of lending | eft many
at New York’s Ground Zero seeth-
ing, especially those who had
trouble getting government assis-
tance.

“Youhavetotakeit back andgive
it to us. Even now, | could useit,”
fumed Mike Yagudayev, who said
the government offered him only
$20,000 of the $70,000 loan here-
quested to rebuild the hair salon
flattened by the collapse of the
World Trade Center’stwin towers.

TheSmall BusinessAdministra-
tion, which oversaw the two Sept.
11 loan programs, said it first
learned of the problems through

We want you to understand that we
do notintend to play gotcha.”

Jane Butler

chief of financial assistance

Small Business Administration

AP’s review and was weighing
whether aninvestigationwasneed-
ed.

But officialsalso acknowledged
they intended to target the post-
Sept. 11 aid broadly because of the
enormousimpact theattackshad on
the U.S. economy.

“We started seeing businessin
areasyouwouldn’tthink of —tour-
ism, crop dusting, trade and trans-
portation. ... So there were alot of
examplesyouwouldn’t think of , at
first blush,” SBA Administrator
Hector Barreto said.

SBA official sdeclined comment
ondocumentsshowing oneof their
topofficialspromised banksbackin
2002 that therewoul d beano-ques-
tions-asked approach to Sept. 11
relief loans.

“Wewant youto understand that
we do not intend to play gotcha,”
Jane Butler, the agency’s chief of
financial assistanceat thetime, told
agathering of Californialendersin
June 2002.

Under oneof theprograms, SBA
directly lent money to companies
that provided detailed argumentson
how they were hurt. The other pro-
videdincentives— and guaranteed
loans from default — so banks
could lend money to companies
they determined were hurt by the
post-Sept. 11 economic downturn.

M ost|oanswerewell bel ow mar-
ket rates — as low as 4 percent,
documents show.

Inall, the government provided,
approved or guaranteed nearly $4.9
billioninloans, and took credit for
saving 20,000jobs. That would put
the average cost of saving ajob at
about aquarter milliondollarseach.

Bankswererequiredtowritejus-
tificationfor each company but did
not have to submit it to the SBA
even though Congress originally
required that the loans go only to

companiesthat could demonstrate
they suffered direct orindirect harm
fromtheterror attacks.

SBA documentsobtained by AP
show banks had a strong incentive
to approve as many loans as pos-
sible from theterror program. The
banks profited from the interest
while the government guaranteed
between 75 percent and 85 percent
of each loan total, leaving banks
withlittlerisk.

And the annual fee the lenders
paidto SBA to get the government
guaranteeon borrowed money was
slashed from 0.5 percent to 0.25
percent, meaning lenders saved an
additional $5,000 ayear for every
$2millionthey lentunder the STAR
program.

While SBA officials expressed
surprise at AP's findings, several
banking officials said the agency
encouraged theindustry to usethe
post-Sept. 11 programs liberally,
especially when its main guaran-
teed lending program was hit hard
by budget cutsin 2002.

“They had personnel at our con-
ferencestandupandsay if you can-

not find areason to move the loan
over tothe STAR program, contact
usandwe'll help you find areason
to move it over, because they had
insufficientfunding,” recalled Tony
Wilkinson, president of the Na-
tional Association of Government
Guaranteed Lenders.

Mgajor lenderslikeWachoviaand
Wells Fargo declined to say how
many loansthey shiftedintotheter-
ror relief program, sayingonly that
they followed the law.

WellsFargo, thenation’ssecond
largest SBA lender, said the STAR
program enabled lenders “to pro-
videfundsto new and mature busi-
nesses impacted by 9/11” and the
company “ continuesto strictly ad-
hereto SBA operational standards
for all SBA loanoriginations.”

Many loanswent to local outlets
of some of America smost famous
and lucrative companies. For in-
stance, morethan 100 Dunkin’ Do-
nuts, Subway and Quiznos fran-
chisesacrossthecountry gotloans.
So did 14 Dairy Queens.

Gordie Barnes, who received a
$1.49 million loanto buy the Will-
iams Garden Center in New Bern,
N.C., said the previousownershad
mentioned that businesswasdrop-
ping off, but not necessarily be-
cause of the attacks.

“Itwould beavery big stretch of
the imagination to figure out how
this store would be impacted by
thosewackoswhoflewtheir planes
into the Twin Towers,” he said.
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approved in January 2002 to pur-
chase arecreational vehicle camp-
groundinlinglis, Fla.“1 would hate
tothink that my money took money
away from somebody else who
neededit,” shesaid.

Of the 19,000 loansapproved by
the two programs, fewer than 11
percent went to companiesin New
York City and Washington, an AP
computer analysis showed.

Thousandsof businessesfar from
the devastation simply submitted
short applicationsthat linked their
slow business to the widespread
economic fallout caused by Sept.
11, and got loans. For instance:

—Karl Grimmelmann, general
manager of KBFS-AM “Hit Kick-
in’ Country” inBelleFourche, S.D.,
borrowed $135,000 from SBA's
disaster program after learning
aboutitfromanewsrelease. Hesaid
his station was forced to pay more
money to cover national newsand
alsolost advertisers.

—NMargieOlson, co-owner of the
Torii Mor Winery inMcMinnville,

Ore., said her business needed &
$125,000 loan because it couldn’t
sell high-end pinot noir to restau-
rantsthat closedin New York City.

—Melva Kravitz, co-owner of
the Little Dogs Resort & Salon in
Salt Lake City that offersboarding
and grooming services for small
dogs, said people stopped taking
vacations and boarding their pets
after Sept. 11, requiring her $50,000
loan.

—Christine Hilty, co-owner of
Violettes Boutique on St. Croix in
the U.S. Virgin Islands, said the
perfume shop lost 60 percent of its
business overnight as tourism
stopped, and she got a $169,500
loan from the SBA.

Though the loan programs have
now ended, the government isin-
heritingaresidual burden. Already,
taxpayershavebeenforcedtocover
about 600 defaulted disaster loans
— some approaching $1 million
each — from companies that went
bankrupt or closed. More defaults
are expected.
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Program Benefits:

* No cost (but your time & effort)
* Work at your own pace
* Internet Accessible
* Access courses at home, 24 hours a day/7 days a week
* Flexible hours to meet your needs
* Schedule course work around family and work obligations.

Contact the
Thomas County Learning Center

for eligibility and enrollment information:
305 N. Franklin, Colby, 465-7900
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Angi Pfeifer - Independant Associate
Toll Free 1-866-838-3197 - 1-785-460-0227
www.prepaidlegal.com/hub/adpfeifer
Access to quality law firms through
low-cost prepaid legal plans.

NEW ADDRESS!
NEW LOGO!

Book holiday travel now!

Warta Chiropractic & Fitness Clul)\

Where You Can Still Get A Full Spine Adjustment for 1980’s Feey

“Science & Nature Working Together For You.”

Mon. & Wed.: 2 - 7 p.m.
Tue., Thur. & Fri.: BC/BS CAP Provider
10 a.m. -3 p.m.

Dr. AJ. Warta

25 years of experience as a licensed chiropractor!
415 N. Franklin - Colby ¢ 460-3350 |
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Showroom - Southwind Plaza - Colby, KS

Sales & Service
Kitchen and Bath Specialists.

85-460-1100 or 462-7843

ROOFMASTERS

RESIDENTIAL
Tamko Shingles
GAF Shingles
Wood Shingles
Metal Roofs

Your Local Roofing Contractor
425 East Hill, Colby, KS
Licensed - Bonded -
1-800-536-6642
1-785-462-6642

REE ESTIMATES Modified Systems

Elastomeric Rubber Coating For Metal Roofs

Insured

COMMERCIAL
Rubber Single Ply
White TPO Single Ply
Built Up Systems

To have your ad placed in the Business Directory, call Crystal, Jasmine or Cindy at 462-3963.

d\,anced Techno,og
Auto Glass

“The Difference is Clear”

Rory Henry e 785-460-7773

Car+Home =Big Savings

See me for Car and Home Insurance and save.

Jane W. Johnson, Agent
405 E 4th Street

Colby, KS 67701

Bus: 765-462-7525

jang_jchnson ghZi@statelarm.com

LIKE A GOOD NEIGHBOR, STATE FARM IS THERE.”
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» Tree Removal & Trimming ¢ Full Insured « Careful & Prompt
Service « Late Model Bucket Truck « Free Estimates!
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Western Appraisal
Service & Property
Inspections

Paul Bailey

Owner

For your appraisal or property inspection needs.
Over 25 years of combined experience dealing
with property inspections.

1 A licensed real estate appraiser and listed

Office: (785) 460-2839

Fax: (785) 460-7356

on the FHA Register.

Local DURO-LAST
Contractor

Murray Roofing

740 E. 4th
Colby, KS 67701

® Duro-Last Roofing, Inc.

Residential & Commercial

ROOI:ING

FREE ESTIMATES

785-462-6908
800-794-3204

Jeff Dreiling/Sales

New
System

650 N. Grant = Colby, KS 67701

Professional
Window Cleaning

Commercial = Residential

THONAS counry meacrn sEPARTNEN]

OFFERING LOW COST FAMILY PLANNING SERVICES
BLOOD WORK  IMMUNIZATIONS

HEALTH SCREENINGS LACTATION SUPPORT
MANY OTHER SERVICES AVAILABLE

Chris & Beth Lewon — “We do windows!”’

Call for your FREE estimate:
785-462-6995 ~ 800-611-6735

JUST ASK
CALL FOR INFORMATION
785-460-4596




