Federal Emergency Management Agency, DHS

which its redevelopment would be en-
couraged; and

(6) Encouragement of new develop-
ment.

(b) Mitigation. FEMA shall modify ac-
tions by means of practicable mitiga-
tion measures to minimize adverse ef-
fects of the types listed in paragraph
(a) of this section.

(c) Conservation. FEMA shall identify
practicable measures that can be incor-
porated into the proposed action and
will conserve natural and wildlife re-
sources.

(d) Finding. For those actions re-
quired to be consistent with the pur-
poses of CBRA, the above evaluation
must result in a finding of consistency
with CBRA by the Regional Director
before funding may be approved for
that action.

§§ 206.350-206.359 [Reserved]

Subpart K—Community Disaster
Loans

SOURCE: 55 FR 2314, Jan. 23, 1990, unless
otherwise noted.

§206.360 Purpose.

This subpart provides policies and
procedures for local governments and
State and Federal officials concerning
the Community Disaster Loan program
under section 417 of the Stafford Act.
Sections 206.360 through 206.367 of the
subpart do not implement the Commu-
nity Disaster Loan Act of 2005. (see
§206.370).

[70 FR 60446, Oct. 18, 2005]

§206.361 Loan program.

(a) General. The Associate Director,
State and Local Programs and Support
(the Associate Director) may make a
Community Disaster Loan to any local
government which has suffered a sub-
stantial loss of tax and other revenues
as a result of a major disaster and
which demonstrates a need for Federal
financial assistance in order to perform
its governmental functions.

(b) Amount of loan. The amount of the
loan is based upon need, not to exceed
25 percent of the operating budget of
the local government for the fiscal
year in which the disaster occurs, but

§206.361

shall not exceed $5 million. The term
fiscal year as used in this subpart
means the local government’s fiscal
year.

(c) Interest rate. The interest rate is
the rate for five year maturities as de-
termined by the Secretary of the
Treasury in effect on the date that the
Promissory Note is executed. This rate
is from the monthly Treasury schedule
of certified interest rates which takes
into consideration the current average
yields on outstanding marketable obli-
gations of the United States, adjusted
to the nearest ¥z percent.

(d) Time limitation. The Associate Di-
rector may approve a loan in either the
fiscal year in which the disaster oc-
curred or the fiscal year immediately
following that year. Only one loan may
be approved under section 417(a) for
any local government as the result of a
single disaster.

(e) Term of loan. The term of the loan
is 5 years, unless otherwise extended by
the Associate Director. The Associate
Director may consider requests for an
extensions of loans based on the local
government’s financial condition. The
total term of any loan under section
417(a) normally may not exceed 10
years from the date the Promissory
Note was executed. However, when ex-
tenuating circumstances exist and the
Community Disaster Loan recipient
demonstrates an inability to repay the
loan within the initial 10 years, but
agrees to repay such loan over an ex-
tended period of time, additional time
may be provided for loan repayment.
(See §206.367(c).)

(f) Use of loan funds. The local gov-
ernment shall use the loaned funds to
carry on existing local government
functions of a municipal operation
character or to expand such functions
to meet disaster-related needs. The
funds shall not be used to finance cap-
ital improvements nor the repair or
restoration of damaged public facili-
ties. Neither the loan nor any cancelled
portion of the loans may be used as the
nonFederal share of any Federal pro-
gram, including those under the Act.

(g) Cancellation. The Associate Direc-
tor shall cancel repayment of all or
part of a Community Disaster Loan to
the extent that he/she determines that
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revenues of the local government dur-
ing the 3 fiscal years following the dis-
aster are insufficient to meet the oper-
ating budget of that local government
because of disaster-related revenue
losses and additional unreimbursed dis-
aster-related municipal operating ex-
penses.

(h) Relation to other assistance. Any
community disaster loans including
cancellations made under this subpart
shall not reduce or otherwise affect
any commitments, grants, or other as-
sistance under the Act or these regula-
tions.

[55 FR 2314, Jan. 23, 1990, as amended at 66
FR 22445, May 4, 2001]

§206.362 Responsibilities.

(a) The local government shall sub-
mit the financial information required
by FEMA in the application for a Com-
munity Disaster Loan and in the appli-
cation for loan cancellation, if sub-
mitted, and comply with the assur-
ances on the application, the terms and
conditions of the Promissory Note, and
these regulations. The local govern-
ment shall send all loan application,
loan administration, loan cancellation,
and loan settlement correspondence
through the GAR and the FEMA Re-
gional Office to the FEMA Associate
Director.

(b) The GAR shall certify on the loan
application that the local government
can legally assume the proposed in-
debtedness and that any proceeds will
be used and accounted for in compli-
ance with the FEMA-State Agreement
for the major disaster. States are en-
couraged to take appropriate pre-dis-
aster action to resolve any existing
State impediments which would pre-
clude a local government from incur-
ring the increased indebtedness associ-
ated with a loan in order to avoid pro-
tracted delays in processing loan appli-
cation requests in major disasters or
emergencies.

(c) The Regional Director or designee
shall review each loan application or
loan cancellation request received from
a local government to ensure that it
contains the required documents and
transmit the application to the Asso-
ciate Director. He/she may submit ap-
propriate recommendations to the As-
sociate Director.
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(d) The Associate Director, or a des-
ignee, shall execute a Promissory Note
with the local government, and the Of-
fice of Disaster Assistance Programs in
Headquarters, FEMA, shall administer
the loan until repayment or cancella-
tion is completed and the Promissory
Note is discharged.

(e) The Associate Director or des-
ignee shall approve or disapprove each
loan request, taking into consideration
the information provided in the local
government’s request and the rec-
ommendations of the GAR and the Re-
gional Director. The Associate Director
or designee shall approve or disapprove
a request for loan cancellation in ac-
cordance with the criteria for cancella-
tion in these regulations.

(f) The Comptroller shall establish
and maintain a financial account for
each outstanding loan and disburse
funds against the Promissory Note.

§206.363 Eligibility criteria.

(a) Local government. (1) The local
government must be located within the
area designated by the Associate Direc-
tor as eligible for assistance under a
major disaster declaration. In addition,
State law must not prohibit the local
government from incurring the indebt-
edness resulting from a Federal loan.

(2) Criteria considered by FEMA in
determining the eligibility of a local
government for a Community Disaster
Loan include the loss of tax and other
revenues as result of a major disaster,
a demonstrated need for financial as-
sistance in order to perform its govern-
mental functions, the maintenance of
an annual operating budget, and the re-
sponsibility to provide essential mu-
nicipal operating services to the com-
munity. Eligibility for other assistance
under the Act does not, by itself, estab-
lish entitlement to such a loan.

(b) Loan eligibility—(1) General. To be
eligible, the local government must
show that it may suffer or has suffered
a substantial loss of tax and other rev-
enues as a result of a major disaster or
emergency, must demonstrate a need
for financial assistance in order to per-
form its governmental functions, and
must not be in arrears with respect to
any payments due on previous loans.
Loan eligibility is based on the finan-
cial condition of the local government

486



