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and shall be applied to the installments 
last to become due under the loan and 
shall not affect the obligation of the 
borrower to pay the remaining install-
ments. 

(4) The Associate Director may defer 
payments of principal and interest 
until FEMA makes its final determina-
tion with respect to any Application 
for Loan Cancellation which the bor-
rower may submit. However, interest 
will continue to accrue. 

(5) Any costs incurred by the Federal 
Government in collecting the note 
shall be added to the unpaid balance of 
the loan, bear interest at the same rate 
as the loan, and be immediately due 
without demand. 

(6) In the event of default on this 
note by the borrower, the FEMA 
claims collection officer will take ac-
tion to recover the outstanding prin-
cipal plus related interest under Fed-
eral debt collection authorities, includ-
ing administrative offset against other 
Federal funds due the borrower and/or 
referral to the Department of Justice 
for judicial enforcement and collection. 

(c) Additional time. In unusual cir-
cumstances involving financial hard-
ship, the local government may request 
an additional period of time beyond the 
original 10 year term to repay the in-
debtedness. Such request may be ap-
proved by the Associate Director sub-
ject to the following conditions: 

(1) The local government must sub-
mit documented evidence that it has 
applied for the same credit elsewhere 
and that such credit is not available at 
a rate equivalent to the current Treas-
ury rate. 

(2) The principal amount shall be the 
original uncancelled principal plus re-
lated interest. 

(3) The interest rate shall be the 
Treasury rate in effect at the time the 
new Promissory Note is executed but 
in no case less than the original inter-
est rate. 

(4) The term of the new Promissory 
Note shall be for the settlement period 
requested by the local government but 
not greater than 10 years from the date 
the new note is executed. 

§§ 206.368–206.369 [Reserved] 

§ 206.370 Purpose and scope. 

(a) Purpose. Sections 206.370 through 
206.377 provide policies and procedures 
for local governments and State and 
Federal officials concerning the Spe-
cial Community Disaster Loans pro-
gram under section 417 of the Stafford 
Act and the Community Disaster Loan 
Act of 2005, Public Law 109–88. 

(b) Scope. Sections 206.370 through 
206.377 apply only to Special Commu-
nity Disaster Loans under the Commu-
nity Disaster Loan Act of 2005, Public 
Law 109–88. Community Disaster Loans 
issued prior to the enactment of Public 
Law 109–88 or other subsequent loans 
not issued under the authority of the 
Public Law 109–88 are not covered 
under §§ 206.370 through 206.377. 

[70 FR 60446, Oct. 18, 2005] 

§ 206.371 Loan program. 

(a) General. The Associate Director 
may make a Special Community Dis-
aster Loan to any local government 
which has suffered a substantial 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 provide essential services. 

(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. 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. If an ap-
plicant can demonstrate unusual cir-
cumstances involving financial hardship, 
the Associate Director may approve a 
rate equal to the five year maturity 
rate plus 1 per centum, adjusted to the 
nearest 1⁄8 percent, and further reduced 
by one-half. 
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