§206.374

essential governmental functions, the
maintenance of an annual operating
budget, and the responsibility to pro-
vide essential services to the commu-
nity. Eligibility for other assistance
under the Stafford Act does not, by
itself, establish 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, and it must demonstrate a
need for financial assistance in order to
provide essential municipal services.
Loan eligibility is based on the finan-
cial condition of the local government
and a review of financial information
and supporting documentation accom-
panying the application.

(2) Substantial loss of tax and other rev-
enues. The fiscal year of the disaster or
the succeeding fiscal year is the base
period for determining whether a local
government may suffer or has suffered
a substantial loss of revenue. Criteria
used in determining whether a local
government has or may suffer a sub-
stantial loss of tax and other revenue
include the following disaster-related
factors:

(i) Whether the disaster caused a
large enough reduction in cash receipts
from normal revenue sources, exclud-
ing borrowing, which affects signifi-
cantly and adversely the level and/or
categories of essential services pro-
vided prior to the disaster;

(ii) Whether the disaster caused a
revenue loss of over 5 percent of total
revenue estimated for the fiscal year in
which the disaster occurred or for the
succeeding fiscal year.

(3) Demonstrated need for financial as-
sistance. The local government must
demonstrate a need for financial assist-
ance in order to perform essential gov-
ernmental functions. The criteria used
in making this determination may in-
clude some or all of the following fac-
tors:

(i) Whether there are sufficient funds
to meet current fiscal year operating
requirements;

(ii) Whether there is availability of
cash or other liquid assets from the
prior fiscal year;
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(iii) Current financial condition con-
sidering projected expenditures for
governmental services and availability
of other financial resources;

(iv) Ability to obtain financial assist-
ance or needed revenue from State and
other Federal agencies for direct pro-
gram expenditures;

(v) Debt ratio (relationship of annual
receipts to debt service);

(vi) Displacement of revenue-pro-
ducing business due to property de-
struction;

(vii) Necessity to reduce or eliminate
essential services; and

(viii) Danger of municipal
vency.
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§206.374 Loan application.

(a) Application. (1) The local govern-
ment shall submit an application for a
Special Community Disaster Loan
through the GAR. The loan must be
justified on the basis of need and shall
be based on the actual and projected
expenses, as a result of the disaster, for
the fiscal year in which the disaster oc-
curred and for the 3 succeeding fiscal
years. The loan application shall be
prepared by the affected local govern-
ment and be approved by the GAR.
FEMA has determined that a local gov-
ernment, in applying for a loan as a re-
sult of having suffered a substantial
loss of tax and other revenue as a re-
sult of a major disaster, is not required
to first seek credit elsewhere (see
§206.377(c)).

(2) The State exercises administra-
tive authority over the local govern-
ment’s application. The State’s review
should include a determination that
the applicant is legally qualified, under
State law, to assume the proposed
debt, and may include an overall re-
view for accuracy of the submission.
The GAR may request the Regional Di-
rector to waive the requirement for a
State review if an otherwise eligible
applicant is not subject to State ad-
ministration authority and the State
cannot legally participate in the loan
application process.

(b) Financial requirements. (1) The
loan application shall be developed
from financial information contained
in the local government’s annual oper-
ating budget (see paragraph (b)(2) of
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this section) and shall include a Sum-
mary of Revenue Loss and Unreim-
bursed Disaster-Related Expenses, a
Statement of the Applicant’s Operating
Results—Cash Position, and certifi-
cation and assurances requested by the
Associate Director.

(i) Copies of the local government’s
financial reports (Revenue and Expense
and Balance Sheet) for the 3 fiscal
years immediately prior to the fiscal
year of the disaster and the applicant’s
most recent financial statement must,
unless impracticable, accompany the
application. The local government’s fi-
nancial reports to be submitted are
those annual (or interim) consolidated
and/or individual official annual finan-
cial presentations for the General Fund
and all other funds maintained by the
local government.

(if) Each application for a Special
Community Disaster Loan must also
include:

(A) A statement by the local govern-
ment identifying each fund (i.e. Gen-
eral Fund, etc.) which is included as its
annual Operating budget, and

(B) A copy of the pertinent State
statutes, ordinances, or regulations
which prescribe the local government’s
system of budgeting, accounting and fi-
nancial reporting, including a descrip-
tion of each fund account.

(2) Operating budget. For loan applica-
tion purposes, the operating budget is
that document or documents approved
by an appropriating body, which con-
tains an estimate of proposed expendi-
tures, other than capital outlays for
fixed assets for a stated period of time,
and the proposed means of financing
the expenditures.

(3) Operating budget increases. Budget
increases due to increases in the level
of, or additions to, municipal services
not rendered at the time of the disaster
or not directly related to the disaster
shall be identified.

(4) Revenue and assessment informa-
tion. The applicant shall provide infor-
mation concerning its method of tax
assessment including assessment dates
and the dates payments are due.

(5) Estimated disaster-related expense.
Unreimbursed disaster-related ex-
penses of a municipal operating char-
acter should be estimated.
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(c) Federal review. (1) The Associate
Director or designee shall approve a
Special Community Disaster Loan to
the extent it is determined that the
local government has suffered a sub-
stantial loss of tax and other revenues
and demonstrates a need for financial
assistance as the result of the disaster
to provide essential municipal services.

(2) Resubmission of application. If a
loan application is disapproved, in
whole or in part, by the Associate Di-
rector because of inadequacy of infor-
mation, a revised application may be
submitted by the local government
within sixty days of the date of the dis-
approval. Decision by the Associate Di-
rector on the resubmission is final.

(d) Special Community Disaster Loan.
(1) The loan shall not exceed the lesser
of:

(i) The amount of projected revenue
loss plus the projected unreimbursed
disaster-related expenses of a munic-
ipal operating character for the fiscal
year of the major disaster and the sub-
sequent 3 fiscal years, or

(ii) 25 percent of the local govern-
ment’s annual operating budget for the
fiscal year in which the disaster oc-
curred.

(2) Promissory note. (i) Upon approval
of the loan by the Associate Director
or designee, he or she, or a designated
Loan Officer will execute a Promissory
Note with the applicant. The Note
must be co-signed by the State (see
paragraph (d)(2)(ii) of this section). The
applicant should indicate its funding
requirements on the Schedule of Loan
Increments on the Note.

(ii) If the State cannot legally cosign
the Promissory Note, the local govern-
ment must pledge collateral security,
acceptable to the Associate Director,
to cover the principal amount of the
Note. The pledge should be in the form
of a resolution by the local governing
body identifying the collateral secu-
rity.

(e) Waiver of requirements. Notwith-
standing any other provision of this or
other sections promulgated pursuant
to Public Law 109-88, the Associate Di-
rector may, upon the request of an ap-
plicant or loan recipient, waive any
specific application requirement or fi-
nancial reporting requirement (see,
e.g., §206.375(a)(2)) upon a finding by
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the Associate Director that the effects
of the major disaster prevent the appli-
cant from fulfilling the application re-
quirement and that waiving the re-
quirements would be consistent with
the purposes of the Community Dis-
aster Loan Act of 2005.

[70 FR 60446, Oct. 18, 2005]

§206.375 Loan administration.

(a) Funding. (1) FEMA will disburse
funds to the local government when re-
quested, generally in accordance with
the Schedule of Loan Increments in the
Promissory Note. As funds are dis-
bursed, interest will accrue against
each disbursement.

(2) When each incremental disburse-
ment is requested, the local govern-
ment shall submit a copy of its most
recent financial report (if not sub-
mitted previously) for consideration by
FEMA in determining whether the
level and frequency of periodic pay-
ments continue to be justified. The
local government shall also provide the
latest available data on anticipated
and actual tax and other revenue col-
lections. Desired adjustments in the
disbursement schedule shall be sub-
mitted in writing at least 10 days prior
to the proposed disbursement date in
order to ensure timely receipt of the
funds.

(b) Financial

management. (1) Each

local government with an approved
Special Community Disaster Loan
shall establish necessary accounting

records, consistent with local govern-
ment’s financial management system,
to account for loan funds received and
disbursed and to provide an audit trail.

(2) FEMA auditors, State auditors,
the GAR, the Regional Director, the
Associate Director, the Department of
Homeland Security Inspector General,
and the Comptroller General of the
United States or their duly authorized
representatives shall, for the purpose
of audits and examination, have access
to any books, documents, papers, and
records that pertain to Federal funds,
equipments, and supplies received
under §§206.370 through 206.377.

(c) Loan servicing. (1) The applicant
annually shall submit to FEMA copies
of its annual financial reports (oper-
ating statements, balance sheets, etc.)
for the fiscal year of the major dis-
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aster, and for each of the 3 subsequent
fiscal years.

(2) FEMA will review the loan peri-
odically. The purpose of the reevalua-
tion is to determine whether projected
revenue losses, disaster-related ex-
penses, operating budgets, and other
factors have changed sufficiently to
warrant adjustment of the scheduled
disbursement of the loan proceeds.

(3) FEMA shall provide each loan re-
cipient with a loan status report on a
quarterly basis. The recipient will no-
tify FEMA of any changes of the re-
sponsible municipal official who exe-
cuted the Promissory Note.

(d) Inactive loans. If no funds have
been disbursed from the loan program,
and if the local government does not
anticipate a need for such funds, the
note may be cancelled at any time
upon a written request through the
State and Regional Office to FEMA.

[70 FR 60446, Oct. 18, 2005]
§206.376 [Reserved]

§206.377 Loan repayment.

(a) Prepayments. The local govern-
ment may make prepayments against
loan at any time without any prepay-
ment penalty.

(b) Repayment. Loan funds become
due and payable in accordance with the
terms and conditions of the Promissory
Note. The note shall include the fol-
lowing provisions:

(1) The term of a loan made under
this program is 5 years, unless ex-
tended by the Associate Director. In-
terest will accrue on outstanding cash
from the actual date of its disburse-
ment by FEMA or FEMA'’s designated
Disbursing Agency.

(2) The interest amount due will be
computed separately for each Treasury
disbursement as follows: | = P X R X
T, where | = the amount of simple in-
terest, P = the principal amount dis-
bursed; R = the interest rate of the
loan; and, T = the outstanding term in
years from the date of disbursement to
date of repayment, with periods less
than 1 year computed on the basis of
365 daysl/year.

(3) Each payment made against the
loan will be applied first to the interest
computed to the date of the payment,
and then to the principal. Prepayments
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