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(d) Determination. (1) If, based on a re-
view of the Application for Loan Can-
cellation and FEMA audit, when deter-
mined necessary, the Assistant Admin-
istrator for the Disaster Assistance Di-
rectorate determines that all or part of 
the Community Disaster Loan funds 
should be canceled, the principal 
amount which is canceled will become 
a grant, and the related interest will be 
forgiven. The Assistant Administrator 
for the Disaster Assistance Direc-
torate’s determination concerning loan 
cancellation will specify that any 
uncancelled principal and related in-
terest must be repaid immediately and 
that, if immediate repayment will con-
stitute a financial hardship, the local 
government must submit for FEMA re-
view and approval, a repayment sched-
ule for settling the indebtedness on 
timely basis. Such repayments must be 
made to the Treasurer of the United 
States and be sent to FEMA, Atten-
tion: Chief Financial Officer. 

(2) A loan or cancellation of a loan 
does not reduce or affect other dis-
aster-related grants or other disaster 
assistance. However, no cancellation 
may be made that would result in a du-
plication of benefits to the applicant. 

(3) The uncancelled portion of the 
loan must be repaid in accordance with 
§ 206.367. 

(4) Appeals. If an Application for 
Loan Cancellation is disapproved, in 
whole or in part, by the Assistant Ad-
ministrator for the Disaster Assistance 
Directorate or designee, the local gov-
ernment may submit any additional in-
formation in support of the application 
within 60 days of the date of dis-
approval. The decision by the Assistant 
Administrator for the Disaster Assist-
ance Directorate or designee on the 
submission is final. 

[55 FR 2314, Jan. 23, 1990, as amended at 74 
FR 15351, Apr. 3, 2009] 

§ 206.367 Loan repayment. 

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

(b) Repayment. To the extent not oth-
erwise cancelled, Community Disaster 
Loan funds become due and payable in 
accordance with the terms and condi-

tions of the Promissory Note. The note 
shall include the following provisions: 

(1) The term of a loan made under 
this program is 5 years, unless ex-
tended by the Assistant Administrator 
for the Disaster Assistance Direc-
torate. Interest will accrue on out-
standing cash from the actual date of 
its disbursement by the Treasury. 

(2) The interest amount due will be 
computed separately for each Treasury 
disbursement as follows: I=P×R×T, 
where I=the amount of simple interest, 
P=the principal amount disbursed; 
R=the interest rate of the loan; and, 
T=the outstanding term in years from 
the date of disbursement to date of re-
payment, with periods less than 1 year 
computed on the basis of 365 days/year. 
If any portion of the loan is cancelled, 
the interest amount due will be com-
puted on the remaining principal with 
the shortest outstanding term. 

(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 
of scheduled installments, or any por-
tion thereof, may be made at any time 
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 Assistant Administrator for 
the Disaster Assistance Directorate 
may defer payments of principal and 
interest until FEMA makes its final 
determination with respect to any Ap-
plication for Loan Cancellation which 
the borrower may submit. However, in-
terest 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. 
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(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 Assistant Administrator 
for the Disaster Assistance Directorate 
subject 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 procedures for local gov-
ernments and State and Federal offi-
cials concerning the Special Commu-
nity Disaster Loans program under sec-
tion 417 of the Stafford Act (42 U.S.C. 
5184), the Community Disaster Loan 
Act of 2005, Public Law 109–88, and the 
Emergency Supplemental Appropria-
tions Act for Defense, the Global War 
on Terror, and Hurricane Recovery, 
2006, Public Law 109–234. 

(b) Scope. Sections 206.370 through 
206.377 apply only to Special Commu-
nity Disaster Loans issued under the 
Community Disaster Loan Act of 2005, 
Public Law 109–88, and the Emergency 
Supplemental Appropriations Act for 
Defense, the Global War on Terror, and 
Hurricane Recovery, 2006, Public Law 
109–234. 

[70 FR 60446, Oct. 18, 2005, as amended at 75 
FR 2817, Jan. 19, 2010] 

§ 206.371 Loan program. 
(a) General. The Assistant Adminis-

trator for the Disaster Assistance Di-

rectorate may make a Special Commu-
nity Disaster Loan to any local govern-
ment which has suffered a substantial 
loss of tax and other revenues as a re-
sult of a major disaster and which dem-
onstrates 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 Assistant Administrator for the 
Disaster Assistance Directorate may 
approve a rate equal to the five year 
maturity rate plus 1 per centum, ad-
justed to the nearest 1⁄8 percent, and 
further reduced by one-half. 

(d) Time limitation. The Assistant Ad-
ministrator for the Disaster Assistance 
Directorate may approve a loan in ei-
ther the fiscal year in which the dis-
aster occurred or the fiscal year imme-
diately following that year. 

(e) Term of loan. The term of the loan 
is 5 years, unless otherwise extended by 
the Assistant Administrator for the 
Disaster Assistance Directorate. The 
Assistant Administrator for the Dis-
aster Assistance Directorate may con-
sider a request for an extension of a 
loan based on the local government’s 
financial condition. The total term of 
any loan under section 417(a) of the 
Stafford Act normally may not exceed 
10 years from the date the Promissory 
Note was executed. However, when ex-
tenuating circumstances exist and the 
recipient demonstrates an inability to 
repay the loan within the initial 10 
years, but agrees to repay such loan 
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