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(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. 

(c) Federal review. (1) The Assistant 
Administrator for the Disaster Assist-
ance Directorate or designee shall ap-
prove a Special Community Disaster 
Loan to the extent it is determined 
that the local government has suffered 
a substantial loss of tax and other rev-
enues and demonstrates a need for fi-
nancial 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 Assistant Ad-
ministrator for the Disaster Assistance 
Directorate because of inadequacy of 
information, a revised application may 
be submitted by the local government 
within sixty days of the date of the dis-
approval. Decision by the Assistant Ad-
ministrator for the Disaster Assistance 
Directorate 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 Assistant Adminis-
trator for the Disaster Assistance Di-
rectorate 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 Sched-
ule 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 Assistant Adminis-
trator for the Disaster Assistance Di-
rectorate, 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 security. 

(e) Waiver of requirements. Notwith-
standing any other provision of this or 
other sections promulgated pursuant 
to Public Law 109–88, the Assistant Ad-
ministrator for the Disaster Assistance 
Directorate may, upon the request of 
an applicant or loan recipient, waive 
any specific application requirement or 
financial reporting requirement (see, 
e.g., § 206.375(a)(2)) upon a finding by 
the Assistant Administrator for the 
Disaster Assistance Directorate that 
the effects of the major disaster pre-
vent the applicant from fulfilling the 
application requirement and that 
waiving the requirements would be 
consistent with the purposes of the 
Community Disaster Loan Act of 2005. 

[70 FR 60446, Oct. 18, 2005, as amended at 75 
FR 2818, Jan. 19, 2010] 

§ 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. 
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(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 Administrator, 
the Assistant Administrator for the 
Disaster Assistance Directorate, the 
Department of Homeland Security In-
spector General, and the Comptroller 
General of the United States or their 
duly authorized representatives shall, 
for the purpose of audits and examina-
tion, have access to any books, docu-
ments, papers, and records that pertain 
to Federal funds, equipments, and sup-
plies 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-
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 Loan cancellation. 
(a) FEMA shall cancel repayment of 

all or part of a Special Community Dis-
aster Loan to the extent that the Di-
rector of the Public Assistance Divi-
sion determines that revenues of the 
local government during the three-full- 

fiscal-year period following the dis-
aster are insufficient, as a result of the 
disaster, to meet the operating budget 
for the local government, including ad-
ditional unreimbursed disaster-related 
expenses of a municipal operating 
character. 

(b) Definitions. For loan cancellation 
purposes, 

(1) ‘‘Operating budget’’ means actual 
revenues and expenditures of the local 
government as published in the official 
financial statements of the local gov-
ernment. 

(2) ‘‘Revenue’’ means any source of 
income from taxes, fees, fines, and 
other sources of income, and will be 
recognized only as they become suscep-
tible to accrual (measurable and avail-
able). 

(3) ‘‘Three-full-fiscal-year period fol-
lowing the disaster’’ means either a 36- 
month period beginning on September 
1, 2005, or the 36 months of the appli-
cant’s fiscal year as established before 
the disaster, at the applicant’s discre-
tion. 

(4) ‘‘Operating expenses’’ means those 
expenses and expenditures incurred as 
a result of performing services, includ-
ing salaries and benefits, contractual 
services, and commodities. Capital ex-
penditures and debt service payments 
and capital leases are not considered 
operating expenses. Under accrual ac-
counting, expenses are recognized as 
soon as a liability is incurred, regard-
less of the timing of related cash flows. 

(c) Revenue Calculation procedures. (1) 
If the tax rates and other revenues or 
the tax assessment valuation of prop-
erty which was not damaged or de-
stroyed by the disaster are reduced 
during the three full fiscal years subse-
quent to the major disaster, the tax 
rates and other revenues and tax as-
sessment valuation factors applicable 
to such property in effect at the time 
of the major disaster shall be used 
without reduction for purposes of com-
puting revenues received. 

(2) At the applicant’s discretion, the 
three-full-fiscal-year period following 
the disaster is either a 36-month period 
beginning on September 1, 2005 or the 
36 months of the applicant’s fiscal year 
as established before the disaster. If 
the applicant’s fiscal year is changed 
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