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 RECOVERY

When Disaster             

    Strikes
             How can your city prepare for the financial impact?
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Natural disasters such as tropical 
storms, hurricanes and severe 
storm events carry devastating 

winds and torrential  rains.  If  not 
prepared correctly, municipalities might 
face millions of dollars in unfunded 
losses, emptying already low coffers and 
straining already stretched operating 
resources. 

Disaster funding is an often overlooked 
subject due to the relative scarcity of large 
loss events throughout the state over 
time, so when a catastrophic event occurs, 
many municipalities may be unprepared 
for the financial consequences of them.

It is critical that municipalities 
incorporate disaster response funding 
in their continuity of operations and/
or emergency response plans. Proper 
planning can significantly reduce the 
impact that these rare, but potentially 
devastating,  events have on their 
operating resources and community.

When looking at catastrophic losses, 
there are two distinct types of losses: 

Funded losses.  These losses are 
partially paid for by one of many possible 
sources, including insurance and public 
assistance. 

Unfunded losses. These losses are 
not paid for by insurance and/or public 
assistance and are the sole responsibility 
of each municipality. 

Every catastrophic loss will include un-
funded losses, the cost for which will be 
borne by the municipality. Even though a 
catastrophic event may be large enough to 
create funded losses, there are still portions 
of the loss (deductible, non-reimbursable 
costs, etc.) that will be the responsibility 

of the municipality. Municipalities should 
ensure their exposure to unfunded losses 
is minimized by employing methods that 
maximize the amount of the loss that is 
funded by insurance, the Federal Emergen-
cy Management Agency (FEMA) and other 
possible sources. This step can be achieved 
by identifying the types of losses faced by 
municipalities during a catastrophic event 
and planning for them.

Two primary exposures are of primary 
concern to municipalities that experience 
a catastrophic weather event in Florida. 
These are:

Debris loss and removal. The cost in-
volved with managing the removal and 
disposal of fallen, dislocated and dam-
aged vegetative debris in municipal and 
residential areas comprises the majority 
of exposure to a municipality after a cat-
astrophic event.

Real property loss and recovery manage-
ment. The cost involved with stabilizing 
and repairing damages to buildings and 
structures owned and operated by the 
municipality after a catastrophic event 
makes up another large exposure.
 
DEBRIS LOSS AND REMOVAL

Key factors in debris loss and removal 
are:

Having a debris management plan in 
place. A well-written debris manage-
ment plan will include instructions for 
implementing large-scale debris removal 
operations. It will provide a clear delin-
eation of roles and responsibilities. The 
debris management plan should identify 
debris staging sites and disposal sites. It 
also should outline FEMA procedures 

critical to securing reimbursement for 
debris removal costs.

Ensuring the public works staff receives 
annual training on FEMA debris remov-
al policies procedures. Annual training 
for public works staff will ensure that 
personnel are familiar with the debris 
management plan and prepared to im-
plement a well-managed debris removal 
project. Because many municipalities 
experience turnover in staff from one 
disaster to the next, provide training on 
a regular basis. Include a requirement to 
provide annual debris management train-
ing in the debris monitoring contract. 

Proactively procuring a debris removal 
contract. Pre-positioned contracts for 
debris removal are essential to a swift 
response and restoring critical roadways 
after a disaster. Executing a contract prior 
to a disaster will provide for resources to 
be available when needed and ensure 
that federal procurement procedures are 
followed. Municipalities should ensure 
that contract verbiage stipulating that 
payments will only be made for debris 
that FEMA determines as eligible. This 
practice is encouraged by FEMA.

Proactively procuring a debris moni-
toring contract. FEMA requires that all 
debris removal operations be closely 
monitored as a stipulation of receiving 
reimbursement for debris removal costs. 
Monitoring debris removal activities 
requires constant oversight of contrac-
tors to ensure that all work is performed 
in accordance with FEMA eligibility 
requirements. Additionally, a debris mon-
itoring firm will protect the municipality 
against improper activities by a debris 
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removal contractor and ensure that prop-
er documentation is compiled during the 
project. As an additional protection, en-
sure that any language in the contract 
with a debris management firm includes 
indemnification for any costs that FEMA 
deems ineligible.

Using an experienced debris monitor-
ing firm to manage the debris removal 
process is essential to securing FEMA 
funding. Expenses associated with us-
ing a debris management firm are also 
eligible for FEMA reimbursement. 

REAL PROPERTY LOSS 
Key factors in real property loss and 

recovery management are:
Knowing your real property exposure 

(what you own).  The first  step to 
minimizing unfunded losses to real 
property is to have a full understanding of 
assets that are owned by the municipality, 
along with their associated replacement 
costs. Replacement costs are calculated 
differently than market value and are 
often more than what can be found on the 
local property appraiser’s website due to 
many factors, including the added costs to 
remove and dispose of damaged building 
components and upgrade older buildings 
to current building codes.

Understanding available property 
insurance options. After acquiring a 
comprehensive view of real property and 
associated costs, the municipality should 
thoroughly investigate the available 
insurance options for minimizing risk 
exposure. Municipal insurance programs 
have come a long way since their 
inception and can protect a municipality 
from significant unfunded losses after a 
catastrophic event. Municipalities should 
look for the following when evaluating a 
municipal property insurance program:

» Is there a free program in place to 
assess and appraise the real property 
owned by the municipality? Leaders of 
municipal pools and trusts realize that 
they inherit risk when insuring municipal 
assets and often offer free programs that 
provide a survey of real property assets 
every few years.

» What is the financial capability of 
a municipal insurer in a catastrophic 
event? Municipal pools often fund the 
first dollars of a catastrophic event up to 
a limit and then have their own insurance 

Options for Funding Disaster Recovery 
While Waiting on FEMA Funds
by Molly Button
Florida League of Cities 

Based on a recent survey conducted by the Florida League of Cities, most municipal-
ities expect more than 50 percent of disaster-related expenses to be reimbursed by 

the Federal Emergency Management Agency (FEMA). However, FEMA reimbursement can 
take months or years to be received. How can cities fund the costs of disaster recovery 
while waiting on FEMA funds? 

Consider these options:

Use reserves.

Cities typically initially fund costs related to disaster recovery from reserve funds, either 
reserves specifically marked for disaster recovery or general reserves. A common concern 
with using reserves is the possibility that significant damage or multiple subsequent 
hurricanes could deplete reserves before FEMA funds are received.

Use a line of credit or another short-term financing vehicle. 

A line of credit is a common short-term financing option. Your municipality can issue a 
request for proposal or reach out directly to your current banking partner or local bank 
to obtain a line of credit. Your municipality should work with the bank to ensure that 
the maturity date of the line of credit or loan allows significant time for the receipt of 
FEMA funds. If the loan matures before receiving FEMA funds, the city will have to either 
negotiate an extension or pay back the debt using other funds.

A short-term financing vehicle specifically used to fund disaster recovery items such as a 
line of credit may be taxable or tax-exempt. Reach out to bond counsel to determine the 
tax status of the financing.

Banks may also require a security pledge in addition to the expected FEMA reimburse-
ments. This security pledge is often a covenant to budget and appropriate non-ad 
valorem revenues (CBA).

Finance items typically paid for on a pay-as-you-go (“pay-go”) basis to fund/ 
rebuild reserves.

A municipality can finance equipment and smaller capital projects, which might have 
traditionally been purchased on a pay-go basis, with the intent of rebuilding reserves. 
These projects or equipment often can be financed easily with more traditional financing 
options, including tax-exempt structures.

Use donated resources.

Donated resources include supplies and services that are donated by the community to 
help the municipality recover after a disaster. Donated resources may also be applied to 
the FEMA cost share if properly documented and approved by FEMA for the event, which 
further reduces recovery costs.

This article is intended to provide general information and is not to be construed as 
financial advice. 

Molly Button is a senior analyst at the Florida League of Cities. QC
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(reinsurance) for events that exceed their 
limit, from which payments are shared 
among the insurer and reinsurance. 
Knowing the financial strength of your 
insurer and its ability to fund its portion 
of an event is critical.

» Does the insurance provider adjust 
its property claims internally, or is that 
responsibility passed on to third parties? 
Building upon the above question 
regarding financial capabilities, municipal 
insurers that self-fund a greater portion 
of their catastrophic losses have much 
greater control as to how those claims are 
adjudicated and funded, which typically 
results in benefits to the insured.

» Does the insurance provider provide 
a proactive disaster recovery program? 
Municipal insurance providers, especially 
ones formed as nonprofit shared pools 
or trusts, typically have a much greater 
shared interest in helping their members 
recover from a catastrophic event. 

Some current municipal trusts in Florida 
have designed programs that lead the na-
tion as models for assisting their members 
in time of need. These programs are revo-
lutionary in terms of their proactive nature 
and provide assistance before, during and 
after the event to support members. From 
pre-deploying personnel and stabilization 
resources to assisting with the perfor-
mance of post-event damage assessments 
and remediation, these organizations are 
revolutionizing municipal insurance and 
saving members millions of dollars in 
unfunded recovery and claims costs.

Understanding updated FEMA public 
assistance procedures and implementing 
compliance measures. The FEMA PA 
program plays an important role in 
minimizing financial exposure after 
a presidentially declared disaster by 
providing funding for deductibles and 
damages that exceed insurance coverage 
limits. After determining available 
insurance proceeds, a municipality should 
take full advantage of the public assistance 
program to limit unfunded losses. 

Tony Scott is the chief technology officer 
and principal at SynergyID, LLC and 
SynergyNDS, Inc. ,  Florida Municipal 
Insurance Trust Turnkey Recovery Program 
managers. For more information on the 
FMIT, contact Clay Austin at caustin@
flcities.com. QC

FEMA Public Assistance Updated
by Jason Stoltzfus
SynergyNDS, Inc. 

Municipalities should be aware of the following recent updates to the FEMA Public 
Assistance program:

New public assistance delivery model.

FEMA’s new public assistance delivery model is aimed at streamlining funding and 
significantly alters the grant formulation process. Municipalities should be aware of this 
change in program delivery before a disaster to ensure the funding process runs smoothly. 
Information on the new public assistance delivery model can be found at fema.gov/new- 
public-assistance-delivery-model.

New requirements for reporting and submitting documents.

As part of the new public assistance delivery model, FEMA created a new online system 
called the PA Grants Portal to report and document damages. This system serves 
as the central location for municipalities to account for all activities associated with 
public assistance grants. This portal is used for tasks such as submitting a request for 
public assistance, identifying damages, uploading required project documentation and 
corresponding with FEMA personnel. Information on the PA Grants Portal can be found 
at bit.ly/2Ij6EAq.

Changes to the public assistance process and deadlines.

Various post-disaster processes and deadlines have been restructured as part of the new 
delivery model. These processes are aimed at a more timely and efficient funding cycle. 
Highlights of these changes include:

» Exploratory call. The first step of the new model is an exploratory call, which includes 
an introduction to the program delivery manager, a discussion of initial needs and 
scheduling of a recovery scoping meeting. The deadline is seven days from the event.

» Recovery scoping meeting. Formerly known as a kickoff meeting, the purpose of this 
meeting is to facilitate an in-depth discussion of damages, gather documentation, develop 
an initial list of projects and discuss priorities. The deadline is 21 days from the event.

» Damage inventory form. The damage inventory form serves as the official document to 
identify and document damages. It is very important to document all damages, even if 
a municipality is not certain that FEMA funding will be sought for the associated costs. 
Any facilities not identified on the damage inventory form are not eligible for FEMA 
reimbursement. The deadline is 60 days from the event.

Additional information on the new delivery model processes and deadlines can be found 
at fema.gov/new-public-assistance-delivery-model. 

FEMA program delivery manager (PDMG).

The FEMA PDMG is a position created to serve as a central point of contact throughout 
the public assistance process. The PDMG is responsible for conducting meetings, identifying 
damages, coordinating site visits, preparing grants and more. Additional information 
about the PDMG can be found at bit.ly/2K5o1Rc.

Jason Stoltzfus is project manager and FEMA specialist at SynergyNDS, Inc. QC
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