





















































































































































Disaster Deductible

FEMA /s focusing on ways to incentivize states to increase their
/nvestment in building resifience and mitigating risks, thereby
reducing future disaster costs for the whole community.

Background

A Public Assistance deductible would require a
predetermined financial commitment from a state, either in
the form of credits for qualified investments in risk reduction
or through the acceptance of responsibility for that amount of
restoration costs, before providing grants for infrastructure
repair. The deductible would not affect other types of disaster
assistance.

On January 20, 2016, FEMA published an Advance Notice of
Proposed Rulemaking (ANPRM) seeking comment on a Public
Assistance deductible concept.

A second ANPRM went to OMB for executive review on
November 22, 2016. This ANPRM provides a much more
detailed plan, including deductible amounts for each state,
for further public outreach and stakeholder engagement.
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Opportunities

Short Term Qutcomes:

= States proactively invest in risk reduction
and resilience to earn credit toward the
deductible

= Modest reduction in federal Public
Assistance expenditures as states take
more responsibility

Long Term Qutcomes:
= Increase state resilience and readiness

» Reduce disaster expenditures for everyone



Second ANPRM presents notional Deductible Program

FEMA would calculate deductible annually for each state:
Deductible = Base x Average (RIsk Index x Fiscal Capac/ty Index)

With risk weighted at 75% and Capacity at 25%

States apply for credits for investments in qualifying activities:

= Creating and funding a state disaster relief fund

= Paying for disaster costs when the President doesn’t issue a declaration

= Adopting and enforcing building codes

= Paying for mitigation projects

= Buying or providing insurance coverage for public facilities

= Spending on state emergency management programs to increase preparedness

FEMA reviews and approves credits, reduces deductibles based upon approved credits, and
establishes the final deductible for each state for the following year.

A state not meeting its annual deductible amount when the President issues a major disaster
declaration would need to pay for some public infrastructure restoration projects to satisfy the
remaining deductible amount before FEMA will provide assistance for additional projects.

Through the ANPRM, FEMA will seek public input on all aspects of this concept.
FEMA will evaluate that input and decide on an appropriate approach.
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