Who Has Time For Finance During a Disaster?
Presented by Mike Martinet, MS, CEM

Real World Public Assistance Issues:

. Large Transit Agency “Materials Summary Record”, P.W. Submission

. ICS-214: Documentation Or No Documentation?

Public Assistance Appeals Database Files: (Available at FEMA.gov)

. Legal Responsibility, Harris County, TX

. Direct Administrative Costs / Management Costs, Memorial Hermann Hospital
. Untimely Appeal - Blue Bonnet Electric Co-Op

. Untimely Appeal - Groves, TX

. Damage As A Direct Result of the Disaster - Indiana Dept of Natural Resources

. Legal Responsibility / Immediate Threat / Public Interest - Sumter Landing
Community Development District,

. Procurement and Contracting Requirements - Village Center Community
Development District,

. Direct Result of Disaster / Reasonable Costs - Archdiocese of New Orleans,

. Environmental and Historic Preservation Compliance - Kershaw County, SC

. Time Limitations / Extensions — Request for Public Assistance - North Miami

Beach Medical Center
. Change in Scope of Work - Improved Project, Columbia, SC

DHS-OIG Audits: (Available at https://www.oig.dhs.gov/reports/audits-inspections-and-evaluations)

. FEMA Should Recover $216.2 Million Awarded to the Recovery School District in
Louisiana for Hurricane Katrina, (OIG-20-63)

. Pre-Disaster Debris Removal Contracts in Florida, (O1G-20-44)

. Inadequate Management and Oversight Jeopardized $187.3 Million in FEMA
Grant Funds Expended by Joplin Schools, Missouri, (O1G-20-41)

. FEMA Should Recover $5.57 Million in Grant Funds Awarded to Frasier
Meadows Manor, Inc., Boulder, Colorado, (O1G-20-17)
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Materials Average Costing Worksheet (PUR-5)

City of :
Item: N-95 Masks Average cost per unit $10.91
Used for: Covid-19 protection Disaster Number FEMA DR-1234
Date Purchased | Quantity | Unit Vendor $ / Unit | Extension Taxes Delivery | Handling | Misc $ Totalllot
March 3, 2020 75| each[Hughes $15.88 $1,191.00 $110.17 $0.00 $1,301.17
March 16, 2020 1500 each|Grainger $31.44| $47,160.00 $4,362.30 $0.00 $51,522.30
March 24, 2020 2000| each{MSC Industrial $12.60[ $25,200.00 $2,331.00 $0.00 $27,531.00
March 24, 2020 1100 each|Fastenal $28.98| $31,878.00 $2,948.72 $0.00 $34,826.72
March 26, 2020 800| each|Ritchie Co. $60.00| $48,000.00 $4,440.00 $0.00 $52,440.00
April 8, 2020 240| each|Broadline Components | $187.50] $45,000.00 $4,162.50 $0.00 $49,162.50
April 15, 2020 140 each|Bron Tapes $169.14 $23,679.60 $2,190.36 $0.00 $25,869.96
April 15, 2020 20| each|PartsMaster $106.79 $2,135.80 $197.56| $70.16 $2,403.52
April 15, 2020 20| each|PartsMaster $106.79 $2,135.80 $197.56] $70.16 $2,403.52
April 16, 2020 20| each|PartsMaster $106.79 $2,135.80 $197.56| $70.16 $2,403.52
April 17, 2020 500{ each]|Ritchie Co. $27.50| $13,750.00 $1,271.88] $68.75 $15,090.63
April 20, 2020 20| each|PartsMaster $106.79 $2,135.80 $197.56| $70.16 $2,403.52
April 21, 2020 20,000 | each|Central Sanitary $4.09| $81,800.00 $7,566.50| $408.50 $89,775.00
April 21, 2020 1440 each|Fishman Supply $62.00] $89,280.00 $8,258.40| $446.40 $97,984.80
April 21, 2020 240| each|Central Sanitary $40.90 $9,816.00 $907.98| $49.08 $10,773.06
April 21, 2020 25000| each|Key Medical $3.30] $82,500.00 $7,631.25| $412.50 $90,543.75
April 22, 2020 300| each|First In Packaging $100.00f $30,000.00 $2,775.00] $150.00 $32,925.00
April 22, 2020 20| each|PartsMaster $106.79 $2,135.80 $197.56| $70.16 $2,403.52
April 24, 2020 20| each|PartsMaster $106.79 $2,135.80 $197.56] $70.16 $2,403.52
April 27, 2020 3000| each{Mailing Systems Inc $4.55| $13,650.00 $1,262.63| $143.25 $15,055.88
April 27, 2020 20| each|PartsMaster $106.79 $2,135.80 $197.56] $70.16 $2,403.52
April 27, 2020 20| each|PartsMaster $106.79 $2,135.80 $197.56| $70.16 $2,403.52
May 22, 2020 20| each|PartsMaster $106.79 $2,135.80 $197.56] $70.16 $2,403.52
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
56,515 < $616,433.45

148,000@$4.10 each average |

18,515@$49.56 average |

C:\Users\mike_\Dropbox\FA-Consolidated\Excel Spreadsheets\PUR-5 Materials Average Costing Worksheet - Sept 2020 - N-95 Masks
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ACTIVITY LOG (ICS 214)

1. Incident Name: 2. Operational Period: Date From: 2020Mar10 Date To: 2020Mar10
2020 Coronavirus Time From: 0800 Time To: 1800
3. Name: 4. ICS Position: 5. Home Agency (and Unit):
Bt fHHH T EOC Ops Chief HHHHHE #H#HE Police
6. Resources Assigned:
Name ICS Position Home Agency (and Unit)

7. Activity Log:

Date/Time

Notable Activities

0800

Arrive at EOC

Research, compile and analyze data

Developed and delivered reports to policy group

Attended leadership meetings

Researched, compiled and analyzed data

Collaborated with OA partners including County, schools, businesses

Procured and allocated resources

Briefings and updates for department leadership

Planning meetings with department leadership

1800

Depart EOC

8. Prepared by:

Name: #H#### Position/Title: EOC Ops Chief Signature:

ICS 214, Page 1

Date/Time: 2020Marl10 1900




City of - Activity Log (ICS 214 - Modified) (LEM-2)

1. Incident Name: Camp Fire (DR-4407) | 2. Operational Period: Date From: Date To:
Time From: Time To:
3. Name: 4. ICS Position/Job Function: 5. Home Agency (and Unit):
6. Resources Assigned: (Team Members)
Name ICS Position/Job Function Regular Hours Overtime Hours
7. Activity Log:
Start-Stop Time | Location/Address Disaster Related Problems Corrective Actions Taken
Vehicle or equipment used: Unitor I.D. # Miles driven AND hours used
Vehicle operator name: Vehicle type or specification
Government vehicle: o Rented vehicle o Personal vehicle
8. Prepared by: Name: Position/Title: Signature:

Page 1 of 2 3/30/2020 1:58 PM cal i C
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General Guidelines for Form ICS-214 - Modified

1. Form should only include disaster related events - make sure to specify that activities listed are
related to the disaster and not to other routine job assignments.

2. Document if a vehicle is used for these activities. Be sure to include the vehicle number; the
name of the vehicle driver; the hours the vehicle was used; AND the mileage it was driven.

3. Make sure to use the current form ICS-214 (modified) — Do Not use a standard ICS-214 form.
The standard ICS-214 form does not capture enough information for disaster cost recovery
purposes.

4. Make sure to sign and date the form.

5. Make sure all fields are filled out including the date from, date to, and time in, time out. Also
make sure time information is accurate and matches time listed with activities on the form.
Hours charged must match each individual’s time card.

6. We must specify how much time was spent on each separate activity.
7. We need to specify how much time was regular time and how much was overtime.

8. Be clear when blocks of time are for routine work activities are not related to the disaster
response.

9. Forinstance, if performing EMS services, building inspection, pipe repair, or other services that
“sound” like routine job activities, we need to specify what exactly was performed (attended to
broken leg, laceration, etc.) and that it was disaster related, not for a routine work assignment

10.1f making a safety inspection or performing supervisory duties clarify that the work performed is
a safety inspection, or supervisory duties related to the disaster response activities. DO NOT
use the term “damage assessment,” unless you are estimating the cost of disaster caused
damage.

11.DO NOT use acronyms. When auditors and others review the forms, information must be
crystal clear that the problems and response activities are disaster related and not routine work
activities.

12.DO NOT use this form if you are part of a field crew and are using equipment, (other than a car
or truck for transportation only) and materials. Use the Disaster Field Crew — Incident Work

Report.

Developed by Mike Martinet at the MartinetGroup.com

Page 2 of 2 3/30/2020 1:58 PM cil i -C i 1 2017 Combo\LEM\LEM-2 ICS 214 - Modified Activity Log - Rev March 2020.Doc




Legal Responsibility

W. Nim Kidd

Chief, Texas Division of Emergency Management
Vice Chancellor — The Texas A&M University System
1033 LaPosada Drive, Suite 370

Austin, Texas 78752

Re: Second Appeal — Harris (County), PA ID: 201-99201-00, FEMA-4332-DR-TX,
Grants Manager Project (GMP) 47596 — Legal Responsibility

Dear Chief Kidd:

This is in response to a letter from your office dated June 2, 2020, which transmitted the
referenced second appeal on behalf of Harris County (Applicant). The Applicant is
appealing the U.S. Department of Homeland Security’s Federal Emergency
Management Agency’s (FEMA) denial of Public Assistance (PA) associated with the
contents of the Bear Creek Park Community Center (Facility), which is located on land
leased from the U.S. Army Corps of Engineers (USACE).

As explained in the enclosed analysis, the language in the Applicant’s lease agreement
with the USACE provided the Applicant notice that the Facility was at risk for flooding
and that the Federal Government would not be responsible for any damages that may
occur as a result. With such notice, the Applicant assumed the risk, thus, FEMA will not
provide PA funding for the Facility’s contents. Therefore, this appeal is denied.

Please inform the Applicant of my decision. This determination is the final decision on
this matter pursuant to 44 C.F.R. § 206.206, Appeals.

Sincerely,
Keith Turi
Assistant Administrator
Recovery Directorate

Enclosure

cc: George A. Robinson
Regional Administrator
FEMA Region VI

MEM Notes:

1) This is one of twenty-one appeals with very similar circumstances, i.e. facilities
on land leased from the Federal government.

October 4, 2020 1 C:\Users\mike_\Dropbox\FA-Consolidated\FEMA Appeals Data Base\PADB Legal Responsibility - Harris County, TX.wpd



Direct Administrative Costs and Management Costs

W. Nim Kidd, MPA, CEM

Chief, Texas Division of Emergency Management
Vice Chancellor — The Texas A&M University System
1033 La Posada Drive, Suite 370

Austin, Texas 78752

Re: Second Appeal — Memorial Hermann Hospital System, PA ID 000-UADRD-00,
FEMA-1791-DR-TX, Project Worksheet (PW) 11529 — Direct Administrative Costs and
Management Costs — Appeals

Dear Chief Kidd:

This is in response to a letter from your office dated June 15, 2020, which transmitted
the referenced second appeal on behalf of Memorial Hermann Hospital System
(Applicant). The Applicant is appealing the U.S. Department of Homeland Security’s
Federal Emergency Management Agency’s (FEMA) denial of $850.00 in Public
Assistance funding and requests 5 percent of the value of its project amount.

As explained in the enclosed analysis, the Applicant’s documentation to support its
direct administrative costs (DAC) does not include costs that are accounted for directly
to PW 11529, but rather are indirect costs which are ineligible for reimbursement as
DAC. Therefore, the appeal is denied.

Please inform the Applicant of my decision. This determination is the final decision on
this matter pursuant to 44 C.F.R. § 206.206, Appeals.

Sincerely,
Keith Turi
Assistant Administrator
Recovery Directorate

Enclosure
cc: George A. Robinson

Regional Administrator
FEMA Region VI



2020 Untimely Appeal - Blue Bonnet Electric Co-op

W. Nim Kidd

Chief, Texas Division of Emergency Management
Vice Chancellor — The Texas A&M University System
1033 LaPosada Drive, Suite 370

Austin, Texas 78752

Re: Second Appeal — Bluebonnet Electric Cooperative, Inc., PA ID: 000-UJ7K3-00,
FEMA-4029-DR-TX, Project Worksheet (PW) 614 — Appeals

Dear Chief Kidd:

This is in response to a letter from your office dated July 9, 2020, which transmitted the
referenced second appeal on behalf of Bluebonnet Electric Cooperative, Inc.
(Applicant). The Applicant is appealing the U.S. Department of Homeland Security’s
Federal Emergency Management Agency’s (FEMA) denial of $191,284.67 in costs
pertaining to debris removal.

Section 423(a) of the Stafford Act provides that any decision regarding eligibility for
assistance may be appealed within 60 days after the date on which the applicant is
notified of the award or denial of assistance. Implementing this provision, Title 44 of the
Code of Federal Regulations, section 206.206(c), requires that Applicants must file
appeals within 60 days after receipt of a notice of the action that is being appealed.

According to the administrative record, the Applicant received notice of FEMA’s
deobligation and the Applicant’s rights to appeal from the Texas Division of Emergency
Management (Grantee) in a letter dated February 8, 2019; which the Grantee confirmed
was received by the Applicant on February 13, 2019. However, the Applicant did not
submit its first appeal until July 26, 2019. This was after the 60-day timeframe required
by FEMA'’s regulations, making the first appeal untimely. Therefore, this appeal is
denied.

Please inform the Applicant of my decision. This determination is the final decision on
this matter pursuant to 44 C.F.R. § 206.206, Appeals.

Sincerely,
Keith Turi
Assistant Administrator
Recovery Directorate

cc: George A. Robinson

Regional Administrator
FEMA Region VI

October 4, 2020 1 C:\Users\mike_\Dropbox\FA-Consolidated\FEMA Appeals Data Base\PADB Untimely Appeal - Blue Bonnet Electric.wpd



Untimely Appeal

W. Nim Kidd

Chief, Texas Division of Emergency Management
Vice Chancellor — The Texas A&M University System
1033 La Posada Drive, Suite 370

Austin, Texas 78752

Re: Second Appeal — Groves, PA ID: 245-31328-00, FEMA-1791-DR-T X, Project
Worksheet (PW) 1046 —

Dear Chief Kidd:

This is in response to a letter from your office dated April 14, 2020, which transmitted
the referenced second appeal on behalf of Groves (Applicant). The Applicant is
appealing the U.S. Department of Homeland Security’s Federal Emergency
Management Agency’s (FEMA) denial of funding in the amount of $170,118.31 for
debris removal.

Section 423(a) of the Stafford Act provides that any decision regarding eligibility for
assistance may be appealed within 60 days after the date on which the applicant is
notified of the award or denial of assistance. Implementing this provision, Title 44 of the
Code of Federal Regulations, Section 206.206(c), requires that applicants must file
appeals within 60 days after receipt of a notice of the action that is being appealed.

According to the administrative record, the Applicant does not dispute that it received
notification of FEMA’s May 31, 2011 closeout determination. However, it did not submit
its first appeal until January 16, 2020, nearly 9 years later. This was after the 60-day
timeframe required by FEMA'’s regulations, making the Applicant’s first appeal untimely.
For this reason, | am denying this appeal.

Please inform the Applicant of my decision. This determination is the final decision on
this matter pursuant to 44 C.F.R. § 206.206, Appeals.

Sincerely,

Keith Turi

Assistant Administrator
Recovery Directorate

cc: George A. Robinson

Regional Administrator
FEMA Region VI
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Damage As A Direct Result of the Disaster

Stephen Cox

Executive Director

Indiana Department of Homeland Security
302 West Washington Street, Room W-046
Indianapolis, IN 46204

Re: Second Appeal — Indiana Department of Natural Resources, PA ID:
000-U0841-00, FEMA-4363-DR-IN, Damage Inventory 233392 — Result of
Declared Incident

Dear Mr. Cox:

This is in response to a letter from your office dated May 28, 2020, which transmitted
the referenced second appeal on behalf of the Indiana Department of Natural
Resources (Applicant). The Applicant is appealing the U.S. Department of Homeland
Security’s Federal Emergency Management Agency’s (FEMA) denial of Public
Assistance funding for debris removal from Area 2 of the Kankakee Fish and Wildlife
Area (FWA).

As explained in the enclosed analysis, | have determined that the Applicant has not
demonstrated that debris removal from Area 2 of the Kankakee FWA was required as a
direct result of the disaster. Therefore, this appeal is denied.

Please inform the Applicant of my decision. This determination is the final decision on
this matter pursuant to 44 C.F.R. § 206.206, Appeals.

Sincerely,
Traci L. Brasher
Acting Director
Public Assistance Division

cc:  Kevin M. Sligh
Acting Regional Administrator
FEMA Region V

MEM Notes:
1) Applicant could not prove that the debris (sand) was not there before the flooding
2) The sand debris did not pose a threat to improved property.
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Legal Responsibility — Immediate Threat — Public Interest

Jared Moskowitz

Director

Florida Division of Emergency Management
2555 Shumard Oak Blvd.

Tallahassee, Florida 32399-2100

Re: Second Appeal — Sumter Landing Community Development District, PA ID:
119-UAOIO-00, FEMA-4337-DR-FL, Grants Manager Projects (GMP) 26222 and
26244 — Legal Responsibility — Immediate Threat — Public Interest

Dear Mr. Moskowitz:

This is in response to your letter dated December 19, 2019, which transmitted the
referenced second appeal on behalf of Sumter Landing Community Development
District (Applicant). The Applicant is appealing the U.S. Department of Homeland
Security’s Federal Emergency Management Agency’s (FEMA) denial of funding in the
amount of $95,740.99 in costs for debris removal and emergency work.

As explained in the enclosed analysis, the Applicant, a community development district,
is not eligible for Public Assistance funding because its facilities are not accessible to
the general public and it is not legally responsible for the roads associated with its
debris removal claims. Additionally, the Applicant has not established its work to repair
its water control system was necessary to eliminate an immediate threat. Therefore,
the appeal is denied.

Please inform the Applicant of my decision. This determination is the final decision on
this matter pursuant to 44 C.F.R. § 206.206, Appeals.

Sincerely,
Traci L. Brasher
Acting Director
Public Assistance Division

Enclosure
CC: Gracia Szczech

Regional Administrator
FEMA Region IV

October 4, 2020 1 C:\Users\mike_\Dropbox\FA-Consolidated\FEMA Appeals Data Base\PADB Legal Responsibility, Immediate Threat, Public Interest.wpd



Procurement and Contracting Requirements — Project Documentation and Closeout —
Public Interest

Jared Moskowitz

Director

Florida Division of Emergency Management
2555 Shumard Oak Blvd.

Tallahassee, Florida 32399-2100

Re: Second Appeal — Village Center Community Development District, PA ID:
000-UCCM7-00, FEMA-4337-DR-FL, Grants Manager Projects 26119, 26195,
26197, and 26199 —Procurement and Contracting Requirements — Project
Documentation and Closeout — Public Interest

Dear Mr. Moskowitz:

This is in response to a letter from your office dated March 13, 2020, which transmitted
the referenced second appeal on behalf of the Village Center Community Development
District (Applicant). The Applicant is appealing the U.S. Department of Homeland
Security’s Federal Emergency Management Agency’s (FEMA) denial of funding in the
amount of $252,211.29 for debris removal activities.

As explained in the enclosed analysis, | have determined that the Applicant failed to
demonstrate its eligibility for Public Assistance funding that as a Community
Development District it is accessible to the general public. Additionally, the debris
removal work is ineligible because it was not documented in accordance with FEMA
policy and because the Applicant did not comply with federal procurement regulations.
Therefore, this appeal is denied.

Please inform the Applicant of my decision. This determination is the final decision on
this matter pursuant to 44 C.F.R. § 206.206, Appeals.

Sincerely,

Traci L. Brasher

Acting Director

Public Assistance Division

Enclosure
CccC: Gracia Szczech

Regional Administrator
FEMA Region IV
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Direct Result of Disaster / Reasonable Costs - Archdiocese of New Orleans,
PA ID: 000-UV6I1X-00, FEMA-1603-DR-LA,
Project Worksheet 11695

Summary Paragraph:

In 2005, Hurricane Katrina damaged St. Martin’s Manor, an assisted living facility
(Facility) owned by the Archdiocese of New Orleans (Applicant). FEMA prepared
Project Worksheet (PW) 11695 to replace the Facility.

The Applicant opted to repair the damage and FEMA capped the project at the
replacement or the repair cost, whichever is lower.

The Applicant properly procured a contractor and entered in an adjustable fixed-price
contract. Per 44 C.F.R. § 13.36(i)(2) (2004), the Applicant’s contract included a
termination for convenience clause that, if exercised, required the Applicant to pay
reasonable overhead and profits to the contractor on the value of the contract’s
uncompleted work.

When the contract was running over time, the Applicant terminated the contract for

convenience. The contractor made demands, including its overhead costs, and the
Applicant entered into a settlement with the contractor and recorded $918,894.00 as
overhead costs.

FEMA determined that the costs were not incurred as a result of the disaster, nor
associated with eligible work, and were instead the result of the Applicant’s decision to
terminate for convenience.

The Applicant appealed, claiming, among other things, that FEMA incorrectly
determined the costs were not directly related to the disaster damages because the
costs were incurred pursuant to the terms of a contract for eligible work; failed to
acknowledge the work contracted for was eligible; was aware of the issues with the
contractor and did not tell the Applicant that costs to terminate for convenience were
ineligible; and, did not take into account the costs were reasonable and the least cost
alternative.

The Region VI Regional Administrator found that the claimed costs are not directly tied
to the performance of eligible work required as a direct result of the disaster and denied
the appeal.

On second appeal, the Applicant maintains its previous claims and states that FEMA
failed to acknowledge that the contract was for eligible work to repair damage directly
caused by Hurricane Katrina and the cost associated with that work was reasonable,
therefore eligible.
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Authorities and Second Appeals:

. Stafford Act § 406

. 44 C.F.R. §§ 206.223(a); 13.22(a)(1); 13.36(i)(2)
. PA Guide (1999), at 23, 33-34.

. OMB Circular A-122

Headnotes

Pursuant to 44 C.F.R. § 206.223(a), an eligible item of work must be required as a
direct result of the disaster.

FEMA reimburses costs that can be directly tied to the performance of eligible work.
The Applicant’s costs of contractor overheads costs were incurred as a result of the
Applicant deciding to exercise a Federally mandated procurement clause within an
industry standard American Institute of Architects’ (AIA) contract for eligible work.
The Applicant’s costs of overhead costs are allowable costs under 44 C.F.R. § 13.22.

Conclusion

The Applicant’s work is required as a result of the disaster and therefore eligible.

The Applicant’s costs of contractor overheads costs are allowable costs under 44
C.F.R. § 13.22 and incurred as a result of the Applicant prudently deciding to exercise a

federally mandated procurement clause within an industry standard American Institute
of Architects contract for eligible work.
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Environmental and Historic Preservation Compliance

Kim Stenson, Director

South Carolina Emergency Management Division
2779 Fish Hatchery Road

West Columbia, South Carolina, 29172

Re: Second Appeal — Kershaw (County), PA ID: 055-99055-00, FEMA-4241-DR-SC,
Project Worksheet (PW) 803 — Environmental and Historic Preservation Compliance

Dear Mr. Stenson:

This is in response to a letter from your office dated February 21, 2020, which
transmitted the referenced second appeal on behalf of Kershaw County (Applicant).
The Applicant is appealing the U.S. Department of Homeland Security’s Federal
Emergency Management Agency’s (FEMA) denial of $1,315,744.93 in Public
Assistance (PA) funding.

As explained in the enclosed analysis, | have determined the cited code meets the
regulatory criteria for allowable codes and standards upgrades, however, the Applicant
did not afford FEMA the opportunity to comply with the National Environmental Policy
Act, prior to beginning work. The documentation provided by the Applicant does not
allow FEMA to determine that the project complies with environmental and historical
preservation statutes, regulations, Executive Orders and policies. Therefore, the appeal
is denied.

Please inform the Applicant of my decision. This determination is the final decision on
this matter pursuant to 44 C.F.R. § 206.206, Appeals.

Sincerely,
Traci L. Brasher
Acting Director
Public Assistance Division

Enclosure

cc:  Gracia Szczech
Regional Administrator
FEMA Region IV

MEM Notes:

1) Applicable Codes and “Standards must: (1) apply to the type of repair or restorati
required (standards may be different for new construction and repair work); (2)
be appropriate to the pre-disaster use of the facility; (3) be found reasonable, in
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2)

writing, and formally adopted and implemented by the State or local government
on or before the disaster declaration date, or be a legal Federal requirem ent
applicable to the type of restoration; (4) apply uniformly to all similar types of
facilities within the jurisdiction of the owner of the facility; and, (5) for any
standard in effect at the time of a disaster, it must have been enforced during the
time it was in effect. All five prongs must be met in order to be eligible for Public
Assistance (PA) funding.”

“The Applicant commenced construction without giving FEMA an opportunity to
review the work for EHP compliance, and did not provide independently
submitted EHP reviews for consideration. The available documentation does not
allow FEMA to determine that the project complies with EHP laws, regulations,
and EOs.”
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Time Limitations / Extensions — Request for Public Assistance

Jared Moskowitz, Director

Florida Division of Emergency Management
2555 Shumard Oak Blvd.

Tallahassee, Florida 32399-2100

Re: Second Appeal —North Miami Beach Medical Center, FEMA-4337-DR-FL,
Time Limitations/Extensions — Request for Public Assistance

Dear Mr. Moskowitz:

This is in response to a letter from your office dated April 30, 2020 which transmitted
the referenced second appeal on behalf of North Miami Medical Center (Applicant).
The Applicant is appealing the U.S. Department of Homeland Security’s Federal
Emergency Management Agency’s denial of its Request for Public Assistance (RPA).

As explained in the enclosed analysis, the Applicant did not demonstrate its delay in
submitting its RPA is an extenuating circumstance beyond its or the Grantee’s control to
warrant extending the deadline for the RPA. Therefore, this appeal is denied.

Please inform the Applicant of my decision. This determination is the final decision on
this matter pursuant to 44 C.F.R. § 206.206, Appeals.

Sincerely,
Traci Brasher
Acting Director
Public Assistance Branch

Enclosure

cc:  Gracia B. Szczech
Regional Administrator
FEMA Region IV

MEM Notes:

“Hurricane Irma, which made landfall in Florida on September 10, 2017, damaged North
Miami Beach Medical Center’s (Applicant) medical vehicle and its contents. The
Applicant submitted a request for Individual Assistance (IA) on October 4, 2017. FEMA
denied the Applicant’s IA request on May 27, 2018, stating the vehicle and its contents
did not fit the criteria for IA eligibility as it was not a primary residence.
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On May 30, 2018, the Applicant responded to FEMA'’s denial of IA contending it is a
Private Nonprofit (PNP) organization not a residence.

On January 22, 2019, the Applicant sent a letter to the Governor of Florida requesting
assistance and who directed the Applicant to the Florida Division of Emergency
Management (Grantee).

On February 15, 2019, the Applicant submitted its Request for Public Assistance (RPA),
which was transmitted to FEMA on February 22, 2019 along with the Grantee’s request
to extend the deadline for submission of the RPA.

The FEMA Region IV Regional Administrator (RA) denied the extension request.

In its first appeal, the Applicant argued it was a PNP and the IA request had been
completed by a FEMA representative.

The Grantee concurred and, also contended the IA request had been misdirected by
FEMA. On January 13, 2020, the RA denied the first appeal, determining that the
Applicant did not demonstrate extenuating circumstances existed that justified a late
submission of the RPA nearly eight months after its receipt of the May 2018 IA denial
letter. In its second appeal, the Applicant reiterates its argument from its first appeal.”
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Change in Scope of Work — Improved Project

Mr. Kim Stenson

Director

South Carolina Emergency Management Division
2779 Fish Hatchery Road

West Columbia, South Carolina 29172

Re: Second Appeal — Columbia, PA: ID 079-16000-00, FEMA-4241-DR-SC,
Project Worksheet (PW) 873 — Change in Scope of Work — Improved Project —
Codes and Standards

Dear Mr. Stenson:

This is in response to a letter from your office dated November 22, 2019, which
transmitted the referenced second appeal on behalf of City of Columbia (Applicant).
The Applicant is appealing the U.S. Department of Homeland Security’s Federal
Emergency Management Agency’s (FEMA) denial of funding in the amount of
$161,620.00 for additional costs associated with the repair of a water line and scour
hole at Metro Lane.

As explained in the enclosed analysis, the Applicant made improvements to the Metro
Lane water line by relocating the water line to a new location without prior approval from
FEMA. As a result, FEMA was not provided the opportunity to conduct required
environmental and historical preservation reviews prior to project construction and
completion. In addition, the Applicant has not demonstrated that the installation of
additional fire hydrants or valves was required by an eligible code or standard.
Therefore, this appeal is denied.

Please inform the Applicant of my decision. This determination is the final decision on
this matter pursuant to 44 C.F.R. § 206.206, Appeals.

Sincerely,
Traci L. Brasher
Acting Director
Public Assistance Division

Enclosure
CC: Gracia Szczech

Regional Administrator
FEMA Region IV
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Washington, DC 20528 / www.oig.dhs.gov

September 15, 2020

MEMORANDUM FOR: The Honorable Peter T. Gaynor

Administrator
Federal Emergency
FROM: ph V/Cutfari, P

nspector General

SUBJECT: FEMA Should Recover $216.2 Million Awarded to the

Recovery School District in Louisiana for Hurricane
Katrina

Attached is our final report, FEMA Should Recover $216.2 Million Awarded to
the Recovery School District in Louisiana for Hurricane Katrina. We incorporated
the formal comments provided by your office.

The report contains eight recommendations aimed at improving the disaster
grant management of the Recovery School District, Louisiana. Your office
concurred with six of the eight recommendations. Based on information
provided in your response to the draft report, we consider recommendations 2,
3, 5, and 6 resolved and open with an estimated completion date of May 31,
2021. Recommendations 4 and 7 are resolved and open with an estimated
completion date of November 30, 2020. For recommendations 2 through 7,
please submit a formal closeout letter once the recommendations have been
fully implemented or by your target completion dates. The memorandum
should be accompanied by evidence of completion of agreed-upon corrective
actions and of the disposition of any monetary amounts.

Recommendations 1 and 8 are unresolved and open. As prescribed by the
Department of Homeland Security Directive 077-01, Follow-up and Resolutions
for the Office of Inspector General Report Recommendations, within 90 days of
the date of this memorandum, please provide our office with a written response
that includes your (1) target completion date, and (2) corrective action plans for
recommendations 1 and 8. Also, please include responsible parties and any
other supporting documentation necessary to inform us about the current
status of the recommendations. Please send your response or closure request
to OIGAuditsFollowup@oig.dhs.gov.

www.oig.dhs.gov
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Consistent with our responsibility under the Inspector General Act, we will
provide copies of our report to congressional committees with oversight and
appropriation responsibility over the Department of Homeland Security. We
will post the final report on our website for public dissemination.

Please call me with any questions or your staff may contact Sondra McCauley,
Assistant Inspector General for Audits, at (202) 981-6000.
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FEMA Should Recover $216.2 Million Awarded
to the Recovery School District in Louisiana
for Hurricane Katrina

September 15, 2020

Why We Did
This Audit

We conducted this audit
to determine whether RSD
accounted for and
expended funds according
to Federal regulations. As
of October 2016, RSD had
received a $1.5 billion
Public Assistance grant
from Louisiana, a FEMA
grantee, for damages from
Hurricane Katrina. We
examined $1.3 billion
granted for a consolidated
project as part of the total
amount awarded.

What We
Recommend

FEMA should deobligate
$216.2 million in ineligible
funding and reclassify 35
damaged facilities from
replacement-eligible to
repair-eligible, and
deobligate the differences
in funding.

For Further Information:
Contact our Office of Public Affairs at

(202) 981-6000, or email us at
DHS-0IG.OfficePublicAffairs@oig.dhs.gov

wwuw.oig.dhs.gov

What We Found

In some instances, the Recovery School District in Louisiana
(RSD) accounted for and expended portions of the $1.3
billion in Public Assistance grant funds we reviewed
according to Federal regulations. However, the Federal
Emergency Management Agency (FEMA) improperly
awarded $216.2 million to repair or replace more than 292
Orleans Parish school facilities in RSD. Specifically:

e FEMA used a cost estimate rather than actual
costs to determine how much to award RSD for
schools that were already completed, thus
improperly awarding $156.6 million to RSD.

e FEMA duplicated benefits by not reducing the
amount of the award by $57 million to account for
other Federal grant funds RSD received.

e FEMA improperly awarded $2.6 million to replace
portable school buildings that were not RSD’s
legal responsibility at the time of the hurricane.

The improper awards occurred primarily because
FEMA did not follow Federal regulations and its own
guidance for awarding Federal funds. For example,
FEMA did not follow its own guidance to base grant
awards for completed work on actual costs.
Additionally, FEMA assessed damages to 35 facilities
19 to 59 months after the disaster and, therefore,
failed to ensure the damages were a direct result of
the hurricane. Due to the improper awards and
delayed damage assessment, FEMA provided millions
of ineligible funds to RSD, placing those Federal funds
at risk of fraud, waste, and abuse.

FEMA Response

FEMA concurred with recommendations 2 through 7, which
are resolved and open, but did not concur with
recommendations 1 and 8, which are unresolved and open.
We have included a copy of FEMA’s comments in their
entirety in appendix B.

OIG-20-63


www.oig.dhs.gov

:?.\‘; -r(}?-.
;Wf OFFICE OF INSPECTOR GENERAL
s Department of Homeland Security

Table of Contents

BacCKGroUnd . ..o e 1
ResUlts Of AUt c.onininii e 3
FEMA Did Not Comply with Federal Regulations and FEMA Guidelines for
Awarding the Public Assistance Grant.........c.oooviiiiiiiiiiiiiiiiiieeeeans 3

FEMA Did Not Properly Use Actual Costs to Award Funding for

Completed FacCiliti€S. . ..ot e eneas 4

Duplication of FEMA and Department of Housing and Urban

Development Funding Resulted in Awarding Ineligible Benefits.............. 8

FEMA'’s Funding of Portable Buildings Not Owned by RSD Resulted in

Ineligible FUNAINg ... .ccoeuiuiiiii e 10

Delayed and Recurring Damage Assessments Led to Increased Cost .... 12
RecoOmMmMENdationS. ..o e 15
Management Comments and OIG ANalySiS .......cccoeuviiiiiniiiiiiiiininiiiiieeeeeneenes 16
Appendixes

Appendix A: Objective, Scope, and Methodology...........ccceeveiiviiiiininenn.. 21

Appendix B: FEMA’s Management Response to Draft Report................ 23

Appendix C: Potential Monetary Benefits...........cocooiiiiiiiiiiiiiiiiinnnn. 32

Appendix D: Office of Audits Major Contributors to This Report........... 33

Appendix E: Report Distribution LiSt.......ccccoviiiiiiiiiiiiiiiieen 34
Abbreviations

CDBG Community Development Block Grant

CEF Cost Estimating Format

CFR Code of Federal Regulations

ECD estimated completion date

EMMIE Emergency Management Mission Integrated Environment

FEMA Federal Emergency Management Agency

HUD Housing and Urban Development

NEMIS National Emergency Management Information System

OIG Office of Inspector General

OPSB Orleans Parish School Board

RSD Recovery School District

SRIA Sandy Recovery Improvement Act

wwuw.oig.dhs.gov OIG-20-63


www.oig.dhs.gov

v i: OFFICE OF INSPECTOR GENERAL

s Department of Homeland Security

Background

The Recovery School District (RSD) is a statewide school district administered
by the Louisiana Department of Education that intervenes in the management
of chronically low-performing schools in Louisiana. Because of Orleans Parish
public schools’ poor performance, the Louisiana Legislature turned the

majority of its schools over to RSD.

In August 2005, high winds, driving rains, and flooding resulting from
Hurricane Katrina damaged hundreds of Orleans Parish schools and
equipment, as shown in figures 1 and 2. On August 29, 2005, the President
signed a major disaster declaration (DR-1603-LA) to provide Louisiana and
local government with Federal assistance to recover from damages.

FEEREET  FRE LR :m, sraann & i =
Y I T ,_‘1:

ATy s dFEFF s bgr Fuandsaan =

1
.!Il_lg.llﬂ

=
F
=

]

i
.n.qm'fn"-_n_u

Figure 1: School buses under water in New Orleans
Source: The Patriot Post, August 2015

Figure 2: Damage to Joseph A. Hardin Elementary School
Source: NOLA.com Times Picayune, April 2015

In 2008, RSD and the Orleans Parish School Board (OPSB) jointly developed
the New Orleans Schools Facilities Master Plan (Master Plan) to rebuild school
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facilities damaged by Hurricane Katrina. The Master Plan, consisting of a six-
phase construction plan beginning with Quick Start Program schools,! served
as a guide for rebuilding and renovating New Orleans public schools.

To accomplish the Master Plan, RSD applied the Consolidated Appropriations
Act, 2008,2 which allows local educational agencies in Louisiana affected by
Hurricane Katrina special exceptions to Federal requirements. The Federal
Emergency Management Agency (FEMA) awarded $1.5 billion, which
constituted 100 percent funding for debris removal, emergency protective
measures, and permanent work for the schools. FEMA allowed RSD to
consolidate 255 projects into one project, Alternate Project 19166,2 for which it
received a grant totaling $1.3 billion. Funding for Alternate Project 19166
comprised 87 percent of the total $1.5 billion Public Assistance award RSD had
received as of October 27, 2016, from the Louisiana Governor’s Office of
Homeland Security and Emergency Preparedness (Louisiana), a FEMA grantee,
for damages resulting from Hurricane Katrina. The remaining $200 million (13
percent) of the $1.5 billion funded other RSD projects not consolidated under
Alternate Project 19166.

We reviewed the $1.3 billion in funding for Alternate Project 19166. Table 1
shows the gross and net award amounts before and after reductions for

insurance and other reductions for Alternate Project 19166.

Table 1. Gross and Net Award Amounts for Alternate Project 19166

Gross Award Insurance Other Net Award
Amount Reductions Reductions? Amount
Audit Scope $1,335,004,950 | $(134,803,681) $(43,040,436) | $1,157,160,833

Source: FEMA and RSD records

As of October 2016, RSD had not completed work on Alternate Project 19166
and, therefore, had not submitted a final claim to Louisiana for its
expenditures. We conducted our audit to determine whether RSD accounted
for and expended funds according to Federal regulations. We focused our
audit on the $1.3 billion granted for the consolidated Alternate Project 19166.

1 Quick Start Program School Plans called for reconstruction of six campuses across New
Orleans to house students as quickly as possible after the disaster, but only four schools were
completed.

2 Consolidated Appropriations Act, 2008, Pub. L. No. 110-161, § 552.

3 Alternate Project 19166 was a Single Settlement Request pursuant to Section 552 of the
Consolidated Appropriations Act, 2008, to repair and reconstruct numerous facilities damaged
by Hurricane Katrina in the New Orleans Public School educational system.

4 Other Reductions is an adjustment made in Version 4 of Alternate Project 19166, which
served to correct the Architect and Engineering fee calculation as applied to eligible repair or
replacement cost associated with Quick Start Program schools.
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Results of Audit

In some instances, RSD accounted for and expended portions of the $1.3
billion in Public Assistance grant funds we reviewed according to Federal
regulations. However, FEMA improperly awarded $216.2 million to repair or
replace more than 292 Orleans Parish school facilities in RSD. Specifically:

e FEMA used a cost estimate rather than actual costs to determine
how much to award RSD for schools that were already completed,
thus improperly awarding $156.6 million to RSD.

e FEMA duplicated benefits by not reducing the amount of the
award by $57 million to account for other Federal grant funds
RSD received.

e FEMA improperly awarded $2.6 million to replace portable school
buildings that were not RSD’s legal responsibility at the time of
the hurricane.

The improper awards occurred primarily because FEMA did not follow Federal
regulations and its own guidance for awarding Federal funds. For example,
FEMA did not follow its own guidance to base grant awards for completed work
on actual costs. Additionally, FEMA assessed damages to 35 facilities 19 to 59
months after the disaster and, therefore, failed to ensure the damages were a
direct result of the hurricane. Due to the improper awards and delayed
damage assessment, FEMA awarded millions of ineligible funds to RSD, placing
Federal funds at risk of fraud, waste, and abuse.

FEMA Did Not Comply with Federal Regulations and FEMA
Guidelines for Awarding the Public Assistance Grant

The Code of Federal Regulations (CFR) establishes policies and procedures for
determining the eligibility of applicants, work, and cost associated with public
assistance under the Robert T. Stafford Disaster Relief and Emergency
Assistance Act (Stafford Act).> FEMA policies clarify and provide direction for
implementing the CFR. According to FEMA policy, cost directly tied to the
performance of eligible work must be reasonable and necessary and cannot
duplicate cost that is another Federal agency’s responsibility. In addition,
eligible applicants must be legally responsible for damaged facilities at the time
of the disaster, and work must be required as a direct result of the declared
disaster. FEMA did not follow Federal regulations and its own guidance to
ensure it awarded funds to RSD for costs necessary to accomplish the work to

5 44 CFR pt. 206, subpt. H.
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rebuild and replace schools. We identified deficiencies in four areas: ensuring
actual costs are used for completed work, avoiding duplication of benefits,
ensuring Federal funding eligibility, and providing delayed and recurring
damage assessments.

FEMA Did Not Properly Use Actual Costs to Award Funding for Completed
Facilities

According to FEMA guidance:

e a cost must be necessary and reasonable to accomplish the disaster
recovery work;

e reasonable cost can be established through average cost for similar work
in the area;

e a cost is reasonable if, in its nature and amount, it does not exceed that
which would be incurred by a prudent person under the circumstances
prevailing at the time the decision was made to incur the cost;® and

e grant amounts are based on actual costs if the subgrantee has
completed the work at the time of the request for public assistance.”

Although FEMA possessed actual costs calculated from construction of the
Quick Start schools, it accepted RSD’s estimated cost of $268 per square foot
when awarding funds to Alternate Project 19166 for completed work.

To determine the reasonableness of RSD’s request for $268 per square foot for
repairs and replacements, FEMA officials said they performed a series of
analyses using local, regional, and national data. However, FEMA improperly
used the $268 to award funding for the already completed Quick Start schools
construction. Since FEMA did not properly award this funding, about $156.6
million in costs were unreasonable, and therefore ineligible.

Table 2 summarizes four key issues we identified related to FEMA’s analyses of
the $268 per square foot request from RSD. We discuss each issue in detail
after the table, as well as how these issues contributed to ineligible funding for
the Quick Start schools.

6 FEMA’s Public Assistance Guide, FEMA 322, October 1999, pages 33 and 34.
7 FEMA’s Public Assistance Policy Digest, FEMA 321, October 2001, page 22.
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Table 2. Results of FEMA’s Analyses and OIG Findings

Costs
Resulting FEMA
FEMA from FEMA | Awarded OIG Finding
Analyses Analyses Cost
Average cost per square foot
17 Facility $269 FEMA'’s cost analysis included
Comparison data from improperly competed
contracts, which can increase
the cost per square foot
FEMA $96 to $267 FEMA used improperly
Regional competed contracts for facilities
Comparison in its analysis
Cost $208 FEMA used the CEF average of
Estimating $268 $208 only to determine
Format repair/replace decisions, then
(CEF)8 increased the cost to $268 to
Comparison award grant funding
2009 Annual $160 FEMA awarded funds at $268
School although the regional average
Construction was 40 percent less
Report
Comparison

Source: Office of Inspector General (OIG) analysis of FEMA records

FEMA’s Analyses Did Not Account for Issues Related to Improper Procurement

First, FEMA selected, reviewed, and compared school construction costs across
17 other school facilities in the New Orleans Metropolitan area (post-Hurricane
Katrina) against RSD’s requested cost. FEMA used the following criteria to
choose the 17 comparable facilities to determine cost reasonableness:

e codes and standards

¢ educational requirements

e elevation requirements

e mix of elementary, middle, and high schools

e size

e environmental conditions

¢ foundation requirements and construction materials and methods

e location in urban environments and storage and staging constraints
e proper procurement

FEMA compared the 17 facilities to calculate the average construction cost. In
addition to using the aforementioned criteria, FEMA reviewed contract costs
using bid amounts and square footage for buildings to determine an average
rate per square foot. FEMA’s comparison yielded an average rate of $269 per

8 FEMA uses the CEF to develop a cost estimate for large projects, and as the basis for
obligating funds.
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square foot for construction cost. However, FEMA did not properly support
this analysis. For example, 3 of the 17 facilities FEMA selected had
procurement issues related to improperly competed contracts, which means
FEMA had no reasonable assurance the associated costs were reasonable.? In
particular, improperly competed contracts can increase cost per square foot,
thereby increasing overall costs. FEMA'’s analysis resulted in costs ranging
from $155 to $463 per square foot, with one of the improperly procured
facilities priced at $463 per square foot. Thus, the comparison skewed the
estimated rate.

Second, FEMA completed a regional comparison analysis using its own data.
However, as with the previous analysis, it did not always verify the projects it
compared had properly competed contracts. FEMA said it researched
construction cost data for K-12 school facilities replaced in FEMA Regions IV
and VI in the previous 10 years. Using project worksheets and CEFs from the
National Emergency Management Information System (NEMIS) and the
Emergency Management Mission Integrated Environment (EMMIE),10© FEMA
identified 38 school replacement projects with construction cost ranging from
an estimated $96 to $267 per square foot. FEMA used this comparison to
substantiate the reasonableness of RSD’s $268 per square foot cost request,
but failed to take into account improperly procured contracts, about which we
previously reported.!! Because these contracts were improperly procured,
FEMA has no assurance the estimates used are reasonable.

FEMA Exceeded Its Initial CEF Cost Estimate When Determining the Cost to
Replace Facilities

FEMA contended it used the CEF to determine a reasonable cost per square
foot. However, our analysis of FEMA'’s initial CEF cost estimate demonstrated
that, when determining the cost to replace the 143 Orleans Parish facilities,
FEMA exceeded its initial average CEF cost of $208 per square foot.
Specifically, FEMA only used the estimate of $208 to determine whether
facilities were eligible for replacement rather than repair. FEMA then used the
greater estimate of $268 per square foot to determine the actual funding

9 FEMA Public Assistance Grant Funds Awarded to Saint Mary’s Academy, New Orleans,
Louisiana (DD-11-15), August 5, 2011; and FEMA Should Disallow $82.4 Million of Improper
Contracting Costs Awarded to Holy Cross School, New Orleans, Louisiana (OIG-15-65-D), April
14, 2015.

10 FEMA’s NEMIS and EMMIE are integrated data management systems consisting of a
collection of distributed disaster data and workflow databases permitting the comprehensive
information retrieval.

11 Hurricane Katrina Activities for Jackson County School District (DA-09-02), November 20,
2008; FEMA Public Assistance Grant Funds Awarded to Long Beach School District, Long Beach,
Mississippi (DA-12-02), December 1, 2011; and FEMA Should Recover $5.3 Million of the $52.1
Million of Public Assistance Grant Funds Awarded to the Bay St. Louis Waveland School District
in Mississippi — Hurricane Katrina (O1G-14-44-D), February 25, 2014.
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amount to award to replace the facilities. Using the different cost estimates
resulted in FEMA awarding significantly more funding to replace the 143
facilities than it initially estimated.

Further, according to the CFR, a facility is considered repairable when disaster
damages do not exceed S0 percent of the cost of replacing the facility to its pre-
disaster condition and it is feasible to repair the facility so that it can perform
its function as well as it did immediately prior to the disaster.1? Had FEMA
used the greater estimated cost of $268 per square foot when determining
which facilities to replace rather than repair, the facilities would not have met
the required 50 percent threshold for replacement.

For example, using the CEF cost estimate of $208 for Project 15969 (Little
Wood Elementary School), FEMA estimated a repair cost of $49,112 and a
replacement cost of $82,717, resulting in a repair to replacement ratio of about
59 percent. Because the cost to repair was more than 50 percent of the cost to
replace the facility, FEMA officials decided to replace the facility. In contrast,
when FEMA consolidated the construction projects under Alternate Project
19166, it increased the replacement cost for Little Wood Elementary School to
$443,262 (calculated using $268 per square foot, per RSD’s request) without
re-evaluating the repair or replacement decision. Accordingly, the repair cost
decreased to 11.1 percent, well short of the 50 percent threshold. If FEMA had
correctly used the CEF to determine the reasonableness of RSD’s request, it
would have captured the average CEF estimated cost of $208 per square foot.

FEMA Awarded RSD Its Requested Amount Although the Construction Cost
Was Greater than the Regional Average

FEMA chose to award funds to RSD for its requested cost even though it was
greater than the regional average. FEMA reviewed the School Planning and
Management 2009 Annual School Construction Report to determine a reasonable
construction cost per square foot for schools within its 12 Regions across the
United States. The average construction cost per square foot for all schools
(elementary, middle, and high) in Region 9 (Arkansas, Louisiana, Oklahoma,
and Texas) did not exceed $160, which was 40 percent less than the $268 cost
per square foot awarded. RSD acknowledged its requested cost was high, but
justified it by citing factors specific to RSD, such as multi-story buildings and
foundations to accommodate specific ground conditions.

12 44 CFR 206.226(f)(1).
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FEMA’s Use of Estimated Cost Resulted in Ineligible Funding

Because RSD had already completed the Quick Start schools at the time of the
request for public assistance, FEMA should have based the Alternate Project
19166 award amount on the actual costs. However, FEMA did not leverage the
actual costs data it had readily available from the four recently completed RSD
schools and awarded about $156.6 million to Quick Start schools for
unreasonable, and therefore ineligible, funding.

FEMA allowed RSD to combine 105 project worksheets to form Alternate
Project 18597, Quick Start Schools, and awarded $177 million in funding.

RSD built the four schools to house students as quickly as possible after the
disaster. Later, RSD requested FEMA transfer the scope of work from Alternate
Project 18597 to Alternate Project 19166. Prior to its request, RSD completed
three of the four schools, and nearly completed the fourth school, for a total of
$145.7 million. According to the RSD Superintendent’s Report, the four
schools and completion dates were:

e Langston Hughes Elementary, August 11, 2009 (Phase 1) and November
10, 2010 (Phase 2)

e Andrew Wilson Elementary, October 11, 2009

e Lake Area High, December 28, 2009

e Landry High School, June 30, 2010

FEMA awarded funds for Alternate Project 19166 in September 2010.
However, when FEMA transferred the scope of work from Alternate Project
18597 to 19166, it increased the funding from $177 million to $376.7 million
based on the $268 per square foot cost provided by RSD. This resulted in
increasing the award by about $156.6 million.!3 Therefore, we are questioning
$156.6 million.

Duplication of FEMA and Department of Housing and Urban Development
Funding Resulted in Awarding Ineligible Benefits

Section 312 of the Stafford Act outlines general prohibitions for any entity to
receive financial assistance for any loss for which assistance has already been
provided. Publication 322, FEMA Public Assistance Guide,1* reiterates these

13 We did not use the actual costs of $145.7 million to compute ineligible funding because
Project 18597 is an alternate project. The applicant is entitled to the $177 million award
approved by FEMA regardless of actual costs to complete the project.

14 According to Public Assistance Guide, FEMA 322, dated October 1999, page 34, if an
applicant can obtain assistance for a project from a source other than FEMA, then FEMA
cannot provide funds for that project. The Stafford Act prohibits such a duplication of benefits.
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prohibitions from the Stafford Act. According to the guide, whenever an
applicant receives funding from another source for similar or identical work,
FEMA must reduce the eligible cost or deobligate funding to avoid a duplication
of benefits.

FEMA did not properly reduce Alternate Project 19166 by $57 million for
duplicate Community Development Block Grant (CDBG) funds the Department
of Housing and Urban Development (HUD) had previously awarded to RSD to
complete schools. Specifically, HUD awarded $110.1 million to RSD for 29
school sites between 2007 and 2014. A comparison of the CDBG applications
and FEMA Alternate Project 19166 documentation showed RSD requested
funding for similar repairs for 19 of the 29 sites. For those 19 sites, FEMA
awarded funds for Alternate Project 19166 in September 2010 after HUD had
already awarded $57 million between 2007 and 2009 for similar purposes.
Table 3 lists the duplicate CDBG awards by school and amount.

Table 3. List of Identified Duplicate CDBG Awards

Awarded CDBG Disbursed CDBG

School Funds Funds
Charles T. Colton Junior $ 4,203,947 $ 3,567,563
High
Gentilly Terrace Elementary 2,647,553 1,909,918
McDonogh 42 Elementary 1,430,520 1,322,241
NOCCA/Live Oak Middle 1,906,090 1,906,090
Lafayette Elementary 1,556,618 1,556,618
Douglass High School 6,030,084 5,688,818
John Dibert Elementary 918,241 787,343
Sylvanie Williams 896,091 471,165
Elementary
Sarah T. Reed Senior High 3,787,699 3,758,580
Rabouin Career Magnet 767,843 346,051
Crossman Elementary 2,779,024 1,537,521
Village de L'est Elementary 1,561,293 1,494,287
School
Harney Elementary 782,306 782,306
Dr. Charles R. Drew 2,775,749 2,526,725
Elementary
Thurgood Marshall Middle 7,488,618 7,488,618
School
Live Oak Elementary (2) 1,344,783 1,272,447
Martin Luther King 3,884,721 1,642,362
Elementary School
William J. Guste 11,205,678 11,195,600
Elementary
Walter L. Cohen Senior High 1,034,541 1,032,631
Total $57,001,399 $50,286,884

Source: OIG analysis of FEMA and Louisiana.gov records
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FEMA officials were aware of the CDBG funding when they awarded funds for
Alternate Project 19166. Although they accepted responsibility to ensure
public assistance applicants did not receive duplicate benefits, FEMA officials
also contended that HUD was actually responsible for ensuring there was no
duplication of benefits between FEMA and HUD. This would not have been
possible because HUD had approved funding first. Specifically, HUD’s
approval for the 19 schools occurred between 2007 and 2009 — before
approval of Alternate Project 19166 in September 2010. As a result, HUD was
not in a position to prevent the duplication of benefits. For the 19 schools in
question, as of April 2017, HUD has already disbursed $50.3 million, or 88
percent, of the $57 million. We question $57 million for ineligible duplicate
benefits RSD received from HUD CDBG funding. As a separate issue, we
identified another $27.5 million in FEMA awards that potentially duplicated
CDBG funds. Of the total 29 sites, 7 CDBG applications valued at $27.5
million did not contain detailed descriptions of work. Therefore, we were
unable to determine whether FEMA awarded funds for the same repairs
covered by CDBG funds and whether duplicate benefits were provided. The
remaining 3 applications for the 29 sites did not duplicate the scope of
Alternate Project 19166.

Both of the issues occurred because FEMA did not follow established
procedures for awarding Federal funds.

FEMA'’s Funding of Portable Buildings Not Owned by RSD Resulted in
Ineligible Funding

To be eligible for financial assistance, an item must be the legal responsibility
of an eligible applicant.1> Ownership is generally sufficient to establish
responsibility.16 Further, according to Federal regulations, grant funds are
only for allowable costs.!?

To support Alternate Project 19166, FEMA awarded $2.6 million for eight
portable school buildings leased, but not owned, by RSD. Upon our request,
FEMA could not provide proof of ownership for a number of portable units.
Specifically, when approving Alternate Project 19166, FEMA officials could not
account for eight leased portable school buildings included in RSD’s request,
costing $321,703 each, totaling $2.6 million. RSD originally stated the units
were not included in the project worksheet. When shown contrary evidence,
RSD recanted its initial statement and claimed the units were the legal
responsibility of the OPSB. However, neither OPSB nor RSD were the legal

15 44 CFR 206.223(a)(3).
16 FEMA’s Public Assistance Guide, FEMA 322, October 1999, page 25.
17 44 CFR 13.22(a).

wwuw.oig.dhs.gov 10 0OIG-20-63


www.oig.dhs.gov
https://costs.17
https://responsibility.16
https://applicant.15
mike_
Highlight

mike_
Highlight

mike_
Highlight


:a; v i: OFFICE OF INSPECTOR GENERAL

e Department of Homeland Security

owners of the units. Figure 3 shows the timeline for the portable school
buildings from lease inception to award of Alternate Project 19166.

Figure 3. Timeline of Portable School Buildings from Lease to Award

December
October 2005 January September
June 2005 August 2005 Legal 2007 2010
Insurance 2005 Leasing Counsel $439K Alternate

October
1999

A ?::rileent Coverage Hurricane Company Retained Insurance Project

gSi ned Confirmed Katrina Claims and Settlement 19166

g Total Loss $397K Reached Award
Requested

Source: OIG analysis of FEMA and RSD records

OPSB entered into an equipment lease for the eight portable units in October
1999. According to the lease terms, OPSB was responsible for paying the
insurance premiums but the leasing company would receive any proceeds from
the insurance policy for damages, such as those caused by Hurricane Katrina.

In October 2005, a representative of the leasing company stated the leasing
company owned the units, and the units were a total loss due to wind and
wind-driven rain caused by Hurricane Katrina. In December 2005, the leasing
company retained legal counsel after extensive efforts to resolve its damage
claim with OPSB. The leasing company requested $397,737 for damages to the
leased units, and filed a lawsuit in the United States District Court for the
Eastern District of Louisiana against the insurance company to recover those
damages and other relief. In January 2007, the leasing company settled the
lawsuit for $439,288. As a result, the units’ estimated replacement cost
should not have been included in Alternate Project 19166. FEMA agreed with
our determination that the eight portable buildings in question were ineligible
for FEMA funds, based on the terms and conditions of the lease agreement.
FEMA also agreed to deobligate the associated $2.6 million.

Further, during our review of legal responsibility for the 8 portable school
buildings, we identified 84 additional portable buildings included in Project
19166 valued at $35.2 million. Upon asking for proof of ownership for the 84
portable units, neither FEMA nor RSD could provide evidence verifying
ownership or legal responsibility. In response to our request, FEMA officials
stated, “typically FEMA establishes ownership or legal responsibility by
collecting and reviewing titles, deeds, bill of sales, leases (wWhere applicable),
and insurance policies.” However, to verify ownership, FEMA relied solely on
OPSB’s insurance policy Schedule of Reported Values, which proved to be
unreliable.
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Delayed and Recurring Damage Assessments Led to Increased Cost

According to Federal regulations, FEMA will restore an eligible facility to its
pre-disaster design through either repair or replacement of the facility,!8 but
damages must be the direct result of a disaster to be eligible for FEMA financial
assistance.l® FEMA conducted initial damage assessments of 35 school
facilities in April 2006 (about 8 months after Hurricane Katrina), which was
reasonable given the disastrous conditions. However, FEMA performed
multiple reassessments of the 35 facilities for years after the initial
assessments. Of the 35 facilities:

e Six underwent subsequent assessments that deemed them eligible for
replacement between 30 and 50 months after the initial assessments of
repair.

e Twenty-six underwent subsequent assessments that deemed them
eligible for replacement between 13 and 28 months after the initial
assessments for repair.

e Three underwent subsequent assessments that deemed them eligible for
replacement between 10 and 12 months after the initial assessments for
repair.

If a disaster-damaged facility remains unrepaired and exposed to weather and
potential vandalism for an extended duration, it is likely the facility will
deteriorate further. FEMA officials acknowledged this in documents pertaining
to Livingston Middle School, stating, “Despite applicant’s prudent measures to
protect their facility, but due to the catastrophic nature of the event, lack of
resources, and a shortage of contractors, these measures fell short and left the
building in a state of continuing decline.” In another example, even during its
initial April 2006 damage assessment of the Annex Building at Little Woods
Elementary School, conditions had already deteriorated. Mold was prevalent
throughout the facility due to high humidity, moisture, and lack of ventilation.
After the initial April 2006 assessment, FEMA concluded the construction cost
to repair the Annex Building was 46 percent of the construction cost to replace
it. However, nearly 2 years later, in February 2008, FEMA concluded the
construction cost to repair the Annex Building had increased to 78 percent of
the replacement cost, resulting in replacement eligibility. As a result, eligible
funding increased from $635,611 to $2,248,739, a 254 percent increase.

18 44 CFR 206.226(f)(1) — A facility is considered repairable when disaster damages do not
exceed 50 percent of the cost of replacing a facility to its pre-disaster condition.

1944 CFR 206.223(a)(1) — To be eligible for financial assistance, an item of work must be
required as the result of the major disaster event.
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FEMA performed multiple reassessments of all 35 facilities, ultimately resulting
in their replacements instead of less costly repairs. In particular, eight of these
facilities were reassessed two or more times. In accordance with FEMA policy2°
and the CFR,2! the eight facilities were initially deemed eligible for repair
because the cost of repairing them did not reach the 50 percent threshold for
replacement. However, at the request of RSD, FEMA conducted several
subsequent reassessments and finally determined the facilities should be
replaced. Reaching the 50 percent threshold entitles an applicant to
substantially more funding based on the full replacement cost of a facility. The
final assessments resulting in FEMA’s replacement decisions ranged from 1 to
4 years after initial assessments. The decisions to replace instead of repair the
facilities increased awards by $34.6 million.

For example, FEMA performed its initial damage assessment of Project 15174,
Florence Chester Elementary School Classrooms, in May 2006. The result of
the assessment estimated the repair cost at $296,700. A second assessment in
February 2008, nearly 2 years later, increased the repair cost to $1,047,034, or
19 percent of replacement cost. Finally, in April 2009 — 3 years after the
initial assessment — FEMA performed its final assessment. At that time,
FEMA determined the repair cost was 51 percent of replacement cost, which
meant the facility was eligible for replacement, costing $8,193,710. The
decision to replace instead of repair the facility resulted in a 2,662 percent
increase in cost from the initial to the final assessment. Table 4 lists sites that
received multiple assessments, which resulted in increased awards.

20 FEMA Policy 9524 .4, September 24, 1998 - Construction cost refers to only those costs
allowed in the numerator (repair cost) and denominator (replacement cost) of the 50 Percent
Rule calculation. The construction cost to repair a facility is the cost of repairing disaster
damage and does not include demolition of the entire facility (demolition essential to the repair
only of the damaged elements may be included), design associated with upgrades, site work,
applicable project management cost, contents, or hazard mitigation measures. The
construction cost to replace a facility is the cost of replacing a facility based on its pre-disaster
design and in accordance with applicable codes and standards. It does not include demolition,
site work, applicable project management cost, contents, or hazard mitigation measures.

21 44 CFR 206.226(f)(1).
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Table 4. Effect of Recurring Assessments on Repair versus Replace

Decisions
Restoration | Initial/Final
Project Date of Percentage Cost per Assessment
Worksheet Assessment Damage CEF Difference
July 2006 No percent given $ 200,623
. 1;\308§~dd1 September 2007 13% 334,146
* Sehool Gym  |_December 2007 31% 817,328
July 2010 54% $1,608,231 $ 1,407,608
12433 June 2006 44% $1,583,986
Carver Complex March 2007 42% 2,374,717
High School Gym August 2007 53% $8,484,139 $ 6,900,153
13469 July 2006 42% $1,991,994
. Brtadleﬁé hol November 2006 44% 2,682,599
M Building A | August 2007 53% $8,068,804 | $ 6,076,810
14783 October 2006 No percent given $ 91,109
Eﬁlorenie Chsesﬁerl February 2008 27% 591,752
O it 0 April 2009 59% $2,397,834 | $ 2,306,725
15174 May 2006 No percent given $296,700
EI*I lorenie Chsesﬁerl February 2008 19% 1,047,034
ey oo 100 April 2009 51% $8,193,710 | $ 7,897,010
12141 May 2006 No percent given $ 684,053
Gregory High February 2008 31% 2,250,247
School - Building July 2009 48% 3,355,008
c August 2010 55% $8,066,930 $ 7,382,877
12948 June 2006 No percent given $ 114,520
Barbra Jordan February 2008 17% 444,062
Library June 2009 71% $1,090,690 $ 976,170
13286 July 2006 41% $567,481
Téivkilng?tor}; Mligfﬂe February 2008 40% $1,013,718
cheot e May 2009 54% $2,256,356 | $ 1,688,875
Total
Difference $34,636,228

Source: OIG analysis of project worksheet data on LouisianaPA.com

FEMA'’s recurring assessments for repair or replacement eligibility cast
uncertainty over whether these 35 facilities were classified correctly since they
were exposed to the elements and vandalism for as long as 5 years after the
disaster occurred. As a result, FEMA cannot confirm Hurricane Katrina was
the direct cause of damages discovered during the assessments and should
review the 35 facilities and reclassify their eligibility for repair or replacement
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as appropriate. Additionally, FEMA should deobligate funds, as appropriate,
based on the difference between the replacement and repair costs to prevent
potential fraud, waste, and abuse of Federal funds.

Recommendations

Recommendation 1: We recommend the Regional Administrator, Federal
Emergency Management Agency Region VI, deobligate $156.6 million from
Alternate Project 19166 for ineligible funds it awarded for completed Quick
Start schools and follow established Federal regulations and Federal
Emergency Management Agency guidelines for obligating funds.

Recommendation 2: We recommend the Regional Administrator, Federal
Emergency Management Agency Region VI, deobligate $57 million from
Alternate Project 19166 for ineligible duplicated benefits the Recovery School
District received from Community Development Block Grant funds and follow
established Federal regulations and Federal Emergency Management Agency
guidelines for preventing duplication of funds.

Recommendation 3: We recommend the Regional Administrator, Federal
Emergency Management Agency Region VI, examine the seven Community
Development Block Grant applications valued at $27.5 million, which failed to
detail the scope of work to ensure no duplication exists.

Recommendation 4: We recommend the Regional Administrator, Federal
Emergency Management Agency Region VI, deobligate $2.6 million from
Alternate Project 19166, as agreed, for ineligible cost for portable school
buildings, which were not the legal responsibility of the Recovery School
District.

Recommendation 5: We recommend the Regional Administrator, Federal
Emergency Management Agency Region VI, collect and review titles, deeds, bills
of sale, or leases to verify ownership and eligibility of the remaining 84 portable
units valued at $35.2 million, and deobligate funds accordingly.

Recommendation 6: We recommend the Regional Administrator, Federal
Emergency Management Agency Region VI, validate an applicant’s ownership
and legal responsibility for work items to avoid awarding ineligible funding.

Recommendation 7: We recommend the Regional Administrator, Federal
Emergency Management Agency Region VI, to implement policies and
procedures to specify a reasonable timeframe to assess damages
comprehensively.
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Recommendation 8: We recommend the Regional Administrator, Federal
Emergency Management Agency Region VI, re-evaluate documented proof of
assessments for the 35 identified projects; reclassify them, as appropriate, to
repair-eligible; and deobligate the cost difference as appropriate.

Management Comments and OIG Analysis

FEMA provided its written response to the report on July 7, 2020. FEMA
concurred with recommendations 2 through 7, but did not concur with
recommendations 1 and 8. We received technical comments on the draft
report, including information FEMA did not provide during the course of the
audit, and revised the report as appropriate. This included revising the
recommended amount of deobligation in recommendation 1. As a reminder, it
is important for the auditee to provide accurate and complete information
during the course of the audit to ensure balanced reporting of all facts.
Appendix B contains FEMA’s management comments in their entirety. We
consider recommendations 2, 3, 5, and 6 resolved and open with an estimated
completion date of May 31, 2021. Recommendations 4 and 7 are resolved and
open with an estimated completion date of November 30, 2020. We consider
recommendations 1 and 8 unresolved and open. A summary of FEMA’s
responses and our analysis follows.

FEMA Comments to Recommendation #1: FEMA did not concur with the
recommendation, stating the FEMA Region VI Administrator affirmed the cost
per square foot (SF) and the application of the S0 Percent Rule are reasonable.
FEMA’s management response details the steps taken to affirm costs in
support of the application of the 50 Percent Rule.

In summary, FEMA validated the $267.67 per SF construction cost, using:

(1) competitive low bids for four RSD Quick Start Schools, (2) FEMA’s analysis
of 16 local contracts/17 facilities for unit cost information, and (3) regional and
national historical unit cost information provided by School Planning and
Management Magazine’s “2009 Annual School Construction Report,” published
in February 2009.

In order to reevaluate the 50 Percent Rule after applying the updated $267.67
per square foot to each facility, FEMA would need to reevaluate cost eligibility
and the 50 Percent Rule for each of the 143 facilities. Although this action
would change the eligibility determinations for some facilities from
replacement-eligible to repair-eligible, FEMA believed doing so requires
changing the history and the context of the intent under Section 552 of the
Omnibus Bill.

wwuw.oig.dhs.gov 16 OIG-20-63


www.oig.dhs.gov

OFFICE OF INSPECTOR GENERAL

Department of Homeland Security

The Omnibus Bill did not include provisions for a retroactive analysis of critical
eligibility determinations. As Section 552 of the Omnibus Bill eventually
became the foundation for Section 1102 of the Sandy Recovery Improvement
Act (SRIA) of 2013 (Public Law 113-2), signed by the President on January 29,
2013, FEMA references SRIA to further clarify the intent of Section 552 of the
Omnibus Bill.

Section 1102 of SRIA revised the Stafford Act by creating a new Section 428,
which allowed FEMA to implement certain provisions as a pilot program until
the regulations could be changed. The goals of FEMA’s SRIA Public Assistance
Alternate Procedures are to: (1) reduce costs to the Federal Government,

(2) increase flexibility in the administration of assistance, (3) expedite the
delivery of recovery funds, and (4) provide financial incentives for timely and
cost-effective completion of Public Assistance funded projects. FEMA requested
that OIG consider this recommendation resolved and closed.

OIG Analysis of FEMA’s Response: We partially agree with FEMA’s comments
and actions taken. Therefore, this recommendation is unresolved and open.
We agree FEMA properly validated the $267.67 square footage cost used for the
uncompleted work. However, we disagree FEMA can use the $267.67 to
determine obligated costs for the completed Quick Start schools.

FEMA properly validated the $267.67 square footage cost used for the
uncompleted work. In its management response, FEMA provided additional
evidence concerning the total square footage of 581,804 for the completed
Quick Start schools. We agree the $265.92 and $250.41 per square foot are
within 10 percent of the RSD-requested $267.67 and can be used as an
estimate to obligate funding for uncompleted construction. As such, we no
longer question $117.4 million in costs for uncompleted work.22

However, FEMA’s own policies do not authorize use of the estimated $267.67
for the completed Quick Start schools. Initially, the finding and
recommendation addressed both completed (Quick Start schools) and
uncompleted construction. The version of the CEF guide cited by FEMA in its
comments states, to qualify for CEF consideration, a project must be less than
50 percent complete, or take 4 or more months to be 90 percent complete. If a
large project does not meet this standard, FEMA should use actual costs to
award funding.?3 Finally, FEMA Public Assistance Policy Digest 321 states

22 FEMA obligated $178.7 million for uncompleted work. However, in that amount, FEMA
included $61.3 million for the already completed Quick Start schools. Since we are not
questioning uncompleted work due to FEMA’s additional evidence, the $61.3 million should be
included in the questioned costs for the completed Quick Start schools.

23 The same approach applies under the version of the CEF guide in place when FEMA
approved Alternative Project 19166, which states that, to qualify for CEF consideration, a
project must be less than 90 percent complete.
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grant amounts are based on actual costs if the subgrantee completes the work
at the time of the request for public assistance. Prior to RSD’s $267.67 square
footage request, it completed three of the four schools, and nearly completed
the fourth school. FEMA also validated the completions in its official
comments, stating that prior to obligation of Alternate Project 19166 in 2010,
FEMA used the estimated final costs and square footage for the four RSD
Quick Start schools in Orleans Parish as one factor for its evaluation.

Based on the additional evidence FEMA provided with its management
response, we revised recommendation 1. Specifically, we reduced the
recommended deobligation by $117.4 million to reflect FEMA’s proper
validation of the $267.67 square footage cost used for the uncompleted work.
However, we continue to recommend FEMA deobligate $156.6 million from
Project 19166, which is the increase in completed work funding for the Quick
Start schools when FEMA transferred the scope of work from Alternate Project
18597 to 19166.

When FEMA provides a response with an estimated completion date, evidence
of actions taken to address why funding for completed work was increased
$156.6 million, and its actions to deobligate that funding, we will reconsider
the recommendation for resolution and closure.

FEMA Comments to Recommendation #2: FEMA concurred with the
recommendation. The FEMA Region VI Administrator will examine the 19
Community Development Block Grant (CDBG) projects and will take corrective
measures for any FEMA-funded scope of work duplicated by CDBG funding to
prevent a duplication of benefits. Estimated Completion Date (ECD): May 31,
2021.

OIG Analysis of FEMA’s Response: FEMA'’s actions are responsive to the
intent of the recommendation. This recommendation will remain resolved and
open with a target completion date of May 31, 2021.

FEMA Comments to Recommendation #3: FEMA concurred with the
recommendation. The FEMA Region VI Administrator will examine the seven
CDBG projects. FEMA will take corrective measures for any FEMA-funded
scope of work duplicated by CDBG funding to prevent a duplication of benefits.
ECD: May 31, 2021.

OIG Analysis of FEMA’s Response: FEMA'’s actions are responsive to the
intent of the recommendation. This recommendation will remain resolved and
open with a target completion date of May 31, 2021.

FEMA Comments to Recommendation #4: FEMA concurred with the
recommendation. The FEMA Region VI Administrator will review
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documentation for the eight portable school buildings, including legal
responsibility and insurance offset issues. FEMA will take corrective measures
as needed. ECD: November 30, 2020.

OIG Analysis of FEMA’s Response: FEMA'’s actions are responsive to the
intent of the recommendation. This recommendation will remain resolved and
open with a target completion date of November 30, 2020.

FEMA Comments to Recommendation #5: FEMA concurred with the
recommendation. The FEMA Region VI Administrator will review available
documentation to confirm the 84 portable units were the legal responsibility of
New Orleans Public School System/RSD at the time of the declared disaster. If
any portable units are determined not to have been the legal responsibility of
the Orleans Parish School Board or Recovery School District, FEMA will de-
obligate corresponding funding. ECD: May 31, 2021.

OIG Analysis of FEMA’s Response: FEMA'’s actions are responsive to the
intent of the recommendation. This recommendation will remain resolved and
open with a target completion date of May 31, 2021.

FEMA Comments to Recommendation #6: FEMA concurred with the
recommendation. The FEMA Region VI Administrator follows established
Federal and state laws and regulations when validating an applicant’s
ownership and legal responsibility for work items. FEMA will institute a
regional briefing to educate FEMA staff on ownership and legal responsibility
validation. ECD: May 31, 2021.

OIG Analysis of FEMA’s Response: FEMA'’s actions are responsive to the
intent of the recommendation. This recommendation will remain resolved and
open with a target completion date of May 31, 2021.

FEMA Comments to Recommendation #7: FEMA concurred with the
recommendation. The FEMA Region VI Administrator will provide information
on agency policy changes instituted since Hurricane Katrina in 2005. The
updated policy will address the timeframe for an applicant to report damage to
FEMA. ECD: November 30, 2020.

OIG Analysis of FEMA’s Response: FEMA'’s actions are responsive to the
intent of the recommendation. This recommendation will remain resolved and
open with a target completion date of November 30, 2020.

FEMA Comments to Recommendation #8: FEMA did not concur with the
recommendation. In summary, FEMA stated the FEMA Region VI
Administrator affirms its eligibility determinations, which established the 35
facilities as replacement-eligible following a comprehensive assessment of each
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structure. Further, FEMA stated it is important to note that these 35 projects
are included in the 143 brick and mortar replacement facilities discussed in
the response to recommendation 1.

OIG Analysis of FEMA’s Response: We disagree with FEMA’s comments and
actions taken as they do not address our concerns regarding the frequency,
duration, and outcome of the damage assessments. Therefore, this
recommendation is unresolved and open.

We agree the 35 projects are included in the 143 brick and mortar replacement
facilities discussed in the response to recommendation 1. However, this point
does not address our finding regarding repair versus replacement decisions.
Furthermore, the letter issued by the City of New Orleans Chief Electrical
Inspector on October 25, 2005, does not justify the repeated assessments by
FEMA. At the time of the initial damage assessments, FEMA was aware that
electrical equipment required replacement and should have included it in the
initial repair/replacement decisions. Nevertheless, FEMA continued to
reassess some buildings up to 5 years later. FEMA states that industry-trained
inspectors conducted the field assessments, identified the damaged elements,
and developed and refined the scope of work for each facility. Additionally,
FEMA said it took every precaution to ensure it was only addressing eligible
Katrina-related damage as time passed. However, these continued
reassessments were vulnerable to loss of evidence due to deterioration and/or
demolition of buildings left exposed to the elements. The passage of time FEMA
allowed between assessments and from initial to final assessment as shown in
Table 4 indicate FEMA did not take every precaution to ensure it only
addressed eligible Katrina-related damages.

When FEMA provides a response that addresses our concerns regarding the
frequency, duration, and outcome of the damage assessments along with an
estimated completion date and evidence of actions taken, we will reconsider the
recommendation for resolution and closure.
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MEMORANDUM FOR: The Honorable Peter T. Gaynor
Administrator
Federal Emergency Management Agency

FROM: i]osepli V. C(}Zuffaril, Ph.D. JOSEPH VSt sioned by
nspector Genera Date: 2020.08.07
CUFFARI 1sa:zeo:35 -04'00"

SUBJECT: Pre-Disaster Debris Removal Contracts in Florida

For your information is our final report, Pre-Disaster Debris Removal Contracts
in Florida. We are providing this report to make FEMA aware of our
observations and other issues brought to our attention by several Florida
counties, cities, and municipalities concerning pre-disaster debris removal
contracts. This report contains no recommendations and, as such, we consider
this review closed.

Consistent with our responsibility under the Inspector General Act, we will
provide copies of our report to congressional committees with oversight and
appropriation responsibility over the Department of Homeland Security. We
will post the report on our website for public dissemination.

Please call me with any questions, or your staff may contact Sondra McCauley,
Assistant Inspector General for Audits, at (202) 981-6000.

cc:  Deputy Associate Administrator, Office of Response and Recovery, FEMA
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Pre-Disaster Debris Removal Contracts in Florida

August 11, 2020

Why We Did
This Review

The Department of
Homeland Security Office
of Inspector General
initiated a review of the
response to Hurricane
Irma. The objective was to
assess the Federal
Emergency Management
Agency’s (FEMA) and the
State of Florida’s response
and recovery activities as a
result of the major disaster
declaration. During our
review, we identified debris
removal contract
performance issues and
concerns. This report
discusses observations
regarding the use of pre-
disaster debris removal
contracts in Florida
following Hurricane Irma.

Recommendations

This report contains no
recommendations.

For Further Information:
Contact our Office of Public Affairs at
(202) 981-6000, or email us at
DHS-0OIG.OfficePublicAffairs@oig.dhs.gov

wwuw.oig.dhs.gov

What We Found

At least 50 Florida municipalities reported one or more
contract performance issues with their pre-disaster
debris removal contracts after Hurricane Irma made
landfall in September 2017. Multiple factors, including
a shortage of subcontractors and poor contracting
practices, contributed to the costly delays. As a result,
some locations in Florida experienced higher debris
removal costs.

FEMA was generally unaware of which municipalities
were experiencing debris removal contract issues in
Florida. When localities reached out for assistance,
FEMA did not have a method to track common issues.
Without proper visibility, FEMA is unable to identify,
assess, respond, and report on risks as they emerge
during disaster recovery operations.

Finally, FEMA did not require proper documentation to
support debris removal costs. This lapse in process
occurred because FEMA provided insufficient training
to FEMA officials responsible for reviewing public
assistance projects. As a result, FEMA reimbursed
$14.1 million ($11.8 million in Federal cost share) for
debris removal costs for five projects that were not
adequately documented, and approved $20,989 in
potentially ineligible costs. FEMA later provided
supporting cost documentation, but as of July 2020,
FEMA had not included the documentation in its
systems of record. DHS OIG also has an ongoing audit
of debris removal procurements in Monroe County, and
will report on the extent to which FEMA ensured the
procurements met Federal procurement requirements
and FEMA guidelines, following Hurricane Irma.

FEMA Response

This report contains no recommendations, so we
consider the report closed. Although not required,
FEMA provided written comments, which we have
included in Appendix B.
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Background

When a disaster or emergency generates large amounts of debris, eligible
recipients and subrecipients may request Public Assistance (PA) grant funding
from the Federal Emergency Management Agency (FEMA) to offset expenses
incurred for debris removal operations.! According to FEMA’s Public Assistance
Program and Policy Guide, FEMA is authorized to provide funding for debris
removal activities eligible for reimbursement, including if the removal is in the
public interest, based on whether the work:

e eliminates immediate threats to lives, public health, and safety;

e climinates immediate threats of significant damage to improved public
or private property;

e ensures economic recovery of the affected community to the benefit of
the community at large; or

e mitigates risk to life and property by removing substantially damaged
structures and associated structures.

Debris removal costs can be significant, averaging about one-third of total
damage costs per hurricane.? Debris includes, but is not limited to, vegetative
debris, construction and demolition debris, sand, mud, silt, gravel, rocks,
boulders, and vehicle and vessel wreckage.

Hurricane Irma’s Impact on Florida

On September 10, 2017, the President approved a Major Disaster Declaration
(DR-4337-FL) when Hurricane Irma struck the State of Florida. FEMA
approved the State of Florida for reimbursement of debris removal costs
(Category A) for all 67 counties after Hurricane Irma.3 As of May 2019, 661
municipalities reported $1.39 billion in estimated debris removal costs related
to Hurricane Irma.

1 Recipients can be states, territories, or tribal entities, while subrecipients are applicants,
such as municipalities, that receive sub-awards from pass-through entities (recipients) to carry
out part of a Federal program.

2 Based on our analysis of FEMA PA Summary (S.5) Reports for DR 1539 FL, DR 1545 FL, DR
1551 FL, DR 1609 FL, DR 1792 LA, DR 4019 NC, and DR 4086 NJ.

3 To facilitate the processing of PA funding, FEMA separates Emergency Work (immediate
threat) into two categories: (A) Debris removal and (B) Emergency protective measures.
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Figure 1 illustrates our observations of roadside debris 3 months after
Hurricane Irma made landfall.

Figure 1: Roadside Debris
Source: DHS Office of Inspector General (OIG)

Federal Reimbursement of Debris Removal Costs

FEMA'’s Public Assistance Program and Policy Guide provides guidance to state
and local entities for all PA programs, including debris removal. According to
PA guidance, FEMA will reimburse state and local entities 75 percent of eligible
debris removal costs from Federal funding. The remaining 25 percent is the
non-Federal cost share, which is the responsibility of the state or local entity.
In October 2017, the President authorized a 90 percent Federal cost share for
debris removal for one period of 30 consecutive days, established by the State
of Florida, after Hurricane Irma. After that initial period, state and local
entities were reimbursed at FEMA’s standard 75 percent Federal
reimbursement rate.4

FEMA requires state and local entities seeking reimbursement to maintain
source documentation supporting project costs such as records of debris
removal, disposal operations, and eligible associated costs. This
documentation serves as the basis for the project FEMA uses to review
eligibility, assess reasonableness of costs, and ultimately authorize grant
reimbursements to state and local entities.

40n August 23, 2019, the President amended the Hurricane Irma disaster declarations of
September 10, 2017, and October 2, 2017, to authorize a 90 percent Federal cost share for all
categories of PA, including debris removal, except assistance previously approved at 100
percent.
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Federal and FEMA Procurement Guidance

According to FEMA'’s PA guidance, state, territorial, tribal, and local
governments are encouraged to establish written procedures and guidance for
managing debris in an expeditious, efficient, and environmentally sound
manner. FEMA refers to these procedures as a debris management plan.
Additionally, Federal law authorizes FEMA to provide an incentive to encourage
local governments to submit a debris management plan with one or more
prequalified debris removal contractors.> A pre-qualified contractor is one that
the municipality has evaluated and determined to be qualified to perform the
work based on capabilities, such as technical and management skills, prior
experience, past performance, and availability. Local governments generally do
not have the resources to manage the amount of debris generated from a
catastrophic disaster on their own and often rely on contractors to perform
much of the debris removal activities. Pre-qualified contractors are not
guaranteed contracts; the local government must still conduct full and open
competition and must allow additional contractors to qualify during the
solicitation period for post-disaster contracts.

In addition, some local governments may opt to negotiate one or more pre-
disaster contracts before a disaster strikes. Based on the local government’s
procurement process, the best-qualified bid would be selected as the primary
pre-disaster contract. FEMA defines a pre-disaster contract as a contract that
the local government procures prior to the incident period, in anticipation of a
disaster, with a scope of work that covers goods or services to support recovery
efforts. In contrast, a post-disaster contract is a contract procured by the local
government after the incident occurs. The local government must comply with
Federal procurement standards for both pre-disaster and post-disaster
contracts used to recover from a disaster.

5 Establishing pre-qualified debris removal contractors is a requirement for entities electing to
participate in the Public Assistance Alternative Procedures (PAAP) pilot. 42 United States Code
(U.S.C.) §5189f(e)(2)(E); see also 42 U.S.C. §5189f(a) and (b) (providing FEMA with the
authority to establish public assistance alternative procedures). For more information on the
PAAP pilot, see FEMA’s Public Assistance Alternative Procedures Pilot Program Guide for Debris
Removal (Version 5) (June 28, 2017).
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FEMA'’s Procurement Disaster Assistance Team

The Procurement Disaster Assistance Team’s (PDAT) mission is to ensure that
FEMA personnel and nonprofit, local, tribal, state, regional, and national
emergency management personnel are familiar with the Federal procurement
standards applicable to FEMA’s PA disaster grants to facilitate compliance with
these standards. FEMA created PDAT in response to our February 2014 report
recommendations.® Specifically, we found instances when FEMA personnel
provided incomplete and, at times, inaccurate information to PA applicants
regarding Federal procurement standards. We recommended FEMA provide
training to Joint Field Office (JFO) PA and Office of Chief Counsel staff on
Federal procurement standards.

The PDAT consists of nine attorneys who deploy directly to the field during the
disaster recovery phase to provide real-time training, guidance, and reference
materials to municipalities affected by a disaster.” The PDAT may also provide
training to deployed PA staff to help identify and remedy procurement issues
that may arise when a municipality solicits and awards contracts. The PDAT
does not approve debris removal rates for local governments, nor did it provide
sample contracts after Hurricane Irma, as FEMA generally does not review or
approve pre-disaster contracts.

Results of Review

At least 50 Florida municipalities reported one or more contract performance
issues with their pre-disaster debris removal contracts after Hurricane Irma
made landfall in September 2017. Multiple factors, including a shortage of
subcontractors and poor contracting practices, contributed to the costly delays.
As a result, some locations in Florida experienced higher debris removal costs.

FEMA was generally unaware of which municipalities were experiencing debris
removal contract issues in Florida. When localities reached out for assistance,
FEMA did not have a method to track common issues. Without proper
visibility, FEMA is unable to identify, assess, respond to, and report on risks as
they emerge during disaster recovery operations.

Finally, FEMA did not require proper documentation to support debris removal
costs. This lapse in process occurred because FEMA provided insufficient

6 FEMA'’s Dissemination of Procurement Advice Early in Disaster Response Periods, OlG-14-46-
D, February 28, 2014

7 The phases of emergency management include (1) mitigation, (2) preparedness, (3) response,
and (4) recovery. The disaster recovery phase includes actions taken to return to a normal or
improved operating condition following a disaster.
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training to FEMA officials responsible for reviewing PA projects. As a result,
FEMA reimbursed $14.1 million ($11.8 million in Federal cost share) for debris
removal costs for five projects that were not adequately documented, and
approved $20,989 in potentially ineligible costs. FEMA later provided
supporting cost documentation, but as of July 2020, FEMA had not included
the documentation in its systems of record.

Debris Removal Contract Performance Issues

At least 50 Florida municipalities reported one or more contract performance
issues with their pre-disaster debris removal contracts after Hurricane Irma
made landfall. Multiple factors, including a shortage of subcontractors and
poor contracting practices, contributed to the costly delays. As a result, some
locations in Florida experienced higher debris removal costs.

Types of Contract Issues Reported by Municipalities

Federal law authorizes FEMA to provide an incentive to encourage local
governments to submit a debris management plan with one or more pre-
qualified debris removal contractors. Local governments may also opt to
negotiate one or more pre-disaster contracts.

In Florida, some local governments went beyond Federal guidelines and
negotiated one or more pre-disaster debris removal contracts. However, these
contracts did not perform as intended after Hurricane Irma. At least 50 Florida
municipalities reported one or more performance issues with their pre-disaster
debris removal contracts established prior to the hurricane. Issues included
primary pre-disaster contracts not being honored in 22 of 50 municipalities,
and additional pre-disaster contracts not being honored in 10 of these 22
municipalities. According to local officials, 43 of 50 municipalities also
experienced performance deficiencies, such as time delays and contractors with
a lack of, or limited, equipment and equipment operators. Additionally, for 19
of 50 municipalities, the pre-disaster contractor requested modifications to the
pre-disaster negotiated rate.

Figure 2 illustrates the types of contract issues reported by municipalities.

Appendix C, table 1, provides additional details by municipality about the
performance issues.
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Figure 2. Debris Removal Contract Issues Reported

Total
Performance Deficiencies |

Primary Pre-Disaster Contract not Honored

Pre-Disaster Contractor Requested Modification

0 10 20 30 40 50

No Pre-Disaster Contracts Honored

Source: DHS OIG analysis of information provided by Florida municipalities.
*The total number of issues listed is more than the number of municipalities because some
municipalities expressed multiple issues.

These 50 municipalities established pre-disaster debris removal contracts in
efforts to secure lower rates and have debris removal contractors readily
available immediately after a disaster. However, in some instances,
municipalities competing new contracts at higher post-disaster market rates
drove up the cost for subcontractors. As a result, contractors reported they
could not retain the subcontractors based on pre-disaster negotiated rates.

Some municipalities provided detailed accounts of their struggles to obtain and
retain debris removal contractors immediately following Hurricane Irma.

e Municipality #34 reported it had two pre-disaster contracts for debris
collection. Its primary pre-disaster contractor informed Municipality #34
in September 2017 it was unable to perform because it lacked resources,
such as equipment or equipment operators, immediately after the
disaster; Municipality #34 later canceled the contract. The other pre-
disaster contractor provided services in September 2017, but also lacked
sufficient equipment and operators. Consequently, the municipality
executed post-disaster contracts to supplement its debris removal
operation.

e Municipality #48 reported it executed five pre-disaster contracts, but
none of the contractors could obtain the equipment or equipment
operators necessary to fulfill the contract terms. In September 2017, two
contractors indicated that their subcontractors were leaving in favor of
higher paying post-disaster contracts after achieving minor progress in
removing debris. As a result, the municipality modified the contracts to
increase prices and retain the two subcontractors.

e Municipality #4 executed six pre-disaster debris removal contracts;
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however, its primary contractor was unresponsive to calls and the
secondary contractor left 5 days after Hurricane Irma occurred. The
contractor claimed the municipality did not have enough debris and that
it preferred to deploy its resources elsewhere. The other four pre-disaster
debris removal contractors could not find equipment and equipment
operators to execute removal operations, and were ultimately unable to
provide any services to the municipality. In October 2017, the
municipality entered into a post-disaster contract to perform its debris
removal.

Municipalities that reported performance issues with their pre-disaster debris
removal contracts negotiated new contracts, modified existing pre-disaster
contracts at higher rates, used local government workers to remove debris, or
waited weeks for pre-disaster contractors to respond.

Figure 3 illustrates the actions taken by local governments to address debris
removal contractor shortages. Appendix C, table 2, provides additional details
of the actions taken by local governments to address this problem.

Figure 3. Actions Taken by Local Governments to
Address Debris Removal Contractor Shortages

0 5 10 15 20 25 30
Used Local Government Workers

Procured Post-Disaster Contract(s)

Used Non-Primary Pre-Disaster Contract in addition
to or in lieu of Primary Pre-Disaster Contract

Increased Pre-Disaster Rates

Used Contractor that Honored Pre-Disaster Rates

Source: DHS OIG analysis of information provided by local municipalities in Florida.
*Note: The total number of actions taken is more than 50, because some municipalities took
one or more actions.

Some municipalities provided detailed accounts of actions taken to address
debris removal contractor shortages following Hurricane Irma.

e Of the 50 municipalities that experienced contract-related performance
issues, 23 municipalities told us they used local government workers for
debris removal. In some instances, municipalities used local government
workers because the pre-disaster contractors did not show up or
provided insufficient resources. For instance, Municipality #11 told us
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that a week after the storm, its pre-disaster contractor communicated
that it would be unable to provide trucks for at least 2 more weeks. The
municipality decided to remove all storm-generated debris with its own
forces.

e Eighteen municipalities negotiated new contracts, six at higher rates.
For example, in October 2017, Municipality #13 issued three new debris
removal contracts to replace its pre-disaster contractor, resulting in a
cost increase of approximately $13.44 per cubic yard to remove debris.

e Twelve municipalities used a pre-disaster contractor other than the
primary when the primary pre-disaster contractor could not fully perform
the necessary debris removal activities. For 9 of the 12 municipalities,
using pre-disaster contractors other than the primary contractors
increased debris removal costs. For example, Municipality #19 never
received a response from its primary pre-disaster contractor, but its
secondary pre-disaster contractor was able to assist with debris removal
services at a rate of $1.85 more per cubic yard.

e Five municipalities modified their pre-disaster contracts, resulting in
increased rates of as much as $8.00 more per cubic yard than the pre-
disaster rates.

e For 24 municipalities, the pre-disaster contractors ultimately honored
their pre-disaster contracts at the previously negotiated rates. Many of
these contractors provided some services immediately after the disaster,
but fully performed only after completing work in other municipalities
that paid higher post-disaster rates.

Multiple Factors Contributed to Pre-Disaster Debris Removal Contract
Issues

We found that a shortage of subcontractors and poorly defined or missing
contract provisions may have contributed to the debris removal contract issues

in Florida.

National Shortage of Subcontractors

Within a 3-week period in 2017, Hurricanes Harvey and Irma made landfall in
Texas, Florida, and Georgia, causing widespread flooding and powerful winds.
Soon after, Hurricane Maria affected Puerto Rico and the U.S. Virgin Islands.
According to FEMA Office of Chief Counsel (OCC) officials, contractors in
Florida said that these major storms occurring within weeks of each other
caused a nationwide shortage of debris removal subcontractors and equipment,
preventing them from honoring the pre-disaster contracts. One contractor also
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told OCC that it contacted or attempted to contact each of the subcontractors
in its collective network, and sought referrals for outside subcontractors.
However, the contractor claimed that the unprecedented volume and
geographically disbursed demand for debris removal services exceeded the
capacity of available subcontractor equipment or equipment operators. In
addition, the contractor asserted that subcontractors had fled to jurisdictions
that were paying higher rates, exacerbating the shortage of available
assistance. Based on our discussions with FEMA officials at the JFO in
Orlando and the Area Field Office in Miami, FEMA could not confirm or deny
the contractor’s statements because FEMA was not tracking subrecipient
debris removal issues. Additionally, as we reported in our related September
2018 Management Alert, FEMA officials did not perform field monitoring of
debris removal operations, which may have provided better visibility of these
issues.®

Missing Contract Provisions and Poorly Defined Contract Terms

Missing provisions and poorly defined contract terms may have contributed to
delays and contract disputes in Florida. Applicable Federal regulations require
federally funded non-Federal entity contracts to include specific provisions to
allow a municipality to opt out of a contract for cause or convenience.?

We reviewed 34 pre- and 9 post-disaster contracts (43 total) to determine
whether any of them described consequences of breach of contract,1? and
addressed contract termination for cause or convenience.!! Appendix C, table
3, provides additional details on these 43 contracts. Of the 43 contracts we
reviewed, 12 were missing provisions to terminate for cause or convenience.
Without such provisions, a municipality has limited options when a contractor
does not perform as expected.

We also reviewed the contracts to determine whether they stipulated milestones
or timeframes for debris removal. Although not federally required, such
milestones could help more clearly define terms for contract performance. In
fact, prior FEMA guidance for debris management states that each contract
should have a well-defined scope of work, specified costs, a basis of payment,

8 Management Alert — Observations of FEMA’s Debris Monitoring Efforts for Hurricane Irma, OIG-
18-85, September 2018

9 2 Code of Federal Regulations (CFR) Pt. 200, App. II(B)

10 2 CFR Pt. 200, App. II(A)

11 2 CFR Pt. 200, App. II(B)
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and a performance schedule.12:13 We determined that 28 of the 43 contracts
did not establish timeframes for completing debris removal. Additionally, 32 of
the 43 contracts did not include specific performance milestones for debris
collection, such as committing the contractor to collect a minimum amount of
debris in a set number of calendar days.!* Figure 4 contains an excerpt
regarding performance terms.

Figure 4: Excerpt from Municipality #22 Contract

linalinr ekall ) | ™ ac il e . tahlhichod ke the hn
Contractor shall perform all services under the guidelines esteblished by the City’s Debns

Management Plan. n a professional and workn anlike manner, within a reasonable timefram
- ]

Ve '1 il Fihe eorv SOIT |--|I " roampian -l:‘:'| _!‘*‘. }-‘I-I Al 1".' nec
¢N E SCODC Of hE SCIVICCS requircd, and i ¢ .n.il,,F.\L Wil did n”a]k.; IC 1AWS, OTOINHNCE

-

rules, regulations and permits. Only the highest quality of workmanship wll be acceptable

Source: Contract between Municipality #22 and a debris removal contractor

In this contract, the term “reasonable timeframe” was not defined, leaving the
contract terms open to interpretation. Furthermore, according to State
officials, some contractors agreed to honor existing pre-disaster contracts after
performing work for higher paying municipalities first. We asked State officials
for a list of debris removal contractors that did not honor their pre-disaster
contracts, but did not receive a reply by the end of our fieldwork in August
2019. Ultimately, affected municipalities waited with limited recourse for their
pre-disaster contractors to fulfill their contract obligations.

12 Debris Management Brochure, FEMA-329 (June 29, 20006)

13 Qur report, Management Alert Observations of FEMA’s Debris Monitoring Efforts for Hurricane
Irma (OIG-18-85, September 2018), describes other instances where FEMA’s Public Assistance
Program and Policy Guide does not provide adequate guidance for disaster management after
FEMA consolidated older, more detailed guides.

14 As of October 2018, only 6 of these 43 debris removal contracts had undergone FEMA
review.
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Debris Removal Delays Increased Costs

Some municipalities experienced increased debris removal costs. Of the 50
municipalities within our scope, 13 experienced price increases when
contractors did not honor their pre-disaster contracts and the municipalities
instead used other contractors. Rate increases ranged from $0.05 to $16.94
per cubic yard of debris removed, or a .3 percent to 109.6 percent increase in
cost. Appendix C, table 4, provides additional details on the per cubic yard
rates charged. For example, Municipality #49 resorted to using its secondary
pre-disaster contractor when its primary pre-disaster contractor did not
perform duties as outlined in the contract. As a result, Municipality #49
experienced a cost increase of $1.25 per cubic yard, or an additional $563,586,
to have debris removed.

FEMA Did Not Track the Extent of Debris Removal Issues in
Florida

According to the Post-Katrina Emergency Management Reform Act of 2006,
FEMA is responsible for providing state, territorial, tribal, and local
governments with the Federal leadership necessary to prepare for, protect
against, respond to, recover from, or mitigate against disasters.1> This
responsibility includes supervising grant programs. Additionally, Office of
Management and Budget Circular A-123 reminds Federal leaders and
managers that they are responsible for implementing management practices
that identify, assess, respond to, and report on risks. However, as we reported
in September 2018, when FEMA issued its latest PA guide, it eliminated
Federal and state monitoring responsibilities for debris removal operations
originally established in FEMA’s 2010 Public Assistance Debris Monitoring
Guide.16

FEMA officials were generally unaware of which municipalities were
experiencing debris removal issues during the Hurricane Irma response and
recovery phase. For example, according to the Hurricane Irma Federal
Coordinating Official, FEMA had not identified debris removal contractor
performance as an issue as of October 26, 2017, almost 7 weeks after the
Federal disaster declaration and start of debris removal activities. This official
agreed that tracking common issues across a disaster could be beneficial for
making informed decisions.

156 U.S.C. § 314(a)
16 Management Alert Observations of FEMA’s Debris Monitoring Efforts for Hurricane Irma, OIG-
18-85, September 2018

wwuw.oig.dhs.gov 12 0OIG-20-44


http:www.oig.dhs.gov
http:Guide.16
http:disasters.15
mike_
Highlight

mike_
Highlight

mike_
Highlight


pART}
S

N A

-

&

¥

ovt L

i

/ OFFICE OF INSPECTOR GENERAL

D3 Department of Homeland Security

o5

While FEMA was responsive by providing guidance and information to
municipalities when requested, it did not have a formal method to track and
address common debris issues. For example, FEMA’s PDAT received requests
from 13 municipalities on debris contract-related topics, including 7
municipalities that requested FEMA perform a review of debris-related
contracts and 6 municipalities that submitted various procurement related
questions.!” In response, PDAT provided these municipalities with information,
such as the proper use of modified pre-disaster and emergency contracts. For
instance, PDAT officials provided us with a memo containing techniques for
making a price modification to an existing contract; a frequently-asked-
questions document regarding sole sourcing in exigency or emergency
circumstances; and techniques for making fair and reasonable price
determinations.1® However, FEMA officials did not proactively disseminate this
PDAT guidance to all local governments in Florida. FEMA’s decision to limit
the dissemination of this guidance, its inability to track debris issues, and its
decision to eliminate field monitoring adversely affected FEMA'’s ability to assist
subrecipients with debris removal issues.

The PDAT also provided Federal procurement information to entities that
attended its training sessions. We determined that 22 of the 50 municipalities
with debris removal contract issues attended a PDAT training session between
October and November 2017. However, FEMA JFO did not have any
documentation of issues or concerns raised by these entities. FEMA officials in
Florida were unaware of the extent to which the debris removal contract issues
affected local governments and disseminated procurement guidance on a
limited basis. In these circumstances, without proper visibility of municipality
issues or concerns, FEMA was generally unable to effectively manage and
identify, assess, respond to, and report on risks as they emerged during
disaster recovery operations.

FEMA Obligated Funds without Supporting Documentation

According to Federal procurement regulations and FEMA’s PA guide, all
procurement transactions must be conducted in a manner providing full and
open competition.!® Additionally, procurement regulations require that FEMA
review supporting documentation to determine the eligible amount for which
each large project can be reimbursed before approving eligible costs.20 To

17 Of the municipalities included in this review, municipalities #31 and #45 requested PDAT
assistance.

18 The FEMA Federal Coordinating Officer for Hurricane Harvey (DR-4332-TX) signed the memo
Debris Removal Contracts and Price Amendments FEMA-4332-DR-TX on September 15, 2017.
Appendix D contains a copy of the memo.

19 2 CFR § 200.319(a)

20 44 CFR § 206.205(b)(2)
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ensure these requirements are met, FEMA’s PA guide requires documentation
substantiating that the work is eligible, and provides a list of information the
municipality should submit to support costs claimed.

According to FEMA officials at the JFO, the program delivery manager is
responsible for ensuring the municipality has uploaded all required
documentation to FEMA’s grants management system before routing a project
to the Consolidated Resource Center (CRC). The CRC staff is responsible for
reviewing the project to determine whether there is sufficient documentation to
support work eligibility and that contracts were procured in accordance with
Federal requirements in order to recommend reimbursement. The CRC then
routes projects for final review and obligation by the JFO.

However, FEMA officials at the CRC and the JFO did not always follow these
procedures for requiring proper documentation when reviewing debris removal
projects for reimbursement. As of October 2018, 4 of the 50 municipalities in
our review submitted 8 debris removal projects for reimbursement, totaling
$18,743,659 ($15,645,306 Federal cost share). For 5 of the 8 projects, neither
the FEMA Grants Manager nor the Emergency Management Mission Integrated
Environment (EMMIE) systems contained documentation to support claimed
costs.2! Specifically, FEMA’s systems of record did not contain one or more of
the following items for each of the five projects:

e invitations to bid;

e requests for proposal,

e bid tabulations and rankings;

e documented justifications for not using first ranked contractors;

e change orders;

e source documentation; or

e documented justifications for use of emergency or exigency
contracts.

Nonetheless, FEMA officials approved costs and obligated $14,095,875
($11,802,254 Federal cost share) for the five projects that may not have been
procured properly and may have included ineligible costs. Appendix E, table 5,
provides additional details on these costs.

21 EMMIE is the official system of record for grant administration and funding. The Grants
Manager is a tool that complements EMMIE by automating and enhancing grant processing.
Grants Manager is used by FEMA employees to assign and track action throughout PA project
development, and to collect all PA project-related information and documents. The CRC
Document Integrity Unit ensures all information and documentation in EMMIE matches the
information and documentation in Grants Manager.
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Additionally, of the eight projects reviewed, we identified one instance when the
CRC recommended for approval debris removal costs that were not supported
by the executed contract. Specifically, Municipality #26 should have submitted
a request for $488,201 based on the applicable contract terms. However, it
submitted a request for reimbursement of $509,190. In this case, FEMA
officials did not compare the claimed rate to the contract rate for accuracy and
therefore approved $20,989 in potentially ineligible costs. When asked about
project review requirements, FEMA officials stated that, for large projects, they
do not perform 100 percent validation and only review sampled costs. FEMA
officials also were unable to show us their methodology for sample selection.
During preparation of our report, we reached out to JFO officials and obtained
missing documentation supporting the request for reimbursement. However,
as of July 2020, FEMA had not yet included the documentation in EMMIE.

According to a FEMA JFO official, failure by the CRC and JFO staff to follow
FEMA procedures occurred because FEMA did not provide sufficient training to
its employees to identify missing documentation to support claimed costs or to
ensure the claims were reviewed at all.

Because FEMA did not require documentation to support costs, it may have
approved ineligible costs. In total, FEMA reimbursed $14.1 million ($11.8
million in Federal cost share) for debris removal costs for five projects that were
not adequately documented. Additionally, FEMA officials approved $20,989 in
potentially ineligible costs. DHS OIG has an ongoing audit of debris removal
procurements in Monroe County, Florida and will report on the results of the
review. 22 The objective of the review is to determine the extent to which FEMA
ensured procurements for Monroe County debris removal operations met
Federal procurement requirements and FEMA guidelines, following Hurricane
Irma.

Management Comments and OIG Analysis

Because this report contains no recommendations, we consider it closed.
Although not required, FEMA submitted a management response to the draft
report, raising concerns regarding two of our observations. We have addressed
those concerns below and included FEMA’s written response in Appendix B.

FEMA Comment: The statement that “FEMA had not identified debris removal
contractor performance as an issue as of October 26, 2017,” is incorrect.

22 Procurement of Debris Removal Services for Monroe County, FL, Following Hurricane Irma (18-
127-AUD-FEMA)
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OIG Analysis: We disagree with FEMA’s assertion. According to Hurricane
Irma JFO officials we interviewed from October 17-26, 2017, some applicants
were experiencing debris removal issues. However, FEMA officials were unable
to provide a comprehensive list of these applicants or their concerns. After
numerous requests, FEMA’s PDAT provided email correspondence regarding 13
municipalities that had reached out to FEMA PDAT with questions or concerns,
as discussed in this report. During the course of the audit and at the exit
conference, we asked FEMA to provide additional documentation to support its
statements that it had monitored debris removal contractor performance issues
related to Hurricane Irma. However, FEMA did not provide any additional
evidence to support its statements. FEMA'’s lack of oversight and situational
awareness prevented it from using the challenges experienced by local
municipalities to inform its policy development, procurement, and cost review
processes, as well as its coordination efforts with the State of Florida.
Therefore, we stand by our statement.

FEMA Comment: In accordance with Federal regulations, PA grant program
applicants are responsible for providing oversight of debris removal activities
for which costs are claimed. Applicants must monitor these activities —
including all contracted debris operations — to ensure work performed
complies with applicable Federal requirements and claimed work and costs
meet PA grant program eligibility criteria.

OIG Analysis: We disagree. Although the PA grant program requires
applicants to monitor debris activity, FEMA is responsible for the overall
performance of the PA program and the greater share of the costs. As FEMA
stated in its response, FEMA staff are supposed to review and validate the
documentation that applicants submit to FEMA to support their requests for
funding. However, as we determined during this review, FEMA obligated $14.1
million in costs ($11.8 million in Federal cost share) for debris removal costs
for five projects that were not adequately supported by documentation.
FEMA'’s failure to track known procurement and debris removal issues,
coupled with its failure to review and validate supporting documentation for
debris costs, increases the risk that FEMA is reimbursing millions of dollars of
ineligible costs.
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June 19, 2020

MEMORANDUM FOR: The Honorable Pete T. Gaynor

Administrator
Federal Emergency Management Agency
/g At
FROM: oseplY V. Cuffafi/Ph.D.

Inspector Genér

SUBJECT: Inadequate Management and Oversight Jeopardized
$187.3 Million in FEMA Grant Funds Expended by
Joplin Schools, Missouri

Attached for your information is our final report, Inadequate Management and
Oversight Jeopardized $187.3 Million in FEMA Grant Funds Expended by Joplin
Schools, Missouri. We incorporated the formal comments provided by the
Regional Administrator, Region VII.

The report contains nine recommendations aimed at improving the disaster
grant management of Joplin Schools, Missouri. The Regional Administrator,
Region VII, concurred with all nine recommendations. Based on information
provided in the response to the draft report, we consider recommendations 1 to
4 and 8 closed, recommendations 5 to 7 resolved and open and
recommendation 9 unresolved and open. For recommendations 5 to 7, a
formal closeout letter should be submitted once the recommendations have
been fully implemented or by your target completion date of June 1, 2020. The
memorandum should be accompanied by evidence of completion of agreed-
upon corrective actions and of the disposition of any monetary amounts.

As prescribed by the Department of Homeland Security Directive 077-01,
Follow-up and Resolutions for the Office of Inspector General Report
Recommendations, within 90 days of the date of this memorandum, please
provide our office with a written response that includes your (1) target
completion date, and (2) corrective action plan for recommendation 9. Also
please include responsible parties and any other supporting documentation
necessary to inform us about the current status of the recommendation. Until
the Regional Administrator, Region VII, response is received and evaluated,
recommendation 9 will be considered open and unresolved. The response or
closure request should be sent to OIGAuditsFollowup@oig.dhs.gov.

Consistent with our responsibility under the Inspector General Act, we will
provide copies of our report to congressional committees with oversight and
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appropriation responsibility over the Department of Homeland Security. We
will post the report on our website for public dissemination.

Please call me with any questions, or your staff may contact Sondra McCauley,
Assistant Inspector General, Office of Audits, at (202) 981-6000.

Attachment
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Inadequate Management and Oversight

Expended by Joplin Schools, Missouri

June 19, 2020

Why We Did
This Audit

As of December 2017,
Missouri had granted Joplin
Schools $152.7 million in
FEMA Public Assistance
Program grant funds for
damages caused by a

May 22, 2011 tornado.
Joplin Schools claimed
$218.5 million in disaster-
related costs, which is
$65.8 million more than the
FEMA award. Our audit
objective was to determine
whether Joplin Schools
accounted for and expended
FEMA disaster grant funds
according to Federal
regulations and FEMA
guidelines.

What We
Recommend

We recommended FEMA
improve its management
and oversight of the grant
process and not allow
$187.3 million in ineligible
costs claimed by Joplin
School District.

For Further Information:
Contact our Office of Public Affairs at

(202) 981-6000, or email us at
DHS-OIG. OfficePublicAffairs@oig.dhs.gov

wwuw.oig.dhs.gov

What We Found

Joplin Schools did not account for and expend $187.3 million of
$218.5 million of the requested Federal share of grant funds
according to Federal regulations and Federal Emergency
Management Agency (FEMA) guidelines when it awarded 146
contracts for non-exigent work. Specifically, Joplin Schools:

e did not comply with Federal procurement regulations for
contract provisions and affirmative steps in awarding
construction contracts;

e did not comply with Federal procurement regulations in
awarding its grant management contract; and

e claimed ineligible direct administrative costs related to its grant
management contract.

This occurred because Joplin School officials were either unaware of
or did not understand procurement regulations. Joplin School
officials also disregarded Missouri’s authority and relied heavily on
the advice of their grant management contractor.

Improper management and oversight of the grant award further put
the Federal funds at risk of fraud, waste, and abuse. Specifically,
Joplin Schools did not comply with administrative requirements of
its subgrant agreement. Missouri did not enforce program and
administrative requirements or impose restrictions on Joplin
Schools for noncompliance. Additionally, FEMA’s oversight was
limited and passive, and it did not hold Missouri accountable for
effectively managing Joplin Schools’ subgrant activities. As a result
of these collective deficiencies, we questioned Joplin Schools’ costs
of $187.3 million, which include ineligible direct administrative
costs.

FEMA Response

FEMA concurred with all nine recommendations and completed
actions to close recommendations 1 to 4 and 8. Recommendations
S to 7 are resolved and open, with target completion dates of June
1, 2020. Recommendation 9 is considered unresolved and open.
We have included a copy of FEMA’s comments in their entirety in
appendix B.
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Background

On May 22, 2011, a slow moving, three-quarter-mile-wide EF-5 tornado
struck Joplin, Missouri, with winds in excess of 200 miles per hour.!
Joplin Schools served 7,793 students in a 69.9 square mile area in
Jasper County, Missouri, at the time of the disaster. The school district
operated multiple facilities, including 13 elementary schools,

three middle schools, and a high school. The tornado devastated the city
and claimed 161 lives, including students and a school faculty member.
As shown in figure 1, the tornado destroyed multiple buildings, including
Joplin High School, which had to be totally reconstructed. The tornado
also extensively damaged several other school and district facilities.

Figure 1: Destroyed and Rebuilt Joplin High School

Source: Joplin Schools (Joplin, Missouri)

Four days after the disaster, to allow immediate efforts to rebuild, the
Missouri Governor waived the requirement for state and local agencies to
adhere to normal state procurement regulations. Joplin School officials
said they used the Governor’s waiver and the school board’s policy for
waiving competition requirements to procure goods and services in

1 The Enhanced Fujita (EF) Scale is a measurement rating system for the intensity of
tornadoes by type and severity of impact, ranging from EF-0 (weak) to EF-5 (violent).
An EF-5 tornado has estimated wind speeds at over 200 miles per hour.
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emergencies. As a result, Joplin Schools hired a grant management
contractor about 10 days after the tornado to assist with the disaster
recovery process. In the summer of 2011, Joplin School officials said
they secured temporary school facilities and transportation for

3,200 displaced students. When the school reopened in August 2011,
the Federal Emergency Management Agency (FEMA) had not provided
funding for the estimated damages and Joplin Schools was still
negotiating its property insurance settlement.

The community’s need to reopen schools was an exigent circumstance.?
Accordingly, Joplin Schools’ exigency period lasted from May 22, 2011,
until August 17, 2011, the date Joplin Schools reopened schools. After
the school year began, Joplin Schools’ Chief Financial Officer (CFO) said
normal competitive procurement procedures for disaster-related
contracts had resumed. Figure 2 provides a timeline of events from

May 2011 to August 2011 detailing the school district’s actions to reopen
the schools. For the next 3 years, Joplin School officials said they held
the majority of classes and administrative services in temporary facilities
and continued to replace and repair damaged facilities using contracted
services.

Figure 2: Exigent Period to Reopen Joplin Schools

Summer School
Session
(June and July
2011)

Missouri Governor
Waives Competitive
Procurement

May 26, 2011

Disaster Event
(EF5 Tornado)
May 22, 2011

[

I
2011

June | July August i >
June 1, 2011
Joplin awards August 17, 2011
Grant Management School Year Begins
Contract

Source: Office of Inspector General (OIG) analysis of Joplin Schools’ contract files

2 According to FEMA guidance, exigent circumstances represent those actions required
to protect lives and property at the immediate outset of an emergency event or the
existence of a threat to public health, public safety, or other unique circumstances that
warrant immediate action.
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We audited a FEMA Public Assistance (PA) Program grant of

$152.7 million that the Missouri State Emergency Management Agency
(Missouri), a FEMA grantee, awarded to Joplin Schools for damages
sustained from the EF-5 tornado. Although granted $152.7 million,
Joplin Schools claimed a gross amount of $218.5 million in reported
disaster-related costs to replace and repair buildings and equipment.3 Of
the $218.5 million that Joplin Schools claimed in costs, $187.3 million
represented non-exigent contract work. As shown in table 1, Joplin
Schools’ final insurance proceeds reduced the gross eligible award
amount of $152.7 million to a net eligible award of $55.7 million.*
Seventy-five percent of the net eligible award of $55.7 million was
federally funded. By September 2014, Joplin Schools started classes in
its improved and modernized school buildings. As of June 2016, Joplin
Schools had submitted final claims to Missouri for all project costs.

Table 1: Claimed Disaster Expenses, Insurance Reduction, and Gross
and Net Award Amounts, Joplin Schools, Missouri

Joplin Schools’

Claimed Disaster Gross FEMA’s
Expenses Eligible Insurance Net Eligible
(All Projects) Award Reduction Award

$218,458,382 $152,680,718 | $96,982,746 | $55,697,972
Source: OIG analysis of FEMA project worksheets

Key personnel, such as the CFO of Joplin Schools, with direct knowledge
of the disaster work left the school district before our audit work was
completed. In March 2018, Joplin School officials notified us about a
district-wide reorganization of management personnel and staff turnover.
The reorganization and turnover mean that many of the current Joplin
School officials were not involved in the actions and decisions described
in this report.

3 The $218.5 million Joplin claimed was $65.8 million more than the gross eligible
FEMA-awarded amount of $152.7 million. Joplin later appealed FEMA’s denials to
increase its funding by $67.2 million, which was greater than its actual cost overruns of
$65.8 million calculated at the time of our audit.

4 Our audit scope covered the review of disaster transactions during the period of May
22,2011, through December 26, 2017, the cutoff date of the audit. After the cutoff
date, as part of Joplin Schools’ appeals process, FEMA continued to review Joplin
Schools’ insurance proceeds and cost overruns. Therefore, the current award amounts
and insurance reduction may differ from the amounts shown in table 1.
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Results of Audit

Joplin Schools did not account for and expend $187.3 million of

$218.5 million of the requested Federal share of grant funds according to
Federal regulations and FEMA guidelines when it awarded 146 contracts
for non-exigent work. Specifically, Joplin Schools:

e did not comply with Federal procurement regulations for
contract provisions and affirmative steps in awarding
construction contracts;

e did not comply with Federal procurement regulations in
awarding its grant management contract; and

e claimed ineligible direct administrative costs (DAC) related to its
grant management contract.

This occurred because Joplin School officials were either unaware of or
did not understand procurement regulations. Joplin School officials also
disregarded Missouri’s authority and relied heavily on the advice of their
grant management contractor.

Improper management and oversight of the grant award further put the
Federal funds at risk of fraud, waste, and abuse. Specifically, Joplin
Schools did not comply with administrative requirements of its subgrant
agreement. Missouri did not enforce program and administrative
requirements or impose restrictions on Joplin Schools for
noncompliance. Additionally, FEMA’s oversight was limited and passive,
and it did not hold Missouri accountable for effectively managing Joplin
Schools. As a result of these collective deficiencies, we questioned Joplin
Schools’ costs of $187.3 million, which include ineligible DAC.

Joplin Schools Did Not Properly Account For and Expend
FEMA Grant Funds

Joplin Schools did not always follow Federal procurement regulations
when it awarded $187.3 million in contracts for non-exigent disaster-
related repairs and replacement. For its construction contracts, Joplin
Schools did not include all required Federal contract provisions or take
affirmative steps to ensure disadvantaged firms had opportunities to
compete for the contracts. In awarding its grant management contract,
Joplin Schools did not comply with all Federal procurement regulations.
Specifically, in awarding the grant management contract, Joplin Schools
did not comply with the requirement for full and open competition.
Joplin Schools also did not include Federal contract provisions, ensure
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disadvantaged firms had opportunities to compete, monitor contract
award terms and conditions, and complete a cost or price analysis.

This noncompliance occurred because Joplin School officials were either
unaware of or did not understand Federal procurement regulations and
because they relied heavily on incorrect guidance from the grant
management contractor. Joplin School officials also did not follow
FEMA'’s guidance on DAC. In particular, for the grant management
contract, Joplin Schools claimed $609,676 in DAC that was ineligible
because it included costs for indirect activities, costs above contract
rates, and costs based on unreasonable rates.

Joplin Schools Did Not Include Required Contract Provisions or
Take Affirmative Steps in Awarding Construction Contracts

The Code of Federal Regulations (44 CFR 13.36) requires subgrantees,
such as Joplin Schools, to adhere to the regulations shown in figure 3
when awarding disaster contracts.>

Figure 3: Federal Procurement Regulations Related
to Disaster Contracts

Contract Provisions in this section must be be contained in all contracts.
(44 CFR 13.36(i))

Affirmative steps will be taken to assure small and minority firms,
women’s business enterprises, and labor surplus area firms are used
when possible. (44 CFR 13.36(g))

Full and open competition will be conducted in all procurement
transactions but allows noncompetitive procurement under certain
circumstances. (44 CFR 13.36(c)(1) and (d)(4)({i){B))

Contract administration system will be maintained to ensure
contractors comply to the contracts. (44 CFR 13.36(b](2))

Cost or price analysis must be performed in every procurement action.
(44 CFR 13.36(f)(1))

Source: Federal Regulations at 44 CFR 13.36

5 Because of the disaster date, we did not use the 2014 disaster criteria and terminology
found in 2 CFR 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards. We primarily applied 44 CFR, effective October 2010,
as the governing criteria to evaluate Joplin Schools’ public assistance damages
considered in this audit, as applicable.
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However, our review of judgmentally selected construction contracts
showed that Joplin Schools did not include all required Federal contract
provisions (the first regulation in figure 3, 44 CFR 13.36(i)) in any of its
construction contracts. Instead, Joplin Schools’ bid documents included
the broad contract provision shown in figure 4 that contractors had to
abide by all Federal requirements. This contract provision was not
adequate because it did not reference the specific provisions cited by

44 CFR 13.36(i) and did not adequately document the rights and
responsibilities of the parties involved. Using a contract provision such
as shown in figure 4 increases the risk of misinterpretations and
disputes.

Figure 4: Joplin Schools’ Universal Construction-related Contract
Provision

‘ Each Contractor agrees to abide by all federal requirements, including Equal Employment Opportunity
(Article 15.1), the Clean Air Act, the Federal Water Pollution Control Actand such other federal, state
or local laws applicable to this project and to furnish any certification required by any federal, state or

local government agency in connection with same.

Source: Joplin Schools’ standard disaster-related bid documents

The noncompliance occurred, in part, because Joplin Schools did not
fully understand what was required under Federal procurement
regulations. According to the construction manager, the broad provision
was standard language used in all of Joplin Schools’ contracts.

Further, when awarding its construction-related contracts, Joplin
Schools did not take affirmative steps to solicit disadvantaged firms, as
required by 44 CFR 13.36(e). This occurred because Joplin Schools’
officials said they were unaware of the requirement and did not recall
receiving guidance from Missouri. Missouri officials acknowledged that
they did not provide guidance to Joplin Schools, but claimed it was not
needed because Joplin Schools did not have to take affirmative steps
required by 44 CFR 13.36(e) until FEMA implemented 2 CFR 200.
However, we disagree with Missouri’s assertion that Joplin Schools was
not required to comply because 44 CFR 13.36(e) was in effect at the time
of the disaster. FEMA concurs with our position. Further, 2 CFR 200,
when implemented in December 2014, did not introduce new
procurement regulations, but instead consolidated and clarified various
Office of Management and Budget circulars and Federal regulations.

Although Joplin Schools did not have steps in place to solicit
disadvantaged firms, it inadvertently awarded contracts valued at
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$33.5 million (15.6 percent of $214.2 million in contracts) to
disadvantaged firms. However, without deliberate action to solicit
disadvantaged firms, FEMA has no assurance that small businesses,
minority-owned firms, and women’s business enterprises received
sufficient opportunities to bid on federally funded work. During the
audit, we verified that Joplin School officials updated Joplin Schools’
procurement policies to include affirmative steps to solicit small and
minority businesses and women’s business enterprises when using
Federal funds for future work.

Joplin Schools Did Not Comply with Required Federal Procurement
Regulations when Awarding Its Grant Management Contract

In awarding its grant management contract immediately after the
disaster, Joplin Schools did not comply with the five Federal
procurement regulations shown in figure 3. During the exigent period,
when Joplin Schools awarded the grant management contract, the
Governor had waived requirements to follow normal state procurement
standards. However, as detailed in the following paragraphs, Joplin
Schools still needed to comply with Federal procurement regulations to
receive Federal reimbursement.

Although Federal regulations [44 CFR 13.36(d)(4)(i)(B)] allow
noncompetitive procurement in exigent situations, the grant
management contract that Joplin Schools awarded was mostly for
administrative support (e.g., compiling documents and attending
meetings) and should have been subject to competition. Also, according
to FEMA guidance, exigent circumstances represent those actions
required to protect lives and property at the immediate outset of an
emergency event or the existence of a threat to public health, public
safety, or other unique circumstances that warrant immediate action. As
such administrative support is not exigent; therefore, the work under the
grant management contract was ineligible for reimbursement under
exigent circumstances. Federal procurement regulations allow grantees
and subgrantees to follow their own procurement standards as long as
those standards conform to the Federal law and standards identified in
44 CFR 13.36. However, even Joplin Schools’ own procurement
standards required competition through sealed bids for all contracts
above $15,000.

Instead of ensuring full and open competition, as required, Joplin
Schools continued to use the same improperly procured grant
management contractor for almost 7 years after the disaster. Joplin
Schools did so because it relied heavily on the contractor’s guidance for
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re-awarding the grant management contract. The grant management
contractor notified Joplin School officials in October 2011 that Joplin
Schools was nearing the end of the time period that FEMA would find it
reasonable for the school district to operate without a competitive
procurement. Our interviews and document review further disclosed
that the contractor misinformed Joplin Schools about ways to comply
with full and open competition requirements after the exigent period
ended. As shown in figure 5, the grant management contractor gave
Joplin Schools three options that, according to the contractor, Joplin
Schools could use to comply with Federal regulations for full and open
competition while re-awarding the contract to itself. (See appendix D for
the contractor’s email outlining contracting options to Joplin Schools.)

Figure 5: Grant Management Contractor’s Competition
Recommendations

= The fastest and easiest mechanism to contract for our services

*Use the services of the Helping Governments Across the Country Buy (HGACBuy)

*Advertise through the General Services Administration (GSA)*

amd  This is the most time consuming option

*Use the traditional Request for Proposal process

Source: OIG analysis of email from grant management contractor to Joplin Schools

* GSA is the Federal government’s centralized purchasing agent. The GSA purchasing
program offers products, services, and facilities to Federal agencies at discount pricing
through Federal Supply Schedule contracts.

As shown in figure 5, according to the grant management contractor, the
“fastest and easiest” mechanism to ensure re-award of the contract to
itself was to use the shared services options provided through Helping
Governments Across the Country Buy (HGACBuy).® However, in
following the contractor’s guidance, Joplin Schools misused HGACBuy’s
shared services in two ways. First, Joplin School officials did not ensure
they complied with Federal requirements, including full and open
competition, when procuring the contract through HGACBuy.” Second,
Joplin Schools did not consider the other 10 pre-qualified contractors

6 HGACBuy is a department of the Houston-Galveston Area Council, a local
government-contracting cooperative aimed at making the government procurement
process more efficient by providing competitively priced contracts for goods and services
to help its members achieve their purchasing goals. HGACBuy provides goods and
services to local governments.

744 CFR 13.36(b)(5)
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that were offering the same grant management service, when using
HGACBuy. We made a similar determination in a prior audit, in which
we concluded that using the shared services of the organization of which
HGACBuy was a part, the Houston-Galveston Area Council, did not
relieve grantees or subgrantees of the responsibility to fulfill
requirements for full and open competition.® In Joplin Schools’ case, the
contractor gave Joplin School officials inappropriate and biased
information to steer them toward using a mechanism (HGACBuy) that
the contractor claimed would meet Federal procurement requirements.
This led to Joplin Schools re-awarding the contract to the same
contractor.

For its grant management contract, Joplin Schools also did not comply
with the other four Federal procurement regulations shown in figure 3.
Joplin Schools did not include all federally required contract provisions.
Joplin Schools also did not take sufficient steps to ensure disadvantaged
firms had the opportunity to bid on the contract. Therefore, these types
of disadvantaged business enterprises did not have an opportunity to bid
on federally funded work. Joplin Schools also did not properly monitor
the terms and conditions of the grant management contract award
according to 44 CFR 13.36(b)(2). For example, Joplin School officials
said they reviewed only a sample of the grant management contractor’s
invoices before authorizing payments, whereas it used a three-checkpoint
review process for invoices from construction-related contractors. Joplin
School officials said they used different procedures to monitor the grant
management contractor because the contractor was onsite; therefore, we
determined they did not take certain actions, such as validating time
worked against work logs or invoiced amounts. Instead, they considered
a sample review sufficient.

Although Federal regulations allow the use of shared services, Joplin
Schools did not comply with the Federal procurement requirement to
perform an independent cost or price analysis before it used HGACBuy to
award the grant management contract. A cost or price analysis is
required for all disaster procurements to determine whether vendor
pricing for projects is fair and reasonable. Joplin School officials
explained that, when re-awarding the contract, they considered the
contractor’s experience, qualifications, and services, along with Joplin
Schools’ immediate and future needs through project closeout. Officials
also said they were concerned about the time and cost involved in
changing vendors and possible disruptions to the recovery progress.
Because Joplin Schools did not complete a cost or price analysis, it did

8 FEMA Should Disallow $1.5 Million in Grant Funds Awarded to Hays County, Texas,
OIG-17-77-D, issued June 22, 2017.
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not ensure the Federal government would pay fair and reasonable prices
for the grant management service.

Joplin Schools Claimed Ineligible Direct Administrative Costs
Related to the Grant Management Contract

According to Federal regulations and FEMA policy on DAC for disaster
recovery projects:

e indirect costs may not be charged directly to a project or
reimbursed separately (44 CFR 207.6(b));

e subgrantees are allowed to claim costs for eligible DAC activities,
such as travel expenses, damage assessments, and development of
scopes of work, that are specific to each project (FEMA Disaster
Assistance Policy 9525.9, Section 324 Management Costs and
Direct Administrative Costs, March 12, 2008); and

e costs must be necessary and reasonable to be allowable under
Federal awards (2 CFR 225, Appendix A, Section C.1.a).

For the grant management contract, Joplin Schools claimed $609,676 in
DAC that was ineligible because it included costs for indirect activities,
costs associated with rates for contractor work that were higher than the
rates in the contract, and costs based on unreasonable rates. Table 2
shows Joplin Schools’ DAC claims that were ineligible for the
aforementioned reasons.

Table 2: Ineligible DAC Claimed by Joplin Schools Related to the
Grant Management Contract

Ineligible Costs
Total Costs for Costs Based
Contractor Costs for | Rates Above on
DAC Indirect Contract Unreasonable Total
Projects* Claimed Activities Rates Rates Questioned
Large
Projects (23) $1,279,191 $295,160 $182,354 $113,333 $590,847
Small
Projects (5) 27,292 5,566 11,377 1,886 18,829
Totals $1,306,483 $300,726 $193,731 $115,219 $609,676

Source: OIG analysis of FEMA project worksheets
*See appendix C for itemized list by project of ineligible DAC.

First, Joplin Schools claimed costs for indirect activities that were not
related or billable to a specific project and thus could not be claimed as
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DAC, such as attending applicant briefings and FEMA kick-off meetings.°
In addition, Joplin Schools claimed DAC for activities related to multiple
projects, which also made the costs ineligible. For instance, Joplin
Schools claimed DAC for discussions that took place on the Joplin
Schools high school grounds (Project 1336), but the discussions were
actually about temporary fencing for multiple school properties.
Therefore, the costs claimed were indirect costs. Joplin School officials
said they held meetings to discuss multiple projects for efficiency, but
they understood such administrative activities were eligible as DAC only
if they were specific to a single project.

Second, Joplin Schools claimed costs the grant management contractor
billed at rates exceeding contracted rates. For example, the grant
management contractor billed $168 per hour for a Public Assistance
Coordinator whose contracted rate was $134 per hour ($34 more per
hour). Joplin School officials said they reviewed the contracted DAC
rates on a sample basis, which they believed was sufficient. However,
such sampling did not enable Joplin Schools to detect excessive billed
rates.

Third, Joplin Schools claimed unreasonable DAC based on contract rates
that exceeded FEMA'’s capped rate. In June 2011, FEMA issued a memo
to Missouri establishing a capped DAC rate of $155 per hour, unless an
applicant provided a cost analysis and justification for a higher hourly
rate.10 In April 2013, during a second-level appeal process for another
subgrantee, FEMA Headquarters upheld this capped rate.l! Per Joplin
Schools’ CFO, Joplin Schools received FEMA’s June 2011 memo early in
the recovery process and used it to establish reasonable contract rates.
However, the rates Joplin Schools claimed for a project manager under
the grant management contract exceeded FEMA’s capped DAC rate of
$155 per hour. Joplin School officials asserted that the project
manager’s rate of $226 per hour was justified because of the complexity
of the disaster, the extent of damages, and the project manager’s
knowledge and experience. Despite their assertion, Joplin School
officials did not provide the required documentation to justify the rate,

9 FEMA'’s Public Assistance Program Indirect and Direct Administrative Activity List, an
attachment to FEMA’s Disaster Assistance Policy 9525.9 memo, September 8, 2009,
provides a list of administrative activities that may be charged as indirect or direct
administrative costs.

10 The June 23, 2011 memo to Missouri that capped the DAC hourly rate at $155 also
included a list of documentation required for FEMA to consider rates above the limit.
11 On April 22, 2013, FEMA issued an appeal memo that denied additional DAC
reimbursements for Cedar Rapids Community School District (FEMA-1763-DR-IA)
applying $155 per hour as a reasonable rate.
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and they submitted these costs for reimbursement, knowing FEMA
would not approve the higher rate.

The ineligible DAC claims occurred because Joplin School officials did
not properly monitor the terms and conditions of the grant management
contract and did not follow FEMA’s guidance on reasonable DAC rates.
During closeout, Missouri officials identified issues related to ineligible
costs for indirect activities and unreasonable DAC rates. They informed
Joplin School officials that they should not include the costs in their
reimbursement claim to FEMA. However, Joplin School officials insisted
Missouri submit their entire DAC claim unaltered for FEMA’s review.

Noncompliance Contributed to Ineffective Management
and Oversight of the PA Program Grant Award

Joplin Schools, Missouri, and FEMA did not comply with program
policies and administrative requirements of the PA Program to properly
manage, monitor, and oversee the grant award. The lack of compliance
further put Federal funds at risk of fraud, waste, and abuse.
Specifically, Joplin Schools did not comply with many of the program
and administrative requirements of its subgrant agreement, such as
reporting on project performance. As with its noncompliance with
Federal regulations and FEMA guidelines, we attribute these issues, in
part, to Joplin Schools disregarding Missouri’s authority and instead
relying heavily on the advice of its grant management contractor.
Missouri, for its part, conceded its authority as the grant manager by not
enforcing program and administrative plan requirements to ensure
Joplin Schools adhered to Federal requirements and by not seeking
enforcement remedies. Finally, FEMA Region VII took a limited and
passive role in grant oversight and did not hold Missouri accountable for
effectively managing its subgrantee Joplin Schools. Grant management
contractors who provide guidance contrary to Federal regulations and
FEMA policies can potentially jeopardize subgrantee funding and may
limit FEMA'’s ability to reconcile obligations. Without effective oversight,
FEMA cannot hold grantees and subgrantees accountable for complying
with Federal regulations and FEMA policies.

Joplin Schools Did Not Properly Manage Its PA Program Grant Award
Federal regulations hold the subgrantee, Joplin Schools, accountable to
Missouri for properly managing and expending PA Program grant funds.

According to Federal regulations and FEMA policies, Joplin Schools, as a
subgrantee, was required to submit supporting documentation to the
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grantee, Missouri, on the progress of its disaster recovery work.12
Further, as a condition of grant award, Joplin Schools signed a subgrant
agreement to comply with all program and administrative conditions of
the FEMA grant, such as submitting quarterly program progress reports
on the performance of all open and ongoing projects, requesting time
extensions before existing completion dates expired, and submitting
signed project completion certifications (P-4s) and closeout documents.
According to Missouri officials, soon after the disaster, they provided
program guidance to help Joplin Schools meet such requirements. They
also said they attempted to provide guidance throughout the disaster
recovery period. However, Joplin Schools disregarded this guidance.
Instead, as noted earlier in this report, Joplin School officials chose to
rely on their grant management contractor’s conflicting advice.

Our document review showed that Joplin Schools did not fulfill its
subgrantee responsibilities for managing the grant award. For example,
Joplin Schools was supposed to submit to Missouri accurate and timely
quarterly program progress reports on the performance of all large
projects from October 2011 to June 2017. Our review of these
documents showed that Joplin Schools submitted 13 of 24 required
quarterly program progress reports. Joplin Schools submitted the 13
reports, on average, more than 2 months after the due dates, which was
not useful for Missouri, or ultimately FEMA, to gauge project
performance. Joplin School officials said they viewed submitting the
reports as an administrative burden. They also said that the magnitude
of the disaster recovery work made it challenging to submit the program
progress reports on time. Finally, Joplin School officials said they did
not believe that quarterly program progress reports were useful or
important to their disaster recovery work.

In addition, although required by its subgrant agreement with Missouri,
Joplin Schools continued to complete construction projects without
getting Missouri’s prior approval of time extensions. For example, for the
seven rebuilding projects, (Projects 488, 575, 1336, 1438, 1684, 1799,
and 1980) Joplin Schools retroactively requested multiple time
extensions over a 4-year period. In fact, for project 1684, Joplin Schools
submitted one request for a time extension 3 years after the first
extension approval date because Joplin School officials claimed they
experienced many unexpected weather delays and unforeseen events.

12 44 CFR 206.204 and 44 CFR 206.205 for project performance and payment of claims.
The CFR (44 CFR 13.3) defines a subgrantee as a legal entity to which a subgrant is
awarded and is accountable to the grantee for the use of the funds provided. The FEMA
Public Assistance Applicant Handbook and the State Administrative Plan specify the
supporting documentation requirements for subgrantees to submit to grantees.
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Finally, Joplin Schools delayed submitting required signed project
completion certifications (P-4s) and closeout documents, based on the
advice of its grant management contractor. We reviewed correspondence
validating Missouri’s extensive efforts to obtain updated and missing
documents, such as closeout documents. Joplin School officials said the
grant management contractor advised them that project completion
certifications were not required at the time of the closeout project
requests and that Federal regulations require the grantee, not the
subgrantee, to submit project completion certifications “as soon as
possible.” We disagree with these assertions because Missouri could not
realistically submit project completion data to FEMA within 90 days of
project completion, as required, if Joplin Schools refused to submit
necessary supporting documentation for the state’s review.13 The
conflicting guidance delayed project closeout and enabled the contractor
to continue services for 7 years after the disaster. Moreover, by providing
guidance contrary to Federal regulations and FEMA policies, the grant
management contractor had the potential to jeopardize subgrantee
funding and limit FEMA'’s ability to reconcile obligations.

Missouri Did Not Fulfill Its Grantee Responsibilities

Missouri, as the grantee, did not fulfill its responsibilities according to
Federal regulations for proper grant management.14 Federal regulations
and the FEMA-State agreement require grantees to provide technical
assistance to subgrantees and manage and monitor subaward activities.
Federal regulations allow Missouri, as the awarding agency, to take
enforcement remedies to make Joplin Schools comply with program and
administrative requirements.1> In addition, Missouri’s State
Administrative Plan establishes procedures that reflect Federal
regulations and policies. Missouri was responsible for overall
administration of these procedures to implement the PA Program.

Missouri did not effectively manage Joplin Schools, the subgrantee.
Other than reviewing contract costs at project closeout, Missouri officials
said they did not have a process to review subgrantee contracts and
methodologies. Missouri officials asserted it is not possible to review

13 Under FEMA’s Standard Operating Procedure for PA Program Management and Grant
Closeout (SOP 9570.14), grantees such as Missouri are required to submit project
completion data to FEMA within 90 days of project completion. Also 44 CFR
206.205(b).

14 Grantee responsibilities are detailed in 44 CFR 13.37(a)(2), 13.40(a) and
206.202(b)(1); subgrantee definitions are provided in 44 CFR 13.3 and responsibilities
in 44 CFR 13.20(b).

15 See 44 CFR 13.43(a). Per 44 CFR 13.3, with respect to the subgrant, Missouri is the
awarding agency.
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every Federal regulation with each applicant unless an applicant
requests further guidance. Furthermore, they said they faced many
challenges and opposition to offering guidance to Joplin Schools and in
obtaining timely and sufficient information from the subgrantee. For
example, as noted earlier, Joplin Schools followed its grant management
contractor’s advice when re-awarding the grant management contract,
instead of seeking Missouri’s guidance. Joplin Schools also insisted
Missouri send its unaltered DAC claim to FEMA for reimbursement even
though Missouri pointed out Joplin Schools’ ineligible costs.

Ultimately, despite its efforts, Missouri was ineffective in enforcing
program and administrative plan requirements and ensuring Joplin
Schools adhered to Federal requirements. Missouri also did not seek
enforcement remedies as allowed by Federal regulations.1® Such
remedies include temporarily withholding cash payments pending
correction of the deficiency, disallowing all or part of the cost of the
noncompliant activity or action, or taking other legally available steps.
According to officials in Missouri’s Disaster Recovery Division, Missouri
did not seek any remedies because local political pressures prevented
them from enforcing restrictions with noncompliant subgrantees. The
State Administrative Plan also did not address remedies for subgrantee
noncompliance.

Missouri officials said FEMA was the “sole arbitrator of eligibility” and
deferred eligibility decisions to FEMA, recognizing that subgrantees tend
to make the same violations in subsequent disasters expecting FEMA to
allow costs despite violations. In a September 2016 audit report, we
disclosed that FEMA granted exceptions for subgrantee noncompliance
with procurement rules more than 90 percent of the time.!” Regardless,
we disagree with Missouri’s comments about deferring eligibility
determinations to FEMA. FEMA’s PA Program requires close
coordination among subgrantees, grantees, and FEMA. Active
participation at all levels, throughout the life of a grant, is critical to the
success of disaster recovery operations. If a grantee does not properly
manage a grant award, neither the grantee nor FEMA can effectively
gauge project performance and assess fiscal needs for the disaster.

16 44 CFR 13.43(a)

17We reported this issue in our report, FEMA Can Do More to Improve Public Assistance
Grantees’ and Subgrantees’ Compliance with Federal Procurement Rules, OIG-16-126-D,
issued on September 2, 2016.
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FEMA Did Not Properly Monitor and Oversee the PA Program Grant
Award

As the Federal awarding agency, FEMA is ultimately responsible for
monitoring the PA Program grants it awards and overseeing the grantee’s
use and management of Federal awards.!® However, FEMA did not hold
Missouri accountable for ensuring proper management of Joplin Schools’
subgrantee activities. Specifically, FEMA did not ensure that Missouri
enforced its State Administrative Plan requirements, nor did it effectively
use Missouri’s quarterly progress reports to gauge project performance.
Federal regulations require FEMA to obtain and review quarterly reports
but provide FEMA limited guidance on how to implement this
requirement.!? Although FEMA has oversight controls in place, some of
the internal processes we reviewed — such as policies for quarterly
progress reports, insurance allocation, and DAC — are weak and require
improvement.

As part of oversight, FEMA relied heavily on Missouri’s quarterly progress
reports to gauge project and program performance and address
noncompliance issues in a timely manner.20 Yet, our review of the
quarterly reports showed that FEMA received inaccurate reports from
Missouri between 2011 and 2017. In 1 year, Missouri repeatedly
submitted the same outdated progress information to FEMA because,
according to Missouri officials, Joplin Schools would not provide them
with updated project status information. Missouri officials also said they
received limited and ineffective guidance from FEMA on how to compel
Joplin Schools to provide updated project information. However,
according to FEMA officials, it was Missouri’s responsibility to verify that
quarterly progress information is accurate and ensure subgrantees follow
Federal regulations. FEMA officials also said they did not have written
policies or procedures for reviewing quarterly progress reports and did
not take any other action to obtain timely and correct project
performance data. This approach to grant oversight is ineffective and
increases the risk for noncompliance by grantees and subgrantees.
Therefore, FEMA did not properly oversee and manage Missouri’s and
Joplin Schools’ activities.

18 31 United States Code (U.S.C.) § 7504(a)(1)
1944 CFR 206.204(f)
20 44 CFR 13.40(c) through (e)
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Furthermore, FEMA did not track, properly adjust, and timely allocate
$107 million of insurance proceeds to Joplin Schools’ eligible disaster
projects. FEMA over-allocated insurance proceeds on some projects and
underestimated it on others. FEMA officials said they reviewed
insurance on a project-by-project basis and do not apply actual
insurance proceeds until project closeout, when total project costs are
known. Joplin Schools finalized its insurance settlement and provided
documents to FEMA and Missouri in July 2014. Project closeout started
nearly a year later in May 2015. During our audit fieldwork, Joplin
Schools appealed FEMA'’s decision on insurance allocation because of the
over-application of insurance proceeds. At the time, FEMA did not have
standard processes and policies in place to ensure insurance benefits
were allocated correctly and timely. FEMA Headquarters gave us
information explaining a new insurance review process, which
streamlines insurance review from initial project development through
approval. However, the new insurance process does not address issues
with untimely and inaccurate application of insurance proceeds by
regional office staff during the life of the project.

In addition, FEMA did not estimate and obligate Joplin Schools’ DAC for
almost 4 years after the disaster, even though it was aware Joplin
Schools planned to claim DAC early in the recovery period. FEMA
officials said they did not have clear guidance on what to do when
subgrantees do not provide a DAC estimate at project formulation.
Based on this audit and our prior work, we believe FEMA Headquarters
not providing regional offices with clear guidance for estimating and
obligating eligible DAC is a systemic issue.?2] FEMA'’s decision to delay
obligation of DAC until project closeout made it difficult to determine the
precise status of Federal appropriations for the disaster for
approximately 4 years.

The aforementioned issues related to allocating insurance proceeds and
obligating DAC are outside the scope of this audit. We did not compare
FEMA Region VII's insurance or DAC obligation processes with other
FEMA regions’ processes. Therefore, we did not question the costs or
make recommendations about these issues in this report.

21 We previously reported about this issue in a prior report, FEMA Should Disallow
$246,294 of $3.0 Million in Public Assistance Grant Funds Awarded to Lincoln County,
Missouri, OIG-17-118-D, issued September 29, 2017.
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Improper Grant Management and Oversight Resulted in
Questioned Costs

Improper grant management and oversight by all three entities is
exemplified by Joplin Schools not following Federal procurement
regulations and claiming ineligible DAC and by Missouri and FEMA not
fulfilling their responsibilities. FEMA cannot be assured that all
potential contractors had the opportunity to bid on contracts, including
small businesses, minority-owned firms, and women’s business
enterprises. In addition, we are greatly concerned that the grant
management contractor misled Joplin Schools by essentially steering the
contract award to itself and circumventing the intent of full and open
competition. As a result of these issues, FEMA has no assurance that
Joplin Schools’ contract costs are reasonable. Therefore, we question
$187.3 million for ineligible contracts ($214.2 million total minus

$26.8 million in exigent work)22 awarded after exigent circumstances
ended, as shown in table 3. Of the $187.3 million questioned,

$115.4 million was obligated. Therefore, $115.4 million is ineligible and
$72 million constitutes funds that could have been put to better use.
(Table 4 in appendix C summarizes Claimed Contract Expenses,
Questioned Costs, and Cost Avoidance.)

In addition, if FEMA allows or funds any part of the $1.3 million in
ineligible contract costs that we questioned because of procurement
violations related to the grant management contract, then we will
question $609,676 for DAC (detailed previously in table 2). Of that
amount, we will question $587,494 as ineligible funding because it was
obligated and $22,182 as potential cost avoidance, or funds that could
have been put to better use. (Table S in appendix C shows Ineligible
Contractor DAC Claimed.)

22 For this audit, we did not question costs for disaster work under the exigent period.
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Table 3: Joplin Schools’ Disaster Contracts for Construction and Grant

Management
Violations of
Contract and Number of Amount Procurement
Scope of Work Contracts | Contract Claimed Questioned Regulations 1-5*:
1|2 [3 |4 |5
Construction Contracts
Exigent Work
Lea.s¢s' and Temporary x| x
Facilities 28 $ 23,843,747 $ -
Debris Removal 4 287,304 -1 X X
Emergency Repair x| x
Work 5 2,708,276 -
Subtotal 37 $ 26,839,327 $ -
Non-Exigent Work
Architect & x| x
Engineering Work 12 $ 12,073,391 $ 12,073,391
Construction Work 133 173,965,603 173,965,603 | X | X
Subtotal 145 $ 186,038,994 $ 186,038,994
Non-Construction (Grant Management) Contract
Grant Management 1 $ 1,306,483 1,306,483 | X | X | X | X | X
Subtotal 1 $ 1,306,483 $ 1,306,483
Grand Total 183 $ 214,184,804 | $ 187,345,477

Source: OIG analysis of Joplin Schools’ procurement records

*See Federal procurement regulations in figure 3.

Recommendations

Recommendation 1: We recommend the Regional Administrator,
Federal Emergency Management Agency Region VII, disallow
$115,387,423 ($86,540,567 Federal share) as ineligible contract costs,
unless FEMA grants an exemption for all or part of these costs according
to 44 CFR 13.6(c) and determines the costs are eligible and reasonable.
(See, in appendix C, Table 4, Claimed Contract Expenses, Questioned
Costs, and Cost Avoidance.)

Recommendation 2: We recommend the Regional Administrator,
Federal Emergency Management Agency Region VII, deny and not fund
$71,958,054 ($53,968,541 Federal share) as ineligible contract costs,
unless FEMA grants an exemption for all or part of these costs according
to 44 CFR 13.6(c) and determines the costs are eligible and reasonable.
(See, appendix C, Table 4, Claimed Contract Expenses, Questioned
Costs, and Cost Avoidance.)

Recommendation 3: We recommend the Regional Administrator,
Federal Emergency Management Agency Region VII, disallow $587,494
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($440,621 Federal share) as ineligible Direct Administrative Costs
claimed by Joplin Schools, unless FEMA determines that some or all of
the costs we question in recommendation 1 are eligible and reasonable.
In that case, FEMA should disallow $587,494 of the $1,306,483 as
ineligible Direct Administrative Costs. (See, in appendix C, Table 5,
Ineligible Contractor DAC Claimed.)

Recommendation 4: We recommend the Regional Administrator,
Federal Emergency Management Agency Region VII, deny and not fund
$22,182 ($16,637 Federal share) as ineligible Direct Administrative Costs
claimed by Joplin Schools, unless FEMA determines that some or all of
the costs we question in recommendation 2 are eligible and reasonable.
If FEMA allows or funds any part of the $1,306,483 in Direct
Administrative Costs related to our improper procurement findings, then
FEMA should not fund $22,182 as ineligible Direct Administrative Costs.
(See, in appendix C, Table 5, Ineligible Contractor DAC Claimed.)

Recommendation 5: We recommend the Regional Administrator,
Federal Emergency Management Agency Region VII, instruct Missouri to
implement policies and procedures to review subgrantee’s disaster-
related contracts before contract reimbursement and increase its
monitoring efforts over noncompliant subgrantees to ensure compliance
with Federal regulations and FEMA policies.

Recommendation 6: We recommend the Regional Administrator,
Federal Emergency Management Agency Region VII, instruct Missouri to
enforce and uphold the requirements of its State Administrative Plan and
its subgrant agreement to ensure subgrantees adhere to program and
administrative requirements.

Recommendation 7: We recommend the Regional Administrator,
Federal Emergency Management Agency Region VII, instruct Missouri to
establish and develop parameters and penalties in the State
Administrative Plan and strengthen the subgrant agreement to address
consequences for subgrantee noncompliance, according to 44 CFR
13.43(a).

Recommendation 8: We recommend the Regional Administrator,
Federal Emergency Management Agency Region VII, increase and
strengthen the oversight of Federal grants by proactively engaging with
grantees to resolve issues, and providing clear communication of
grantee’s rights, role, and authority to hold subgrantees accountable for
adherence to Federal regulations and improve management and
guidance given to subgrantees.
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Recommendation 9: We recommend the Regional Administrator,
Federal Emergency Management Agency Region VII, strengthen and
improve program controls, policies, and procedures to help ensure it
receives sufficient information through quarterly progress reports.

Management Comments and OIG Analysis

FEMA provided its written response to the report on February 28, 2020.
FEMA concurred with all nine recommendations. We received technical
comments on the draft report and revised the report as appropriate.
Appendix B contains FEMA’s management comments in their entirety.
We consider recommendations 1 to 4 and 8 closed, recommendations 5
to 7 resolved and open, and recommendation 9 unresolved and open.
The following is a summary of FEMA’s responses and our analysis.

FEMA Response to Recommendations 1 to 4: FEMA concurred with
the recommendations and completed closeout of all projects by March
2019. FEMA identified approximately $56 million as the total eligible
award amount, taking into consideration insurance reduction, final
programmatic cost eligibility and reasonableness determinations, and all
related decisions.

OIG Analysis of FEMA’s Response: For recommendations 1 to 4, FEMA
determined approximately $56 million, the net obligated amount, was
eligible for reimbursement. We reviewed the actions described in FEMA’s
response and project closeout documents and consider them sufficient to
resolve and close the recommendations.

FEMA Comments to Recommendation #5: FEMA concurred with the
recommendation. FEMA agreed to instruct Missouri to review its award
oversight policies and procedures, including appropriate documentation
prior to authorizing reimbursement, and increase its monitoring of
noncompliant subgrantees. The estimated completion date is

June 1, 2020.

OIG Analysis of FEMA’s Response: Based on FEMA’s response, we
require evidence of its instructions to Missouri to implement policies and
procedures on reviewing subgrantee’s disaster-related contracts before
reimbursement, and improve its monitoring of noncompliant
subgrantees. This recommendation will remain resolved and open with a
target completion date of June 1, 2020.

FEMA Comments to Recommendation #6: FEMA concurred with the
recommendation. FEMA stated it will instruct Missouri to review its
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State Administrative Plan and subgrant agreement and develop a process
to ensure subgrantees adhere to program and administrative
requirements. The estimated completion date is June 1, 2020.

OIG Analysis of FEMA’s Response: Based on FEMA’s response, we
require evidence of FEMA'’s instructions to Missouri to implement
corrective actions to develop and strengthen requirements of its State
Administrative plan and subgrant agreement. This recommendation will
remain resolved and open, with a target completion date of June 1, 2020.

FEMA Comments to Recommendation #7: FEMA concurred with the
recommendation. FEMA stated it will instruct Missouri to review its
State Administrative Plan requirements and subgrant agreements to
develop parameters and penalties for addressing consequences of
subgrantee noncompliance. The estimated completion date is

June 1, 2020.

OIG Analysis of FEMA’s Response: Based on FEMA’s response, we
require evidence of the corrective actions FEMA described in its
response. This recommendation is resolved and open, pending actions
with a target completion date of June 1, 2020.

FEMA Comments to Recommendation #8: FEMA concurred with the
recommendation. FEMA stated that it has taken significant steps to
strengthen state, local, and tribal grant management capabilities. FEMA
identified various actions taken to engage grantees and subgrantees and
provide oversight.

OIG Analysis of FEMA’s Response: The actions described in FEMA’s
response and supporting information were sufficient to resolve and close
the recommendation. FEMA provided evidence of various training
opportunities provided to recipients and subrecipients in 2019 to
enhance overall grant management capabilities. FEMA also provided
evidence of technical assistance site visits with state and tribal recipients
applicable to Region VII. Lastly, FEMA tentatively plans to conduct
follow-up training on public assistance program topics in calendar year
2020. Therefore, this recommendation is considered closed with no
further action required.

FEMA Comments to Recommendation #9: FEMA concurred with the
recommendation. FEMA identified the updates made to the quarterly
progress reporting policy for the grantees and subgrantees in the current
Public Assistance Program and Policy Guide. FEMA Region VII also
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conducted a review of the past 3 years and concluded that Missouri
consistently submitted quarterly reports.

OIG Analysis of FEMA’s Response: Although we acknowledge the
updates made to the quarterly progress reporting policy in the existing
Public Assistance Program and Policy Guide, we cannot determine how
FEMA improved program controls, policies, and procedures to help
ensure it receives sufficient information through quarterly reports. This
recommendation will remain unresolved and open until FEMA provides
additional information to resolve and close the recommendation, or a
target date for completing its corrective actions.
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DHS OIG HIGHLIGHTS
FEMA Should Recover $5.57 Million in Grant

Boulder, Colorado

February 27, 2020

Why We Did
This Audit

Colorado awarded
Frasier Meadows

$11.16 million from
FEMA’s Public
Assistance Program to
repair damage to a
skilled nursing and
assisted living facility,
resulting from
September 2013 storms
and flooding. We
conducted this audit to
determine whether
Frasier Meadows
expended and accounted
for grant funds
according to Federal
procurement regulations
and FEMA guidelines.

What We
Recommend

We recommend FEMA
disallow $5.57 million as
ineligible contract costs
and ensure Colorado
improves its grant funds
oversight.

For Further Information:
Contact our Office of Public Affairs at

(202) 981-6000, or email us at
DHS-OIG. OfficePublicAffairs@oig.dhs.gov.

www.oig.dhs.gov

What We Found

The Colorado Department of Public Safety, Division of
Homeland Security and Emergency Management
(Colorado) did not effectively oversee its subrecipient,
Frasier Meadows Manor, Inc., to ensure it was aware of
and followed Federal procurement regulations and Federal
Emergency Management Agency (FEMA) guidelines. In
addition, FEMA should have ensured Colorado delivered
assistance consistent with the FEMA-State Agreement and
State Administrative Plan.

Frasier Meadows accounted for disaster-related costs on a
project-by-project basis. However, it did not comply with
Federal procurement regulations and FEMA guidelines
when awarding $10.08 million for 10 contracts.
Specifically, Frasier Meadows did not ensure open and free
competition to promote reasonable costs and fulfillment of
FEMA requirements; ensure small businesses, minority-
owned firms, and women’s business enterprises had
sufficient opportunities to bid on federally funded work; or
perform a cost or price analysis for the 10 contracts. This
noncompliance with procurement regulations led us to
question the eligibility of $5.57 million of the $10.08
million Frasier Meadows expended for work under 10
contracts, excluding work undertaken when life and
property were at risk.

As a result of our audit, Frasier Meadows updated its
procurement policies and procedures. If implemented,
these corrective actions should provide FEMA reasonable
assurance Frasier Meadows will spend any future
disaster-related funds according to Federal procurement
regulations and FEMA guidelines.

FEMA Response

FEMA officials agreed with both recommendations.
Appendix A includes FEMA'’s written response in its
entirety. Prior to final issuance of this report, FEMA took
action to resolve and close both recommendations.
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Washington, DC 20528 / www.oig.dhs.gov

February 27, 2020

MEMORANDUM FOR: Lee dePalo
Regional Administrator, Region VIII
Federal Emergency Management Agency

FROM: Sondra F. McCauIey/é{A imé%
Assistant Inspector’General for Audits

SUBJECT: FEMA Should Recover $5.57 Million in Grant Funds
Awarded to Frasier Meadows Manor, Inc., Boulder,
Colorado

Attached is our final report, FEMA Should Recover $5.57 Million in Grant Funds
Awarded to Frasier Meadows Manor, Inc., Boulder, Colorado. We incorporated
the formal comments provided by your office.

The report contains two recommendations. Your office concurred with both
recommendations. Based on information provided in your responses to the
draft report, we consider both recommendations resolved and closed. No
further action is required.

Consistent with our responsibility under the Inspector General Act, we will
provide copies of our report to congressional committees with oversight and
appropriation responsibility over the Department of Homeland Security. We
will post the final report on our website for public dissemination.

Please call me with any questions, or your staff may contact Katherine Trimble,
Deputy Assistant Inspector General for Audits, at (202) 981-6000.
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Background

The Colorado Department of Public Safety, Division of Homeland Security and
Emergency Management (Colorado), a Federal Emergency Management Agency
(FEMA) recipient, awarded Frasier Meadows Manor, Inc. (Frasier Meadows)
$11.16 million for damage resulting from severe storms, flooding, landslides,
and mudslides that occurred in September 2013. Frasier Meadows, a private
not-for-profit retirement community in Boulder, Colorado, offers residents
independent and assisted living options, as well as skilled nursing care. From
September 11 to 30, 2013, severe rainstorms caused flooding to Frasier
Meadows’ assisted living and healthcare facilities and its underground parking
garage. The President declared a major disaster on September 14, 2013.
Figure 1 shows flood damage to Frasier Meadows’ underground garage.

Figure 1: Flood Damage to Frasier Meadows’ Underground Garage
Source: Frasier Meadows Manor, Inc., Boulder, Colorado

The $11.16 million award provided a 75 percent Federal funding cost share for
debris removal, emergency protective measures, and permanent repairs to the
damaged facilities.! A 75 percent Federal funding rate means FEMA will pay

1 Cost share, also known as “non-Federal share,” or “match,” is the portion of the costs of a
federally-assisted project or program not borne by the Federal Government (2 Code of Federal
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75 percent of the eligible costs while the subrecipient will be responsible for the
remaining 25 percent.

The disaster caused damage to several insurable facilities. Frasier Meadows,
as the grant subrecipient, received insurance proceeds of $1.84 million for
eligible facilities.? As of February 21, 2017, Frasier Meadows, with the
exception of its hazard mitigation project, had completed disaster-related work
for two projects (815 and 853).3 Table 1 provides information on the two
projects and the award amounts.

Table 1: Gross and Net Awards for Frasier Meadows’ Projects 815 and 853

Project Gross Insurance Net Award
Number Award Amount Reductions Amount
815
Pump & Extract Flood Water $ 135,391 | ($ 40,119)| $ 95,272
853
Facility Repairs (capped)* $ 7,443,716
Hazard Mitigation5 3,563,578
Direct Administrative Costs 12,505
Total Project Cost $11,019,799 | ($1,802,735)| $9,217,064
Totals $11,155,190 | ($1,842,854) | $9,312,336

Source: FEMA project worksheets and Office of Inspector General (OIG) analysis

Regulations (C.F.R.) § 215.23 (2013)). The Federal share is the percent paid by Federal funds
(2 C.F.R. § 215.2(q)(2013)). We rely upon the 2013 C.F.R. provisions, unless otherwise
indicated, because they were in effect at the time the disaster was declared. The Government
issued new regulatory guidance on December 26, 2013. See 78 Fed. Reg. 78590 (Final
Guidance) (Dec. 26, 2013), clarifying and streamlining existing regulations, which resulted in
eliminating 2 C.F.R. Part 215. The clarifications, however, do not change the audit outcome or
our related recommendations.

2 To prevent duplication of benefits, FEMA is required to reduce the amount of the grant by any
insurance proceeds the subrecipient anticipates or receives for the insured facility (Robert T.
Stafford Disaster Relief and Emergency Assistance Act (Stafford Act) § 312, 42 United States
Code (U.S.C.) § 5155; and FEMA 322, Public Assistance Guide, June 2007, p. 41).

3 On September 19, 2017, Frasier Meadows submitted a formal request to Colorado asking
FEMA to deobligate its $3.6 million hazard mitigation project.

4 On January 29, 2013, President Obama signed into law the Sandy Recovery Improvement Act

of 2013 (Pub. L. No. 113-2 (2013)), which amends Title IV of the Stafford Act (42 U.S.C. § 5121
et seq.) and, among other things, authorizes alternative procedures for FEMA’s Public
Assistance Program. For permanent repair work, the law allows FEMA to make awards based
on fixed estimates whereby the amount reimbursed is capped at an agreed upon amount.

5 Hazard mitigation is any sustained action taken to reduce or eliminate long-term risk to
people and property from natural hazards and their effects. See Stafford Act § 406(e), 42

U.S.C. § 5172(e)(1)(ii); see also 42 U.S.C. § 5170c, & 44 C.F.R. § 206.226(e).
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Results of Audit

Colorado and FEMA Grant Oversight Efforts Were Not Sufficient to Ensure
Subrecipient Complied with Federal Requirements

Colorado did not effectively carry out its responsibilities to monitor Frasier
Meadows, its subrecipient, to ensure it met Federal procurement guidelines
and FEMA requirements. For its part, FEMA also did not hold Colorado
accountable for effective grant management in accordance with Federal
regulations, FEMA policies, and FEMA and state agreements.

Colorado Did Not Provide Effective Oversight for Its Subrecipient

As grant recipient, Colorado did not effectively monitor Frasier Meadows, its
subrecipient.® Nor did Colorado ensure Frasier Meadows’ purchases complied
with Federal procurement processes and procedures. The Code of Federal
Regulations (C.F.R.) set out the legal requirements related to grant awards,
which, in part, are designed to prevent and detect noncompliance in a grant
management process. In accordance with Title 44 C.F.R. section 206.44(a), the
Governor, acting for Colorado, and the FEMA Regional Administrator executed
a FEMA-State Agreement on September 17, 2013, outlining the
understandings, commitments, and conditions under which FEMA would
provide Federal disaster assistance. In the FEMA-State Agreement, Colorado
agreed to comply with the “requirements of laws and regulations found in the
Stafford Act and 44 CFR” and “all applicable laws and regulations ... that
govern standard grant management practices.””

Colorado also developed a State Administration Plan as required under Title 44
C.F.R. section 206.207 (2013) outlining the actions it would take to fulfill its
duties, and further assured FEMA it would “comply with all applicable Federal
statutes and regulations in effect during the periods for which it received grant
funding.”® Generally, Title 2 C.F.R. section 215.51 (2013) required recipients to
manage and monitor each “project, program, subaward, function or activity

6 Under FEMA-4145-DR-CO, Colorado was eligible to receive about $11.9 million of Federal
funding pursuant to Stafford Act section 324 to support its FEMA grant management activities
for all subrecipients, including Frasier Meadows. Section 324 describes management costs as
indirect costs, administrative expenses, and other expenses a recipient incurs in administering
and managing FEMA Public Assistance grants that are not directly chargeable to a specific
project. The rate for Major Disaster Declarations is 3.34 percent of the Federal share of
assistance granted (44 CFR § 207.5(b)(4)(i))-

7 FEMA-State Agreement, September 17, 2013, pp. 6 and 8, respectively

8 State of Colorado Public Assistance Program Administrative Plan for FEMA-4145-DR-CO
Declared 09/ 14/2013, p. 2
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supported by the award.” For its part, FEMA was to provide oversight of
Colorado’s grant management activities.

For grant management to be effective, recipients must regularly monitor their
subrecipients and conduct site visits to assess compliance with Federal
requirements. However, Colorado did not assess Frasier Meadows’ ability to
meet Federal procurement requirements, nor did it take proactive steps to
ensure Frasier Meadows was aware of and complied with Federal procurement
requirements.

Frasier Meadows submitted its request for FEMA Public Assistance funding on
October 23, 2013, after Colorado had already held its applicants’ briefing
meeting.!® Moreover, Colorado and Frasier Meadows did not discuss repair
work until late January 2014 — after Frasier Meadows had procured contracts
and began repair work. Federal regulations require Colorado to not only
ensure potential applicants are aware of available public assistance but also
provide them with technical advice and assistance.!!

In addition, Colorado agreed to monitor the progress and completion of the
project and ensure all subrecipient purchases complied with “local, State of
Colorado and applicable Federal procurement processes and procedures.”12
However, we found no evidence of Colorado’s monitoring activities or outreach
between October 23, 2013, and January 31, 2014, which should have occurred
before Frasier Meadows awarded contracts for repair work. Consequently,
Frasier Meadows would have been in a better position to comply with Federal
regulations had these discussions occurred before its repair work began.

Frasier Meadows officials said they realized their contracts had been
improperly awarded only after they attended Colorado’s June 19, 2014 Public
Assistance Roadshow (i.e., a technical assistance conference held for eligible
applicants). According to Frasier Meadows’ officials, they were unaware of the
specific Federal procurement requirements, but ongoing communication with
FEMA and Colorado officials during the preliminary damage assessment and
project formation phases led them to believe they had properly awarded their
disaster-related repair contracts. Shortly thereafter, Frasier Meadows officials
contacted Colorado to discuss potential contracting issues and determine what

9 See2 C.F.R. §215.51(a) (2013).

10 The State conducts Applicants' Briefings to inform prospective applicants of available
assistance and eligibility requirements for obtaining Federal assistance under the declared
event. Frasier Meadows officials did not attend this meeting because they mistakenly believed
they were not eligible to receive Federal Public Assistance grant funding.

11 44 C.F.R. § 206.202(b)(1) and (3)

12 State of Colorado Public Assistance Program Administrative Plan for FEMA - 4145 - DR- CO
Declared 09/14/2013, pp. 16 and 17
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remedies might be available. On November 19, 2014, Colorado alerted FEMA
of Frasier Meadows’ procurement noncompliance issues.

In an effort to establish Frasier Meadows’ repair costs were reasonable,
Colorado sought approval of a plan for Frasier Meadows to obtain an
independent estimate of its disaster-related repairs and to provide a narrative
explaining why Frasier Meadows did not comply with Federal procurement
regulations. FEMA rejected Colorado’s plan, explaining a better approach
would be to ask Frasier Meadows if it had historical costs for similar work, or
to ask other applicants for costs associated with similar work and compare
those costs to the work Frasier Meadows accomplished.

In several previous audit reports, the Department of Homeland Security OIG
concluded Colorado did not properly manage or monitor its FEMA grants.13 As
shown in these reports, Colorado did not comply in the past with the terms and
conditions of its FEMA-State Agreements, and FEMA did not effectively ensure
Colorado enforced the terms of either the FEMA-State Agreements or State
Administrative Plans. For example, we reported in 2016 “Colorado should have
done more as FEMA’s grantee to ensure the City [of Evans, Colorado] was
aware of and complied with Federal procurement standards.”'* Consequently,
we determined the City did not follow Federal procurement standards in
awarding 22 contracts totaling $3.6 million.!5

Colorado’s inadequate grant management led to Frasier Meadows’
noncompliance with Federal procurement regulations. When grant recipients
do not manage day-to-day operations, there is increased risk subrecipients will
spend taxpayer money on unreasonable or ineligible costs and activities. In
addition, subrecipients, such as Frasier Meadows, risk losing Federal funding.

FEMA Did Not Hold Colorado Accountable

FEMA, as the awarding agency, should have ensured Colorado delivered
assistance to Frasier Meadows consistent with the FEMA-State Agreement and
the State Administrative Plan. Specifically, the FEMA-State Agreement and

13 Colorado Should Provide the City of Evans More Assistance in Managing FEMA Grant Funds,
OIG-16-78-D, May 3, 2016; Lyons and Colorado Officials Should Continue to Improve
Management of $36 Million FEMA Grant, OIG-16-67-D, April 20, 2016; Longmont and Colorado
Officials Should Continue to Improve Management of $55.1 Million FEMA Grant, O1G-16-21-D,
January 21, 2016; FEMA Should Disallow Over $4 Million Awarded to Mountain View Electric
Association, Colorado, for Improper Procurement Practices, OIG-15-113-D, July 16, 2015; and
The City of Loveland, Colorado, Could Benefit from Additional Assistance in Managing its FEMA
Public Assistance Grant Funding, OlG-15-30-D, January 29, 2015

14 Colorado Should Provide the City of Evans More Assistance in Managing FEMA Grant Funds,
OIG-16-78-D, May 3, 2016, p. 7

15 Colorado Should Provide the City of Evans More Assistance in Managing FEMA Grant Funds,
OIG-16-78-D, May 3, 2016, p. 3

wwuw.oig.dhs.gov 6 OIG-20-17


http:www.oig.dhs.gov
http:million.15
http:grants.13

B OFFICE OF INSPECTOR GENERAL
ok Department of Homeland Security

Colorado’s State Administrative Plan hold Colorado accountable to FEMA to
comply with all applicable laws and regulations governing standard grant
management practices, which include Colorado’s responsibility to monitor
project progress and ensure all subgrantee purchases comply with applicable
“local, State of Colorado and applicable Federal procurement processes and
procedures.” Without adequate management and monitoring of grants and
subgrants, FEMA is at increased risk of inefficient disaster recovery activities
or paying ineligible costs.

Because FEMA addressed our earlier recommendation to instruct Colorado
officials about their responsibilities for monitoring subgrant activities and
administering and managing grants,!® we are not making a similar
recommendation in this report. However, FEMA should direct Colorado to
work with Frasier Meadows officials to ensure its updated Federal procurement
policies and procedures will be implemented in the event of a future disaster.

Frasier Meadows Did Not Comply with Federal Procurement Regulations
and FEMA Guidelines

Frasier Meadows did not comply with Federal procurement regulations and
FEMA guidelines when awarding $10.08 million for 10 contracts — $8.1
million for non-exigent work and $1.98 million for exigent work.17 Specifically,
based on our review of contracts for repair, associated project files, and
interviews we conducted, Frasier Meadows did not fulfill provisions of the
C.F.R., which require in part that subrecipients —

e conduct procurement transactions in a manner providing open and free
competition,;

e take positive efforts to use small businesses, minority-owned firms, and
women’s business enterprises, whenever possible;

e perform (and document) some form of a cost or price analysis;

e maintain a contract administration system to (1) ensure contractor
conformance with the terms, conditions, and specifications of the
contract and to ensure adequate and timely follow-up of all purchases
and (2) to evaluate contractor’s performance and document, as
appropriate, whether contractors have met the terms, conditions and
specifications of the contract;

e include required provisions in all contracts;

e obtain bid guarantees and performance and payment bonds; and

16 The City of Loveland, Colorado, Could Benefit from Additional Assistance in Managing its
FEMA Public Assistance Grant Funding, OIG-15-30-D, January 29, 2015, Recommendation 6.
17 Emergency/exigent circumstances are those that may include the existence of a threat to
public health or public safety, or other unique circumstances that warrant immediate action.
See 2 C.F.R. § 215.43 (2013); see also e.g., 44 C.F.R. § 13.36(d)(4)(1)(B).
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e confirm certain parties who are debarred, suspended, or otherwise
excluded, are not participants or principals in contracts under Federal
awards or subawards.!8

Frasier Meadows also did not fully follow FEMA guidelines requiring contracts
be of reasonable cost, generally competitively bid, and comply with Federal,

State, and local procurement standards.!9

Contracts Awarded without Open and Free Competition

Frasier Meadows awarded 10 contracts without open and free competition.
Instead of soliciting competitive proposals, Frasier Meadows awarded contracts
to vendors it had done business with in the past. Frasier Meadows selected the
vendors because of their prior work experience, familiarity with Frasier
Meadows’ facilities, and contractor availability. Although these factors can be
used to evaluate bids, to comply with Federal procurement requirements for
open and free competition, requests for proposals must be publicized to an
adequate number of sources.

Without open and free competition, FEMA has no assurance costs are
reasonable. Open and free competition usually increases the number of bids
received and thereby increases the opportunity to obtain reasonable pricing
from the most qualified contractors. It also allows greater opportunity for small
businesses, minority firms, and women’s business enterprises to compete for
federally funded work. Open and free competition also helps discourage and
prevent favoritism, collusion, fraud, waste, and abuse.

Limited Opportunities for Small, Minority, and Women-Owned Businesses

Frasier Meadows did not make the required effort to use small businesses,
minority-owned firms, and women’s business enterprises whenever possible for
any of the 10 contracts it awarded. The requirements include making
information on forthcoming opportunities available and reserving timeframes to
encourage and facilitate participation by disadvantaged firms; considering
whether firms competing for larger contracts intend to subcontract with
disadvantaged firms; and using the services and assistance, as appropriate, of
organizations such as the Small Business Administration and the Minority
Business Development Agency of the Department of Commerce. Frasier

18 2 C.F.R. 8§ 215.43, 215.44(b), 215.45, 215.47, 215.48, 215.48(c), & 215.13 (2013). See also
Public Assistance Guide, FEMA 322 /June 2007, pp. 51-53, and Public Assistance Applicant
Handbook, FEMA 323 /March 2010, pp. 43-45.

19 Public Assistance Guide, FEMA 322 /June 2007, p. 51. See also FEMA Public Assistance
Applicant Handbook, FEMA 323 /March 2010, pp. 43-45.

www.oig.dhs.gov 8 OIG-20-17


http:www.oig.dhs.gov
http:standards.19
http:subawards.18

W; OFFICE OF INSPECTOR GENERAL

GNp 5 Department of Homeland Security

Meadows’ failure to follow these procurement requirements potentially limited
opportunities for small, minority, and women-owned businesses.

Absence of Cost or Price Analysis

Frasier Meadows did not perform a cost or price analysis for any of the

10 contracts it awarded. Performing a cost or price analysis decreases the risk
of unreasonable contract costs and misinterpretations or errors in pricing
relative to contract scope of work. Frasier Meadows officials said they did not
prepare cost or price analyses for any of their disaster-related work but instead
relied on information they received from the individual contractors. Frasier
Meadows officials did not provide support for how they used the contractors'
cost estimates to assess the reasonableness of the bids. Without the required
cost or price analysis, the risk of misinterpretations or errors in pricing relative
to scope of work and contract disputes increased.

Inadequate Contract Administration System

Frasier Meadows did not maintain a contract administration system to ensure
its contractors performed work in accordance with the terms, conditions, and
specifications of their contracts. Although Frasier Meadows officials said they
had a representative onsite, they could not provide documentation to support
their monitoring of contractors’ work. Lacking a contract administration
system and supporting documentation, Frasier Meadows had no effective
means of ensuring the contractors fulfilled contract specifications.

Absence of Required Contract Provisions

None of Frasier Meadows’ 10 contracts contained required contract provisions.
Federal regulations set forth specific provisions for contracts and subcontracts,
including remedies and termination clauses, non-discrimination provisions,
compliance with labor laws, bonding notifications, and debarring and
suspension requirements. These provisions describe the rights and
responsibilities of both parties. Without the provisions, the risk of
misinterpretations and disputes increases.

Absence of Minimum Bonding Requirements

Frasier Meadows did not obtain the required bid guarantee or performance and
payment bonds for 4 of the 10 contracts it awarded, totaling $9,339,320. At a
minimum, subrecipients are required to obtain bid guarantees equal to 5
percent of the bid price, and performance and payment bonds equal to 100
percent of the contract price. Bonds protect subrecipients in case of default by
their contractor. Rather than obtain the required bonds, Frasier Meadows
reviewed its contractors’ financial statements to determine their credit
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worthiness. This alternative approach was not an effective way to guarantee
contractor price or performance and did not meet the requirements of the
C.F.R.20

Insufficient Confirmation of Debarred or Suspended Contractors

Frasier Meadows did not determine whether its contractors were debarred,
suspended, or otherwise excluded from participating in Federal assistance
awards and subawards. To help protect the Government from doing business
with individuals, companies, or recipients who pose a risk to the Federal
Government, recipients of Federal funding are not permitted to award contracts
to debarred contractors. Although Frasier Meadows did not do so, we verified
that none of Frasier Meadows’ contractors were debarred, suspended, or
otherwise excluded from participating in Federal programs and activities.

Questioned Costs

As explained previously, Frasier Meadows’ noncompliance with multiple
Federal procurement regulations, led us to question $5.57 million in contract
costs. We do not question costs for work undertaken when lives and property
are at risk?!; therefore, we did not question $1.98 million in disaster-related
contract costs Frasier Meadows incurred for the cleanup, stabilization, and
dehumidification of its assisted living and healthcare facilities. We did,
however, question the remaining $5.57 million ($7.44 million of capped costs
under the Public Assistance Alternative Procedure (PAAP) Pilot Program less
$1.87 million of exigent work) because Frasier Meadows improperly continued
to use noncompetitively awarded contracts even after the exigent period.
Table 2 shows these questioned costs in more detail.

20 See 2 C.F.R. § 215.48(c)(1-4) (2013).

21 2 C.F.R. §215.43 (2013). See also 44 C.F.R. § 13.36(d)(4)((i)(B) (2013). On December 19,
2014, DHS replaced 44 C.F.R. Part 13 references in 2 C.F.R. Parts 200 and 3002 as applicable.
See 80 Fed. Reg. 59549-50 (Final Rule) (Oct. 2, 2015).
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Table 2: Questioned Costs for 10 Contracts Due to Noncompliance

Gross Award Amount
Contract Scope of Work for Contract Work Project 815 | Project 853
Non-Exigent Work $ 8,104,737 $ 0 $8,104,737
Exigent Work?22 1,979,556 103,448 1,876,108
Totals $10,084,293 $103,448 $9,980,845
Calculation of Questioned Costs:
PAAP Capped Amount?3 — Project
853 $7,443,716
Less Exigent Work — Project 853
(1,876,108)
Total Questioned Costs $5,567,608

Source: Frasier Meadows procurement records and OIG analyses

As a result of our on-going audit, Frasier Meadows updated its procurement
policies and procedures on June 14, 2017 to comply with Federal procurement
standards. If Frasier Meadows implements its updated policies and
procedures, FEMA should have reasonable assurance Frasier Meadows will
spend any future disaster-related funds according to Federal procurement
regulations.

Recommendations

Recommendation 1: We recommend the Regional Administrator, FEMA
Region VIII, disallow $5,567,608 ($4,175,706 Federal share) for contracts that
do not comply with Federal procurement standards, unless FEMA grants an
exemption for all or part of the costs as Title 2 C.F.R. section 215.4 or its
successor provision allows and determines the costs are reasonable.

Recommendation 2: We recommend the Regional Administrator, FEMA
Region VIII, direct Colorado to work with Frasier Meadows officials to ensure
Frasier Meadows implements its updated Federal procurement policies and
procedures in the event of a future disaster.

22 Frasier Meadows did not competitively award $1.98 million in clean-up and electrical
contracts, but Federal regulations permit noncompetitive procurements during exigent
circumstances.

23 Because Frasier Meadows elected to participate in FEMA’s PAAP Pilot Program for permanent
work, the total amount FEMA can fund Frasier Meadows for repairs on its assisted living,
healthcare, and parking garage facilities within Project 853 is capped at $7.44 million.
Accordingly, we calculated questioned costs using the capped amount.
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Management Comment and OIG Analysis

We discussed the results of our audit with FEMA, Colorado, and Frasier
Meadows officials. FEMA also provided written comments in response to our
draft report, and concurred with both recommendations. We included a copy
of FEMA’s management comments in their entirety in appendix A.

Subsequent to transmitting the written comments, FEMA took action to resolve
and close both recommendations and provided additional information and
supporting documentation.

FEMA Comments to Recommendation #1: FEMA concurred with our
recommendation. During the closeout process, FEMA evaluated the contract
costs we questioned. FEMA determined $5,567,608 in requested contract
costs were necessary and reasonable.

OIG Analysis of FEMA’s Response: FEMA’s corrective action to evaluate the
questioned costs resolves and closes this recommendation. No further action is
required.

FEMA Comments to Recommendation #2: FEMA concurred with the
recommendation and in December 2019 directed Colorado to ensure Frasier
Meadows implements its updated Federal procurement policies and procedures
in the event of a future disaster.

OIG Analysis of FEMA’s Response: FEMA'’s corrective action directing
Colorado to ensure Frasier Meadows implements updated Federal procurement
policies and procedures is sufficient to resolve and close the recommendation.
No further action is required.

Objective, Scope, and Methodology

Department of Homeland Security Office of Inspector General was established
by the Homeland Security Act of 2002 (Public Law 107-296) by amendment to
the Inspector General Act of 1978.

We audited FEMA Public Assistance grant funds awarded to Frasier Meadows
Manor, Inc., Public Assistance Identification Number 013-UL14W-00. Our
audit objective was to determine whether Frasier Meadows accounted for and
expended FEMA grant funds according to Federal procurement regulations and
FEMA guidelines for FEMA Disaster Number 4145-DR-CO.

Colorado awarded Frasier Meadows $11.16 million ($9.31 million after
reductions for the PAAP cap and insurance) for damages resulting from severe
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flooding occurring September 11-30, 2013. Our audit scope included two large
projects totaling $11.16 million, or 100 percent, of the total award amount (see
appendix A, table 3). The award provided 75 percent FEMA funding for debris
removal, emergency protective measures, and permanent work for two large
projects.24

We selected the projects in our scope from FEMA’s Emergency Management
Mission Integrated Environment (EMMIE) computerized information system,
and verified the payments and claimed costs were supported by source
documents. We determined the data we used to support the audit findings,
conclusions, and recommendations is reliable. We did not rely solely on
information system data or other data we did not test against other systems or
collaborate with other source documents. An evaluation of information
systems and controls was not necessary to achieve the audit objective.

To accomplish our objective, we interviewed FEMA, Colorado, and Frasier
Meadows officials; gained an understanding of Frasier Meadows’ method of
accounting for disaster-related costs; reviewed Frasier Meadows’ procurement
policies and procedures; judgmentally selected (generally based on dollar value)
and reviewed project costs and 10 procurement transactions valued at $10.08
million for the projects in our audit scope; reviewed applicable Federal
regulations and FEMA guidelines; and performed other procedures considered
necessary to accomplish our objective.

This audit is part of a body of public assistance grant audits conducted by our
office to identify areas where the grantee or subgrantee may need additional
technical assistance or monitoring to ensure compliance with Federal
regulations and FEMA guidelines. Audit planning, risk assessment, and
internal control assessment were limited to the extent necessary to address our
audit objective. We conducted our review under the authority of the Inspector
General Act of 1978, as amended, between February 2017 and February 2018,
and followed generally accepted government auditing standards (GAGAS) with
the exceptions noted previously. GAGAS requires we plan and perform the
audit to obtain sufficient, appropriate evidence to provide a reasonable basis
for our findings and conclusions based upon our audit objective. We believe
the evidence obtained provides a reasonable basis for our findings and
conclusions based upon our audit objective. Unless stated otherwise in this
report, to conduct this audit, we applied the statutes, regulations, and FEMA
policies and guidelines in effect at the time of the disaster.

24 Federal requirements in effect at the time of the disaster set the large project threshold at
greater than $67,500 [Notice of Adjustment of Disaster Grant Amounts, 77 Fed. Reg. 61423 (Oct.
9, 2012)].
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Evette Fontana, Auditor; Corneliu Buzesan and Kathy Hughes, Independent
Reference Reviewers; and Deborah Mouton-Miller, Communications Analyst.
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Appendix A
FEMA Region VIII Comments to the Draft Report

U.S. Department of Homeland Security
Region VIII

Denver Federal Center. Building 710
P.O. Box 25267

Denver, CO 80225-0267

FEMA

R8-ORA
November 14, 2019

MEMORANDUM FOR: Katherine Trimble
Deputy Assistant Inspector General for Audits
Office of the Inspector General

FROM: Lee K. dePalo L Lﬂbé\

Regional Administrator

SUBJECT: Management Response to Draft Report: “FEMA Should Recover
$5.57 Million in Grant Funds Awarded to Frasier Meadows, Inc.,
Boulder Colorado™
(Project No. G-17-015-EMO-FEMA)

Thank you for the opportunity to review and comment on this draft report. The Federal
Emergency Management Agency (FEMA) appreciates the work of the Department of Homeland
Security (DHS) Office of Inspector General (OIG) in planning and conducting its review and
issuing this report.

FEMA leadership is concerned the OIG took nearly three years after this audit was announced on
December 22, 2016, to issue this report. Particularly concerning is the fact that the draft report
was not released for management comment until 20 months after OIG’s fieldwork was
completed, with no explanation for the delay provided in the report. U.S. Government
Accountability Office-promulgated Generally Accepted Government Auditing Standards state
that reports must be timely to be of maximum use to report users.

However, FEMA is pleased to note OIG’s recognition that Frasier Meadows updated its
procurement policies and procedures on June 14, 2017, more than two years ago, to comply with
Federal procurement standards. It is also important to note that during this time FEMA has
worked extensively with the State of Colorado to hold it more accountable for effective grant
management in accordance with Federal regulations, FEMA policies, and FEMA and state
agreements.

FEMA concurs with the two recommendations in this draft report. Attached find our detailed
response to each recommendation. FEMA previously submitted technical comments under a

separate cover.

Again, thank you for the opportunity to review and comment on this draft report. Please feel free
to contact me if you have any questions. We look forward to working with you in the future.

Attachments

www.fema.gov
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Attachment: DHS Management Response to Recommendations Contained in OIG
Project No. 17-015 Draft Report

OIG recommended that the Regional Administrator, FEMA Region VIII:

Recommendation 1: Disallow $5,567,608 (84,175,706 Federal share) for contracts that do not
comply with Federal procurement standards, unless FEMA grants an exemption for all or part of
the costs as Title 2 C.F.R. section 215.4 or its successor provision allows and determines the
costs are reasonable.

Response: Concur. FEMA Region VIII has determined all obligated expenditures were both
necessary and reasonable, as defined in Appendix A, Part C of Office of Management and
Budget Circular A-87. Specifically, during the closeout process, FEMA evaluated all contract
costs and compared them to local rates, historical costs, and RSMeans rates (Note: RSMeans is
not an acronym; it is an estimating tool commonly used within the construction industry).
FEMA'’s evaluation of the contract cost comparisons indicated the costs of $5,567, 608
($4,175,706 Federal share) to be reasonable under Title 2 C.F.R. section 215.4. Relevant
documentation corroborating these actions was provided to the OIG under separate cover.

We request that the OIG consider this recommendation resolved and closed as implemented.

Recommendation 2: Direct Colorado to work with Frasier Meadows officials to ensure Frasier
Meadows implements its updated Federal procurement policies and procedures in the event of a
future disaster.

Response: Concur. FEMA Region VIII provided technical assistance to the State of Colorado
to ensure Frasier Meadows updated and implements its procurement policies. The State sent
successive compliance letters to Frasier Meadows that referenced ongoing guidance from FEMA
representatives. These efforts culminated in Frasier Meadows adopting a new procurement
policy in June 2017. The State continues to work with Frasier Meadows to ensure it properly
implements the new policy. In addition, the State has published procurement-related guidance
on its website available to all subrecipients. FEMA will continue reinforcing the importance of
Frasier Meadows adhering to the new policy and, in the event of a future disaster, verify
compliance.

We request that the OIG consider this recommendation resolved and closed as implemented.

wwuw.oig.dhs.gov 16 OIG-20-17


http:www.oig.dhs.gov

OFFICE OF INSPECTOR GENERAL

Department of Homeland Security

Appendix B

Potential Monetary Benefits

Table 3: Projects Audited and Questioned Costs

FEMA
Project Gross Award Net. Award Questioned
Number Category Amount L s Cost (Finding B)
of Work* reduction) g
815 B 3 135,391 3 95,272 3 0
853 E 11,019,799 9,217,064 5,567,608
Totals $11,155,190 $9,312,336 $5,567,608

Source: FEMA project worksheets, Frasier Meadows records, and OIG analysis

* FEMA classifies disaster-related work by type: debris removal (Category A), emergency
protective measures (Category B), and permanent work (Categories C through G).

Table 4: Summary of Potential Monetary Benefits

ﬁzc Type of Potential Monetary Benefit Amount F;l?:::l
1 Questioned Costs — Ineligible $ 5,567,608 $ 4,175,706
Questioned Costs - Unsupported 0 0
Funds Put to Better Use (Cost Avoidance) 0 0
Totals $5,567,608 | $4,175,706
Source: OIG analysis of report findings
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Appendix C
Report Distribution

Department of Homeland Security

Secretary

Deputy Secretary

Chief of Staff

Deputy Chiefs of Staff

General Counsel

Executive Secretary

Director, GAO/OIG Liaison Office

Assistant Secretary for Office of Policy

Assistant Secretary for Office of Public Affairs
Assistant Secretary for Office of Legislative Affairs

Federal Emergency Management Agency

Administrator

Chief of Staff

Chief Financial Officer

Chief Counsel

Chief Procurement Officer

Director, Risk Management and Compliance
Audit Liaison, FEMA Region VIII

Audit Liaison, FEMA (Job Code G-17-0195)

Office of Management and Budget

Chief, Homeland Security Branch
DHS OIG Budget Examiner

Congress

Congressional Oversight and Appropriations Committees
External

Director, Colorado’s Department of Public Safety, Division of Homeland
Security and Emergency Management

Audit Liaison, Colorado’s Department of Public Safety, Division of Homeland
Security and Emergency Management

State Auditor, Colorado’s Office of the State Auditor

Chief Financial Officer, Frasier Meadows
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Additional Information and Copies

To view this and any of our other reports, please visit our website at:
www.oig.dhs.gov.

For further information or questions, please contact Office of Inspector General
Public Affairs at: DHS-OIG.OfficePublicAffairs@oig.dhs.gov.
Follow us on Twitter at: @dhsoig.

OIG Hotline

To report fraud, waste, or abuse, visit our website at www.oig.dhs.gov and click
on the red "Hotline" tab. If you cannot access our website, call our hotline at
(800) 323-8603, fax our hotline at (202) 254-4297, or write to us at:

Department of Homeland Security

Office of Inspector General, Mail Stop 0305
Attention: Hotline

245 Murray Drive, SW

Washington, DC 20528-0305
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	Background 
	Background 
	The Recovery School District (RSD) is a statewide school district administered by the Louisiana Department of Education that intervenes in the management of chronically low-performing schools in Louisiana. Because of Orleans Parish public schools’ poor performance, the Louisiana Legislature turned the majority of its schools over to RSD. 
	In August 2005, high winds, driving rains, and flooding resulting from Hurricane Katrina damaged hundreds of Orleans Parish schools and equipment, as shown in figures 1 and 2. On August 29, 2005, the President signed a major disaster declaration (DR-1603-LA) to provide Louisiana and local government with Federal assistance to recover from damages. 
	Figure
	Figure 1: School buses under water in New Orleans Source: The Patriot Post, August 2015 
	Figure
	Figure 2: Damage to Joseph A. Hardin Elementary School Source:  Times Picayune, April 2015 
	NOLA.com

	In 2008, RSD and the Orleans Parish School Board (OPSB) jointly developed the New Orleans Schools Facilities Master Plan (Master Plan) to rebuild school 
	1 OIG-20-63 
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	facilities damaged by Hurricane Katrina. The Master Plan, consisting of a six-phase construction plan beginning with Quick Start Program schools, served as a guide for rebuilding and renovating New Orleans public schools. 
	1

	To accomplish the Master Plan, RSD applied the Consolidated Appropriations Act, 2008, which allows local educational agencies in Louisiana affected by Hurricane Katrina special exceptions to Federal requirements. The Federal Emergency Management Agency (FEMA) awarded $1.5 billion, which constituted 100 percent funding for debris removal, emergency protective measures, and permanent work for the schools. FEMA allowed RSD to consolidate 255 projects into one project, Alternate Project 19166, for which it rece
	2
	3

	We reviewed the $1.3 billion in funding for Alternate Project 19166. Table 1 shows the gross and net award amounts before and after reductions for insurance and other reductions for Alternate Project 19166. 
	Table 1. Gross and Net Award Amounts for Alternate Project 19166 
	Table 1. Gross and Net Award Amounts for Alternate Project 19166 
	Table
	TR
	Gross Award Amount  
	Insurance Reductions 
	Other Reductions4 
	Net Award Amount  

	Audit Scope 
	Audit Scope 
	$1,335,004,950 
	$(134,803,681) 
	$(43,040,436)
	 $1,157,160,833 


	Source: FEMA and RSD records 
	As of October 2016, RSD had not completed work on Alternate Project 19166 and, therefore, had not submitted a final claim to Louisiana for its expenditures. We conducted our audit to determine whether RSD accounted for and expended funds according to Federal regulations. We focused our audit on the $1.3 billion granted for the consolidated Alternate Project 19166. 
	 Quick Start Program School Plans called for reconstruction of six campuses across New Orleans to house students as quickly as possible after the disaster, but only four schools were completed. Consolidated Appropriations Act, 2008, Pub. L. No. 110-161, § 552.  Alternate Project 19166 was a Single Settlement Request pursuant to Section 552 of the Consolidated Appropriations Act, 2008, to repair and reconstruct numerous facilities damaged by Hurricane Katrina in the New Orleans Public School educational syst
	 Quick Start Program School Plans called for reconstruction of six campuses across New Orleans to house students as quickly as possible after the disaster, but only four schools were completed. Consolidated Appropriations Act, 2008, Pub. L. No. 110-161, § 552.  Alternate Project 19166 was a Single Settlement Request pursuant to Section 552 of the Consolidated Appropriations Act, 2008, to repair and reconstruct numerous facilities damaged by Hurricane Katrina in the New Orleans Public School educational syst
	 Quick Start Program School Plans called for reconstruction of six campuses across New Orleans to house students as quickly as possible after the disaster, but only four schools were completed. Consolidated Appropriations Act, 2008, Pub. L. No. 110-161, § 552.  Alternate Project 19166 was a Single Settlement Request pursuant to Section 552 of the Consolidated Appropriations Act, 2008, to repair and reconstruct numerous facilities damaged by Hurricane Katrina in the New Orleans Public School educational syst
	 Quick Start Program School Plans called for reconstruction of six campuses across New Orleans to house students as quickly as possible after the disaster, but only four schools were completed. Consolidated Appropriations Act, 2008, Pub. L. No. 110-161, § 552.  Alternate Project 19166 was a Single Settlement Request pursuant to Section 552 of the Consolidated Appropriations Act, 2008, to repair and reconstruct numerous facilities damaged by Hurricane Katrina in the New Orleans Public School educational syst
	 Quick Start Program School Plans called for reconstruction of six campuses across New Orleans to house students as quickly as possible after the disaster, but only four schools were completed. Consolidated Appropriations Act, 2008, Pub. L. No. 110-161, § 552.  Alternate Project 19166 was a Single Settlement Request pursuant to Section 552 of the Consolidated Appropriations Act, 2008, to repair and reconstruct numerous facilities damaged by Hurricane Katrina in the New Orleans Public School educational syst
	1
	2 
	3
	4
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	Results of Audit 
	Results of Audit 
	In some instances, RSD accounted for and expended portions of the $1.3 billion in Public Assistance grant funds we reviewed according to Federal regulations. However, FEMA improperly awarded $216.2 million to repair or replace more than 292 Orleans Parish school facilities in RSD. Specifically: 
	 
	 
	 
	FEMA used a cost estimate rather than actual costs to determine how much to award RSD for schools that were already completed, thus improperly awarding $156.6 million to RSD. 

	 
	 
	FEMA duplicated benefits by not reducing the amount of the award by $57 million to account for other Federal grant funds RSD received. 

	 
	 
	FEMA improperly awarded $2.6 million to replace portable school buildings that were not RSD’s legal responsibility at the time of the hurricane. 


	The improper awards occurred primarily because FEMA did not follow Federal regulations and its own guidance for awarding Federal funds. For example, FEMA did not follow its own guidance to base grant awards for completed work on actual costs. Additionally, FEMA assessed damages to 35 facilities 19 to 59 months after the disaster and, therefore, failed to ensure the damages were a direct result of the hurricane. Due to the improper awards and delayed damage assessment, FEMA awarded millions of ineligible fun

	FEMA Did Not Comply with Federal Regulations and FEMA Guidelines for Awarding the Public Assistance Grant 
	FEMA Did Not Comply with Federal Regulations and FEMA Guidelines for Awarding the Public Assistance Grant 
	The Code of Federal Regulations (CFR) establishes policies and procedures for determining the eligibility of applicants, work, and cost associated with public assistance under the Robert T. Stafford Disaster Relief and Emergency Assistance Act (Stafford Act). FEMA policies clarify and provide direction for implementing the CFR. According to FEMA policy, cost directly tied to the performance of eligible work must be reasonable and necessary and cannot duplicate cost that is another Federal agency’s responsib
	5

	 44 CFR pt. 206, subpt. H. 
	 44 CFR pt. 206, subpt. H. 
	5
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	rebuild and replace schools. We identified deficiencies in four areas: ensuring actual costs are used for completed work, avoiding duplication of benefits, ensuring Federal funding eligibility, and providing delayed and recurring damage assessments. 
	FEMA Did Not Properly Use Actual Costs to Award Funding for Completed Facilities 
	FEMA Did Not Properly Use Actual Costs to Award Funding for Completed Facilities 
	According to FEMA guidance: 
	 
	 
	 
	a cost must be necessary and reasonable to accomplish the disaster recovery work; 

	 
	 
	reasonable cost can be established through average cost for similar work in the area; 

	 
	 
	a cost is reasonable if, in its nature and amount, it does not exceed that which would be incurred by a prudent person under the circumstances prevailing at the time the decision was made to incur the cost; and 
	6


	 
	 
	grant amounts are based on actual costs if the subgrantee has completed the work at the time of the request for public assistance.
	7 



	Although FEMA possessed actual costs calculated from construction of the Quick Start schools, it accepted RSD’s estimated cost of $268 per square foot when awarding funds to Alternate Project 19166 for completed work. 
	To determine the reasonableness of RSD’s request for $268 per square foot for repairs and replacements, FEMA officials said they performed a series of analyses using local, regional, and national data. However, FEMA improperly used the $268 to award funding for the already completed Quick Start schools construction. Since FEMA did not properly award this funding, about $156.6 million in costs were unreasonable, and therefore ineligible. 
	Table 2 summarizes four key issues we identified related to FEMA’s analyses of the $268 per square foot request from RSD. We discuss each issue in detail after the table, as well as how these issues contributed to ineligible funding for the Quick Start schools. 
	 FEMA’s Public Assistance Guide, FEMA 322, October 1999, pages 33 and 34.  FEMA’s Public Assistance Policy Digest, FEMA 321, October 2001, page 22. 
	 FEMA’s Public Assistance Guide, FEMA 322, October 1999, pages 33 and 34.  FEMA’s Public Assistance Policy Digest, FEMA 321, October 2001, page 22. 
	 FEMA’s Public Assistance Guide, FEMA 322, October 1999, pages 33 and 34.  FEMA’s Public Assistance Policy Digest, FEMA 321, October 2001, page 22. 
	6
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	Table 2. Results of FEMA’s Analyses and OIG Findings 
	FEMA Analyses 
	FEMA Analyses 
	FEMA Analyses 
	Costs Resulting from FEMA Analyses  
	FEMA Awarded Cost 
	OIG Finding 

	TR
	Average cost per square foot 

	17 Facility Comparison 
	17 Facility Comparison 
	$269 
	FEMA’s cost analysis included data from improperly competed contracts, which can increase the cost per square foot 

	FEMA Regional Comparison 
	FEMA Regional Comparison 
	$96 to $267 
	FEMA used improperly competed contracts for facilities in its analysis 

	Cost Estimating Format (CEF)8 Comparison 
	Cost Estimating Format (CEF)8 Comparison 
	$208 
	$268 
	FEMA used the CEF average of $208 only to determine repair/replace decisions, then increased the cost to $268 to award grant funding 

	2009 Annual School Construction Report Comparison 
	2009 Annual School Construction Report Comparison 
	$160 
	FEMA awarded funds at $268 although the regional average was 40 percent less 


	Source: Office of Inspector General (OIG) analysis of FEMA records 
	FEMA’s Analyses Did Not Account for Issues Related to Improper Procurement 
	FEMA’s Analyses Did Not Account for Issues Related to Improper Procurement 

	First, FEMA selected, reviewed, and compared school construction costs across 17 other school facilities in the New Orleans Metropolitan area (post-Hurricane Katrina) against RSD’s requested cost. FEMA used the following criteria to choose the 17 comparable facilities to determine cost reasonableness: 
	 
	 
	 
	codes and standards 

	 
	 
	educational requirements 

	 
	 
	elevation requirements 

	 
	 
	mix of elementary, middle, and high schools 

	 
	 
	size 

	 
	 
	environmental conditions 

	 
	 
	foundation requirements and construction materials and methods 

	 
	 
	location in urban environments and storage and staging constraints 

	 
	 
	proper procurement 


	FEMA compared the 17 facilities to calculate the average construction cost. In addition to using the aforementioned criteria, FEMA reviewed contract costs using bid amounts and square footage for buildings to determine an average rate per square foot. FEMA’s comparison yielded an average rate of $269 per 
	FEMA uses the CEF to develop a cost estimate for large projects, and as the basis for obligating funds. 
	FEMA uses the CEF to develop a cost estimate for large projects, and as the basis for obligating funds. 
	8 
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	square foot for construction cost. However, FEMA did not properly support this analysis. For example, 3 of the 17 facilities FEMA selected had procurement issues related to improperly competed contracts, which means FEMA had no reasonable assurance the associated costs were reasonable. In particular, improperly competed contracts can increase cost per square foot, thereby increasing overall costs. FEMA’s analysis resulted in costs ranging from $155 to $463 per square foot, with one of the improperly procure
	9

	Second, FEMA completed a regional comparison analysis using its own data. However, as with the previous analysis, it did not always verify the projects it compared had properly competed contracts. FEMA said it researched construction cost data for K-12 school facilities replaced in FEMA Regions IV and VI in the previous 10 years. Using project worksheets and CEFs from the National Emergency Management Information System (NEMIS) and the Emergency Management Mission Integrated Environment (EMMIE), FEMA identi
	10
	reported.
	11

	FEMA Exceeded Its Initial CEF Cost Estimate When Determining the Cost to Replace Facilities 
	FEMA Exceeded Its Initial CEF Cost Estimate When Determining the Cost to Replace Facilities 

	FEMA contended it used the CEF to determine a reasonable cost per square foot. However, our analysis of FEMA’s initial CEF cost estimate demonstrated that, when determining the cost to replace the 143 Orleans Parish facilities, FEMA exceeded its initial average CEF cost of $208 per square foot. Specifically, FEMA only used the estimate of $208 to determine whether facilities were eligible for replacement rather than repair. FEMA then used the greater estimate of $268 per square foot to determine the actual 
	FEMA Public Assistance Grant Funds Awarded to Saint Mary’s Academy, New Orleans, Louisiana (DD-11-15), August 5, 2011; and FEMA Should Disallow $82.4 Million of Improper Contracting Costs Awarded to Holy Cross School, New Orleans, Louisiana (OIG-15-65-D), April 14, 2015.  FEMA’s NEMIS and EMMIE are integrated data management systems consisting of a collection of distributed disaster data and workflow databases permitting the comprehensive information retrieval. Hurricane Katrina Activities for Jackson Count
	FEMA Public Assistance Grant Funds Awarded to Saint Mary’s Academy, New Orleans, Louisiana (DD-11-15), August 5, 2011; and FEMA Should Disallow $82.4 Million of Improper Contracting Costs Awarded to Holy Cross School, New Orleans, Louisiana (OIG-15-65-D), April 14, 2015.  FEMA’s NEMIS and EMMIE are integrated data management systems consisting of a collection of distributed disaster data and workflow databases permitting the comprehensive information retrieval. Hurricane Katrina Activities for Jackson Count
	9 
	10
	11 


	6 OIG-20-63 
	www.oig.dhs.gov 

	Figure
	OFFICE OF INSPECTOR GENERAL 
	Department of Homeland Security 
	amount to award to replace the facilities. Using the different cost estimates resulted in FEMA awarding significantly more funding to replace the 143 facilities than it initially estimated. 
	Further, according to the CFR, a facility is considered repairable when disaster damages do not exceed 50 percent of the cost of replacing the facility to its predisaster condition and it is feasible to repair the facility so that it can perform its function as well as it did immediately prior to the  Had FEMA used the greater estimated cost of $268 per square foot when determining which facilities to replace rather than repair, the facilities would not have met the required 50 percent threshold for replace
	-
	disaster.
	12

	For example, using the CEF cost estimate of $208 for Project 15969 (Little Wood Elementary School), FEMA estimated a repair cost of $49,112 and a replacement cost of $82,717, resulting in a repair to replacement ratio of about 59 percent. Because the cost to repair was more than 50 percent of the cost to replace the facility, FEMA officials decided to replace the facility. In contrast, when FEMA consolidated the construction projects under Alternate Project 19166, it increased the replacement cost for Littl
	FEMA Awarded RSD Its Requested Amount Although the Construction Cost Was Greater than the Regional Average 
	FEMA Awarded RSD Its Requested Amount Although the Construction Cost Was Greater than the Regional Average 

	FEMA chose to award funds to RSD for its requested cost even though it was greater than the regional average. FEMA reviewed the School Planning and Management 2009 Annual School Construction Report to determine a reasonable construction cost per square foot for schools within its 12 Regions across the United States. The average construction cost per square foot for all schools (elementary, middle, and high) in Region 9 (Arkansas, Louisiana, Oklahoma, and Texas) did not exceed $160, which was 40 percent less
	 44 CFR 206.226(f)(1). 
	12
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	FEMA’s Use of Estimated Cost Resulted in Ineligible Funding 
	FEMA’s Use of Estimated Cost Resulted in Ineligible Funding 

	Because RSD had already completed the Quick Start schools at the time of the request for public assistance, FEMA should have based the Alternate Project 19166 award amount on the actual costs. However, FEMA did not leverage the actual costs data it had readily available from the four recently completed RSD schools and awarded about $156.6 million to Quick Start schools for unreasonable, and therefore ineligible, funding. 
	FEMA allowed RSD to combine 105 project worksheets to form Alternate Project 18597, Quick Start Schools, and awarded $177 million in funding. RSD built the four schools to house students as quickly as possible after the disaster. Later, RSD requested FEMA transfer the scope of work from Alternate Project 18597 to Alternate Project 19166. Prior to its request, RSD completed three of the four schools, and nearly completed the fourth school, for a total of $145.7 million. According to the RSD Superintendent’s 
	 
	 
	 
	Langston Hughes Elementary, August 11, 2009 (Phase 1) and November 10, 2010 (Phase 2) 

	 
	 
	Andrew Wilson Elementary, October 11, 2009 

	 
	 
	Lake Area High, December 28, 2009 

	 
	 
	Landry High School, June 30, 2010 


	FEMA awarded funds for Alternate Project 19166 in September 2010. However, when FEMA transferred the scope of work from Alternate Project 18597 to 19166, it increased the funding from $177 million to $376.7 million based on the $268 per square foot cost provided by RSD. This resulted in increasing the award by about $156.6  Therefore, we are questioning $156.6 million. 
	million.
	13


	Duplication of FEMA and Department of Housing and Urban Development Funding Resulted in Awarding Ineligible Benefits 
	Duplication of FEMA and Department of Housing and Urban Development Funding Resulted in Awarding Ineligible Benefits 
	Section 312 of the Stafford Act outlines general prohibitions for any entity to receive financial assistance for any loss for which assistance has already been provided. Publication 322, FEMA Public Assistance Guide, reiterates these 
	14

	 We did not use the actual costs of $145.7 million to compute ineligible funding because Project 18597 is an alternate project.  The applicant is entitled to the $177 million award approved by FEMA regardless of actual costs to complete the project.    According to Public Assistance Guide, FEMA 322, dated October 1999, page 34, if an applicant can obtain assistance for a project from a source other than FEMA, then FEMA cannot provide funds for that project.  The Stafford Act prohibits such a duplication of 
	13
	14
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	prohibitions from the Stafford Act. According to the guide, whenever an applicant receives funding from another source for similar or identical work, FEMA must reduce the eligible cost or deobligate funding to avoid a duplication of benefits. 
	FEMA did not properly reduce Alternate Project 19166 by $57 million for duplicate Community Development Block Grant (CDBG) funds the Department of Housing and Urban Development (HUD) had previously awarded to RSD to complete schools. Specifically, HUD awarded $110.1 million to RSD for 29 school sites between 2007 and 2014. A comparison of the CDBG applications and FEMA Alternate Project 19166 documentation showed RSD requested funding for similar repairs for 19 of the 29 sites. For those 19 sites, FEMA awar
	Table 3. List of Identified Duplicate CDBG Awards 
	School 
	School 
	School 
	Awarded CDBG Funds 
	Disbursed CDBG Funds 

	Charles T. Colton Junior High
	Charles T. Colton Junior High
	 $ 4,203,947 
	$ 3,567,563 

	Gentilly Terrace Elementary 
	Gentilly Terrace Elementary 
	2,647,553 
	1,909,918 

	McDonogh 42 Elementary
	McDonogh 42 Elementary
	 1,430,520 
	1,322,241 

	NOCCA/Live Oak Middle 
	NOCCA/Live Oak Middle 
	 1,906,090 
	1,906,090 

	Lafayette Elementary
	Lafayette Elementary
	 1,556,618 
	1,556,618 

	Douglass High School
	Douglass High School
	 6,030,084 
	5,688,818 

	John Dibert Elementary
	John Dibert Elementary
	 918,241 
	787,343 

	Sylvanie Williams Elementary
	Sylvanie Williams Elementary
	 896,091 
	471,165 

	Sarah T. Reed Senior High 
	Sarah T. Reed Senior High 
	 3,787,699 
	3,758,580 

	Rabouin Career Magnet
	Rabouin Career Magnet
	 767,843 
	346,051 

	Crossman Elementary
	Crossman Elementary
	 2,779,024 
	1,537,521 

	Village de L‘est Elementary School 
	Village de L‘est Elementary School 
	 1,561,293 
	1,494,287 

	Harney Elementary
	Harney Elementary
	 782,306 
	782,306 

	Dr. Charles R. Drew Elementary
	Dr. Charles R. Drew Elementary
	 2,775,749 
	2,526,725 

	Thurgood Marshall Middle School 
	Thurgood Marshall Middle School 
	 7,488,618 
	7,488,618 

	Live Oak Elementary (2)
	Live Oak Elementary (2)
	 1,344,783 
	1,272,447 

	Martin Luther King Elementary School 
	Martin Luther King Elementary School 
	 3,884,721 
	1,642,362 

	William J. Guste Elementary
	William J. Guste Elementary
	 11,205,678 
	11,195,600 

	Walter L. Cohen Senior High
	Walter L. Cohen Senior High
	 1,034,541 
	1,032,631 

	Total  
	Total  
	$57,001,399 
	$50,286,884 


	Source records 
	: OIG analysis of FEMA and Louisiana.gov
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	FEMA officials were aware of the CDBG funding when they awarded funds for Alternate Project 19166. Although they accepted responsibility to ensure public assistance applicants did not receive duplicate benefits, FEMA officials also contended that HUD was actually responsible for ensuring there was no duplication of benefits between FEMA and HUD. This would not have been possible because HUD had approved funding first. Specifically, HUD’s approval for the 19 schools occurred between 2007 and 2009 — before ap
	Both of the issues occurred because FEMA did not follow established procedures for awarding Federal funds. 

	FEMA’s Funding of Portable Buildings Not Owned by RSD Resulted in Ineligible Funding 
	FEMA’s Funding of Portable Buildings Not Owned by RSD Resulted in Ineligible Funding 
	To be eligible for financial assistance, an item must be the legal responsibility of an eligible  Ownership is generally sufficient to establish  Further, according to Federal regulations, grant funds are only for allowable 
	applicant.
	15
	responsibility.
	16
	costs.
	17 

	To support Alternate Project 19166, FEMA awarded $2.6 million for eight portable school buildings leased, but not owned, by RSD. Upon our request, FEMA could not provide proof of ownership for a number of portable units. Specifically, when approving Alternate Project 19166, FEMA officials could not account for eight leased portable school buildings included in RSD’s request, costing $321,703 each, totaling $2.6 million. RSD originally stated the units were not included in the project worksheet. When shown c
	 44 CFR 206.223(a)(3). FEMA’s Public Assistance Guide, FEMA 322, October 1999, page 25.  44 CFR 13.22(a). 
	15
	16 
	17
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	owners of the units. Figure 3 shows the timeline for the portable school buildings from lease inception to award of Alternate Project 19166. 

	Figure 3. Timeline of Portable School Buildings from Lease to Award 
	Figure 3. Timeline of Portable School Buildings from Lease to Award 
	October 1999 Lease AgreementSigned June 2005 Insurance CoverageConfirmed August2005 Hurricane Katrina October 2005 Leasing CompanyClaims Total Loss December 2005 Legal Counsel Retained and $397K Requested January2007 $439K Insurance Settlement Reached September2010 Alternate Project19166 Award 
	Source: OIG analysis of FEMA and RSD records 
	OPSB entered into an equipment lease for the eight portable units in October 1999. According to the lease terms, OPSB was responsible for paying the insurance premiums but the leasing company would receive any proceeds from the insurance policy for damages, such as those caused by Hurricane Katrina. 
	In October 2005, a representative of the leasing company stated the leasing company owned the units, and the units were a total loss due to wind and wind-driven rain caused by Hurricane Katrina. In December 2005, the leasing company retained legal counsel after extensive efforts to resolve its damage claim with OPSB. The leasing company requested $397,737 for damages to the leased units, and filed a lawsuit in the United States District Court for the Eastern District of Louisiana against the insurance compa
	Further, during our review of legal responsibility for the 8 portable school buildings, we identified 84 additional portable buildings included in Project 19166 valued at $35.2 million. Upon asking for proof of ownership for the 84 portable units, neither FEMA nor RSD could provide evidence verifying ownership or legal responsibility. In response to our request, FEMA officials stated, “typically FEMA establishes ownership or legal responsibility by collecting and reviewing titles, deeds, bill of sales, leas
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	Delayed and Recurring Damage Assessments Led to Increased Cost 
	Delayed and Recurring Damage Assessments Led to Increased Cost 
	According to Federal regulations, FEMA will restore an eligible facility to its pre-disaster design through either repair or replacement of the facility, but damages must be the direct result of a disaster to be eligible for FEMA financial  FEMA conducted initial damage assessments of 35 school facilities in April 2006 (about 8 months after Hurricane Katrina), which was reasonable given the disastrous conditions. However, FEMA performed multiple reassessments of the 35 facilities for years after the initial
	18
	assistance.
	19

	 
	 
	 
	Six underwent subsequent assessments that deemed them eligible for replacement between 30 and 50 months after the initial assessments of repair. 

	 
	 
	Twenty-six underwent subsequent assessments that deemed them eligible for replacement between 13 and 28 months after the initial assessments for repair. 

	 
	 
	Three underwent subsequent assessments that deemed them eligible for replacement between 10 and 12 months after the initial assessments for repair. 


	If a disaster-damaged facility remains unrepaired and exposed to weather and potential vandalism for an extended duration, it is likely the facility will deteriorate further. FEMA officials acknowledged this in documents pertaining to Livingston Middle School, stating, “Despite applicant’s prudent measures to protect their facility, but due to the catastrophic nature of the event, lack of resources, and a shortage of contractors, these measures fell short and left the building in a state of continuing decli
	 44 CFR 206.226(f)(1) – A facility is considered repairable when disaster damages do not exceed 50 percent of the cost of replacing a facility to its pre-disaster condition. 44 CFR 206.223(a)(1) – To be eligible for financial assistance, an item of work must be required as the result of the major disaster event. 
	18
	19 
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	FEMA performed multiple reassessments of all 35 facilities, ultimately resulting in their replacements instead of less costly repairs. In particular, eight of these facilities were reassessed two or more times. In accordance with FEMA policyand the CFR, the eight facilities were initially deemed eligible for repair because the cost of repairing them did not reach the 50 percent threshold for replacement. However, at the request of RSD, FEMA conducted several subsequent reassessments and finally determined t
	20 
	21

	For example, FEMA performed its initial damage assessment of Project 15174, Florence Chester Elementary School Classrooms, in May 2006. The result of the assessment estimated the repair cost at $296,700. A second assessment in February 2008, nearly 2 years later, increased the repair cost to $1,047,034, or 19 percent of replacement cost. Finally, in April 2009 — 3 years after the initial assessment — FEMA performed its final assessment. At that time, FEMA determined the repair cost was 51 percent of replace
	 FEMA Policy 9524.4, September 24, 1998 - Construction cost refers to only those costs allowed in the numerator (repair cost) and denominator (replacement cost) of the 50 Percent Rule calculation.  The construction cost to repair a facility is the cost of repairing disaster damage and does not include demolition of the entire facility (demolition essential to the repair only of the damaged elements may be included), design associated with upgrades, site work, applicable project management cost, contents, or
	20
	21
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	Table 4. Effect of Recurring Assessments on Repair versus Replace Decisions 
	Project Worksheet 
	Project Worksheet 
	Project Worksheet 
	Date of Assessment 
	Percentage Damage 
	Restoration Cost per CEF 

	Initial/Final Assessment Difference 
	Initial/Final Assessment Difference 

	13085 Lake Area Middle School Gym 
	13085 Lake Area Middle School Gym 
	July 2006 
	No percent given 
	$ 200,623 

	September 2007 
	September 2007 
	13% 
	334,146 

	December 2007 
	December 2007 
	31% 
	817,328 

	July 2010 
	July 2010 
	54% 
	$1,608,231 
	$ 1,407,608 

	12433 Carver Complex High School Gym 
	12433 Carver Complex High School Gym 
	June 2006 
	44% 
	$1,583,986 

	March 2007 
	March 2007 
	42% 
	2,374,717 

	August 2007 
	August 2007 
	53% 
	$8,484,139 
	$ 6,900,153 

	13469 Bradley Elementary School – Building A 
	13469 Bradley Elementary School – Building A 
	July 2006 
	42% 
	$1,991,994 

	November 2006 
	November 2006 
	44% 
	2,682,599 

	August 2007 
	August 2007 
	53% 
	$8,068,804 
	$ 6,076,810 

	14783 Florence Chester Elementary School Cafeteria 
	14783 Florence Chester Elementary School Cafeteria 
	October 2006 
	No percent given 
	$     91,109 

	February 2008 
	February 2008 
	27% 
	591,752 

	April 2009 
	April 2009 
	59% 
	$2,397,834 
	$ 2,306,725 

	15174 Florence Chester Elementary School Classrooms 
	15174 Florence Chester Elementary School Classrooms 
	May 2006 
	No percent given 
	$296,700 

	February 2008 
	February 2008 
	19% 
	1,047,034 

	April 2009 
	April 2009 
	51% 
	$8,193,710 
	$ 7,897,010 

	12141 Gregory High School – Building C 
	12141 Gregory High School – Building C 
	May 2006 
	No percent given 
	$ 684,053 

	February 2008 
	February 2008 
	31% 
	2,250,247 

	July 2009 
	July 2009 
	48% 
	3,355,008 

	August 2010 
	August 2010 
	55% 
	$8,066,930 
	$ 7,382,877 

	12948 Barbra Jordan Library 
	12948 Barbra Jordan Library 
	June 2006 
	No percent given 
	$   114,520 

	February 2008 
	February 2008 
	17% 
	444,062 

	June 2009 
	June 2009 
	71% 
	$1,090,690 
	$ 976,170 

	13286 Livingston Middle School – Building B 
	13286 Livingston Middle School – Building B 
	July 2006 
	41% 
	$567,481 

	February 2008 
	February 2008 
	40% 
	$1,013,718 

	May 2009 
	May 2009 
	54% 
	$2,256,356 
	$ 1,688,875 

	Total Difference 
	Total Difference 
	$34,636,228 


	Source: OIG analysis of project worksheet data on 
	LouisianaPA.com 

	FEMA’s recurring assessments for repair or replacement eligibility cast uncertainty over whether these 35 facilities were classified correctly since they were exposed to the elements and vandalism for as long as 5 years after the disaster occurred. As a result, FEMA cannot confirm Hurricane Katrina was the direct cause of damages discovered during the assessments and should review the 35 facilities and reclassify their eligibility for repair or replacement 
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	as appropriate. Additionally, FEMA should deobligate funds, as appropriate, based on the difference between the replacement and repair costs to prevent potential fraud, waste, and abuse of Federal funds. 


	Recommendations 
	Recommendations 
	Recommendation 1: We recommend the Regional Administrator, Federal Emergency Management Agency Region VI, deobligate $156.6 million from Alternate Project 19166 for ineligible funds it awarded for completed Quick Start schools and follow established Federal regulations and Federal Emergency Management Agency guidelines for obligating funds. 
	Recommendation 2: We recommend the Regional Administrator, Federal Emergency Management Agency Region VI, deobligate $57 million from Alternate Project 19166 for ineligible duplicated benefits the Recovery School District received from Community Development Block Grant funds and follow established Federal regulations and Federal Emergency Management Agency guidelines for preventing duplication of funds. 
	Recommendation 3: We recommend the Regional Administrator, Federal Emergency Management Agency Region VI, examine the seven Community Development Block Grant applications valued at $27.5 million, which failed to detail the scope of work to ensure no duplication exists. 
	Recommendation 4: We recommend the Regional Administrator, Federal Emergency Management Agency Region VI, deobligate $2.6 million from Alternate Project 19166, as agreed, for ineligible cost for portable school buildings, which were not the legal responsibility of the Recovery School District. 
	Recommendation 5: We recommend the Regional Administrator, Federal Emergency Management Agency Region VI, collect and review titles, deeds, bills of sale, or leases to verify ownership and eligibility of the remaining 84 portable units valued at $35.2 million, and deobligate funds accordingly. 
	Recommendation 6: We recommend the Regional Administrator, Federal Emergency Management Agency Region VI, validate an applicant’s ownership and legal responsibility for work items to avoid awarding ineligible funding. 
	Recommendation 7: We recommend the Regional Administrator, Federal Emergency Management Agency Region VI, to implement policies and procedures to specify a reasonable timeframe to assess damages comprehensively. 
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	Recommendation 8: We recommend the Regional Administrator, Federal Emergency Management Agency Region VI, re-evaluate documented proof of assessments for the 35 identified projects; reclassify them, as appropriate, to repair-eligible; and deobligate the cost difference as appropriate. 

	Management Comments and OIG Analysis 
	Management Comments and OIG Analysis 
	FEMA provided its written response to the report on July 7, 2020. FEMA concurred with recommendations 2 through 7, but did not concur with recommendations 1 and 8. We received technical comments on the draft report, including information FEMA did not provide during the course of the audit, and revised the report as appropriate. This included revising the recommended amount of deobligation in recommendation 1. As a reminder, it is important for the auditee to provide accurate and complete information during 
	FEMA Comments to Recommendation #1: FEMA did not concur with the recommendation, stating the FEMA Region VI Administrator affirmed the cost per square foot (SF) and the application of the 50 Percent Rule are reasonable. FEMA’s management response details the steps taken to affirm costs in support of the application of the 50 Percent Rule. 
	In summary, FEMA validated the $267.67 per SF construction cost, using: 
	(1) competitive low bids for four RSD Quick Start Schools, (2) FEMA’s analysis of 16 local contracts/17 facilities for unit cost information, and (3) regional and national historical unit cost information provided by School Planning and Management Magazine’s “2009 Annual School Construction Report,” published in February 2009. 
	In order to reevaluate the 50 Percent Rule after applying the updated $267.67 per square foot to each facility, FEMA would need to reevaluate cost eligibility and the 50 Percent Rule for each of the 143 facilities. Although this action would change the eligibility determinations for some facilities from replacement-eligible to repair-eligible, FEMA believed doing so requires changing the history and the context of the intent under Section 552 of the Omnibus Bill. 
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	The Omnibus Bill did not include provisions for a retroactive analysis of critical eligibility determinations. As Section 552 of the Omnibus Bill eventually became the foundation for Section 1102 of the Sandy Recovery Improvement Act (SRIA) of 2013 (Public Law 113-2), signed by the President on January 29, 2013, FEMA references SRIA to further clarify the intent of Section 552 of the Omnibus Bill. 
	Section 1102 of SRIA revised the Stafford Act by creating a new Section 428, which allowed FEMA to implement certain provisions as a pilot program until the regulations could be changed. The goals of FEMA’s SRIA Public Assistance Alternate Procedures are to: (1) reduce costs to the Federal Government, 
	(2) increase flexibility in the administration of assistance, (3) expedite the delivery of recovery funds, and (4) provide financial incentives for timely and cost-effective completion of Public Assistance funded projects. FEMA requested that OIG consider this recommendation resolved and closed. 
	OIG Analysis of FEMA’s Response: We partially agree with FEMA’s comments and actions taken. Therefore, this recommendation is unresolved and open. We agree FEMA properly validated the $267.67 square footage cost used for the uncompleted work. However, we disagree FEMA can use the $267.67 to determine obligated costs for the completed Quick Start schools. 
	FEMA properly validated the $267.67 square footage cost used for the uncompleted work. In its management response, FEMA provided additional evidence concerning the total square footage of 581,804 for the completed Quick Start schools. We agree the $265.92 and $250.41 per square foot are within 10 percent of the RSD-requested $267.67 and can be used as an estimate to obligate funding for uncompleted construction. As such, we no longer question $117.4 million in costs for uncompleted work.
	22 

	However, FEMA’s own policies do not authorize use of the estimated $267.67 for the completed Quick Start schools. Initially, the finding and recommendation addressed both completed (Quick Start schools) and uncompleted construction. The version of the CEF guide cited by FEMA in its comments states, to qualify for CEF consideration, a project must be less than 50 percent complete, or take 4 or more months to be 90 percent complete. If a large project does not meet this standard, FEMA should use actual costs 
	funding.
	23

	FEMA obligated $178.7 million for uncompleted work.  However, in that amount, FEMA included $61.3 million for the already completed Quick Start schools.  Since we are not questioning uncompleted work due to FEMA’s additional evidence, the $61.3 million should be included in the questioned costs for the completed Quick Start schools.   The same approach applies under the version of the CEF guide in place when FEMA approved Alternative Project 19166, which states that, to qualify for CEF consideration, a proj
	22 
	23 
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	grant amounts are based on actual costs if the subgrantee completes the work at the time of the request for public assistance. Prior to RSD’s $267.67 square footage request, it completed three of the four schools, and nearly completed the fourth school. FEMA also validated the completions in its official comments, stating that prior to obligation of Alternate Project 19166 in 2010, FEMA used the estimated final costs and square footage for the four RSD Quick Start schools in Orleans Parish as one factor for
	Based on the additional evidence FEMA provided with its management response, we revised recommendation 1. Specifically, we reduced the recommended deobligation by $117.4 million to reflect FEMA’s proper validation of the $267.67 square footage cost used for the uncompleted work. However, we continue to recommend FEMA deobligate $156.6 million from Project 19166, which is the increase in completed work funding for the Quick Start schools when FEMA transferred the scope of work from Alternate Project 18597 to
	When FEMA provides a response with an estimated completion date, evidence of actions taken to address why funding for completed work was increased $156.6 million, and its actions to deobligate that funding, we will reconsider the recommendation for resolution and closure. 
	FEMA Comments to Recommendation #2: FEMA concurred with the recommendation. The FEMA Region VI Administrator will examine the 19 Community Development Block Grant (CDBG) projects and will take corrective measures for any FEMA-funded scope of work duplicated by CDBG funding to prevent a duplication of benefits. Estimated Completion Date (ECD): May 31, 2021. 
	OIG Analysis of FEMA’s Response: FEMA’s actions are responsive to the intent of the recommendation. This recommendation will remain resolved and open with a target completion date of May 31, 2021. 
	FEMA Comments to Recommendation #3: FEMA concurred with the recommendation. The FEMA Region VI Administrator will examine the seven CDBG projects. FEMA will take corrective measures for any FEMA-funded scope of work duplicated by CDBG funding to prevent a duplication of benefits. ECD: May 31, 2021. 
	OIG Analysis of FEMA’s Response: FEMA’s actions are responsive to the intent of the recommendation. This recommendation will remain resolved and open with a target completion date of May 31, 2021. 
	FEMA Comments to Recommendation #4: FEMA concurred with the recommendation. The FEMA Region VI Administrator will review 
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	documentation for the eight portable school buildings, including legal responsibility and insurance offset issues. FEMA will take corrective measures as needed. ECD: November 30, 2020. 
	OIG Analysis of FEMA’s Response: FEMA’s actions are responsive to the intent of the recommendation. This recommendation will remain resolved and open with a target completion date of November 30, 2020. 
	FEMA Comments to Recommendation #5: FEMA concurred with the recommendation. The FEMA Region VI Administrator will review available documentation to confirm the 84 portable units were the legal responsibility of New Orleans Public School System/RSD at the time of the declared disaster. If any portable units are determined not to have been the legal responsibility of the Orleans Parish School Board or Recovery School District, FEMA will deobligate corresponding funding. ECD: May 31, 2021. 
	-

	OIG Analysis of FEMA’s Response: FEMA’s actions are responsive to the intent of the recommendation. This recommendation will remain resolved and open with a target completion date of May 31, 2021. 
	FEMA Comments to Recommendation #6: FEMA concurred with the recommendation. The FEMA Region VI Administrator follows established Federal and state laws and regulations when validating an applicant’s ownership and legal responsibility for work items. FEMA will institute a regional briefing to educate FEMA staff on ownership and legal responsibility validation. ECD: May 31, 2021. 
	OIG Analysis of FEMA’s Response: FEMA’s actions are responsive to the intent of the recommendation. This recommendation will remain resolved and open with a target completion date of May 31, 2021. 
	FEMA Comments to Recommendation #7: FEMA concurred with the recommendation. The FEMA Region VI Administrator will provide information on agency policy changes instituted since Hurricane Katrina in 2005. The updated policy will address the timeframe for an applicant to report damage to FEMA. ECD: November 30, 2020. 
	OIG Analysis of FEMA’s Response: FEMA’s actions are responsive to the intent of the recommendation. This recommendation will remain resolved and open with a target completion date of November 30, 2020. 
	FEMA Comments to Recommendation #8: FEMA did not concur with the recommendation. In summary, FEMA stated the FEMA Region VI Administrator affirms its eligibility determinations, which established the 35 facilities as replacement-eligible following a comprehensive assessment of each 
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	structure. Further, FEMA stated it is important to note that these 35 projects are included in the 143 brick and mortar replacement facilities discussed in the response to recommendation 1. 
	OIG Analysis of FEMA’s Response: We disagree with FEMA’s comments and actions taken as they do not address our concerns regarding the frequency, duration, and outcome of the damage assessments. Therefore, this recommendation is unresolved and open. 
	We agree the 35 projects are included in the 143 brick and mortar replacement facilities discussed in the response to recommendation 1. However, this point does not address our finding regarding repair versus replacement decisions. Furthermore, the letter issued by the City of New Orleans Chief Electrical Inspector on October 25, 2005, does not justify the repeated assessments by FEMA. At the time of the initial damage assessments, FEMA was aware that electrical equipment required replacement and should hav
	When FEMA provides a response that addresses our concerns regarding the frequency, duration, and outcome of the damage assessments along with an estimated completion date and evidence of actions taken, we will reconsider the recommendation for resolution and closure. 
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	Appendix A Objective, Scope, and Methodology 
	Appendix A Objective, Scope, and Methodology 
	Department of Homeland Security Office of Inspector General was established by the Homeland Security Act of 2002 (Public Law 107–296) by amendment to the Inspector General Act of 1978. We audited FEMA Public Assistance Program grant funds awarded to RSD (Public Assistance Identification Number 033-UA9M2-00). Our audit objective was to determine whether RSD accounted for and expended FEMA funds according to Federal regulations. 
	As of October 27, 2016, the Recovery School District received a Public Assistance award of $1.5 billion (net) for damages resulting from Hurricane Katrina, FEMA Disaster Number 1603-DR-LA, that occurred in August 2005. Our audit scope covered the period August 29, 2005, through October 27, 2016. The award provided 100 percent funding for 281 large projects and 865 small  We audited one large project totaling $1.3 billion, or 87 percent of the funds awarded to RSD. 
	projects.
	24

	We selected our sample of projects for testing from a universe of projects downloaded from FEMA’s computerized information system (EMMIE) and verified payments and claimed costs were supported by source documents. We did not rely on or test the data from the system; however, we deemed it sufficient to answer our audit objective. We compared FEMA awarded cost to state payments and subgrantee claimed cost, and verified the payments and claimed cost were supported by source documents. 
	We interviewed FEMA, Louisiana, and RSD officials; gained an understanding of RSD’s method of accounting for disaster-related cost; reviewed RSD’s procurement policies and procedures and contracting documents; and judgmentally selected and reviewed (generally based on dollar values) project cost and procurement transactions for the projects. We also performed other procedures necessary to accomplish our objective. We gained an understanding of RSD’s method of accounting for disaster-related cost and its pol
	We conducted this performance audit between October 2016 and May 2018, under the authority of the Inspector General Act of 1978, as amended, and according to generally accepted government auditing standards. Those standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions based upon our audit objective. We believe the evidence obtained 
	 At the time of the 2005 disaster, the large project threshold was $55,500. 
	24
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	provides a reasonable basis for our findings and conclusions based upon our audit objective. We conducted this audit by applying the statutes, regulations, and FEMA policies and guidelines in effect at the time of the disaster. 
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	Appendix B FEMA’s Management Response to Draft Report 
	Appendix B FEMA’s Management Response to Draft Report 
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	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Figure
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	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Figure
	25   OIG-20-63 
	25   OIG-20-63 
	www.oig.dhs.gov 



	Figure
	OFFICE OF INSPECTOR GENERAL 
	Department of Homeland Security 

	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Figure
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	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Figure
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	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Figure
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	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Figure
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	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Figure
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	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Appendix B FEMA’s Management Response to Draft Report (continued) 
	Figure
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	Appendix C Potential Monetary Benefits 
	Appendix C Potential Monetary Benefits 
	Table 5. Project Audited and Questioned Cost 
	Table 5. Project Audited and Questioned Cost 
	Project Number 
	Project Number 
	Project Number 
	Category of Work -Project Scope25 
	Amount Awarded 
	Amount Claimed 
	Total Questioned Cost 

	19166 
	19166 
	E-Recovery School District Buildings and Facilities 
	$1,157,160,833 
	$967,625,282 
	$216,263,416 

	Totals 
	Totals 
	$1,157,160,833 
	$967,625,282 
	$216,263,416 


	Source: OIG analysis of FEMA and RSD records 

	Table 6. Summary of Potential Monetary Benefits 
	Table 6. Summary of Potential Monetary Benefits 
	Type of Potential Monetary Benefit 
	Type of Potential Monetary Benefit 
	Type of Potential Monetary Benefit 
	Rec. No. 
	Amounts 
	Federal Share 

	Questioned Cost – Ineligible 
	Questioned Cost – Ineligible 
	1,2,4 
	$216,263,416 
	$216,263,416 

	Funds Put to Better Use 
	Funds Put to Better Use 
	0
	 0 

	Totals 
	Totals 
	$216,263,416 
	$216,263,416 


	Source: OIG analysis of findings in this report 
	 FEMA classifies disaster-related work by type: debris removal (Category A), emergency protective measures (Category B), and permanent work (Categories C through G). 
	25
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	SUBJECT: Pre-Disaster Debris Removal Contracts in Florida 
	For your information is our final report, Pre-Disaster Debris Removal Contracts in Florida. We are providing this report to make FEMA aware of our observations and other issues brought to our attention by several Florida counties, cities, and municipalities concerning pre-disaster debris removal contracts. This report contains no recommendations and, as such, we consider this review closed. 
	Consistent with our responsibility under the Inspector General Act, we will provide copies of our report to congressional committees with oversight and appropriation responsibility over the Department of Homeland Security. We will post the report on our website for public dissemination. 
	Please call me with any questions, or your staff may contact Sondra McCauley, Assistant Inspector General for Audits, at (202) 981-6000. 
	cc: Deputy Associate Administrator, Office of Response and Recovery, FEMA 
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	Pre-Disaster Debris Removal Contracts in Florida 
	August 11, 2020 Why We Did This Review The Department of Homeland Security Office of Inspector General initiated a review of the response to Hurricane Irma. The objective was to assess the Federal Emergency Management Agency’s (FEMA) and the State of Florida’s response and recovery activities as a result of the major disaster declaration. During our review, we identified debris removal contract performance issues and concerns. This report discusses observations regarding the use of pre-disaster debris remov
	What We Found 
	What We Found 
	At least 50 Florida municipalities reported one or more contract performance issues with their pre-disaster debris removal contracts after Hurricane Irma made landfall in September 2017. Multiple factors, including a shortage of subcontractors and poor contracting practices, contributed to the costly delays. As a result, some locations in Florida experienced higher debris removal costs. 
	FEMA was generally unaware of which municipalities were experiencing debris removal contract issues in Florida. When localities reached out for assistance, FEMA did not have a method to track common issues. Without proper visibility, FEMA is unable to identify, assess, respond, and report on risks as they emerge during disaster recovery operations. 
	Finally, FEMA did not require proper documentation to support debris removal costs. This lapse in process occurred because FEMA provided insufficient training to FEMA officials responsible for reviewing public assistance projects. As a result, FEMA reimbursed $14.1 million ($11.8 million in Federal cost share) for debris removal costs for five projects that were not adequately documented, and approved $20,989 in potentially ineligible costs. FEMA later provided supporting cost documentation, but as of July 

	FEMA Response 
	FEMA Response 
	This report contains no recommendations, so we consider the report closed. Although not required, FEMA provided written comments, which we have included in Appendix B. 
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	Background 
	When a disaster or emergency generates large amounts of debris, eligible recipients and subrecipients may request Public Assistance (PA) grant funding from the Federal Emergency Management Agency (FEMA) to offset expenses incurred for debris removal operations. According to FEMA’s Public Assistance Program and Policy Guide, FEMA is authorized to provide funding for debris removal activities eligible for reimbursement, including if the removal is in the public interest, based on whether the work: 
	1

	 eliminates immediate threats to lives, public health, and safety;  eliminates immediate threats of significant damage to improved public or private property;  ensures economic recovery of the affected community to the benefit of the community at large; or  mitigates risk to life and property by removing substantially damaged structures and associated structures. 
	Debris removal costs can be significant, averaging about one-third of total damage costs per hurricane. Debris includes, but is not limited to, vegetative debris, construction and demolition debris, sand, mud, silt, gravel, rocks, boulders, and vehicle and vessel wreckage. 
	2

	Hurricane Irma’s Impact on Florida 
	Hurricane Irma’s Impact on Florida 
	On September 10, 2017, the President approved a Major Disaster Declaration (DR-4337-FL) when Hurricane Irma struck the State of Florida. FEMA approved the State of Florida for reimbursement of debris removal costs (Category A) for all 67 counties after Hurricane Irma. As of May 2019, 661 municipalities reported $1.39 billion in estimated debris removal costs related to Hurricane Irma. 
	3

	 Recipients can be states, territories, or tribal entities, while subrecipients are applicants, .such as municipalities, that receive sub-awards from pass-through entities (recipients) to carry .out part of a Federal program. . Based on our analysis of FEMA PA Summary (S.5) Reports for DR 1539 FL, DR 1545 FL, DR. 1551 FL, DR 1609 FL, DR 1792 LA, DR 4019 NC, and DR 4086 NJ.. To facilitate the processing of PA funding, FEMA separates Emergency Work (immediate. threat) into two categories: (A) Debris removal a
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	Figure 1 illustrates our observations of roadside debris 3 months after Hurricane Irma made landfall. 
	Federal Reimbursement of Debris Removal Costs FEMA’s Public Assistance Program and Policy Guide provides guidance to state and local entities for all PA programs, including debris removal. According to PA guidance, FEMA will reimburse state and local entities 75 percent of eligible debris removal costs from Federal funding. The remaining 25 percent is the non-Federal cost share, which is the responsibility of the state or local entity. In October 2017, the President authorized a 90 percent Federal cost shar
	documentation serves as the basis for the project FEMA uses to review eligibility, assess reasonableness of costs, and ultimately authorize grant reimbursements to state and local entities. 
	On August 23, 2019, the President amended the Hurricane Irma disaster declarations of September 10, 2017, and October 2, 2017, to authorize a 90 percent Federal cost share for all categories of PA, including debris removal, except assistance previously approved at 100 percent.  
	On August 23, 2019, the President amended the Hurricane Irma disaster declarations of September 10, 2017, and October 2, 2017, to authorize a 90 percent Federal cost share for all categories of PA, including debris removal, except assistance previously approved at 100 percent.  
	4 
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	Federal and FEMA Procurement Guidance 
	Federal and FEMA Procurement Guidance 
	According to FEMA’s PA guidance, state, territorial, tribal, and local governments are encouraged to establish written procedures and guidance for managing debris in an expeditious, efficient, and environmentally sound manner. FEMA refers to these procedures as a debris management plan. Additionally, Federal law authorizes FEMA to provide an incentive to encourage local governments to submit a debris management plan with one or more prequalified debris removal contractors. A pre-qualified contractor is one 
	5

	In addition, some local governments may opt to negotiate one or more predisaster contracts before a disaster strikes. Based on the local government’s procurement process, the best-qualified bid would be selected as the primary pre-disaster contract. FEMA defines a pre-disaster contract as a contract that the local government procures prior to the incident period, in anticipation of a disaster, with a scope of work that covers goods or services to support recovery efforts. In contrast, a post-disaster contra
	-

	 Establishing pre-qualified debris removal contractors is a requirement for entities electing to participate in the Public Assistance Alternative Procedures (PAAP) pilot.  42 United States Code (U.S.C.) § 5189f(e)(2)(E); see also 42 U.S.C. § 5189f(a) and (b) (providing FEMA with the authority to establish public assistance alternative procedures).  For more information on the PAAP pilot, see FEMA’s Public Assistance Alternative Procedures Pilot Program Guide for Debris Removal (Version 5) (June 28, 2017). 
	5
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	FEMA’s Procurement Disaster Assistance Team 
	FEMA’s Procurement Disaster Assistance Team 
	The Procurement Disaster Assistance Team’s (PDAT) mission is to ensure that FEMA personnel and nonprofit, local, tribal, state, regional, and national emergency management personnel are familiar with the Federal procurement standards applicable to FEMA’s PA disaster grants to facilitate compliance with these standards. FEMA created PDAT in response to our February 2014 report recommendations. Specifically, we found instances when FEMA personnel provided incomplete and, at times, inaccurate information to PA
	6

	The PDAT consists of nine attorneys who deploy directly to the field during the disaster recovery phase to provide real-time training, guidance, and reference materials to municipalities affected by a disaster.  The PDAT may also provide training to deployed PA staff to help identify and remedy procurement issues that may arise when a municipality solicits and awards contracts. The PDAT does not approve debris removal rates for local governments, nor did it provide sample contracts after Hurricane Irma, as 
	7

	Results of Review 
	At least 50 Florida municipalities reported one or more contract performance issues with their pre-disaster debris removal contracts after Hurricane Irma made landfall in September 2017. Multiple factors, including a shortage of subcontractors and poor contracting practices, contributed to the costly delays. As a result, some locations in Florida experienced higher debris removal costs. 
	FEMA was generally unaware of which municipalities were experiencing debris removal contract issues in Florida. When localities reached out for assistance, FEMA did not have a method to track common issues. Without proper visibility, FEMA is unable to identify, assess, respond to, and report on risks as they emerge during disaster recovery operations. 
	Finally, FEMA did not require proper documentation to support debris removal costs. This lapse in process occurred because FEMA provided insufficient 
	FEMA’s Dissemination of Procurement Advice Early in Disaster Response Periods, OIG-14-46D, February 28, 2014 The phases of emergency management include (1) mitigation, (2) preparedness, (3) response, and (4) recovery.  The disaster recovery phase includes actions taken to return to a normal or improved operating condition following a disaster. 
	FEMA’s Dissemination of Procurement Advice Early in Disaster Response Periods, OIG-14-46D, February 28, 2014 The phases of emergency management include (1) mitigation, (2) preparedness, (3) response, and (4) recovery.  The disaster recovery phase includes actions taken to return to a normal or improved operating condition following a disaster. 
	FEMA’s Dissemination of Procurement Advice Early in Disaster Response Periods, OIG-14-46D, February 28, 2014 The phases of emergency management include (1) mitigation, (2) preparedness, (3) response, and (4) recovery.  The disaster recovery phase includes actions taken to return to a normal or improved operating condition following a disaster. 
	6 
	-
	7 
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	training to FEMA officials responsible for reviewing PA projects. As a result, FEMA reimbursed $14.1 million ($11.8 million in Federal cost share) for debris removal costs for five projects that were not adequately documented, and approved $20,989 in potentially ineligible costs. FEMA later provided supporting cost documentation, but as of July 2020, FEMA had not included the documentation in its systems of record. 
	Debris Removal Contract Performance Issues 
	At least 50 Florida municipalities reported one or more contract performance issues with their pre-disaster debris removal contracts after Hurricane Irma made landfall. Multiple factors, including a shortage of subcontractors and poor contracting practices, contributed to the costly delays. As a result, some locations in Florida experienced higher debris removal costs. 

	Types of Contract Issues Reported by Municipalities 
	Types of Contract Issues Reported by Municipalities 
	Federal law authorizes FEMA to provide an incentive to encourage local governments to submit a debris management plan with one or more prequalified debris removal contractors. Local governments may also opt to negotiate one or more pre-disaster contracts. 
	-

	In Florida, some local governments went beyond Federal guidelines and negotiated one or more pre-disaster debris removal contracts. However, these contracts did not perform as intended after Hurricane Irma. At least 50 Florida municipalities reported one or more performance issues with their pre-disaster debris removal contracts established prior to the hurricane. Issues included primary pre-disaster contracts not being honored in 22 of 50 municipalities, and additional pre-disaster contracts not being hono
	Figure 2 illustrates the types of contract issues reported by municipalities. Appendix C, table 1, provides additional details by municipality about the performance issues. 
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	10 19 22 43 50 0 10 20 30 40 50 No Pre-Disaster Contracts Honored Pre-Disaster Contractor Requested Modification Primary Pre-Disaster Contract not Honored Performance Deficiencies Total Figure 2. Debris Removal Contract Issues Reported 
	Source: DHS OIG analysis of information provided by Florida municipalities.   .*The total number of issues listed is more than the number of municipalities because some. municipalities expressed multiple issues. .
	These 50 municipalities established pre-disaster debris removal contracts in efforts to secure lower rates and have debris removal contractors readily available immediately after a disaster. However, in some instances, municipalities competing new contracts at higher post-disaster market rates drove up the cost for subcontractors. As a result, contractors reported they could not retain the subcontractors based on pre-disaster negotiated rates. 
	Some municipalities provided detailed accounts of their struggles to obtain and retain debris removal contractors immediately following Hurricane Irma. 
	. Municipality #34 reported it had two pre-disaster contracts for debris collection. Its primary pre-disaster contractor informed Municipality #34 in September 2017 it was unable to perform because it lacked resources, such as equipment or equipment operators, immediately after the disaster; Municipality #34 later canceled the contract.  The other predisaster contractor provided services in September 2017, but also lacked sufficient equipment and operators. Consequently, the municipality executed post-disa
	-

	. Municipality #48 reported it executed five pre-disaster contracts, but none of the contractors could obtain the equipment or equipment operators necessary to fulfill the contract terms. In September 2017, two contractors indicated that their subcontractors were leaving in favor of higher paying post-disaster contracts after achieving minor progress in removing debris. As a result, the municipality modified the contracts to increase prices and retain the two subcontractors. 
	. Municipality #4 executed six pre-disaster debris removal contracts; 
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	however, its primary contractor was unresponsive to calls and the secondary contractor left 5 days after Hurricane Irma occurred. The contractor claimed the municipality did not have enough debris and that it preferred to deploy its resources elsewhere. The other four pre-disaster debris removal contractors could not find equipment and equipment operators to execute removal operations, and were ultimately unable to provide any services to the municipality. In October 2017, the municipality entered into a po
	Municipalities that reported performance issues with their pre-disaster debris removal contracts negotiated new contracts, modified existing pre-disaster contracts at higher rates, used local government workers to remove debris, or waited weeks for pre-disaster contractors to respond. 
	Figure 3 illustrates the actions taken by local governments to address debris removal contractor shortages. Appendix C, table 2, provides additional details of the actions taken by local governments to address this problem. 
	23 18 12 5 24 0 5 10 15 20 25 30 Used Local Government Workers Procured Post-Disaster Contract(s) Used Non-Primary Pre-Disaster Contract in addition to or in lieu of Primary Pre-Disaster Contract Increased Pre-Disaster Rates Used Contractor that Honored Pre-Disaster Rates Figure 3. Actions Taken by Local Governments to Address Debris Removal Contractor Shortages 
	Source: DHS OIG analysis of information provided by local municipalities in Florida.. *Note: The total number of actions taken is more than 50, because some municipalities took. one or more actions.. 
	Some municipalities provided detailed accounts of actions taken to address debris removal contractor shortages following Hurricane Irma. 
	. Of the 50 municipalities that experienced contract-related performance issues, 23 municipalities told us they used local government workers for debris removal. In some instances, municipalities used local government workers because the pre-disaster contractors did not show up or provided insufficient resources. For instance, Municipality #11 told us 
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	that a week after the storm, its pre-disaster contractor communicated that it would be unable to provide trucks for at least 2 more weeks. The municipality decided to remove all storm-generated debris with its own forces. 
	. Eighteen municipalities negotiated new contracts, six at higher rates. For example, in October 2017, Municipality #13 issued three new debris removal contracts to replace its pre-disaster contractor, resulting in a cost increase of approximately $13.44 per cubic yard to remove debris. 
	. Twelve municipalities used a pre-disaster contractor other than the primary when the primary pre-disaster contractor could not fully perform the necessary debris removal activities. For 9 of the 12 municipalities, using pre-disaster contractors other than the primary contractors increased debris removal costs. For example, Municipality #19 never received a response from its primary pre-disaster contractor, but its secondary pre-disaster contractor was able to assist with debris removal services at a rate
	. Five municipalities modified their pre-disaster contracts, resulting in increased rates of as much as $8.00 more per cubic yard than the predisaster rates. 
	-

	. For 24 municipalities, the pre-disaster contractors ultimately honored their pre-disaster contracts at the previously negotiated rates. Many of these contractors provided some services immediately after the disaster, but fully performed only after completing work in other municipalities that paid higher post-disaster rates. 
	Multiple Factors Contributed to Pre-Disaster Debris Removal Contract Issues 
	We found that a shortage of subcontractors and poorly defined or missing contract provisions may have contributed to the debris removal contract issues in Florida. 
	National Shortage of Subcontractors 
	National Shortage of Subcontractors 

	Within a 3-week period in 2017, Hurricanes Harvey and Irma made landfall in Texas, Florida, and Georgia, causing widespread flooding and powerful winds. Soon after, Hurricane Maria affected Puerto Rico and the U.S. Virgin Islands. According to FEMA Office of Chief Counsel (OCC) officials, contractors in Florida said that these major storms occurring within weeks of each other caused a nationwide shortage of debris removal subcontractors and equipment, preventing them from honoring the pre-disaster contracts
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	told OCC that it contacted or attempted to contact each of the subcontractors in its collective network, and sought referrals for outside subcontractors. However, the contractor claimed that the unprecedented volume and geographically disbursed demand for debris removal services exceeded the capacity of available subcontractor equipment or equipment operators. In addition, the contractor asserted that subcontractors had fled to jurisdictions that were paying higher rates, exacerbating the shortage of availa
	8 

	Missing Contract Provisions and Poorly Defined Contract Terms 
	Missing Contract Provisions and Poorly Defined Contract Terms 

	Missing provisions and poorly defined contract terms may have contributed to delays and contract disputes in Florida. Applicable Federal regulations require federally funded non-Federal entity contracts to include specific provisions to allow a municipality to opt out of a contract for cause or convenience.
	9 

	We reviewed 34 pre- and 9 post-disaster contracts (43 total) to determine whether any of them described consequences of breach of contract, and addressed contract termination for cause or  Appendix C, table 3, provides additional details on these 43 contracts. Of the 43 contracts we reviewed, 12 were missing provisions to terminate for cause or convenience. Without such provisions, a municipality has limited options when a contractor does not perform as expected. 
	10
	convenience.
	11

	We also reviewed the contracts to determine whether they stipulated milestones or timeframes for debris removal. Although not federally required, such milestones could help more clearly define terms for contract performance. In fact, prior FEMA guidance for debris management states that each contract should have a well-defined scope of work, specified costs, a basis of payment, 
	Management Alert – Observations of FEMA’s Debris Monitoring Efforts for Hurricane Irma, OIG18-85, September 2018.  2 Code of Federal Regulations (CFR) Pt. 200, App. II(B).  2 CFR Pt. 200, App. II(A) . 2 CFR Pt. 200, App. II(B). 
	Management Alert – Observations of FEMA’s Debris Monitoring Efforts for Hurricane Irma, OIG18-85, September 2018.  2 Code of Federal Regulations (CFR) Pt. 200, App. II(B).  2 CFR Pt. 200, App. II(A) . 2 CFR Pt. 200, App. II(B). 
	Management Alert – Observations of FEMA’s Debris Monitoring Efforts for Hurricane Irma, OIG18-85, September 2018.  2 Code of Federal Regulations (CFR) Pt. 200, App. II(B).  2 CFR Pt. 200, App. II(A) . 2 CFR Pt. 200, App. II(B). 
	8 
	-
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	10
	11
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	and a performance schedule. We determined that 28 of the 43 contracts did not establish timeframes for completing debris removal. Additionally, 32 of the 43 contracts did not include specific performance milestones for debris collection, such as committing the contractor to collect a minimum amount of debris in a set number of calendar days. Figure 4 contains an excerpt regarding performance terms. 
	12,13
	14

	Artifact
	In this contract, the term “reasonable timeframe” was not defined, leaving the contract terms open to interpretation. Furthermore, according to State officials, some contractors agreed to honor existing pre-disaster contracts after performing work for higher paying municipalities first. We asked State officials for a list of debris removal contractors that did not honor their pre-disaster contracts, but did not receive a reply by the end of our fieldwork in August 2019. Ultimately, affected municipalities w
	 Debris Management Brochure, FEMA-329 (June 29, 2006)  Our report, Management Alert Observations of FEMA’s Debris Monitoring Efforts for Hurricane Irma (OIG-18-85, September 2018), describes other instances where FEMA’s Public Assistance Program and Policy Guide does not provide adequate guidance for disaster management after FEMA consolidated older, more detailed guides.  As of October 2018, only 6 of these 43 debris removal contracts had undergone FEMA review. 
	12
	13
	14
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	Debris Removal Delays Increased Costs 
	Debris Removal Delays Increased Costs 
	Some municipalities experienced increased debris removal costs. Of the 50 municipalities within our scope, 13 experienced price increases when contractors did not honor their pre-disaster contracts and the municipalities instead used other contractors. Rate increases ranged from $0.05 to $16.94 per cubic yard of debris removed, or a .3 percent to 109.6 percent increase in cost. Appendix C, table 4, provides additional details on the per cubic yard rates charged. For example, Municipality #49 resorted to usi
	FEMA Did Not Track the Extent of Debris Removal Issues in Florida 
	According to the Post-Katrina Emergency Management Reform Act of 2006, FEMA is responsible for providing state, territorial, tribal, and local governments with the Federal leadership necessary to prepare for, protect against, respond to, recover from, or mitigate against  This responsibility includes supervising grant programs. Additionally, Office of Management and Budget Circular A-123 reminds Federal leaders and managers that they are responsible for implementing management practices that identify, asses
	disasters.
	15
	Guide
	16 

	FEMA officials were generally unaware of which municipalities were experiencing debris removal issues during the Hurricane Irma response and recovery phase. For example, according to the Hurricane Irma Federal Coordinating Official, FEMA had not identified debris removal contractor performance as an issue as of October 26, 2017, almost 7 weeks after the Federal disaster declaration and start of debris removal activities. This official agreed that tracking common issues across a disaster could be beneficial 
	 6 U.S.C. § 314(a) Management Alert Observations of FEMA’s Debris Monitoring Efforts for Hurricane Irma, OIG18-85, September 2018 
	15
	16 
	-
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	While FEMA was responsive by providing guidance and information to municipalities when requested, it did not have a formal method to track and address common debris issues. For example, FEMA’s PDAT received requests from 13 municipalities on debris contract-related topics, including 7 municipalities that requested FEMA perform a review of debris-related contracts and 6 municipalities that submitted various procurement related In response, PDAT provided these municipalities with information, such as the prop
	questions.
	17 
	-
	determinations.
	18

	The PDAT also provided Federal procurement information to entities that attended its training sessions. We determined that 22 of the 50 municipalities with debris removal contract issues attended a PDAT training session between October and November 2017. However, FEMA JFO did not have any documentation of issues or concerns raised by these entities. FEMA officials in Florida were unaware of the extent to which the debris removal contract issues affected local governments and disseminated procurement guidanc
	FEMA Obligated Funds without Supporting Documentation 
	According to Federal procurement regulations and FEMA’s PA guide, all procurement transactions must be conducted in a manner providing full and open  Additionally, procurement regulations require that FEMA review supporting documentation to determine the eligible amount for which each large project can be reimbursed before approving eligible  To 
	competition.
	19
	costs.
	20

	 Of the municipalities included in this review, municipalities #31 and #45 requested PDAT. assistance.. The FEMA Federal Coordinating Officer for Hurricane Harvey (DR-4332-TX) signed the memo. Debris Removal Contracts and Price Amendments FEMA-4332-DR-TX on September 15, 2017.. Appendix D contains a copy of the memo..  2 CFR § 200.319(a).  44 CFR § 206.205(b)(2). 
	17
	18 
	19
	20
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	ensure these requirements are met, FEMA’s PA guide requires documentation substantiating that the work is eligible, and provides a list of information the municipality should submit to support costs claimed. 
	According to FEMA officials at the JFO, the program delivery manager is responsible for ensuring the municipality has uploaded all required documentation to FEMA’s grants management system before routing a project to the Consolidated Resource Center (CRC). The CRC staff is responsible for reviewing the project to determine whether there is sufficient documentation to support work eligibility and that contracts were procured in accordance with Federal requirements in order to recommend reimbursement. The CRC
	However, FEMA officials at the CRC and the JFO did not always follow these procedures for requiring proper documentation when reviewing debris removal projects for reimbursement. As of October 2018, 4 of the 50 municipalities in our review submitted 8 debris removal projects for reimbursement, totaling $18,743,659 ($15,645,306 Federal cost share). For 5 of the 8 projects, neither the FEMA Grants Manager nor the Emergency Management Mission Integrated Environment (EMMIE) systems contained documentation to su
	costs.
	21

	 invitations to bid; 
	 requests for proposal; 
	 bid tabulations and rankings; 
	 documented justifications for not using first ranked contractors; 
	 change orders; 
	 source documentation; or 
	 documented justifications for use of emergency or exigency 
	contracts. 
	Nonetheless, FEMA officials approved costs and obligated $14,095,875 ($11,802,254 Federal cost share) for the five projects that may not have been procured properly and may have included ineligible costs. Appendix E, table 5, provides additional details on these costs. 
	EMMIE is the official system of record for grant administration and funding.  The Grants Manager is a tool that complements EMMIE by automating and enhancing grant processing.  Grants Manager is used by FEMA employees to assign and track action throughout PA project development, and to collect all PA project-related information and documents.  The CRC Document Integrity Unit ensures all information and documentation in EMMIE matches the information and documentation in Grants Manager. 
	21 
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	Additionally, of the eight projects reviewed, we identified one instance when the CRC recommended for approval debris removal costs that were not supported by the executed contract. Specifically, Municipality #26 should have submitted a request for $488,201 based on the applicable contract terms. However, it submitted a request for reimbursement of $509,190. In this case, FEMA officials did not compare the claimed rate to the contract rate for accuracy and therefore approved $20,989 in potentially ineligibl
	According to a FEMA JFO official, failure by the CRC and JFO staff to follow FEMA procedures occurred because FEMA did not provide sufficient training to its employees to identify missing documentation to support claimed costs or to ensure the claims were reviewed at all. 
	Because FEMA did not require documentation to support costs, it may have approved ineligible costs. In total, FEMA reimbursed $14.1 million ($11.8 million in Federal cost share) for debris removal costs for five projects that were not adequately documented. Additionally, FEMA officials approved $20,989 in potentially ineligible costs. DHS OIG has an ongoing audit of debris removal procurements in Monroe County, Florida and will report on the results of the review. The objective of the review is to determine
	 22

	Management Comments and OIG Analysis 
	Because this report contains no recommendations, we consider it closed. Although not required, FEMA submitted a management response to the draft report, raising concerns regarding two of our observations. We have addressed those concerns below and included FEMA’s written response in Appendix B. 
	FEMA Comment:  The statement that “FEMA had not identified debris removal contractor performance as an issue as of October 26, 2017,” is incorrect. 
	Procurement of Debris Removal Services for Monroe County, FL, Following Hurricane Irma (18127-AUD-FEMA) 
	22 
	-
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	OIG Analysis: We disagree with FEMA’s assertion. According to Hurricane Irma JFO officials we interviewed from October 17-26, 2017, some applicants were experiencing debris removal issues. However, FEMA officials were unable to provide a comprehensive list of these applicants or their concerns. After numerous requests, FEMA’s PDAT provided email correspondence regarding 13 municipalities that had reached out to FEMA PDAT with questions or concerns, as discussed in this report. During the course of the audit
	FEMA Comment: In accordance with Federal regulations, PA grant program applicants are responsible for providing oversight of debris removal activities for which costs are claimed. Applicants must monitor these activities — including all contracted debris operations — to ensure work performed complies with applicable Federal requirements and claimed work and costs meet PA grant program eligibility criteria. 
	OIG Analysis: We disagree. Although the PA grant program requires applicants to monitor debris activity, FEMA is responsible for the overall performance of the PA program and the greater share of the costs. As FEMA stated in its response, FEMA staff are supposed to review and validate the documentation that applicants submit to FEMA to support their requests for funding. However, as we determined during this review, FEMA obligated $14.1 million in costs ($11.8 million in Federal cost share) for debris remov
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	Appendix A  Objective, Scope, and Methodology 
	The Department of Homeland Security Office of Inspector General was established by the Homeland Security Act of 2002 (Public Law 107−296) by amendment to the Inspector General Act of 1978. 
	We conducted a review of FEMA’s response to Hurricane Irma that occurred in Florida in September 2017. Our objective was to assess FEMA’s and the State of Florida’s response and recovery activities as a result of the major disaster declaration. During our review, we identified debris removal contract performance issues and concerns. This report discusses our observations regarding the use of pre-disaster debris removal contracts in Florida following Hurricane Irma. 
	To accomplish our objective, we reviewed Federal laws and regulations, and FEMA policies and procedures. We compiled, reviewed, analyzed, and summarized 8 projects, along with their supporting documentation, and 43 debris removal  We reviewed these contracts for two federally-required contract provisions and identified issues related to noncompliance with Federal procurement regulations. Additionally, we analyzed these contracts for provisions that are not federally required but may be beneficial to providi
	contracts.
	23

	 FEMA’s Dissemination of Procurement Advice Early in Disaster Response Periods, OIG-14-46-D, February 28, 2014; and  Management Alert—Observations of FEMA’s Debris Monitoring Efforts for Hurricane Irma, OIG-18-85, September 27, 2018. 
	During fieldwork, we asked FEMA to provide a list of municipalities affected by debris removal contract issues. However, FEMA officials stated they did not identify or track those municipalities. In the absence of FEMA records, we contacted 865 local government officials registered to receive Public Assistance grant funding in Florida for Hurricane Irma. We inquired whether they had 
	 As of October 2018, only 6 of these 43 debris removal contracts had undergone FEMA review. 
	23
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	experienced any debris removal issues. We received responses from 102 municipalities. Of the 102 municipalities, 50 reported issues directly related to debris removal contracts. For those municipalities that reported debris-related issues, we: 
	 determined whether the municipalities had pre-disaster debris removal contracts in place and if the contractors had honored those contracts;  obtained and reviewed relevant pre- and post-disaster debris removal contracts;  reviewed the pre-disaster contracts for two federally required contract provisions and five potentially beneficial contract provisions;  identified methods used to collect debris and changes in debris collection rates; and  reviewed FEMA’s Grants Manager and EMMIE systems to identif
	We conducted this review between October 2017 and April 2019 pursuant to the Inspector General Act of 1978, as amended, and in accordance with the Council of Inspectors General on Integrity and Excellence Quality Standards for Inspection and Evaluation. 
	Office of Audits major contributors to this report are Katherine Trimble, Deputy Assistant Inspector General for Audits; Yesi Starinsky, Director; Carlos Aviles, Audit Manager; Jason Jackson, Program Analyst; Lauren Bullis, Auditor; Angelica Esquerdo, Auditor; James Townsend, Program Analyst; Nicole Kraft, Independent Referencer; and Thomas Hamlin, Communications Analyst. 
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	Appendix B FEMA’s Comments 
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	Municipalities 
	Municipalities 
	Municipalities 
	Primary Pre-Disaster Contract not Honored 
	No Pre-Disaster Contracts Honored 
	Performance Deficiencies 
	Pre-Disaster Contractor Requested Modification 

	Municipality 1 
	Municipality 1 
	X 
	X 
	X 
	X 

	Municipality 2 
	Municipality 2 
	X 

	Municipality 3 
	Municipality 3 
	X 

	Municipality 4 
	Municipality 4 
	X 
	X 
	X 
	X 

	Municipality 5 
	Municipality 5 
	X 

	Municipality 6 
	Municipality 6 
	X 

	Municipality 7 
	Municipality 7 
	X 

	Municipality 8 
	Municipality 8 
	X 
	X 
	X 

	Municipality 9 
	Municipality 9 
	X 

	Municipality 10 
	Municipality 10 
	X 

	Municipality 11 
	Municipality 11 
	X 
	X 

	Municipality 12 
	Municipality 12 
	X 
	X 

	Municipality 13 
	Municipality 13 
	X 
	X 
	X 
	X 

	Municipality 14 
	Municipality 14 
	X 

	Municipality 15 
	Municipality 15 
	X 

	Municipality 16 
	Municipality 16 
	X 
	X 

	Municipality 17 
	Municipality 17 
	X 

	Municipality 18 
	Municipality 18 
	X 

	Municipality 19 
	Municipality 19 
	X 

	Municipality 20 
	Municipality 20 
	X 

	Municipality 21 
	Municipality 21 
	X 
	X 
	X 

	Municipality 22 
	Municipality 22 
	X 
	X 

	Municipality 23 
	Municipality 23 
	X 
	X 
	X 

	Municipality 24 
	Municipality 24 
	X 
	X 
	X 
	X 

	Municipality 25 
	Municipality 25 
	X 

	Municipality 26 
	Municipality 26 
	X 

	Municipality 27 
	Municipality 27 
	X 
	X 
	X 

	Municipality 28 
	Municipality 28 
	X 

	Municipality 29 
	Municipality 29 
	X 
	X 

	Municipality 30 
	Municipality 30 
	X 

	Municipality 31 
	Municipality 31 
	X 

	Municipality 32 
	Municipality 32 
	X 

	Municipality 33 
	Municipality 33 
	X 

	Municipality 34 
	Municipality 34 
	X 
	X 
	X 
	X 

	Municipality 35 
	Municipality 35 
	X 
	X 

	Municipality 36 
	Municipality 36 
	X 
	X 
	X 

	Municipality 37 
	Municipality 37 
	X 
	X 
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	Appendix C Analysis of Debris Removal Contract Issues, Actions Taken by Local Governments, Pre-Disaster Contract Provisions, and Contract Rate Increases 

	Table 1: Debris Removal Performance Issues Reported 
	Table 1: Debris Removal Performance Issues Reported 
	Artifact
	OFFICE OF INSPECTOR GENERAL 
	Department of Homeland Security 
	Municipalities 
	Municipalities 
	Municipalities 
	Primary Pre-Disaster Contract not Honored 
	No Pre-Disaster Contracts Honored 
	Performance Deficiencies 
	Pre-Disaster Contractor Requested Modification 

	Municipality 38 
	Municipality 38 
	X 

	Municipality 39 
	Municipality 39 
	X 

	Municipality 40 
	Municipality 40 
	X 
	X 
	X 
	X 

	Municipality 41 
	Municipality 41 
	X 
	X 

	Municipality 42 
	Municipality 42 
	X 
	X 
	X 

	Municipality 43 
	Municipality 43 
	X 
	X 

	Municipality 44 
	Municipality 44 
	X 

	Municipality 45 
	Municipality 45 
	X 
	X 

	Municipality 46 
	Municipality 46 
	X 
	X 

	Municipality 47 
	Municipality 47 
	X 

	Municipality 48 
	Municipality 48 
	X 

	Municipality 49 
	Municipality 49 
	X 
	X 
	X 

	Municipality 50 
	Municipality 50 
	X 
	X 

	COUNT: 50 
	COUNT: 50 
	22 
	10 
	43 
	19 


	Table 2: Actions Taken by Local Governments to Address Debris Removal Contractor Shortages 
	Municipalities 
	Municipalities 
	Municipalities 
	Used Local Government Workers 
	Procured Post-Disaster Contract(s)  
	Used Non-Primary Pre-Disaster Contract 
	Increased Pre-Disaster Rates 
	Used Contractor that Honored Pre-Disaster Rates 

	Municipality 1 
	Municipality 1 
	X 
	X 
	X 

	Municipality 2 
	Municipality 2 
	X 
	X 

	Municipality 3 
	Municipality 3 
	X 
	X 

	Municipality 4 
	Municipality 4 
	X 
	X 

	Municipality 5 
	Municipality 5 
	X 

	Municipality 6 
	Municipality 6 

	Municipality 7 
	Municipality 7 
	X 

	Municipality 8 
	Municipality 8 
	X 

	Municipality 9 
	Municipality 9 
	X 
	X 
	X 

	Municipality 10 
	Municipality 10 
	X 
	X 

	Municipality 11 
	Municipality 11 
	X 

	Municipality 12 
	Municipality 12 
	X 
	X 
	X 

	Municipality 13 
	Municipality 13 
	X 

	Municipality 14 
	Municipality 14 
	X 
	X 

	Municipality 15 
	Municipality 15 

	Municipality 16 
	Municipality 16 
	X 
	X 

	Municipality 17 
	Municipality 17 

	Municipality 18 
	Municipality 18 
	X 
	X 
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	Municipalities 
	Municipalities 
	Municipalities 
	Used Local Government Workers 
	Procured Post-Disaster Contract(s)  
	Used Non-Primary Pre-Disaster Contract 
	Increased Pre-Disaster Rates 
	Used Contractor that Honored Pre-Disaster Rates 

	Municipality 19 
	Municipality 19 
	X 
	X 

	Municipality 20 
	Municipality 20 

	Municipality 21 
	Municipality 21 
	X 
	X 

	Municipality 22 
	Municipality 22 
	X 

	Municipality 23 
	Municipality 23 
	X 

	Municipality 24 
	Municipality 24 
	X 
	X 
	X 

	Municipality 25 
	Municipality 25 

	Municipality 26 
	Municipality 26 
	X 
	X 

	Municipality 27 
	Municipality 27 
	X 
	X 

	Municipality 28 
	Municipality 28 
	X 
	X 

	Municipality 29 
	Municipality 29 
	X 
	X 

	Municipality 30 
	Municipality 30 

	Municipality 31 
	Municipality 31 
	X 

	Municipality 32 
	Municipality 32 

	Municipality 33 
	Municipality 33 
	X 

	Municipality 34 
	Municipality 34 
	X 
	X 
	X 
	X 

	Municipality 35 
	Municipality 35 
	X 

	Municipality 36 
	Municipality 36 
	X 
	X 

	Municipality 37 
	Municipality 37 
	X 
	X 

	Municipality 38 
	Municipality 38 
	X 
	X 

	Municipality 39 
	Municipality 39 
	X 
	X 
	X 

	Municipality 40 
	Municipality 40 
	X 
	X 

	Municipality 41 
	Municipality 41 
	X 
	X 
	X 

	Municipality 42 
	Municipality 42 
	X 
	X 

	Municipality 43 
	Municipality 43 
	X 
	X 

	Municipality 44 
	Municipality 44 
	X 
	X 

	Municipality 45 
	Municipality 45 
	X 
	X 
	X 

	Municipality 46 
	Municipality 46 

	Municipality 47 
	Municipality 47 
	X 

	Municipality 48 
	Municipality 48 
	X 
	X 

	Municipality 49 
	Municipality 49 
	X 
	X 
	X 

	Municipality 50 
	Municipality 50 
	X 

	TOTAL 
	TOTAL 
	23 
	18 
	12 
	5 
	24 
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	Table 3: Review of Contract Provisions 
	Municipalities 
	Municipalities 
	Municipalities 
	# of Contracts Reviewed 
	Did not contain Provision for Termination of Contract for Cause and Convenience 
	Other Provisions 

	No Performance Timeframe for Completion 
	No Performance Timeframe for Completion 
	No Milestones for the Amount of Debris (in cubic yards) to be Collected on a Specific Basis 

	Municipality 1 
	Municipality 1 
	2 

	Municipality 2 
	Municipality 2 
	1 
	1 
	1 

	Municipality 4 
	Municipality 4 
	2 
	2 
	2 
	2 

	Municipality 7 
	Municipality 7 
	1 
	1 
	1 

	Municipality 9 
	Municipality 9 
	1 
	1 
	1 

	Municipality 10 
	Municipality 10 
	1 
	1 
	1 
	1 

	Municipality 11 
	Municipality 11 
	1 
	1 
	1 

	Municipality 13 
	Municipality 13 
	3 
	3 
	3 

	Municipality 16 
	Municipality 16 
	1 
	1 

	Municipality 18 
	Municipality 18 
	1 
	1 
	1 

	Municipality 22 
	Municipality 22 
	2 
	2 
	2 

	Municipality 26 
	Municipality 26 
	2 
	1 
	2 
	2 

	Municipality 27 
	Municipality 27 
	4 
	1 
	4 
	1 

	Municipality 28 
	Municipality 28 
	1 
	1 
	1 

	Municipality 29 
	Municipality 29 
	2 
	2 

	Municipality 34 
	Municipality 34 
	2 
	1 
	2 

	Municipality 35 
	Municipality 35 
	1 
	1 
	1 

	Municipality 36 
	Municipality 36 
	2 
	1 
	2 

	Municipality 38 
	Municipality 38 
	1 
	1 
	1 

	Municipality 41 
	Municipality 41 
	2 
	2 

	Municipality 42 
	Municipality 42 
	1 
	1 
	1 

	Municipality 43 
	Municipality 43 
	1 
	1 
	1 
	1 

	Municipality 44 
	Municipality 44 
	1 
	1 
	1 

	Municipality 45 
	Municipality 45 
	2 
	2 
	2 

	Municipality 47 
	Municipality 47 
	1 
	1 

	Municipality 48 
	Municipality 48 
	1 
	1 
	1 

	Municipality 49 
	Municipality 49 
	2 
	1 

	Municipality 50 
	Municipality 50 
	1 

	MUNICIPALITY COUNT: 28 
	MUNICIPALITY COUNT: 28 
	10 
	19 
	23 

	CONTRACT COUNT 
	CONTRACT COUNT 
	43
	 12 
	28 
	32 
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	Table 4: Analysis of Rate Changes 
	Municipalities 
	Municipalities 
	Municipalities 
	Comparison of Pre-Disaster Rates to Actual Cradle-to-Grave Rates 

	Primary Pre-Disaster Rate 
	Primary Pre-Disaster Rate 
	Actual Rate for Contract Used 
	Difference between Primary Pre-Disaster and Rate Used 
	Rate Change Percentage 

	Municipality 1 
	Municipality 1 
	$10.25 
	$13.15 
	$2.90 
	28.29% 

	Municipality 4 
	Municipality 4 
	8.90 
	9.55 
	0.65 
	7.3% 

	Municipality 12 
	Municipality 12 
	14.00 
	13.75 
	(0.25) 
	-1.79% 

	Municipality 13 
	Municipality 13 
	13.61 
	27.0524 
	13.44 
	98.75% 

	Municipality 19 
	Municipality 19 
	12.35 
	14.20 
	1.85 
	14.98% 

	Municipality 22 
	Municipality 22 
	13.45 
	20.00 
	6.55 
	48.7% 

	Municipality 24 
	Municipality 24 
	15.45 
	32.39 
	16.94 
	109.64% 

	Municipality 27 
	Municipality 27 
	15.20 
	14.75 
	(0.45) 
	-2.96% 

	Municipality 34 
	Municipality 34 
	12.18 
	14.05 
	1.87 
	15.35% 

	Municipality 36 
	Municipality 36 
	15.95 
	16.00 
	0.05 
	.31% 

	Municipality 39 
	Municipality 39 
	11.85 
	12.70 
	0.85 
	7.17% 

	Municipality 41 
	Municipality 41 
	18.00 
	26.00 
	8.00 
	44.44% 

	Municipality 45 
	Municipality 45 
	15.45 
	16.50 
	1.05 
	6.8% 

	Municipality 48 
	Municipality 48 
	14.10 
	16.10 
	2.00 
	14.18% 

	Municipality 49 
	Municipality 49 
	16.50 
	17.75 
	1.25 
	7.58% 


	 We calculated the actual rate used for Municipality #13 by averaging three post-disaster contracts used.  For the remaining municipalities, the actual rate was obtained from a single contract. 
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	Appendix D Debris Removal Contracts and Price Amendments FEMA-4332DR-TX 
	-
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	Appendix E Costs Missing Supporting Documentation in FEMA’s Grants Management System 
	Table 5: Category A Projects Obligated without Supporting Documentation 
	Municipality Obligated Amount Unsupported Amount Federal Share of Unsupported Amount Municipality #26 $801,325 $646,553 $581,898 Municipality #38 1,281,088 Municipality #38 2,836,755 Municipality #38 374,833 Municipality #49 4,619,213 4,619,212 4,157,291 Municipality #49 7,604,131 7,604,130 6,083,304 Municipality #49 1,205,510 1,205,510 964,408 Municipality #50 20,804 20,470 15,353 TOTAL $18,743,659 $14,095,875 $11,802,254 
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	Department of Homeland Security 
	Department of Homeland Security 

	Secretary Deputy Secretary Under Secretary for Management Chief of Staff Deputy Chiefs of Staff General Counsel Executive Secretary Director, GAO/OIG Liaison Office Under Secretary, Office of Strategy, Policy, and Plans Assistant Secretary for Office of Public Affairs Assistant Secretary for Office of Legislative Affairs 

	Federal Emergency Management Agency 
	Federal Emergency Management Agency 
	Federal Emergency Management Agency 

	Administrator Associate Administrator, Office of Response and Recovery Assistant Administrator for Recovery Director, Risk Management and Compliance Chief Procurement Officer Audit Liaison, FEMA (Job Code 18-008-AUD-FEMA (a)) Federal Coordinating Officer, DR-4337-FL Regional Administrator, Region IV Audit Liaison, Region IV 

	Office of Management and Budget 
	Office of Management and Budget 
	Office of Management and Budget 

	Chief, Homeland Security Branch DHS OIG Budget Examiner 
	Congress 
	Congress 

	Congressional Oversight and Appropriations Committees 

	External 
	External 
	External 
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	Inadequate Management and Oversight .Jeopardized $187.3 Million in FEMA Grant Funds .Expended by Joplin Schools, Missouri. 
	June 19, 2020 Why We Did This Audit As of December 2017, Missouri had granted Joplin Schools $152.7 million in FEMA Public Assistance Program grant funds for damages caused by a May 22, 2011 tornado. Joplin Schools claimed $218.5 million in disaster-related costs, which is $65.8 million more than the FEMA award. Our audit objective was to determine whether Joplin Schools accounted for and expended FEMA disaster grant funds according to Federal regulations and FEMA guidelines. What We Recommend We recommende
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	What We Found 
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	x did not comply with Federal procurement regulations for 
	contract provisions and affirmative steps in awarding 
	construction contracts; 
	x did not comply with Federal procurement regulations in 
	awarding its grant management contract; and 
	x claimed ineligible direct administrative costs related to its grant 
	management contract. 
	This occurred because Joplin School officials were either unaware of or did not understand procurement regulations.  Joplin School officials also disregarded Missouri’s authority and relied heavily on the advice of their grant management contractor.  
	Improper management and oversight of the grant award further put the Federal funds at risk of fraud, waste, and abuse.  Specifically, Joplin Schools did not comply with administrative requirements of its subgrant agreement.  Missouri did not enforce program and administrative requirements or impose restrictions on Joplin Schools for noncompliance.  Additionally, FEMA’s oversight was limited and passive, and it did not hold Missouri accountable for effectively managing Joplin Schools’ subgrant activities.  A
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	FEMA Response 
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	Background. 
	On May 22, 2011, a slow moving, three-quarter-mile-wide EF-5 tornado struck Joplin, Missouri, with winds in excess of 200 miles per hour.Joplin Schools served 7,793 students in a 69.9 square mile area in Jasper County, Missouri, at the time of the disaster. The school district operated multiple facilities, including 13 elementary schools, three middle schools, and a high school. The tornado devastated the city and claimed 161 lives, including students and a school faculty member. As shown in figure 1, the t
	1 

	Figure 1: Destroyed and Rebuilt Joplin High School 
	Figure
	Source: Joplin Schools (Joplin, Missouri) 
	Four days after the disaster, to allow immediate efforts to rebuild, the Missouri Governor waived the requirement for state and local agencies to adhere to normal state procurement regulations. Joplin School officials said they used the Governor’s waiver and the school board’s policy for waiving competition requirements to procure goods and services in 
	 The Enhanced Fujita (EF) Scale is a measurement rating system for the intensity of tornadoes by type and severity of impact, ranging from EF-0 (weak) to EF-5 (violent). An EF-5 tornado has estimated wind speeds at over 200 miles per hour.   
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	emergencies. As a result, Joplin Schools hired a grant management contractor about 10 days after the tornado to assist with the disaster recovery process. In the summer of 2011, Joplin School officials said they secured temporary school facilities and transportation for 3,200 displaced students. When the school reopened in August 2011, the Federal Emergency Management Agency (FEMA) had not provided funding for the estimated damages and Joplin Schools was still negotiating its property insurance settlement. 
	The community’s need to reopen schools was an exigent circumstance.Accordingly, Joplin Schools’ exigency period lasted from May 22, 2011, until August 17, 2011, the date Joplin Schools reopened schools. After the school year began, Joplin Schools’ Chief Financial Officer (CFO) said normal competitive procurement procedures for disaster-related contracts had resumed. Figure 2 provides a timeline of events from May 2011 to August 2011 detailing the school district’s actions to reopen the schools. For the next
	2 

	Figure 2: Exigent Period to Reopen Joplin Schools 
	Figure
	Source: Office of Inspector General (OIG) analysis of Joplin Schools’ contract files 
	 According to FEMA guidance, exigent circumstances represent those actions required to protect lives and property at the immediate outset of an emergency event or the existence of a threat to public health, public safety, or other unique circumstances that warrant immediate action. 
	2
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	We audited a FEMA Public Assistance (PA) Program grant of $152.7 million that the Missouri State Emergency Management Agency (Missouri), a FEMA grantee, awarded to Joplin Schools for damages sustained from the EF-5 tornado. Although granted $152.7 million, Joplin Schools claimed a gross amount of $218.5 million in reported disaster-related costs to replace and repair buildings and equipment.Of the $218.5 million that Joplin Schools claimed in costs, $187.3 million represented non-exigent contract work. As s
	3 
	4 

	Table 1: Claimed Disaster Expenses, Insurance Reduction, and Gross and Net Award Amounts, Joplin Schools, Missouri 
	Joplin Schools’ Claimed Disaster Expenses (All Projects) 
	Joplin Schools’ Claimed Disaster Expenses (All Projects) 
	Joplin Schools’ Claimed Disaster Expenses (All Projects) 
	Gross Eligible Award 
	FEMA’s Insurance Reduction 
	Net Eligible Award 

	$218,458,382 
	$218,458,382 
	$152,680,718 
	$96,982,746 
	$55,697,972 


	Source: OIG analysis of FEMA project worksheets 
	Key personnel, such as the CFO of Joplin Schools, with direct knowledge of the disaster work left the school district before our audit work was completed. In March 2018, Joplin School officials notified us about a district-wide reorganization of management personnel and staff turnover. The reorganization and turnover mean that many of the current Joplin School officials were not involved in the actions and decisions described in this report. 
	 The $218.5 million Joplin claimed was $65.8 million more than the gross eligible FEMA-awarded amount of $152.7 million. Joplin later appealed FEMA’s denials to increase its funding by $67.2 million, which was greater than its actual cost overruns of $65.8 million calculated at the time of our audit.  Our audit scope covered the review of disaster transactions during the period of May 22, 2011, through December 26, 2017, the cutoff date of the audit.  After the cutoff date, as part of Joplin Schools’ appeal
	 The $218.5 million Joplin claimed was $65.8 million more than the gross eligible FEMA-awarded amount of $152.7 million. Joplin later appealed FEMA’s denials to increase its funding by $67.2 million, which was greater than its actual cost overruns of $65.8 million calculated at the time of our audit.  Our audit scope covered the review of disaster transactions during the period of May 22, 2011, through December 26, 2017, the cutoff date of the audit.  After the cutoff date, as part of Joplin Schools’ appeal
	 The $218.5 million Joplin claimed was $65.8 million more than the gross eligible FEMA-awarded amount of $152.7 million. Joplin later appealed FEMA’s denials to increase its funding by $67.2 million, which was greater than its actual cost overruns of $65.8 million calculated at the time of our audit.  Our audit scope covered the review of disaster transactions during the period of May 22, 2011, through December 26, 2017, the cutoff date of the audit.  After the cutoff date, as part of Joplin Schools’ appeal
	3
	4
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	Results of Audit. 
	Joplin Schools did not account for and expend $187.3 million of $218.5 million of the requested Federal share of grant funds according to Federal regulations and FEMA guidelines when it awarded 146 contracts for non-exigent work. Specifically, Joplin Schools: 
	x did not comply with Federal procurement regulations for 
	contract provisions and affirmative steps in awarding 
	construction contracts; 
	x did not comply with Federal procurement regulations in 
	awarding its grant management contract; and 
	x claimed ineligible direct administrative costs (DAC) related to its 
	grant management contract. 
	This occurred because Joplin School officials were either unaware of or did not understand procurement regulations. Joplin School officials also disregarded Missouri’s authority and relied heavily on the advice of their grant management contractor. 
	Improper management and oversight of the grant award further put the Federal funds at risk of fraud, waste, and abuse. Specifically, Joplin Schools did not comply with administrative requirements of its subgrant agreement. Missouri did not enforce program and administrative requirements or impose restrictions on Joplin Schools for noncompliance. Additionally, FEMA’s oversight was limited and passive, and it did not hold Missouri accountable for effectively managing Joplin Schools. As a result of these colle
	Joplin Schools Did Not Properly Account For and ExpendFEMA Grant Funds  
	Joplin Schools Did Not Properly Account For and ExpendFEMA Grant Funds  
	Joplin Schools did not always follow Federal procurement regulations when it awarded $187.3 million in contracts for non-exigent disaster-related repairs and replacement. For its construction contracts, Joplin Schools did not include all required Federal contract provisions or take affirmative steps to ensure disadvantaged firms had opportunities to compete for the contracts. In awarding its grant management contract, Joplin Schools did not comply with all Federal procurement regulations. Specifically, in a
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	disadvantaged firms had opportunities to compete, monitor contract award terms and conditions, and complete a cost or price analysis. 
	This noncompliance occurred because Joplin School officials were either unaware of or did not understand Federal procurement regulations and because they relied heavily on incorrect guidance from the grant management contractor. Joplin School officials also did not follow FEMA’s guidance on DAC. In particular, for the grant management contract, Joplin Schools claimed $609,676 in DAC that was ineligible because it included costs for indirect activities, costs above contract rates, and costs based on unreason
	Joplin Schools Did Not Include Required Contract Provisions or Take Affirmative Steps in Awarding Construction Contracts 
	The Code of Federal Regulations (44 CFR 13.36) requires subgrantees, such as Joplin Schools, to adhere to the regulations shown in figure 3 when awarding disaster contracts.
	5 

	Figure
	 Because of the disaster date, we did not use the 2014 disaster criteria and terminology found in 2 CFR 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.  We primarily applied 44 CFR, effective October 2010, as the governing criteria to evaluate Joplin Schools’ public assistance damages considered in this audit, as applicable. 
	5
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	However, our review of judgmentally selected construction contracts showed that Joplin Schools did not include all required Federal contract provisions (the first regulation in figure 3, 44 CFR 13.36(i)) in any of its construction contracts. Instead, Joplin Schools’ bid documents included the broad contract provision shown in figure 4 that contractors had to abide by all Federal requirements. This contract provision was not adequate because it did not reference the specific provisions cited by 44 CFR 13.36(
	Figure 4: Joplin Schools’ Universal Construction-related Contract .Provision .
	Source: Joplin Schools’ standard disaster-related bid documents 
	The noncompliance occurred, in part, because Joplin Schools did not fully understand what was required under Federal procurement regulations. According to the construction manager, the broad provision was standard language used in all of Joplin Schools’ contracts. 
	Further, when awarding its construction-related contracts, Joplin Schools did not take affirmative steps to solicit disadvantaged firms, as required by 44 CFR 13.36(e). This occurred because Joplin Schools’ officials said they were unaware of the requirement and did not recall receiving guidance from Missouri. Missouri officials acknowledged that they did not provide guidance to Joplin Schools, but claimed it was not needed because Joplin Schools did not have to take affirmative steps required by 44 CFR 13.
	Although Joplin Schools did not have steps in place to solicit disadvantaged firms, it inadvertently awarded contracts valued at 
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	$33.5 million (15.6 percent of $214.2 million in contracts) to disadvantaged firms. However, without deliberate action to solicit disadvantaged firms, FEMA has no assurance that small businesses, minority-owned firms, and women’s business enterprises received sufficient opportunities to bid on federally funded work. During the audit, we verified that Joplin School officials updated Joplin Schools’ procurement policies to include affirmative steps to solicit small and minority businesses and women’s business
	Joplin Schools Did Not Comply with Required Federal Procurement Regulations when Awarding Its Grant Management Contract 
	In awarding its grant management contract immediately after the disaster, Joplin Schools did not comply with the five Federal procurement regulations shown in figure 3. During the exigent period, when Joplin Schools awarded the grant management contract, the Governor had waived requirements to follow normal state procurement standards. However, as detailed in the following paragraphs, Joplin Schools still needed to comply with Federal procurement regulations to receive Federal reimbursement. 
	Although Federal regulations [44 CFR 13.36(d)(4)(i)(B)] allow noncompetitive procurement in exigent situations, the grant management contract that Joplin Schools awarded was mostly for administrative support (e.g., compiling documents and attending meetings) and should have been subject to competition. Also, according to FEMA guidance, exigent circumstances represent those actions required to protect lives and property at the immediate outset of an emergency event or the existence of a threat to public heal
	Instead of ensuring full and open competition, as required, Joplin Schools continued to use the same improperly procured grant management contractor for almost 7 years after the disaster. Joplin Schools did so because it relied heavily on the contractor’s guidance for 
	8 OIG-20-41 
	www.oig.dhs.gov 

	Figure
	OFFICE OF INSPECTOR GENERAL 
	Department of Homeland Security 
	re-awarding the grant management contract. The grant management contractor notified Joplin School officials in October 2011 that Joplin Schools was nearing the end of the time period that FEMA would find it reasonable for the school district to operate without a competitive procurement. Our interviews and document review further disclosed that the contractor misinformed Joplin Schools about ways to comply with full and open competition requirements after the exigent period ended. As shown in figure 5, the g
	Figure 5: Grant Management Contractor’s Competition .Recommendations .
	Figure
	Source: OIG analysis of email from grant management contractor to Joplin Schools 
	* GSA is the Federal government’s centralized purchasing agent.  The GSA purchasing program offers products, services, and facilities to Federal agencies at discount pricing through Federal Supply Schedule contracts.  
	As shown in figure 5, according to the grant management contractor, the “fastest and easiest” mechanism to ensure re-award of the contract to itself was to use the shared services options provided through Helping Governments Across the Country Buy (HGACBuy). However, in following the contractor’s guidance, Joplin Schools misused HGACBuy’s shared services in two ways. First, Joplin School officials did not ensure they complied with Federal requirements, including full and open competition, when procuring the
	6
	7

	 HGACBuy is a department of the Houston-Galveston Area Council, a local government-contracting cooperative aimed at making the government procurement process more efficient by providing competitively priced contracts for goods and services to help its members achieve their purchasing goals.  HGACBuy provides goods and services to local governments.   44 CFR 13.36(b)(5) 
	 HGACBuy is a department of the Houston-Galveston Area Council, a local government-contracting cooperative aimed at making the government procurement process more efficient by providing competitively priced contracts for goods and services to help its members achieve their purchasing goals.  HGACBuy provides goods and services to local governments.   44 CFR 13.36(b)(5) 
	 HGACBuy is a department of the Houston-Galveston Area Council, a local government-contracting cooperative aimed at making the government procurement process more efficient by providing competitively priced contracts for goods and services to help its members achieve their purchasing goals.  HGACBuy provides goods and services to local governments.   44 CFR 13.36(b)(5) 
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	that were offering the same grant management service, when using HGACBuy. We made a similar determination in a prior audit, in which we concluded that using the shared services of the organization of which HGACBuy was a part, the Houston-Galveston Area Council, did not relieve grantees or subgrantees of the responsibility to fulfill requirements for full and open competition.  In Joplin Schools’ case, the contractor gave Joplin School officials inappropriate and biased information to steer them toward using
	8

	For its grant management contract, Joplin Schools also did not comply with the other four Federal procurement regulations shown in figure 3. Joplin Schools did not include all federally required contract provisions. Joplin Schools also did not take sufficient steps to ensure disadvantaged firms had the opportunity to bid on the contract. Therefore, these types of disadvantaged business enterprises did not have an opportunity to bid on federally funded work. Joplin Schools also did not properly monitor the t
	Although Federal regulations allow the use of shared services, Joplin Schools did not comply with the Federal procurement requirement to perform an independent cost or price analysis before it used HGACBuy to award the grant management contract. A cost or price analysis is required for all disaster procurements to determine whether vendor pricing for projects is fair and reasonable. Joplin School officials explained that, when re-awarding the contract, they considered the contractor’s experience, qualificat
	FEMA Should Disallow $1.5 Million in Grant Funds Awarded to Hays County, Texas, 
	FEMA Should Disallow $1.5 Million in Grant Funds Awarded to Hays County, Texas, 
	8 


	OIG-17-77-D, issued June 22, 2017. 
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	not ensure the Federal government would pay fair and reasonable prices for the grant management service. 
	Joplin Schools Claimed Ineligible Direct Administrative Costs Related to the Grant Management Contract 
	According to Federal regulations and FEMA policy on DAC for disaster recovery projects: 
	x 
	x 
	x 
	indirect costs may not be charged directly to a project or 

	TR
	reimbursed separately (44 CFR 207.6(b)); 

	x 
	x 
	subgrantees are allowed to claim costs for eligible DAC activities, 

	TR
	such as travel expenses, damage assessments, and development of 

	TR
	scopes of work, that are specific to each project (FEMA Disaster 

	TR
	Assistance Policy 9525.9, Section 324 Management Costs and 

	TR
	Direct Administrative Costs, March 12, 2008); and  

	x 
	x 
	costs must be necessary and reasonable to be allowable under 

	TR
	Federal awards (2 CFR 225, Appendix A, Section C.1.a). 


	For the grant management contract, Joplin Schools claimed $609,676 in DAC that was ineligible because it included costs for indirect activities, costs associated with rates for contractor work that were higher than the rates in the contract, and costs based on unreasonable rates. Table 2 shows Joplin Schools’ DAC claims that were ineligible for the aforementioned reasons. 
	Table 2: Ineligible DAC Claimed by Joplin Schools Related to the Grant Management Contract 
	Ineligible Costs 
	Total .Contractor. DAC .
	Projects* 
	Projects* 
	Claimed 
	Costs for. Indirect. Activities. 
	Costs for. Rates Above .Contract. Rates. 
	Costs Based on Unreasonable 
	Total Rates 

	Questioned 
	Questioned 
	Large 
	Large 
	Large 

	Projects (23) 
	Projects (23) 
	$1,279,191 
	$295,160 
	$182,354 
	$113,333 
	$590,847 

	Small 
	Small 

	Projects (5) 
	Projects (5) 
	27,292 
	5,566 
	11,377 
	1,886 
	18,829 


	Totals $1,306,483 $300,726 $193,731 $115,219 $609,676 
	Source: OIG analysis of FEMA project worksheets. *See appendix C for itemized list by project of ineligible DAC.. 
	First, Joplin Schools claimed costs for indirect activities that were not related or billable to a specific project and thus could not be claimed as 
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	DAC, such as attending applicant briefings and FEMA kick-off meetings.In addition, Joplin Schools claimed DAC for activities related to multiple projects, which also made the costs ineligible. For instance, Joplin Schools claimed DAC for discussions that took place on the Joplin Schools high school grounds (Project 1336), but the discussions were actually about temporary fencing for multiple school properties. Therefore, the costs claimed were indirect costs.  Joplin School officials said they held meetings
	9 

	Second, Joplin Schools claimed costs the grant management contractor billed at rates exceeding contracted rates. For example, the grant management contractor billed $168 per hour for a Public Assistance Coordinator whose contracted rate was $134 per hour ($34 more per hour). Joplin School officials said they reviewed the contracted DAC rates on a sample basis, which they believed was sufficient. However, such sampling did not enable Joplin Schools to detect excessive billed rates. 
	Third, Joplin Schools claimed unreasonable DAC based on contract rates that exceeded FEMA’s capped rate. In June 2011, FEMA issued a memo to Missouri establishing a capped DAC rate of $155 per hour, unless an applicant provided a cost analysis and justification for a higher hourly rate.  In April 2013, during a second-level appeal process for another subgrantee, FEMA Headquarters upheld this capped rate. Per Joplin Schools’ CFO, Joplin Schools received FEMA’s June 2011 memo early in the recovery process and
	10
	11

	 FEMA’s Public Assistance Program Indirect and Direct Administrative Activity List, an .attachment to FEMA’s Disaster Assistance Policy 9525.9 memo, September 8, 2009,. provides a list of administrative activities that may be charged as indirect or direct. administrative costs..  The June 23, 2011 memo to Missouri that capped the DAC hourly rate at $155 also. included a list of documentation required for FEMA to consider rates above the limit..  On April 22, 2013, FEMA issued an appeal memo that denied addi
	 FEMA’s Public Assistance Program Indirect and Direct Administrative Activity List, an .attachment to FEMA’s Disaster Assistance Policy 9525.9 memo, September 8, 2009,. provides a list of administrative activities that may be charged as indirect or direct. administrative costs..  The June 23, 2011 memo to Missouri that capped the DAC hourly rate at $155 also. included a list of documentation required for FEMA to consider rates above the limit..  On April 22, 2013, FEMA issued an appeal memo that denied addi
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	and they submitted these costs for reimbursement, knowing FEMA would not approve the higher rate. 
	The ineligible DAC claims occurred because Joplin School officials did not properly monitor the terms and conditions of the grant management contract and did not follow FEMA’s guidance on reasonable DAC rates. During closeout, Missouri officials identified issues related to ineligible costs for indirect activities and unreasonable DAC rates. They informed Joplin School officials that they should not include the costs in their reimbursement claim to FEMA. However, Joplin School officials insisted Missouri su


	Noncompliance Contributed to Ineffective Management and Oversight of the PA Program Grant Award 
	Noncompliance Contributed to Ineffective Management and Oversight of the PA Program Grant Award 
	Joplin Schools, Missouri, and FEMA did not comply with program policies and administrative requirements of the PA Program to properly manage, monitor, and oversee the grant award. The lack of compliance further put Federal funds at risk of fraud, waste, and abuse. Specifically, Joplin Schools did not comply with many of the program and administrative requirements of its subgrant agreement, such as reporting on project performance. As with its noncompliance with Federal regulations and FEMA guidelines, we at
	Joplin Schools Did Not Properly Manage Its PA Program Grant Award 
	Joplin Schools Did Not Properly Manage Its PA Program Grant Award 
	Federal regulations hold the subgrantee, Joplin Schools, accountable to Missouri for properly managing and expending PA Program grant funds. According to Federal regulations and FEMA policies, Joplin Schools, as a subgrantee, was required to submit supporting documentation to the 
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	grantee, Missouri, on the progress of its disaster recovery work.Further, as a condition of grant award, Joplin Schools signed a subgrant agreement to comply with all program and administrative conditions of the FEMA grant, such as submitting quarterly program progress reports on the performance of all open and ongoing projects, requesting time extensions before existing completion dates expired, and submitting signed project completion certifications (P-4s) and closeout documents. According to Missouri off
	12 

	Our document review showed that Joplin Schools did not fulfill its subgrantee responsibilities for managing the grant award. For example, Joplin Schools was supposed to submit to Missouri accurate and timely quarterly program progress reports on the performance of all large projects from October 2011 to June 2017. Our review of these documents showed that Joplin Schools submitted 13 of 24 required quarterly program progress reports. Joplin Schools submitted the 13 reports, on average, more than 2 months aft
	In addition, although required by its subgrant agreement with Missouri, Joplin Schools continued to complete construction projects without getting Missouri’s prior approval of time extensions. For example, for the seven rebuilding projects, (Projects 488, 575, 1336, 1438, 1684, 1799, and 1980) Joplin Schools retroactively requested multiple time extensions over a 4-year period. In fact, for project 1684, Joplin Schools submitted one request for a time extension 3 years after the first extension approval dat
	 44 CFR 206.204 and 44 CFR 206.205 for project performance and payment of claims. The CFR (44 CFR 13.3) defines a subgrantee as a legal entity to which a subgrant is awarded and is accountable to the grantee for the use of the funds provided.  The FEMA Public Assistance Applicant Handbook and the State Administrative Plan specify the supporting documentation requirements for subgrantees to submit to grantees.  
	12
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	Finally, Joplin Schools delayed submitting required signed project completion certifications (P-4s) and closeout documents, based on the advice of its grant management contractor. We reviewed correspondence validating Missouri’s extensive efforts to obtain updated and missing documents, such as closeout documents. Joplin School officials said the grant management contractor advised them that project completion certifications were not required at the time of the closeout project requests and that Federal reg
	review.
	13


	Missouri Did Not Fulfill Its Grantee Responsibilities 
	Missouri Did Not Fulfill Its Grantee Responsibilities 
	Missouri, as the grantee, did not fulfill its responsibilities according to Federal regulations for proper grant  Federal regulations and the FEMA-State agreement require grantees to provide technical assistance to subgrantees and manage and monitor subaward activities. Federal regulations allow Missouri, as the awarding agency, to take enforcement remedies to make Joplin Schools comply with program and administrative   In addition, Missouri’s State Administrative Plan establishes procedures that reflect Fe
	management.
	14
	requirements.
	15

	Missouri did not effectively manage Joplin Schools, the subgrantee. Other than reviewing contract costs at project closeout, Missouri officials said they did not have a process to review subgrantee contracts and methodologies. Missouri officials asserted it is not possible to review 
	 Under FEMA’s Standard Operating Procedure for PA Program Management and Grant Closeout (SOP 9570.14), grantees such as Missouri are required to submit project completion data to FEMA within 90 days of project completion.  Also 44 CFR 206.205(b).  Grantee responsibilities are detailed in 44 CFR 13.37(a)(2), 13.40(a) and 206.202(b)(1); subgrantee definitions are provided in 44 CFR 13.3 and responsibilities in 44 CFR 13.20(b).  See 44 CFR 13.43(a).  Per 44 CFR 13.3, with respect to the subgrant, Missouri is t
	13
	14
	15

	15 OIG-20-41 
	www.oig.dhs.gov 

	Figure
	OFFICE OF INSPECTOR GENERAL 
	Department of Homeland Security 
	every Federal regulation with each applicant unless an applicant requests further guidance. Furthermore, they said they faced many challenges and opposition to offering guidance to Joplin Schools and in obtaining timely and sufficient information from the subgrantee. For example, as noted earlier, Joplin Schools followed its grant management contractor’s advice when re-awarding the grant management contract, instead of seeking Missouri’s guidance. Joplin Schools also insisted Missouri send its unaltered DAC
	Ultimately, despite its efforts, Missouri was ineffective in enforcing program and administrative plan requirements and ensuring Joplin Schools adhered to Federal requirements. Missouri also did not seek enforcement remedies as allowed by Federal  Such remedies include temporarily withholding cash payments pending correction of the deficiency, disallowing all or part of the cost of the noncompliant activity or action, or taking other legally available steps.  According to officials in Missouri’s Disaster Re
	regulations.
	16

	Missouri officials said FEMA was the “sole arbitrator of eligibility” and deferred eligibility decisions to FEMA, recognizing that subgrantees tend to make the same violations in subsequent disasters expecting FEMA to allow costs despite violations. In a September 2016 audit report, we disclosed that FEMA granted exceptions for subgrantee noncompliance with procurement rules more than 90 percent of the time. Regardless, we disagree with Missouri’s comments about deferring eligibility determinations to FEMA.
	17

	44 CFR 13.43(a). We reported this issue in our report, FEMA Can Do More to Improve Public Assistance .Grantees’ and Subgrantees’ Compliance with Federal Procurement Rules, OIG-16-126-D,. issued on September 2, 2016.  .
	16 
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	FEMA Did Not Properly Monitor and Oversee the PA Program Grant Award 
	As the Federal awarding agency, FEMA is ultimately responsible for monitoring the PA Program grants it awards and overseeing the grantee’s use and management of Federal  However, FEMA did not hold Missouri accountable for ensuring proper management of Joplin Schools’ subgrantee activities. Specifically, FEMA did not ensure that Missouri enforced its State Administrative Plan requirements, nor did it effectively use Missouri’s quarterly progress reports to gauge project performance. Federal regulations requi
	awards.
	18
	requirement.
	19

	As part of oversight, FEMA relied heavily on Missouri’s quarterly progress reports to gauge project and program performance and address noncompliance issues in a timely  Yet, our review of the quarterly reports showed that FEMA received inaccurate reports from Missouri between 2011 and 2017. In 1 year, Missouri repeatedly submitted the same outdated progress information to FEMA because, according to Missouri officials, Joplin Schools would not provide them with updated project status information. Missouri o
	manner.
	20

	 31 United States Code (U.S.C.) § 7504(a)(1). 44 CFR 206.204(f).  44 CFR 13.40(c) through (e). 
	18
	19 
	20

	17 OIG-20-41 
	www.oig.dhs.gov 

	Figure
	OFFICE OF INSPECTOR GENERAL 
	Department of Homeland Security 
	Furthermore, FEMA did not track, properly adjust, and timely allocate $107 million of insurance proceeds to Joplin Schools’ eligible disaster projects. FEMA over-allocated insurance proceeds on some projects and underestimated it on others. FEMA officials said they reviewed insurance on a project-by-project basis and do not apply actual insurance proceeds until project closeout, when total project costs are known. Joplin Schools finalized its insurance settlement and provided documents to FEMA and Missouri 
	In addition, FEMA did not estimate and obligate Joplin Schools’ DAC for almost 4 years after the disaster, even though it was aware Joplin Schools planned to claim DAC early in the recovery period. FEMA officials said they did not have clear guidance on what to do when subgrantees do not provide a DAC estimate at project formulation. Based on this audit and our prior work, we believe FEMA Headquarters not providing regional offices with clear guidance for estimating and obligating eligible DAC is a systemic
	issue.
	21

	The aforementioned issues related to allocating insurance proceeds and obligating DAC are outside the scope of this audit. We did not compare FEMA Region VII's insurance or DAC obligation processes with other FEMA regions’ processes. Therefore, we did not question the costs or make recommendations about these issues in this report. 
	 We previously reported about this issue in a prior report, FEMA Should Disallow $246,294 of $3.0 Million in Public Assistance Grant Funds Awarded to Lincoln County, Missouri, OIG-17-118-D, issued September 29, 2017. 
	21
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	Improper Grant Management and Oversight Resulted in Questioned Costs 
	Improper Grant Management and Oversight Resulted in Questioned Costs 
	Improper grant management and oversight by all three entities is exemplified by Joplin Schools not following Federal procurement regulations and claiming ineligible DAC and by Missouri and FEMA not fulfilling their responsibilities. FEMA cannot be assured that all potential contractors had the opportunity to bid on contracts, including small businesses, minority-owned firms, and women’s business enterprises. In addition, we are greatly concerned that the grant management contractor misled Joplin Schools by 
	22

	In addition, if FEMA allows or funds any part of the $1.3 million in ineligible contract costs that we questioned because of procurement violations related to the grant management contract, then we will question $609,676 for DAC (detailed previously in table 2). Of that amount, we will question $587,494 as ineligible funding because it was obligated and $22,182 as potential cost avoidance, or funds that could have been put to better use. (Table 5 in appendix C shows Ineligible Contractor DAC Claimed.) 
	 For this audit, we did not question costs for disaster work under the exigent period.  
	22
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	Table 3: Joplin Schools’ Disaster Contracts for Construction and Grant .Management  .
	Contract and Scope of Work 
	Contract and Scope of Work 
	Contract and Scope of Work 
	Number of Contracts 
	Contract Claimed 
	Amount Questioned 
	Violations of Procurement Regulations 1-5*: 

	TR
	1 
	2 
	3 
	4 
	5 

	TR
	Construction Contracts 

	Exigent Work 
	Exigent Work 

	Leases and Temporary Facilities 
	Leases and Temporary Facilities 
	28
	 $    23,843,747 
	$ -
	X 
	X 

	Debris Removal 
	Debris Removal 
	4 
	287,304 
	-
	X 
	X 

	Emergency Repair Work 
	Emergency Repair Work 
	5 
	2,708,276  
	-
	X 
	X 

	Subtotal 
	Subtotal 
	37 
	$ 26,839,327
	 $ 
	-


	Non-Exigent Work 
	Non-Exigent Work 

	Architect & Engineering Work 
	Architect & Engineering Work 
	12 
	$    12,073,391 
	$ 12,073,391 
	X 
	X 

	Construction Work 
	Construction Work 
	133 
	173,965,603 
	173,965,603 
	X 
	X 

	Subtotal 
	Subtotal 
	145 
	$ 186,038,994 
	$ 186,038,994 

	TR
	Non-Construction (Grant Management) Contract 

	Grant Management 
	Grant Management 
	1 
	$   1,306,483 
	1,306,483 
	X 
	X 
	X 
	X 
	X 

	Subtotal 
	Subtotal 
	1 
	$  1,306,483 
	$   1,306,483 

	Grand Total 
	Grand Total 
	183 
	$   214,184,804 
	$ 187,345,477 


	Source: OIG analysis of Joplin Schools’ procurement records *See Federal procurement regulations in figure 3. 
	Recommendations 
	Recommendation 1: We recommend the Regional Administrator, Federal Emergency Management Agency Region VII, disallow $115,387,423 ($86,540,567 Federal share) as ineligible contract costs, unless FEMA grants an exemption for all or part of these costs according to 44 CFR 13.6(c) and determines the costs are eligible and reasonable. (See, in appendix C, Table 4, Claimed Contract Expenses, Questioned Costs, and Cost Avoidance.) 
	Recommendation 2: We recommend the Regional Administrator, Federal Emergency Management Agency Region VII, deny and not fund $71,958,054 ($53,968,541 Federal share) as ineligible contract costs, unless FEMA grants an exemption for all or part of these costs according to 44 CFR 13.6(c) and determines the costs are eligible and reasonable. (See, appendix C, Table 4, Claimed Contract Expenses, Questioned Costs, and Cost Avoidance.) 
	Recommendation 3: We recommend the Regional Administrator, Federal Emergency Management Agency Region VII, disallow $587,494 
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	($440,621 Federal share) as ineligible Direct Administrative Costs claimed by Joplin Schools, unless FEMA determines that some or all of the costs we question in recommendation 1 are eligible and reasonable. In that case, FEMA should disallow $587,494 of the $1,306,483 as ineligible Direct Administrative Costs. (See, in appendix C, Table 5, Ineligible Contractor DAC Claimed.)  
	Recommendation 4: We recommend the Regional Administrator, Federal Emergency Management Agency Region VII, deny and not fund $22,182 ($16,637 Federal share) as ineligible Direct Administrative Costs claimed by Joplin Schools, unless FEMA determines that some or all of the costs we question in recommendation 2 are eligible and reasonable. If FEMA allows or funds any part of the $1,306,483 in Direct Administrative Costs related to our improper procurement findings, then FEMA should not fund $22,182 as ineligi
	Recommendation 5: We recommend the Regional Administrator, Federal Emergency Management Agency Region VII, instruct Missouri to implement policies and procedures to review subgrantee’s disaster-related contracts before contract reimbursement and increase its monitoring efforts over noncompliant subgrantees to ensure compliance with Federal regulations and FEMA policies. 
	Recommendation 6: We recommend the Regional Administrator, Federal Emergency Management Agency Region VII, instruct Missouri to enforce and uphold the requirements of its State Administrative Plan and its subgrant agreement to ensure subgrantees adhere to program and administrative requirements. 
	Recommendation 7: We recommend the Regional Administrator, Federal Emergency Management Agency Region VII, instruct Missouri to establish and develop parameters and penalties in the State Administrative Plan and strengthen the subgrant agreement to address consequences for subgrantee noncompliance, according to 44 CFR 13.43(a). 
	Recommendation 8: We recommend the Regional Administrator, Federal Emergency Management Agency Region VII, increase and strengthen the oversight of Federal grants by proactively engaging with grantees to resolve issues, and providing clear communication of grantee’s rights, role, and authority to hold subgrantees accountable for adherence to Federal regulations and improve management and guidance given to subgrantees. 
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	Recommendation 9: We recommend the Regional Administrator, Federal Emergency Management Agency Region VII, strengthen and improve program controls, policies, and procedures to help ensure it receives sufficient information through quarterly progress reports.   
	 Management Comments and OIG Analysis 
	FEMA provided its written response to the report on February 28, 2020. FEMA concurred with all nine recommendations. We received technical comments on the draft report and revised the report as appropriate. Appendix B contains FEMA’s management comments in their entirety. We consider recommendations 1 to 4 and 8 closed, recommendations 5 to 7 resolved and open, and recommendation 9 unresolved and open. The following is a summary of FEMA’s responses and our analysis.  
	FEMA Response to Recommendations 1 to 4: FEMA concurred with the recommendations and completed closeout of all projects by March 2019. FEMA identified approximately $56 million as the total eligible award amount, taking into consideration insurance reduction, final programmatic cost eligibility and reasonableness determinations, and all related decisions. 
	OIG Analysis of FEMA’s Response: For recommendations 1 to 4, FEMA determined approximately $56 million, the net obligated amount, was eligible for reimbursement. We reviewed the actions described in FEMA’s response and project closeout documents and consider them sufficient to resolve and close the recommendations. 
	FEMA Comments to Recommendation #5: FEMA concurred with the recommendation. FEMA agreed to instruct Missouri to review its award oversight policies and procedures, including appropriate documentation prior to authorizing reimbursement, and increase its monitoring of noncompliant subgrantees. The estimated completion date is           June 1, 2020. 
	OIG Analysis of FEMA’s Response: Based on FEMA’s response, we require evidence of its instructions to Missouri to implement policies and procedures on reviewing subgrantee’s disaster-related contracts before reimbursement, and improve its monitoring of noncompliant subgrantees. This recommendation will remain resolved and open with a target completion date of June 1, 2020. 
	FEMA Comments to Recommendation #6: FEMA concurred with the recommendation. FEMA stated it will instruct Missouri to review its 
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	State Administrative Plan and subgrant agreement and develop a process to ensure subgrantees adhere to program and administrative requirements. The estimated completion date is June 1, 2020.  
	OIG Analysis of FEMA’s Response: Based on FEMA’s response, we require evidence of FEMA’s instructions to Missouri to implement corrective actions to develop and strengthen requirements of its State Administrative plan and subgrant agreement. This recommendation will remain resolved and open, with a target completion date of June 1, 2020. 
	FEMA Comments to Recommendation #7: FEMA concurred with the recommendation. FEMA stated it will instruct Missouri to review its State Administrative Plan requirements and subgrant agreements to develop parameters and penalties for addressing consequences of subgrantee noncompliance. The estimated completion date is           June 1, 2020. 
	OIG Analysis of FEMA’s Response: Based on FEMA’s response, we require evidence of the corrective actions FEMA described in its response. This recommendation is resolved and open, pending actions with a target completion date of June 1, 2020. 
	FEMA Comments to Recommendation #8: FEMA concurred with the recommendation. FEMA stated that it has taken significant steps to strengthen state, local, and tribal grant management capabilities. FEMA identified various actions taken to engage grantees and subgrantees and provide oversight. 
	OIG Analysis of FEMA’s Response: The actions described in FEMA’s response and supporting information were sufficient to resolve and close the recommendation. FEMA provided evidence of various training opportunities provided to recipients and subrecipients in 2019 to enhance overall grant management capabilities. FEMA also provided evidence of technical assistance site visits with state and tribal recipients applicable to Region VII.  Lastly, FEMA tentatively plans to conduct follow-up training on public ass
	FEMA Comments to Recommendation #9: FEMA concurred with the recommendation. FEMA identified the updates made to the quarterly progress reporting policy for the grantees and subgrantees in the current Public Assistance Program and Policy Guide. FEMA Region VII also 
	23 OIG-20-41 
	www.oig.dhs.gov 

	Figure
	OFFICE OF INSPECTOR GENERAL 
	Department of Homeland Security 
	conducted a review of the past 3 years and concluded that Missouri consistently submitted quarterly reports. 
	OIG Analysis of FEMA’s Response: Although we acknowledge the updates made to the quarterly progress reporting policy in the existing Public Assistance Program and Policy Guide, we cannot determine how FEMA improved program controls, policies, and procedures to help ensure it receives sufficient information through quarterly reports. This recommendation will remain unresolved and open until FEMA provides additional information to resolve and close the recommendation, or a target date for completing its corre
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	Appendix A Objective, Scope, and Methodology 
	The Department of Homeland Security (DHS) Office of Inspector General (OIG) was established by the Homeland Security Act of 2002 (Public Law 107−296) by amendment to the Inspector General Act of 1978. 
	We audited FEMA PA Program grant funds awarded to Joplin Schools (Public Assistance Identification Number: 097-U4T46-00).  Our audit objective was to determine whether Joplin Schools accounted for and expended FEMA grant funds according to Federal regulations and FEMA guidelines for FEMA disaster number 1980-DR-MO. The President declared the disaster (DR-1980) for severe storms, tornadoes, and flooding. FEMA added the EF-5 tornado event to the existing disaster declaration; thus, the incident period for DR-
	projects.
	23 

	The audit scope covered the disaster transactions during the period of May 22, 2011, through December 26, 2017, which is the cutoff date of our audit. To accomplish our objective, we judgmentally selected seven large projects to review based on risk and dollar value. During fieldwork, we modified our audit scope to conduct a limited review of all projects for contracting methodology totaling $214.2 million. We also performed a detailed review for support and eligibility of contractor and force account DAC. 
	24

	 Federal regulations in effect at the time of the disaster set the large project threshold above $63,900 [Notice of Adjustment of Disaster Grant Amounts, 75 Fed. Reg. 62,135 (Oct. 7, 2010)].  “Force account” is the term FEMA uses to identify work an entity performs with its own employees, equipment, or materials as opposed to work that a contractor performs. 
	23
	24
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	procedures have changed to address the findings in this report, FEMA can provide such information in its official management response. 
	We interviewed FEMA, Missouri, Missouri State Auditors, Joplin Schools, and Houston-Galveston Area Council officials; reviewed applicable Federal regulations and FEMA guidelines; judgmentally selected and reviewed project costs and disaster-related contracts (generally based on dollar amount); analyzed DAC eligibility using data analysis software; verified self-certifying contractors as disadvantaged firms; and performed other procedures considered necessary to accomplish our objective. We performed a revie
	We assessed the reliability of computer-based data received from FEMA and Joplin Schools for project obligations, insurance applications, claimed costs, and contract costs by reviewing existing information about the data and the systems that produced them. For project obligations and insurance, we judgmentally selected a sample of projects based on dollar value, DAC obligations, and insurance, totaling over 88 percent of the project obligation and insurance applied. For the purposes of this report, we deter
	We conducted this audit between January 2017 and August 2018 pursuant to the Inspector General Act of 1978, as amended, and according to generally accepted government auditing standards except for documenting the assessment of the overall audit risk. Those standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions based on our audit objectives. While we assessed audit risk, we did not fully document an assess
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	risk throughout the audit because we conduct Public Assistance grant audits on a repetitive basis using the same audit plan where the overall audit risks are previously known and written into the audit plan.  We believe that the evidence obtained provides a reasonable basis for our findings and conclusions based upon our audit objective. In conducting this audit, we applied the statutes, regulations, and FEMA policies and guidelines in effect at the time of the disaster. 
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	Appendix B FEMA Region VII Comments to the Draft Report 
	Figure
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	Appendix B FEMA Region VII Comments to the Draft Report (continued) 
	Figure
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	Appendix B FEMA Region VII Comments to the Draft Report (continued) 
	Figure
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	Appendix B FEMA Region VII Comments to the Draft Report (continued) 
	Figure
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	Appendix C  Potential Monetary Benefits 
	Table 4: Claimed Contract Expenses, Questioned Costs, and Cost Avoidance 
	Project Number 
	Project Number 
	Project Number 
	Gross Eligible Amount 
	Total Contract Costs Claimed 
	Total Improper Procurement 
	Ineligible DAC 
	Total Questioned Costs 
	OIG Recommends Disallow 
	OIG Recommends Not Fund (Cost Avoidance)  

	258 
	258 
	$ 1,268,019 
	$ 1,260,000 
	$ 0 
	$ 9,752
	 $   9,752  
	$ 0 
	$ 0 

	260 
	260 
	4,066,301 
	4,059,375 
	0 
	6,498 
	6,498 
	0 
	0 

	270 
	270 
	1,265,776 
	1,260,000 
	0 
	5,552 
	5,552 
	0 
	0 

	488 
	488 
	202,162 
	1,281,741 
	1,281,741 
	2,489
	  1,284,230 
	202,162 
	1,079,579 

	575 
	575 
	462,540 
	2,274,875 
	2,274,875 
	6,767
	  2,281,642 
	462,540 
	1,812,335 

	945 
	945 
	1,196,953 
	1,192,473 
	0 
	5,239 
	5,239 
	0 
	0 

	948 1336 1438 1605 1679 1681 1684 1693 1699 1704 1715 1718 1729 1740 1749 1760 1769 1780 
	948 1336 1438 1605 1679 1681 1684 1693 1699 1704 1715 1718 1729 1740 1749 1760 1769 1780 
	193,563 4,387,816 29,781,678 175,032 471,901 717,493 15,747,481 149,727 3,389,740 91,003 161,724 144,841 630,500 719,164 6,309,255 410,201 5,054,052 218,940 
	301,479 18,805,412 42,634,960 159,190 437,903 849,631 16,206,359 110,459 3,183,445 90,000 151,489 142,110 294,000 701,763 5,949,837 407,694 4,863,174 211,989 
	17,675 18,805,412 42,634,960 159,190 437,903 849,631 16,206,359 110,459 0 90,000 0 142,110 294,000 22,983 399,380 0 157,940 0 
	0 17,20582,5642,091 11,459 0 26,776907 35,723 725 5,146 612 0 3,775 63,3245,521 53,346 11,439 
	17,675     18,822,617    42,717,524 161,281 449,362 849,631     16,233,135 111,366 35,723 90,725 5,146 142,722 294,000 26,758    462,704 5,521 211,286 11,439 
	17,675  4,387,816  29,781,678 159,190 437,903 717,493 15,747,481 110,459 0 90,000  0 142,110 294,000 22,983  399,380 0 157,940 0 
	0 14,417,596 12,853,282 0 0 132,138 458,878 0 0 0 0 0 0 0 0 0 0 0 

	1789 
	1789 
	106,588 
	31,078 
	300 
	8,034 
	8,334 
	300  
	0 

	1798 
	1798 
	922,518 
	907,013 
	0 
	5,929 
	5,929 
	0 
	0 

	1799 
	1799 
	263,034 
	464,147 
	464,147 
	8,764 
	472,911 
	263,034 
	201,113 

	1815 
	1815 
	2,363,813 
	0 
	0 
	2,548 
	2,548 
	0 
	0 

	1865 
	1865 
	16,367 
	15,674 
	15,674 
	0 
	15,674 
	15,674  
	0 

	1937 
	1937 
	200,170 
	0 
	0 
	8,395 
	8,395 
	0 
	0 

	1980 
	1980 
	61,103,930 
	101,674,255 
	101,674,255 
	218,685
	  101,892,940 
	61,103,930 
	40,570,325 

	2009 
	2009 
	132,357 
	131,000 
	0 
	411 
	411 
	0 
	0 

	All other projects 
	All other projects 
	10,356,079
	  2,825,796 
	0 
	0 
	0 
	0 
	0 

	DAC 
	DAC 
	0
	   1,306,483 
	1,306,483 
	0
	 1,306,483 
	873,675
	  432,808 

	Sub Total 
	Sub Total 
	$152,680,718 
	$214,184,804 
	$187,345,477 
	$609,676 
	187,955,153 
	$115,387,423 
	$71,958,054 

	Less Costs Questioned Twice (from Table 5) 
	Less Costs Questioned Twice (from Table 5) 
	($609,676) 

	Grand Total 
	Grand Total 
	$152,680,718* 
	$214,184,804** 
	$187,345,477 
	$609,676 
	$187,345,477 
	$115,387,423*** 
	$71,958,054 


	Source: FEMA project worksheets and OIG analysis. *This amount does not include $97 million in insurance reductions.  .**This amount includes $67.2 million in costs under FEMA second appeal.. ***Amounts recommended for disallowance exceed the net eligible project amount.  .FEMA should disallow ineligible funds up to the obligated amount and not fund .remaining balances.. 
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	Appendix C .Potential Monetary Benefits (continued). 
	Table 5: Ineligible Contractor DAC Claimed 
	Project Number 
	Project Number 
	Project Number 
	Total Contractor DAC Claimed 
	Costs for Indirect Activities 
	Costs Above Contract Rates 
	Costs Based on Unreasonable Rates 
	Total Ineligible DAC 

	Cost Disallowed 
	Cost Disallowed 
	Cost Avoidance 

	258 
	258 
	$     13,480 
	$ 6,357 
	$ 2,112 
	$ 1,283 
	$ 6,885 
	$ 2,867 

	260 
	260 
	10,608 
	3,947 
	1,622 
	929 
	5,868 
	630 

	270 
	270 
	8,468 
	3,348 
	1,404 
	800 
	5,367 
	185 

	488 
	488 
	9,512 
	584 
	1,351 
	554 
	2,489 
	0 

	575 
	575 
	19,708 
	2,313 
	3,163 
	1,291 
	6,767 
	0 

	945 1336 1438 1605 1679 1684 1693 1699 1704 1715 1718 1740 
	945 1336 1438 1605 1679 1684 1693 1699 1704 1715 1718 1740 
	5,600 47,365 154,009 4,713 24,746 56,488 1,269 76,619 1,235 13,968 806 15,916 
	4,012 4,970 44,170 1,162 5,215 13,727 631 16,233 463 1,749 463 664 
	657 8,985 24,921 343 3,881 8,356 206 9,586 188 2,444 116 2,188 
	570 3,250 13,473 586 2,363 4,693 70 9,904 74 953 33 923 
	4,161 17,205 82,564 2,091 11,459 26,776 327 35,723 725 5,146 612 3,775 
	1,078 0 0 0 0 0 580 0 0 0 0 0 

	1749 
	1749 
	122,783 
	35,453 
	15,395 
	12,476 
	63,324 
	0 

	1760 
	1760 
	15,628 
	2,069 
	2,267 
	1,185 
	1,819 
	3,702 

	1769 
	1769 
	91,042 
	32,875 
	9,946 
	10,525 
	53,346 
	0 

	1780 
	1780 
	10,014 
	2,260 
	8,423 
	756 
	6,694 
	4,745 

	1789 
	1789 
	23,528 
	2,349 
	3,783 
	1,902 
	8,034 
	0 

	1798 
	1798 
	14,443 
	2,382 
	1,811 
	1,736 
	5,929 
	0 

	1799 
	1799 
	18,486 
	4,864 
	2,804 
	1,096 
	8,764 
	0 

	1815 
	1815 
	13,490
	 0 
	1,627 
	921 
	2,548 
	0 

	1937 
	1937 
	23,768 
	2,515 
	3,916 
	1,964 
	0 
	8,395 

	1980 
	1980 
	508,165 
	105,638 
	72,144 
	40,903 
	218,685 
	0 

	2009
	2009
	             626
	          313
	            92
	 6
	          411
	 0 

	Subtotals 
	Subtotals 
	$1,306,483  
	$300,726  
	$193,731 
	$115,219  
	$587,494 
	$22,182 

	Grand Total 
	Grand Total 
	$609,676 
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	Appendix C .Potential Monetary Benefits (continued). 
	Table 6: Summary of Potential Monetary Benefits 
	Table 6: Summary of Potential Monetary Benefits 
	Types of Potential Monetary Benefit 
	Types of Potential Monetary Benefit 
	Types of Potential Monetary Benefit 
	Rec. No. 
	Amount 
	Federal Share 

	Questioned Costs – Ineligible 
	Questioned Costs – Ineligible 
	1 
	$115,387,423 
	$ 86,540,567 

	Questioned Costs – Unsupported 
	Questioned Costs – Unsupported 
	None 
	-
	-

	Funds Put to Better Use (Cost Avoidance) 
	Funds Put to Better Use (Cost Avoidance) 
	2 
	71,958,054 
	53,968,541 

	Totals 
	Totals 
	$187,345,477 
	$140,509,108 


	Source: OIG analysis of report findings 
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	Appendix D Email from Grant Management Contractor to Joplin Schools 
	Figure
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	Appendix D Email from Grant Management Contractor to Joplin Schools (continued) 
	Figure
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	Appendix E Office of Audits Major Contributors to This Report 
	Larry Arnold, Director Chiquita Washington, Audit Manager Lena Stephenson-George, Auditor-in-Charge Jacob Farias, Program Analyst Heather Hubbard, Auditor Lauren Moore, Program Analyst Maufrend Ruiz, Auditor Christina Sbong, Auditor Kathy Hughes, Independent Reference Reviewer David DeHaven, Independent Reference Reviewer Kelly Herberger, Kevin Dolloson, and Deborah Mouton-Miller, Communications Analysts 
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	Appendix F Report Distribution 

	Department of Homeland Security 
	Department of Homeland Security 
	Department of Homeland Security 

	Secretary Deputy Secretary Chief of Staff Deputy Chiefs of Staff General Counsel Executive Secretary Director, GAO/OIG Liaison Office Under Secretary, Office of Strategy, Policy, and Plans Assistant Secretary for Office of Public Affairs Assistant Secretary for Office of Legislative Affairs Chief Financial Officer Under Secretary for Management Chief Privacy Officer Audit Liaison, DHS 

	Federal Emergency Management Agency 
	Federal Emergency Management Agency 
	Federal Emergency Management Agency 

	Administrator Chief of Staff Chief Financial Officer Chief Counsel Chief Procurement Officer Director, Risk Management and Compliance Audit Liaison, FEMA Region VII Audit Liaison, FEMA (Job Code G-17-008) 

	Office of Management and Budget    
	Office of Management and Budget    
	Office of Management and Budget    

	Chief, Homeland Security Branch DHS OIG Budget Examiner 
	Congress 
	Congress 

	Congressional Oversight and Appropriations Committees 

	External 
	External 
	External 

	Director, Missouri State Emergency Management Agency Disaster Recovery Manager, Missouri State Emergency Management Agency Missouri State Auditor Superintendent, Joplin Schools Assistant Superintendent of Business Services, Joplin Schools 
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	Additional Information and Copies 
	To view this and any of our other reports, please visit our website at: . 
	www.oig.dhs.gov
	www.oig.dhs.gov


	For further information or questions, please contact Office of Inspector General .Public Affairs at: . .Follow us on Twitter at: @dhsoig. .
	DHS-OIG.OfficePublicAffairs@oig.dhs.gov
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	OIG Hotline 
	OIG Hotline 
	. 
	To report fraud, waste, or abuse, visit our website at  and click on the red "Hotline" tab. If you cannot access our website, call our hotline at 
	www.oig.dhs.gov
	www.oig.dhs.gov


	(800) 323-8603, fax our hotline at (202) 254-4297, or write to us at: 
	Department of Homeland Security Office of Inspector General, Mail Stop 0305 Attention: Hotline 245 Murray Drive, SW Washington, DC 20528-0305 
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	DHS OIG HIGHLIGHTS.
	DHS OIG HIGHLIGHTS.
	   FEMA Should Recover $5.57 Million in Grant Funds Awarded to Frasier Meadows Manor, Inc., Boulder, Colorado 
	February 27, 2020 Why We Did This Audit Colorado awarded Frasier Meadows $11.16 million from FEMA’s Public Assistance Program to repair damage to a skilled nursing and assisted living facility, resulting from September 2013 storms and flooding. We conducted this audit to determine whether Frasier Meadows expended and accounted for grant funds according to Federal procurement regulations and FEMA guidelines. What We Recommend We recommend FEMA disallow $5.57 million as ineligible contract costs and ensure Co
	What We Found 
	What We Found 
	The Colorado Department of Public Safety, Division of Homeland Security and Emergency Management (Colorado) did not effectively oversee its subrecipient, Frasier Meadows Manor, Inc., to ensure it was aware of and followed Federal procurement regulations and Federal Emergency Management Agency (FEMA) guidelines.  In addition, FEMA should have ensured Colorado delivered assistance consistent with the FEMA-State Agreement and State Administrative Plan. 
	Frasier Meadows accounted for disaster-related costs on a project-by-project basis. However, it did not comply with Federal procurement regulations and FEMA guidelines when awarding $10.08 million for 10 contracts. Specifically, Frasier Meadows did not ensure open and free competition to promote reasonable costs and fulfillment of FEMA requirements; ensure small businesses, minority-owned firms, and women’s business enterprises had sufficient opportunities to bid on federally funded work; or perform a cost 
	As a result of our audit, Frasier Meadows updated its procurement policies and procedures.  If implemented, these corrective actions should provide FEMA reasonable assurance Frasier Meadows will spend any future disaster-related funds according to Federal procurement regulations and FEMA guidelines. 

	FEMA Response 
	FEMA Response 
	FEMA officials agreed with both recommendations.  Appendix A includes FEMA’s written response in its entirety. Prior to final issuance of this report, FEMA took action to resolve and close both recommendations. 
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	February 27, 2020 
	MEMORANDUM FOR: Lee dePalo 
	Regional Administrator, Region VIII Federal Emergency Management Agency FROM: 
	Assistant Inspector General g g ySondra F. McCauleyyyyyyyyyyyytssssssssssssssssssssssssssyyyyyyyyyyyyyyyyGeneral for Audisssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssss

	SUBJECT: FEMA Should Recover $5.57 Million in Grant Funds 
	Awarded to Frasier Meadows Manor, Inc., Boulder, 
	Colorado 
	Attached is our final report, FEMA Should Recover $5.57 Million in Grant Funds Awarded to Frasier Meadows Manor, Inc., Boulder, Colorado. We incorporated the formal comments provided by your office. 
	The report contains two recommendations. Your office concurred with both recommendations. Based on information provided in your responses to the draft report, we consider both recommendations resolved and closed. No further action is required. 
	Consistent with our responsibility under the Inspector General Act, we will provide copies of our report to congressional committees with oversight and appropriation responsibility over the Department of Homeland Security. We will post the final report on our website for public dissemination. 
	Please call me with any questions, or your staff may contact Katherine Trimble, Deputy Assistant Inspector General for Audits, at (202) 981-6000. 
	www.oig.dhs.gov 
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	Background 
	Background 
	The Colorado Department of Public Safety, Division of Homeland Security and Emergency Management (Colorado), a Federal Emergency Management Agency (FEMA) recipient, awarded Frasier Meadows Manor, Inc. (Frasier Meadows) $11.16 million for damage resulting from severe storms, flooding, landslides, and mudslides that occurred in September 2013.  Frasier Meadows, a private not-for-profit retirement community in Boulder, Colorado, offers residents independent and assisted living options, as well as skilled nursi
	Figure
	Figure 1: Flood Damage to Frasier Meadows’ Underground Garage
	Figure 1: Flood Damage to Frasier Meadows’ Underground Garage
	  Source: Frasier Meadows Manor, Inc., Boulder, Colorado 
	The $11.16 million award provided a 75 percent Federal funding cost share for debris removal, emergency protective measures, and permanent repairs to the damaged facilities.  A 75 percent Federal funding rate means FEMA will pay 
	1

	 Cost share, also known as “non-Federal share,” or “match,” is the portion of the costs of a federally-assisted project or program not borne by the Federal Government (2 Code of Federal 
	1
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	75 percent of the eligible costs while the subrecipient will be responsible for the remaining 25 percent. 
	The disaster caused damage to several insurable facilities. Frasier Meadows, as the grant subrecipient, received insurance proceeds of $1.84 million for eligible facilities.  As of February 21, 2017, Frasier Meadows, with the exception of its hazard mitigation project, had completed disaster-related work for two projects (815 and 853).Table 1 provides information on the two projects and the award amounts. 
	2
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	Table 1: Gross and Net Awards for Frasier Meadows’ Projects 815 and 853 
	Project Number 
	Project Number 
	Project Number 
	Gross Award Amount 
	Insurance Reductions 
	Net Award Amount 

	815 Pump & Extract Flood Water 
	815 Pump & Extract Flood Water 
	$ 135,391 
	($  40,119) 
	$ 95,272 

	853 Facility Repairs (capped)4 Hazard Mitigation5 Direct Administrative Costs Total Project Cost 
	853 Facility Repairs (capped)4 Hazard Mitigation5 Direct Administrative Costs Total Project Cost 
	$ 7,443,716 3,563,578 12,505 $ 11,019,799 
	($ 1,802,735) 
	$ 9,217,064 

	Totals 
	Totals 
	$11,155,190 
	($1,842,854) 
	$9,312,336


	  Source: FEMA project worksheets and Office of Inspector General (OIG) analysis 
	Regulations (C.F.R.) § 215.23 (2013)).  The Federal share is the percent paid by Federal funds (2 C.F.R. § 215.2(q)(2013)).  We rely upon the 2013 C.F.R. provisions, unless otherwise indicated, because they were in effect at the time the disaster was declared.  The Government issued new regulatory guidance on December 26, 2013. See 78 Fed. Reg. 78590 (Final Guidance) (Dec. 26, 2013), clarifying and streamlining existing regulations, which resulted in eliminating 2 C.F.R. Part 215.  The clarifications, howev
	Regulations (C.F.R.) § 215.23 (2013)).  The Federal share is the percent paid by Federal funds (2 C.F.R. § 215.2(q)(2013)).  We rely upon the 2013 C.F.R. provisions, unless otherwise indicated, because they were in effect at the time the disaster was declared.  The Government issued new regulatory guidance on December 26, 2013. See 78 Fed. Reg. 78590 (Final Guidance) (Dec. 26, 2013), clarifying and streamlining existing regulations, which resulted in eliminating 2 C.F.R. Part 215.  The clarifications, howev
	2
	3
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	of 2013 (Pub. L. No. 113-2 (2013)), which amends Title IV of the Stafford Act (42 U.S.C. § 5121 et seq.) and, among other things, authorizes alternative procedures for FEMA’s Public Assistance Program.  For permanent repair work, the law allows FEMA to make awards based on fixed estimates whereby the amount reimbursed is capped at an agreed upon amount.  Hazard mitigation is any sustained action taken to reduce or eliminate long-term risk to people and property from natural hazards and their effects. See St
	5

	U.S.C. § 5172(e)(1)(ii); see also 42 U.S.C. § 5170c, & 44 C.F.R. § 206.226(e). 
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	Results of Audit 
	Results of Audit 
	Colorado and FEMA Grant Oversight Efforts Were Not Sufficient to Ensure Subrecipient Complied with Federal Requirements 
	Colorado and FEMA Grant Oversight Efforts Were Not Sufficient to Ensure Subrecipient Complied with Federal Requirements 
	Colorado did not effectively carry out its responsibilities to monitor Frasier Meadows, its subrecipient, to ensure it met Federal procurement guidelines and FEMA requirements.  For its part, FEMA also did not hold Colorado accountable for effective grant management in accordance with Federal regulations, FEMA policies, and FEMA and state agreements. 
	Colorado Did Not Provide Effective Oversight for Its Subrecipient 
	Colorado Did Not Provide Effective Oversight for Its Subrecipient 

	As grant recipient, Colorado did not effectively monitor Frasier Meadows, its subrecipient. Nor did Colorado ensure Frasier Meadows’ purchases complied with Federal procurement processes and procedures.  The Code of Federal Regulations (C.F.R.) set out the legal requirements related to grant awards, which, in part, are designed to prevent and detect noncompliance in a grant management process. In accordance with Title 44 C.F.R. section 206.44(a), the Governor, acting for Colorado, and the FEMA Regional Admi
	6
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	Colorado also developed a State Administration Plan as required under Title 44 
	C.F.R. section 206.207 (2013) outlining the actions it would take to fulfill its duties, and further assured FEMA it would “comply with all applicable Federal statutes and regulations in effect during the periods for which it received grant funding.”  Generally, Title 2 C.F.R. section 215.51 (2013) required recipients to manage and monitor each “project, program, subaward, function or activity 
	8

	 Under FEMA-4145-DR-CO, Colorado was eligible to receive about $11.9 million of Federal funding pursuant to Stafford Act section 324 to support its FEMA grant management activities for all subrecipients, including Frasier Meadows.  Section 324 describes management costs as indirect costs, administrative expenses, and other expenses a recipient incurs in administering and managing FEMA Public Assistance grants that are not directly chargeable to a specific project.  The rate for Major Disaster Declarations i
	 Under FEMA-4145-DR-CO, Colorado was eligible to receive about $11.9 million of Federal funding pursuant to Stafford Act section 324 to support its FEMA grant management activities for all subrecipients, including Frasier Meadows.  Section 324 describes management costs as indirect costs, administrative expenses, and other expenses a recipient incurs in administering and managing FEMA Public Assistance grants that are not directly chargeable to a specific project.  The rate for Major Disaster Declarations i
	 Under FEMA-4145-DR-CO, Colorado was eligible to receive about $11.9 million of Federal funding pursuant to Stafford Act section 324 to support its FEMA grant management activities for all subrecipients, including Frasier Meadows.  Section 324 describes management costs as indirect costs, administrative expenses, and other expenses a recipient incurs in administering and managing FEMA Public Assistance grants that are not directly chargeable to a specific project.  The rate for Major Disaster Declarations i
	 Under FEMA-4145-DR-CO, Colorado was eligible to receive about $11.9 million of Federal funding pursuant to Stafford Act section 324 to support its FEMA grant management activities for all subrecipients, including Frasier Meadows.  Section 324 describes management costs as indirect costs, administrative expenses, and other expenses a recipient incurs in administering and managing FEMA Public Assistance grants that are not directly chargeable to a specific project.  The rate for Major Disaster Declarations i
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	supported by the award.”  For its part, FEMA was to provide oversight of Colorado’s grant management activities. 
	9

	For grant management to be effective, recipients must regularly monitor their subrecipients and conduct site visits to assess compliance with Federal requirements. However, Colorado did not assess Frasier Meadows’ ability to meet Federal procurement requirements, nor did it take proactive steps to ensure Frasier Meadows was aware of and complied with Federal procurement requirements. 
	Frasier Meadows submitted its request for FEMA Public Assistance funding on October 23, 2013, after Colorado had already held its applicants’ briefing   Moreover, Colorado and Frasier Meadows did not discuss repair work until late January 2014 — after Frasier Meadows had procured contracts and began repair work. Federal regulations require Colorado to not only ensure potential applicants are aware of available public assistance but also provide them with technical advice and 
	meeting.
	10
	assistance.
	11 

	In addition, Colorado agreed to monitor the progress and completion of the project and ensure all subrecipient purchases complied with “local, State of Colorado and applicable Federal procurement processes and procedures.”However, we found no evidence of Colorado’s monitoring activities or outreach between October 23, 2013, and January 31, 2014, which should have occurred before Frasier Meadows awarded contracts for repair work.  Consequently, Frasier Meadows would have been in a better position to comply w
	12 

	Frasier Meadows officials said they realized their contracts had been improperly awarded only after they attended Colorado’s June 19, 2014 Public Assistance Roadshow (i.e., a technical assistance conference held for eligible applicants). According to Frasier Meadows’ officials, they were unaware of the specific Federal procurement requirements, but ongoing communication with FEMA and Colorado officials during the preliminary damage assessment and project formation phases led them to believe they had properl
	See 2 C.F.R. § 215.51(a) (2013). The State conducts Applicants' Briefings to inform prospective applicants of available assistance and eligibility requirements for obtaining Federal assistance under the declared event.  Frasier Meadows officials did not attend this meeting because they mistakenly believed they were not eligible to receive Federal Public Assistance grant funding. 
	See 2 C.F.R. § 215.51(a) (2013). The State conducts Applicants' Briefings to inform prospective applicants of available assistance and eligibility requirements for obtaining Federal assistance under the declared event.  Frasier Meadows officials did not attend this meeting because they mistakenly believed they were not eligible to receive Federal Public Assistance grant funding. 
	9 
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	 44 C.F.R. § 206.202(b)(1) and (3)  State of Colorado Public Assistance Program Administrative Plan for FEMA – 4145 – DR- CO Declared 09/14/2013, pp. 16 and 17 
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	remedies might be available. On November 19, 2014, Colorado alerted FEMA of Frasier Meadows’ procurement noncompliance issues. 
	In an effort to establish Frasier Meadows’ repair costs were reasonable, Colorado sought approval of a plan for Frasier Meadows to obtain an independent estimate of its disaster-related repairs and to provide a narrative explaining why Frasier Meadows did not comply with Federal procurement regulations. FEMA rejected Colorado’s plan, explaining a better approach would be to ask Frasier Meadows if it had historical costs for similar work, or to ask other applicants for costs associated with similar work and 
	In several previous audit reports, the Department of Homeland Security OIG concluded Colorado did not properly manage or monitor its FEMA  As shown in these reports, Colorado did not comply in the past with the terms and conditions of its FEMA-State Agreements, and FEMA did not effectively ensure Colorado enforced the terms of either the FEMA-State Agreements or State Administrative Plans. For example, we reported in 2016 “Colorado should have done more as FEMA’s grantee to ensure the City [of Evans, Colora
	grants.
	13
	14
	million.
	15 

	Colorado’s inadequate grant management led to Frasier Meadows’ noncompliance with Federal procurement regulations. When grant recipients do not manage day-to-day operations, there is increased risk subrecipients will spend taxpayer money on unreasonable or ineligible costs and activities.  In addition, subrecipients, such as Frasier Meadows, risk losing Federal funding. 
	FEMA Did Not Hold Colorado Accountable  
	FEMA Did Not Hold Colorado Accountable  

	FEMA, as the awarding agency, should have ensured Colorado delivered assistance to Frasier Meadows consistent with the FEMA-State Agreement and the State Administrative Plan.  Specifically, the FEMA-State Agreement and 
	Colorado Should Provide the City of Evans More Assistance in Managing FEMA Grant Funds, OIG-16-78-D, May 3, 2016; Lyons and Colorado Officials Should Continue to Improve Management of $36 Million FEMA Grant, OIG-16-67-D, April 20, 2016; Longmont and Colorado Officials Should Continue to Improve Management of $55.1 Million FEMA Grant, OIG-16-21-D, January 21, 2016; FEMA Should Disallow Over $4 Million Awarded to Mountain View Electric Association, Colorado, for Improper Procurement Practices, OIG-15-113-D, J
	13 
	14 
	15 
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	Colorado’s State Administrative Plan hold Colorado accountable to FEMA to comply with all applicable laws and regulations governing standard grant management practices, which include Colorado’s responsibility to monitor project progress and ensure all subgrantee purchases comply with applicable “local, State of Colorado and applicable Federal procurement processes and procedures.” Without adequate management and monitoring of grants and subgrants, FEMA is at increased risk of inefficient disaster recovery a
	Because FEMA addressed our earlier recommendation to instruct Colorado officials about their responsibilities for monitoring subgrant activities and administering and managing grants, we are not making a similar recommendation in this report. However, FEMA should direct Colorado to work with Frasier Meadows officials to ensure its updated Federal procurement policies and procedures will be implemented in the event of a future disaster. 
	16


	Frasier Meadows Did Not Comply with Federal Procurement Regulations and FEMA Guidelines 
	Frasier Meadows Did Not Comply with Federal Procurement Regulations and FEMA Guidelines 
	Frasier Meadows did not comply with Federal procurement regulations and FEMA guidelines when awarding $10.08 million for 10 contracts — $8.1 million for non-exigent work and $1.98 million for exigent work. Specifically, based on our review of contracts for repair, associated project files, and interviews we conducted, Frasier Meadows did not fulfill provisions of the C.F.R., which require in part that subrecipients —  
	17

	x conduct procurement transactions in a manner providing open and free 
	competition; 
	x take positive efforts to use small businesses, minority-owned firms, and 
	women’s business enterprises, whenever possible; 
	x perform (and document) some form of a cost or price analysis; 
	x maintain a contract administration system to (1) ensure contractor 
	conformance with the terms, conditions, and specifications of the 
	contract and to ensure adequate and timely follow-up of all purchases 
	and (2) to evaluate contractor’s performance and document, as 
	appropriate, whether contractors have met the terms, conditions and 
	specifications of the contract; 
	x include required provisions in all contracts; 
	x obtain bid guarantees and performance and payment bonds; and 
	The City of Loveland, Colorado, Could Benefit from Additional Assistance in Managing its FEMA Public Assistance Grant Funding, OIG-15-30-D, January 29, 2015, Recommendation 6.  Emergency/exigent circumstances are those that may include the existence of a threat to public health or public safety, or other unique circumstances that warrant immediate action. See 2 C.F.R. § 215.43 (2013); see also e.g., 44 C.F.R. § 13.36(d)(4)(i)(B). 
	16 
	17
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	confirm certain parties who are debarred, suspended, or otherwise 
	excluded, are not participants or principals in contracts under Federal 
	awards or 
	subawards.
	18 


	Frasier Meadows also did not fully follow FEMA guidelines requiring contracts be of reasonable cost, generally competitively bid, and comply with Federal, State, and local procurement 
	standards.
	19 

	Contracts Awarded without Open and Free Competition 
	Contracts Awarded without Open and Free Competition 

	Frasier Meadows awarded 10 contracts without open and free competition.  Instead of soliciting competitive proposals, Frasier Meadows awarded contracts to vendors it had done business with in the past. Frasier Meadows selected the vendors because of their prior work experience, familiarity with Frasier Meadows’ facilities, and contractor availability. Although these factors can be used to evaluate bids, to comply with Federal procurement requirements for open and free competition, requests for proposals mus
	Without open and free competition, FEMA has no assurance costs are reasonable. Open and free competition usually increases the number of bids received and thereby increases the opportunity to obtain reasonable pricing from the most qualified contractors.  It also allows greater opportunity for small businesses, minority firms, and women’s business enterprises to compete for federally funded work. Open and free competition also helps discourage and prevent favoritism, collusion, fraud, waste, and abuse. 
	Limited Opportunities for Small, Minority, and Women-Owned Businesses 
	Limited Opportunities for Small, Minority, and Women-Owned Businesses 

	Frasier Meadows did not make the required effort to use small businesses, minority-owned firms, and women’s business enterprises whenever possible for any of the 10 contracts it awarded.  The requirements include making information on forthcoming opportunities available and reserving timeframes to encourage and facilitate participation by disadvantaged firms; considering whether firms competing for larger contracts intend to subcontract with disadvantaged firms; and using the services and assistance, as app
	2 C.F.R. §§ 215.43, 215.44(b), 215.45, 215.47, 215.48, 215.48(c), & 215.13 (2013). See also Public Assistance Guide, FEMA 322/June 2007, pp. 51–53, and Public Assistance Applicant Handbook, FEMA 323/March 2010, pp. 43–45. Public Assistance Guide, FEMA 322/June 2007, p. 51. See also FEMA Public Assistance Applicant Handbook, FEMA 323/March 2010, pp. 43–45. 
	18 
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	Meadows’ failure to follow these procurement requirements potentially limited opportunities for small, minority, and women-owned businesses. 
	Absence of Cost or Price Analysis 
	Absence of Cost or Price Analysis 

	Frasier Meadows did not perform a cost or price analysis for any of the 10 contracts it awarded.  Performing a cost or price analysis decreases the risk of unreasonable contract costs and misinterpretations or errors in pricing relative to contract scope of work. Frasier Meadows officials said they did not prepare cost or price analyses for any of their disaster-related work but instead relied on information they received from the individual contractors. Frasier Meadows officials did not provide support for
	Inadequate Contract Administration System 
	Inadequate Contract Administration System 

	Frasier Meadows did not maintain a contract administration system to ensure its contractors performed work in accordance with the terms, conditions, and specifications of their contracts. Although Frasier Meadows officials said they had a representative onsite, they could not provide documentation to support their monitoring of contractors’ work. Lacking a contract administration system and supporting documentation, Frasier Meadows had no effective means of ensuring the contractors fulfilled contract specif
	Absence of Required Contract Provisions 
	Absence of Required Contract Provisions 

	None of Frasier Meadows’ 10 contracts contained required contract provisions. Federal regulations set forth specific provisions for contracts and subcontracts, including remedies and termination clauses, non-discrimination provisions, compliance with labor laws, bonding notifications, and debarring and suspension requirements. These provisions describe the rights and responsibilities of both parties. Without the provisions, the risk of misinterpretations and disputes increases. 
	Absence of Minimum Bonding Requirements 
	Absence of Minimum Bonding Requirements 

	Frasier Meadows did not obtain the required bid guarantee or performance and payment bonds for 4 of the 10 contracts it awarded, totaling $9,339,320. At a minimum, subrecipients are required to obtain bid guarantees equal to 5 percent of the bid price, and performance and payment bonds equal to 100 percent of the contract price. Bonds protect subrecipients in case of default by their contractor. Rather than obtain the required bonds, Frasier Meadows reviewed its contractors’ financial statements to determin
	9 OIG-20-17 
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	worthiness. This alternative approach was not an effective way to guarantee contractor price or performance and did not meet the requirements of the 
	C.F.R.
	C.F.R.
	20 


	Insufficient Confirmation of Debarred or Suspended Contractors 
	Insufficient Confirmation of Debarred or Suspended Contractors 

	Frasier Meadows did not determine whether its contractors were debarred, suspended, or otherwise excluded from participating in Federal assistance awards and subawards. To help protect the Government from doing business with individuals, companies, or recipients who pose a risk to the Federal Government, recipients of Federal funding are not permitted to award contracts to debarred contractors. Although Frasier Meadows did not do so, we verified that none of Frasier Meadows’ contractors were debarred, suspe
	Questioned Costs 
	Questioned Costs 

	As explained previously, Frasier Meadows’ noncompliance with multiple Federal procurement regulations, led us to question $5.57 million in contract costs. We do not question costs for work undertaken when lives and property are at risk; therefore, we did not question $1.98 million in disaster-related contract costs Frasier Meadows incurred for the cleanup, stabilization, and dehumidification of its assisted living and healthcare facilities. We did, however, question the remaining $5.57 million ($7.44 millio
	21

	See 2 C.F.R. § 215.48(c)(1-4) (2013)..  2 C.F.R. § 215.43 (2013). See also 44 C.F.R. § 13.36(d)(4)((i)(B) (2013).  On December 19,. 2014, DHS replaced 44 C.F.R. Part 13 references in 2 C.F.R. Parts 200 and 3002 as applicable.. See 80 Fed. Reg. 59549-50 (Final Rule) (Oct. 2, 2015).. 
	20 
	21
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	Table 2: Questioned Costs for 10 Contracts Due to Noncompliance 
	Contract Scope of Work 
	Contract Scope of Work 
	Contract Scope of Work 
	Gross Award Amount for Contract Work 
	Project 815 
	Project 853 

	Non-Exigent Work 
	Non-Exigent Work 
	$ 8,104,737 
	$ 0 
	$8,104,737 

	Exigent Work22
	Exigent Work22
	    1,979,556
	  103,448 
	  1,876,108 

	Totals Calculation of Questioned Costs: PAAP Capped Amount23 – Project 853    Less Exigent Work – Project 853 
	Totals Calculation of Questioned Costs: PAAP Capped Amount23 – Project 853    Less Exigent Work – Project 853 
	$10,084,293 
	$103,448 
	$9,980,845 $7,443,716(1,876,108) 

	Total Questioned Costs 
	Total Questioned Costs 
	$5,567,608


	  Source: Frasier Meadows procurement records and OIG analyses 
	As a result of our on-going audit, Frasier Meadows updated its procurement policies and procedures on June 14, 2017 to comply with Federal procurement standards. If Frasier Meadows implements its updated policies and procedures, FEMA should have reasonable assurance Frasier Meadows will spend any future disaster-related funds according to Federal procurement regulations. 


	Recommendations 
	Recommendations 
	Recommendation 1: We recommend the Regional Administrator, FEMA Region VIII, disallow $5,567,608 ($4,175,706 Federal share) for contracts that do not comply with Federal procurement standards, unless FEMA grants an exemption for all or part of the costs as Title 2 C.F.R. section 215.4 or its successor provision allows and determines the costs are reasonable. 
	Recommendation 2:  We recommend the Regional Administrator, FEMA Region VIII, direct Colorado to work with Frasier Meadows officials to ensure Frasier Meadows implements its updated Federal procurement policies and procedures in the event of a future disaster. 
	 Frasier Meadows did not competitively award $1.98 million in clean-up and electrical. contracts, but Federal regulations permit noncompetitive procurements during exigent .circumstances..  Because Frasier Meadows elected to participate in FEMA’s PAAP Pilot Program for permanent. work, the total amount FEMA can fund Frasier Meadows for repairs on its assisted living,. healthcare, and parking garage facilities within Project 853 is capped at $7.44 million.. Accordingly, we calculated questioned costs using t
	22
	23
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	Management Comment and OIG Analysis 
	Management Comment and OIG Analysis 
	We discussed the results of our audit with FEMA, Colorado, and Frasier Meadows officials. FEMA also provided written comments in response to our draft report, and concurred with both recommendations.  We included a copy of FEMA’s management comments in their entirety in appendix A. 
	Subsequent to transmitting the written comments, FEMA took action to resolve and close both recommendations and provided additional information and supporting documentation. 
	FEMA Comments to Recommendation #1: FEMA concurred with our recommendation. During the closeout process, FEMA evaluated the contract costs we questioned. FEMA determined $5,567,608 in requested contract costs were necessary and reasonable. 
	OIG Analysis of FEMA’s Response: FEMA’s corrective action to evaluate the questioned costs resolves and closes this recommendation. No further action is required. 
	FEMA Comments to Recommendation #2: FEMA concurred with the recommendation and in December 2019 directed Colorado to ensure Frasier Meadows implements its updated Federal procurement policies and procedures in the event of a future disaster. 
	OIG Analysis of FEMA’s Response: FEMA’s corrective action directing Colorado to ensure Frasier Meadows implements updated Federal procurement policies and procedures is sufficient to resolve and close the recommendation. No further action is required. 

	Objective, Scope, and Methodology 
	Objective, Scope, and Methodology 
	Department of Homeland Security Office of Inspector General was established by the Homeland Security Act of 2002 (Public Law 107−296) by amendment to the Inspector General Act of 1978. 
	We audited FEMA Public Assistance grant funds awarded to Frasier Meadows Manor, Inc., Public Assistance Identification Number 013-UL14W-00.  Our audit objective was to determine whether Frasier Meadows accounted for and expended FEMA grant funds according to Federal procurement regulations and FEMA guidelines for FEMA Disaster Number 4145-DR-CO. 
	Colorado awarded Frasier Meadows $11.16 million ($9.31 million after reductions for the PAAP cap and insurance) for damages resulting from severe 
	12 OIG-20-17 
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	flooding occurring September 11–30, 2013.  Our audit scope included two large projects totaling $11.16 million, or 100 percent, of the total award amount (see appendix A, table 3).  The award provided 75 percent FEMA funding for debris removal, emergency protective measures, and permanent work for two large 
	projects.
	24 

	We selected the projects in our scope from FEMA’s Emergency Management Mission Integrated Environment (EMMIE) computerized information system, and verified the payments and claimed costs were supported by source documents. We determined the data we used to support the audit findings, conclusions, and recommendations is reliable. We did not rely solely on information system data or other data we did not test against other systems or collaborate with other source documents.  An evaluation of information syste
	To accomplish our objective, we interviewed FEMA, Colorado, and Frasier Meadows officials; gained an understanding of Frasier Meadows’ method of accounting for disaster-related costs; reviewed Frasier Meadows’ procurement policies and procedures; judgmentally selected (generally based on dollar value) and reviewed project costs and 10 procurement transactions valued at $10.08 million for the projects in our audit scope; reviewed applicable Federal regulations and FEMA guidelines; and performed other procedu
	This audit is part of a body of public assistance grant audits conducted by our office to identify areas where the grantee or subgrantee may need additional technical assistance or monitoring to ensure compliance with Federal regulations and FEMA guidelines.  Audit planning, risk assessment, and internal control assessment were limited to the extent necessary to address our audit objective. We conducted our review under the authority of the Inspector General Act of 1978, as amended, between February 2017 an
	 Federal requirements in effect at the time of the disaster set the large project threshold at greater than $67,500 [Notice of Adjustment of Disaster Grant Amounts, 77 Fed. Reg. 61423 (Oct. 9, 2012)]. 
	24
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	Office of Audits Major Contributors to this report are Paige Hamrick, Director (Ret); Brooke Bebow, Director; David B. Fox, Audit Manager; Rodney Johnson, Auditor-in-Charge; Douglas Denson, Auditor (Ret); Josh Welborn, Auditor; Evette Fontana, Auditor; Corneliu Buzesan and Kathy Hughes, Independent Reference Reviewers; and Deborah Mouton-Miller, Communications Analyst. 
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	Appendix A FEMA Region VIII Comments to the Draft Report 
	Appendix A FEMA Region VIII Comments to the Draft Report 
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	Appendix B Potential Monetary Benefits 
	Appendix B Potential Monetary Benefits 
	Table 3: Projects Audited and Questioned Costs 
	Project Number 
	Project Number 
	Project Number 
	FEMA Category of Work* 
	Gross Award Amount 
	Net Award (after insurance reduction) 
	Questioned Cost (Finding B) 

	815 
	815 
	B 
	$ 135,391 
	$ 95,272 
	$ 0 

	853 
	853 
	E 
	11,019,799 
	9,217,064 
	5,567,608 

	Totals 
	Totals 
	$11,155,190 
	$9,312,336 
	$5,567,608


	  Source: FEMA project worksheets, Frasier Meadows records, and OIG analysis 
	* FEMA classifies disaster-related work by type: debris removal (Category A), emergency protective measures (Category B), and permanent work (Categories C through G). 
	Table 4: Summary of Potential Monetary Benefits 
	Rec No. 
	Rec No. 
	Rec No. 
	Type of Potential Monetary Benefit 
	Amount 
	Federal Share 

	1 
	1 
	Questioned Costs – Ineligible 
	$ 5,567,608 
	$ 4,175,706 

	TR
	Questioned Costs -Unsupported 
	0 
	0 

	TR
	Funds Put to Better Use (Cost Avoidance) 
	0 
	0 

	TR
	Totals 
	$5,567,608 
	$4,175,706


	 Source: OIG analysis of report findings 
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	Appendix C Report Distribution 
	Appendix C Report Distribution 
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	Additional Information and Copies 
	Additional Information and Copies 
	To view this and any of our other reports, please visit our website at: . 
	www.oig.dhs.gov
	www.oig.dhs.gov


	For further information or questions, please contact Office of Inspector General .Public Affairs at: . .Follow us on Twitter at: @dhsoig. .
	DHS-OIG.OfficePublicAffairs@oig.dhs.gov
	DHS-OIG.OfficePublicAffairs@oig.dhs.gov
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	OIG Hotline 
	OIG Hotline 
	. 
	To report fraud, waste, or abuse, visit our website at  and click on the red "Hotline" tab. If you cannot access our website, call our hotline at 
	www.oig.dhs.gov
	www.oig.dhs.gov


	(800) 323-8603, fax our hotline at (202) 254-4297, or write to us at: 
	Department of Homeland Security Office of Inspector General, Mail Stop 0305 Attention: Hotline 245 Murray Drive, SW Washington, DC 20528-0305 
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