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We performed an audit of disaster costs associated with Hurricane Katrina activities for the 
Pascagoula School District (District), located in Pascagoula, Mississippi. The objectives of 	 the audit 
were to determine whether the District was properly accounting for disaster-related costs and 
whether such costs were eligible for funding under the Federal Emergency Management Agency's 
(FEMA) disaster assistance programs. 

As of October 15,2007, the cut-off date of our review, the District had received a public assistance 
award of $23 million from the Mississippi Emergency Management Agency (MEMA), a FEMA 

buildings and equipment, and 
other disaster-related activities. The award provided 100% FEMA funding for 45 large projects and 
46 small projects.l Our audit focused primarily on $8.7 million awarded under 10 large projects 

grantee, for emergency protective measures, repair/replacement of 


benefits from 
(See Exhibit). However, we also reviewed other projects for potential duplication of 


other sources. Those projects and related duplication of 
 benefits identified during our review can be 
found in the Exhibit. 

The audit covered the period August 29,2005, to October 15,2007, during which the District 
received $3.4 million ofFEMA funds under the 10 large projects. 

We conducted this performance audit under the authority of 	 the Inspector General Act of 1978, as
 

amended, and according to generally accepted governent auditing standards. Those standards 
require that we plan and perform the audit to obtain suffcient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives. We believe that the 
evidence obtained provides a reasonable basis for our findings and conclusions based on our audit 
objectives. 

1 Federal regulations in effect at the time of 
 Hurricane Katrina set the large project threshold at $55,500. 



We judgmentally selected samples of 
 project cost documentation (generally based on dollar value); 
interviewed District, MEMA, and FEMA personnel; reviewed the District's disaster grant 
accounting system and procurement policies and procedures; reviewed applicable federal regulations 
and FEMA guidelines; and performed other procedures considered necessary under the 
circumstances. We did not assess the adequacy of 
 the District's internal controls applicable to its 
grant activities because it was not necessary to accomplish our audit objective. We did, however, 
gain an understanding of 
 the District's grant accounting system and its policies and procedures for 
administering activities provided for under the FEMA award. 

RESULTS OF AUDIT 

The District accounted for large project expenditures on a project-by-project basis as required by 
federal regulations. However, $64,485 of interest earned on FEMA advances had not been remitted 
to FEMA in a timely manner. In addition, we identified $1,060,015 ofFEMA funding that should 
be deobligated because the District received funds from other sources to cover the cost of work 
obligated under several proj ects. 

A. Interest Earned on FEMA Advances. According to 44 CFR 13.21(i), grantees and subgrantees 
shall promptly, but at least quarterly, remit interest earned on FEMA advances. The District was 
advanced $1,773,3 11 ofFEMA funds on February 3, 2006, for 16 emergency protective 
measures projects. As of October 15, 2007, the cut-off date of our review, the District had used 

the advanced funds to reimburse vendors for disaster-related work, and had earned$l million of 


an estimated $49,720 of 
 interest on the remaining balance. However, the interest had not been 
remitted to FEMA as required. After bringing this matter to the attention of District offcials, a
 

check for $64,485 was forwarded to FEMA on January 13, 2009, which included additional 
interest calculated by the District through September 10,2008. As a result of the District's
 

action, this finding contains no recommendation. 

B. Duplication of Benefits. The District used $1,060,015 of funds from other sources to cover the 
cost of work obligated under several FEMA projects. According to Section 3 12(a) of the 
Stafford Act, FEMA funds cannot be used for expenditures recoverable from another federal 
program, insurance, or any other source. As a result, the $1,060,015 of duplicate funding should 
be deobligated under the FEMA award, as follows: 

1. Gulf Coast School Library Recovery Initative. Six schools within the District applied for 
and received funds totaling $235,000 from the Gulf Coast School Library Recovery 
Initiative, a program started by the Laura Bush Foundation (LBF), a non-federal source. The 
Initiative was created by the LBF in March 2006 to provide grants to replace books at school 
libraries that were destroyed or damaged in the Gulf Coast region by Hurricanes Katrina, 
Rita, and Wilma. However, $226,677 of 
 the $235,000 in LBF funds covered book 
replacement costs authorized under several FEMA projects. The table below shows the six 
schools and affected projects. 
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Project Project LBF Duplication of 
Award Amount Funds Benefits Under 

School Project Amount For Books Received FEMAProiects 
Eastlawn Elementary 5101 $ 291,343 $ 45,513 $ 35,000 $35,000 
Trent Lott Middle 5113 897,111 445,249 45,000 45,000 
Gautier Elementary 5306 545,237 92,679 60,000 60,000 
Beach Elementary 5223 375,951 59,730 25,000 25,000 
Central Elementary 5291 456,102 75,295 50,000 50,000 
Colmer Middle 5274 145,626 11,677 20,000 11,677 

Total $2,711,370 $730,143 $235,000 $226,677 

According to FEMA Policy 9525.3 (Duplication of 
 Benefits-Nan-Government Funds, 
October 30,2000), grants and cash donations from non-federal sources designated for the 
same purpose as federal disaster funds generally are considered a duplication of benefits. In 
most cases, the non-federal funds received can be used to pay the non-federal cost share of 
the grant and any excess would be used to reduce the total project cost. Since Hurrcane 
Katrina projects were 100% federally funded, the full amount of the $226,677 should be 
deobligated under the FEMA projects since it is no longer needed for its intended purposes. 

2. Restart Program. The District received $18.9 million of Immediate Aid to Restart School 
Operations (Restart) funds from the U.S. Department of 
 Education, which were authorized 
under the Hurricane Education Recovery Act (HERA). The HERA authorized programs to 
assist school districts and schools in meeting the educational needs of students displaced by 
Hurricanes Katrina and Rita, and to help schools closed as a result of the hurricanes to re
open as quickly and effectively as possible. Under the Restart program, funds were provided 
for recovery of electronic information, replacement of information systems, financial 
operations, replacement of instructional materials and equipment, and other school needs. 

The District used the Restart program funds to cover salary related costs of the 2005-2006 
school year, and to cover other eligible items under the program, which included computers, 
supplies, equipment, vehicles, and other goods and services. We reviewed purchases made 
by the District with Restart funds and identified $833,338 of items authorized under several 
FEMA projects. As a result, the amount awarded under the FEMA projects should be 
deobligated because FEMA funding is no longer needed for the purchase of such items. 
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RECOMMENDATION
 

We recommend that the Acting Director, Mississippi Transitional Recovery Offce, in coordination 
with MEMA, deobligate the $1,060,015 ofFEMA funding duplicated by federal and non-federal 
sources. 

MANAGEMENT DISCUSSION AND AUDIT FOLLOW-UP 

The audit results were discussed with FEMA, MEMA, and District officials on December 3,2008. 
District offcials concurred with Finding A, but disagreed with the duplicate funding identified under 
Finding B. They said that the expenditures charged to the LBF and Restart grants could be re
classified and charged to the FEMA projects, thus allowing them to use LBF and Restart funds to 
purchase items not destroyed by the disaster. However we disagree. According to LBF and Restart 
grant funding documentation, the grant funds could only be used to replace items destroyed by 
Hurrcane Katrina. 

Please advise me by June 26, 2009, ofthe actions taken or planned to implement the 
recommendation contained in this report. Should you have any questions concerning this report, 
please call me at (404) 832-6702, or Larry Arold, Audit Manager, at (228) 385-1717. Key 
contributors to this assignment were Larry Arold, 1. Hugh Dixon, and Michael Keenum. 

cc: Regional Administrator, FEMA Region iv 
Audit Liaison, FEMA Region iv 
Audit Liaison, FEMA Mississippi Transitional Recovery Offce 
Audit Liaison, FEMA 

4
 



Exhibit 

Pascagoula School District, Pascagoula, MS
 
FEMA Disaster No. 1604-DR-MS
 

Schedule ofProiects Reviewed and Funds Put to Better Use
 
August 29,2005 through October 15, 2007
 

Funds Put 
Project Amount to Better 
Number Awarded Use 

IIncluded in Full 
Scope of Audit: 

5223 $375,651 $25,000 

7564 936,730 

9576 712,871 

6967 1,182,622 

7841 1,936,972 

5291 468,295 161,507 

5328 449,204 

5113 897,11 1 45,000 

5324 228,603 

8329 1,504,411 

Interest on Advances 
(Numerous Projects) 64,485 

Sub-total $8,692,470 $295,992 

Reviewed for Duplication 

of Bene/Us: 

5101 68,485 

5306 335,874 

5274 11,677 

5106 92,094 
9674 26,810 
5203 222,009 
5327 50,237 
5213 19,798 
3249 1,524 
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