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Dht ARTMENT OF HOMELAND SECURITY 

Office of Inspector General 
Atlanta Field Office - Audit Division 

303 Chamblee Tucker Rd 
Atlanta, GA 30341 

May 20, 2003 

MEMORADUM 

TO: Joseph Picciano 

c; ~~o~ir, FEMA Reon II

FROM: 

Field Offce Dirtor 
GarJ.Bard ~
 

SUBJECT: Audit of
 New York State Emergency Management Offce 
FEMADisasterNo.1391-DR-NY 
Audit Reprt No. DA-IO-03 

The Offce of Inpector General (OIG) pedormed an audit of 
 public assistace admistrtive 
fuds provided to the New York State Emergency Management Offce (SEMO) for Disaster 
No. 1391. The objective of the audit 
 was to determe whether SEMO was accountig for and 

) 
using such fuds in accordce with Federal regulations and FEMA guidelines.


The Governor of the State of 
 New York designated the Dirtor of SEMO as the Governor's 
Authoried Representative 
 (GAR) for disaster assistace progrs. As such, the Director and
 
his offce have responsibilty for overall adinstrtion of fuds awarded to eligible governent 
agencies and non-profit organizations for the implementation of projects designed to faciltate 
recovery from a disaster. SEMO, as the grtee, received an adstrtive allowance and Stàte
 

management grts to cover costs associated with progr adinstrtion. SEMO 
responsibilities include: 

· Accounting for and reportng 
 on the receipt and disburement of program fuds; 

· Awarding progrm fuds to subgrantees and monitoring the use of funds to ensure 
compliance with FEMA requirements; and 

· Closing the Public Assistace projects and subgrants made under' each disaster
 

declaration. 

The audit covered the period September 2001 through September 2002. Dug this period,
 

SEMO was awarded $7,493,026 of adminstrtive fuds under Disaster No. 1391, consistig of 
- - -$'7,030;265-in statutoryadminstrtive-allowancesanù-a. $462;76-I-State managemenf gtt~--- -- 
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The OIG pedormed,'l.e audit under the authority of the InspecturGeneral Act of 1978, as
 

amended and accordig to generally accepted governent auditig stadads. The audit
 

included tests of 

SEMO's accountig record, a judgmenta sample of 
 expenditus, and other auditig
proedurs considere. 
 necessar under the cirumtaces.

RESULTS OF AUDIT 

SEMO was not properly accountig for expenditu allocable to the statutory adstrtive
 

fud and did not have an effective system to support salar costs distrbuted among FEMA 
. ,
 progrs. 

A. Accountig for Statutory Admstrtive Funds. SEMO ha not ~stalished a separte 
account to document and accumulate costs tht are allocable to its statutory adstrtive
 

allowance. As a result, SEMO ha not accounte for expeditus allocle to the 
allowance, or maitaed an acurte accuntig of the available balance. 

SEMO reeived FEMA Disaste 1391 fuds, for its dit implementation and inte
 

use, frm th differet sour. Puuat to the Robe T. Stafford Dite Relief and
 

Emergency Assistace Act SEMO reived a statutory adstrtive allowance of over
 

$7 millon to cover the extrrd cost ditly associat with adstg the Pulic
 
Assistace Progr. Ths allowance is based on a statutoriy manda slidig scae 
percentage (ragig from one-half pecent to th percnt) tht is applied to the total 
amount of 
 Federl disaste assistace fuds awarded under the progr. 

ì 

SEMO also received a State magement grt of $462,761 to cover ord or 
 regular 
cost diectly associat with adsterig the progr, and a public assistace grt of
 

$2.4 milion to pedoII emergency protective servces in the State followig the disaster. 

Federal regulations (44 CFR 206.205) reuir SEMO to establish a separte account to . 
document and accumulate cost for each of the above activities. Federa reguation 
 (44
CFR 13.20) also reuires SEMO to estalish fical contrls and acountig pros to 
ensure tht FEMA fuds ar used appropriately. However, a separte acunt and fiscal 
contrls were established for all but the statory allowance. 

SEMO established two acounts in the State Genera Fund to document and aculate
 

cost for Disaster No. 1391. A salar expenditu acount was estalished to acumulate 
reguar and overte salares. Another expeditue acount was estalished to accuulate
 

the other categories of cost, such as trvel, contrt, supplies, material, and equipment. 

To separtely account for the State management grt and emergency protectiveselVices . 
cost by activity, SEMO extrcte expenditues frm the general fud accounts and liste 
the expenses on a computeried spreadheet by FEMA fudig source. However, a 

- --spreadsheet-was-not-prepar-to-doument-and-accumulate-costs-allocable-tocthe-statutory
 

admstrtive fud. SEMO offcials state that a spreadheet was not prear because 
no statutory admistrtive fuds had been drwn down. However, ths lack of accountig 
does not promote proper cost allocation among FEMA activities. 

2 



( 

For example, the statutory adinistrtive fud is provided to cover extrrdiar cost
 

incured for the formulation of project worksheets, validation of Šmall projects, and field 
inpections. Ths cost includes overtme pay, per diem, and trvel expenses. The OIG 
stav~fied that SEMO incur these expenses durg the adstron ofFEMA 
Disaster No. 1391, but some of the expenses were being improperly chaed to the
 

emergency servces project (No. 1445). Specifically, SEMO chaged $2,999 of trvel 
expenses to the project th were associate with employee meetig with FEMA and City 
of New York offcia on dis.ater revery activity. However, these exes wer 
adstrtive in natu and should have bee chared to the statutory adstrtive fud,.
 

not the emergency servces project. 

B. Personnel Activity Reportg System. SEMO had not established a personnel activity 
reportng system to support salar cost 
 distrbuted among FEMA fuded activities. As 
a result, there are no assurces that salar costs charged to FEMA fuded activities are 
accurate and reliable. 

SEMO distrbute employees' salares to different FEMA fuded activities. Regular 
salares of 
 the 69 SEMO employees, totaing $462,761, were chaged to the State
management grt(No..10~). .T1~S~ salares were for the period Septeber 13,2001 

to Janua 2, 2002.~Agtis$,ijèperiodSEMO chaged $66,459 of the 
employees' overte sa.lyìes to emergency protetive servces project. Contr to
regulation (OMB Circular A-87), the distrbution of 
 the employees' salares between 
these two different FEMA activities was not support by time distrbution recrds or
 

personnel. activity report.
 

) SEMO offcials state th a personnel activity reportg syste would be imlemente to 

comply with Federal reuirents. 

REOMMNDATIONS 

The OIG recommends that the Acting Regional Director, Region II, require SEMO to: 

1. Estalish a separte acunt to docent and acumulate expees allocable to the sttutory 
adstrtive fud undeFEMA Disaster No. 1391; and 

2. Develop a personnel activity-reportg system that documents and support salar cost
 

distrbute among the varous FEMA fuded activities. 

DISCUSSION WI MAAGEMENT AN AUDIT FOLLOW-UP 

The OIG discussed the results of our audt with SEMO and FEMA offcials on May 14, 2003. 
SEMO offcials concur with our fidigs.
 

Puuat to FEMA Instrction 1270.1,_please advise the Atlanta Field Offce-Auait Division 
by July 21,2003, of 
 the actions taen to implement our recommendations. Should you have any 
questions concerning ths report, please contat George Peoples or me at (770) 220-5242. 
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