
Ofce of Inspector (Jneral 
Arlanta Field Offce ..Audit Drvslón 

u.s Departent or Homdand Security 
3003 Clbi~ Tucker Rd
 

Atlanta GA 30341 

September 29,2004 
MEMORAUM 

TO: 

FROM:	 Gar J. Barar 
Field Offce Director 

SUBJECT:	 Muncipality of San Juan, Puerto Rico 
FE Disaster No. 1247-DR-PR 
Audit Report No. DA-34-04 

The Offce of Inspectr General (OIG) audited public assistace fuds awarded to the
 

Muncipality of San Jua. Puerto Rico. The objective of the audit wa to determe 
whether the Muncipaliy accounted for and expended FEMA funds according to federal 
regulations and FEMA gudelines. 

The Muncipality received an award of $8.9 millon from the Puert Rico Offce of
 

Management and Budget, a FEMA grntee, to remove debrs, provide emergency 
protecve measures, and repair roads and other public facilities damaged as a result of 
Hurcane Georges in September 1998. The award provided 90 percent FEMA fuding1 (see Exhibit A). 
for 32 large projects and 33 small projects. 


The audit covered the period September 1998 to July 2000. Dug this period, the
 

Municipality claied $8,980,103 and received $6,923,035 ofFEMA funds. The 
Municipalty reported tht all work had been completed under these projects but had not
 

submitted a fial clai.
 

The OIG peifonned the audit 
 under the authority of the Inpector General Act of 1978, as
amended and accordig to generaly accepted government auditing standards. The audit 
included test of 
 the Municipality's accountig records, ajudgmental sample of
expenditues, and other auditig procedures considered necessary under the
 

circumstances. 

Noticc; Thi report n:miÏI the propert oC the DHS Offce of ÍRl'ector General (DIfIG) Ilt 1111 tllOl! and, l1 sueh.ls not 
to be publicly disclosed without the expl.e:8 permision of tie DHS-IG. Reuest for copiCl of this report iihould be 
iiedtately forwarded to the DHS Offce or Counsel to the Inspeçtor Gencni to ellure stct compliiioc:e with aU applicable
 

disclosure laws. 

i According to FEMA regulations, a 

large project costs $47,100 or 	 mOre and a small project cost less th
 

$47,100. 
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RESULTS OF AUDIT
 

The Muncipality's clai contained equipment and labor costs of $565,950 tht the OIG
 

determed were excessive or unsupported. The Muncipality also claimed $16,786 for 
work that was not completed.. Th OIG questions these chages totaling $582.736 
(FEMA share $524,462). 

A. Excessive and Unspported Eauipment and Labor Charges. The majonty of the 
payments to$5.4 millon of
Muncipality's $8.9 milion claim consisted of 


contrctors for debris removal actvities. To accomplish these activities, th 
Muncipality retaied 18 contrctors and agree to reimbure them for labor and 
equipment cost, plus pay them for overhead and profit. The contractors were reqired
 

to use established rates for biling equipment and submit support docuentation 
for both labor and equipment chages. However, as detailed below, the OIG 

the $5.4 milion paid to the contrctors was in excess of 
established rates or unsupported. 
deteed that $565,950 of 


. The Municipality's claim under 11 project contained $368,440 of equipment
 

charges that exceeded established equipment rates. The Municipality adopted 
equipment rates in the "Associated Equipment Distrbutor's Book" (commonly 
referred to as GrenBaak), as the applicable rates for heavy equipment unde all 
of its servce contr. 

Dependig on the number of days used, one of severl rates contained in the 
heavy equipment. If an equipment 

item is used less th 3 consecutive days, a daily rate applies; ifused more th 
Gree Book may apply for a specific piece of 


used more th

three clys, but less than thee weeks, a weekly rate applies; and if 


rate applies. The amounts that can be biled got 
regressively lower with extended use. 
three weeks, a monthy 

The OIG found that the contrctors consistently biled using the higher daily rate 
although lower rates for extended usage applied. For example, the Green Book 
established a daily rate of $223 and a weekly rate of $710 for a tractor loader of 
69 horsepower. However, under Project 08661, the contrctor claied $1.561 for
 

7 consecutive days at $223 per day, rather than the appropriate weekly rate of 
$710. 

Based on the contrctors' improper application of the Green Book's billing rates 
and the Muncipality's acceptace of rates biled, the 11 FEMA projects were 
overcharged $368,440, as follows: 
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Correct 
Projec Equipment Equipment Excessive 
Number Chan!es Chges Charges 

08657 $92,091 $53,949 $38,142 
08660 208,271 169,653 38,618 
0866 I 110,396 91,358 19,038 
08662 39.072 25,202 13,870 
08663 99,334 80,739 i 8,595 
08666 171,001 125,297 45,704 
08667 96.209 75,886 20,323 
08669 97,588 81,948 15,640 
08670 205,432 138,307 67,125 
0867 i 297.590 213,540 84,050 
08672 3 1 .791 24,456 7.335 

Total $1.44B.775 $1.080.335 $368.440 

. The Muncipality's claim under five projects contained $70.802 of equipment
 

charges that were not supported by contractors' records. In these cases, the 
projec were charged with more days of equipment usage than wer supported by
 

the contrctors' equipment usage records (see Exhibit B).' 

. Based on a contractor invoice dated October 23, 1998, the Municipalty claimed
 

$24,135 for labor and 
 $35,509 for equipment usage under Project 08672. 
However, the contror submitted daily report with the invoice tht supported 
only $21,029 for labor and $3 i, 791for eqipment usage. The 010 questions the 
unsupport difference of $6,824. 

. The contrctor that performed debris removal work under Project 08668
 

overchaged the Municipality $1,676 for overhead. The contractor submitted an 
invoice chargig $111,711 for labor and equipment and $12,847 for 
 the 10


percent overhead fee. However, the correct amount for overhead should have 
been $11,711 (10% of$11l,711), or $1,676 less than the amount charged and 
subsequently claimed under the FEMA project. 

. The Municipality paid each debris removal contractor overhead and profit at a
 

rate of 10 and 15 percent, respectively, of the total contract costs. These costs 
were claimed under the FEMA projects. As a result of the excessive and 
unsupported equipment and labor charges above, the OIG questons the related 
overhead and profit of$1I8,208, as follows: 
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Total 
Amount Oveihead 

Tota 10 Percent Questioned is Perent And 
Project Amout Overhead An Prfit Profit 

Number Ç)estioned Puestioued Overhead Questioned Questioned 

08657 $ 38,142 ~ 3,814 $ 41,956 $ 6,293 $ 10,107 

08860 38.618 3,862 42,480 6,372 10,234 
08661 49,729 4,972 54,701 8,205 . 13,177 
08662 25,041 2,504 27,545 4,132 6,636 
08663 18,595 1,860 20,455 3,068 4,928 
08665 1,055 105 1,160 174 279 
08666 69,676 6.968 76,644 i 1,497 18,465 
08667 24,236 2,424 . 26.660 3,999 6,423 
08669 15,640 1,564 17,204 2,581 4,145 
08670 672,125 6,713 73,838 11,076 17,789 
08671 84,050 8,405 92,455 13,868 22,273 
08672 14.159 1.416 15.575 2.336 3.752 

Total £.4.6.066 $44.601 $490.673 $11 R.208l7i6 
B. Incomplete Implementation of Small Proiects. In accordance with federal 

regulations (44CFR 206.205), th grtee provided the Muncipalty 100 percent
 

FEMA fuding for small projects at the tie small projects were awarded. This 
reguation does 
 not requie the Muncipality to specify the amout spent under small 
projects, but does reque the Muncipality to certif the small projects have been 
completed in accordance with the approved scope of work. Federa payments ar to
 

be refuded if all work is not completed. The OIG found, as a resut of field 
inectons, that work valued at $16,786 under 8 small projects was not performed, as
 
follows: 

Project Amount Amount
 
Number Awarded Ouestioned Activities Not Implemente
 

01546 $ 3,500 $ 3,500 Replace an electrcal sign.
 
01583 7,262 4,953 Replace a sign and repai slope.
 

01590 854 854 Replace a sign.
 
01606 820 820 Relace a sign
 
11202 25,223 4.694 Relace sidewa curbs and guttrs.

11204 8.308 386 Relace sidewalk curbs and gutters.
 
11205 9,930 535 Replace sidewalks.
 
1J 206 29.716 1.044 Replace sidewalk.
 

Tota $85.613 $16~7.8t 
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RECOMMNDATION
 

_~. __l-_--. - --_.. ------_.. 

The OIG recommends that the Regional Director, in coordination with the grtee, 
disalow the $582,736 of questioned costs. 

DISCUSSION WI MAAGEMENT AN AUDIT FOLLOW-UP 

The OIG discussed the resuts of the audt with Muncipality offcials on May 27, 2004, 
and with grtee and FEMA offcials on June 1,2004. Muncipalty offcials cocured 
with the fidings, but inicated that they would look for records to support some of the
 

unsupport charges.
 

Please advise the Atlanta Field Offce-Division by December 29, 2004, of the acons
 
taen to implement the OrG recommendations. Should you have any questions
 

concerng tbs.report please contact me at (770) 220..5242 or Salvador Maldonado-


Avia at (787) 296-3527. 
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Exhibit A 
(page I of2) 

MunicIoaliv of San Juan 
FEA Disaser Number 1247 DR~PR 

Schedule of Claimed and UUestoncd Costs 

~e Projects 

Project 
Numer 

Amount 
Approved 

Amunt 
Claimed 

Excessive 
aDd 

Unro!'ort~ 

OveIhead 
and 

Profit 

Incomplet 
Imlementation 

of Smal 
PTllj ect 

Questioned 
Costs 

08657 
08658 

$ 161.048 

712,496 
$ 161.047 

712.496 
$ 38.142 $ 10,107 $ 48,249 

08659 
08660 
08661 
08662 
08663 
08664 
08665 
08666 
08667 
08668 
08669 
08670 
08671 
08672 
08673 

700,265 
442,555 
619,525 
161,421 
157,829 
221,519 
181,070 
369,270 
153,ln 
141,314 
169,424 
351,224 
625.042 
78,668 

101.824 

700,265 
442,555 
619,525 
161,421 
157,829 
221,519 
181,070 
371,938 
153,173 
141,314 
169,424 
351,224 
625.042 
78,668 

101.824 

38,618 
49,729 
25,041 
18,595 

1,055 
66.676 
24,236 

1,676 
15.640 
67,125 
84,050 
14,159 

10,234 
13,177 
6,636 
4,928 

279 
18,465 
6,423 

4,145 
17,789 

22,273 
3.752 

48.852 
62,906 
31.677 
23,523 

1,334 
88,141 
30,659 

1,676 
19,785 
84,914 

106,323 
17,9 ii 

08674 
08675 
08676 

100,924 
50,000 

150.000 

100,924 
50,000 

150.000 
08677 54,815 54.815 
10865 
10866 

227,365 
175,506 

227,365 
175,506 

10867 626,375 626.375 
10868 233.263 233,263 
11 098 210,708 210.708 
11213 
11400 
11702 

272,959 
624,288 
99,862 

272,959 
624,288 
99,862 

J 1 704 
12381 
10585 

47,281 
105,412 
164.997 

52,651 
105,412 
164.997 

$8.491 ,421 $8.499.459 $441.742 $118.208 -O~ $565.950 
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Exhibit B 

Muncipality of San Jua 
FEMA Disaster Nunber 1247 DR-PR 
Schedule of Excess Days on Ecuipment 

Total Tota Tota 
Days Days Excess Daiy ExcessProj ect Equipment 

Number Descripton Qied Used DavS Rate Chees 

Qa661 Trator Loadel
B-2000 :PickUp 
Bob Cat 743	 

3	 
16	 
16 

2 
12 
11 

1 

4 
5 

108 
236 

$ 
432

1,180

Bob Cat 763 7	 5 2	 236 472

Tractor Loader 28 21	 7 301 2,107

Trator Loader 28 22 6 301 .,806

Tractor Loader 7 4 3 301 903

Tractor Loadr 24	 17 7 301 2,107

Tractor Loader 15	 11 4 301 1,204

Trctor Loader 7 5 2 301 602

F-1S0 Pick Up 
F-150 Pick Up 
F-350 Dum Truck 

19 
22 
2	 

13 
17 
1 

6 
5 
1 

134 
134 
174 

804 
670 
174

F-700 Dum Truek 13 9 4 324 1,296

F-800 Dum Truck 17	 11 6	 324 1,944

L-SOOO Du Truck 17 10	 7 324 2,268

GMC Dum Truk 3	 2 1 324 324

Dum Truk
 8	 6 2 324 648

Dum Truck 4 3 1 324 324.
 

Tractor Loader	 28 21 7 621 4,347

Micellneous Tools
 38 24 14 135 1,890

Rager Pick Up 
Ranger Pick Up 
Chîi Saw 24" 

6 
34 
29 

5 

23 
19 

1	 

11 
10 

108 
108 
78 

108 
1,188

780 

Chai Saw 24" 32 21	 11 78 858

Chn Saw 36"	 32 21 11 78 858

Chain Saw 36" 20 13 7 78 546

Demolition Tool 1 0 1 300 300 

Ai Compressor
 
Pavement Breaker 

1	 

1 

0 
0 

1 

1 

109 
36 

109 
36

:Pavement Brea 1	 0 1 36 36 

Ai Hose %" x 50' 1 0 1 8 9 

Ai Hose %" x 50' 1 0 1 8	 8 

Ch Saw 1 0 1 53 2i 
Sub-tota $.30.691

5301 301

i The equipment charges on ths exhi.bi.t were contained on contractors' Invo~ce No- 1. 
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