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Leon Snead & Company P.C.conductedanaudit of the South Dakota Division of Emergency 
Manag~ment,(SDPEM) to assess its compliance with the Robert T. Stafford Disaster Relief and 

EmergencY Assistance Act (asamenlled)and applicable Fcderahregulations. The audit was conducted at
..the"request.ofthe,Felieral.Emergency.,Mana.gement Agency,
. .. -. (FEMA) Offce ofInspector General. 

T1e',auditobjectives,twereto. determineifSDDEMadministeredthe,grantprograms according to Federal 
,regi.låtions,andaccounted 'for, reportd and used FEMAprogram funds properly. We found that 
'SDI)EMneed~d'toiniproveitsproceduresÆor:(l)performinganddocumentingprogram operations; (2) 
cOnipletigplanstfor'.the(HazardMitigation,Program;and (3) documenting and ,evaluating its. internal and 

, måUagemertcontrolsystems. 
,

'Te'auditwasperformedUidettheauthority.oftheInspectorGeneral Act of i 978, as amended, and 
" 

"accornitig.toigetierallyacc~pted'govel'ent.auditingstadards,FEMA'sOffce. of Inspector General
 

äudit'tguide'and¿i4CFR.Althoughotheauditreport comments '.oncertain financial related 
 information, 
we;dict;notpet'formafinancialstatementaudit the purpose of which wouldbetorender an opinion on. the 

'fiiianciaL,státenients.The . scope òfthe audit consisted of financial . and. program activities for six 

'Presideiitial;disasterdeCiarationsopenasöfSeptember 30, 2001. We reviewed 371 of the Public 
Assistace,'HazardMitigationandIndividual and. Family. Grant Program projects or applicants with cost 
totaling aböut $24 milion. 

1\eXcitconference was.. held to discuss the findings and recommendations .included in the report with
officiálsfrom'RegionVlII, FEMAortDecember17,2002andthe SDDEM on 
 December 19,2002. We 
'håvecinclulledthewrtten comments fromFEMA and SDDEMas Attch1ent.B. 

Theactiönsbeing .takenby managenieiitappearadequate to resolve most of the conditions cited in this 
rePQrt; onerecomniendatioii hQWever, caMotbe.resolved and several of the..te.comncndations cannòt be 
èloseduntil the planned corrective actions have 
 been completed, which we have cited in the body of the 
rcpart. 

Leon'. Shead & Companyappt~ciates the cooperation and assistance received from both FEMA and 
SDDEMpersonnel, during the audit. 

'1_~,~ Sincerely, 

~.. ~&- (Í¡ky . Pc..

Leon Snead & Company, P.C.' . / .
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I. EXECUTIVE SUMARY 

Leon Snead & Company, P.C. has 
 completed an audit of the administration of disaster 
assistancegråtCprógrams by the South 
 Dakota Division of Emergency Management

audit (SÐDEM). The 
 objectives . wereAo .. determine if SDDEM administered the grant
progransaccording to Federal.regulations,and accounted 
 for, reported and used FEMi'g 
program funds properly. This report focuses on the systems and procedures within
 

. SDÐEM for assuring that 
 grant funds were managed, controlled, and expended according
totheR.obert T.StaffordDis.asterReliefand Emergency Assistance Act (as amended)
 

and applicable 
 Federal regulations. 

Ouraudit.focusedonthe six disasters that were open as of September 30,2001. The six 
disasters had,totalobligations of about $89;9 million (Federal Share $74.4 milion), and 
.tatalexpenditures oLabout$82SmiHion.We reviewed 371 of the Public Assistance
 

(PA),HazardMitigation.. (H),and Individual and Family Grant (IFG) projects or 
'applicaitswithcoststotalil1gabout$24milIon,. or about 27.percent of total obligations.
 

We completed our audit fieldwork on June 27, 2002. 

.. A synopsis oLour.findings regarding.bothfinancial'and.program management are shown
'"below .::heY .are~discussedjnmoredetail,inthe.body of the 
 report, with recommendations 
todmproveSDDEM'smanagementprocedures, strengtheninternal controls, and . correct 
areas offnoncompliåtce;E:xceptforthe findings contained in this audit report, nothing 

':'\Cane . to 
 our attention during the audit that questioned the accuracy of information 

rcontáinedIn"thefinancial.l'eports submitted to. FEMA. 

Financial Mana2ement 

· SDDEMdidnotformaUy docuientand evaluate 
 its internal and management 
control systems. 

Pro2raiil\a:naeenient 

· SDÐEM did not alWayS perfonn P A project close-out procedures, prepare 
quared)lteports,ordocuient the results of final inspectionsoflarge projects. 
In addition,SDDEM did not docuientits monitoring of sub 
 '-grantees and did 
not require sub-grantees to provide progress reports for ongoing proj ects. 

· SDDEM did not always prepare or update HM Administrative Plans after 
disasters, and FEMAobligated funds before approving the administrative 
plan; 

)-, 
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http:oLabout$82SmiHion.We


.0 
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· SDDEM did not update and distribute State HM Plans to affected agencies on 
a timely basis. 

· SDDEM reimbursed sub-grantees on the basis of estimates or other cost 
distrbution methods instead of actual costs. 

The actions being taken and planedbymanagement appear adequate to resolve all 
findings exceptfindingB.4. An additionaL response is needed fronithe Regional Office 
indicating the actions taken or planed to ensure that supporting documentation is 

received before payments are made to the sub-grantees. The issued is addressed in the 

auditor's analysis for recommendation number 2; finding B.4. 

Le~n Snend& Cmnpany, P. C. 2 
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II. INTRODUCTION 

SOUTH DAKOTA DIVSION OF 
 EMERGENCY MAAGEMENT (SDDEM)

SDDEM is a 
 division of the..SouthDakotaDeparent of Militar and Veterans Affairs.
The Division Was authorized under the Civil Defense Act of1949, as amended by House 
Bil1 077 of 1992.. Its mission is to reduce loss 
 of life. and propert and to protect South 
Dakota's critical.. infastrcture . from . all t;yes. of hazards, through a comprehensive, risk-
based .'emergency management program of preparedness, . response, recovery and
 

mitigation. 

The Director is Govemorand reports directly to appointed by the the Adjutant General, 

South Dakota Deparent of Militar.. and Veterans Affairs. As of June 3, 2002, the 
divislonhad 1 S,pennanenteinployeesand was organized into 3. branches. 

Our audit concentrated on the .PA,HM;and IFGPrograms. Two permanent employees 

,managed,theseprogramson.adaily/basis. 'Other SDDEM permanent..employees assisted 
incarng outthe fuctions durng.disasters. 

TlIEDISASTERASSISTANCE.PROGRAS 

;'JhedRøbertiJ Sta.førd 'Disaster Rèlief,and Emergency Assistance Act (as 
 amended) 
;govemsdisasters declared by the President. Followinganiaj or disaster declaration, the 
'ìêtauthorizesFEMAtoprovidevarous forms of 
 disaster . relief to the State, as the 
i.,grantee,andtoState.agencies, localgoveroents,and eligible 
 private nonprofit
 

organzationSassub~gtantees.TheCodeofFederal Regulations (44 CFR) gives further 
as ètothe..requirements for adiinistration . of 
gUidance and disaster relief grants. On

'October 30, 2000, thePresidentsigied the Stafford Act. amendments into law (Public 
Law 106..390). The amendients.àreeffective only for disastersdeclàred after October 
2000. 

Public Assistance.Grants 

BEMA awardsPA Grants 
 for the repair/replacement of faciliies, removal of debris, and 
. . elìergertcýprötectÌ've measures iiecessarasà result of a disaster. To receive aP A Grant, 

a designated representative oftheorganzation niust sign a Notice of Interest. After the 

applicant .cOmpletes the Notice of Interest, FEMA schedules an inspection of the 
clamaged facHities. The inspection team consists of FEMA, State, and local officials. 
The inspection teampreparesaProjectWorksheet(pW) formerly called a Damage 

. . .. survey Reportm(DSR)identifyng-. the eligible scope.oLwork- and estimated cost for . the 
project. ThePWor DSRis senttoFEMA for review and approvaL. Approval by FEMA 
serves as the basis for obligatiiig P A Grant fuds. 

)i 
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Hazard Mitigation Grants 

FEMA awards. HM . Grants to states to help reduce the potential of future daniage to 
facilties. The StateniUst submit a letter of intent to paricipate in the program, and sub-

must submit a hazard mitigation
," grantees grant proposal. The State is responsible for 
setting priorities for the selection of specific projects, but FEMA must provide final
approvaL. .FEMA also. awards 
 sub-grants to local governents and eligible. private non­
profit organzations. The amount of 
 assistance available under this program must not
exceed 20 percent of the total assistance provided under the other assistance programs. 

Individual and Family Grants
 

FEMAawardsIFGsto individuals or famlies who, as a result ofa disaster, are unable to 

meetdisaster..related . necessar expenses and needs. To obtain assistanCe under this 
the Govemor of the State must express ,grant, an intenttoimplementthe.program. This 

expressedirttent,includes. an estiinateofthe size and cost. of the program. The grantee has 
the. responsibility for cmonitoringtheprogram to ensure that the objectives and
 

requ.irementsaremet.FEMA cprovidesan adminstrative fee to the 
 grantee for 
adiinistrativecosts. that canot exceedS percent of theF ederalgrant program payments. 

AdiinistrativeFunds 

REMA .providestheetypes ofadnnistrativeassistance to cover the costs of overseeing 
the.PAandHMGrantPrograms. . First, an administrative allowance is provided to cover 
the~~eX'traordirtar"costdirectly ,associated with the management of the. pro.gram, such as 
'overtiinewages áiid travel costs. . Thisallowanceisdeterniiiedby using astatutorily 
. mandated sliding scale with payments rangii:g from one..hälf to 3 percent of the total 

of amount Federal disaster assistance provided to the grantee. Second, "BEMA can award
anadiinistrativeallowancereferredto.as "State.ManagemerttGrants" on a discretionar
 

basis to;coverthe State"s ordinar or. regular costs 
 directly associated with the 
admnistration of the program. Third,FEMA can award an administrative allowance for 
activities indirectly associated with the administration of the programs. 

y 
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III. OBJECTIVES, SCOPE, AND METHODOLOGY 

OBJECTIVES 

TheFEMAOffice of Inspector General 
 (OIG) engaged Leon Snead & 
 Company, P.C. to
detennineif the State' of. South Dakota' (1) administered FEMA's Disaster Assistance
 

GraiC Prograis.. according to Eederalregulations,. and (2) accounted for, reported and 
usedFBMAprogran fuds 
 properly. 

SCOPE 

Theaudit4ncludèd reviews of both financiaL and program activitiesforthe.PA, HM, and 
IFG.prograis. The .unverse subject to audit 
 included · six declared disasters in which
abouL$89;9niillionJwere.controlledbytheGrantee (see Attachment A). The 
 cut-off date 

for the audit was . September 30, .2001. The specific disasters open as of September .30, 
2ØOl,areas.follows: 

dDisaster Disaster Date Assistance 
. Number Type Declared Provided 
'1052 Flo.oding OS/26/CJ5 PA,HM 
,1173 Severe;;FloodingandWiiiter'Stonns 04/07/97 PA, IFG, HM 
~1218 Severe Storrs, 'Tornadoes,. and Floods .06/01198 PA,JFG, HM 
'l280 SevereStonnTornadoes,ahd.Floods 06/10/99 FA, IFG,HM 
'1330 Sevet'eWirtterStornsandF1oods . 05/19/00 .PA 
1375 SevereWiiter Stonns,Floods,and Ice 05/17/01 PA 

The.sti8disastersirtcludeddnour auditscopehad obligationsofaböut $89.9 millon, and 
. totalexpendjtures . as 
 of Septetnber3Q,~OOi, ofabout$82.5 millon. Our tests included 

. .. 287dPA-cprQjectstiifutl dÎs.ästets;'19ll-ptõjects. infóí.t disãsters, arid .65IFG åpplicårts 
'irttwodisasterswìthcosts totaliig 
 about $24 milion, or 27 percent .of tòtal obligations.

-
Theauditencompassedtie f'ctionaI.areasof financial and 
 program management, with 
etnPhasison the current SDDEMprocedures and 
 practices for program administration 
aidoversight. We conducted ourReldwork durng the 
 period of 
 May 13,2002, though 
Jl.e 27,2002.
 

Leon Snead&Comptlly, P.C. 5 
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METHODOLOGY 

We performed the audit under the authority of the Inspector General Act of 1978, as 
amended, and according to generally accepted governent auditing standards 
 as 
prescribed by the.. Comptroller General of the United States (Yellow Book-1994 
Revision),FEMA's Offce ofInspector General Audit Guide, and 44 CFR. 

We interviewed key. officials and reviewed documents at the FEMARegion vin office in 
Denver,. Cölorådö, . to understand howthe region oversees the disaster programs in South 
Dåkota. We conducted interviews and reviewed documents at SDDEM'soffice in Pierre, 
South Dåkotato gain an understanding ofthe grantee's organizational structure and basic 
procedures for managing the disaster assistance grant programs. 

We : selected and tested . records of indi;vidual recipients and representative projects to 
determine whether disaster 'assistance .projects and programs had been conducted in
compliance' with applicable regulations. 

We ,focused onevaluatingSDDEM's 'systemsand procedures and identifying systemic 
causesofinternaJcontrol weakesses or noncompliance situations. We reviewed all 
aspects.of . program management including application,appröval, monitorig, and
reporting. Our ,financial management review covered the policiesand.procedures relating
to cashmanagenient,matchig, disbursing, and reporting. We also evaluated compliance 
with the stanaardsforfinancial management 
 systems setforthin 44CFR13 .20. 

Nte "reviewed the results of .auditsofsub:-gtantees perfonned by FEMA, Offce of 
mspectorGeneral,andSingle Audits of SDDEM performed by the State Legislative 

,Auditor for South Dåkota. We also reviewed the "Legislative Auditor's working papers 
relating to. the tests performed . atSDD Elv. 

We werenotengagedto,'artd did not perform, a financialstatementaudit, the objective of 
which would. have been the expression of an opinion on specified elements, accounts, . or 
items. Accordingly, we èionotexpress.anopinion on the costs claimed for the disasters 
underthescop~oftheaUdit.. Had w~P-~tr()ried.additionalprocediir~s()r conducted an 
audit oftliefianCialstatements . according to generally accepted auditing standards, other 
matters might have come to our attention that would have been reported. This report 

. teUitesönlytotheaêcountsand itemsspecifiedänd. does not extend 
 to any financial 
statements öfSDDEMor.the State of South Dakota. The audit also did not include 
interviews withSDDEM sub-grantees or techncal evaluations of
 the repairs of damages 
caused by the disasters. 

Leon Snead~C01ìIp#iY,P.C. 6 
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iv. FINDINGS AND RECOMMENDATIONS 

We found that SDDEM needed to improve its. procedures for: (1) performing and 
docunenting prögratnoperations; (2). completing plans 
 for the HM Program; 
 and (3) 
documenting and evaluating its internal and management control systems. Except for 
the. findings . contained in this audit report, nothing came to . our. attention durng the 
auditthatquestioned the accuracy of the information contained inthefinancial reports 
submitted toFEMA.Wealso found some instances 
 of noncompliance with FEMA's 
laws. and 
 regulations. 

A.FINANCIAL MANAGEMENT 

A.1 LackoflnternalCøntroÎUoclllUentation and 
 Evaluations 

smøEM hadmotdocumented and evaluated its internal and management control 
systemstoensure that.its controls were adequate and being föllowed.SDDEM 
o£ficials,through day..to.day supervision, vetballyassigned opera.tionalduties in 
'the'.cprograi candaccountingareas, "buthad .nötdevelöped operating and 
pro.cedures;manualsdescribing/howduties were to be 
 assigned and. performed. 
In adûition,managementhad'not . evaluated the effectiveness of the verbally 
. 
assigned duties to ,. ensurethåtådequate internal . and .management control 
systems. existed. Asaresult,SDDEMcouldnotensure that its controls were 
bêing-followedandwoirldremain. effective. despite chåiging conditions to 
reClucethe.risk ofunidentifiedeITors otirregularties.
 

Effective.. controlåidaccouttâbiltymust beniaintained for all grantee and sub. 
.granteecash, real andpersonai:property,and other assets f 44 CFR 13.20 
($)(3)) . Göod internalcontrölmanagetnent procedures also require that the 
systemspe.documented..andevaluatedtoensure that all control. 
 procedures are 
föl10wed andthepersonnel responsible for. each control function are identified. 
.PivestandårdsfQr ifitetnaL'control; uControL.Environment,. Risk Assessment, 
IiÎoriåtionand Communications, Control Activities, and Monitoring have
 

'been established to.. providereasonaple ~ssiiance. that. the objectives of an 
organization are being met. 

Wefoiind.that SDDEM's management. had established an adequate control 
environment, performed some risk assessments, and implemented information 
and" c.ommunIcatiöns measures. This was .evidenced by the several effective 

.. .. "controls naiduaccountabilitymeasuresSrlOEM~had~ìinpTenrefited-tlIatãd~ati-ateiy 
safegiardedassetsand ertsured accurate financial reporting. Personnel with the 
authority to approve grant funding could not approvepayient of .fuds, and 

 
personnel with the authority to approve payients of Federal fuds could not 

LA
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request cash draw downs of fuds. Employees 
 maintained detailed spreadsheets 
, ...... :toienstiir'ptöpev caslÌ management and 
 accurate financial reporting. 

Altho1lgh SDPEM' manâgement ;h~d, verbally 
 assigned duties to ensure that 
effective controls and accountability measures existed, they had not documented 
;polioifjsi " procedures, , and: techniques., describing tnese processes ,:and!. assignng 

thtii:dutíes,to beperfopned by!eachpo'sitíoii.In. a:dition,SDDEM officials had 
'iiohdevelqped a method of evaluating these. controls to ,ensure their continued 
:e£fectiveness~ 

. (iJonelusion.;and'Recomml!ndation: 

:SiIDEMihad:ciiot documenteddts.;internal control. procedures or established a
tneansofperiodicallyevaluating the effectiveness of its internal 
 controls. The 
i,look,(of:docuiented.;pröcedures:could;llead,to weakesses ..ih jnterral.,controls 

;du,~:\t()!changing';êonditîoiisandipersonnel tumoveriånd..therebý; increaseJtherisk 
.c(Jfžerrors,,'and'loss.offtds!aidproper. ;.,1:' 

Æhe 3lDirector;:FEMARegion':MIfI;r shduld;'require ,SDDEMtodöcumentits 
ii'ntemâl:contrôl:pro.cedures ;and:,establishi'âJsy:stem'ofreview'to,deteiiine,ifthey
 

.areworkingas:intendedand the 
 system is. operating ; effectively.

tManagl!lnl!litdlesponse:alid..;;uditor ~$iA1ialysis: .
 

'm'heäDirectorf;FE~.iRegionMiiI,respoiided 'that the State wil complete an 

IhternaIC,ontrol'Procedureandsubmit it to. the Region by September 30, 2003. 
iWheL,Nplaiiwill.docunent,procenuresJâlready .iii;place :¡thatensureeffectíve
 

cÒrttrôls;:andaccountaBility;'.:'Ehis;:;plàn.' wiU,bereviewedi,anually . by .the; State 
iforany.needediupd¡;tes:,¡'Uheanuã.l.reVÍew.'oftliéplan.wilJ¡)e. do.cumented:; , 

The actions, being, taken: ,by:.' management appear.a,dequate ,to 'resolve the 
'recommèndations citedj. and:the:jìnding,has. been; resolved, pending 
 follow-up 
'auditcwork thatwil be 
 conducted atalater date. 

~ 
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However, he had iiot documented tbe discussions with sub-grantees or the 

results of his inspections. 

We also. noted that SDDEMdidnot always prepare required quarerly reports
for Disaster Numbers 1173 and 1218. In addition, SDDEM did not require its 
sub-grantees .. to submit periodic progress reports that would provide 
comparisons of actualperfonnanceto objectives established for the period, cost 
infonnatìon, and other pertiÌient.. information. These . sub-grantee. progress 
reports would provide theinfonnationnecessar to prepare the. State's required 
quarerly reports. 

ThePAofficeragr.eed thatprogress reports had not always been prepared for 
Disasters Number 1173 and 1218. He stated that FEMA's Regional Offce had
agreedthåt the quarerly reports were not necessar. He fuher advised us that 
because SÐDEMdoes notcontrôla signficant number of open large projects, 
he 'now prepares the required .quarerly progress reports based upon his 
knowle4ge of the largeprojeëts.ThePA officer stated. that he . does not require 

Stihigrantt1estoprepare written progress reports because he obtains sufficient 
'infonnationonthestatus of the projects from . his discussions with the sub-

grantees. 

.ConclusionandRecommendations: 

SDDEMdìdnot.always perform. and document inspections. of large projects, did 
nãtrequìesub-granteestosubniitperiodicprogress reports, and did not always 

s1.lbmitrequiredquarerlyprogress.. rt1ports toFEMA As a result, SDDEM and
!FEMAmanagerswere . not ..systematically receiving .1Ìnfonnåtion needed . to 
monitordtheprogress of 
 ongoing proj ects. 

The..Director,FEMARegion VIII, shouldrequrre .SDDEMto: 

1. Perform and document the required. closeout inspections for the two 
cited sub-graitees. 

2. Prepare and submit required quarerly reports toFEMA. 

3. Document the results of its ongoing monitoring of sub-grantees and 
final inspections of large projects. 

Management Response and Auditor'sAnalysis: 

The Director, FEMA Region VIII, responded that the State wì1 provide the 
certification for the two. sub-grantees when the projects 
 and sub-grantees are 
identified. 

Lf!oli$head & Company, PoC. 10 
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Based on ;the. response! received,. 
 the . auditor provided, statè: offcials 'theproj'ect 
'numbers fonthe itwosub'-grantees.noted in the report. This information' Was 
provided ow Mdrch 2h' 2003¡,.Theactidns being taken' by management appear 
adequate'to resólve thèi:ecommeiiddtion/ butdt can not 
 he'. resolved until å 
:target date is established for theactiòh to takeplace:" 

.W'hèil)itector,:FEMARegionNIH~jrespondedthat.the.. SfatehaS'provÜ;letltimel¥ 
?quarè(;IYTepotlsfór all 'current,disastets.. ,Also, the response states that the 
'State's approvedPA Plan requires. the timely submittal of the quarerly reports. 

The Region 'sresponse indicates. that quarterly reports . are now being received
iføri.äll";'o¡ieiidisasters.,.This!wouldincliitle .J!isasterNumbers .... ill 7.3 'and L218 
tCiteHkîn):the'auâit.,report,¡fI'uf,iaotion. cbetngtakenbyimanageml3nt'áppeat: 
¡ädequateitø;¡¡esolvethe recommendation,and the recommendation has been 
';res.olved, ,pendingfollow~up audit work that will. be conducted at a . later date.
 

åF~e¡.IDireótonll?ENftRegion.MIUpresp0ndedthatthe. ~aatewiH'mo.dify.the.,'.PA 
ii\idniInstrative' kRlanJoinclude '.docunep.tation:of .';all . 
 pertinent . !'prOgress
 

conversations wìthsub-grantees bySeptember 30, 20.03. 

/llheactionstakenby management appear adequate 

to resolve the 

.;reeornmenrJatiori,.;.and..thë'J;ecommêhdation'nrisdheen ...re'solv'ed, ipendingfollow~ 

latêr. .'§tlt(;uitlit.work(th&trwill!be,'conducted~iat a date. . 

'B~2 

. $IDIDEM .did"nøt~ always iprepare~;0i¡úpdate Jts:E Admnistrative Plansafter
 

,eäòh,; disaster ,;dedaration. '..' ;æhei;State :'had not followed...F ederal. requirements 

'wheri;developing. 'andupdating.:HM Administrative Plans. As a result, the State 
did -not have 
 the most up-to-date plan for managing the HMGP. In addition, 
~EMA,':òbligated Hazard, .tyitigationGrantProgram (HMGP)'.:flds prior.t6
 

,approvaloHhe administrative ¡.; . . ;, ..plap. 

----------------------------- _. __n _ ,,____ _ __ _____ 
. Following each major disaster declaration, the State should prepare and submit 
to'.EEMAanýtìpdates;dateiitleiits;corplm: revisions to meet curent policy 
guidance öichangesiri the adiinisfIati6ri of 
 the program t44 CFR 20ôA37(dH.
ifthectient plan 'ddesnotn;iqiré' bhanges to meet thedisastèr;. the8tàteshould
 

l'i.otify'FEMA. within~,90: daysaftenaèjdisastetdeclaration.; Independent of the 
frèquency of disaster 'declatàtiofiS, the ; State should reviewàndupdate the,plàn 
:at'Jeastanrually',(HGPDeskïRefarence,page, 2-2).'" Ftmtls should,not. be

~~_____ ----~ --~a:;arded-;until~the~REMAl~,egi0naIÄ);il'eet0r--ppr0ves~th~dministr-ative~:plan--------
t44 CFR 206.437(dH. 

! . 

L___ ----­

! 
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South Dakota Di\sion ofErnergencyManagenientFEMA State of South Dakota 

Graitee must ptovide FEMA a plan orplanupdatet44 CFR 206.405 (dH;. The 
State agency must.. ensure that all . other appropriate . State' agencies have. the 
oppöttityto .paricipáte .in the".developmentand impleinentationofhazard
 

mitigationplaiing.(44CFR. 206.406(c)). .... Local paricipation in hazard 
trìtigationplanng is eSsentiaLbecause regulation and cöntrolof development
 

within hazardousaièas nonrally. occur at.. the 10callevelt44CFR206.4Ö6(d) J . 

We found, that SDDEMdid . 
 not develop, updáte,and distrbute HM Plans 
consistently. ... The .HMPlan for Disaster Nuibet 1052, declared on May 26, 

1995,wasnot.approved 11ltiLNovember 25,1996, or 549 
 days after the disaster 
"declaration. . 
 For Disáster. Nuiber 1173 declared. on April 7, 1997; Disaster
Nilber;l21S declared on June'l ,1998; ,and 
 Disaster Number 1280 declared on 
Junè .W,ft1999.,no .HMPlans . were developed, updated,. or distrbuted · until 
November' 27,2000. Atörnadö anex to the previously. approved. 1996 .plan was 
approved 'on May 6, 1999. ,No documentation WaS availáble to show that 
SDDEM'requested extensionstothe180~daytiIleframefor the above disasters. 

Wediâfindthatfor1DisåSter ::Number1330declaredonMay 19,2000, and 
Disaster'Nuiber13:Z5declared ,on May 17, 2001, SDDEM had 
 prepared HM 
Plans,andjIUtN1Â:ha(l;approvedthe plans witmnestablished timeframes. 

FEMA approved the cur.entSouth,ÐákotaÆIM,Planon Februar 28, 2002. The 
Plan 'is ',very:detáiled.and 'shollldbe.,aneffectivetool in .maiaging the program. 
However, We .found that. SDDEMhad . not . distrbuted this approved plan to all 

.State\agencies,locaLgovernents, and private sector entities that could be 

.affectedbytheplan. 

Conclusion and Recommendations: 

SDDEM did noLupdáte its;HM Plans on a tìnelybasis and did not distrbute its 
most recent plan to aPproved all entities . that could be affected by the plan. 

The Director,FEMAit~gion VIII,. should: 

1. Require SDDEM to develop. or 
 update HM Plans and submit them 
to.FEMA.for approvalwìtmnprescribed timeframes. 

2. Require SDDEMto distrbutethe 2001HM Plan to all entities that 
have. an interest in hazard mitigatiøn. 

'" 
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FEMA South Dakota 
 Division of Emergency Management
State of South Dakota 

Management Response 
 and Auditor's Analysis: 

. The Ditector,FEMA R~gionVni, responded that the State has now provided all 
required Hazard Mitigation Plans; Also, State officials 
 wil ensure that HM 
Plans are updated and fied with the Region in a timely manner. 

TheDirector,FEMA Regioin VIII, responded that the State wil distribute the 
2001 . HMPlan to all State agencies that 
 have a par in theHM plan by
September 30,2003. The State wil provide the Region with the distrbution
 

list. 

Theaotions taken and planned by . management appear adequate to resolve . the 

.fnding. cited,. andit'hasbeen;resolved,pendingfollow-up audit work that wil 
be conducted at a later date. 

B.4 tLa.ck()fDoCll.lientation t()Su,pportPayments toSub-J;niiitees 

SDDEMniadepayinei1tsto.sub-granteeswithout proper documentation to 
's\1ppoïtactualcostsincured orcertific.ations that source documents exist to 

snpport ,incured costs. . .. Asatesult,SDDEM did not have . adequate assurance 

i 'that.program. . fuds were used to reimburse súb,,grantees . for actual costs
incured and. expenditues were incompliance with restrictions. and. prohibitions

'of applicable statutes. 

Accountil1g records must be supported by source 'documents such as canceled 

cheêks,:paidbils,. payrolls,tinieand.' attendanccreports,and contract and sub-
award documents grant t44 CFR 13.20(b)(6)J.Fiscal controls and accounting

proceduresòf;,the . State ..and.ìtssub-grantees . must he . sufficient . to permit the 
tracingoffuds,toa level of expenditues adequate to establish . that such funds 
havtrtot'beert.usedin violation of the restrctions and prohibitions of applicable 

. statutesf44CFR 13 .20(a)(2)J . 

.()tireyie\Vs ofr~imburseirents.t()dRMsl.b-:gtante~sfoU1çl that SDJ)EMhad nQt 
always .requesteddocumentatioh or certifications from sub-grantees to support
 

actual.costsincurred.We fOUIdjhat reimbursements were made to some sub-


based on projected.. estimates of costs or for expenses grantees distrbuted
hetween PA,HM, andComiuntyDevelopment Block Grant fuds without 
explanations as to the basis forthe distribution of costs. 

Forexaiiple, one sub-granteesnbniitted payment claims totaling $653,752 to
 

'-"eover~th~cost-of-construction:'-work'on-secondar--roads.--~'Fhe-sub'"grantee-­
received payment for the full amount of the claims, however, the support forthe 
$300,903 oftms .amount was liinited to the original cost estimates contained in 
theappHcant fies. The sub-grantee did not provide documents showing actual
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FEMA South Dakota Division of Emergency Management
State of South Dakota 

cost for this amount. SDDEM offcials stated that because the 
 $300,903 
claimed. by the sub-grantee was not greater than the original cost estimates, 

reimbursements could be made without supporting source documentS. 

Although Federal' regulations require suffcient supporting .. documentation to 
establish thatifundswerenotused in violation of therestrctiorts and 
prohibitions of applicable statutes, they do not require the grantee to maintain 
the documentation. To meet these regulatory requirements, the grantee could
ac.ceptcertifcations from. sub-grantees that source . documents exist. Such
 

certifications . are subject to . verification by the grantee. However, SDDEM was 
disbursing fuds . without source documentation or certifications from sub-
grantees. 

Conclusion and Recommendations 

SDDEMmadepayments to sub-grantees without suffcient 
 supporting 
documentation'or certifications 
 stating that sourcedocumentationIs available to 
support actual costs incurred. 

TheDirector,FEMARegìon VIII,. shouldrequireSDDEM to: 

L Obtain the supporting documentation for the $300,903 claimed 

without adequate support and request a refud for any unsupported 
amounts. 

~2.Ensure that. siipporting documentation or certifications 
 that 
,supporting documentation exists are obtained from sub-grantees 
before paying futue claims. 

Mamigement'Responseand Auditor's Analysis: 

The Directoi:;EpMA 'Region VIII, responded that although not specifically 
id...entifi~d,thetegionbelievøs. that . the disputed costs arefaI' I). ayçpu.ty for
DisMter-NUrbèÍ'T173...if'sö~thesupportil1gdøcuientation has. beert submitted 
. and isctlently . under ..review. by the Region. If the documentation.. is . not 
adequafe,FEMÄ wiUcontinuefowork with the State until the project can be 
closed,inc1iidingrecoupinent of ineligible costs. 

The cosUnquestionis relatedtoDay County am! State offcials wereadvisedof 
this fact on March 27, 2003. The actions being taken and planned by 

. -.~..management-appear-adequate-to-r-esolvethe-r-eeommendati()n;'.and--it--has~been­

resolved,pendi1igfollow-upaudit work that wil be conducted ata later date. 
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FEMA SouthOakota Oivision of Emergency Management
State of South Dakota 

The Dìrector,FEMA Regìon VIII, . responded that the sìtuatìondìsc1osed dunng 
theaudìt is 
 the onlytìme that the State and Regìonareawareofpaymentsbeìng 
made on estìmates. 

The response receîved îs not suffcîentto correct the findîng cUed. No 
correctîveactîons have been provîded to allow for the recommendatîon to be 
resolved. Dnesolutîon would be to înclude a provîsîon în the înternal control 
procedures,dîscussed in the response to findîng A.l, whîch outlînes the polîcy 
of the Regîon and State regardîng the support requîred for the payment of 
claîms. Therecommendatîon can he resolved when the procedures are îssued. 
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Schedule of SourceandApplication of Funds Attachment A
 
South Dakota DiVision of Emergency Management 

Disaster Assistance Grant Programs 
As of Sept em bet 30, 2001 

AlIJ)isasters NUDlbersl052tbrough 1375 

Public Individual Hazard Total 
Assistance & Family . Mitigation Disaster 

Grants Grants Grants Grants 

Award Amounts 

FederaLShare $59,606,764 . $2,266;709 $12,495,547 $74,369,020 

Locâl Match/State Share $10,624,804 $755,570 $4,165,183 $l5,545,557 

TotalAwardAmount $70,231,568 $3,022,279 $l~,660,129 $89,914,576 

Source.ofFiinds 

FederâlShåre $58,835,929 $2,266,709 $8;150,359 $69,252,997 

LocalMatch/State Share $9,887,7l8 $73l,l33 $2,657,288 $13,276,l39 

TôtalSo\lrceôf Funds $6a,7a,647 $2,997,842 $10,807,647 $82,529,136 

Application of Funds 

. Federal Share . $58,837,252 $2,266,709 $8,152,791 $69,256,752 

LoCál Match/State Share $9,887,7l8 $73l,133 $2,657,288 $13,276,l39 

TotalApplication of Funds $68,124,970 $2,997,842 $10,al0,079 $82,532,891 

Balance of Federal 
Funds On Hand * -$1,323 $0 -$2,432 -$3,755 

Emergency Management issued State Checks an average of 3 days before the drawndown of fUiids* . The South Dåkota Division of 


(. fr(jiti S$rtlinkwtrereceivtd iii tht Statt'streasury; therefore, the Balance of 
 Federal Funds on Hand as of September 30, 2001, was negative 

for some disaster grant progtri as of September 30, 2001. 
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Schedule of 
 Source and Application of .Funds Attachment A-I
 

South Dakota Division of Emergency Management 
Disaster Assistance Grant Programs 

As of September 30, 2001 

I 
DisasterNumber 1052 - Declaration Date May 26,1995 - Flooding 

Public Individual Hazard Total 
Assistance & Family Mitigation Disaster 

Grants Grants Grants Grants 

Award Amounts 

Federal Share $11,984,644 $0 $2,915,339 $14,899,983 

'L,ocaLMatch/Stàte.'Share $3;994,88l $0 $971,780 $4,966,66l 

'fotalAward Amount $15,979,5.25 $0 $3,887,119 $19,866,644 

Source of Funds 

Federal Share $H,984,644 $0 $2,687,l44 $14,67l,788 

Locål MátcltState Share $3,827,706 $0 $894;810 $4,722,5l6 

TõtalSourcc'ofFulîds ,$15,812,350 $0 $3,581,954 $19;394,304 

Applieation .ofFunds 

Federal Share $11,984,644 $0 $2,687,l44 $l4,67l,788 

~-------CLöCál.'MátclîState'.Sháte 
. $3,827;706 $0 $894,8l0 $4,722,516 

... ..rotalApplicationof Funds $15,812,350 $0 $3,581,954 $19,394,304 

-.--------Balance-of-Federal 
Funds On Hand $0 $0 $0 $0 

'1" 
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Schedule of Source and Application of Funds Attachment A..2 
Söuth Dakota Division of Emergêncy Management 

Disaster Assistance Grant Programs 
As of September 30, 2001 

I Disiister Number 1173 - DecliirllfIoliDiite Apdl 7,1997 - Severe Flooding, Winter Storms, lligh Winds, and Ice
 

Public
 Individual Hazard
 Total
 
Assistance
 & Family Mitigation
 Disaster
 

Grants
 Grants Grants
 Grants
 

Award Amounts 

FederalShare $35,5l8,722 $1,194,547 $7,957,287 $44,670,556 

LocalMatëhlState Share $i,595,457 $398,l82 $2,65i,429 $5,646,068 

Total Award Amount $38,i4,179 51,59Z,729 $1 (1,609,716 $50,316,624 

Source of Funds 

FederalShare $35,489,732 $l,194,547 $5,463,215 $42,l47,494 

LOèalMatóh1State Share $i,348,OI9 $379,22l $1,762,478 $4,489,7l8 

Total,Soutee;ofFunds $3'7,837,751 $1,573;768 $7,225;693 $46,637,Z12 

A~plicatìoIlofFuIlds 

Federal Share $35,489,732 $1, 194,547 $5,465,647 $42,149,926 

LocàlMatchlStateShare $2,348,Ol9 . $379,221 $l,762,478 $4,489,7l8 

Totâl Application of Funds 537,837,751 $1,573,768 $7,228,125 $46,639,644 

Bålance of Federal 

~~-c---'-Flrii~OD.-HalR~~- ~-~------ - -- ----$O-~---~~ .----$(I-------------:$2,-a32----------..$2;43r--~--c-~-- - -----­
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and Application of Funds Attachment A..3Schedule of Source 


South Dakota Division of Emergency Malla:ge:ment 

Disaster AssistanceGrant Programs 
As of September 30, 2001
 

Disaster Number 1218-J)eclaration Date June 1, 1998'" Severe Storms, Tornadoes, and Flooding 

Public . Individual Hazard Total 
Assistance & Family Mitigation Disaster 

Grants Grants Grants Grants 

Award Amounts 

Federal Share $4,406,848 $327,598 $1,313,781 $6,048,227 

Local Match/State Share $1,468,949 $109,199 $437,927 $2,Ol6,076 

TotalAwiitd AJllOuiit .5S,875,797 5436,797 51,751,708 58,064,303 

SourceofEunds 

,Federal_Share.. ..___L$4,406.848 _$327,598_ . $0. . $4,734,446 

:Lo.calMàtêh/State Share $1,406;927 $H4,990 $0 $1,52l,917 

TotalSolirce ofFllòds 55,813;775 $442,588 $0 56,256,363 

Apnlicätion:ofEunds 

FederaTShare $4,406,848 $327,598 $0 $4,734,446 

Locãl Match/State Share $1,406,927 $114,990 $0 $1,52l,917 

TotalApplication of Funds . $5,813,775 $442,588 $0 $6,256,363 

BälanceofEederal 
-~-~~.Funds-Øn-Ha:nd-- - -~------------$O----- --- ----50----- ...c.._-.....--..---$O--- '~------$O--' - . - --~ ..~- n ....-.--­
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Schedule of Source and Application of Funds Attachment A-4 
SouthnakotaDivision of Emergency Management 

Disaster Assistance Grant Programs 
As of September 30, 2001 

Disaster Nuniber 1280 - Declarationnåte June 10, 1999 - Severe StorniTornadoes, and Flooding 

Public Individual Hazard Total 
Assistance & Family Mitigation Disaster 

Grants Grants Grants Grants 

Award Ainounts 

FederalShare $80l,100 $744,564 $309,140 $l,854,804 

Local MatchlState Share $267,033 $248, l88 $103,047 $6l8,268 

Total Award Amount 51,06R,133 $99Z,752 $412,187 $2,473,072 

Source of Funds 

Fedeia.lShåre $801; 00 $744,564 $0 $1,545,664 

LocliI"MatchlState'Share $253;424 $236,922 $0 $490;346 

Total Source, of Funds 51,054,524 $981,486 $0 $Z,036,010 

.Applicatioli()fFunds 

Federal Share $801,lOO $744,564 $0 $1,545,664 

LocarMatchlStateShare $253,424 $236,922 $0 $490,346 

Total Application of Fund~ $1,05..,524 $981,4R6 $0 $2,036,010 

Balance of Federal 

~--~--~=-Fmids:()n-II11n~d-~- -------n---~--$O-u- ---.-m-$O-----------~----$O--.---- n-n-~---$O-----n--~.--­
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SChèdulè ofSoureea.ndApplieàtion of Funds Attàchment A-5 
South Dakota DivisiOn of Emergency Management 

Disa.ster Assistance Grant Programs 
As of September 30, 2001 

Disaster Nlíllber1330 .~ Declaration Date May 19,2()00 _. Sever~ Winter Storms, Flooding, Landslides, and Mudslides 
I 

Public Individual Hazard Total 
Assistance & Family Mitigation Disaster 

Grants Grants Grants Grants 

Award Amou.nts 

FederaFShåre $l,896,824 $0 $0 $l,896,824 

Local. Match/State Shile $632,275 $0 $0 $632,275 

TotaJAward Amount $2,529,099 $0 $'0 $2,529,099 

Source of Funds 

Federal Share $1,602,436 $0 $0 $l,602,436 

LoCålMatèh/Ståte Shile $534,l45 $0 $0 $534,l45 

T.otal.'SourceofFunds $2,136,581 $0 $0 $2,136,581 

ApplicatiollofFunds 

Federal Share $l,602,436 $0 $0 $1,602,436 

Local Match/State Share $534,145 $0 $0 $534,l45 

TotalA,pplication of Funds $2,136,581 $0 $0 $2,136,581 

Balance of Federal 

'~~---Ftmd~()llßmil--~--------------~$OC----------$O------------$'0-. ---- -.----- '.-$0- .--.--- -.--~-....-.­
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Schedule of Source and Application of Funds AttåchmentA-6 
SQuth Dakota Division ofEmergency Management 

Disaster AssistanceGrant Programs 
As of September 30, 2001 

Di$ast~r Nuniber1375-Declaration Date May 17, 2001. -Severe Winter Storms, Flooding,and Ice. ,Jams 

Award Amounts 

Federal Share 

Local..MatchlState'.Share 

TotalAward'Amount 

S.ourceofFunds 

FederalShâre 

Local MiitchlStàteShare 

Total Source ofFúnds 

AppUca.tiòn..òfFunds 

FederøJShare 

.. LocalMatchlState Share 

TntalAppUcation of Funds 

Public Individual 
Assistance & Family 

Grants Grants 

$4,998,626 $0 

$1,666,209 $0 

$6,664;835 $0 

$4,55l,l69 $0 

$l,517,497 $0 

$6,068,666 $0 

$4,552,492 $0 

$I,5l7,497 $0 

$6,06?,989 $0 

Hazard 
Mitigation 

Grants 

Total 
Disaster 
Grants 

$0 

$0 

$Q 

$4,998,626 

$l,666,209 

$6,664,835 

$0 

$0 

$0 

$4,55l,l69 

$1,5l7,497 

$6,068,666 

$0 

$0 

$0 

$4,552,492 

$1,517,497 

$6,069,989 

Ba.lance of Federal 
~-------:.Fl1ndsLØn~Band------- --~-~-..$i,32;3-~--~---~ .-$0-- ------- ---$0-------------.$0-------------.
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South Dakota Division of Einergency ManageinentFEMA State of South Dakota 

Attachment BLJ 

SOlJ"fBDAKOTAnIVSIONOFEMERGENCY MANAGEMENT 
MANAGEMENT COMMENTS 
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