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Preface

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. This is one of a series of audit, inspection, and
special reports prepared as part of our oversight responsibilities to promote economy,
efficiency, and effectiveness within the department.

The attached report presents the results of the audit of the State of Maryland’s
Management of State Homeland Security Program and Urban Areas Security Initiative
Grants awarded during Fiscal Years 2005 through 2007. We contracted with the
independent public accounting firm Regis & Associates, PC to perform the audit. The
contract required that Regis & Associates, PC perform its audit according to generally
accepted government auditing standards. Regis & Associates, PC’s report identifies five
reportable conditions where the State of Maryland’s management of the grant funds could
be improved, resulting in five recommendations addressed to the Assistant Administrator,
Grant Programs Directorate, Federal Emergency Management Agency. Regis &
Associates, PC is responsible for the attached auditor’s report dated March 8, 2010, and
the conclusions expressed in the report.

The recommendations herein have been developed to the best knowledge available to our
office, and have been discussed in draft with those responsible for implementation. We
trust this report will result in more effective, efficient, and economical operations. We
express our appreciation to all of those who contributed to the preparation of this report.
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MANAGEMENT CONSULTANTS &
CERTIFIED PUBLIC ACCOUNTANTS

March 8, 2010

Ms. Anne L. Richards

Assistant Inspector General for Audits
Office of Inspector General

U.S. Department of Homeland Security
245 Murray Drive, S.W., Building 410
Washington, DC 20528

Dear Ms. Richards,

Regis & Associates, PC performed an audit of the State of Maryland’s management of
the Department of Homeland Security’s State Homeland Security Program and Urban
Areas Security Initiative grants for Fiscal Years 2005 through 2007. The audit was
performed in accordance with Contract No. TPD-FIG-BPA-07-0014; Task Order 0072
dated September 27, 2008. This report presents the results of the audit, and includes
recommendations to help improve the State of Maryland’s management of the audited
State Homeland Security Program and Urban Areas Security Initiative grants.

Our audit was conducted in accordance with applicable Government Auditing Standards,
2007 revision. The audit was a performance audit, as defined by Chapter 1 of the
Standards, and included a review and report on program activities with a compliance
element. Although the audit report comments on costs claimed by the State of Maryland,
we did not perform a financial audit, the purpose of which would be to render an opinion
on the State of Maryland’s financial statements, or the funds claimed in the Financial
Status Reports submitted to the Department of Homeland Security.

We appreciate the opportunity to have conducted this audit. Should you have any

questions or need further assistance, please contact us at (202) 296-7101.

Sincerely,

Peter R. Regis, CPA

Partner
Regis & Associates, PC

1400 Eye Street, NW, Suite 425, Washington, D.C. 20005 Tel 202-296-7101 Fax 202-296-7284
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Executive Summary

Regis & Associates, PC completed an audit of the State of
Maryland’s management of State Homeland Security Program and
Urban Areas Security Initiative grants awarded during Fiscal Years
2005 through 2007. The objectives of the audit were to determine
whether the State of Maryland distributed and spent State
Homeland Security Program and Urban Areas Security Initiative
grant funds strategically, effectively, and in compliance with laws,
regulations, and guidance. The audit included a review of
approximately $39.8 million in State Homeland Security Program
grants and $33 million in Urban Areas Security Initiative grants
included in the approximately $99.2 million of Homeland Security
grants awarded by the Federal Emergency Management Agency to
the State of Maryland.

Overall, the State Administrative Agency did an efficient job of
administering the program and distributing grant funds. Funding
was linked to plans and core priorities identified by the Governor’s
Office of Homeland Security, and funds and resources were
distributed based on those priorities. Reasonable methodologies
were used for assessing threats and vulnerabilities and response
capability. Grants were generally administered in compliance with
applicable laws, regulations, and guidance.

However, improvements were needed in the State of Maryland’s
management of the State Homeland Security Program grants in the
following areas: strategic planning and performance measurement,
submitting accurate and timely financial status reports, subgrantee
monitoring, and support for expenditures submitted for
reimbursement. Five recommendations were made to the Federal
Emergency Management Agency, which, if implemented, should
help strengthen program management, performance, and oversight.
Federal Emergency Management Agency officials verbally
concurred with the recommendations. State officials disagreed
with one recommendation, agreed “with comment” on another, and
provided a written response to all recommendations, included as
Appendix B.
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Appendix B
Management Comments to the Draft Report

Comments on the delayed submission of reimbursement requests after grant award is accurate
for some jurisdictions, however delay is often a factor in the lengthy approval process required
by jurisdictional governing bodies. In several cases the length of time between grant award and
authorization to expend funds exceeds six months this is driven by public notice requirements,
council pre-review requirements, and a host of other administrative requirements. Additionally,
once approval is received local procurement policies and requirements may introduce lengthy
delays especially for large purchases. Most jurisdictions once purchases are invoiced submit
reimbursement requests quickly to preclude the jurisdiction having to front dollars from general
funds. Jurisdictions which have shown unusually lengthy delays are contacted and offered
assistance to expedite the reimbursement of grant funded purchases.

* Incorporating specific procedures into its monitoring site visit protocol to document sub
grantee progress towards accomplishing program goals.

Response: Early monitoring visits focused on records maintenance and equipment tracking.
Program progress was measured in the timely execution of approved spending plans. While this
process provides valuable insight into sub-grantee progress and program effectiveness, this
Agency has undertaken to expand the roles and responsibilities of Grant Program Managers.
Among the major tasks assigned to these individuals is to ensure sub-grantees incorporate
national, state and regional goals into local and state agency grant programs. In turn through
regular contact they will ensure progress toward achieving these goals is tracked and reported.
Development of specific metrics remains an ongoing process.

Finding #5: Reimbursements Not Supported by Invoices

Recommendation #5: Obtain and provide the supporting documentation for the $54,313.72 we
identified in unsupported reimbursed expenditures. If unable to provide the appropriate
documentation, reimburse FEMA for the unsupported expenditures.

Documentation for the listed vendors was previously provided to the audit team during the
course of their visit with the exception of one expense. Subsequent exchange of additional
documentation over the past week has reduced the reported $54,313 to a lower figure and efforts
will continue in the period prior to report finalization to reduce this total to $0. Prior to the start
of this audit, members of the SAA staff had verified through review of county accounting
records that all claimed expenditures were paid and that the questioned equipment and supplies
were available for inspection. While desirable, there is no absolute Federal requirement that an
invoice be available prior to reimbursement being made. The issue of accepting purchase orders
in lieu of invoices is moot. The SAA does not approve for payment any reimbursement request
without an accompanying invoice(s) and conducts a 100% review of all reimbursement requests
to ensure compliance. This policy has been in effect since the beginning of Federal Fiscal Year
2006. If this finding is carried over into the final report this agency is prepared to provide
FEMA representatives with sufficient documentation to support the appropriateness of the
reimbursed expenditures.
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Appendix B
Management Comments to the Draft Report

If further questions arise regarding the above responses, do not hesitate to contact my Grants

Coordinator, Gary Harrity at (410) 517-5116 or ghamity@mema.state.md.us. We stand ready to
assist.

Richard Muth

Respectfully yours,
RO I
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Appendix C
Organization Chart
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Appendix D
Report Distribution
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ADDITIONAL INFORMATION AND COPIES

To obtain additional copies of this report, please call the Office of Inspector General (OIG) at (202) 254-4100,
fax your request to (202) 254-4305, or visit the OIG web site at www.dhs.gov/oig.

OIG HOTLINE

To report alleged fraud, waste, abuse or mismanagement, or any other kind of criminal or noncriminal
misconduct relative to department programs or operations:

+ Call our Hotline at 1-800-323-8603;

 Fax the complaint directly to us at (202) 254-4292;

* Email us at DHSOIGHOTLINE@dhs.gov; or

* Write to us at:
DHS Office of Inspector General/MAIL STOP 2600,
Attention: Office of Investigations - Hotline,

245 Murray Drive, SW, Building 410,
Washington, DC 20528.

The OIG seeks to protect the identity of each writer and caller.






