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Statistical Highlights of OIG Activities
October 1, 2011 through March 31, 2012

Dollar Impact

Questioned Costs

Funds Put to Better Use

Management Agreement That Funds Be:

Recovered

Funds Recovered (from audits and investigations)

Fines, Restitutions, and Administrative Cost Savings

$38,444,033
$29,095,034

$9,988,827

$40,711,320
$14,453,456

Management Reports Issued

Financial Assistance Grant Reports Issued

Investigative Reports Issued
Investigations Initiated

Investigations Closed

Open Investigations

Investigations Referred for Prosecution
Investigations Accepted for Prosecution

Investigations Declined for Prosecution

Arrests
Indictments
Convictions

Personnel Actions

Total Complaints Received

Complaints Referred (to programs or other agencies)

Complaints Closed

69
28

444
647
730

2,361
523

108

149

94
45

9,951
9,201
12,624



Office of Inspector General

U.S. Department of Homeland Security
Washington, DC 20528

Homeland
Security

April 30, 2012

The Honorable Janet Napolitano
Secretary

U.S. Department of Homeland Security
Washington, DC 20528

Dear Madam Secretary:

I am pleased to present our semiannual report, which summarizes the activities and accomplishments of
the Department of Homeland Security (DHS) Office of Inspector General for the 6-month reporting period
of October 1, 2011 through March 31, 2012.

During this reporting period, our office published 69 management reports and 28 financial assistance grant
reports. DHS management concurred with 95% of recommendations contained in our management reports.
As a resule of these efforts, $38.4 million of questioned costs were identified, of which $16.9 million were
determined to be unsupported by documentation. We recovered $40.7 million as a result of disallowed costs
identified from previous audit reports and from investigative efforts. We issued eight reports identifying
$29.1 million in funds that could be put to better use.

In the investigative area, we issued 444 investigative reports, initiated 647 investigations, and closed 730 investi-
g
gations. Our investigations resulted in 149 arrests, 90 indictments, 94 convictions, and 45 personnel actions.
Additionally, we reported $14.5 million in collections resulting from fines and restiturions, administrative cost
Y, P g
savings, and other recoveries.

I would like to take this opportunity to thank you for the interest and support that you have provided to our
office. We look forward to working closely with you, your leadership team, and Congress to promote economy,
efficiency, and effectiveness in DHS programs and operations, and to help the Department accomplish its
critical mission and initiatives in the months ahead.

Sincerely,

A £

Charles K. Edwards
Acting Inspector General
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Working Relationship Principles for
Agencies and Offices of Inspector General

he Inspector General Act establishes for most
Tagencies an Office of Inspector General (OIG)

and sets out its mission, responsibilities, and
authority. The Inspector General is under the general
supervision of the agency head. The unique nature of
the Inspector General function can present a number
of challenges for establishing and maintaining effective
working relationships. The following working relation-
ship principles provide some guidance for agencies and

OIGs.

To work together most effectively, the agency and its
OIG need to clearly define what the two consider to be
a productive relationship and then consciously manage
toward that goal in an atmosphere of mutual respect.

By providing objective information to promote
government management, decision making, and
accountability, the OIG contributes to the agency’s
success. The OIG is an agent of positive change,
focusing on eliminating waste, fraud, and abuse and

on identifying problems and recommendations for
corrective actions by agency leadership. The OIG
provides the agency and Congress with objective
assessments of opportunities to be more successful. The
OIG, although not under the direct supervision of senior
agency management, must keep them and the Congress
fully and currently informed of significant OIG
activities. Given the complexity of management and
policy issues, the OIG and the agency may sometimes
disagree on the extent of a problem and the need for and
scope of corrective action. However, such disagreements
should not cause the relationship between the OIG and
the agency to become unproductive.

To work together most effectively, the
OIG and the agency should strive to—

Foster open communications at all levels.

The agency will promptly respond to OIG requests for
information to facilitate OIG activities and acknowl-
edge challenges that the OIG can help address.
Surprises are to be avoided. With very limited
exceptions, primarily related to investigations, the

OIG should keep the agency advised of its work and its
findings on a timely basis, and strive to provide informa-
tion helpful to the agency at the earliest possible stage.

Interact with professionalism and mutual
respect. Each party should always act in good faith
and presume the same from the other. Both parties
share, as a common goal, the successful accomplishment
of the agency’s mission.

Recognize and respect the mission and priorities
of the agency and the OIG. The agency should
recognize the OIG’s independent role in carrying out

its mission within the agency, while recognizing the
responsibility of the OIG to report both to Congress
and to the agency head. The OIG should work to carry
out its functions with a minimum of disruption to the
primary work of the agency. The agency should allow
the OIG timely access to agency records and other
materials.

Be thorough, objective, and fair. The OIG must
perform its work thoroughly, objectively, and with
consideration to the agency’s point of view. When
responding, the agency will objectively consider differing
opinions and means of improving operations. Both
sides will recognize successes in addressing management

challenges.

Be engaged. The OIG and agency management will
work cooperatively in identifying the most important
areas for OIG work, as well as the best means of
addressing the results of that work, while maintaining
the OIG’s statutory independence of operation. In
addition, agencies need to recognize that the OIG will
need to carry out work that is self-initiated, congressio-
nally requested, or mandated by law.

Be knowledgeable. The OIG will continually strive
to keep abreast of agency programs and operations,

and will keep agency management informed of OIG
activities and concerns being raised in the course of OIG
work. Agencies will help ensure that the OIG is kept up

to date on current matters and events.

Provide feedback. The agency and the OIG will
implement mechanisms, both formal and informal, to
ensure prompt and regular feedback.
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Executive Summary

his Semiannual Report to the Congress is

issued pursuant to the provisions of Section

5 of the Inspector General Act of 1978, as
amended, and covers the period from October 1,
2011, to March 31, 2012. The report is organized
to reflect our organization and that of the
Department of Homeland Security.

During this reporting period, we completed signifi-
cant audit, inspection, and investigative work to
promote the economy, efficiency, effectiveness,

and integrity of the Department’s programs and
operations. Specifically, we issued 69 management
reports (appendix 3), 28 financial assistance grant
reports (appendix 4), and 444 investigative reports.
Our reports provide the Department Secretary
and Congress with an objective assessment of

the issues, and at the same time provide specific
recommendations to correct deficiencies and
improve the economy, efliciency, and effectiveness
of the respective program.

Also, our audits resulted in questioned costs
of $38,444,033, of which $16,922,011 was not
supported by documentation. We recovered

$40,711,320 (appendix 5) as a result of disallowed

costs identified from current and previous audit
reports and from investigative efforts. We issued
8 reports identifying $29,095,034 in funds that
could be put to better use. In the investigative
area, we initiated 647 investigations and closed
730 investigations. Our investigations resulted in
149 arrests, 90 indictments, 94 convictions, and
45 personnel actions. Additionally, we reported
$14,453,456 in collections resulting from fines and
restitutions, administrative cost savings, and other

recoveries.

We have a dual reporting responsibility to both the
Congress and the Department Secretary. During
the reporting period, we continued our active
engagement with Congress through extensive
meetings, briefings, and dialogues. Members

of Congress, their staffs, and the Department’s
authorizing and appropriations committees and
subcommittees met on a range of issues relating
to our work and that of the Department. We

also testified before Congress on ten occasions
during this reporting period. Testimony prepared
for these hearings may be accessed through our
website at www.oig.dhs.gov/.


http:www.oig.dhs.gov
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Department of Homeland Security Profile

n November 25, 2002, President Bush
O signed the Homeland Security Act of 2002

(P.L.107-296, as amended), officially
establishing the Department of Homeland
Security (DHS), with the primary mission of
protecting the American homeland. DHS became
operational on January 24, 2003. Formulation of
DHS took a major step forward on March 1, 2003,
when, according to the President’s reorganization
plan, 22 agencies and approximately 181,000

employees were transferred to the new Department.

DHS'’ first priority is to protect the United
States (U.S.) against further terrorist attacks.
Component agencies analyze threats and
intelligence, guard U.S. borders and airports,
protect America’s critical infrastructure, and
coordinate U.S. preparedness for and response to
national emergencies.

DHS is organized into the
following major components:
u Directorate fOI‘ Management

B Directorate for National Protection and
Programs

m Directorate for Science and Technology

® Domestic Nuclear Detection Office

® Federal Emergency Management Agency
m Federal Law Enforcement Training Center
m Office for Civil Rights and Civil Liberties
m Ofhice of General Counsel

m Ofhice of Health Affairs

m Office of Inspector General

m Office of Intelligence and Analysis

m Office of Operations Coordination and Planning
m Office of Policy

m Privacy Office

® Transportation Security Administration

® United States Citizenship and Immigration
Services

B United States Coast Guard
B United States Customs and Border Protection

® United States Immigration and Customs
Enforcement

B United States Secret Service
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Office of Inspector General Profile

he Homeland Security Act of 2002 provided
for the establishment of an Office of
Inspector General (OIG) in DHS by
amendment to the Inspector General Act of 1978
(5 USC App. 3, as amended). By this action,
Congress and the administration ensured indepen-
dent and objective audits, inspections, and investi-
gations of the operations of the Department.

The Inspector General is appointed by the
President, subject to confirmation by the Senate,
and reports directly to the Secretary of DHS and
to Congress. The Inspector General Act ensures

the Inspector General’s independence. This
independence enhances our ability to prevent and
detect fraud, waste, and abuse, as well as to provide
objective and credible reports to the Secretary and
Congress regarding the economy, efﬁciency, and
effectiveness of DHS’ programs and operations.

We were authorized 676 full-time employees
during the reporting period. We consist of an
Executive Office and 10 functional components
based in Washington, DC. We also have field
offices throughout the country. Figure 1 illustrates
the DHS OIG management team.

Figure 1. DHS OIG Organization Chart

INSPECTOR GENERAL
Legislative Affairs Counsel to the
. Inspector General
Director
DEPUTY INSPECTOR GENERAL
Public Affairs Chief of Staff
Director

Audits
Assistant Inspector General

Information Technology

Audits
Assistant Inspector General

Inspections
Assistant Inspector General

Emergency Management

Oversight
Assistant Inspector General

Management
Assistant Inspector General

Investigations
Assistant Inspector General
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The OIG consists of the following components:

The Executive Office consists of the Inspector
General, the Deputy Inspector General, a Chief of
Staff, a Senior Management Analyst, and a Special
Assistant. It provides executive leadership to the

OIG.

The Office of Legislative Affairs (OLA) is the
primary liaison to members of Congress and their
staffs. Specifically, OLA responds to inquiries
from Congress; notifies Congress about OIG
initiatives, policies, and programs; coordinates
preparation of testimony, briefings, and talking
points for Congress; and tracks legislation of
interest to the Department and the Inspector
General community. OLA tracks congressional
requests, which are either submitted by a member
of Congress or mandated through legislation. OLA
also provides advice to the Inspector General and
supports OIG staff as they address questions and
requests from Congress.

The Office of Public Affairs (OPA) is the OIG's
principal point of contact for all media outlets and
the general public. OPA provides news organiza-
tions with accurate and timely information in
compliance with legal, regulatory, and procedural
rules. OPA prepares and issues news releases,
arranges interviews and coordinates and analyzes
information to support the OIG’s policy develop-
ment and mass communications needs. OPA

is responsible for developing OIG's integrated
communications strategy and helps promote
understanding and transparency of OIG work
products. In addition, OPA advises the Inspector
General and others within OIG on complex
programmatic and public affairs issues that affect

OIG and its relationship with DHS; other Federal

agencies; State, and local government; the media;

and the public.

The Office of Counsel to the Inspector General
(OC) provides legal advice to the Inspector General
and other management officials; supports audits,
inspections, and investigations by identifying and
construing applicable laws and regulations; serves
as the OIG'’s designated ethics office; manages the
OIG's Freedom of Information Act and Privacy Act
responsibilities; represents the OIG in adminis-
trative litigation and assists the Department of
Justice (DOYJ) in Federal litigation affecting the
OIG; furnishes attorney services for the issuance
and enforcement of OIG subpoenas; reviews OIG
reports for legal sufficiency; reviews proposed
legislation and regulations, and proposes legislation
on behalf of the OIG; and provides legal advice on
OIG operations.

The Office of Audits (OA) conducts and
coordinates audits and program evaluations of
the management and financial operations of
DHS. Auditors examine the methods that the
Department, components, grantees, and contrac-
tors employ in carrying out essential programs or
activities. Audits evaluate whether established
goals and objectives are achieved, resources are
used economically and efficiently, and intended
and realized results are consistent with laws,
regulations, and good business practice; and
determine whether financial accountability is
achieved and the financial statements are not
materially misstated.

The Office of Emergency Management Oversight
(EMO) provides an aggressive and ongoing audit
effort designed to ensure that disaster relief funds
are spent appropriately, while identifying fraud,
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waste, and abuse as early as possible. EMO keeps
the Congress, the Secretary, the Administrator

of the Federal Emergency Management Agency
(FEMA), and others fully informed on problems
relating to disaster operations and assistance
programs, and progress regarding corrective
actions. EMO’s focus is weighted heavily toward
prevention, including reviewing internal controls,
and monitoring and advising DHS and FEMA
officials on contracts, grants, and purchase transac-
tions before they are approved. This allows EMO
to stay current on all disaster relief operations and
provide on-the-spot advice on internal controls
and precedent-setting decisions. A portion of its
full-time and temporary employees are dedicated to
Gulf Coast hurricane recovery.

The Office of Information Technology Audits
(ITA) conducts audits and evaluations of DHS’
information management, cyber infrastructure,
systems integration, and systems privacy activities.
The office reviews the cost-effectiveness of acquisi-
tions, implementation, and management of major
systems and telecommunications networks across
DHS. In addition, it evaluates the systems and
related architectures of DHS to ensure that they
are effective, efficient, and implemented according
to applicable policies, standards, and procedures.
The office also assesses DHS' information security
program as mandated by the Federal Information
Security Management Act. In addition, this office
provides technical forensics assistance to OIG
offices in support of OIG’s fraud prevention and
detection program.

The Office of Inspections (ISP) provides the
Inspector General with a means to analyze
programs quickly and to evaluate operational
efficiency, effectiveness, and vulnerability. This

work includes special reviews of sensitive issues
that arise suddenly and congressional requests

for studies that require immediate attention. ISP
may examine any area of the Department. In
addition, it is the lead OIG office for reporting on
DHS intelligence, international affairs, civil rights
and civil liberties, and science and technology.
Inspectors use a variety of study methods and
evaluation techniques to develop recommendations
for DHS. Inspection reports are released to DHS,
Congress, and the public.

The Office of Investigations (INV) investigates
allegations of criminal, civil, and administrative
misconduct involving DHS employees, contrac-
tors, grantees, and programs. These investiga-
tions can result in criminal prosecutions, fines,
civil monetary penalties, administrative sanctions,
and personnel actions. Additionally, the Office
of Investigations provides oversight and monitors
the investigative activity of DHS’ various internal
affairs offices. The office includes investigative
staff working on Gulf Coast hurricane recovery
operations.

The Office of Management (OM) provides critical
administrative support functions, including OIG
strategic planning; development and implemen-
tation of administrative directives; the OIG’s
information and office automation systems;
budget formulation and execution; correspon-
dence control; printing of OIG reports; personnel
and procurement services; security; training and
workforce development; and oversight of the travel
and accounting services provided to the OIG on

a reimbursable basis by the Bureau of the Public
Debt. The office also prepares the OIG's annual
performance plan and semiannual reports to
Congress.
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DIRECTORATE FOR
MANAGEMENT

MANAGEMENT REPORTS

Independent Auditors’ Report on DHS’ FY 2011
Financial Statements and Internal Control over
Financial Reporting

KPMG LLP, under contract with DHS OIG,
conducted an audit of DHS’ balance sheet as of
September 30, 2011, and the related statements of
custodial activity for fiscal year (FY) 2011. KPMG
LLP also conducted an examination of internal
control over financial reporting of the balance
sheet as of September 30, 2011, and statement

of custodial activity for FY 2011. KPMG LLP
expressed a qualified opinion on the Department’s
balance sheet as of September 30, 2011, and
related statements of custodial activity for FY
2011. The qualification resulted from DHS’
inability to represent that property, plant, and
equipment, and environmental liabilities account
balances were correct. DHS was unable to provide
sufficient evidence to support these balances in the
financial statements. Additionally, KPMG LLP
was unable to perform the examination procedures
necessary to form an opinion on DHS' internal
control over financial reporting of the balance sheet
as of September 30, 2011, and the statement of
custodial activity for FY 2011.

The FY 2011 independent auditors’ report
discusses nine significant deficiencies in internal
control, of which five are considered material
weaknesses, and six instances of non-compliance
with laws and regulations, as follows:

Significant Deficiencies That Are Considered To
Be Material Weaknesses

A. Financial Reporting

B. Information Technology Controls and System
Functionality

Property, Plant, and Equipment
Environmental and Other Liabilities
Budgetary Accounting

mon

Other Significant Deficiencies

E. Entity-Level Controls

G. Fund Balance with Treasury

H. Grants Management

I. Custodial Revenue and Drawback

Non-compliance with Laws and Regulations
J.  Federal Managers’ Financial Integrity Act of
1982 (EMFIA)
Federal Financial Management Improvement
Act of 1996 (FEMIA)
Single Audit Act Amendments of 1996
. Chief Financial Officers Act of 1990
. Anti-deficiency Act
Government Performance and Results Act of
1993
(OIG-12-07, November 2011, OA)
http://www.oig.dhs.gov/assets/ Mgmt/
OIG_12-07_Novll.pdf

7~

ozgr

Major Management Challenges Facing the
Department of Homeland Security

As required by the Reports Consolidation Act

of 2000 (Public Law 106-531), we update our
assessment of DHS’ major management challenges
annually. In FY 2011, we identified the following
major management challenges, which tend to
remain the same from year to year: acquisi-

tion management, information technology
management, emergency management, grants
management, financial management, infrastruc-
ture protection, border security, transportation
security, and trade operations and security. The
Department continues to move beyond operating
as an organization in transition to a department
diligently working to protect our borders and
critical infrastructure, preventing dangerous
people and goods from entering our country,

and recovering from natural disasters effectively.
However, while much progress has been made,
the Department still has much to do to establish a
cohesive, efficient, and effective organization.
(OIG-12-08, November 2011, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-08_Novll.pdf

11
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Independent Review of the U.S. Coast Guard’s
Reporting of FY 2011 Drug Control Obligations
KPMG LLP, under contract with DHS OIG,
was unable to issue an Independent Account-

ants' Report on the FY 2011 Drug Control
Obligations for the U.S. Coast Guard (USCG).
USCG's management prepared the Table of

FY 2011 Drug Control Obligations and related
disclosures to comply with the requirements of the
Office of National Drug Control Policy Circular
(ONDCP) Drug Control Accounting, dated May 1,
2007. However, because USCG could not provide
assurance over the financial data in the detailed
accounting submissions, KPMG LLP could not
provide the level of assurance required of a review.
(OIG-12-31, January 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-31_Jan12.pdf

Independent Review of the U.S. Coast Guard’s
Reporting of FY 2011 Drug Control Performance
Summary Report

KPMG LLP, under contract with DHS OIG,
issued an Independent Accountants’ Report on the
FY 2011 Drug Control Performance Summary
Report for the USCG. USCG'’s management
prepared the Performance Summary Report

and management’s assertions to comply with the
requirements of the ONDCP Circular Drug
Control Accounting, dated May 1, 2007. KPMG
LLP did not find any reason to believe that the
Performance Summary Report for the year ended
September 30, 2011, was not presented in all
material respects, in conformity with ONDCP’s
Circular, or that management’s assertions were not
fairly stated, in all material respects, based on the
criteria set forth in the Circular, KPMG LLP did
not issue any recommendations as a result of this
review.

(OIG-12-32, January 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-32_Jan12.pdf

Independent Review of the U.S. Immigration and
Customs Enforcement’s Reporting of FY 2011
Drug Control Obligations

KPMG LLP, under contract with DHS OIG,
issued an Independent Accountant’s Report on

the FY 2011 Drug Control Obligations for U.S

Immigration and Customs Enforcement (ICE).
ICE’s management prepared the Table of Prior
Year Drug Control Obligations and related
disclosures to comply with the requirements of
the ONDCP Circular Drug Control Accounting,
dated May 1, 2007. KPMG LLP did not find
any reason to believe that the Table of Prior Year
Drug Control Obligations and related disclosures
for the year ended September 30, 2011, were not
presented in all material respects, in conformity
with ONDCPs Circular, or that management’s
assertions were not fairly stated, in all material
respects, based on the same criteria. KPMG LLP
did not issue any recommendations as a result of
this review.

(OIG-12-33, January 2012, OA)
http://www.oig.dhs.gov/assets/ Mgmt/
OIG_12-33_Janl2.pdf

Independent Review of the U.S. Immigration and
Customs Enforcement’s Reporting of FY 2011
Drug Control Performance Summary Report
KPMG LLP, under contract with DHS OIG,
issued an Independent Accountants’ Report on the
FY 2011 Drug Control Performance Summary
Report for ICE. ICE’s management prepared the
Performance Summary Report and management’s
assertions to comply with the requirements of the
ONDCEP Circular Drug Control Accounting, dated
May 1, 2007. Based on the review, nothing came to
KPMG's attention that caused them to believe that
the Performance Summary Report for the year
ended September 30, 2010, is not presented, in all
material respects, in conformity with ONDCP’s
Circular, or that management’s assertions are not
fairly stated, in all material respects, based on the
criteria set forth in ONDCP’s Circular. KPMG
LLP did not issue any recommendations as a result
of this review.

(OIG-12-34, January 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-34_Jan12.pdf

Independent Review of the U.S. Customs and
Border Protection’s Reporting of FY 2011 Drug
Control Obligations

KPMG LLP, under contract with DHS OIG,
issued an Independent Accountants’ Report on the
Table of FY 2011 Drug Control Obligations for
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the U.S Customs and Border Protection (CBP).
CBP’s management prepared the Table of FY 2011
Drug Control Obligations Report and related
disclosures to comply with the requirements of

the ONDCP Circular Drug Control Accounting,
dated May 1, 2007. Based on the review, nothing
came to KPMG LLP’s attention that caused them
to believe that the Table of FY 2011 Drug Control
Obligations and related disclosures for the year
ended September 30, 2011, are not presented, in all
material respects, in conformity with ONDCP’s
Circular, or that management’s assertions are not
fairly stated, in all material respects, based on the
criteria set forth in ONDCP’s Circular. KPMG
LLP did not issue any recommendations as a result
of this review.

(OIG-12-35, January 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-35_Jan12.pdf

Independent Review of the U.S. Customs and
Border Protection’s Reporting of FY 2011 Drug
Control Performance Summary Report

KPMG LLP, under contract with DHS OIG,
issued an Independent Accountants’ Report on the
FY 2011 Drug Control Performance Summary
Report for CBP. CBP’s management prepared the
Performance Summary Report to comply with
the requirements of the ONDCP Circular Drug
Control Accounting, dated May 1, 2007. KPMG
LLP did not find any reason to believe that the
Performance Summary Report for the year ended
September 30, 2011, was not presented, in all
material respects, in conformity with ONDCP’s
Circular, or that management’s assertions were not
fairly stated, in all material respects, based on the
criteria set forth in the Circular, KPMG LLP did
not issue any recommendations as a result of this
review.

(OIG-12-36, January 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-36_Jan12.pdf

Department of Homeland Security’s Compliance
with the Improper Payments Elimination and
Recovery Act of 2010

We contracted with KPMG LLP to determine
if DHS complied with the Improper Payments

Elimination and Recovery Act of 2010. KPMG
LLP did not find any instances of noncompli-
ance with the Act. We also reviewed the accuracy
and completeness of the Department’s improper
payment reporting and its efforts to reduce and
recover overpayments. We recommended that
the Department (1) improve controls to ensure
completeness and accuracy of reporting and

(2) increase efforts to recover overpayments.
Specifically, the Department should ensure that
all payments subject to testing are tested and
reported and that recovery audit rates are reported
accurately. Independent parties should perform
test work and review sample payments. Also, the
Department should develop guidance on applying
results of test work using alternative sampling
methodologies. Finally, the Department should
perform recovery audits when cost effective, and
those audits should target payments with a higher
potential for overpayment and recovery. The
Department concurred with all of our recommen-
dations.

(OIG-12-48, March 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/2012/
OIG_12-48_Marl2.pdf

The Office of Financial Management’s
Management Letter for FY 2011 DHS
Consolidated Financial Statements Audit
KPMG LLP, under conract with DHS OIG,
reviewed the Office of Financial Management's
internal control over financial reporting. The
management letter discusses four observations for
managements consideration identified during the
FY 2011 financial statement audit. These observa-
tions were discussed with the appropriate members
of management and are intended to improve
internal control or result in other operating
efficiencies. These issues did not meet

the criteria to be reported in the Independent
Auditors’ Report on DHS’ FY 2011 Financial
Statements and Internal Control over Financial
Reporting, dated November 11, 2011, included in
the Department of Homeland Security FY 2011
Annual Financial Report.

(OIG-12-57, March 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/2012/
OIG_12-57_Mar12.pdf
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Independent Auditors’ Report on U.S. Customs
and Border Protection’s FY 2011 Financial
Statements

KPMG LLP, under contract with DHS OIG,
audited the consolidated financial statements of
DHS'’ CBP for the fiscal years ending September
30, 2011, and 2010. KPMG LLP concluded that
CBP’s consolidated financial statements for those
FYs are presented faitly, in all material respects,
in conformity with the U.S. generally accepted
accounting principles.

KPMG LLP identified four significant deficiencies
in internal control over financial reporting:

® Drawback of Duties, Taxes, and Fees
m Property, Plant, and Equipment

B Entry Process

® Information Technology

KPMG LLP considers the first significant
deficiency above to be a material weakness. The
results of KPMG LLP’s tests of compliance

with certain provisions of laws, regulations, and
contracts disclosed no instances of noncompliance
or other matters that are required to be reported.
(OIG-12-65, March 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/2012/
OIG_12-65_Marl2.pdf

DIRECTORATE FOR
NATIONAL PROTECTION AND
PROGRAMS

MANAGEMENT REPORTS

The Preparedness Directorate’s Anti-Deficiency
Act Violations for Fiscal Year 2006 Shared
Service Administrative Assessments

To meet a budget shortfall in FY 2006, the
Preparedness Directorate elected to pool several
appropriations to fund shared services and other
administrative expenses. However, the Prepared-
ness Directorate improperly used program
appropriations to fund shared services in excess

of available appropriations. The Directorate did
not enter into valid Economy Act agreements,
and it did not properly record allocated charges
against each benefiting appropriation, as required
by the account adjustment statute. As a result,
we recommended that DHS report 21 violations
totaling approximately $28 million. The DHS
Under Secretary for National Protection and
Programs Directorate (NPPD) concurred with
three of the four recommendations.

(OIG-12-21, December 2011, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-21_Decl1.pdf

National Protection and Programs Directorate’s
Management Letter for FY 2011 DHS
Consolidated Financial Statements Audit
KPMG LLP reviewed NPPD’s internal control
over financial reporting. The management letter
discusses five observations for management's
consideration identified during the FY 2011
financial statement audit. These observations
were discussed with the appropriate members of
management and are intended to improve internal
control or result in other operating efficien-

cies. These issues did not meet the criteria to be
reported in the Independent Auditors’ Report on
DHS’ FY 2011 Financial Statements and Internal
Control over Financial Reporting, dated November
11, 2011, included in the Department of Homeland
Security FY 2011 Annual Financial Report.
(OIG-12-52, March 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/2012/
OIG_12-52_Marl2.pdf

FPS’ Exercise of a Contract Option for the Risk
Assessment and Management Program

In May 2011, the Federal Protective Service (FPS)
ceased development of the Risk Assessment and
Management Program (RAMP), intended to be

a next generation risk assessment tool, because it
was not cost-effective and did not fulfill its original
goals. Although FPS is no longer developing
RAMBP, it is still using the system to manage its
guard force through post inspections. RAMP
also contains historical data from legacy systems
that FPS wants to retain and maintain, such as
countermeasures in place at facilities. In June
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2011, NPPD’s Acquisition Division, the office
that administers the contract, exercised a contract
option for the operation and maintenance of
RAMP. Exercising the option was the most
advantageous and cost-efficient method of fulfilling
the government’s needs in accordance with federal
acquisition regulations. FPS minimized some
costs of the RAMP by stopping development

and paying the contractor only to operate and
maintain the program. As a result, FPS will save
the government at least $13.2 million. However,
FPS has not determined how it will maintain data
in RAMP or transfer critical data out of RAMP
after June 2012. FPS risks incurring additional
expenditures, including paying for the transfer

of useless data, as well as losing critical data, if it
does not act soon. We are recommending that the
Director of FPS plan and evaluate the projected
costs and benefits of both potential courses of
action—for the operation and maintenance or
transfer of data in RAMP—Dbefore taking action.
(OIG-12-67, March 2012, ISP)
http://www.oig.dhs.gov/assets/Mgmt/2012/
OIG_12-67_Marl2.pdf

INVESTIGATIONS

Pawnshop Owner’s Report of Stolen Government
Computers Results in Arrest

We conducted an investigation after receiving

a suspicious activity report from a Maryland
pawnshop owner concerning laptop computers
bearing DHS property stickers. Our investigation
revealed that an information technology contractor
for US-VISIT had stolen five DHS laptop
computers and sold them to various pawnshops in
Maryland. The thefts involved more than $8,000
worth of computers. He pleaded guilty to theft

of government property and was sentenced to 12
months probation and $650 in restitution.

DIRECTORATE FOR SCIENCE
AND TECHNOLOGY

MANAGEMENT REPORTS

Science and Technology Directorate’s Management
Letter for FY 2011 DHS Consolidated Financial
Statement Audit

KPMG LLP, under contract with DHS OIG,
reviewed the Science and Technology Directo-
rate’s internal control over financial reporting,
The management letter discusses four observa-
tions for management's consideration identified
during the FY 2011 financial statement audit.
These observations have been discussed with the
appropriate members of management and are
intended to improve internal control or result in
other operating efficiencies. These issues did not
meet the criteria to be reported in the Independent
Auditors’ Report on DHS’ FY 2011 Financial
Statements and Internal Control over Financial
Reporting, dated November 11, 2011, included in
the Department of Homeland Security FY 2011
Annual Financial Report.

(OIG-12-59, March 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/2012/
OIG_12-59_Marl2.pdf

FEDERAL EMERGENCY
MANAGEMENT AGENCY

MANAGEMENT REPORTS

National Level Exercise 2011- Federal Partner
Participation

We developed a report on Federal partner
participation in National Level Exercise 2011

to encourage all Federal Inspectors General to
assess their agency’s preparedness for disaster
response. In preparing this report, we observed
the functional exercise component of National
Level Exercise 2011, held May 16-19, 2011, which
began with a simulated earthquake along the New
Madrid fault line. The exercise included more than
4,000 Federal employees from 43 departments

15


http://www.oig.dhs.gov/assets/Mgmt/2012
http://www.oig.dhs.gov/assets/Mgmt/2012

16

Semiannual Report to the Congress

October 1, 2011 - March 31, 2012

and agencies, and various state and local agencies,
as well as private sector and nonprofit organiza-
tions. The exercise identified issues that hamper
our Nation’s ability to respond to a catastrophic
disaster. This report is not an evaluation of
National Level Exercise 2011 and does not contain
any recommendations; however, we expect that

it will result in additional assessments of Federal
partners’ disaster response capabilities.
(OIG-12-01, October 2011, EMO)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-01_Oct11.pdf

The State of Louisiana’s Management of State
Homeland Security Program and Urban Areas
Security Initiative Grants Awarded During Fiscal
Years 2007 through 2009

The State of Louisiana received $40.4 million in
State Homeland Security Program grants and
$18.8 million in Urban Areas Security Initiative
grants awarded by FEMA during fiscal years 2007
through 2009. This audit was mandated by Public
Law 110-53, Implementing Recommendations of
the 9/11 Commission Act of 2007, to determine:

(1) whether grant funds were distributed and
spent effectively, efficiently, and in compliance
with applicable Federal laws and regulations, and
(2) the extent to which the state has measured
improvements in its ability to prevent, prepare for,
protect against, and respond to disasters and acts
of terrorism.

Generally, the State Administrative Agency
administered grant program requirements
effectively and efficiently and in compliance with
grant guidance and regulations. Program goals
and objectives were linked to national priorities
and DHS mission areas, grant funds were spent
on allowable items and activities, and adequate
controls existed over the approval of expenditures
and reimbursement of funds.

However, improvements are needed in measuring
goals and objectives, subgrantee monitoring, and
multi-year training and exercise plans. Our three
recommendations call for FEMA to require the

State of Louisiana to initiate improvements, which,
if implemented, should help strengthen program
management, performance, and oversight of the
grant programs. FEMA concurred with all of the
recommendations.

(OIG-12-03, November 2011, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-03_Novll.pdf

The State of Colorado’s Management of State
Homeland Security Program and Urban Areas
Security Initiative Grants Awarded During Fiscal
Years 2007 through 2009

The State of Colorado received $29 million in
State Homeland Security Program grants and
$23 million in Urban Areas Security Initiative
grants awarded by FEMA during fiscal years 2007
through 2009. This audit was mandated by Public
Law 110-53, Implementing Recommendations of
the 9/11 Commission Act of 2007, to determine:

(1) whether grant funds were distributed and
spent effectively, efficiently, and in compliance
with applicable Federal laws and regulations, and
(2) the extent to which the State of Colorado has
measured improvements in its ability to prevent,
prepare for, protect against, and respond to
disasters and acts of terrorism.

Generally, the State Administrative Agency

did an effective job of developing its Homeland
Security Strategic Plan, distributing grant funds,
and ensuring that all of the available funds were
being used. The State of Colorado used reasonable
methods to assess threats, vulnerabilities, and
capabilities and needs, and allocated funds
accordingly. The State of Colorado complied
with cash management and status reporting
requirements, and generally spent funds in
accordance with grant requirements and
State-established priorities.

However, improvements were needed in the State
of Colorado’s guidance to subgrantees, monitoring
of grant activities, performance and preparedness
measurement, and responses to subgrantee cash
flow problems. Our ten recommendations call for
FEMA to require the State of Colorado to initiate
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improvements, which, if implemented, should
help strengthen program management, perform-
ance, and oversight of the grant programs. FEMA
concurred with all of the recommendations.
(OIG-12-04, November 2011, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-04_Novl1.pdf

The State of Oklaboma’s Management of State
Homeland Security Program and Urban Areas
Security Initiative Grants Awarded During Fiscal
Years 2006 through 2008

The State of Oklahoma received $21.2 million in
State Homeland Security Program grants and
$13.5 million in Urban Areas Security Initiative
grants awarded by FEMA during fiscal years 2006
through 2008. This audit was mandated by Public
Law 110-53, Implementing Recommendations of

the 9/11 Commission Act of 2007, to determine
whether grant funds were distributed and spent
strategically, effectively, and in compliance with
laws, regulations, and guidance. The goal of this
audit was to identify problems and solutions that
can help the state better prepare for and respond to
threats, acts of terrorism, and other hazards.

Generally, the state did an eflicient and effective
job of administering the program requirements in
compliance with grant guidance and regulations.
Funding was linked to goals in the State
Homeland Security Strategy and project-based
objectives, which in turn were based on initiatives
and needs identified by the Oklahoma Office of
Homeland Security. Funds and resources were
distributed based on those project-based objectives.
Reasonable methodologies were used for assessing
threats, vulnerabilities, and response capability.

However, improvements were needed in
Oklahoma’s documentation of performance
monitoring and identification of equipment
purchased with DHS grant funds. Our
recommendation calls for FEMA to require the
State of Oklahoma to initiate improvements,
which, if implemented, should help strengthen

program management, performance, and oversight

of the grant programs. FEMA concurred with the
recommendation.

(OIG-12-11, November 2011, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_IZ-ll_Novledf

The State of Florida’s Management of State
Homeland Security Program and Urban Areas
Security Initiative Grants Awarded During Fiscal
Years 2007 through 2009

The State of Florida received $96.6 million in
State Homeland Security Program grants and
$111.5 million in Urban Areas Security Initiative
grants awarded by FEMA during fiscal years 2007
through 2009. This audit was mandated by Public
Law 110-53, Implementing Recommendations of the
9/11 Commission Act of 2007, to determine:

(1) whether grant funds were distributed and
spent effectively, efficiently, and in compliance with
the law, program guidance, and state homeland
security plans and other applicable plans, and

(2) the extent to which the state has measured
improvements in its ability to prevent, prepare for,
protect against, and respond to natural disasters,
acts of terrorism, and other manmade disasters.

Generally, the State Administrative Agency
administered grant program requirements
effectively and efficiently and in compliance with
grant guidance and regulations. Program goals
and objectives were linked to national priorities
and DHS mission areas, grant funds were spent
on allowable items and activities, and adequate
controls existed over the approval of expenditures
and reimbursement of funds.

However, improvements are needed in subawards
to local jurisdictions, timeliness of grant fund
obligations and expenditures, measureable goals
and objectives, and sustainability of local projects.
Our six recommendations call for FEMA to
require the State of Florida to initiate improve-
ments, which, if implemented, should help
strengthen program management, performance,
and oversight of the grant programs. FEMA
concurred with all of the recommendations.
(OIG-12-13, November 2011, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-13_Novl1l.pdf
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The State of Minnesota’s Management of State
Homeland Security Program and Urban Areas
Security Initiative Grants Awarded During Fiscal
Years 2007 through 2009

The State of Minnesota received $29.8 million in
State Homeland Security Program grants and
$24.9 million in Urban Areas Security Initiative
grants awarded by FEMA during fiscal years 2007
through 2009. This audit was mandated by Public
Law 110-53, Implementing Recommendations of the
9/11 Commission Act of 2007 to determine

(1) whether grant funds were distributed and
spent effectively, efficiently, and in compliance with
applicable laws and regulations, and (2) the extent
to which grant funds enhanced the state’s ability to
prevent, prepare for, protect against, and respond
to natural disasters, acts of terrorism, and other
man-made disasters.

Generally, the state did an eflicient and effective
job of administering the program requirements in
compliance with grant guidance and regulations.
The state’s plans linked funding to all-hazard
capabilities and to goals that were established based
on risk assessments.

However, we identified seven areas for improving
grants management: state strategy updates,
subgrantee monitoring, property management,
grant expenditure reviews, financial status and
progress reporting, fusion center sustainability, and
internal controls over financial operations. Our

15 recommendations call for FEMA to initiate
improvements, which, if implemented, should help
strengthen program management, performance,
and oversight. FEMA concurred with 11 of the 15
recommendations and concurred with the intent of
the remaining 4 recommendations.

(OIG-12-14, November 2011, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-14_Novl1pdf

Relationships Between Fusion Centers and
Emergency Operations Centers

Our report assessed interaction and information
sharing between Fusion Center and Emergency
Operations Center (EOC) officials. Fusion
Centers and Emergency Management efforts are
enhanced with better interaction and information

sharing. A Fusion Center is a collaborative effort
of two or more agencies that provide resources,
expertise, and information to the center with the
goal of maximizing the ability to detect, prevent,
investigate, and respond to criminal and terrorism
activity. Fusion Centers and EOC:s play a critical
role in linking State and local on-the-ground
information with the strategies and response of
the Federal Government. Some Fusion Centers
are all-crimes oriented and do not consider EOCs
as partners in their operations. Many EOC
officials view Fusion Centers as solely law enforce-
ment entities and either do not see a need or

do not know how to effectively coordinate with
them. These officials would benefit from building
stronger relationships with each other. Officials
at Fusion Centers and EOCs we visited were

not always aware of each other’s roles, capabili-
ties, and information needs. Fusion Centers

and EOC officials also were not always aware

of and did not always utilize Federal guidance
developed to address coordination and informa-
tion sharing efforts. Finally, we determined that
the classification of information impedes effective
information sharing between Fusion Centers and
EOC:s officials. We made eight recommendations
that, when implemented, should improve Fusion
Centers and EOC's interaction and information
sharing efforts.

(OIG-12-15, December 2011, EMO)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-15_Decll.pdf

The State of Montana’s Management of State
Homeland Security Program Grants Awarded
During Fiscal Years 2007 through 2009

The State of Montana received $16.5 million in
State Homeland Security Program grants awarded
by FEMA during fiscal years 2007 through

2009. This audit was mandated by Public Law
110-53, Implementing Recommendations of the 9/11
Commission Act of 2007, to determine (1) whether
grant funds were distributed and spent effectively
and efficiently, and in compliance with applicable
laws and regulations; and (2) the extent to which
grant funds enhanced the state’s ability to prevent,
prepare for, protect against, and respond to natural
disasters, acts of terrorism, and other man-made
disasters.
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Generally, the state did an efficient and effective
job of administering the program requirements in
compliance with grant guidance and regulations.
The state’s plans linked funding to all-hazard
capabilities and to goals that were established based
on risk assessments.

However, we identified four areas for improving
grants management: measurement of goals and
objectives, compliance with property management
requirements, subgrantee performance monitoring,
and financial management internal controls. Our
13 recommendations call for FEMA to initiate
improvements, which, when implemented, should
help strengthen program management, perform-
ance, and oversight. FEMA concurred with the
recommendations.

(OIG-12-16, December 2011, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-16_Decl1.pdf

The State of Obio’s Management of State
Homeland Security Program and Urban Areas
Security Initiative Grants Awarded During Fiscal
Years 2007 through 2009

The State of Ohio received $64.5 million in

State Homeland Security Program grants and
$48.3 million in Urban Areas Security Initiative
grants awarded by FEMA during fiscal years 2007
through 2009. This audit was mandated by Public
Law 110-53, Implementing Recommendations of the
9/11 Commission Act of 2007, to determine

(1) whether grant funds were distributed and spent
effectively and efficiently, and in compliance with
applicable laws and regulations, and (2) the extent
to which grant funds enhanced the state’s ability to
prevent, prepare for, protect against, and respond
to natural disasters, acts of terrorism, and other
man-made disasters.

Generally, the state did an efficient and effective
job of administering the program requirements,
distributing grant funds, and ensuring that all
available funds were used. The state also used an
appropriate process for developing a strategy for
improving preparedness that contained measurable
goals and objectives.

However, we identified five areas for improving
grants management: the timely release of grant
funds to subgrantees, the timely payment of
subgrantees for grant-funded expenditures,
compliance with procurement regulations,
compliance with property management require-
ments, and monitoring of subgrantees. Our

12 recommendations call for FEMA to initiate
improvements, which, when implemented, should
help strengthen program management, perform-
ance, and oversight. FEMA concurred with 11 of
the 12 recommendations and concurred with the
intent of the remaining recommendation.
(OIG-12-17, December 2011, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-17_Decl1.pdf

FEMA’s Process for Tracking Public Assistance
Insurance Requirements

As a condition of receiving Federal disaster
assistance following a disaster, Public Assistance
(PA) applicants are required to obtain and
maintain insurance in order to protect facilities
against future loss to property. We determined
that, as implemented, FEMA’s program actually
provides disincentives to carry insurance in that
FEMA compensates owners that carry insurance
for damages that their insurers do not cover.
Uninsured owners, however, may receive FEMA
assistance to recover 100% of their losses for the
first disaster. FEMA also is silent on a number
of important policy issues. Furthermore, FEMA
cannot reliably determine if an applicant has
received disaster assistance in the past, leaving
FEMA at risk of providing duplicate assistance in
violation of the Stafford Act.

We furthered determined that improvements

are needed to: strengthen existing monitoring
and oversight activities of states and FEMA,
enhance management controls over the program’s
automated systems, complete the rulemaking
process begun by FEMA in 2000, and provide
additional PA insurance guidance.

Our recommendations to the Associate Adminis-
trator for Response and Recovery include:
Evaluating and improving the program’s review
process; implementing quality control procedures;
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modifying and updating database information;
completing the decade-old rulemaking process; and
providing additional guidance on PA insurance.
(OIG-12-18, December 2011, EMO)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-18_Decll.pdf

Homeland Security Grant Program Funds
Awarded for Project Shield

In response to a congressional request, we audited
approximately $45 million in Urban Areas
Security Initiative grant funds provided to Cook
County, Illinois, between fiscal years 2003 and
20009 for Project Shield. Our audit objective was
to determine if the funds for the interoperable
communication equipment project were spent
efficiently and effectively.

We determined that Urban Areas Security
Initiative grant funds for Project Shield were not
spent eficiently or effectively. The Urban Area
Working Group (representatives of jurisdic-

tions and response disciplines that comprise the
defined urban area) and Cook County did not
adequately plan or manage the project to ensure
that the equipment worked properly, the system
could be operated in an emergency situation,

and the costs were reasonable, allowable, and
allocable. This was due in part because FEMA
did not adequately ensure that the State of Illinois
effectively monitored Cook County’s expenditure
of grant funds. As a result, Project Shield was not
implemented effectively.

We recommended that FEMA suspend future
Project Shield funds for Cooke County until the
grantee validates effective use of the equipment and
ensures that the costs were reasonable, allowable,
and allocable. We also recommended that FEMA
establish a review process for new technology
projects and ensure that grantees perform proper
oversight of subgrantees. FEMA concurred with
our four recommendations.

(OIG-12-19, December 2011, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-19_Decll.pdf

Future Directions of FEMA’s Temporary Housing
Assistance Program

FEMA spent more than $400 million for five
housing pilot projects to explore possible future
options for disaster housing, The $400 million
grant program to four states resulted in 3,700 units
of interim housing, more than 1,600 of which will
remain as permanent housing units. However,
there were major delays in completing projects,
some of the more innovative concepts were not
completed, and costs were significantly higher than
planned. One state’s contractor received more
than $5.5 million but managed to complete only
six housing units. Weaknesses in program design
and inadequate planning and cost-data were the
primary causes of the problems encountered. The
report addresses each of the problems encountered
and makes recommendations for improvements in
future housing options.

(OIG-12-20, December 2011, EMO)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-20_Decl1.pdf

Annual Report to Congress on States’ and Urban
Areas’ Management of Homeland Security Grant
Programs Fiscal Year 2011

Public Law 110-53, Implementing Recommenda-
tions of the 9/11 Commission Act of 2007, requires
DHS OIG to audit individual states’ management
of State Homeland Security Program and Urban
Areas Security Initiative grants, and annually
submit to Congress a report summarizing the
results of those audits. This report responds to
the annual reporting requirement and summarizes
audits of seven states completed in FY 2011.

Generally, the states did an efficient and effective
job of administering the grant management
program requirements, distributing grant funds,
and ensuring that all of the $1.7 billion in available
funds were used. Most states used reasonable
methodologies to assess threats, vulnerabili-

ties, capabilities, and needs, and allocated funds
accordingly. Also, most states complied with
status reporting requirements, and procurement
methodologies conformed to the states strategies.
We identified five innovative practices that could be
considered for use by other jurisdictions.
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We identified two key areas for improvement:
strategic planning and oversight of grant activities.
We also identified approximately $7.5 million

in questioned costs. The report summarizes

70 recommendations addressing these areas.
FEMA concurred with all recommendations, and
corrective actions are underway.

(OIG-12-22, December 2011, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-22_Decll.pdf

Fire Station Construction Grants Funded by

the American Recovery and Reinvestment Act

of 2009

The American Recovery and Reinvestment Act

0of 2009 (Recovery Act) appropriated to FEMA
$610 million, of which $210 million was for
competitive ﬁreﬁghter assistance grants for the
purpose of “modifying, upgrading, or constructing
non-Federal fire stations.” We determined that

as of September 30, 2010, FEMA had awarded
$207 million of Recovery Act funds to 116 grant
recipients. Also, we concluded that FEMA
administered the Fire Station Construction Grant
Program in accordance with plans and require-
ments. Additionally, we identified a need for
FEMA to improve program monitoring and ensure
that recommended corrective actions from Fire
Station Construction grant financial desk reviews
are communicated to Grants Program Directorate
leadership. FEMA agreed with the recommenda-
tions.

(OIG-12-23, January 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-23_Jan12.pdf

The State of Washington’s Management of Urban
Areas Security Initiative Grants Awarded During
Fiscal Years 2007 through 2009

The State of Washington received $32 million in
Urban Areas Security Initiative grants awarded

by FEMA during fiscal years 2007 through

2009. This audit was mandated by Public Law
110-53, Implementing Recommendations of the 9/11
Commission Act of 2007, to determine (1) whether
grant funds were distributed and spent effectively,
efficiently, and in compliance with applicable

laws and regulations; and (2) the extent to which

grant funds enhanced the state’s ability to prevent,
prepare for, protect against, and respond to natural
disasters, acts of terrorism, and other man-made
disasters.

Generally, the State of Washington did an eflicient
and effective job of administering the program
requirements, distributing grant funds, and
ensuring that all available funds were used. The
State of Washington formed working groups

to establish priorities and spent grant funds in
accordance with such priorities and applicable
Federal laws and regulations.

However, we identified two areas for improvement:
the Urban Area strategy and the assessment process
to measure improvement. Our four recommen-
dations call for FEMA to initiate improvements,
which, when implemented, should help strengthen
program management, performance, and oversight.
FEMA concurred with one of the recommen-
dations and concurred with the intent of the
remaining recommendations.

(OIG-12-27, January 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-27_Janl12.pdf

The U.S. Virgin Islands Management of State
Homeland Security Program Grants Awarded
During Fiscal Years 2007 through 2009

The U.S. Virgin Islands received $4.6 million in
State Homeland Security Program grants awarded
by FEMA during fiscal years 2007 through

2009. This audit was mandated by Public Law
110-53, Implementing Recommendations of the 9/11
Commission Act of 2007, to determine (1) whether
grant funds were distributed and spent effectively
and efficiently, and in compliance with applicable
laws and regulations, and (2) the extent to which
grant funds enhanced the U.S. Virgin Islands’
ability to prevent, prepare for, protect against, and
respond to natural disasters, acts of terrorism, and
other man-made disasters.

We determined that the territory did not do an
efficient and effective job of administering the
program requirements in accordance with grant
guidance and regulations. We identified eight areas
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for improvement: strategic goals and objectives,
sole source procurement and management of
contract deliverables, financial management
documentation, property management controls
and accountability, use of purchased equipment,
procurement of training, personnel time charges,
and filing financial reports. As a result, we
questioned $1,291,486 for specific items claimed
by the territory. We also considered the entire
$3,429,214 drawn down by the territory for fiscal
years 2007 through 2009 as potential questioned
costs until the territory provides adequate
support for the funds. We further concluded that
FEMA should consider classifying the territory
as a high-risk grantee because of the numerous
problems noted in our audit.

Our 22 recommendations called for FEMA to
initiate improvements, which, when implemented,
should help strengthen program management,
performance, and oversight. FEMA concurred
with all 22 recommendations.

(OIG-12-29, January 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-29_Jan12.pdf

Efforts to Expedite Disaster Recovery in Louisiana
We determined that only 6.3% of all Katrina-
related PA projects in Louisiana have been closed.
FEMA, state officials, and subgrantees said that
several factors delayed efforts to close PA projects:
the catastrophic damage caused by the hurricane,
the Federal Government’s commitment to
reimburse Louisiana 100% of all PA project costs,
FEMA's complicated project procurement process,
PA decision inconsistencies, and Louisiana’s staff
resources. The report identified opportunities for
FEMA to improve the process. We recommended
that FEMA work with the State of Louisiana

to close completed Katrina-related projects and
improve the management process for future funded
PA projects.

(OIG-12-30, January 2012, EMO)
http://www.oig.dhs.gov/assets/Mgmt/
OIG_12-30_Jan12.pdf

Inspection of FEM A’s Regional Offices —

Region IX

FEMA maintains ten Regional Offices, which

are responsible for implementing the agency’s
programs and policies; preparing for, responding
to, and recovering from disasters and emergencies;
and mitigating against all hazards. The regional
level is where FEMA engages most directly

with state, local, and tribal partners, as well as
disaster victims, to deliver frontline services. The
Post-Katrina Emergency Management Act of 2006
directed FEMA to develop and maintain robust
Regional Offices to fulfill a number of responsi-
bilities. We concluded that FEMA’s Region IX
has engaged its stakeholders at the state, local,
and tribal levels in order to identify and address
regional priorities. In addition, Region IX has
made great efforts to fulfill its legislated responsi-
bilities and implement several delegated authori-
ties. We identified several areas for improvement.
Specifically, Region IX faces both budgetary

and staffing shortfalls that impact its effective-
ness. Additional guidance is needed in the area of
preparedness, and improvements are needed in the
disaster closeout process. We recommended that
FEMA provide Region IX with further guidance
or instruction on the roles and responsibilities in
the Protection and Prevention mission area; ensure
that the Regional Office is enforcing the terms
and conditions of the FEMA/State agreements
and using remedies for noncompliance to improve
the timeliness of the disaster closeout process;

and realign staffing and resources to ensure that
Region IX’s Grants Division can properly conduct
financial and programmatic monitoring of disaster
and non-disaster grant programs.

(OIG-12-43, February 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/2012/
OIG_12-43_Feb12.pdf

Federal Emergency Management Agency’s
Management Letter for FY 2011 DHS
Consolidated Financial Statements Audit
KPMG LLP, under contract with DHS OIG,
reviewed FEMA’s internal control over financial
reporting. The management letter discusses 18
observations for management’s consideration
identified during the FY 2011 financial statement

audit. These observations were discussed with
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the appropriate members of management and are
intended to improve internal control or result in
other operating efliciencies. These issues did not
meet the criteria to be reported in the Independent
Auditors’ Report on DHS’ FY 2011 Financial
Statements and Internal Control over Financial
Reporting, dated November 11, 2011, included in
the Department of Homeland Security FY 2011
Annual Financial Report.

(OIG-12-46, March 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/2012/
OIG_12-46_Marl2.pdf

The State of Arizona’s Management of Urban
Areas Security Initiative Grants Awarded During
Fiscal Years 2007 through 2009

The State of Arizona received $48.5 million in
Urban Areas Security Initiative grants awarded

by FEMA during fiscal years 2007 through

2009. This audit was mandated by Public Law
110-53, Implementing Recommendations of the 9/11
Commission Act of 2007, to determine (1) whether
grant funds were distributed and spent effectively,
efliciently, and in compliance with applicable

laws and regulations; and (2) the extent to which
grant funds enhanced the state’s ability to prevent,
prepare for, protect against, and respond to natural
disasters, acts of terrorism, and other man-made
disasters.

Generally, the State of Arizona did an effective and
efficient job of administering the program require-
ments, distributing grant funds, and ensuring that
all available funds were used. The State of Arizona
formed strategic planning working groups to
ensure that the state strategy and the Urban Areas
Security Initiative strategy were in alignment with
the target capabilities, and to identify gaps in the
strategy and corrective action needed to close the

gaps.

However, we identified one area for improvement:
compliance with exercise reporting requirements.
Our two recommendations call for FEMA to
initiate improvements, which, when implemented,
should help strengthen program management,

performance, and oversight. FEMA concurred
with both of the recommendations.
(OIG-12-61, March 2012, OA)
http://www.oig.dhs.gov/assets/Mgmt/2012/
OIG_12-61_Marl2.pdf

FEMA’s Efforts to Recoup Improper Payments

in Accordance With the Disaster Assistance
Recoupment Fairness Act of 2011

We assessesd the cost effectiveness of FEMA's
efforts to recoup improper payments in accordance
with the Disaster Assistance Recoupment Fairness
Act of 2011 (DARFA). DARFA authorizes the
Administrator of FEMA to waive a debt arising
from improper payments provided for disasters
declared between August 28, 2005, and December
31, 2010, if the excessive payment was based on
FEMA error; there was no fault by the debtor;
collection of the debt is against equity and good
conscience; and the debt does not involve fraud,

a false claim, or misrepresentation by the debtor
or others with an interest in the claim. FEMA

is authorized to grant a waiver to eligible debtors
with a 2010 adjusted gross income (AGI) of up to
$90,000 or less; and, subject to certain conditions,
only a partial waiver to those with an AGI greater
than $90,000. This is the first in a series of six
congressionally mandated reports that will be
issued every 3 months through June 2013. This
report does not contain any recommendations. We
requested, and FEMA is assembling, information
that will enable us to assign costs to its recoupment
activities. This information as well as an interim
cost-effectiveness assessment will be provided in
our future reports.

(OIG-12-62, March 2012, EMO)
http://www.oig.dhs.gov/assets/Mgmt/2012/
OIG_12-62_Marl2.pdf

DISASTER ASSISTANCE GRANTS

The Robert T. Stafford Disaster Relief and
Emergency Assistance Act (P.L. 93-288), as
amended, governs disasters declared by the
President of the United States. Title 44 of the
Code of Federal Regulations provides further
guidance and requirements for administering
disaster assistance grants awarded by FEMA.
We review grants to ensure that grantees or
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subgrantees account for and expend FEMA funds
according to Federal regulations and FEMA
guidelines.

We issued 28 financial assistance grant reports
during the period. Those reports disclosed
questioned costs totaling $32,567,455, of
which $11,718,850 was unsupported. A list of
these reports, including questioned costs and
unsupported costs, is provided in appendix 4.
A summary of some of our reports follows.

FEMA Hazard Mitigation Grant Program Funds
Awarded to Rebuild Northwest Florida,
Pensacola, Florida

Rebuild Northwest Florida received Hazard
Mitigation Grant Program (HMGP) awards
totaling $37.6 million under six Florida disaster
declarations. The awards, provided by the Florida
Division of Emergency Management (FDEM), a
FEMA grantee, included 75% FEMA funding to
wind retrofit low and moderate-income homes in
various locations throughout Escambia County,
and to install standby electronic power systems

to domestic abuse centers in Escambia and Santa
Rosa Counties. We reviewed costs totaling $24
million under the awards. Rebuild did not fully
comply with Federal post-award procurement
requirements, which resulted in excessive contract
charges of $878,200 (Federal share $658,650).
Also, Rebuild and the state did not fully comply
with post-award grant financial management
requirements. Finally, certain homes modified
according to the wind retrofit measures designed
by Rebuild’s engineer may not be able to withstand
the intended wind speed of at least 130 miles per
hour.

We recommended that the Regional Adminis-
trator, FEMA Region IV: (1) disallow questioned
costs of $878,200 (Federal share $658,650);

(2) instruct Rebuild to develop written procedures
to minimize the time elapsing between receipt

of Federal funds and the disbursement of those
funds, and instruct the state to reimburse Rebuild
in a timely manner; (3) instruct the state to review
the amount of working capital advances needed by
Rebuild and to consolidate such advances whenever

possible; (4) instruct the state to require Rebuild
to keep advanced funds in an interest-bearing
account; (5) impute interest that would have
been earned on the advanced funds, and instruct
Rebuild to remit the interest to FEMA to be put
to better use; (6) instruct the state to conduct

an independent assessment of the engineer of
record’s design specifications to determine if they
are adequate to withstand wind loads certified by
Rebuild’s engineer; and (7) instruct Rebuild to
implement corrective measures on homes where
any gable-end design specifications are identified as
deficient during the independent assessment.
(DA-12-01, November 2011, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-01_Novl1pdf

FEMA Public Assistance Grant Funds Awarded
to Long Beach School District, Long Beach,
Mississippi

The Long Beach School District received a

public assistance award of $20.2 million from

the Mississippi Emergency Management Agency
(MEMA), a FEMA grantee, for damages resulting
from Hurricane Katrina in August 2005. The
award provided 100% FEMA funding for debris
removal, emergency protective measures, and
repair of buildings, equipment, and recreational
facilities. Our audit focused primarily on $14.2
million awarded under eight projects. The district
accounted for expenditures on a project-by-project
basis, as required by Federal regulations and
FEMA guidelines. However, the district did not
reduce eligible project costs for insurance recoveries
totaling $439,950. In addition, the district did
not always comply with Federal procurement
procedures and documentation requirements,
resulting in $632,457 of ineligible and unsupported
costs. We recommended that the Regional
Administrator, FEMA Region IV: (1) disallow
$439,950 (FEMA share $439,950) of ineligible
project costs covered by insurance, (2) instruct

the district to comply with federal procurement
regulations, and (3) disallow $632,457 (FEMA
share $632,457) of unsupported contract costs.
(DA-12-02, December 2011, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-02_Decll.pdf
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FEMA Public Assistance Grant Funds Awarded
to City of Miami Beach, Florida — Hurricane
Wilma

The City of Miami Beach, Florida, received an
award of $8.5 million from FDEM, a FEMA
grantee, for damages related to Hurricane Wilma.
The award provided 100% FEMA funding for
debris removal, emergency protective measures,
and permanent repairs to damaged roads, bridges
and recreation, and public utility facilities. Our
audit focused on $4.5 million awarded under
four large projects. The city did not account for
large project expenditures on a project-by-project
basis. We also identified $154,922 of questioned
costs resulting from duplication of benefits, and
unsupported and ineligible project charges. We
recommended that the Regional Adminis-

trator, FEMA Region IV: (1) instruct the city

to separately account for large projects, and (2)
disallow $154,922 of questioned costs.
(DA-12-04, January 2012, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-04_Jan12.pdf

FEMA Public Assistance Grant Funds Awarded
to City of Miami Beach, Florida — Hurricane
Katrina

The City of Miami Beach, Florida, received an
award of $1.7 million from FDEM, a FEMA

grantee, for damages related to Hurricane Katrina.

The award provided 100% FEMA funding for
debris removal, emergency protective measures,
and permanent repairs to public buildings and
facilities. Our audit focused on $1.5 million
awarded under three large projects. The city

did not account for large project expenditures
on a project-by-project basis. We also identified
$39,887 of questioned costs resulting from
non-disaster and unsupported project charges.
We recommended that the Regional Adminis-
trator, FEMA Region IV: (1) instruct the city to
separately account for large projects, (2) disallow
$2,096 of non-disaster related charges, and (3)
disallow $37,791 of unsupported charges.
(DA-12-05, January 2012, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-05_Jan12.pdf

FEMA Public Assistance Grant Funds Awarded
to Puerto Rico Highway and Transportation
Authority - Tropical Storm Jeanne

The Puerto Rico Highway and Transportation
Authority received an award of $2.5 million from
the Puerto Rico Office of Management and Budget
(OMB), a FEMA grantee, for damages resulting
from Tropical Storm Jeanne, which occurred in
September 2004. The award provided 75% FEMA
funding for the repair of roads and bridges. We
reviewed costs totaling $2.5 million under the
award. The authority generally accounted for
and expended FEMA funds according to Federal
regulations and FEMA guidelines. However, we
identified $59,847 of questionable costs resulting
from non-disaster and excessive project charges.
We recommended that the Regional Adminis-
trator, FEMA Region II: (1) disallow $53,137
($39,853 Federal share) of non-disaster related
project charges and (2) disallow $6,710 ($5,033
Federal share) of excessive contract charges.
(DA-12-06, February 2012, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-06_Febl12.pdf

FEMA Public Assistance Grant Funds Awarded
to Puerto Rico Highway and Transportation
Authority — Flood Events of October 2005

The Puerto Rico Highway and Transportation
Authority received an award of $1.2 million from
the Puerto Rico OMB, a FEMA grantee, for
damages resulting from flood events of October
2005. The award provided 75% FEMA funding
for debris removal activities, emergency protective
measures, and repair of roads and bridges. We
reviewed costs totaling $1.2 million under the
award. The authority generally accounted for
and expended FEMA funds according to Federal
regulations and FEMA guidelines. However, we
identified $64,340 of unneeded project funding
that FEMA should deobligate and put to better
use. We also determined that the authority’s
claim included $62,963 of questionable costs.

We recommended that the Regional Adminis-
trator, FEMA Region II: (1) deobligate $64,340
($48,255 Federal share) of unneeded project
funding and put to better use; (2) disallow $45,652
($34,239 Federal share) of ineligible costs resulting
from a duplication of benefits; and (3) disallow
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$17,311 ($12,983 Federal share) of ineligible and
unsupported contract charges.
(DA-12-07, February 2012, EMO)

http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-07_Febl12.pdf

FEMA Public Assistance Grant Funds Awarded
to the Kentucky National Guard

The Kentucky National Guard received an award
of $8.8 million from the Kentucky Department
of Emergency Management, a FEMA grantee,

for damages resulting from severe ice storms in
February 2009. The award provided 75% FEMA
funding for emergency protective measures and
permanent repairs to buildings and facilities. Our
audit focused on $8.8 million awarded under one
large project and one small project. The National
Guard accounted for large project expenditures on
a project-by-project basis. However, we identified
$468,518 of questioned costs resulting from
unsupported, excessive, and ineligible project
charges. We recommended that the Regional
Administrator, FEMA Region IV disallow the
$468,518 of questioned costs.

(DA-12-08, February 2012, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-08_Febl12.pdf

FEMA Public Assistance Grant Funds Awarded
to City of Orlando, Florida — Hurricane Charley
The City of Orlando, Florida, received an award
of $17.1 million from FDEM, a FEMA grantee,
for damages related to Hurricane Charley, which
occurred in August 2004. The award provided
90% FEMA funding for debris removal activities,
emergency protective measures, and permanent
repairs to buildings and facilities. Our review
focused on $13.1 million awarded and claimed
under 13 large projects and 37 small projects.
The city accounted for project expenditures on

a project-by-project basis as required by Federal
regulation. However, the city’s claim included
$809,052 of costs that were covered by insurance.
We recommended that the Regional Adminis-
trator, FEMA Region IV, disallow the $809,052
(Federal share $728,147) of ineligible costs.
(DA-12-10, February 2012, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-10_Feb12.pdf

FEMA Public Assistance Grant Funds Awarded
to City of Orlando, Florida — Hurricane Jeanne
The City of Orlando, Florida, received an award
of $9.9 million from FDEM, a FEMA grantee,

for damages related to Hurricane Jeanne, which
occurred in September 2004. The award provided
90% FEMA funding for debris removal activities,
emergency protective measures, and permanent
repairs to buildings and facilities. The award
consisted of 18 large projects and 38 small
projects. Our review primarily focused on $4.3
million awarded under four large projects. The
city generally accounted for and expended FEMA
funds according to Federal regulations and FEMA
guidelines. However, we identified $51,951 of costs
that were covered by insurance. We recommended
that the Regional Administrator, FEMA Region
IV, disallow $51,951 (Federal share $46,756) of
ineligible costs for losses covered by insurance.
(DA-12-11, February 2012, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-11_Feb12.pdf

FEMA Public Assistance Grant Funds Awarded
to Massachusetts Department of Conservation
and Recreation

The Massachusetts Department of Conservation
and Recreation (MDCR) received an award of
$9.7 million from the Massachusetts Department
of Emergency Management, a FEMA grantee, for
damages resulting from a severe winter ice storm in
December 2008. The award provided 75% FEMA
funding for debris removal activities, emergency
protective measures, and permanent repairs to
facilities. We reviewed costs totaling $6.0 million
awarded to MDCR’s. MDCR generally accounted
for FEMA grant funds according to Federal
regulations and FEMA guidelines. However,
MDCRSs claim included $357,332 of questionable
costs consisting of $99,344 of excessive costs and
$257,988 of unsupported costs. We recommended
that the FEMA Regional Administrator, Region

I, disallow: (1) $99,344 ($74,508 Federal share) of
excessive project costs and (2) $257,988 ($193,491
Federal share) of unsupported costs.

(DA-12-12, March 2012, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-12_Marl2.pdf


http://www.oig.dhs.gov/assets/GrantReports
http://www.oig.dhs.gov/assets/GrantReports
http://www.oig.dhs.gov/assets/GrantReports
http://www.oig.dhs.gov/assets/GrantReports
http://www.oig.dhs.gov/assets/GrantReports

October 1, 2011 - March 31, 2012

Semiannual Report to the Congress

FEMA Public Assistance Grant Funds Awarded
to Harrison County Library System, Gulfport,
Mississippi

The Harrison County Library System received

an award of $6 million from MEMA, a FEMA
grantee, for damages resulting from Hurricane
Katrina in August 2005. The award provided
100% FEMA funding for replacement of contents,
equipment, furniture, interior fixtures, and
restoration of books. We reviewed awards forl4
large projects totaling $5.4 million. The library
accounted for expenditures on a project-by-project
basis, as required by Federal regulations and
FEMA guidelines. However, the library did not
reduce eligible project costs for cash and other
donations received for disaster recovery purposes,
which resulted in $2,420,650 of duplicated
benefits. In addition, the library overstated its
funding request by $2,107,836 for projects awarded
by FEMA based on the “improved project” criteria.
Finally, the library did not take the necessary
affirmative steps to ensure that minority firms,
women's business enterprises, and labor surplus
area firms were used, when possible, for contracted
work totaling $1,356,755. We recommended that
the Regional Administrator, FEMA Region IV:
(1) disallow $2,420,650 of ineligible duplicate
benefits received under multiple projects as a result
of cash and other donations received for disaster
recovery efforts; (2) deobligate and put to better
use $2,107,836 of overstated FEMA funding
obligated under multiple improved projects; and (3)
disallow $133,810 of costs awarded for contracts
that were not procured in accordance with Federal
procurement requirements, unless FEMA makes
an aflirmative decision that the contract awards
were fair and waives the procurement requirement.
(DA-12-13, March 2012, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-13_Marl2.pdf

FEMA Public Assistance Grant Funds Awarded
to City of Virginia Beach, Virginia

The City of Virginia Beach, Virginia, received a
public assistance award of $2.6 million from the
Virginia Department of Emergency Management,
a FEMA grantee, for damages as a result of
Tropical Depression Ida and a nor'easter that
occurred in November 2009. The award provided

75% FEMA funding for debris removal activities,
emergency protective measures, and permanent
repairs to facilities. We reviewed costs totaling
$1.9 million awarded to the city. The City
accounted for FEMA grant funds according

to Federal regulations and FEMA guidelines.
However, the city’s claim included $175,047

of questionable costs consisting of $93,817 of
unsupported costs and $81,230 of ineligible project
costs. We recommended that the FEMA Regional
Administrator, Region IV, disallow $93,817
($70,363 Federal share) of unsupported costs

and $81,230 ($60,922 Federal share) of ineligible
project costs.

(DA-12-14, March 2012, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DA-12-14_Mar12‘pdf

FEMA Public Assistance Grant Funds Awarded
to Prairie Land Electric Cooperative Inc., Norton,
Kansas

Prairie Land Electric Cooperative Inc. received an
award of $27 million from the Kansas Division

of Emergency Management, a FEMA grantee,

for damages caused by a severe winter storm on
November 27-28, 2005. The cooperative generally
accounted for and expended FEMA grant funds
according to Federal regulations and FEMA
guidelines. However, the cooperative claimed
mutual aid costs incurred in completing permanent
recovery work, which is not eligible according to
FEMA policy. We recommended that FEMA
disallow $133,440 ($100,080 Federal share) as
ineligible costs.

(DD-12-02, November 2011, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DD-12-02_Novll.pdf

FEMA Hazard Mitigation Grant Program
Funds Awarded to Panbandle Regional Planning
Commission, Amarillo, Texas

The Panhandle Regional Planning Commission
received an award of $8.6 million for a HMGP
project following Hurricane Rita for the construc-
tion of residential safe rooms. The commission
claimed $7.7 million in direct project costs. The
commission accounted for and expended FEMA
funds according to Federal regulations and FEMA
guidelines, the project met FEMA eligibility
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requirements, and project management complied
with applicable regulations and guidelines.
(DD-12-03, November 2011, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DD-12-03_Novl1.pdf

FEMA Public Assistance Grant Funds Awarded
to Cameron Parish School Board, Cameron,
Louisiana

Cameron Parish School Board received a $65.1
million award from the Governor’s Office of
Homeland Security and Emergency Prepared-
ness (GOHSEP), a FEMA grantee, for damages
resulting from Hurricane Rita. We determined
that Cameron generally accounted for and
expended FEMA grant funds according to Federal
regulations and FEMA guidelines. However,
although Cameron used full and open competi-
tion in awarding $49.6 million in contracts, it did
not include required provisions in its contracts and
did not take sufficient steps to ensure the use of
small businesses, minority-owned firms, women’s
business enterprises, and labor surplus area firms
for its contract work. We also determined that
FEMA had not completed its review of insurance
proceeds allocable to Cameron'’s projects. We
recommended that FEMA: (1) require GOHSEP
to direct Cameron to include federally required
contract provisions in its contracts and to establish
the necessary affirmative steps to ensure the use of
small businesses, minority-owned firms, women’s
business enterprises, and labor surplus area firms;
and (2) complete the insurance review to allocate
approximately $1 million of insurance proceeds to
the total cost of Cameron'’s projects. Because some
of the costs are funded from another source, they
are ineligible.

(DD-12-04, November 2011, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DD-12-04_Novl1.pdf

FEMA Public Assistance Grant Funds Awarded
to Middle School Advocates, Inc., New Orleans,
Louisiana

Middle School Advocates, Inc. (MSA) received

a $13 million award to replace a school damaged
during Hurricane Katrina. We determined that
MSA did not account for and expend FEMA
funds according to Federal regulations and FEMA

guidelines because MSA has not started, and does
not plan to start, any work to replace the damaged
school, as FEMA approved. Instead, MSA entered
into an agreement with a third party to build a
different school as a proposed alternate project
without FEMA's approval. Because MSA has

not completed any authorized work or claimed
any costs under its award, we recommended that
FEMA deobligate MSA's $13 million award and
put those Federal funds to better use. We further
recommend that FEMA not approve MSA's
proposed alternate project because FEMA had
already authorized the third party to build the
new school; therefore, providing funds to MSA
for the same purpose would be a duplication of
benefits. Additionally, FEMA needs to improve
its procedures for determining the eligibility of

(1) private non-profit entities as applicants under
the public assistance program and (2) facilities to
be repaired or replaced under the program.
(DD-12-05, February 2012, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DD-12-05_Feb12.pdf

FEMA Public Assistance Grant Funds Awarded
to St. Charles Parish, Louisiana

St. Charles Parish received an award of $8.9
million from the GOHSEP, a FEMA grantee,

for damages resulting from Hurricane Katrina.
We determined the parish did not account for
FEMA grant funds on a project-by-project basis as
required by Federal regulations. As a result, the
parish’s claim included unsupported and ineligible
costs. Further, it did not follow all Federal
procurement regulations. We recommended the
Regional Administrator, FEMA Region VI

(1) disallow $8,155,230 of unsupported costs and
$733,517 of ineligible costs; (2) review the scopes
of work for all the parish’s projects and deobligate
those projects with duplicate scopes of work; and
(3) direct GOHSEDP to instruct the parish to
establish the necessary affirmative steps to ensure
the use of small business, minority-owned firms,
women’s business enterprises, and labor surplus
area firms; to perform cost or price analyses, and
to include federally required contract provisions
in its contracts. Additionally, we recommend that
FEMA complete the insurance review and allocate
approximately $28,474 of insurance proceeds to
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the total cost of the parish’s projects. Because some
of the costs are funded from another source, they
are ineligible.

(DD-12-06, February 2012, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DD-12-06_Feb12.pdf

FEMA Public Assistance Grant Funds Awarded
to the Town of Fairfax, California

We audited public assistance grant funds
awarded to the Town of Fairfax, California for
FEMA Disaster Number 1628-DR-CA. Of the
$1,729,280 we reviewed, town officials did not
account for and expend $602,158 according to
Federal grant regulations and FEMA guidelines.
Specifically, we questioned: (1) $206,034 in
improper procurement costs, (2) $345,217 in
excessive and unreasonable professional services,
and (3) $50,907 in accounting errors. Further, the
town had a remaining unused award amount of
$207,000 that should be deobligated and put to

better use.

We recommended that the FEMA Region IX
Administrator, in coordination with the California
Emergency Management Agency (Cal EMA):

(1) disallow $206,034 (Federal share $154,526)

in ineligible contract costs incurred without
compliance with Federal regulations and FEMA
guidelines for Projects 2224, 2330, 2338, 2345,
and 3041; (2) disallow $345,217 (Federal share
$258,913) in ineligible, excessive, and unreasonable
costs for construction management, engineering,
and design services for Projects 2330, 2338, 2345,
and 3041; (3) disallow $50,907 (Federal share
$38,180) in ineligible project costs charged in
error to Project 2122 and Project 2330; and (4)
deobligate $207,000 (Federal share $155,250)

in unused hazard mitigation funding for Project
2338, and put those Federal funds to better use.
(DS-12-01, December 2011, EMO)
http://www.oig.dhs.gov/assets/ Mgmt/OIG_
DS-12-01_Decl1.pdf

FEMA Public Assistance Grant Funds Awarded
to the Marin Municipal Water District,
California

We audited public assistance grant funds awarded
to the Marin Municipal Water District, California,

for FEMA Disaster Number 1628-DR-CA. The
district generally expended and accounted for
FEMA funds according to Federal regulations
and FEMA guidelines. However, we identified
$360,266 of unused Federal funds and $8,731 in

unsupported project costs.

We recommended that the FEMA Region IX
Administrator, in coordination with Cal EMA:
(1) deobligate $360,266 (Federal share $270,200)
in unused Federal funds for Projects 2883 and
3520 that the district will not be submitting for
reimbursement, and put those funds to better use,
and (2) disallow $8,731 (Federal share $6,548) in
unsupported costs for Projects 2317 and 3719.
(DS-12-02, December 2011, EMO)
http://www.oig.dhs.gov/assets/GrantReports/
OIG_DS-12-02_Decll.pdf

FEMA Public Assistance Grant Funds Awarded
to Paso Robles Joint Unified School District,
California

We audited public assistance grant funds
awarded to Paso Robles Joint Unified School
District, California, for FEMA Disaster Number
1505-DR-CA. Of the $19,074,741 in project
charges we reviewed, district officials did not
expend or account for $13,106,345 according

to Federal regulations and FEMA guidelines.
Specifically, we questioned: (1) $12,958,864 of
ineligible costs due to the replacement, rather than
repair, of the Flamson Middle School Building,
(2) $2,736,887 in improper procurement costs
(included in the $12,958,864 already questioned),
(3) $145,481 in ineligible costs associated with the
use of grantfunded modular buildings that were
used for non-disaster-related purposes, and

(4) $2,000 in unsupported costs.

We recommended that the FEMA Region IX
Administrator, in coordination with Cal EMA:
(1) disallow $12,958,864 (Federal share
$9,719,148) in ineligible replacement costs
charged to Project 245; (2) establish policies and
procedures that 