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RESPONSE REQUIRED " #OlG DA-15-19 Audit Requirement
l message

FEMApAf gfi EQUEST <fema+aJg-request@Iema.dhs.gov>
To 'FDEM,PAActionitem@em myflorida.com" <FDEM PAActionitem@em.myflorida.com>

Mon. Aug 22. 2016 al 10:37 AM

Dear FEMA Subgrantee:

You are being contacted by the Federal Emergency Managemenl Agency (FEMA), in partnership with the Florida
Division of Emergency Managemenl (Grantee), in relation to the U.S Oepartment of Homeland Security (DHS) Office of
the lnspector General (OlG) Audit #OlG-1''19. We are contacting your office to request certain documentation to
ensure that the insurance requirement to obtain and maintain as a condition of the Public Assistance granl has been
met

For your awareness the OIG'S audit found that FEMA did not adequately verify that the Subgrantees complied with
insurance requirements after receiving grant funds following the 2@4|2OOS Florida declared disasters (1539-DR, 154$
DR, '1551-OR, 1561-DR, 1595OR, 1602-DR and 1609-DR). Pursuant to 44 CFR S0 206.252-253, as a condition of
receiving FEI\,IA funding for a damaged facility, a Subgrantee is required to obtain and maintain insurance to cover the
risk of future losses to that facility. FEi,iA, in partnership wilh the Grantee, is working to ensure that the concems
raised in the audit are addressed. The ilolG 15-19 Audit report and the FEMA policy on insurance are attached for your
reference

Although comments entered into some Projecl Worksheets indicated that insurance requirements were waived, the Audit
found these comments to be enoneous. The wording from ,lolG-OA-15-19 states:

"lf the State lnsurance Commissioner certifies thal the type and extent of insurance is not reasonably
available, the Regional Oirector may waive the requiremenl in conformity with the certification.' Consequently,
FEMA insurance specialists do nol have the authodty to waive the insurance requirement without being instructed to do
so by the FEMA Regional Director"

The Regronal Director has not received any requests for an insurance waiver for any of the Subgrantees designated in
the 2004 and 2005 events in the State of Florida Al presenl, FEMA does not have records of any properly approved
insurance waivers for any of the Subgrantees in the State of Florida. FEMA is requesting your conflrmation thal your
office understands the requirement to obtain and maintain insurance by reviewing and signing the atlached lnsurance
Commitment letter

For your awareness, the dollar amount of lhe requiremenl to obtain and maintain is calculated belore any reductions
For example, a facility thal incurred $1,000,000 in total PA-eligible windslorm damage which received S400,000 in
windstorm insurance proceeds and $600,000 in PA funding would be required to obtain an additional $600,000 in
windstorm insurance and maintain the original $400,000 in windstorm insurance, for a total of $1,000,000 in coverage
Otherwise the facility would be ineligible for any future PA funding, regardless of what peril (fire, flood, windstorm, etc )
causes the future damage

There are three attached documents included in this email

. The firsl attached documenl is an lnsurance Commitment letter template for you, as the Subgrantee,
to sign acknowledging your obligation to obtain and maintain insurance as a condition of having received FEMA
grant funding. lt also documents your acknowledgement, that FEMA Region lV has no insurance waivers on file
for any of the approved Proiect Worksheets in the State of Flodda.

The second attached document is OIG-'I5.190 Audit for your reference.

The third attached document is FP 206.086-1 FEMA lnsurance Policy for your reference.

Please perform the following aclions within thirty (30) days
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1)

2)

s)

4)

s)

Review the attached insurance commitment letter.

Utilize the fillable boxes to complete the required fields.

Print the letter on your letterhead stationery.

Sign and scan the letter.

Email the signed letter to both FEMA and the Grantee al the below email addresses

FEMA-PA-Fg-REQUEST@fema.dhs.gov and FDEM PAActionitem@em.myflorida com

It is imporlanl to note that a response needs to be received wilhin thirty (30) days from the date of this email. Failure to
adhere to the obtain and maintain granl conditions may result in FEMA denying or de-obligating assistance in the cunent
disaste(s) (referenced above) and will resull in FEMA denying future assistance for that facility in any subsequenl
Presidentially declared major disasters. "Vvhen a facility thal received assistance is damaged by the same hazard in a
subsequent disaster and the applicant failed to maintain the required insurance from the previous disaster, then the
facility is not eligible for assistance in any subsequent disaste/' (Section H of FP 206.086-1 Policy).

For your reference, the following provide fu(her details on FEMA's insurance requirements

Stafford Act Section 3'11, lnsurance (42 U S.C 5154)

Title 44 Code of Federal Regulations 5206.252-253

Please REPLY ALL to this email if you have any questions. This will ensure thal your concems are captured and
responded to in Miting for your records.

Thank you for your prompt attention to this matter.

3 attachments

ts Commitment No Policy Request.pdf
44K

n OIG_l5-19O_Decl4.pdf
681K

a FP206486-1_PublicAssistancePolicylnsurance_05291 5.pdt
296K
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Florida Disaster Declarations 2OO4 and 2005 Hurricanes
Year Disaster

number
lncident Public Assistalce

Funding
Perma-nent Work

2004 1539 Hurricane Charley $ 612,562,547 $ t7 4 ,624 ,9 t3
1545 Hurricale Fra-ncis 666,626,360 27 6,7 40,26t
1551 Hurricane Ival 697 ,541,1t2 347 ,468,706
1561 Hurricane Jeanne 52t,496,152 133,641,815

Subtotals $z 494 t7t $ 932 47 695

2005 1595 Huricane Dennis $ 200 000 891 s 320 688
t602 Hurricane Katrina 194 445 713 115 471

1609 Hurricale Wilma 1 ,482,028,525 443,277,2t4
Subtotals $L,a76,47a,129 $ 595,713,17s

Grand Totals $4,374,70 r,300

Table 2 - Federal Assistance for Florida Disasters

$t 524 l8 470
Source: DHS OIG prepared with information from FEMA.gov

Results of Audit

The quality of FEMA's insurance reviews in Florida was inadequate to maximize
insurance available under applicalts' policies with the Insurance Company
and to ensure that duplication of benefits did not occur. FEMA's Florida
Recovery Offrce knew about these deliciencies in its insurance review process
but did not correct them. As a result, FEMA may have funded up to $t7l .2

million that insurance should have covered. To resolve these problems, FEMA
needs to:

( 1) conduct a detailed insurance review of all projects associated with
applicants that have insurance with the lnsurance Company to
determine the correct amount of available insurance benefits that the
applicants received or should have received for the projects FEMA
approved;

(2) recover the additional insurance proceeds identified in the reconciliation
recommended in the first step above; and

(3) direct Florida, as grantee, to work with applicants, the State lnsurance
Commissioner, and the Insurance Company to ensure that applicants
receive or have received the maximum insurance benefits available under
their policies for the projects FEMA approved.

Furthermore, FEMA's insurance specialists routinely waived the requi.rement to
obtain and maintain insurance for future disasters, even though they did not
have the authority to take such action. FEMA's Florida Recovery Office did not
detect and correct this deficiency. As a result, FEMA potentia.lly stands to lose

3wuu.oig.d.hs.eou otc l5 l9-D
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up to a billion dollers in future Florida disasters because many Florida
communities may not have adequate insurance coverage for future disasters
such as those that occurred in 2OO4 and 2OO5. Therefore, FEMA a-lso needs to

(l ) determine the hnal gross eligible project costs for each project and in
turn rew te the project worksheets to identify the correct amount of
insurance that each applicant must obtain and maintain as a condition
of receiving disaster assistance; and

(2) Direct Florida to review a-ll Florida applicants alrd determine whether
they have either obtained the required insurance, or obtained an
insurance waiver from the State Insurance Commissioner to avoid
potentially paying up to a billion dollars in future costs.

Finally, FEMA told us that, due to the nature of disaster recovery response,
some of the insurance specialists who worked on the Florida disasters
transitioned to other disasters, including Hurricane Sandy. While this report
contains no recommendations specific to Hurricane Sandy, given that we

received the Hotline complaints in 201l for 2OO4 and 2005 hurricanes, we are
concemed that the conditions we identihed in this report continue to exist and
may be ongoing in some active disasters.

Finding A: FEMA's Insurance Reviews Were Inadequate
FEMA's insurance reviews were inadequate to ensure that approved project
costs included required reductions for the maximum amount of available
insurance and did not include duplicate benefits. As a result, FEMA funded
$ 177.2 million that insurance may have covered. This occurred because, after
FEMA's Florida Recovery Office insurance staff alerted its management to
dehciencies in its own insurarce review process, the Florida Recovery OIIice
management did not correct the deficiencies. lnstead, FEMA's Flonda Recovery
Office management chose to accept the Insurance Company's assertion that
the policy between the Insurance Company and the applicarts did not cover
the $177 .2 million in damages.

Section 3l 2(a) of the Stafford Acr, Duplication of Benefits, states that no entitv
will receive assistance for any loss for which they have received financial
assistance from any other program, from insurance, or from any other source.
In addition, Federal regulations at 44 Code of Federa.l Regulations (CFR)

2O6.25O(c) stipulate that "actual and alticipated insurance recoveries shall be

deducted from otherwise eligible costs.'
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FEMA Insurance Specialists Did Not Ident ifv Available Insurance
In some cases, the specialists determined that insurance was not available,
even when the applicarrt had a policy covering the damaged facilities. As table 3
shows, of the 78 project worksheets we reviewed, 38 (49 percent) included a

comment that no insurance was available or that insurance did not cover the
damages.

Table 3 - Project Worksheets with (No Insurance" Determination

Source: DHS OIG prepared wit} information obtained from the FEMA Florida Recovery
Office, FEMA Region tV Office, and FEMA's NEMIS

Our review showed that FEMA insura-nce specialists adequately supported
only 4 of their 38 "no insurance" decisions; FEMA expects these 4 projects to
total $662,O85. As for the remaining 34 projects totaling $t L l million, FEMA
insurance specialists either incorrectly arrived at that decision, or could not
support that decision. Specifically, FEMA insurance specialists incorrectly
arrived at a no-insurance determination for 23 projects totaling $8.6 million,
and had no support to justify their determinations for I 1 projects totaling
$2.5 mi[ion.

5

Applicant
Disaster
Number

1 609

#of
Projects
Selected

for
Review

8

Gross
Project

Amounts for
Selected
Projects

*of
Projects
with "No

Insurance"
Comment

Gross Award
AEounts for
ProJects with

"No
lnsurance"
Comment

Everglades
City

$ 3,902,431 5 $ 1,366,567

Fort Pierce 1545 7 34,284,70t I
lslamorada I 609 6 s,263,038 3 553,924
Marathon 1609 2,t71,664 2 182,7 59
Monroe
County

I 609 J 682,689 I 344,597

Pembroke
Pines

r 609 l9 10,619,759 10 2,557,146

Plantation 1609 15 4,522,237 8 I ,532,687
Vero Beach r 545 5 610, 145 0 0
Wellington 1609 t0 3,965,593 ) 3,096,958
Totals 7A $66,o22,261 38 $LL,76L,679
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Signilicant Duplication of Benefits Potentially Exists for Damages Fund..d
bv FEMA
We reviewed the 9 applicants' insurance policies for the 78 selected projects. ln
particular, we compared the Schedule of Properties and the Statements of Loss,
when available, to tle project scope of work. Critical documentation was often
incomplete, such as the following:
. lnsurance poiicies were incomplete and missing pages.
. Statements of Loss were not available.
. The Schedule of Properties was not available in two cases.
. Summaries supporting and tracking deductible calculations were not

available.

Based on the frequency and range of these issues, we concluded that FEMA
could not have completed a valid insurance assessment with the
documentation available. Comparing the available insurance documentation to
the scopes of work FEMA authorized in the project worksheets, we identified
$46,477.75'l of project costs that insurance policies potentially covered. This
a-rnount represents about 9l percent of the $51,126,825 FEMA approved
(obligated) for the 78 projects we reviewed. [t is important to note that our
audit covered only 9 applicants out of the total 154 applicants who had policies
with the Insurance Company. For the 154 applicants, FEMA approved
$ 177.2 miUion for 2,088 projects. Because our audit shows that these projects
are at high risk, we conclude that FEMA has little assurance that its insurance
specialists properly reduced the $177 .2 million in FEMA-approved damages.

FEMA's Florida Recoverv Office Was Aware of Problems with Insurance
Reviews
lnsurance specialists performing closeout activities in t}re PEMA Florida
Recovery Office identified potentially serious problems with insurance in late
summer of 2Ol O. They said that they immediately notilied management of their
concerns. Specifrcally, the problems they identihed were caused by FEMA
applyrng insufficient reductions to the funding of 2OO4 and 2005 hurricare
project worksheets for the amounts of anticipated or actual insurance proceeds
applicants expected or received from the lnsuralce Company.

FEMA's Lead Insurance Specialist initially estimated that between $8O million
and $120 million of disaster assistance might include duplicate benefits that
insurance covered or should have covered. The Lead Insurance Specialist said
these problems occurred because of (1) insufficient and inaccurate insurance

6wu.)w.oig.dhs.gou otc-l5-l9-D
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applicant nor FEMA has taken any further action. In our audit of Cora.l
Springs, we questioned $1.6 million for ineligible costs claimed for damages
covered by insurance. In its response to that audit, FEMA used an analysis
from the Insurance Company to deobligate $525,577-about one-third of the
amount we questioned in the audit. FEMA has not responded to our requests
to explain the differences.

In November 2013, Florida provided FEMA documentation that the insurance
company paid six applicants a total of $4.5 million. The $4.5 million included
payments for Coral Springs and Vero Beach totaling only $2 2 million.
However, we questioned almost $4.5 million in the three audit reports for these
two cities (see footnote 1). Despite our requests, neither FEMA nor Florida
attempted to reconcile these payments to (l ) the scopes of work, (2) the
insurance policies, or (3) the frndings in our audit reports.

Status of the Insurance Com s $25 Million Reserve Fund
FEMA has taken no signilicant actions to address and correct these insurance
problems. For example, despite the lnsurance Company establishing the
$25 million reserve fund, FEMA has not actively pursued the resolution of
these insurance settlements or applied appropriate deductions to project
worksheets to avoid any duplication of benefits.

ln response to our inquiries about the status of the $25 million reserve fund,
the Insurarce Compary told us that it eliminated the fund because it no longer
expects FEMA to deobligate a,ny of the grant funds. The Insuralce Company
added that, if FEMA officia.ls had identified specifrc project worksheets, it would
examine them on a case-by-case basis, but currently it was not actively
assigning resources to project worksheets for examination. The lnsurance
Compaly also clarified that the re-insurance partners were foreign and
domestic pa.rtners and were no longer actively involved with (the lnsurance
Company) on these project worksheets.

Finding B: FEMA Insurance Specialists Improperly Vlaived the
Obtain and Maintain Insurance Requirement
FEMA's insurarce specialists routinely waived the requirement to obtain and
majntain insurance, even though they did not have the authority to take such
action. This occurred because FEMA's Florida Recovery Office did not detect
arld correct tlris deficiency. As a result, FEMA potentia.lly stands to lose up to a
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billion dollars in future Florida disasters because many Florida communities
may not have adequate insurance coverage for future disasters such as those
that occurred in 2OO4 and 2005. As table 4 shows, 32 of the 78 projects we

reviewed included an insurance requirement waiver comment. 'l'he FEMA
approved gross va-lue of the projects with the waiver comments totaled
$41,519,255, or 62.9 percent of the gross award amount of $66,O22,261 FEMA
estimated for the 78 projects (see scope paragraph on page 2).7

Table 4 - Project Worksheets with Insurance Requirement trIaived

Applicant
Disaster
Number

#of
Proj ect s
Selected

for
Review

Gross Project
Amounts for

Selected
Projects

Projects
with

Insurance
Rqmt

Waived

Gross Value
of Damages
with Waiver
Comment

Everglades
City

1609 8 $ 3,902,431 3 $ 912,47 6

Fort Pierce 1 545 7 34 ,244,701 6 33,219,622
Islamorada 1609 6

3
5,263,038 3 553,924

Marathon 1609 2,r71,664 I 82,600
Monroe
Countv

r 609 5 682.649 2 250,147

Pembroke
Pines

1 609 19 10,619,759 3 1 ,744,124

Plantation 1609 15 4,522,237 8 1,532,688
Vero Beach 1545 5 610, 145 0 0
Wellington i 609 l0 3,965,593 6 3,2t9,67 4
Totals 78 $66,O22,261 32 $4r,s19,2ss

Sourc€: DHS OIG prepared with information obtained from the FEMA Florida Recovery
Office, FEMA Region tV Office, artd FEMA's NEMIS.

Federal regulations at 44 CFR 2O6.253(bXl ) require that, as a condition of
receiving public assistance for a facility, an applicant must obtain and
maintain insurance to cover that facility for the hazard that caused the
damage. Such coverage must, at a minimum, be in the amount of the
estimated eligible project costs for that structure before any reduction.
FEMA guida-nce directs that an applicant is exempt from this requirement (the
obtain-and-maintain requirement) for:
. projects where the eligible damage is less than $5,O00; or

7 We used the gross award amounts to show t}le effect of the waivers because Federal
regulations require applicants to obtain insurance coverage for the eligible damages (before
reductions for insurance).
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Appendix C

Report Distribution
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Genera.l Counsel
Executive Secretary
Director, GAO/OIG Liaison Office
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Assistant Secretary for Offrce of Public Affairs
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Federal Emergencv nt Asencv

Administrator
Chief of Staff
Chief Financial Offrcer
Chief Counsel
Director, Risk Management and Compliance
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Chief, Homeland Security Branch
DHS OIG Budget Examiner
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FEMA Recovery Policy ljl' 2(l()-{)t(6- |

B Properties Located within Special Flood Hazard Areas. For properties located in a Special

Flood Hazard Area (SFHA), applicable law may require FEMA to reduce assistance.

1. The reduction of assistance applies to NFIP-hsurable properties that meet each of the

following criteria:

a Located in an SFHA where FEMA has identified the area as an SFHA for more than one

year;

b. Damaged by flooding; and

c. Uninsured for flood loss.a

2. FEMA will reduce assistance by the lesser of:

a. The value of the property at the time o, the disasterj or

b. The maximum amount of insurance proceeds that an SFIP would provide for a building
and its contents.2a

3. Exception: For private nonprofit applicants in communities that do not participate in the

NIIP, FEMA will nol reduce assistance as described in Section VII, Part 2(B) However, in
order for FEMA to approve assistance for the private nonprofit applicant, the community
must agree to participate in the NFIP within six months of the declaration, or the private
nonprofit must obtain and maintain flood insurance from another source.E

4. For property located in an SFHA thal is covered by flood insurance:

a. FEMA will reduce assistance by the amount of actual or anticipated insuranc€
proceeds.26

b. lf the property is not insured through an SFIP and the amount ol actual or anticipated
proceeds is less than whal would be provided through an SFIP, then FEMA will reduce

assistance by the maximum amount of insurance proceeds that an SFIP would provide.

5. If an applicant believes that a property is not located in the identified SFHA, as indicated by
the current Flood lnsurance Rate Map (FIRM), the applicant may request a Letter of Map
Amendment (LOMA) or Letter of Map Revision (LOMR) to FEMA within six months of the

disaster declaration.

a. It is the sole responsibility of an applicant to requesl a LOMA or LOMR il it believes that
its property is not located in the identified SFHA as indicated on the current FIRM.z7

b. FEMA will nol reimburse costs incurred in pursuit of a LOMA or LOMR.'?8

c. FEMA will reduce assistance as described above (Section VII, Part 2(B)) until and unless
the applicant obtains a LOMA or LOMR

,r 42 U.S.C. S 5172(dxl )
a 42 U .S.C. 9 5172(d)(2); aa C.F.R. SS 206.250(d) and 206.2s2@)
E 42 U.S.C. S 5172(dX3); aa C.F.R. 5 206.2s2(b).
,6 42 U.S.C. S 5155.
, 44 C.F.R. SS 65.4 70.3, and 70.5
16 44 C.F.R. S 206.223.
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a. If FEMA provid€s assistance that covers costs related to replacing, restoring,
repairing, reconstructing, or constructing items that are not buildings, contents,
equipment, and vehicl€s, FEMA will subtract the costs related to these items from
the amount of required insurance.

The District property that receives FEMA grant funds does no1 include building, contents,
equipment and vehicles, but only an engineered beach and beach groin. FEMA's assistance
covers costs related to repairing, restoring, replacing, and reconstructing the engineered beach
and beach groin. It thus appearc thal the costs related to the engineered beach and beach groin are
nol requted to be insured. Furthermore, while the District maintains standard liability insurance
through the Florida Municipal lnswance Trust, we have been advised that there is no insurance
reasonable and available to insure against losses from storms to the engineered beach and beach
groin. For these reasons, we believe that according to the FEMA Recovery Policy we are in
compliance with the grant requirements.

Should you have a different opinion, or if you need Iirther information, we would
appreciate an opporhrnify to discuss our property and insurance with you. The email the District
received from FEMA did not include a reference to any Project Worksheets at issue or Gross
Eligible amounts though we understand that pwsuanl to federal regulations, the District should
receive from FEMA notification of the type and amount of any insurance required as it pertains
to the Project Worksheet. Please advise if there are processes applicable in this situation that
should be followed to ensure that the District maintains its compliance with the FEMA
requirements.

Sincerely.

Dave Jensen

Chairman
Captiva Erosion Prevention District


