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REVIEW OF THE GENERAL ACCOUNTING OF-
FICE REPORT ON FEMA’S ACTIVITIES
AFTER THE TERRORIST ATTACKS ON SEP-
TEMBER 11, 2001

WEDNESDAY, SEPTEMBER 24, 2003

U.S. SENATE,
COMMITTEE ON ENVIRONMENT AND PUBLIC WORKS,
SUBCOMMITTEE ON CLEAN AIR, CLIMATE CHANGE, AND
NUCLEAR SAFETY,
Washington, DC.

The subcommittee met, pursuant to notice, at 9:02 a.m. in room
406, Senate Dirksen Building, the Hon. George V. Voinovich (chair-
man of the subcommittee) presiding.

Present: Senators Voinovich, Jeffords, Clinton, and Carper.

OPENING STATEMENT OF HON. GEORGE V. VOINOVICH,
U.S. SENATOR FROM THE STATE OF OHIO

Senator VOINOVICH. The subcommittee will come to order.

Good morning all. Today’s hearing continues our ongoing over-
sight of the Federal Emergency Management Agency. This over-
sight has long been a priority for the Environment and Public
Works Committee. It is my intention as chairman of this sub-
committee to continue this strong oversight.

Today’s hearing is also the first FEMA oversight hearing we
have held since the Agency was transferred into the Department
of Homeland Security. The attacks of September 11 were unprece-
dented in scope and have served as a catalyst for major reform
within the Federal Government in its ability to prevent and re-
spond to such events in the future.

Also unprecedented was our Nation’s response to the attacks.
Thousands of workers and volunteers from around the country re-
sponded to those in need at the World Trade Center and the Pen-
tagon, including 74 Ohioans who arrived in New York City within
24 hours of the attacks as part of Ohio Task Force One, one of
FEMA'’s urban search and rescue teams.

The attacks of September 11 were the most costly disaster in
U.S. history. President Bush pledged $20 billion in aid, and ap-
proximately $7.4 billion of it is being distributed through FEMA’s
Public Assistance Program. The Public Assistance Program is used
throughout the country to provide grants to State and local govern-
ments to respond and to recover from disasters.

In order to ensure that FEMA was properly carrying out its obli-
gations in response to the attacks, Chairman Inhofe, Senator Jef-
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fords, Senator Clinton, and I requested that GAO look into the
three aspects of FEMA'’s response:

No. 1, what activities the Agency supported in New York through
its Public Assistance Program; No. 2, how this response differed
from their approach to providing public assistance in past disas-
ters; and, No. 3, what implications this approach may have on the
delivery of public assistance should other major terrorist attacks
occur.

I understand that GAO has completed its review and analysis of
FEMA’s actions. I look forward to hearing from GAO about what
they found. Also, in response to the attack, members of the com-
mittee on both sides of the aisle, including myself, worked with the
Administration to create the Department of Homeland Security
and move several administrative agencies, including FEMA, into
that department.

Members of this committee have also worked with the Adminis-
tration to ensure that they have all the tools necessary to prevent
events of this magnitude from happening again. To this date, this
has not been an issue where we have kept partisanship in check.
There is no questioning the fact that we must be able to prevent
a repeat of that terrible day and hope that we will be able to keep
politics away from this issue as we look back at those events and
our response to them.

As members of this subcommittee know, the Homeland Security
Act of 2002 created the Department of Homeland Security, estab-
lished a directorate of emergency preparedness and response, and
transferred the functions, personnel, assets, and liabilities of
FEMA, along with several other administration systems and of-
fices, into that directorate. The Act also defined the homeland secu-
rity role of FEMA, maintains FEMA as the lead agency for Federal
response established by Executive Order, and requires that the
FEMA Director revise the plans to reflect the establishment of the
Department of Homeland Security.

The creation of the Department of Homeland Security is the larg-
est reorganization of Federal agencies and activities since the cre-
ation of the Department of Defense back in 1947. I have com-
mented that it was much more difficult because of the connectivity
of the departments than the 1947 reorganization. We are pretty
clear. Some of these agencies that thread was rather thin.

Any reorganization will need more time to be fully implemented
and will take even longer before all of the structural stresses in the
new department can be identified, let alone resolved. I can tell you
that as a former mayor and Governor who undertook reorganiza-
tions, they are not done overnight. It takes a long time in order to
get them done properly.

We are interested, though, that in the process of going through
this reorganization that FEMA continues to perform its duties ade-
quately during the transition period. In other words, it is not good
enough to just have a reorganization. Everybody is in limbo. The
agencies within Homeland Security that were functioning before
should continue to function so that they provide the services that
they are supposed to perform.

During the debate on the Homeland Security Act, I included the
first government-wide workforce reform since the Civil Service Re-
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form Act of 1978, 25 years ago. I am hopeful that these new flexi-
bilities which all Federal agencies now will use will complement
the specific human capital authorities granted to the department
which is still in the process of establishing its personnel system.

I have been very pleased to hear from union leadership that the
work of the Department of Homeland Security personnel system
design team has been inclusive and collaborative. They have taken
their time. They have not rushed this thing through.

I would be interested in hearing any observations the witnesses
may have on how these workforce flexibilities are helping FEMA
manage its critically important part of the Homeland Security
team. I think when Joe Allbaugh was here testifying before us he
talked about the human capital crisis that they were experiencing
in FEMA where many of the people who participated in 9/11 after-
wards reevaluated their relationship with their families and de-
cided that those eligible retire.

Finally, at a hearing conducted by the subcommittee on the at-
tacks last year, I learned that members of the FEMA teams that
responded to the call for assistance to Ground Zero have been de-
nied health coverage. In response, I sent letters to former FEMA
Director, Joe Allbaugh and Secretary of Labor Elaine Chao asking
them to develop a process for providing these workers the health
care coverage they need and deserve. I would like to know what
process has been put in place to prevent such denials of coverage
and eliminate any confusion surrounding the filing process if it
happens again.

It is extremely important that we take care of these individuals.
Whether people want to be first responders in the future depends
on how first responders from the World Trade Center are treated.
In order to ensure that those brave souls that respond to, as well
as those who live and work in the area of a disaster, are protected,
monitored, and informed of risks.

Senator Clinton and I have introduced the Disaster Area Health
and Environmental Monitoring Act of 2003. This important legisla-
tion was reported out of committee on July 30. I would like to hear
flny comments that our witnesses may have in regard to that legis-
ation.

Our first witness today is the Under Secretary of Emergency Pre-
paredness and Response, Department of Homeland Security, Mi-
chael D. Brown.

On the second panel we have JayEtta Hecker, Director of Phys-
ical Infrastructure Issues, General Accounting Office; and Rick
Skinner, Deputy Inspector General, Department of Homeland Secu-
rity.

The third panel consists of Dale Shipley, executive director, Ohio
Emergency Management Agency, on behalf of the National Emer-
gency Management Association. I worked with Dale while I was
Governor of Ohio. He has done an outstanding job for our State.
We also have Bud Larson, associate director, New York City Office
of Management and Budget.

I thank each of our witnesses for coming here to discuss these
issues today. I look forward to their testimony.

Mr. Brown, we are looking forward to your testimony this morn-
ing. You may begin.
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[The prepared statement of Senator Voinovich follows:]

STATEMENT OF HON. GEORGE V. VOINOVICH, U.S. SENATOR FROM
THE STATE OF OHIO

The Hearing will come to order. Good morning.

Today’s hearing continues our ongoing oversight of the Federal Emergency Man-
agement Agency (FEMA). This oversight has long been a priority for the Environ-
ment and Public Works Committee, and it is my intention as chairman of this sub-
committee to continue this strong oversight. Today’s hearing is also the first FEMA
oversight hearing we have held since the Agency was transferred into the Depart-
ment of Homeland Security.

The attacks of September 11 were unprecedented in scope and have served as a
catalyst for major reform within the Federal Government and its ability to prevent
and respond to such events in the future.

Also unprecedented was our nation’s response to the attacks. Thousands of work-
ers and volunteers from around the country responded to those in need at the World
Trade Center and the Pentagon, including 74 Ohioans, who arrived in New York
City within 24 hours of the attacks as part of Ohio Task Force One one of FEMA’s
Urban Search and Rescue Teams.

The attacks of September 11 were the most costly disaster in U.S. history. Presi-
dent Bush pledged $20 billion in aid and approximately $7.4 billion of it is being
distributed through FEMA’s public assistance program. The public assistance pro-
gram is used throughout the country to provide grants to State and local govern-
ments to respond to and recover from disasters.

In order to ensure that FEMA was properly carrying out its obligations in re-
sponse to the attacks, Chairman Inhofe, Senator Jeffords, Senator Clinton, and I re-
quested that the GAO look into three aspects of FEMA’s response:

e What activities the Agency supported in New York through its public assistance
program;

e How this response differed from the approach to providing public assistance in
past disasters; and

e What implications this approach may have on the delivery of public assistance
should other major terrorist attacks occur.

I understand that GAO has completed its review and analysis of FEMA’s actions
and I look forward to hearing from GAO about what they have found.

Also in response to the attacks, members of this committee on both sides of the
aisle including myself worked with the Administration to create the Department of
Homeland Security and move several Administration agencies including FEMA into
the Department.

Members of this committee have also worked with the Administration to ensure
that they have all of the tools necessary to prevent events of this magnitude from
ever happening again. To date, this has been an issue where partisanship has been
kept in check because there is no questioning the fact that we must be able to pre-
vent a repeat of that terrible day. I hope that we will be able to keep politics away
from this issue as we look back at those events and our response to them.

As members of this subcommittee know, the Homeland Security Act of 2002 cre-
ated the Department of Homeland Security, established a Directorate of Emergency
Preparedness and Response, and transferred the functions, personnel, assets and li-
abilities of FEMA (along with several other Administration Systems and Offices)
into that Directorate. The Act also defined the homeland security role of FEMA,
maintains FEMA as the lead agency for the Federal Response Plan established by
Executive Order, and requires the FEMA director to revise the Plan to reflect the
establishment of DHS.

The creation of the Department of Homeland Security is the largest reorganiza-
tion of Federal agencies and activities since the creation of the Department of De-
fense in 1947. Any reorganization of this magnitude will need some time to be fully
implemented and will take even longer before all of the structural stresses in the
new Department can be identified, let alone resolved. I along with my colleagues
on the committee am interested in making sure that FEMA continues to perform
its duties adequately during this lengthy transition period.

During debate on the Homeland Security Act, I included the first government-
wide workforce reforms since the Civil Service Reform Act of 1978 25 years ago. I
am hopeful that these new flexibilities, which all Federal agencies now may use,
will complement the specific human capital authorities granted to the Department,
which is still in the process of establishing its personnel system. I have been pleased
to hear from union leadership that the work of the DHS personnel system design
team has been inclusive and collaborative. I would be interested in hearing any ob-
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servations the witnesses might have on how these workforce flexibilities are helping
FEMA manage its critically important part of the Department of Homeland Security
team.

Finally, at a hearing conducted by this committee on the attacks last year, I
learned that members of the FEMA teams that responded to the call for assistance
at Ground Zero had been denied health coverage. In response, I sent letters to
former FEMA Director Joe Allbaugh and Secretary of Labor Elaine Chao asking
them to develop a process for providing these workers the health coverage they need
and deserve. I would like to know what process has been put in place to prevent
such denials of coverage and eliminate any confusion surrounding the filing process
from happening again.

It is extremely important that we take care of these individuals because whether
people want to be first responders in the future depends on how first responders
from the World Trade Center are treated. In order to ensure that those brave souls
that respond to as well as those that live and work in the area of a disaster are
protected, monitored, and informed of risks, Senator Clinton and I have introduced
the Disaster Area Health and Environmental Monitoring Act of 2003 (S. 1279). This
important legislation was reported out of the committee on July 30, and I would like
to hear any comments that our witnesses have on it.

Our first witness today is the Under Secretary for the Emergency and Response
Directorate in the Department of Homeland Security, Michael Brown.

On the second panel, we have JayEtta Hecker from the General Accounting Office
and Rick Skinner who is the Deputy Inspector General of the Department of Home-
land Security.

On the final panel, we will hear from Bud Larson from New York City and the
executive director of the Ohio Emergency Management Agency, Dale Shipley.

I thank each of our witnesses for coming here to discuss these issues today, and
I look forward to their testimony.

STATEMENT OF MICHAEL D. BROWN, UNDER SECRETARY OF
EMERGENCY PREPAREDNESS AND RESPONSE, DEPART-
MENT OF HOMELAND SECURITY

Mr. BROWN. Thank you, Mr. Chairman. Thank you for having me
here today. I certainly appreciate your comments about having
gone through the reorganization in Cleveland and all the things
you had to do to do that. I know you appreciate some of the chal-
lenges that we have as we put this together.

Since becoming a part of the Department of Homeland Security,
the Federal Emergency Management Agency has continued its tra-
ditional role of leading the Nation to prepare for, respond to, re-
cover from, and mitigate against disasters of all types and of all
hazards.

Over the last 2 weeks, we have worked closely with the State
and our Federal partners to effectively prepare for and respond to
Hurricane Isabel—all within the structure of the Department of
Homeland Security. DHS brought its resources to bear in response
to Hurricane Isabel in order to protect the public. We deployed two
new assets, including the National Disaster Medical Systems
teams, in response to Hurricane Isabel. The U.S. Coast Guard also
deployed its assets to assist us in the response effort. All of our re-
sponse efforts have been coordinated department-wide through
Homeland Security and through its Emergency Operations Center.

Prior to joining Homeland Security, the focus of our disaster pro-
grams at FEMA was that of an all-hazards approach. This focus re-
mains today. It fact, it benefits more from a global perspective of
the Department of Homeland Security and its related components.
I am proud of our response to Hurricane Isabel because it clearly
demonstrates our steady improvement in coordinating and leading
Federal, State, and local response efforts to protect life and prop-
erty in times of disasters.
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There was a seamless collaboration of different response ele-
ments in the Department, as well as those in other Federal depart-
ments and agencies, which allowed for an effective and rapid pre-
positioning of disaster assets and capabilities throughout the East-
ern United States to quickly provide any assistance needed by
States and communities to protect the life and property of those
citizens.

At FEMA, we are proud to be a part of the Department of Home-
land Security in doing our part to secure the homeland. I am proud
to lead this organization. On behalf of the Secretary and President
Bush, it is made up of so many really good individuals, such as,
the urban search and rescue teams and others, who put their lives
on the line daily to protect this country and to make it more se-
cure.

FEMA’s greatest asset is, indeed, our people. As we have
transitioned into Homeland Security, we have continued our efforts
to ensure that our workforce remains one of the finest in the Fed-
eral Government through the development of a comprehensive stra-
tegic Human Capital Plan.

We have also continued to work to integrate the new missions
into FEMA’s existing structure. The good work that FEMA con-
tinues to do after being incorporated into Homeland Security is a
commentary on how well the transition has gone to date. Since the
March 1 transition into Homeland Security, FEMA has provided
disaster relief in over 50 presidentially declared disasters and
emergencies in 32 different States and two Territories, ranging
from Alaska to New York to American Samoa.

When I have traveled to disaster areas, I have had the oppor-
tunity to meet some of the victims. Secretary Ridge, the President,
and I just did that over the past 3 or 4 days. The victims’ lives
have been totally devastated. They have lost family members. They
have lost things that they will never be able to replace. They have
lost their homes. I truly cannot adequately describe in words the
impact of looking into the eyes of people who have simply lost ev-
erything.

But when things are at their absolute worst, I believe that our
people in FEMA and the Homeland Security Department are at
their best. I am extremely proud to be a part of this organization.
I am constantly impressed with the Agency’s ability to quickly and
efficiently put individuals on the ground, to provide assistance to
those in need, and to get the process of disaster recovery underway
immediately.

But we cannot rest on our past achievements. The key to our
continued improvement is to take these lessons and incorporate
them into our planning, our doctrine, and our procedures so that
we do even better the next time. The transition into Homeland Se-
curity offers new opportunities to make such improvements. FEMA
is actively participating in the effort to develop the National Re-
sponse Plan and the framework for the National Incident Manage-
ment System.

As directed by the President, the goal is to establish a single
comprehensive National Incident Management System that pro-
vides for the integration of separate Federal response plans into a
single all-discipline, all-hazards, national response plan.
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We are also consolidating and integrating our existing and our
new disaster response assets, our new teams, our current systems,
new programs, and responsibilities to create a more unified and
comprehensive all-hazards disaster response capacity. We are look-
ing into new approaches that can result in greater efficiencies and
effectiveness in our disaster response activities.

I am really confident that over time we will be able to introduce
a new response culture, one that will enable us to elevate our oper-
ational response capabilities to a higher level of proficiency and en-
sure better protection of and service to the American people.

Homeland Security also remains committed to helping fire-
fighters improve their effectiveness and to stay safe. The respon-
sibilities of the fire service have increased since 9/11, and as you
know very well, Senator, include planning for and responding to
possible terrorist attacks. So far, just this year, Homeland Security
has awarded over $250 million of $745 million appropriated by
Congress to fire departments through the Assistance to Firefighters
Grant Program.

I will digress for just a second. As I met with some of those fire-
fighters, and as we have given those grants out, it is absolutely in-
credible how important the grants are to those firefighters and
those fire departments. In some places they actually have to bor-
row boots and personal protective gear from other departments to
do their job. To me, that is just not acceptable.

When we have to respond to a terrorist attack or a natural dis-
aster, and people start backfilling from department-to-department,
it is absolutely essential that all departments in this country be
equipped to respond to anything. That program helps us do that.
I just want to thank you, Senator, for helping us in that regard.

With the formation of Homeland Security, we have the oppor-
tunity to better serve our State and local governments and our first
responders by bringing together the various terrorism and emer-
gency preparedness grant programs that were scattered throughout
the Federal Government.

The Secretary has announced plans to centralize these programs
within a single office in Homeland Security to make them even
more accessible to its customers. State and local authorities will
now have a single point of contact for both terrorism and emer-
gency preparedness efforts, one access point to obtain critical grant
funding.

With regard to today’s hearing, the committee has expressed in-
terest in the GAO report on the public assistance program as im-
plemented in New York following the September 11 attacks. While
the GAO report does not address FEMA’s performance or provide
specific recommendations, it does note some differences in the de-
livery of assistance that I would like to take this opportunity to
emphasize.

FEMA implemented the Public Assistance Program, which pro-
vides State and local governments reimbursement for debris re-
moval, emergency protective measures, or the repair or replace-
ment of damaged public facilities. However, the Consolidated Ap-
propriations Resolution of 2003 provided some additional flexibility
that allowed recovery operations to move more quickly.
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The Resolution directed FEMA to fund non-Stafford Act related
projects with any remaining funds from the appropriation they re-
ceived for the September 11 terrorist attacks after all eligible
projects have been funded. But this flexibility did not forfeit the ac-
countability or detract from the effectiveness of the programs.

In summary, as part of the Department of Homeland Security,
FEMA has continued to carry out its mission to prepare for, re-
spond to, recover from, and mitigate against disasters and emer-
gencies caused by all hazards. We will continue to do so.

Again, Senator, I appreciate the opportunity to testify before
your subcommittee today. I would be happy to answer any ques-
tions that you or Senator Jeffords might have. I would ask that my
written statement be placed in the record in its entirety.

Senator VOINOVICH. Thank you.

We have been joined by Senator Jeffords, the ranking member of
this committee. Senator Jeffords, do you have any remarks that
you would like to make?

OPENING STATEMENT OF HON. JAMES M. JEFFORDS,
U.S. SENATOR FROM THE STATE OF VERMONT

Senator JEFFORDS. No, I do not want to interfere with the pro-
ceedings. I would just as soon have them made a part of the record.

Senator VOINOVICH. Thank you.

Without objection, so ordered.

[The prepared statement of Senator Jeffords follows:]

STATEMENT OF HON. JAMES M. JEFFORDS, U.S. SENATOR FROM
THE STATE OF VERMONT

Mr. Chairman, thank you for holding this hearing today.

It is a little disturbing for me to see the words “General Accounting Office Re-
port”, which often precede what some might consider to be a mundane financial dis-
closure statement, preceding the words “September 11th” which was such an emo-
tional, traumatic moment in our nation’s history for everyone in our country, and
particularly for the people directly affected by it.

I will never forget my visit to Ground Zero.

I hope that September 11 is an event that will never be repeated, on any scale,
in our country. However, I believe that it is critical for us to be prepared, should
such an event occur. I want to do everything I can to ensure that our level of pre-
paredness goes up, not down, as we move into the future.

One of the best ways is to evaluate our performance on September 11, and find
ways that we can improve.

That is why I asked for this GAO report with my colleagues, Senator Smith of
New Hampshire, Senator Clinton of New York, and Senator Voinovich.

Since Senator Inhofe became Chairman of this committee, we have continued
working on this issue with the same bi-partisan rapport I enjoyed with Senator
Smith, and I appreciate that.

The GAO report finds that there were multiple activities performed by FEMA at
the World Trade Center that were outside of the norm.

Congress explicitly authorized many of these activities.

The GAO report also finds that due to the departure from standard emergency
response and recovery operations, there is some uncertainty about what the Federal
response to another terrorist attack would be, should one occur.

It is imperative that this committee, with jurisdiction over the nation’s emergency
preparedness and response activities, consider whether any changes to FEMA’s leg-
islative authorities are required to ensure that the nation’s ability to respond to a
terrorist attack improves after September 11th.

I look forward to hearing more detail on the conclusions of the GAO.

The EPA Inspector General raising questions about the government’s response to
the World Trade Center collapse.
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In addition to troubling revelations about the White House’s Council on Environ-
mental Quality influencing EPA’s public communications, the report questions the
extent and adequacy of the post-September 11 indoor air cleanup program.

This program was funded, in part, by FEMA, and I believe that we need to exam-
ine whether there are additional steps that FEMA, in conjunction with other gov-
ernmental agencies, should take today to protect the health of all New Yorkers.

In reviewing the activities of FEMA in September 2001, we will be reviewing the
activities of a robust agency, with extensive experience in all-hazards planning, pre-
paring, response, and recovery, and with a tradition of providing quick response to
people in immediate need.

Vermont has a long history with emergency management my colleague and friend,
Senator Bob Stafford of Vermont, served as chairman of this committee for many
years and ushered the Stafford Act through this committee and the legislative proc-
ess in 1974.

The Stafford Act gave structure to an emergency response process where virtually
none existed in the past.

As Chairman of this committee during the 107th Congress, I expressed grave con-
cerns since the proposal to incorporate FEMA into the Department of Homeland Se-
curity first came to my attention.

I was concerned at that time that the robust agency we saw jumping every hurdle
after September 11, 2001 to provide assistance to World Trade Center and the Pen-
tagon, and to hundreds of natural disasters each year, would give way under the
pressure of the enormous bureaucracy of the Department of Homeland Security and
lose its ability to respond quickly and effectively to disasters.

I remain concerned today.

However, the Administration prevailed in this situation and incorporated FEMA
in DHS with the enactment of the Homeland Security Act of 2002.

Since the formation of DHS, FEMA has administered aid for 50 major disasters,
16 emergency declarations, and 33 fire management assistance declarations all nat-
ural disasters.

That is 109 communities, in less than 1 year, that have received emergency as-
sistance from the Federal Government.

One would think that this type of mission would deserve significant focus from
the Administration.

However, while FEMA performed all of this activity, the Administration managed
to allow the Disaster Relief Fund to dip dangerously low, with FEMA cutting off
benefits for all but two of the seven categories of public assistance in declared dis-
aster areas.

On July 9, the Administration finally asked Congress for $1.5 billion in emergency
funding to refill the Disaster Relief Fund.

This week, the Congress may consider the conference report for the legislative
branch appropriations, which contains just $441.7 million for the Disaster Relief
Fund.

We are still in the early days of this disaster, and I have heard some concerns
raised by local communities about FEMA’s responsiveness.

I hope that as we work our way through the effects of this disaster, we find that
even with FEMA'’s insertion into DHS and the lack of focus the Agency has received,
it has lived up to its reputation of a quick responder that provides critical assist-
ance.

I have two goals for today’s hearing.

First, I want to hear what lessons can be learned from FEMA’s activities in New
York following September 11th, and what changes, if any, you believe this com-
mittee should consider to ensure that our nation’s emergency response capabilities
improve, not degrade into the future.

Second, I want to hear from each of our witnesses how things have changed since
FEMA became part of DHS specifically, if being a part of the Department of Home-
land Security is improving or degrading FEMA’s ability to respond to disasters of
all types, whether manmade or natural.

It is imperative that in seeking to improve our capability to respond to terrorism,
we do not lose our capability to respond to natural disasters, which, thankfully, hap-
pen much more frequently.

Thank you, Mr. Chairman.

Senator VOINOVICH. Mr. Brown, in your testimony you seem to
indicate that being placed into the new Department of Homeland
Security has actually helped response to disasters.
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I would like for you, as carefully as you can, outline how going
into the Department of Homeland Security has been enhanced. I
think in your testimony you mentioned something about the Coast
Guard. Could you give us a little bit more on that?

Mr. BROWN. Hurricane Isabel unfortunately has given us a grand
opportunity to really test some of the new equipment and some of
the new resources that we have at our disposal. Commandant Col-
lins was absolutely insistent that they provide whatever assistance
they could to FEMA and DHS as we responded to the hurricane.
They were just outstanding.

There is nothing better than being able to sit at a table where
you have your partners right there with you at the table and to be
able to say, “Well, what is it that you can offer?” They can explain
to us, and as we understand our response efforts we can say, “Oh,
yes, we can use that equipment.”

Commandant Collins and I spoke yesterday after an Under Sec-
retary’s meeting. What we intend to do now, following the hurri-
cane, and once our recovery is finished, is to go through and to ac-
tually formulate MOUs and understandings of how we are going to
operate together. But being that close together in the Department
with those kinds of assets just gives us the capability to respond
that we never had before.

I would actually take it one step further.

Senator VOINOVICH. In other words, the Coast Guard had never
been part of the consideration when you had other events?

Mr. BROWN. They would be part of the consideration, but it
would be almost after the fact. It would be looking around the room
saying, “We need to do ‘x” Who could help us do that? Oh, let us
reach out to the Coast Guard.”

Now the Coast Guard is actually reaching out to us and saying,

“By the way, because we are going to be doing x,y,z, moving certain assets

because of the approach of the hurricane, we can make these things available
to you. Will that help you respond more quickly?”

So, we were able to tie our missions together, then protecting our
assets by getting them out of the way, with us having to move cer-
tain materials and supplies into the affected area. It worked out
great.

I think it is the willingness of the team, too, to sit down and say,
“We are all part of the Department now. What do you bring to the
table? How can we make them work better together?”

I think someone actually coined a phrase for it, but it is “FEMA
on steroids”. It gives us the chance to reach out to partners within
the Department and say, “We want you now to be a part of our re-
sponse mechanism.”

Senator VOINOVICH. Mr. Brown, I have a question that is specifi-
cally rated to my home State of Ohio. As you know, the Northeast
and Midwest, including Ohio, experienced massive electrical power
outages beginning on August 14. Governor Taft requested Federal
assistance to deal with the aftermath of this situation. I wrote a
letter to the Administration in support of a major disaster declara-
tion for the State of Ohio. I am going to insert this letter to the
President in the record.

Without objection, so ordered.

[The referenced letter follows:]
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Mnited States Smate

WASHINGTON, DC 20510

August 21, 2003

The President
The White House
Washington, D.C. 20500

Dear Mr. President:

We are writing in support of a request submitted by Governor Bob Taft to the Federal
Emergency Management Agency, requesting a major disaster declaration for the State of Ohio as
a result of catastrophic electrical power outages on Thursday, August 14 through Sunday, August
17, 2003 throughout the northern half of the state.

At this time, the state is seeking an emergency disaster declaration for emergency protective
measures through the FEMA Public Assistance (PA) Program for Cuyahoga County. However,
the widespread power outages have also negatively impacted the following counties: Ashtabula,
Crawford, Delaware, Erie, Geauga, Huron, Lake, Lucas, Knox, Lorain, Marion, Morrow,
Ottawa, Portage, Richard, Sandusky, Seneca, Summit, and Stark.

The state is also conducting an ongoing investigation into the financial effects of the blackout on
businesses. Based on the outcome of this investigation, the state may seek assistance from the
U.S. Small Business Administration to assist the business community with financial recovery.

As you know, the state is currently administering the FEMA PA Program for two presidentially
declared disasters, which impacted 39 counties and totaled over $32 million dollars. Along with
the two PA programs, the state is assisting with the administration of three presidentially
declared disasters for FEMA Individuals and Household Programs.

Due to the muitiple severe disasters Ohio has experienced throughout the past year, we

encourage your support of Governor Taft’s request for emergency assistance. Thank you for
your attention to this matter of great importance to the people of Ohio.

Very respectfully yours, , ;‘
D iife D I%Z Yool

MIKE DeWINE GEORGE V. VOINOVICH
United States Senator United States Senator
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Senator VOINOVICH. While I understand that New York also re-
quested Federal assistance and has received it, if you pardon the
reference, Ohio remains in the dark about its request.

First, why has it taken so long? Can we expect a response soon?
Second, what is the reason for the delay? Is it a result of being
transferred into the Department or is it some other factor?

Mr. BROWN. I will tell you it is not because of the transfer into
the Department. That request crossed my desk yesterday. We have
made the recommendation to the President. So that has been
moved.

I will tell you what part of the delay was. As we work very close-
ly with our State and local partners to make the assessments—and
this is not to pick on Ohio or anyone else—but sometimes we have
to go and really dig to get information about the damage sustained,
what the needs are, and how can we help.

Although I think Dale Shipley does an incredibly good job, in
some States—not Ohio—but in some States it takes longer to get
that kind of information. I do not know why Ohio took longer. I am
going to try to find out, Senator.

Senator VOINOVICH. I would like to know it because your re-
sponse to New York was swift.

Mr. Brown, I would like to give you an opportunity to respond
to the GAO report that we released today on FEMA’s actions and
financial allocations in New York after the September 11 attacks.

The first question is: The report states that both FEMA and New
York City officials agreed that FEMA’s public assistance approach
to the New York City area creates uncertainties regarding the de-
livery of public assistance in the event of another major terrorist
event. What are some of those specific uncertainties?

Second, the report states that FEMA officials claim that the Pub-
lic Assistance Program worked well. New York City officials argue
that major revisions are needed. FEMA said, “We did it.” New York
said, “no.” Can you elaborate on the Agency’s position on this
issue?

Mr. BROWN. I think, Senator, that generally the response to New
York was incredibly good. The President authorized and asked us
to spend $8.8 billion in assistance in New York. We have done that,
and we have done it with incredible flexibility. There is no doubt
that we have a learning curve on some of those issues—mortgage
and rental assistance, for example. How far out do we take that in
terms of economic damage as opposed to physical damage?

FEMA has traditionally dealt with physical damage. There is
something that you can point to that you can say is broken, and
because that is broken, you can no longer do your job. You no
longer have a job to go to because it does not exist. We were always
accustomed to dealing with economic damage where the thing
which your job was tied to, the location was still there, but the job
was no longer there. The airlines were shut down, or they cut back,
or something. We had to deal with that.

For example, in terms of dealing with mortgage and rental as-
sistance, how far out do we go? Do we draw a geographic line? Do
we figure out if there is some economic line by which we draw
those boundaries?
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It was a challenge for us. It truly was a challenge. But I think
we worked very closely with the State and with the city to figure
out how to draw those lines, and upon what basis we drew the
lines. At the end, I would say that we had agreement on the draw-
ing of the lines. So I think we did pretty good in that regard.

We still have some outstanding issues, for example, on debris re-
moval and the liability insurance. We have allocated the $1 billion
for that. As we like to say in Washington, we are really down in
the weeds trying to figure out exactly what liabilities that $1 bil-
lion will cover.

Congress was good to us and gave us flexibilities on the money
that was left over after the $8.8 billion had been allocated to meet
the unmet budget needs in New York City. We actually turned to
the city and the State and said,

“You tell us what your priorities are. Tell us how you want to spend those
moneys. Once we do all the eligible costs, whatever money is left over, we will

let you figure out where that needs to go and give you the maximum flexibility
to use that where you need it.”

So I think in that regard it worked very well also.

There are flexibilities in terms of FEMA figuring out what its
primary role is. For example, rebuilding some of the subways or
some of the highways. I do not believe that FEMA has that exper-
tise. FEMA, instead, turns to the Federal Transit Administration
and says, “If you will take over this project for us, we will fund
that.” It is clearly an eligible funding for us to do, but we do not
have the expertise within FEMA to deal with the environmental
issues, to deal with the engineering issues. That is for the FTA to
do. I think that worked very well also.

Senator VOINOVICH. One of the things that I would be interested
in, and I am sure somebody is working on it, if it is not already
done, is lessons learned.

Mr. BROWN. Absolutely.

Senator VOINOVICH. You are right. This is a brand new deal. You
had some things I do not think the Agency was ever confronted
with in the past in terms of standards of how far do you go in reim-
bursing people, for example. When I was Governor, I went through
several floods. Sometimes it is not as clear as it should be. But I
think in your case it would be interesting to say, if we had one of
these, what kind of standards would we be using so that you have
something. You would have learned from your experience there. I
would be interested in seeing that information.

Mr. BROWN. We will share that with you. We are in the process
of doing that now.

Senator VOINOVICH. Senator Jeffords.

Senator JEFFORDS. This is an issue I have raised before, but one
that I am concerned about. Since I witnessed some of the chal-
lenges faced by the first responders after September 11, in inter-
operable communications, I am aware of some of the actions taken
by the Department of Homeland Security to improve inter-oper-
ability, but I am not satisfied with the progress. I do not seem to
have any evidence of what has changed on the ability for commu-
nications.

I was at the Pentagon. I talked with the first responders there.
I asked them, “What was your main problem?” They answered,
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“Well, we all arrived from Nebraska and every place else, but no-
body could talk to anybody.”

Is there any improvement?

Mr. BROWN. I think there is significant improvement. We are on
the track to continue to make improvements, Senator. There are
two things I would offer. First and foremost is that we have started
defining what inter-operability means. It meant different things to
different people. Some thought that it meant that everyone should
be able to talk with everyone else. If you did that, we would get
nowhere.

We have defined inter-operability as a command and control in
a national incident management system whereby we define who is
going to talk with the one in charge, and who takes orders from
whom. That is No. 1.

The second thing that we have done is that Congress allocated
approximately $25 million for us to do what we call demonstration
projects. We are actually making the distribution of those grants
on a competitive basis. We just started doing those grants this
week. We have, on a competitive basis, said to the States,

“Come to us with some of your best practices. We will give you planning and

money to put those projects together in your States. We will take the best prac-
tices and try to use those nationwide.”

Those grants are going out this week to actually start doing
those projects.

Senator JEFFORDS. Thank you.

I understand that in response to the low balance in the Disaster
Relief Fund that you have adopted a policy of funding only Cat-
egories A and B of public assistance for federally declared disas-
ters. Can you explain this policy, why it was adopted, and what
types of and how many requests for assistance are being delayed?

Mr. BROWN. Senator, when the DRF got down to a level of $700
million or less, we had projects in the pipeline that were basically
public assistance projects—rebuilding of roads and bridges, or the
rebuilding of a library, or something to that effect.

I made the critical decision at that point that we would fund only
individual needs, and make sure that individuals got the money
and the assistance they needed until we had some resolution of
where we were going to be. I was more concerned about making
sul(“ie that people were taken care of and that buildings became sec-
ondary.

So while we did not stop any projects that were already ongoing,
those that were in the pipeline, we did put a halt on until we got
the appropriation.

Senator JEFFORDS. Using lessons that you have learned since
September 11, what changes, if any, to FEMA’s authorities do you
believe are necessary to allow the Agency to improve your response
to terrorist attacks?

Mr. BROWN. Quite honestly, Senator, I do not think there are any
at this stage. I think the Stafford Act is so well designed and it has
so well withstood the test of time, that we have the flexibilities
that we need to be able to respond.

I think the chairman is correct in that what we need to do post-
9/11 is to take our lessons learned about where those flexibilities
need to be better defined and incorporate those into our regulations
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and our policies. But the act itself gives us broad discretion and
broad flexibility to do what we need to do.

Senator JEFFORDS. The GAO reports that FEMA determined that
the testing of air quality and cleaning were eligible for public as-
sistance funding where the collapse of the World Trade Center
buildings, resulting fires, and subsequent debris removal caused
potential health issues related to air quality. FEMA entered into
an interagency agreement with EPA and partnered with the New
York Department of Environmental Protection to execute testing
and cleaning.

I have two questions in that regard. First, what role did FEMA
play in providing information to the public on the results of the air
quality testing that was connected at the site and in the sur-
rounding areas?

Mr. BROWN. We did not really differ from what we do in a tradi-
tional disaster. If we need expertise elsewhere, we mission-assign
another department or agency with that expertise. In this case, it
was EPA and the New York Department of Health who came in
and did that monitoring for us.

Our people on the ground continue to work with those people
day-in and day-out: “What are you doing? How are you doing it?
What are the results? What additional assistance do you need from
us?” We do not have that expertise in-house.

Senator JEFFORDS. Selecting which buildings or areas of the city
would be eligible for public assistance funding, did FEMA include
all the areas impacted by the dust cloud resulting from the collapse
of the buildings?

Mr. BROWN. We attempted to. Again, that goes back to my point
earlier of where we draw the line. We always worked very closely
with the State and local officials to define where that line should
be drawn. If you take Manhattan, for example, do you draw it at
53rd? Do you draw it at 82nd? Do you include Staten Island? Do
you not include Staten Island?

You do all those kinds of deliberations solely in concert with
State and locals to get their input. Again, they are the experts.
They are the ones on the ground who are coming to us asking for
the assistance. That is how we make those kinds of decisions.

Senator JEFFORDS. Thank you.

Thank you, Mr. Chairman.

Senator VOINOVICH. Senator Clinton.

OPENING STATEMENT OF HON. HILLARY RODHAM CLINTON,
U.S. SENATOR FROM THE STATE OF NEW YORK

Senator CLINTON. Thank you very much, Mr. Chairman.

I welcome Secretary Brown. I had the great pleasure and privi-
lege of working with him over the last 2 years. I thank you for
holding this hearing. I particularly appreciate all of FEMA’s staff,
including Brad Gair, who has been the FEMA person on the
ground in New York. He has done a remarkable job.

I also want to acknowledge and welcome Bud Larson, the Asso-
ciate Director of New York City’s Office of Management and Budg-
et who will be testifying on the third panel.

Mr. Chairman, I just want to briefly comment on the GAO report
that has come out just over 2 years since the horrible attacks we
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suffered. I suppose for the average person going through that re-
port the numbers and dollars associated with Federal assistance
can seem quite large when it comes to our needs in New York.
There was over $20 billion in total, including some $5 billion in tax
incentives and about $8.8 billion in FEMA assistance alone.

I know that the support that New York received from the Admin-
istration and the Congress has been extremely important. There
are different estimates that have come forward about what the ac-
tual economic loss to New York was. It ranges from about $80 bil-
lion to $110 billion. Even today, 2 years after the event, there are
those who still remain still displaced from their homes and their
jobs. Economic repercussions continue.

As I am sure Mr. Larson will testify later, we have had a con-
tinuing reassessment of what our needs have. As the GAO report
points out, FEMA aid to New York has been capped at a fixed
amount which has required very difficult efforts to prioritize needs
and allocate dollars, even before we fully knew what the costs
were.

In the case of the horrible Oklahoma City bombing, or the North
Ridge earthquake, so many other previous disasters, as long as the
need was tied to the disaster, the dollars have continued to flow
from FEMA'’s Disaster Relief Fund. In fact, sometimes it has taken
4, 5, 6 years, and even longer after the event to take care of all
of the needs that were catalogued. In almost single case, the State
where the disaster took place was eligible for hazard mitigation
grants in an amount equal to 15 percent of the dollars that FEMA
sent on disaster recover.

In New York’s case, FEMA disaster aid was capped at a pre-
determined amount that I think we are realizing has little connec-
tion to the actual need. I am not saying that to in any way suggest
that the amount is too low, but just that it is probably too early
to tell. I am very grateful for the support that we have received.

In this instance where we know there is so much that needs to
be done to prepare for and prevent against a future similar event,
we have had hazard mitigation funding capped at 5 percent versus
the traditional 15 percent.

One specific example I wanted to bring to the committee’s atten-
tion is with the mental health services provided under New York’s
Project Liberty. FEMA allocated $132 million. When I went to the
Ground Zero Commemorative services on September 11, a few
weeks ago, a number of firefighters and the top leadership of the
fire department, including the Commissioner, expressed very seri-
ous concerns that there is a December 31 scheduled termination of
these mental health services.

We have seen counseling services provided to more than 7,000
firefighter victims. I think that we have provided counseling not
only to active members, but also to family members, retired mem-
bers, paramedics, and others.

In the original fire department proposal to FEMA, the Coun-
seling Unit requested 7 years of funding for Tier 1 victims. This is,
in large measure, based on the experience in Oklahoma City which
showed clearly that it took a while for these men to come forward.
It was not something that they did lightly or easily. It is only now
that some of them are feeling ready to go into counseling and to
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seek help. What we learned from Oklahoma City is that it literally
took years. Different things triggered the need or the motivation to
go into counseling.

I would hope, Mr. Secretary, that we can look at a way to try
to extend these resources. They are going to run out at the end of
this year if we do not extend it. The close out date is something
that concerns me greatly. The GAO goes through specific reasons
as to why that is the case.

I think that we really have to look at these closeout dates for
these various services. It is important that we know how well we
used our dollars, but I think we have to recognize also that there
are continuing needs. Perhaps some of the priorities that were set
because of the capped amount and the deadlines that were set are
just not reflective of the human and other needs that we continue
to confront.

Mr. Secretary, could you update me on the status of the mental
health and crisis counseling services provided through Project Lib-
erty?

Mr. BROWN. I could not agree with you more about the impor-
tance of that program. I went to New York. We made that $132
million announcement because it is the largest that we have ever
expended on crisis counseling. I was just absolutely amazed at the
people and the job they are doing. The dedication is just over-
whelming. As you so eloquently put it, there are many first re-
sponders who are macho and they are not going to do it until they
crash and have to do it.

In coordination with the State, we made the decision to keep that
program open into 2004. I will continue to work very closely with
the State to do what we need to do to make it work.

Senator CLINTON. Thank you very much.

Senator VOINOVICH. Mr. Brown, there are a couple of issues I
would like to discuss. One is after 9/11 the members of our team
in Ohio that responded to 9/11 had a dickens of a time getting their
compensation.

No. 1, I would like to know what you have done to improve that
situation so that other first responders are not going to go through
the line as our people did in the State of Ohio to have their claims
processed through the Department of Labor for compensation and
for health care as a result of their being at 9/11.

No. 2, gets into something that both Senator Clinton and I are
interested in. I am going to quote a couple things that were said
at hearings here.

On March 12, 2002, Joe Allbaugh was here. He said,

“I, too, am deeply concerned about what everyone was exposed to in New
York City. On the first of February I put together a task force representing all
the agencies. We are working through those issues. There was a followup yes-
terday that we will be sharing information that we have gleaned from all the

agencies as quickly as possible as we can. I am trying to find out what these
people were exposed to.”

Then at another hearing in September 2002, more than a year
after the attacks, I asked more questions of EPA. Again, Director

Allbaugh went on about what people were exposed to and if they
were getting the information out. Allbaugh stated,
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“We are looking for our guidance from HHS. They have been very successful
providing that leadership. Every bit of information they share with us from a
scientific standpoint we give to every FEMA employee, every USAR employee,
and those volunteers that came to help us at Pier 94. We are sharing as much
information as we possibly can. It is all based on science.

“EPA and ASTAR is keeping a health registry. They are working with the city
of New York on this. They are collecting data now and will be keeping the peo-
ple information through websites. That is obviously something that they are
very dedicated to make sure that people understand what the exposure was.”

The fact of the matter is that the evaluation of what people were
exposed to was a complete disaster among Federal agencies. I will
never forget Allbaugh being before this committee. It was awful.

Senator Clinton and I have introduced a bill, a first responders
bill, that is going to give the President authority after one of these
things happen again—God forbid—that will allow them to imme-
diately go in there and get this information.

I would like for you to comment on both of these things. They
are very, very important to, first of all, for the people that are
there that are the victims, but then the first responders. If we have
other disasters like this, these people are going to want to know
that it is a different deal than it was before.

I can tell you that the people in Dayton, OH are not going to be
exited about doing another one of these things because of the way
they have been treated. As a matter of fact, it was a year after-
wards that we finally got screening for them. In New York City,
you were able to get your screening. We opened up a screening cen-
ter in Cincinnati at the University of Cincinnati to finally get them
in there to be screened for what they were exposed to.

I would like you to comment on both those issues.

Mr. BROWN. Well, first let me go back to the Ohio team. We
talked first with Life Care. We made certain that they were doing
what they were supposed to be doing and reaching out. We had
them reach out two or three times. As I understand it, there are
no unpaid claims at this point.

But what it has taught us, Senator, is that we need to go back
and look more closely at our contracts and our relationship with
the folks who do that contracting for us and the payment of those
bills to make sure it gets done more efficiently. That is just unac-
ceptable to me.

Senator VOINOVICH. From another perspective, you might look at
whether or not they could be better done by the Agency itself than
to farm it out to somebody else. In terms of this whole competitive-
ness, the thing that bothers me is that we always talk about com-
peting out commercial services, but we never look at either services
that maybe ought to be brought back into those agencies. We have
dedicated people that will get the job done for the folks that need
the help.

Mr. BROWN. Absolutely. I could not agree more that the primary
concern should be how to get the job done most effectively and
most efficiently for the first responders. That is my priority. To me,
it is just unacceptable that we ask these men and women to go out
and put their lives on the line. Then we dally around with getting
them reimbursed or paid for what they should be paid for. It is just
unacceptable.
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That is why we have looked at all the contracts. We did go back
to Life Care and talked with them to make sure it was getting done
right. I have asked my response team to go back and look at what
caused those glitches. I do not try to presuppose how we are going
to fix the glitches. I want my team to come and tell me what the
glitch is and then figure out how we are going to fix it. That falls
wherever it may fall just to get it done.

Senator VOINOVICH. I would like to know the procedure that if
this happens again, how it gets done. I would also like to have you
evaluate the people that were doing the work for you. You farmed
out the work to screen the people that worked at TSA. The people
that did it, in my opinion, did a lousy job. The rumor was that
about 2,000 of them could not pass the FBI’s list.

In terms of the administration, I think that so often you get the
idea, “Well, we will just farm it out to some firm. They are going
to get the job done.” The question is: Do you have the people in-
house that can find out whether the firm that it has been farmed
out to are able to do the job? Really. I think Secretary Ridge ought
to start looking at some of this stuff that you have going on all over
to find out whether or not it is working or not and whether you
are better off bringing it in-house.

Mr. BROWN. That is a very legitimate point. I do not want to re-
peat myself. But I think we should always look at how do we best
get the job done and let those chips fall where they may—if that
is in-house or if that is contracting. It needs to be done efficiently
to take care of the customer.

From my point of view, the customer is always either the first
responder, the people who are asking to go out and deal with the
disaster, and/or it is the disaster victim, and how we best take care
of those victims and/or the people who are doing that job for us.
That is just my philosophy.

Senator VOINOVICH. How about the issue of letting people know
immediately what they are exposed to? Let the Administration ex-
plain it. It happened. There was stuff there. Senator Clinton has
made an issue of the fact. The word on the street was to go back.
I am sure they were trying to get the stock exchange going. They
were trying to get the country moving. We were in an awful situa-
tion.

But the fact is that we did not know what we were talking about
at the time that we made those comments. What are you going to
do to make sure that does not happen again?

Mr. BROWN. Well, I think one of the good things is this. Again,
going back to the transition of FEMA into the Department of
Homeland Security, I intend to fully utilize the Science and Tech-
nology Group that we have at the Department. I have gone to
Under Secretary McQueary and said, “Chuck, listen. I do not even
understand some of the questions I should be asking you.” FEMA
has never really had what I would call a Research and Develop-
ment Department. We now have that within Homeland Security.

I want to work closely with them. We have actually assigned
some of his folks into FEMA to watch all of our response activities
and tell us where they can provide us the kind of expertise, wheth-
er it is technological expertise or human capital expertise, to an-
swer these kinds of questions.
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Again, I think it is one of the grand benefits of the creation of
the Department that a small organization like FEMA now has that
kind of talent that we can turn to and say,

“Our first responders are facing these kinds of things. What can you develop

for us? Where can you lead us to give us the technology or the human capital
to provide them with the protection they need.”

Senator VOINOVICH. Again, I would like to have you come in and
specify exactly how you are getting it done. Allbaugh was saying,
“I am looking for EPA. EPA was looking at HHS.” Who knows who
is on first base. It was just awful.

Hopefully we are going to get this legislation passed by Congress.
I would like to know if it is passed what entity you are going to
put in place so that we know that if it does happen we are ready
to go. We would expect also that the Agency would anticipate pos-
sibly something that could happen. What are all of the options out
there in terms of what people could be exposed to? Then start an-
ticipating possibly what kind of equipment individuals would need
if they were going to go in there to deal with the issue.

Mr. BrROWN. I will do.

Senator VOINOVICH. Senator Clinton.

Senator CLINTON. I want to thank the chairman for his incred-
ible attention to this issue. He has long been a champion of making
sure that we have the right work for us and they know what their
mission is. I think we all learned some very difficult lessons coming
out of 9/11 about what our first responders needed and they infor-
mation they could or should have had. It is equivalent to a military
after action review. We have to know the right questions. We have
to be unafraid to ask them. We have to be unafraid of getting the
answers.

I just had a few more issues. In following up on what the chair-
man said, the GAO report refers to FEMA providing funding to cit-
ies from the Department of Environmental Protection for the exte-
rior cleaning of buildings, and the interior cleaning of residences.
The EPA, through interagency agreements, would sample and test
the air quality in the New York City area.

One of the things we learned is that the city just did not have
the expertise to do this assignment. There was a lot of confusion
initially about who is responsible for indoor air. Some of us be-
lieved that EPA should have been responsible for indoor air. They
went to the city. The city accepted the responsibility, but by Feb-
ruary when I held a hearing in lower Manhattan, I asked the rep-
resentative from the city Department of Environmental Protection,
“How did you get this responsibility? What are you doing with it?”
He was very honest. He said, “You know, we know about water. We
do not know about air.”

This was something that the ball fell in the cracks. I think the
legislation that Senator Voinovich and I are putting forward is to
try to get everybody on the same page. Who has responsibility?
What is the chain of command? Who is held accountable? We hope
that the Administration will really strongly support this legislation.
We think it is needed.

But as you know, there has been a lot of scrutiny in recent days
over the information that EPA provided to citizens and workers in
lower Manhattan. Can you give me some more information on what
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specifically EPA was provided resources for, and the level of ac-
countability required under the interagency agreement?

Mr. BROWN. No, Senator, I cannot right today. But I will get that
to you. I just know when our Emergency Support Team mission
tasks an agency to do something, they will spell out in that mission
assignment exactly what it is that they want the Agency to do and
the requirements. I will get that mission assignment and provide
it to you.

Senator CLINTON. That would be very helpful.

Let me also ask you two other questions. On the issue of hazard
mitigation funding, and again you probably cannot do it sitting
here, but as soon as possible can you provide me with a history of
what disasters in the past have received 15 percent versus 5 per-
cent caps.

Also, has Governor Pataki submitted his request for hazard miti-
g}?tiog grants? If so, where is FEMA in the process of funding
them?

Mr. BROWN. We will get you the background on who has received
what in terms of the 15 and 5 percent. We will provide you that
completely.

The Governor has requested some mitigation projects which we
have funded, some of which went to the Indian Point Nuclear
Power Plant. But he has not expended all of those funds. He has
used part of it for that program.

Senator CLINTON. Thank you.

Finally, Mr. Secretary, there is a new issue that has come to
light which has very serious implications. As you know, earlier this
year Congress specifically directed that $1 billion of the 9/11 re-
lated FEMA funds be used to create a captive insurance company
to cover claims arising from the debris removal and cleanup of
Ground Zero.

The accompanying conference report said that this captive insur-
ance company should not cover, and I quote, “claims arising from
the terrorist-related aircraft crashes of September 11, 2001.” The
conference report said that because Congress had taken care of li-
ability for those attacks in Section 408 of the Air Transportation
Safety and System Stabilization Act.

Section 408 is in the title concerning the Victim Compensation
Fund. It provides that if someone is injured by terrorist attacks
and does not seek compensation under the Victims Compensation
Fund, they can sue the airlines or the city of New York. But the
liability of the airlines and the city would be limited. There was a
specific provision for that limitation. In the case of New York City,
the limitation was $350 million.

I think the clear language of Section 408 makes it absolutely
crystal clear that it was not meant to cover litigation arising out
of the cleanup. That was a post-terrorist event. The terrorists at-
tacked. If the people do not want to go to the Victims Compensa-
tion Fund, they have a right to sue. But then we had the after-
math—the cleanup of the debris.

The cleanup was completed in August 2002. I think that we have
a problem here because of a recent court decision in a case called
“In Re: World Trade Center Disaster Site Litigation: Hickey v. City
of New York.”
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I would ask unanimous consent, Mr. Chairman, to put in the
record the specifics about this question. I think this raises an issue
that the committee will have to address.

This judge recently determined that Section 408, which the Con-
gress specifically said was related to terrorist attacks, capped li-
ability for airlines and for the city, will apply to debris removal
cases that stem from the period when the contractors and the
workers were on the pile.

I know that FEMA is recently considering concluding that all de-
bris removal cases would be handled under Section 408 rather than
under this Captive Insurance Company. I hope that is not the case.
I think the explicit legislative purpose of the Captive Insurance
Company was to deal with these debris removal cases.

I know this is complicated. I know you are currently negotiating
with contractors and the city of New York about the specifics about
the Captive Insurance Company, but this is a very important issue.
It would be just unbelievable if we had set money aside, allocated
this Captive Insurance Company’s responsibility, and all of a sud-
den we throw them into Section 408 which I think would be a
nightmare for everybody.

The city of New York has told me there are over 1,000 debris re-
moval cases that were filed, with the vast majority of them going
after the contractors. Everybody remembers what it was like there
in those first weeks and months. Everybody knows people were just
working as hard as they could, literally, around the clock. The de-
bris cleanup was done before the scheduled deadline and under
budget. It was a great tribute to the contractors and the workers,
the city, and others who were involved.

This is a very significant issue. I just do not think that we want
to go outside the clear intention of Congress because one judge
somewhere misreads the statute and end up using that as an ex-
cuse for dumping all these cases into that Section. I hope we can
resolve this in line with what the congressional intent was, and the
clear language of the statute intended.

Mr. BROWN. I am happy to say, Senator, that issue has not
crossed my desk yet. I am sad to say it is about to cross my desk.
Now I know. I will certainly take that into consideration. I do un-
derstand the issue.

Senator CLINTON. My office was intimately involved in drafting
these sections along with the city. We stand ready to work with
you and to try to resolve this in a way that we think reflects the
language and the intent of the two different provisions.

Mr. BROWN. It is frustrating because it has taken so long. We
have finally gotten to this final point now. Captive is ready. We
have all that ready to go. We just need to resolve this.

Senator CLINTON. It would make no sense. I look forward to re-
solving this with you.

Thank you, Mr. Chairman.

Senator VOINOVICH. We have had a couple of rounds of questions.
We have been joined by Senator Carper.

Senator Carper, before we excuse Mr. Brown from his work here
this morning, do you have any questions or a statement?
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OPENING STATEMENT OF HON. THOMAS R. CARPER,
U.S. SENATOR FROM THE STATE OF DELAWARE

Senator CARPER. Yes, I do. Thank you very much.

Mr. Brown, it is good to see you. I appreciate very much the
chance to talk with you last week.

Mr. Chairman, and my colleagues, this obviously is a very impor-
tant hearing. FEMA’s responses in New York after 9/11 were un-
precedented. We hope that your Agency is never going to have to
do anything like that again.

I think we would not be doing our jobs, however, if we did not
take some time to look back over the last 2 years and see what
went well and what did not, what we can learn, and what we
might want to change.

I really want to applaud FEMA for starting this process on your
own through the Public Assistance Program. We designed the
project. We look forward to working with you and others on this
committee to see what kind of reforms ought to be carried out.

Mr. Chairman, I spoke with Mr. Brown last week on the heels
of Hurricane Isabel, a freak storm that visited us several days ear-
lier as the remnants of tropical storm Henri, called by some as
Henry. The storm caused heavy rains not so much in northern
Delaware, but more in Southeastern Pennsylvania of anywhere
from 8 to 10 inches within about a 3-hour period.

It led to flooding, not so much in Pennsylvania, but in Northern
Delaware because of the confluence of the Red Clay and White
Clay Creeks. It washed out a community of about 200 homes called
Glenville, which you were good enough to talk with me about. It
is almost 4 years to the day that they were washed out by Hurri-
cane Floyd. It is the third time in about a dozen years that this
community has been devastated. Each time they have come back,
they have rebuilt and people have gone back into their homes.
They have put a lot of blood, sweat, tears, and money into doing
that. I think their spirits are broken this time.

Through our own local agencies, we have helped them. FEMA
has been right there. We appreciate them being there and working
with our team to help people get into shelters and go in and do pre-
liminary damage assessments and that sort of thing.

The question I would have is this. If you can answer it today,
then terrific. But if you would like have a little more time to give
you answer then you can send it to me later this week, if possible.

One of the people who live in Glenville do not want to go back.
They have been through this two or three times. Their spirits are
broken. They are interested in our congressional delegation finding
out how they go forward with a buy-out program. Could you just
take a moment and explain to us how it works. Our Governor has
submitted to President Bush a request for Federal emergency des-
ignation, a disaster designation, because of the most recent hurri-
cane. She has also submitted a separate request for this commu-
nity and the surrounding area because of the damage from tropical
storm Henri.

How does the buy-out program work?

Mr. BROWN. Well, let me first address the request for declara-
tions. The Henri request came in. We were looking at it. What we
do often times is that we go back to the State and local officials
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and really work with them to try to define the numbers, to see if
we are close. Are we clearly over the threshold? Are we under the
threshold? How close are we? What additional information do we
need that might help us get to that point? We do all those things.

We were actually in the process of doing that for Glenville. Then
Isabel hits. We have already expedited, at the Governor’s request,
the Isabel declaration. That is done. It will include Glenville. The
entire State will be included based on this latest declaration. The
prior declaration is still pending and still out there.

What I need to figure out, Senator, is there anything additional
we can do in terms of buy-outs? I do not know how many people
had flood insurance and how many did not have insurance. It is
something that I am going to have to come back to you and tell you
that this is exactly what we will or will not be able to do or here
are the flexibilities we have.

I do want to assure you that under the expedited declaration we
did for Isabel, that the entire State will be covered. I have told my
folliis to extend an incident period to make sure we get that cov-
ered.

Senator CARPER. All right. Thank you. In the next day or two,
that would help us.

The kind of things we are interested in resolving from FEMA is
how does this program work in some other places? I am sure we
are not the only community and we are not the only State this has
happened in.

Mr. BROWN. That is why I want to be sure that I give you good
accurate information. We will get something together and sit down
with you.

Senator CARPER. Thank you. The questions will include: What
can the community consider before they decide to try to pursue
buy-outs? What is expected in terms of State and local participa-
tion in funding these. Are buy-outs even feasible or desirable for
a community like Glenville?

Those are the kind of questions we would like to resolve. If you
can put us in touch with the right person, we would be grateful.

Mr. BROWN. We will do that.

Senator CARPER. I want to express a special thanks for the quick
turnaround with response to the disaster declaration. That was
much appreciated. Thank you.

Thank you, Mr. Chairman.

Senator VOINOVICH. Senator Jeffords, do you have any other
questions?

Senator JEFFORDS. No further questions.

Senator VOINOVICH. Mr. Brown, I want to say to you that I really
appreciate your service to this country. Your Agency has had an
enormous burden with the aftermath of 9/11 and all the other
things that just come your way. I would like to thank you person-
ally and to carry back to the people that work with you our appre-
ciation for the extraordinary work that they are doing to try to be
responsive to all the things that they are being asked to do.

Mr. BROWN. Senator, I would just like to say in closing also that
we certainly appreciate your concern about our people. It is our
people within this Agency that makes us what we are. I really ap-
preciate that.
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Senator VOINOVICH. Thank you.

Our next panel is JayEtta Hecker, Director of Physical Infra-
structure Issues, General Accounting Office; and Rick Skinner,
Deputy Inspector General, Department of Homeland Security.

Welcome. We are very happy to have you here this morning. We
will begin with Ms. Hecker.

STATEMENT OF JAYETTA HECKER, DIRECTOR OF PHYSICAL
INFRASTRUCTURE ISSUES, GENERAL ACCOUNTING OFFICE

Ms. HECKER. Thank you, Mr. Chairman.

We are very pleased to be here to present our work to both you
and Senator Jeffords. In fact, most of the work that I will be basing
my remarks on is work that either we have recently completed for
you or has been ongoing for you as well as Senator Inhofe and Sen-
ator Clinton.

The remarks that I will focus on today will cover two points—
how much and what types of assistance the Federal Government
provided to the New York City area following 9/11, and how the
Federal Government’s response differed from prior disasters. The
presentation that I have uses a number of charts. Let me just brief-
ly review; there is a lot of work that we have done and I do not
want to confuse you.

The report that you are releasing today is, as you stated, on the
$7.4 billion Public Assistance Program by FEMA exclusively. That
is what this report reviews in detail. In addition, we have a report
on major management risks facing FEMA, which was another ob-
jective you had for today’s hearing. I have some remarks in my
statement based on that as well.

My statement, though, and as you can see in this overview, is
about the full $20 billion, not about the $7.4 billion FEMA program
exclusively. However, I can talk about that in detail if we want to
focus on that. Basically, I will be looking at the entirety of funding,
with the focus on the distribution and the role that FEMA played
in these four broad areas.

To assist in your following this, we have made copies of the
posterboards for you if you want to take a closer look at them. The
overview is the estimated $20 billion that was pledged and that
Congress has subsequently authorized.

The major contribution that we have made to reviewing the pro-
vision of assistance is in two areas. First is giving more detail to
it. You have seen it by agency and it has been authorized by agen-
cy, but what we have done is to sort it into four broad categories—
initial response, compensation for losses, infrastructure restoration,
and economic revitalization. These numbers actually exclude com-
mitted assistance where its use has not yet been decided. There is
$1.16 billion that HUD has committed, but it has not been deter-
mined where it is going to go. The total also excludes the Victim’s
Compensation Fund.

The next four charts are going to take each of these slices and
talk about how much was provided and what was provided by each
agency. In the initial response, you have $2.5 billion that has been
provided for the initial response. We have pictures of the debris re-
moval, the urban search and rescue teams. I do not know what
State that team is from, but they are similar to your teams from
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Ohio who came in to aid New York. There were 20 of the 28 urban
search-and-rescue teams that actually came to New York, the big-
gest deployment ever.

Then on the bottom you have emergency transportation repairs.
You can see the devastation to the tunnels that completely block
them and the emergency cleanup that worked to clean that up. Of
the $2.5 billion, in initial response funding, about $1 billion is for
insurance to cover the liability of the city for the claims from work-
ers and city officials who were involved in the cleanup and who
may have been affected with health claims.

That billion is not yet allocated and that agreement is not yet fi-
nalized. That is the $2.5 billion. It certainly was a record rate of
activity. It was a pile of devastation that was seven stories deep.
It was 11 stories high. It happened in record time and well below
budget.

The second phase which covers $4.8 billion is for compensation
of specific disaster related costs. This goes to three categories of re-
cipients—to city and State officials and other government organiza-
tions like the Port Authority; it goes to individuals; and it goes to
businesses. The distribution included about $3.3 billion which went
to New York City and State, about $800 million to individuals, and
$683 million to businesses.

The pictures we have here really are just symbolic. There are
dozens of programs that are involved in serving those three con-
stituencies. One picture is of the replacement of emergency vehi-
cles. There were, of course, hundreds of emergency vehicles de-
stroyed. That is what I think Assistant Secretary Brown was refer-
ring to is the traditional approach looking at vehicles, or physical
damage. That was very quickly reimbursed.

We also have a picture of the substantial number of folks coming
in looking to find out what kind of individual assistance and com-
pensation were available. There were dozens of programs, not just
by FEMA, but by HUD as well. The total is $4.8 billion for com-
pensation to the three categories of recipients.

The next phase is for infrastructure restoration. This is actually
a very unique area. Of course, there was the traditional damage
that is always compensated under public assistance. But in this
case there was an early agreement by FEMA and subsequently au-
thorized by the Congress, not just for replacement of the damaged
infrastructure, but actual enhancement and substantial improve-
ment of the infrastructure.

What we show in this picture is actually one of the renditions of
a transportation infrastructure restoration of the South Ferry
Street subway station. What you have is the current line, which is
that yellow loop, which is very inefficient. It only allows 5 of the
10 cars to open in the station. The plan is to change that so that
the full ten cars can come into the station. There was no damage
whatsoever to this station. This is part of an agreement to substan-
tially enhance the infrastructure of lower Manhattan.

Similarly, the Fulton Street station was not damaged. There are
improvements planned there at the $750 million level. There has
been a real commitment by the Federal Government and with the
endorsement by Congress to do far more than the simple historic
replacement of the infrastructure, but a substantial improvement.
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There is also a similar commitment with HUD funding. The
amount is about $500 million for improvement of telecommuni-
cations and communications infrastructure. That also was an im-
provement. That is not simply a replacement. It is meant to try to
induce and improve the economy and make it more attractive to
businesses like the Stock Exchange to have a more robust support
and networked infrastructure so that they feel safe being in an en-
vironment where they could be so easily interrupted.

The fourth phase is economic revitalization. This is estimated at
a little over $5 billion. This includes a range of initiatives on the
part of HUD to promote business attraction and retention. There
is a diverse range of programs for large businesses, small busi-
nesses, as well as the $5 billion estimated value of the Liberty Zone
Tax benefit plan that was passed by the Congress to assist in the
revitalization of New York City.

Let me turn quickly to the last chart which tries to summarize
the major differences of this approach. Of course, it was the biggest
disaster ever. It was certainly profound in terms of being a ter-
rorist incident. But what I focus on is the changes in the process
and the types of assistance that were provided.

Basically we have categorized the changes into three areas. The
first is that there was a complete waiving of State and local match.
The law requires about a 75 percent match. At times some of the
assistance has gone up to 100 percent, but never the entire amount
of assistance. The State and local match was completely waived for
all the FEMA public assistance for the first time in history and for
all of the Department of Transportation funding. That is over $10
billion. The match there was waived.

The second biggest area—I think this was not quite brought out
this morning, and I would like to make this point clear. What was
really unique is that it was first time in which the amount of the
disaster assistance was set very early. It basically functioned as a
funding target. Congress supported the President’s commitment to
provide approximately $20 billion to New York City.

Basically, as Senator Clinton said, that has then functioned as
a cap. So you had the various agencies who had dedicated funds,
whether it was FEMA, HUD, or DOT, looking at how they could
spend the funds allocated to them. The key thing was that they
could not spend the $20 billion under Stafford-eligible projects.
Substantial flexibility was provided to be able to expend those
funds. That actually was related to the recent consolidated appro-
priations that authorized FEMA to basically do what amounts to
a cash transfer to the city of approximately $1 billion.

This is for the type of assistance that was very nontraditional.
FEMA basically closed out, for the first time in history, all of their
assistance as of April 30. Then the amount that was left over is
what was transferred. That was $1.1 billion that has recently been
transferred to the city.

That really summarizes the work. The key things are that it was
an extraordinary Federal response. I am sorry to tell you that the
data was a mess. It took us a long time to try to get it to tell you
where the money went and how it was used. Our report on this
area will have very comprehensive reviews for you in more detail
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on this, including the disbursement rate as well. We know that has
been an issue of interest.

Thank you, Mr. Chairman. I would ask that my written state-
ment be placed in the record in its entirety.

Senator VOINOVICH. Thank you very much.

Mr. Skinner.

STATEMENT OF RICK SKINNER, DEPUTY INSPECTOR
GENERAL, DEPARTMENT OF HOMELAND SECURITY

Mr. SKINNER. Good morning. I would like to thank you for having
me here. I am Rick Skinner, Deputy Inspector General at the De-
partment of Homeland Security. I would like to briefly summarize
my remarks. I would like to discuss two issues.

One is the work of the OIG in New York City following the 9/
11 terrorist attacks. Two is the OIG’s perspective on FEMA’s merg-
er into the new Department of Homeland Security.

First, let me address our work in New York. In response to the
President’s declaration, FEMA applied the full range of its author-
ized disaster assistance programs. The FEMA OIG, in turn, de-
ployed four teams of auditors, inspectors, and investigators early in
October 2001 to New York City to oversee the management of
those programs.

One team worked directly with the Federal Coordinating Officer
and monitored the general management of the disaster field office
and the disaster field operations. Another team worked with the
FEMA public assistance staff, debriefed applicants on how to main-
tain records, reviewed accounting systems, and reviewed grant ap-
plications and claims to ensure the eligibility of costs.

The third team worked with the U.S. Attorney and the New York
City District Attorney to detect and prosecute fraudulent claims.
The fourth team, in the fall of 2002, conducted a full-blown review
of FEMA’s Individual Assistance Program. I brought extra copies
of the report for those who may not have seen it. It was issued in
December 2002. I will summarize a few of our more significant
findings.

Mortgage and Rental Assistance Program. FEMA historically has
not had to implement the Mortgage and Rental Assistance Program
on a large scale because previous disasters did not result in wide-
spread unemployment and economic loss. Consequently, Congress
eliminated the program when it enacted the Disaster Mitigation
Act of 2000, making the program unavailable after October 2002.

The effects of the 9/11 terrorist attack, however, demonstrated
genuine need for programs such as this. Therefore, we have rec-
ommended in this report that Congress consider reinstating the
program under the Stafford Act.

Interagency Coordination Challenges. Responsibility shared
among FEMA, EPA, and the U.S. Department of Justice’s Office for
Victims of Crime, and voluntary agencies were not defined clearly
enough to distinguish roles and establish the sequence of delivery
of assistance. Recovery from the 9/11 terrorist attacks highlighted
the need for advance agreements and memorandums of under-
standing regarding shared roles, responsibilities, and authorities
among those agencies most likely to respond to future such events.
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I know that Under Secretary Brown has addressed a few of those
issues, particularly with regards to the coordination between
FEMA and EPA in the cleanup and testing that took place there.
It took place very late in the disaster because people simply did not
have experience in dealing with issues like this.

Assistance to Aliens. The Personal Responsibility and Work Op-
portunity Reconciliation Act of 1996 requires that FEMA public
benefits be provided only to U.S. citizens, noncitizen nations, and
qualified aliens. Yet, there were 9/11 disaster victims who do not
meet this criteria, but who were lawful residents of the United
States, in this country legally.

One immigration advocacy group estimated that as many as
80,000 lawfully present individuals in New York City are not quali-
fied for Federal disaster assistance. This would include aliens here
on work visas or student visas.

We believe that FEMA should consider pursuing legislative
change that would exempt its programs from the Federal Public
Benefit Classification, when victims needing aid are lawfully
present in the United States.

Grants to small businesses were made on an ad hoc basis. The
9/11 terrorist attack had a negative impact on the New York City
economy, strongly affecting businesses, both large and small. In
fact, GAO issued a report on this very subject last year. There is,
however, presently no ongoing Federal program that provides grant
support to businesses adversely affected by terrorist attacks.

SBA is authorized to make loans, not grants, to businesses ad-
versely affected by disaster. The SBA is prohibited, however, from
making loans to businesses that do not meet established eligibility
criteria. SBA was unable, for example, to make loans to businesses
that did not meet the Agency size requirements or standards.

After the 9/11 attacks, Congress enacted special legislation allow-
ing the State of New York to use Community Development Block
Grant funds to make business recovery grants for those affected by
the 9/11 disaster. However, this was a one-time exception. Con-
gress may wish to consider whether the Federal Government
should be the insurer of last resort for terrorist-related business
losses. Such a policy decision would eliminate the need to respond
on an ad hoc basis if a future event like this should occur.

I would like to shift gears and address FEMA’s transition into
the Department of Homeland Security. This will be brief. As Under
Secretary Brown has already noted in his testimony, FEMA has
not missed a step in responding to disasters since becoming part
of DHS.

In May of this year, we sent a team of auditors to monitor
FEMA'’s response and recovery efforts in the State of Missouri. The
caliber and effectiveness of FEMA’s response was the same high
standard we have seen in the past. Notwithstanding the continued
success of FEMA’s response and recovery efforts, FEMA has many
problems that need to be address. Its ability to effectively address
them is compounded by its merger with DHS.

Areas of particular concern include FEMA’s financial manage-
ment, the development and security of its IT systems, and grants
management. Deficiencies in these areas could most certainly ham-
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per the effective and efficient integration of FEMA programs and
operations into the Department of Homeland Security.

However, the FEMA OIG has also transitioned into DHS and the
ability of that staff to provide oversight, as we have in the past,
of those activities has been diluted due to the many high profile,
non-FEMA programs and activities that the DHS’ OIG has respon-
sibility for.

In addition, although numerous grant programs are now consoli-
dated within DHS, their management is divided among various
components of the Department. For example, preparedness for ter-
rorism is in the Border and Transportation Security Directorate,
while other preparedness efforts are in the Emergency Prepared-
ness and Response Directorate. This bifurcation could create addi-
tional challenges related to intergovernmental coordination, per-
formance accountability, and financial accountability.

It is our understanding that these problems are now being ad-
dressed legislatively. Further, we just learned that Secretary Ridge
has announced plans to centralize these programs within a single
office in the Department. These initiatives, either legislatively or
through reorganization, if implemented, could very well resolve
many of our concerns.

This concludes my opening remarks. Again, I appreciate the op-
portunity to testify before you today. I will be happy to answer any
questions you may have. I would ask that my written statement be
placed in the record in its entirety.

Senator VOINOVICH. Thank you very much for being here.

Ms. Hecker, this last chart that you showed us, the nontradi-
tional work funded, such as improvements to transportation infra-
structure in lower Manhattan. This is brand new to me. This was
a massive infusion of public dollars to enhance the existing set up.
In other words, this was more than just a replacement that we are
dealing with?

Ms. HECKER. Precisely.

Senator VOINOVICH. What is the dollar amount on how much of
this nontraditional money that was put in there? FEMA comes in
and they do their work. They help with the library and fix it up.
There may be other public buildings that may have been damaged.
This seems to have gone way beyond anything like that.

Ms. HECKER. We have not been able to identify an explicit num-
ber that was above and beyond Stafford in part because there was
substantial flexibility that FEMA officials decided that they had
within the Stafford Act to actually improve transportation infra-
structure.

There was actually a legal opinion. There was a conclusion that
simple replacement of the infrastructure would not restore its
functionality. Therefore, they felt improvements were necessary.
There were certain types of improvements that they said would
have been Stafford covered. But then you had congressional author-
ization saying that these completely unrelated areas could also be
funded as well.

It is not clean-cut of what is over and above Stafford. The Fulton
Street station, as I said, was $750 million. There was no damage
there. What they are doing is that they are connecting lines that
previously were not connected. They are making it a complete
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lower Manhattan transit center where all the lines connect. There
used to be at least three areas with more than 10 lines. There
would be different stations. The South Ferry Station that was on
the chart is $400 million.

Ms. HECKER. Do you have that in your report on one page that
you can see that? The reason I am asking the question is that this
is an extraordinary commitment of infrastructure dollars. This was
part of the cap, right?

Ms. HECKER. Absolutely.

Senator VOINOVICH. It is all within the cap?

Ms. HECKER. Precisely.

Senator VOINOVICH. The point I am making is that we may get
some requests now to come in and say there are ongoing things
that we needed to do and were capped out. What I am trying to
say is it is an allocation of resources. If you put all the money, %1.5
billion, into public improvements and then you come back and say,
“Well, hey folks, we do not have enough money to take care of the
people.” I think Senator Clinton mentioned mental health.

Who decided the allocation of the funds? The same people are
coming to us to say, “Hey, we do not have enough money for these
people. But by the way, we did have enough money to do these
public improvements to lower Manhattan.”

Ms. HECKER. It is certainly a choice that officials in New York
City and State made working with FEMA on the allocation of the
funds. There were many meetings about it. There were lots of areas
that came before the Congress where there were concerns about
coverage. One was costs—$11 million for the rescheduling of elec-
tions, not a cost traditionally covered. There were increased Med-
icaid costs by the State—not a cost traditionally covered.

There were costs of COLA adjustments to pensions. The city was
looking for reimbursement of that. These are nontraditional types
of costs nowhere covered by the Stafford Act, but with that expe-
dited closeout and that transfer of additional funds, the city and
State now will be making the choices of that remaining $1 billion
and have made many choices already in terms of dedicating funds
to transportation improvements.

Senator VOINOVICH. I am really interested in that—all these
things that are nontraditional.

Ms. HECKER. We will try to isolate that. As I said, there is a
fuzzy line in some of them.

Senator VOINOVICH. Thank you.

Senator Jeffords.

Senator JEFFORDS. Thank you, Mr. Chairman.

Ms. Hecker, did you find any information as to why the Presi-
dent capped the disaster funding for New York $20 billion? Was
there any rationale given for that?

Ms. HECKER. We have not seen much documentation on that. Ba-
sically the press reports were that there were overtures to him that
he should come out with a very strong statement of a commitment
to provide support for New York. There is no documentation of
where the $20 billion came from. The Secretary said, “There was
very little known in the beginning about the buildings.”

For example, the buildings were owned by the Port Authority.
There was some concern at the beginning that perhaps the cost of
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the replacement of the building might be part of public assistance.
There is not much documentation.

But as the process went on and traditional applications came in,
it was clear that the $8.8 billion that Congress set aside for FEMA
was not going to be met with eligible Stafford Act projects.

Senator JEFFORDS. Is the $20 billion sufficient?

Ms. HECKER. Once you are out of the Stafford Act, everything is
a question of judgment. The Stafford Act has its history about what
is covered. What is covered by the Stafford Act has been provided
or is covered in this $1 billion transfer. The above and beyond is
a discretion of Congress to decide what is adequate.

Senator JEFFORDS. This is a question for Mr. Skinner.

In your written testimony you state that FEMA should be more
proactive in requesting EPA to conduct necessary testing and there
are studies to determine that the public health or safety threat ex-
ists in the future in future disasters.

So that cleaning efforts can begin much earlier in the recovery
phase, am I correct in understanding that had EPA expressed their
concerns about indoor air quality in lower Manhattan earlier,
FEMA could have provided emergency response funding more
quickly?

Mr. SKINNER. Yes, I believe they could have. FEMA knew early
on that there was asbestos in the air as a result of these attacks.
But because FEMA’s lack of experience in this area—as well as
EPA’s lack of experience in this area—and the question of whether
they even had the authority to authorize cleanup of individual resi-
dences, particularly on the inside, was something that I think was
discussed for many months before an ultimate decision was made
to test and clean residences.

What we are suggesting here is that in the future we need to be
a little bit more proactive. If there is any evidence whatsoever, par-
ticularly after an event such as the terrorist attacks, or any possi-
bility that there could be some contamination in the air, then
FEMA should probably be going to EPA early on and directing
them to test the air quality to find out exactly what hazards may
exist. This needs to be done early on.

I do not think either FEMA or EPA was prepared after 9/11 to
address this issue in the early stages of the disaster.

Senator JEFFORDS. What complicating factors are present in the
new Department that may make it more difficult for FEMA to con-
duct its work and address some of the management challenges you
describe in your testimony?

Mr. SKINNER. FEMA’s Financial Management System is a good
example. It is fraught with problems and if you pull one string, the
whole thing could fall apart. Now it is being integrated into the De-
partment of Homeland Security’s Financial Management System.

FEMA’s financial management systems have several material
weaknesses that will affect the Department of Homeland Security’s
ability to build a reliable department-wide accounting system. The
same holds true, for example, with the IT systems. There were IT
development efforts ongoing within FEMA prior to the creation of
DHS. Many of those development efforts now have to take a back
seat or have to compete with other priorities within the Depart-
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ment of Homeland Security as to which IT projects should be con-
tinued.

The security of FEMA’s IT systems, like the security of all the
legacy agencies, are very weak. Only a handful of them may have
passed an IT security “litmus” test. The problem will certainly af-
fect DHS’ ability to integrate legacy systems into a department-
wide system.

Grants management has always been a problem with FEMA. It
also has been a problem with the DOJ programs, from what I un-
derstand. According to DOJ-OIG reports, grants to the States are
oftentimes made late. In FEMA’s case, grants are timely, but once
the funds are passed out, there is no accountability. FEMA does
not obtain accurate and timely financial reports, nor are they mak-
ing onsite monitoring visits. FEMA is validating that the funds are
being spent the way they are supposed to be.

I was the Deputy Inspector General at FEMA before the merger
with DHS. We questioned over $900 million in grant expenditures
in just FEMA programs alone over the last 9 years. These are the
types of issues that the DHS must now grapple with, now that they
are merged in with DHS. These are problems that will need to be
addressed now that they have been transferred into DHS.

Another issue, and I think it is a very serious one, DHS needs
to take a very close look at, is this: Are these grants, in fact, en-
hancing the State and local’s ability to respond to and recover from
disasters, whether they are caused by natural events or terrorist
events? DHS has no performance measures to suggest that the
grants that are being passed out on a yearly basis, costing billions
of dollars, are, in fact, having an impact on the nation’s ability to
prepare for and respond to disasters. I think that this issue needs
to be addressed sometime soon as these accounts get larger and
larger as time goes on.

Senator JEFFORDS. Thank you. I know I went well over my time,
but I think it is information well deserved to be received.

May I continue?

Senator VOINOVICH. I have some other questions.

Senator JEFFORDS. Then you go ahead and let me rest.

Senator VOINOVICH. Probably what we need to do is to look at
all the various agencies that are being merged into the Department
of Homeland Security. How many of them are on GAQO’s high risk
area?

Ms. HECKER. The whole merger is on the high risk list.

Senator VOINOVICH. The issue that Mr. Skinner is getting at is
that some of these components were already weak to begin with
and now they are going into the new Agency. The issue is: Are they
going to better cured by having DHS just focusing on that issue in
other agencies and put it all in one basket? Will they be better off
just focusing on FEMA to make sure that their financial manage-
ment systems are in place? That is a policy decision that needs to
be made.

One of the points that you made—and again I would like to cap-
ture it, is that the grants that were given to New York did not re-
quire the match. Have you captured the cost savings in terms of
not having to come forward with a match? Traditionally the locals
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have to come up with a match. In this particular case, that was
waived. Did you put a dollar amount on that?

Ms. HECKER. As I said, the law requires a maximum 75/25 per-
cent State/local match. In prior disasters, the State/local match has
been waived for part of the disaster. In the North Ridge earth-
quake, part of public assistance, the emergency or the short-term
work, the State/local match was reduced to 10 percent. In some dis-
asters, the Federal Government has covered 100 percent for some
specific expenses or time period. As such, you cannot just estimate
what is 25 percent of $8.8 billion. Historically there is a lot of a
discretion there to vary the amount. The point is that it has never
been entirely without a State or local match for the entire value
of the public assistance, in this case $8.8 billion.

Senator VOINOVICH. What I would like to do would be to take a
minimum figure. In other words, if you look at other projects, is
this is worth 25 percent, 15 percent, or 10 percent? I would like to
get a handle on how much money the local communities were saved
as a result of not having to come up with the match which is a
match that traditionally communities have to come up with. We
had to come up with it in Ohio when we had our disasters.

Ms. HECKER. Particularly for the transportation improvements.
This is the first time that the transportation match has been
waived as well.

Senator VOINOVICH. I am really interested in that. I would like
to really capture the total cost of all of this and what was done.
All right?

Ms. HECKER. Yes.

Senator VOINOVICH. Mr. Skinner, I would like to talk about the
issue of information on what people are exposed to. Does FEMA
traditionally get into the issue of air quality?

Mr. SKINNER. To my knowledge, no. It is somewhat unique.

Senator VOINOVICH. That is like an EPA’s responsibility. The
issue then becomes when EPA gets involved, are they responsible
for the air quality outside and inside? You may not have the an-
swer to this.

Mr. SKINNER. I do not know the answer to that. It was my under-
standing that at the time of the World Trade Center incident, they
did not believe they had the authority or responsibility for the air
quality inside a residence.

Senator VOINOVICH. In other words, they felt that was up to the
local health department to determine what was the condition in-
side?

Mr. SKINNER. Yes; that is my understanding, but that question
could be better answered by EPA.

Senator VOINOVICH. One of the things that I am interested in, as
I mentioned earlier, is the legislation that Senator Clinton and I
have that was voted out of this committee that empowers the
President to move in and get all that information. We still have the
situation where you have the EPA out there. Allbaugh was taking
about Health and Human Services being involved.

I would like to get an answer in terms of what is the vehicle that
would be looked to if the President were to exercise his authority
under this legislation. It is easy to have legislation. But the issue
is if it happens, who is responsible for what? Is it going to be EPA
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that is going to be the one that is doing it? Is it Homeland Security
that is going to be done? Is it HHS?

Something has to be put together so that it is comprehensive.
Are they responsible for just the exterior air? All of that, I think,
really needs to be worked out. I think we ought to get a question
to the Agency and really followup on that particular issue.

Mr. SKINNER. Yes, I agree. That was our point in our report. I
think the lessons learned from 9/11 should be a guideline for
FEMA and EPA to start developing some protocols before the next
disaster, so when the next incident does occur, they will be better
equipped.

Senator VOINOVICH. In terms of your oversight there, did you
ever get into the issue of their processing of these claims for the
first responders in terms of their health claims? Did you look at
that at all?

Mr. SKINNER. No, we did not, sir.

Senator VOINOVICH. It is just another area where they just did
not get the job done.

Mr. SKINNER. It was just so much to do there. Again, we focused
primarily on the individual assistance programs, knowing that
GAO was going to be focusing on the public assistance programs.

Senator VOINOVICH. OK. I have exhausted my time.

Senator Jeffords.

Senator JEFFORDS. I have no further questions.

Senator VOINOVICH. I would like to thank you both for being here
today. It has been really illuminating.

Mr. SKINNER. Thank you. It was our pleasure.

Senator VOINOVICH. I am going to ask that FEMA report and the
GAO report on FEMA, “Major Challenges and Program Risks,” re-
leased today be entered into the record.

Without objection, so ordered.

[The referenced reports follow:]
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Additional Information and Copies

To obtain additional copies of this report, call the Office of Inspector General
(OIG) at (202) 646-4166, or fax your request to (202) 646-3901, or visit the
OIG web page at http://www.fema.gov/ig.

Suggestions for Future Reviews

To suggest ideas for or request future reviews, contact the OIG Inspections
Division at (202) 646-3338 or FAX (202) 646-3901. You may also fill out the
Customer Response Form on the last page of this report. Mail your ideas or
request to the following address:

Office of Inspector General
Inspections Division, Suite 505
500 C Street, SW

Washington, DC 20472

ATTN: Clifford N. Melby

OIG Hot Line

To report fraud, waste, or abuse, call the OIG Hotline at 1-800-323-8603; or
write to Office of Inspector General, Investigations Division, 500 C Street,
SW, Suite 502, Washington, DC 20472; or send an electronic message to
http://www.fema.gov/ig/hotline.htm. The OIG protects the identity of each
writer and caller.
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PREFACE

December 18, 2002

This report presents the results of our review of FEMA'’s delivery of individual assistance in New
York after September 11, 2001. It focuses on issues that need to be addressed by both FEMA and
Congress as they consider regulatory and legislative changes to improve FEMA's delivery of
assistance to victims of future terrorist attacks that result in presidential disaster declarations.

The Inspections Division, Office of Inspector General, prepared this report. Questions may be
addressed to Clifford N. Melby, Assistant Inspector General for Inspections, at (202) 646-3338.
Key contributors to this report were Gary Barard, Patsye Ervin, Marcia Moxey Hodges, Carlton
1. Mann, Meredith L. Megles, George Peoples, Katherine Roberts, and Sharon Thompson.

AMhak . Abrnrr

Richard L. Skinner
Acting Inspector General
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EXECUTIVE SUMMARY

The unparalleled terrorist events of September 11, 2001, in New York City resulted in catastrophic
physical damage and loss to the business and residential infrastructure in the lower part of the
Borough of Manhattan. The majority of individuals affected by this disaster required assistance
to address economic losses, the possibility of air contaminants in residences, and crisis counseling.
Because the Federal, State, and local governments had never before experienced some of the
consequences of this kind of event, FEMA re-examined its authorities under the Stafford Act and
updated, as necessary, its interpretations for administering applicable programs. The authorities
of the Stafford Act are not necessarily sufficient to meet all needs or demands but Congress did
not intend for FEMA to return all disaster victims to their pre-disaster status.

FEMA applied the full range of authorized disaster assistance programs to the post-disaster needs
of individuals, including Temporary Housing (specifically Mortgage and Rental Assistance),
Individual and Family Grants, Disaster Unemployment Assistance, Crisis Counseling Assistance
and Training, and Legal Services. FEMA, however, due to the unique circumstances of this
disaster, (i.e., managing the consequence of a terrorist attack rather than the consequences of
hurricanes, tornadoes, or floods), had to use its authorities and programs more broadly than it
ever had before. FEMA's authorities were not adequate to meet everyone’s expectations in
recovering from the unprecedented needs created by this event. FEMA had no specific authority
to: (1) deal with the broad economic losses experienced by the range of people affected by the
attack, and (2) address the issue of possible air pollutants and its impact on the general population
of New York City beyond assessing threats to immediate health and safety. In addition, due to
legal constraints, FEMA could not address recovery needs of: (1) Jawfully present disaster victims
who are not United States citizens, non-citizen nationals, or qualified aliens (Personal Responsibility
and Work Opportunity Reconciliation Act of 1996), and (2) otherwise eligible non-critical Private
Non-Profit (PNP) service organizations prior to the PNP first availing itself of assistance from the
U.S. Small Business Administration (Disaster Mitigation Act of 2000).

Furthermore, FEMA was challenged in coordinating with other Federal agencies responding to
the consequences of this event. Coordinating the activities of State and local voluntary organizations
also presented difficulties in an environment in which unprecedented offerings of assistance were
made.

FEMA should be more proactive in using the expertise available from other resources. FEMA
also should focus on improving outreach after events that affect large, diverse populations.
Congress may wish to consider legislation to develop a program similar to the Mortgage and
Rental Assistance (MRA) program but with greater flexibility to address economic losses and
financial hardships. Such a program would help to ensure that the needs of victims in future
terrorist attacks are met. Finally, Congress also may wish to consider whether FEMA or another
Federal agency should administer grants to small businesses that have been adversely affected by
a disaster. Appendix A includes a summary of issues requiring FEMA's attention.
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FEMA reviewed in detail a draft of our report and made valuable contributions, ensuring that this
report accurately portrays the events and activities affecting FEMA’s delivery of individual
assistance to the victims of the terrorist attacks. We also obtained comments from the State of
New York, U.S. Environmental Protection Agency (EPA), U.S. Department of Health and Human
Services’ Center for Mental Health Services (CMHS), U.S. Department of Justice (DOJ), U.S.
Department of Labor (USDOL), and U.S. Small Business Administration (SBA). Their comments
can be found in Appendices to this report.
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BACKGROUND

Congress directed the Inspector General to review the use of funds provided to FEMA to meet the
post-attack needs of New York City and to report any deficiencies or gaps in FEMA's statutory
authorities that may have impeded the delivery of individual assistance to the victims of the
terrorist attacks.

The Robert T. Stafford Disaster Relief and Emergency Assistance Act (the Stafford Act) authorizes
FEMA to administer five distinct Individual Assistance (IA) programs in response to presidential
disaster declarations: (1) Temporary Housing Assistance, (2) Individual and Family Grants,
(3) Crisis Counseling, (4) Unemployment Assistance, and (5) Legal Services. The Disaster
Mitigation Act of 2000 (DMA 2000) required changes to some of the above-mentioned programs
and is effective for all disasters declared on or after May 1, 2002. (See Appendix B for a summary
of the financial status of IA programs as of November 1, 2002.)

TEMPORARY HOUSING ASSISTANCE

The Temporary Housing Assistance program has five components: Mortgage and Rental
Assistance, Minimal Home Repair, Transient Accommodations, Rental Assistance, and
Manufactured Housing. Temporary Housing Assistance is funded 100-percent by FEMA.

3 MORTGAGE AND RENTAL ASSISTANCE

FEMA’s Mortgage and Rental Assistance (MRA) program is designed to cover rent or
mortgage payments for victims who suffer financial hardship as a result of a major disaster.
Victims who are unable to pay their rent or mortgage and have received written notice of
eviction or foreclosure may be eligible for this program, which addresses economic injury
rather than physical injury.

FEMA had mailed 44,781 MRA packages to disaster victims as of November 14, 2002.
Only 17,843 (40 percent) were returned. Of those, 15,803 were processed, and 9,610
(61 percent) were determined eligible. Payment to eligible recipients accounted for
approximately $76 million in MRA costs.!

O MiNIMAL HOME REPAIR

The Minimal Home Repair program is designed to restore a home to a habitable condition
by making limited home repairs until more extensive repairs can be made. FEMA had
approved approximately 548 applications as of November 14, 2002, totaling approximately
$1.5 million.?

! FEMA Texas National Processing Service Center, “Mortgage and Rental Assistance Determination Summary,”
November 14, 2002.

2 FEMA Texas National Processing Service Center, National Emergency Management Information System (NEMIS)
data, November 14, 2002.
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3 TRANSIENT ACCOMMODATIONS

Short-term (up to 30 days) lodging expenses of victims are reimbursed by Transient
Accommodations. FEMA had processed approximately 689 applications as of November
14, 2002, approving 504 (73 percent), totaling approximately $1.2 million,?

L RENTAL ASSISTANCE

Rental Assistance is designed to meet temporary housing needs of homeowners and renters
by providing a grant based on fair market rents in the disaster-declared area. Eligibility
criteria used in previous disasters were applied, which includes permitting recipients to use
the funds for any type of housing-related expenses, such as the purchase of cleaning items.
FEMA had processed approximately 7,339 applications as of November 14, 2002, and 5,056
(69 percent) were approved, totaling approximately $26 million.*

J MANUFACTURED HOUSING

The Manufactured Housing program was not used for this event.

INDIVIDUAL AND FAMILY GRANTS

The Stafford Act authorizes the Individual and Family Grants (IFG) program to meet disaster-
related necessary expenses or serious needs of disaster victims that could not be met through
other provisions of the Stafford Act or through other means, such as insurance; other Federal
assistance; or voluntary agency programs. Eligible expenses may include those for real and
personal property, medical and dental expenses, funeral expenses, transportation needs, and other
expenses specifically requested by the State.

An eligibility criterion for most categories of IFG grants is that the applicant has first made
application for a loan from the U.S. Small Business Administration (SBA) and been declined.
Some IFG grants that may be provided without application to SBA include those for medical,
dental, and funeral expenses, and some assistance placed in the “other” category.

Because the September 11 event was both a disaster and a criminal act, programs of the U.S.
Department of Justice’s (DOJ) Office for Victims of Crime were also applicable. As a result,
expenses related to medical, dental, and funeral were covered by DOJ.

States, as grantees, administer and implement the IFG program but may request FEMA to process
applications on the State’s behalf. When a State processes IFG applications, FEMA still works
closely with the State and provides advice, accepts applications, and assists in eligibility
determinations. Moreover, the State must develop a plan for administering the program that
identifies the State agency responsible for program administration, functions to be performed,
program procedures, key management staff, and the sources from which additional personnel

3 Ibid.
4 Ibid.
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will be obtained. The State of New York initially both administered the program and processed
applications for the events of September 11.

Approximately 129,106 IFG applications were transmitted to the State as of November 14, 2002,
and 37,787 applications were approved and paid, totaling approximately $34 million in
disbursements to eligible applicants.” IFG program costs are shared by States, with FEMA
paying 75 percent and States paying 25 percent.

CRisiS COUNSELING

The Stafford Act authorizes financial assistance for professional counseling to relieve mental
health problems caused or aggravated by a disaster or its aftermath. FEMA provides funding for
these services to States under the Crisis Counseling Assistance and Training Program (CCP),
which encompasses the Immediate Services Program (ISP) and the Regular Services Program
(RSP). The ISP provides funding for counseling that can be applied to meet mental health needs
immediately following a disaster. ISP services may be provided for 60 days from the declaration
date, with a possible extension of 30 days or more if the RSP application is pending within that
same period of time, or if the State can justify a continuing need for the ISP. The RSP generally
expands upon the ISP by enabling the State to identify and reach affected populations more
effectively. The RSP funds services up to nine months from the date of award notice, and provides
for extensions of up to three months, contingent on ongoing need. The RSP has been extended
beyond three months after catastrophic disasters. CCP is funded 100-percent by FEMA.

Providing technical assistance for the program, the Center for Mental Health Services (CMHS)
under the U.S. Department of Health and Human Services (HHS) consults with State ofticials
and helps to ensure that appropriate services are provided.

Historically, only States receiving a major disaster declaration had been eligible to apply and
receive funding for FEMA’s CCP. Recognizing the special need resulting from the unusual
circumstances of September 11, however, the State of New York requested that the undeclared
border States of New Jersey, Connecticut, Massachusetts, and Pennsylvania be allowed to apply
for CCPfunding. The request was allowed, the affected States each applied separately but through
the declaration for New York, and each was approved for CCP funding.

The total approved disaster funding, as of October 2002, for CCP was $162.4 million, of which
$21.4 million was for the ISP and $141 miltion for the RSP.S Actual obligated funds for the RSP
are $37.7 million.

Because the September 11 event was a disaster and a criminal act, DOJ’s program to meet siruilar
victim assistance needs also applied. FEMA believes that CMHS, the States, and itself coordinated
closely with DOJ to ensure that programs were complementary in providing mental health services.

5 FEMA NEMIS, “IFG Cumulative Status Report,” November 14, 2002,

6 Center for Mental Health Services, Emergency Services and Disaster Relief Branch, October 25, 2002. These
figures have been rounded and include CCP assistance for the States of New Jersey, Connecticut, Massachusetts,
and Pennsylvania.
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The DOJ program provides fee-for-service (individual counseling or therapy sessions) funding
only to victims directly affected by the criminal act, whereas the FEMA CCP (an outreach,
education-based program) is available to anyone residing in or visiting the affected area during
the disaster. Because of these program differences, FEMA believes that there was no duplication
of benefits.

UNEMPLOYMENT ASSISTANCE

The Stafford Act authorizes FEMA to provide assistance to any unemployed individual whose
employment or self-employment was interrupted as a result of a declared disaster and who is not
eligible for regular State Unemployment Insurance or other supplemental income. Disaster
Unemployment Assistance (DUA) can be provided in the period until applicants resume work or
their customary employment, traditionally up to 26 weeks. The amount of DUA is authorized by
the State’s regular employment program. DUA is not designed as an income replacement program.
Through a delegation of authority by FEMA, the U.S. Department of Labor (USDOL) oversees
and coordinates the program. DUA is funded 100 percent by FEMA and administered by the
State agency responsible for providing unemployment services and insurance.

Eligible applicants received at least the minimum benefit in effect in New York State at the time of
this disaster, $126 per week, which was reduced by any Workers’ Compensation or Social Security
benefits the applicants received. Applicants qualifying for the maximum amount received $405
per week before reductions. Gaps may exist between applicants’ day-to-day living expenses and
DU A benefit amounts, which were considerably less than the weekly pay of most. Approximately
6,679 applications were received as of October 2002, and 3,284 applications
(49 percent) were approved, totaling approximately $13.2 mitlion.”

LEGAL SERVICES

The Stafford Act authorizes legal services to help low-income victims with disaster-related legal
issues such as landlord/tenant relationships, employment, immigration, insurance, credit and
bankruptcy, will validity, trusts and estates, real property, and powers of attorney. The program
was implemented post-September 11 using eligibility criteria applied in previous disasters.
Attorneys work pro borno and FEMA reimburses eligible administrative costs through the Young
Lawyers Division of the American Bar Association. FEMA believes the program is cost effective
because the work is pro bono and many lawyers, firms, and organizations donate legal services
outside FEMA programs. As of November 14, 2002, legal services assistance totaled $2,010.8

7 USDOL, October 25, 2002.
8 FEMA Community and Family Services Branch, November 14, 2002,
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OBJECTIVES, SCOPE,

AND METHODOLOGY

Congress directed the Inspector General to review the use of funds provided to FEMA to meet the
post-attack needs of New York City, and to report any deficiencies or gaps in FEMA’s statutory
authorities that may have impeded the delivery of individual assistance to the victims of the
terrorist attacks. We conducted our fieldwork during August, September, and October 2002. We
reviewed and analyzed a wide range of Federal, State, and local documents associated with this
disaster, including news articles generated by the media related to the event. We also used the
following references during our review:

P Congressional Research Service, Federal Disaster Policies After Terrorist Strike: Issues and
Options for Congress, June 24, 2002;

Testimony of FEMA’s Director, Committee on Environment and Public Works, U.S. Senate,
September 2002;

Urban Justice Center, Ripple Effect, The Crisis in NYC’s Low-Income Communities after
September 11th, September 2002;

General Accounting Office, September 11, Interim Report on the Response of Charities, GAO-
02-1037, September 2002;

A Nation Remembers, A Nation Recovers, Responding to September 11, 2001, One Year Later,
FEMA, September 2002;

U.S. Small Business Administration, Business Assistance Guide, for the September 11th tragedy
in the greater New York Area;

General Accounting Office, September 11, Small Business Assistance Provided in Lower
Manhattan in Response to the Terrorist Attacks, GAO-03-88, November 2002; and

General Accounting Office, September 11, More Effective Collaboration Could Enhance
Charitable Organizations’ Contributions in Disasters, GAOQ-03-259, draft report, December
2002.

v v v v v v v

We met with FEMA officials engaged in response and recovery, and with officials at the U.S.
Departments of Justice, Labor, and Health and Human Services; U.S. Small Business
Administration; New York State Department of Labor; New York State Emergency Management
Office; New York City Office of Emergency Management; staffs of the U.S. House of
Representatives and the U.S. Senate; staffs of the New York and New Jersey State delegations;
New York City Council members and staff; and officials from the National Emergency Management
Association. We interviewed, by telephone, officials from the New York Immigration Coalition
and the New York State Crime Victims Board. We also attended roundtable forums in New York
City with congressional delegation staffs and representatives from voluntary agencies, citizen
advocacy groups, and small businesses. Appendix C includes a summary of their concerns.

We obtained data from FEMA’s National Emergency Management Information System (NEMIS)
to determine significant variations in 1A program delivery between this and other major disasters.
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We examined historical processing data and eligibility determinations for disaster declarations in
Texas, Michigan, and North Carolina (see Appendix E). We also extracted financial data from
FEMA's Integrated Financial Management Information System.
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ELIGIBILITY ISSUES IN THE MORTGAGE

AND RENTAL ASSISTANCE PROGRAM

The way in which the September 11 terrorist attacks rippled through the New York and national
economies was unprecedented. The scope and effect of the attacks on the stock market and
tourism industry, for example, are still being debated. FEMA historically has not had to implement
the Mortgage and Rental Assistance (MRA) program on a large scale because previous disasters
did not coincide with nor result in widespread
unemployment and national economic losses.
From the inception of MRA until September 11,
only $18.1 million had been awarded under the
program for 68 declared disasters, compared to
approximately $76 million as a result of the New
York disaster alone.® Because it was seldom used,
Congress eliminated the program when it enacted
the Disaster Mitigation Act of 2000 (DMA 2000)
making the program unavailable after May 1,
2002.

FEMA had to face the challenge of implementing
this program in a disaster that caused significant
economic consequences, including not only the
obvious economic impact of the incident itself but
also the indirect economic effects felt throughout
the country. The language of the Stafford Act’s
MRA authority establishes as a criterion for
assistance a written notice of dispossession or
eviction. The law is silent, however, on what
" constitutes a financial hardship. This omission
required FEMA to interpret to what extent a personal financial loss constitutes a financial hardship,
and to determine if that hardship resulted directly from the primary effects of the attacks or from
secondary effects on the nation.

The MRA program’s limited use, the broad economic impact of this unprecedented event, and
FEMA’s challenge to differentiate between primary and secondary economic effects contributed
to difficulties in delivering timely and effective assistance. The number of victims assisted in this
event and the possibility that future terrorist attacks would produce similar economic consequences
suggests a valid need for economic assistance. Congress may wish to consider legislation to
develop a program similar to the MRA program that addresses economic losses and financial
hardship but enables greater flexibility.

9 FEMA’s Recovery Division, December 2002,
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ELiGIBILITY CRITERIA

The MRA program is unique because it addresses limited, individual economic losses versus
physical damage resulting from a disaster. Traditional inspection of damages as a basis for program
eligibility, therefore, does not apply to MRA. Individual financial hardships caused by the disaster
must be evaluated case-by-case. FEMA attempted to clarify eligibility criteria that required a
clear link between physical damage to the business or industry caused by the disaster and an
applicant’s loss of household income, work, and/or employment regardless of geographic location.
FEMA determined that eligibility for MRA would be expedited for the geographical areas known
as the “Red” and “Green” zones within the declared county in New York City. The zones were
defined to include the area south of Houston Street in the lower part of the Borough of Manhattan.

FEMA reiterated previous guidance and statutory language for implementing the MRA program
in early October 2001. Applicants must have provided the following to be eligible:

» Proof of economic hardship as a direct result of the incident. The applicant’s economic hardship
is defined as “significant loss, at least 29 percent, of the household’s monthly gross income,”
as demonstrated by the provision of supporting documentation;'?

»  Asigned Declaration of Applicant (FEMA Form 90-69D) documenting that the applicant is a
citizen, non-citizen national, or qualified alien;

» A signed Applicant Statement/Authorization (FEMA Form 90-69B);
Proof of pre-disaster primary residence;

vy

Proof that the applicant is at risk of losing, as a direct result of the disaster, the pre-disaster
primary residence via eviction, dispossession, or foreclosure by the landlord or mortgage
company.

Assistance after the initial payment would be continued if the applicant could:
» Prove that the applicant continues to reside in the pre-disaster residence;

» Provide documentation to support the applicant’s continuing loss of at least 29 percent of
household income as a direct result of the incident; and

P Demonstrate that the applicant is working toward securing permanent housing,

As in all disasters, self-employed or business-owner applicants were advised to apply first to the
U.S. Small Business Administration (SBA) for an Economic Injury Disaster Loan before continued
assistance would be considered. The October 2001 guidance established that the application
period would conclude six months after the disaster declaration date and that the MRA assistance
period would not exceed 18 months from the declaration date.

FEMA officials, explaining the guidance, told us that a significant number of individuals outside
New York City and across the nation were experiencing similar financial stress. Many airports

10 According to FEMA officials, the 29-percent threshold was based on the eligibility criteria from the U.S.
Department of Housing and Urban Development’s Section 8 Housing Program at the time of the event. In
November 2001, FEMA modified the figure to 25 percent.
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and businesses, for example, were forced to undergo layoffs as an indirect result of the event. To
clarify MRA eligibility, FEMA added the word “direct” to the phrase “as a result of the disaster”
to highlight the link between the disaster’s actual physical damages to businesses and employers,
and an eligible applicant’s significant loss of household income.

FEMA, in the eligibility definitions in the October 2001 guidance, distinguished a household’s
primary effects from secondary economic effects of the disaster by inserting the word “direct”
before “result of the incident.” This may have created a perception that a more restrictive threshold
was being applied. Households included (1) employees who had lost their jobs at Ronald Reagan
National Airport, (2) families that had lost a major source of household income due to the injury,
death, or missing status of a family member who provided a significant portion of the household
income, (3) individuals who had lost a significant portion, at least 29 percent, of their monthly
gross household income due to the physical damage to their place of business or employment
within the declared disaster area, or (4) employees who had lost a significant portion, at least 29
percent, of their monthly gross household income due to the location of their businesses or place
of employment within the World Trade Center (WTC) hazard area. The decision to include
Ronald Reagan National Airport was consistent with the U.S. Department of Labor’s (USDOL)
decision to provide disaster unemployment benefits for employees at the airport and FEMA’s
understanding of the unique security issues related to this airport.

FEMA issued additional guidance in early November 2001 to clarify the policies and procedures
used in determining eligibility for MRA. This guidance provided that an applicant(’s):

»  Must be under a threat of eviction from or foreclosure of the applicant’s primary residence
due to non-payment of rent or mortgage;

»  Must have substantial loss of income due to the death, injury, or “missing” status of a family
member who provided a significant portion of the household income. A substantial loss of
income is defined as a total post-disaster houschold income that is at least 25 percent less than
pre-disaster household income;

P Employer or business supplied goods or provided services to a physically damaged or
inaccessible business located in or near the WTC or in the Pentagon; or

» Employer or business supplied goods or provided services to a business adversely affected by
the destruction of the WTC or damage to the Pentagon; or that the applicant is otherwise
dependent on a business or industry so adversely impacted; or

» Employer or business is dependent upon a business (or other organization) that was closed or
suspended its operations or was otherwise disrupted as a result of the destruction of the WTC
or damage to the Pentagon; or

» Employer or business was directly impacted by the destruction of the WTC or damage to the
Pentagon between September 11, 2001, and October 22, 2001.

11 These figures reflect applications in various stages of review, including recertification and reclassification based
on expanding criteria. Eligible and ineligible figures, therefore, will not equal total applications at any given
date.
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Figure 1 illustrates the impact on applicant eligibility and ineligibility as FEMA guidance was
clarified.!!

Figure 1— MRA Applications Determined Eligible from September 2001
to December 2001
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FEMA took further steps to clarify and expand eligibility criteria during the period December

2001 to March 2002. These included:

»  December 1, 2001: Clarified that a late notice is acceptable documentation to indicate intent
to foreclose or evict.

B February 19, 2002: Declared disaster victims suffering from medical and/or psychological
trauma eligible to apply for MRA given the unprecedented psychological trauma being
experienced that prevented them from returning to their residence near the disaster area.

P March 28, 2002: Modified duration of MRA eligibility from 18 months after the disaster
declaration date to 18 months from the applicants’ MRA-eligibility date.
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These clarifications did not significantly increase MRA eligibility, as illustrated by the relatively
constant numbers of applications in Figure 2.

Figure 2—-MRA Applications Determined Eligible from December 2001
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IMPACT OF EXPANDED ELIGIBILITY CRITERIA

As the tables above illustrate, a low number of disaster victims were eligible for MRA. A review
of these statistics published in The New York Times on April 26, 2002, generated unfavorable
public opinion. People clearly expected FEMA to address more broadly the economic impact of
the disaster. FEMA subsequently recognized the need to re-evaluate eligibility criteria.

FEMA, in April and May 2002, reviewed all 7,323 MRA applications previously denied. Of
these, 1,625 (22.19 percent) were deemed eligible; 2,607 (35.60 percent) had no change in initial
ineligibility; and additional documentation was requested for 3,126 (42.69 percent).!2 The initial
purposes of this review were to assess guality control and ensure that applications were processed

12 per FEMA records dated July 16, 2002. The total, 100.48 percent, reflects that cases were reported in multiple
categories.
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correctly under the applicable eligibility criteria. Once FEMA determined that most applications
were processed correctly, the review refocused on researching and analyzing the circumstances
of applicants found to be ineligible and develop options for expanding eligibility. Using this
analysis, FEMA explored options for applying new or revising existing criteria to make assistance
more broadly available but still within the intent of its authority. FEMA officials told us that
dialogue was continuous with Members of Congress, the State of New York, the Office of
Management and Budget, volunteer organizations, and advocacy groups as expanded eligibility
was being considered.

At the same time, Congress was considering enacting a bill to establish geographic eligibility for
this event that would expedite assistance to the entire Borough of Manhattan, and directing FEMA
to review previously denied MRA applications using the expanded geographic area. In late June
2002, FEMA expanded the geographic eligibility area to include the Borough of Manhattan.
Congress subsequently enacted the legislation on August 2, 2002. FEMA also discontinued
requiring self-employed or business-owner applicants to apply first to SBA for a loan before
FEMA would consider continued assistance after the initial MRA payment. Applicants must now
meet the following eligibility criteria:

» Be United States citizens, non-citizen nationals, or qualified aliens and sign a self-declaration
form attesting to citizenship/qualified-alien status. If an applicant has a child who is a United
States citizen, the applicant may apply for MRA on the child’s behalf;

P Have suffered at least a 25-percent loss of household income as a result of the WTC attack,
and the loss must conform to one of the following categories:

Employers, or their own businesses, are located in the Manhattan Borough and have suffered
financially due to the WTC attack.

Lost jobs or significant income because the applicants’ employers or businesses not located
in the Manhattan Borough have or had a significant business relationship with a firm in
the Manhattan Borough.

Live in the Manhattan Borough but commute to work outside the Manhattan Borough and
suffered financially due to travel restrictions and station/road closures after September
11, 2001; and

» Received a Jate payment notice (or notice of eviction, foreclosure, or termination of lease) on
their primary residence to demonstrate that they are in danger of possible eviction,
dispossession, or foreclosure.

To continue receiving assistance after the initial payment, applicants must provide proof that

they:

» Continue to reside in the pre-disaster residence;

P Have at least a 25-percent loss of household income due to the federally declared disaster;
and

P Are attempting to re-establish household financial stability.



55

Figure 3 illustrates how the expanded eligibility criteria increased eligibility for MRA.

Figure 3—MRA Applications Determined Eligible under Expanded
Eligibility Criteria

Total MRA Percent of MRA  Total Amount

Total MRA  Applications Applications of MRA
Applications  Determined Determined Assistance
Processed Eligible Eligible Approved
July 15, 2002 11,202 5,147 46% $32,044,32712
August 29, 2002 11,864 6,901 58% $48,516,44714
September 19, 2002 13,115 7,658 58% $55,106,87715
November 14, 2002 15,803 9,610 61% $75,897,25818

These figures, however, may not fully represent the potential universe of MRA applicants. As of
November 14, 2002, FEMA had mailed 44,781 MRA packages to disaster victims, Only 17,843
(40 percent) were returned. Of those, 15,803 have been processed and, of the processed
applications, 9,610 (61 percent) were determined eligible. It is difficult to determine the reasons
why the remaining 26,938 packages were not returned. FEMA mailed letters to these applicants
requesting information so that they could be considered for assistance.

FEMA placed phone calls to applicants that returned incomplete packages and sent follow-up
letters requesting the additional information needed to process their applications. Despite this
follow-up, the return rate seemed low. Applicants may have interpreted “denial” expressed in
their initial MRA grant award letters as complete ineligibility for the program, even in cases
where the denial conveyed the requirement to furnish additional documentation. Advocacy groups
maintain that FEMA’s outreach did not adequately convey the changing eligibility criteria. Another
explanation may be that the initial assistance provided by the overwhelming outpouring of resources
was meeting individual needs.

FEMA translated all MRA forms and letters into seven languages, distributed fliers describing
the programs and expanded eligibility, and provided registration information. FEMA brochures,
Questions & Answers, and website pages dedicated to individual assistance also were translated.
Advertisements were placed in 26 foreign-language newspapers in August and September of
2002. In addition, FEMA used a contracted service for a "language line" for people calling into

13 FEMA Texas National Processing Service Center, “Special Summary Report,” Mortgage and Rental Assistance,
July 15, 2002.

14 FEMA Texas National Processing Service Center, “Mortgage and Rental Assistance Determination Summary,”
August 29, 2002.

15 FEMA Texas National Processing Service Center, “Mortgage and Rental Assistance Determination Summary,”
September 19, 2002.

16 FEMA Texas National Processing Service Center, “Mortgage and Rental Assistance Determination Summary,”
November 14, 2002.
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the 800 teleregistration number. This enabled one-on-one personal contact in up to 157 different
languages. Advocacy groups believed FEMA’s outreach, despite these efforts, was not adequate
to overcome language barriers for the portion of the population in the Manhattan Borough who
spoke little or no English.

Furthermore, advocacy groups assert that assistance was impeded by applicants’ difficulty in
producing adequate documentation to demonstrate loss of income, place of residence, and/or
place of employment, which is required in all disasters, in cases where there were:

No record of earnings;

Lack of cooperation from employers;

Lack of cooperation from landlords because of cash payments;

Lack of cooperation from landlords because of rent control and rent subsidy considerations;

A sublease of applicant’s residence with no formal lease document; and/or

vvyVvyYVYyYVYyYy

Misunderstanding of FEMA’s requests for documentation in cases where applicants did not
speak English as their primary language.

FEMA’s goal is to balance the need for adequate documentation to prevent fraud against unusual
questionable circumstances, such as a “cash economy” where there are no records of salaries paid
or rent collected. This balancing required FEMA to consider the possibility that such practices
are designed to evade income taxation and create a situation that is ripe for fraud and abuse.
Based on feedback from the advocacy groups, FEMA nevertheless reviewed documentation
requirements, simplified and streamlined forms, and created new procedures to ease the burden
of proof in instances of cash-exclusive arrangements.

As with all disaster victims, including lower-income applicants, the availability of MRA was
restricted if the applicant (1) had pre-disaster arrears in rental and/or mortgage payments, and/or
(2) did not meet the 25 percent loss-of-income threshold. Even though a loss of less than 25
percent of income could still yield devastating results for many of these individuals, MRA was
not available to them.

Finally, MRA also is not available to applicants who have relocated from their pre-disaster
residence. According to the Stafford Act, an applicant may be eligible because of “written notice
of dispossession or eviction from a residence by reason of a foreclosure of any mortgage or lien,
cancellation of any contract of sale, or termination of any lease, entered into prior to such disaster.”
This disaster presented situations in which relocation took place and financial hardships still
existed. Some applicants relocated due to (1) an inability to continue living in the affected area,
or (2) the need to obtain housing commensurate with their post-September 11, 2001, financial
status. FEMA established guidance in October 2002 that would enable these applicants to receive
MRA.

Figure 4 illustrates the volume of MRA applications and eligibility determinations made through
September 2002, including the rise in applications found eligible.
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Figure 4—MRA Applications Determined Eligible from October 2001
to September 2002

3,500

= Total MRA Applications

-« = Total MRA Ineligible Applications

3,000 - &+ Total MRA Eligible Applications
2,753 |~.0m- Total MBA Applications Withdrawn

2,500
0w
& 2,000
5
2
=1
£ 1500
1,000
IS rd
;S .. 516 LN, ’
435 /¢ oy N\ 423/
50 g Vol Mo’
0. 83
0 2% i 2 Y : ] : 7 : -—I-’-O }
11-Oct01  11-Dec-01 11-Feb-02 11-Apr-02 11-Jun-02 11-Aug-02
to to to to to to

10-Nov-01  10-Jan-02 10-Mar-02 10-May-02 10-Jul-02 10-Sep-02

Source: VA NPSC Data, September 2002

Although positive strides were made in implementing MRA, there is a need to examine how to
address individual economic loss from a terrorist attack or other catastrophic events that result in
widespread economic disruption. Specifically, the following characteristics need to be considered
in developing a program that addresses economic loss and financial hardship:

P Distinguishes between physical and economic loss;

» Has fair and equitable eligibility criteria and operational procedures and does not appear
arbitrary:

» Reaches diverse ethnic populations in dense urban areas to provide assistance in a timely
fashion;

» Simplifies documentation requirements and addresses the inability of some disaster victims
to produce traditional documentation of ability to pay a mortgage or rent;

P Recognizes the hardships of extremely low-income populations by developing a comprehensive
mechanism to define “economic loss” and “financial hardship” in relation to victims’ ability
to pay rent or mortgage;
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P Distinguishes clearly between pre- and post-disaster economic conditions;
P s flexible in defining the time period during which assistance will be provided; and

P Iseasy to implement even though infrequently used and does not require specialized training.

In summary, the MRA program, if reinstated, could continue to meet a fairly narrow economic
need but would still require legislative revision to make it less complicated to administer. A
broader, more flexible program, however, would more appropriately meet the range of economic
losses experienced after events such as the September 11 terrorist attacks. FEMA should explore
such a program with Congress. In doing so, Congress may wish to consider studying other
existing mechanisms within the Federal Government as possible vehicles through which broader
assistance could be provided.
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STATE CAPABILITY TO IMPLEMENT

THE IFG PROGRAM

New York State has statutory responsibility for administering the IFG program. FEMA believes
that few administrative problems would have existed but for the decision to reimburse applicants
for costs related to air quality. Once that decision was made, without sufficient consideration of
the potential workload it would create, delays were encountered.

The Governor of New York assigned to the State Department of Labor (NYDOL) responsibility
for implementing and managing the program. The Commissioner of Labor assigned to the NYDOL
Inspector General, responsibility for
developing the State’s IFG staffing plan,
determining the sources of staff, and
managing the day-to-day IFG program
activities. The State initially assigned 10
permanent and 50 temporary employees to
process applications for assistance and to
answer telephone and written inquiries about
the program. Until the decision was made
to include air quality items, which resulted
in an unusually high number of applications,
the State had not experienced any major
difficulties in administering the IFG
program.

The State received 20,786 applications and handled an unknown number of inquiries during the
first six months following the event.!? Various advocacy groups believed that the State’s initial
promotion of the IFG program to address unmet needs of disaster victims raised expectations.
However, after applicants learned of the program’s eligibility criteria established by FEMA, which
include first applying insurance receipts and seeking SBA assistance to address recovery needs,
many felt disenfranchised and an unfulfilled sense of entitlement. This may have contributed to
a decline of new IFG applications. The State believes, on the other hand, that the decline is more
likely attributable to the assistance provided by the various nonprofit organizations. The State, as
a result, reduced staffing to 30 employees in March 2002.

In June 2002, the consequences of the decision to include air quality devices as eligible in all five
boroughs began to materialize. Some local businesses became aware that the program covered
air conditioners, air filters, air purifiers, and high efficiency particulate air (HEPA) vacuums, and
they began circulating flyers that encouraged individuals to purchase the items and request

17 FEMA Virginia National Processing Service Center report, “Special Report on Applications by Month,” November
1,2002.
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reimbursement from FEMA. The latter three items had been added as eligible under the IFG
program in late October 2001 and were advertised by FEMA in November 2001. The State, in
March 2002, added assistance, in consuitation with FEMA, for repairing or replacing window
air-conditioning units that were damaged as a direct result of the disaster.

Even though FEMA and the State had authorized coverage for these items before June 2002, the
number of applications received to that point was minimal. Applications for IFG assistance rose
sharply in June 2002, however, as applicants requested assistance for the air quality items. FEMA
believes the increase in new applications coincided with public announcements being made by
the U.S. Environmental Protection Agency (EPA) regarding the poor air quality in the City and
the need for air-conditioning and related items because of the unusually warm spring and early
summer. The State believes the surge in new applications coincided with the closing of the non-
profit programs. FEMA received an average of 7,660 applications per month from June to August
2002 for air-quality items. Applications for [FG assistance typically do not spike at this point in
the recovery phase.

FEMA inspects applicant residences in the initial recovery phase of a disaster to verify damages
to real and personal property and identify transportation issues. Rather than authorize assistance
for air-conditioners under the personal property category, FEMA authorized it in the “other”
category. FEMA then decided in March 2002 that it would not be cost effective for inspectors to
verify damage to a single property item. Instead, the State implemented a self-certification process
requiring applicants to describe the circumstances associated with the repair or replacement of
the property item and to submit supporting receipts. This decision, combined with publicity from
vendor promotion, also contributed to the historically high number of IFG applications submitted
months after the event. This may have increased the likelihood of fraud and abuse.

The unanticipated increase in applications received after June 2002 also may be related to two
other decisions regarding assistance for air-quality items. First, assistance was made available to
all households in the five boroughs of New York City. The broad geographic eligibility was not
related to the areas of actual impact. A better model might have been to limit eligibility to the
same areas identified by EPA and the New York City Department of Health for purposes of the
apartment cleaning and testing program. If the IFG program and the EPA testing and cleaning
program had worked more closely together in terms of geographic eligibility, the program would
have had reasonable and justifiable boundaries. Second, as a result of concerns expressed by
certain advocacy groups, applicants were allowed to certify that they were unable to pay for the
air-quality items (costing as much as $1600). Funding was advanced to those applicants and they
were requested to provide receipts after purchase. There were few limitations placed upon who
could qualify for this “unable to pay” option. This may also have increased the likelihood of
fraud and abuse.

When the number of IFG applications rose in June 2002, the State assigned additional staff and
authorized overtime in June, July, and August. The State’s staff, however, was unable to process
the applications and timely answer additional telephone and written inquiries from applicants
seeking assistance. The State had processed only 28,122 (55 percent) of the 50,968 applications
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received as of August 23, 2002.'% A FEMA team began working closely with the State staff to
analyze the reasons for delays and develop corrective actions. The following recommendations
were developed with the support of State staff and accepted by State program management on
August 29, 2002:

» Convert the paper-based information-management/case-processing system to an electronic,
digitized database in which case information needed for processing and responding to inquiries
would be available to all FEMA caseworkers.

P Refer all incoming telephone inquiries to FEMA National Processing Service Centers,
increasing the number of State staff available to resolve pending caseload.

P Make eligibility determinations while answering telephone inquiries at the National Processing
Service Centers to the fullest extent possible.

» Eliminate paper registrations by providing for efficient, online registration in the Worth Street
Disaster Application Center.

» Streamline redundant processing procedures.

FEMA, in September 2002, began assisting the State to implement these corrective actions, The
number of applications not processed nevertheless continued to increase. As of November 1,
2002, 106,342 IFG applications were received; 70,754 were processed; and 35,588 were pending;
however, 33,144 of the pending cases wete awaiting additional information from the applicant.!?

Applications for assistance under the IFG program remain higher one year after this event than
they did after one month. Figure 5 illustrates the trend.

Figure 5—Individual and Family Grant Applications through September 2002

18,000
16,000
14,000
12,000
10,000
8,000
6,000
4,000
2,000 ‘

Applications

Source: VA NPSC Data, November 2002

18 FEMA, “IFG Cumulative Status Report,” August 26, 2002.
19 FEMA, “IFG Cumulative Status Report,” November 1, 2002,
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The increase in applications was neither anticipated by the State nor could it have been predicted.
To prevent the recurrence of this situation in future, similar events, FEMA should (1) work with
States electing to administer the new Individual and Households Program?® to ensure that State
contingency staffing plans can adapt to fluctuations in applicant activity; and (2) limit assistance
for personal property whenever eligibility is determined without verification by inspection to
disaster-related necessary expenses or serious needs that cannot be met by other insurance,
government, and volunteer agency programs.

2 DMA 2000 repealed Temporary Housing Assistance and the Individual and Family Grants programs and combined
them into the Individual and Households Program.



63

INTERAGENCY COORDINATION

CHALLENGES

Responsibilities shared among FEMA, EPA, and the U.S. Department of Justice (DOJ) Office for
Victims of Crime were not defined clearly enough to distinguish roles and establish the sequence
of delivery of assistance. Recovery from the September 11 event highlighted the need for advance
agreements regarding shared roles and responsibilities among key agencies likely to respond to
future events.

RESPONSE TO RESIDENTIAL AIR QUALITY, TESTING,
AND CLEANING REQUIRES MORE COORDINATION

According to the Federal Response Plan, FEMA’s respoasibility to coordinate recovery from
disasters declared by the President is to supplement, not supplant, State and local efforts. FEMA
had not coordinated an indoor contaminant-cleaning effort during disaster recovery before
September 11.

EPA’s mission assignment from FEMA for this disaster initially included monitoring outdoor air
quality by setting up stationary monitors in various locations in conjunction with the New York
State Department of Environmental Conservation; vacuuming streets, parks, and other public
areas in coordination with the
New York City Office of
Emergency Management; and
setting up wash stations for
workers and vehicles that hauled
debris from the WTC site. EPA
also assisted with the safety of first
responders working at Ground
Zero by providing personal
protective equipment.

EPA was aware, based on its work
in the aftermath of the 1993 WTC
terrorist bombing, that the WTC
towers contained asbestos
material. Neither FEMA nor New York City officials, however, initially requested that EPA test
or clean inside buildings because neither EPA nor the New York City Department of Environmental
Protection (NYCDEP) could identify any specific health or safety threat. EPA nevertheless advised
rescue workers early after the terrorist attack on the WTC that materials from the collapsed buildings
contained irritants, and advised residents and building owners to use professional asbestos
abatement contractors to clean significantly affected spaces. Directions on how to clean the
exterior of buildings affected by dust and debris were provided to building owners by NYCDEP,
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and directions on how to clean interior spaces were provided by the New York City Department
of Health.

Notwithstanding EPA’s initial efforts, concern continued about environmental quality inside
residences. Much of the criticism for lack of Federal assistance in cleaning interior residential
spaces was directed at EPA. Therefore, EPA established an Indoor Air Task Force in February
2002. This Task Force, composed of representatives from Federal, State, and local agencies
including FEMA 2! considered indoor environmental issues and provided advice and counsel on
potential health consequences in affected residences. A Mayor’s Task Force was also created to
review similar issues. Eight months after the disaster, in May 2002, based on the recommendation
of these Task Forces, EPA, FEMA, and NYCDEP jointly announced a testing and cleaning program
for residences in the lower part of the Borough of Manhattan. FEMA would fund the cleaning
and testing program through NYCDEP pursuant to Sections 403 and 407 of the Stafford Act to
hire contractors to test and/or clean residential interiors as a “debris removal” project and EPA
staff would implement the program.

More than one year after the event, residents continue to seek information about and assistance
with pollutant testing and cleaning their dwellings. On the recommendation of EPA, on August
16, 2002, the initial registration deadline of September 3, 2002, to request testing/cleaning was
extended twice to December 28, 2002. Although many State and local officials and residents
expressed satisfaction with the extended deadline, others remain critical of cleanup efforts.
Residents expressed frustration in open forums with difficulties in obtaining program information
orregistering for assistance. They also expressed dissatisfaction with delays and a lack of systematic
interior cleaning, and concern that some building managers responsible for common areas have
not applied to have buildings tested and/or cleaned. An August 2002 survey conducted by the
Office of the Manhattan Borough President indicated that 75 percent of the 700 residents
in the Manhattan Borough who responded believed the air still contained toxins.

The demand for testing or cleaning has been low despite the continuing public perception that air
quality remains an issue. Of an estimated 20,000 apartments in the lower part of the Borough of
Manhattan potentially eligible, approximately 4,800 residents, as of October 2002, have requested
cleanup. Approximately 1,150 have selected a “test only” option, under which NYCDEP and
EPA test a residence for the presence of asbestos and clean up only if asbestos is detected at a
hazardous level.Z2 NYCDEP and EPA began cleaning apartments in mid-September 2002, and
138 have been cleaned and found free of hazardous asbestos levels. NYCDEP and EPA also
reported that they completed 108 “test only” residences, three of which contained dangerous
asbestos levels.

2l The Indoor Air Task Force was composed of representatives from the EPA, FEMA, USDOL Occupational
Safety and Health Administration, U.S. Department of Health and Human Services Agency for Toxic Substances
and Disease Registry, N.Y. State Department of Health, N.Y. State Department of Environmental Conservation,
N.Y. City Department of Health, N.Y. City Department of Environmental Protection, N.Y. City Mayor’s Office
of Environmental Coordination, and N.Y. City Office of Emergency Management.

22 New York Committee for Occupational Safety and Health, “NYCOSH Update on Safety and Health Archive,”
October 30, 2002.
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Neither FEMA nor EPA traditionally has been involved in testing and cleaning private residences.
Neither agency is specifically authorized to provide such services. However, when a poteniial
health and safety threat was identified and New York officials documented that interior testing
and cleaning would beneficially impact the City’s economic recovery, FEMA used its debris
removal authorities under the Stafford Act to provide the necessary funding. Though the entire
New York public cannot be serviced, the low level of applications for cleaning and testing, along
with the low number of residences found with dangerous asbestos levels, may indicate that FEMA
and EPA have addressed the need, or that individuals already have taken the initiative to clean
their residences.

FEMA and EPA entered into two interagency agreements before the interior cleaning/testing
project was instituted. The purpose of these agreements was to help verify the existence of health
and safety issues associated with WTC dust. FEMA agreed to reimburse EPA for:

3 INDOOR AIR QUALITY/INTERIOR CLEANING STUDY

This agreement was executed on June 6, 2002. As many as seven contaminants of potential
concern may have spread into buildings as a result of the collapse of the WTC buildings.
EPA initiated a cleaning study to evaluate the different types of cleaning procedures that are
effective for removing the contaminants. A final report is due on January 30, 2003.

2 BACKGROUND SAMPLING

This agreement was executed on June 12, 2002. Most, if not all, of the pollutants were
present in New York City’s environment before the disaster. EPA is collecting and analyzing
additional indoor samples to determine the presence of potentiaily harmful contaminants in
several buildings that were not affected by the collapse of the WTC buildings. The results of
these activities will establish baselines for the presence of contaminants in affected residences
and buildings, as well as support decisions about cleanup levels to address future threats to
public health and safety. A final report was due on November 30, 2002.

The program to test and clean residences in lower Manhattan did not commence until months
after the disaster. Although FEMA has the responsibility to coordinate recovery from presidentially
declared disasters, FEMA must depend on the particular expertise of EPA in circumstances
involving possible air contaminants or environmental hazards. EPA must confirm that such hazards
constitute a public health and safety threat before FEMA can provide funding for emergency
response. FEMA should be more proactive in requesting EPA to conduct necessary testing and/
or studies to determine if a public health or safety threat exists in future, similar disasters so that
cleaning efforts can begin much earlier in the recovery phase. FEMA also should address the
roles of State and local agencies in such circumstances, as consultation with these agencies would
provide useful information in review or evaluation.
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DEPARTMENT OF JUSTICE ASSISTANCE MIRRORS
COMPONENTS OF FEMA'’S CRISIS COUNSELING
AND INDIVIDUAL AND FAMILY GRANTS PROGRAMS

Because the September 11 terrorist attack sites were presidentially declared disasters resulting
from criminal actions, both FEMA and the DOJ’s Office for Victims of Crime (OVC) had authority
to provide victim assistance. FEMA’s Crisis Counseling Assistance and Training Program (CCP)
providers found it necessary to offer support services that went beyond the normatl levels of CCP
mental health programs. Too many entities were involved at the outset to ensure coordination and
avoid potential confusion of services provided to victims.

3 GEOGRAPHIC AND L0OsS CATEGORIES OF NEEDS

CCP assistance may be provided to individuals residing or located in the declared area at the time
of the disaster, Because of this disaster’s effects on families, relatives, and friends living outside
these areas, however, CCP grants were awarded under the New York disaster to Pennsylvania,
Massachusetts, New Jersey, and Connecticut as well as the declared areas of New York. Each of
these States applied separately for CCP assistance.

FEMA’s funding for the CCP led to the creation of Project Liberty, an umbrella for CCP providers
in New York State under which a majority of services were delivered. Project Liberty’s Immediate
Services Program provided short-term outreach, education, crisis counseling, and referrals to
longer-term mental health services. Project Liberty’s Regular Services Program goals were to
assist “those most impacted by the disaster to recover from their psychological reactions and
regain their pre-disaster level of functioning” 2 and “to enhance resiliency in impacted individuals,
families, and communities and thereby reduce suffering, improve functioning, and help prevent
psychopathology.”2*

Classifications of loss categories were incorporated into a formula estimating disaster mental
health needs and using an “at-risk multiplier” developed through research by the Center for Mental
Health Services (CMHS). Standard categories include dead, hospitalized, non-hospitatized injured,
homes destroyed, homes with major damage, homes with minor damage, and disaster unemployed.
States may add or subtract classifications as they see fit in planning for counseling services. New
York made a detailed, event-specific list of categories of victims, including rescue and recovery
workers from the public and private sectors; individuals employed in and around the WTC towers
who either escaped, were evacuated, or had not been on site at the time of the disaster; and at-risk
individuals who were most likely to experience trauma from the event due to their age or disability.
Figure 6 illustrates the categories of victims needing services.

23 New York State, Regular Services Application, “Executive Summary,” January 2002,
24 New York State, Project Liberty Strategic Goals and Objectives for the Regular Services Program, July 2002.
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Figure 6—Categories of New York State Victims Targeted for Counseling
Services After September 11, 2001
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Source: New York State, Regular Services Application Conditions Response, June 2002

1 DEPARTMENT OF JUSTICE AUTHORITIES COMPLIMENT
FEMA AUTHORITIES

The September 11 incidents uncovered potential DOJ-FEMA overlaps in some programs covering
disaster areas that are also crime scenes. FEMA’s CCP program funds crisis counseling and IFG
program reimburse victims of disasters for medical, dental, and funeral expenses. The Victims of
Crime Act of 1984, as amended (42 United States Code §10603), authorizes DOJ’s OVC to provide
financial assistance to victims of federal crimes and of terrorism and mass violence in the form of
(1) grants to State crime victim compensation programs to supplement State funding for
reimbursement of the same out-of-pocket expenses, including mental health counseling, and
(2) grants to State victim assistance agencies in support of direct victim services, i.e., crisis
counseling, criminal justice advocacy, shelter, and other emergency assistance services.

OVC awards discretionary grants to State crime-victim assistance agencies. The funds are then
sub-granted to community agencies and non-profit organizations. For-profit organizations and
individual service providers are not eligible to receive this assistance. The grantees must use
Victims of Crime Act funds only for direct victim services and may include social service and
other public mental health agencies, hospitals, emergency medical facilities, religious-affiliated
entities, and other groups. In addition, OVC received an appropriation earmarked by Congress to
support counseling programs for victims, family members of victims, and rescue workers who
responded to the September 11 terrorist attacks.
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Victims are also reimbursed by the State victim-compensation agency for out-of-pocket medical
expenses not covered by insurance, including counseling costs. Statistically, fees to hospitals,
doctors, and therapists usually comprise well over half of the amounts paid to victims of crime.
After the September 11 event, however, reimbursements for mental health counseling by the New
York State Crime Victims Board were minimal. The vast majority of Victims of Crime Act
reimbursements were for lost wages and support, such as earnings, child support, alimony, and
disability insurance. This pattern may have been due to the many free counseling resources that
were being offered.

All FEMA compensation programs are “payers of last resort,” meaning that any collateral sources
of payment to the victim, such as medical or auto insurance, employee benefit programs, Social
Security, Medicaid, or other public benefit program, must be used first. The volume of individuals
seeking assistance and the number of organizations responding to the September 11 event made it
difficult to determine the primary sources of assistance.

FEMA, OVC, and DOJ’s Executive Office for United States Attorneys subscribed to a Letter of
Intent in October 1996 to ensure that victims receive needed services and information and to
articulate services needed in responding to catastrophic federal crime. FEMA officials told us
that verbal agreement had also been reached soon after September 11 between DOJ and FEMA
on the sequence of delivery of services. Expenses related to medical, dental, and funeral services,
for example, were to be covered by DOJ rather than the IFG Program.

The Letter of Intent should serve as the foundation for future cooperative activities but more
detailed and comprehensive guidance is necessary to ensure that services delivered to disaster
victims who are also victims of crime are appropriate, consistent, and not duplicative. These
objectives could be accomplished through a Memorandum of Understanding between FEMA and
DOJ’s OVC that formalizes the relationship, the responsibilities and authorities to be applied,
programs, time frames, and sequencing when a disaster is also a crime scene.

4d CCP PROVIDED ADDITIONAL REFERRAL SERVICES

The recovery needs of disaster victims may involve physical, structural, and economic issues in
addition to mental health. Although counseling other than mental health is outside the scope of
the CCP, counselors nevertheless played a pivotal role in assisting victims to address other needs.
The number of referrals for non-counseling assistance needed by victims in this disaster was
greater than usual because of the large number of people affected, the many organizations providing
various types of assistance, the significant ethnic and linguistic diversity in the affected
communities, and the frequently changing list of available assistance. In addition to providing
mental health service, some mental health counselors assisted in completing victims® financial
forms and translated instructions and procedures for applying to various programs as well as
referring victims to disaster services available through FEMA teleregistration; State and voluntary
agencies such as the American Red Cross, Salvation Army, Interfaith Disaster Recovery Services;
and Unmet Need Committees. It is appropriate for mental health counselors to participate to
some extent in activities that help ensure coordination of comprehensive services but it is outside
CCP guidelines for counselors to assume a central role in obtaining or coordinating the services.
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The New York State Crime Victims Board confirmed that non-counseling assistance was a primary
need of victims. Crime-victim compensation programs depend largely on the professionals who
daily provide medical and counseling services to make victims aware that financial assistance is
available. The victim compensation programs typically expend considerable effort to train
professionals for this additional responsibility.

O MANY ENTITIES PROVIDED COUNSELING-TYPE ASSISTANCE

Numerous organizations, ad hoc groups, and voluntary agencies counseled victims. Irrespective
of how well intentioned these ad hoc providers may have been, a significant number of victims
may have received inaccurate or, possibly, even harmful services from individuals not certified,
licensed, or otherwise sanctioned by the State to provide mental health services. These individuals
may not have received appropriate training or oversight regarding the mental health needs of
disaster victims, or the appropriate services, methods, and resources available under the incident
command structure. New York attempted to coordinate with providers through FEMA; however,
providers rarely shared detailed information on eligibility requirements, types and amounts of
assistance being provided, qualifications of the providers, and data collected.

Among the primary goals of Project Liberty are developing reliable referral resources, establishing
links among mental health service providers, and using resources efficiently. Project Liberty
officials continue to work to ensure that the services provided to the disaster victims and their
families are appropriate, timely, and non-duplicative.

1 SHORT-TERM COUNSELING VERSUS LONGER-TERM MENTAL
HEALTH NEEDS

New York stated in its application for CCP assistance that research suggests that victims of
intentional events, such as terrorism, have higher rates of psychological distress than those who
have experienced “natural” events. FEMA's resources are directed toward short-term assistance.
Program limitations are placed on the provision of medication, hospitalization, long-term therapy,
childcare, transportation, fundraising activities, advocacy, and case management. DOJI’s assistance
also is generally limited to a maximum of 4 years.

It is too early in the recovery process to tell how effective these interventions may be in precluding
longer-term psychological difficulties. There is a public perception that FEMA should be providing
assistance for as long as it will take victims to recover but FEMA funds are emergency in nature.
Other Federal entities, such as HHS’s CMHS, fund more long-term endeavors. CMHS has been
proactive and is already funding and studying the Jong-term mental health needs stemming from
this event.
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COORDINATION WITH

VOLUNTARY AGENCIES

FEMA is authorized by the Stafford Act to coordinate the activities of voluntary agencies
(VOLAGS) to the extent that they “agree to cooperate under this advice or direction.” FEMA
exercises its lead responsibility in an environment of consensus that allows the VOLAGS to carry
out their missions in a coordinated manner. Working arrangements with established organizations
that are normally involved in providing disaster assistance are made in advance.

VOLAGS typically provide immediate emergency assistance to victims, FEMA addresses short-
and long-term recovery needs, and, near the end of the recovery cycle, VOLAGS address victims’

- . unmet needs. After the September 11
terrorist attacks, individuals donated time,
resources, and money in record volumes
to a large number of VOLAGS. The
overwhelming generosity and rapid influx
of cash donations likely contributed to the
ability of VOLAGS and other groups to
provide higher levels of assistance. Since
so many VOLAGS, ad hoc organizations,
and other entities not traditionally in the
sequence of delivery were distributing
assistance, it was difficult to collect
accurate information necessary to
understand the scope of assistance being
provided.

FEMA, attempting to bring order to the
chaos created by the multitude of voluntary
organizations, developed a matrix of
various government and non-government
entities. At one point, this matrix included
over 100 organizations and was used to
identify their contributions to disaster recovery efforts and the types of assistance provided. FEMA
validated the information and became familiar with the kinds of assistance being offered so that
staff could make informed referrals. FEMA believes that this information was used widely by the
media as an authoritative guide to assistance available, and the matrix was distributed and used
nationwide. In spite of these efforts, FEMA was not able to ensure that all voluntary agencies
were coordinated appropriately.

FEMA is required by the Stafford Act to ensure that benefits are not duplicated among disaster
programs, insurance benefits, and/or any other types of disaster assistance. Historically, FEMA
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has not considered the assistance of voluntary agencies to be duplicative under normal disaster
conditions. In response to this event, however, VOLAGS far exceeded their traditional role in the
provision of assistance. FEMA, to ensure timely assistance to victims, decided to activate its own
IA program and to treat VOLAG and other non-governmental assistance as non-duplicative as it
related to the events of September 11. FEMA determined that VOLAGS and ad hoc agencies
were making one-time grants or lump-sum payments that covered more than one type of assistance
and could be judged as “gifts.”

Although FEMA works extensively on an ongoing basis with VOLAGS to coordinate assistance,
FEMA has found that the effort involved in identifying and quantifying the variety of sources of
VOLAG assistance in its many forms, is not cost-effective for the purpose of avoiding duplication
of benefits on a case-by-case basis. Furthermore, many organizations are reluctant to share client
information with other VOLAGS, let alone the Federal Government. Had FEMA expended the
resources necessary to fully identify and quantify such assistance after September 11, the timely
provision of urgently needed assistance would have been delayed. FEMA acknowledges, however,
that some people may have received assistance for similar losses from more than one source.

Regardless of FEMA's decision to not identify and quantify voluntary agency assistance on a
case-by case basis, the potential that duplication occurred does exist although the nature and
amount of duplication remain unknown. FEMA needs to be better able to anticipate the proactive
role non-governmental organizations will play in disaster recovery operations and attempt to
coordinate relationships with those organizations through protocols such as Memorandums of
Understanding to alleviate the potential for duplicating benefits. The General Accounting Office
(GAO) has also emphasized the need to improve coordination among charities and between
charities and FEMA 25

25 GAO draft report, “More Effective Collaboration Could Enhance Charitable Organizations’ Contributions in
Disaster,” December 2002.
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PERCEPTION OF

OUTREACH SHORTFALLS

Some members of Congress and advocacy groups remain critical of FEMA's efforts to inform
disaster victims about assistance despite an outreach program that was the most comprehensive
in FEMA history. Program adjustments made during recovery and ethnic and linguistic diversity
within the affected communities
challenged FEMA significantly. Critics

laim that outreach shortcomings may
explain why some eligible individuals still
have not been informed about assistance
available or how to apply.

FEMA deployed Community Relations
Teams (107 FEMA members and 32 DOJ
outreach workers at peak) that distributed
disaster assistance information door-to-
door, manned FEMA’s HELPLINE and
 toll-free registration line, and staffed
Disaster Assistance Service Centers to
disseminate information in 17 languages. These efforts were made to ensure that all victims had
information about assistance with housing, transportation, damage to personal property, business
losses, or loss of employment earnings. FEMA also conducted an extensive advertising campaign
that included:

» Distribution of public service advertisements to all network stations, cable operators, and
more than 500 daily and weekly newspapers serving the metropolitan New York area promoting
IA programs;

P Placement of paid advertisements promoting the expanded MRA eligibility criteria in six
daily mainstream newspapers, seven community newspapers, and 26 foreign-language
newspapers;

P Distribution to radio stations in the New York metropolitan area of public service advertisements
promoting the expanded MRA eligibility criteria in six languages;

P Placement of MRA advertisements and articles in newsletters of various agencies, including
the United Services Group, Downtown Alliance, and the 9/11 Families Coalition; and

» Placement of posters advertising the MRA program and the expanded eligibility criteria in
ferries, ferry terminals, and Port Authority Trans-Hudson (PATH) stations in New York and
New Jersey.

FEMA also developed program brochures in several languages, including MR A-specific brochures
in seven languages. Brochures were distributed at community meetings, FEMA’s Applicant
Assistance Center, and through voluntary agencies.
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FEMA, recognizing the unique needs of the New York area, employed many non-traditional
means to encourage individuals having disaster-related needs to register for assistance. These
included establishing links to FEMA’s website from myriad websites, posting the teleregistration
number on the Madison Square Garden and NASDAQ marquees, and developing partnerships
with newspapers to distribute copies of the Disaster Assistance Guides that included specific
information for victims affected by the September 11 attack.

Following the expansion of the MRA eligibility criteria, FEMA created an extensive collection of
information on its website, www.fema.gov, with a direct link to MRA information. FEMA
developed a Question & Answer section, translated into seven languages, and posted sample
application forms to help applicants better understand the process.

FEMA regularly briefed New York congressional and legislative staffs and trained staffs of
community-based organizations and voluntary agencies to distribute information to their
constituency groups. An unprecedented intergovernmental outreach effort was undertaken that
consisted of regular updates and briefings for the borough presidents, the City Council and its
many members and committees, and various community boards.

Some in Congress and various advocacy groups nevertheless cited shortcomings, including failures
to disseminate information to large groups, to explain available programs adequately, and to tailor
information to the ethnic and linguistic diversity in affected communities. For example, FEMA
began some advertising of IA programs late in the recovery phase. Advertisements were placed
in foreign press papers in August 2002, in mainstream papers in November 2002, and on buses
and subways in December 2002. New York City Council staff members stated that it continues to
be difficult to find out what FEMA programs are available and how they apply to the specific
circumstances of victims. New York City officials also stated that FEMA’s outreach inadequately
distributes information about programs that are constantly changing.

The New York delegation has continually called for broader outreach and better explanations of
programs, as well as better explanations of how expanded MRA guidelines apply to victims’
circumstances. In addition, advocates following implementation of the MRA program could not
access current and accurate information; therefore, it is possible that some disaster victims remain
unaware of their new eligibility and, thus, have not applied.?6 Finally, anecdotally, we were told
that FEMA employees answering the HELPINE resisted providing information to victims. The
groups who remain critical said that their constituents complained that FEMA disseminated
complicated, confusing, and conflicting information about IA programs. This may be reflective,
however, that these programs are complicated and in an attempt to reach as many people as
possible, FEMA may not have been able to always convey the various eligibility requirements for
each program

FEMA'’s outreach shortcomings may have led, for example, to misunderstanding the Disaster
Unemployment Assistance (DUA) program. USDOL provided DUA liberally and allowed for

26 The Urban Justice Center, Ripple Effect—The Crisis in NYC’s Low-Income Co ities After September 11th,
September 2002.
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(1) disaster unemployment benefits to a broader range of survivors than in the past,
(2) extraordinarily long application periods, (3) more flexible documentation standards, and
(4) a 13-week extension in the duration of benefits. DUA program assistance nevertheless may
not have met applicant expectations. Numerous advocacy groups stated that eligibility was unjustly
limited or that improper processing excluded eligible applicants.

Federal regulations provide that decisions to deny benefits be scrutinized to ensure that maximum
assistance is consistently delivered. Because this event involved an historically disproportionate
denial rate, USDOL officials examined the records maintained by New York State to determine if
denial decisions were consistent with guidelines and regnlations. The examination revealed that
denials did fall within acceptable parameters. Most denials appear to have resulted from
misinformation or misunderstanding about eligibility or the specific benefits covered, and/or the
application process.

Many groups praised FEMA for attempting to reach non-English-speaking communities by
distributing multilingual brochures about assistance programs. They believe, however, that FEMA
should go further to reach communities by placing additional multilingual advertisements in
subways, buses, newspapers, radio, and other venues. The groups also stated that FEMA must do
more to assist non-English-speaking applicants in completing various applications. These
applicants were not informed in their native language about available assistance and became
frustrated with the application process. Because of language differences, a universe of potential
applicants having legitimate needs may not have been fully addressed.

To avoid this situation in the future, FEMA should undertake the following much earlier in the
recovery phase of a disaster: (1) broaden its outreach capability to provide current brochures in
multilingual formats that define IA programs and eligibility criteria, (2) better inform non-English-
speaking victims about IA programs, and (3) assist non-English-speaking victims in applying.
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UNMET NEEDS

Several gaps in authorizations appear to exist for FEMA and other Federal agencies to address
recovery needs of certain individuals and businesses. We believe these gaps may be of concern in
future disasters.

FEDERAL PuBLC BENEFIT CLASSIFICATION LIMITS
IA ELIGIBILITY

Title IV of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 requires
that Federal public benefits be provided only to United States citizens, non-citizen nationals, and
qualified aliens. Under Title 1V, the following FEMA IA programs authorized by the Stafford Act
are considered Federal public benefits:

» Temporary Housing Assistance

» Unemployment Assistance

» Individual and Family Grants Programs
P Food Coupons and Distribution

Temporary Housing Assistance and the IFG program have been repealed and combined into one
grant program, the Individuals and Households Program, under DMA 2000. This new program
falls under the Federal public benefit standard.

The recipient limitations imposed by the Federal public benefit standard do not apply to some
types of post-disaster assistance. Any victim may receive short-term, non-cash, in-kind emergency
disaster relief, including emergency medical care, emergency mass care, emergency shelter, and
other assistance provided by VOLAGS. Other recovery tasks also must occur without regard to
limitations. These include clearing roads; constructing temporary bridges needed to perform
emergency repairs and deliver essential community services; warning of further risk or hazards;
disseminating public information; assisting victims with health and safety measures; providing
food, water, medicine, and other essential goods; transporting supplies or persons; and otherwise
reducing immediate threats to life, property, and public health and safety.

The September 11 disaster affected victims who are not United States citizens, non-citizen nationals,
or qualified aliens but who were lawful residents of the United States under a valid immigration
category or classification. Because these residents are not granted an alien status that would
allow them to receive a Federal public benefit, they were ineligible for assistance under the 1A
program, For example, individuals who possess an unexpired Employment Authorization Card,
which permits lawful employment in the United States, are precluded from Federal public benefit
assistance. One immigration advocacy group estimates that as many as 80,000 lawfully present

27 The New York Inimigration Coalition, “Recommendation to Improve FEMA’s Mortgage and Rental Assistance
Program,” June 23, 2002.
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individuals in New York are not qualified for Federal disaster assistance beyond the short-term
emergency relief.2’

FEMA should consider pursuing legislative changes that would exempt FEMA's IA programs
from the Federal public benefit classification when victims needing 1A are lawfully present in the
United States at the time of the applicable disaster but may not have the qualified alien status
required by Title IV of the Personal Responsibility and Work Opportunity Reconciliation Act of
1996.

FEMA ASSISTANCE FOR NON-CRITICAL PRIVATE
NON-PROFIT SERVICE ORGANIZATIONS IS LIMITED

To be eligible for FEMA grant assistance, a Private Non-Profit (PNP) organization must fall
within the Stafford Act’s definition of a PNP that provides an essential service of a governmental
nature. This was true prior to DMA 2000 and DMA 2000 did not change the definition of an
eligible PNP applicant. However, with DMA 2000, Congress created a two-tiered system of
reimbursement for FEMA-eligible PNP’s. For eligible PNP facilities that provide “critical services,”
FEMA may provide assistance for eligible work just as it did prior to DMA 2000. For eligible
non-critical PNP facilities, DMA 2000 now requires the PNP to first apply to SBA. FEMA can
then provide the PNP assistance if the PNP does not qualify for an SBA loan or if it obtains one in
the maximum amount for which it is eligible.

The intent of Congress to limit grant assistance to “critical” PNP organizations without applying
first for a loan, is unambiguous. Even the discretion given to the President to add to the list of
“critical” PNP services is limited to a few emergency-related activities. The attacks of September
11 enabled the first significant test of this new approach to funding PNPs, and the reactions were
predictable. PNPs that lost immediate access to grants as a result of DMA 2000—Colleges,
Universities, and various providers of social services—understandably questioned the equity of
the new law. While these changes were under consideration by Congress, concern surfaced that
dividing PNP services into “critical” and “non-critical” categories would be perceived as inequitable
and would, in fact, affect the relatively smaller and less well financially endowed organizations
more substantially than larger organizations that enjoyed better, ongoing access to other forms of
revenue.

On December 12, 2002, FEMA implemented a new policy, based on the President’s announcement
to strengthen the Administration's compassion agenda by making it easier for America's faith-
based and community groups to work with the Federal Government. FEMA’s new policy extends
assistance to eligible and necessary faith-based organizations by broadening the eligibility of
certain non-profit organizations to receive federal disaster assistance. This policy recognizes the
statutory eligibility of PNP organizations that provide necessary and vital functions to local
communities and is retroactive to January 20, 2001.

Congress may wish to reconsider this “critical” and “non-critical” PNP approach and either require
all PNPs to apply first for an SBA loan, which would achieve greater cost-savings, or require no
PNPs to apply for loans before qualifying for FEMA grants, which would level the playing field
but increase the amount of Federal grant assistance.
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LEGISLATIVE ISSUES

Congress may wish to consider legislation to either reinstate the MRA program or develop a
comparable program. Congress also might wish to consider whether FEMA or another Federal
agency should administer grants to small businesses that have been adversely affected by a disaster.

MRA Is ELIMINATED BY THE DISASTER MITIGATION
ACT OF 2000

DMA 2000 amendments to the Stafford Act repealed the MR A program as a component of FEMA’s
Temporary Housing Assistance for disasters declared on or after May 1, 2002. FEMA received
an extension from Congress and has made this effective for all disasters declared on or after
October 15, 2002. DMA 2000 also establishes a $25,000 cap on the Individuals and Households
Program. These new limitations raise serious issues for addressing economic losses and financial
hardships suffered by victims of events similar to this one. Congressional consideration may be
warranted to better position FEMA to address economic issues in future acts of terrorism.

GRANTS TO SMALL BUSINESSES WERE MADE ON
AN AD Hoc BAsSIS

In its November 2002 report, September 11, Small Business Assistance Provided in Lower
Manhattan in Response to the Terrorist Attacks, GAO documented assistance made available
under various grant and loan programs to both public and private entities. GAO reported, “The
September 11, 2001 terrorist attacks on the World Trade Center had a substantially negative
impact on the New York City economy, strongly affecting businesses, both large and small, and
as disparate as financial services firms, travel agencies, and retail stores. Some businesses were
destroyed, some displaced, and still others could not operate because of street closures and the
lack of utilities. Many businesses still face a diminished client base and uncertainty about the
future redevelopment of the World Trade Center site.” There is, however, presently no on-going
Federal program that provides grant support to businesses adversely affected by disasters, except
in the instance of special legislation targeted to an event.

FEMA is prohibited by the Stafford Act from providing disaster assistance to businesses of any
size. The Stafford Act provides funding, principally in the form of grants, to individuals, State
and local governments, and certain private, non-profit organizations adversely affected by a disaster.
SBA is authorized to provide loans, not grants, to businesses adversely affected by a disaster.
SBA is administratively prohibited, however, from making loans to businesses that do not meet
specific and generally established eligibility criteria. SBA was unable, for example, to make
loans to businesses that did not meet the agency’s size standards or financial qualifications.

SBA’s limited ability to assist businesses financially after the September 11 event was recognized
early in the response phase. FEMA, under special legislation, was already involved in compensating
businesses adversely affected by the May 2000 Cerro Grande fire in northern New Mexico. Some
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members of Congress introduced legislation specific to the September 11 events that would allow
FEMA to initiate a similar program in Lower Manhattan.”® The bill would have authorized
FEMA to compensate businesses in an amount generally not to exceed $500,000 for specified
business losses. A companion bill was introduced in the House of Representatives. Neither bill,
however, was enacted.

Alternatively, Congress enacted the Department of Defense and Emergency Supplemental
Appropriations for Recovery From and Response to Terrorist Attacks on the United States Act of
2002, a provision of which allowed the State of New York to use Community Development Block
Grant (CDBG) funds administered by the U.S. Department of Housing and Urban Development
(HUD) to make Business Recovery Grants. GAO noted that the Business Recovery Grants covered,
in total, about 17 percent of business losses that were not covered by insurance and New York
City and State grants. GAO further reported that the Empire State Development Corporation,
which is administering the Business Recovery Grant program, planned to increase payments to
some businesses and thereby reduce the amount of their uncompensated economic losses.

Congress may wish to consider whether the Federal Government should be the insurer of last
resort for all or part of disaster-related business losses. Such a policy decision would eliminate
the need to respond on an ad hoc basis after each terrorist attack that results in a presidential
disaster declaration. Factors that should be considered are whether the lack of such assistance in
recovering from difficulties related to terrorist incidents could increase other Federal response
costs, such as DUA and MRA; and the respective roles of FEMA, SBA, and HUD in administering
financial assistance to small businesses.

28 Cerro Grande Fire Assistance Act, Division C. It should be noted that FEMA received substantial assistance
from SBA in implementing the compensation program for businesses.
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APPENDIX A: SUMMARY OF ISSUES

REQUIRING FEMA'’S ATTENTION

The following summarizes issues that FEMA should consider addressing to improve its delivery
of assistance to victims of future terrorist attacks that result in presidential disaster declarations.
Issue 1 and 8 will require FEMA’s coordination with Congress.

1.

Examine how to address individual economic loss from a terrorist attack or other catastrophic
events that results in widespread economic disruption. Specifically, the following characteristics
need to be considered in developing a program that addresses economic loss and financial
hardship:

» Distinguishes between physical and economic loss;

» Has fair and equitable eligibility criteria and operational procedures and does not appear
arbitrary;

» Reaches diverse ethnic populations in dense urban areas to provide assistance in a timely
fashion;

» Simplifies documentation requirements and addresses the inability of some disaster victims
to produce traditional documentation of ability to pay a mortgage or rent;

P Recognizes the hardships of extremely low-income populations by developing a
comprehensive mechanism to define “economic loss” and “financial hardship” in relation
to victims’ ability to pay rent or mortgage;

» Distinguishes clearly between pre- and post-disaster economic conditions;

» Is flexible in defining the time period during which assistance will be provided; and

» Is easy to implement even though infrequently used and does not require specialized
training.

Work with States electing to administer the new Individual and Households Program to ensure
that State contingency staffing plans can adapt to fluctuations in applicant activity.

Limit assistance for personal property whenever eligibility is determined without verification
by inspection to disaster-related necessary expenses or serious needs that cannot be met by
other insurance, government, and volunteer agency programs.

Be more proactive in requesting EPA to conduct necessary testing and/or studies to determine
if a public health or safety threat exists in future, similar disasters so that cleaning efforts can
begin much earlier in the recovery phase. In addition, address the roles of State and local
agencies in such circumstances, as consultation with those agencies would provide useful
information in review or evaluation.
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. Prepare more detailed and comprehensive guidance to ensure that counseling services delivered
to disaster victims who are also victims of crime are appropriate, consistent, and not duplicative.
These objectives could be accomplished through a Memorandum of Understanding between
FEMA and the U.S. Department of Justice Office for Victims of Crime that formalizes the
relationship, the responsibilities and authorities to be applied, programs, time frames, and
sequencing when a disaster is also a crime scene.

Be better able to anticipate the proactive role non-governmental organizations will play in
disaster recovery operations and attempt to coordinate relationships with those organizations
through protocols such as Memorandums of Understanding to alleviate the potential for
duplicating benefits,

. Undertake efforts much earlier in the recovery phase of a disaster to (1) broaden its outreach

capability to provide current brochures in multilingual formats that define IA programs and
eligibility criteria, (2) better inform non-English-speaking victims about IA programs, and
(3) assist non-English-speaking victims in applying.

Pursue legislative changes that would exempt FEMA's 1A programs from the Federal public
benetit classification when victims needing IA are lawfully present in the United States at the
time of the applicable disaster but may not have the qualified alien status required by Title IV
of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996,
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APPENDIX B: FINANCIAL STATUS OF

INDIVIDUAL ASSISTANCE PROGRAM
AS OF NOVEMBER 1, 2002

TEMPORARY HOUSING ASSISTANCE

Mortgage and Rental Assistance $76,275,000
Minimal Home Repair $1,450,000
Transient Accommodations $1,225,000
Rental Assistance $26,150,000
INDIVIDUAL AND FAMILY GRANTS $25,400,000

CRISIS COUNSELING ASSISTANCE AND TRAINING PROGRAM  $162,400,000*

UNEMPLOYMENT ASSISTANCE $13,200,000
LEGAL SERVICES $2,000
TOTAL FEMA INDIVIDUAL ASSISTANCE FOR NEW YORK $306,102,000

* Approved funding includes New Jersey, Connecticut, Massachusetts, and Pennsylvania
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APPENDIX C: ISSUES RAISED AT

PuBLIC FORUMS

The Office of Inspector General participated in two roundtable forums in New York City hosted
by representatives of various members of Congress and the New York City Council. These
roundtables enabled local community, advocacy, and voluntary organizations from New York and
New Jersey, as well as members and staff of Congress and the New York City Council, to discuss
concerns regarding FEMA’s implementation of the IA programs in response to the events of
September 11, 2001. The following issues were discussed:

>

>

Poor coordination between FEMA, other Federal agencies, and voluntary agencies led to
misinformation and applicant confusion.

Outreach needs improvement. People were not well informed of assistance programs and
types of assistance available; foreign-language speakers had difficulty completing applications
written in English; application requirements need to be better specified and conveyed to
applicants.

To be eligible for MRA, an applicant had to live or work in Manhattan. Replace restrictive
programmatic guidelines with more lenient guidelines to ensure that all victims having disaster-
related needs are assisted. Guidelines should be clear so that decisions are less arbitrary;
however, for some unique situations, eligibility determinations should be made on a case-by-
case basis.

FEMA's role regarding small businesses needs to be revised so that business losses are
reimbursed adequately; small businesses should be able to participate in a program similar to
the MRA program.

The exclusive use of cash made it difficult for some applicants to verify place of residence or
employment; some landlords and/or employers also were unwilling to verify place of residence
or employment. Allow alternative forms of verification for all temporary housing programs.

The availability of MRA to applicants in a lower-income scale might have been impeded if
those applicants (1) had a history of pre-disaster arrears in rental and/or mortgage payments,
and (2) had not met the 25-percent loss-of-income threshold.

The quality of the air inside residences, schools, and businesses and the unclear assignment to
a specific agency of the responsibility for cleanup.

Frustration of applicants who found it difficult to get through to New York State to apply for
assistance from the IFG program, a cambersome IFG applications process, an applications
backlog, and low approval rates, Expand the IFG program to ensure that all disaster-related
needs not met throngh other assistance are addressed.

A need for legislation to reinstate MRA or to develop a comparable program so that economic
assistance can be provided after future events of this type.

Clearer correspondence. MRA applicants that failed to submit a required document received
correspondence from FEMA stating that they were “denied” assistance and might have
interpreted this as complete ineligibility for the program.
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Reconsideration of residency requirements. Assistance under the MRA program is not available
to applicants who have telocated from their pre-disaster residence. Some applicants have
relocated (1) due to an inability to continue living in the affected area and (2) to obtain housing
commensurate with their post-September 11, 2001, financial status. Victims who had to move
from their pre-disaster residence because of the disaster should be eligible for assistance.

Applicants who were initially ineligible for MRA may not have reapplied after the eligibility
criteria became more lenient. FEMA should review applications that were previously denied.

Simplification of temporary housing assistance applications. Applications should have less
extensive document requirements and explain the remaining requirements more clearly. The
two-step registration process of calling teleregistration and then completing an application is
confusing—some believe that after calling teleregistration, the process is already working on
their behalf.

Eligibility periods for the temporary housing programs, namely the MRA and IFG programs,
should be extended well into 2003.

The time to process and approve temporary housing program applications is too long.

Avoucher system. Low-income victims cannot afford to purchase cleaning equipment available
under the IFG program and be reimbursed at a later date.

MRA eligibility criteria penalize those who do not want to ruin their credit by waiting to owe
mortgage or rent payments before they apply for assistance. Waiting for an eviction or
disclosure notice to apply for assistance is toe late.

Low approval ratings for Disaster Unemployment Assistance.

Caseworkers taking housing assistance applications are not adequately familiar with the
programs. Caseworkers in other states are not familiar with the situations in New York. There
is a need for better training.

Concerns that multiple FEMA caseworkers are working on one application; one caseworker
for each application was suggested.

The standard of recognition for medical and psychological trauma needs to be clearly defined.
FEMA should re-open any program that did not reach eligible applicants.

When former housing assistance recipients later apply for assistance from the public welfare
system, assistance received from FEMA looks like an asset and adversely affects their
application.

FEMA should recognize the burden placed on the health-care infrastructure with respect to
unemployed, uninsured individuals; the mental health infrastructure should also be increased
and sustained.

A health care program is needed that expands on the September 11 Fund Program and provides
health care to victims.

Individuals having insurance are penalized by having to wait to see what their insurance
company paid to cover losses.

The amount of housing assistance provided is usually not sufficient to meet individuals’ needs
in a large urban environment.
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PuBLIC FORUM ATTENDEES
Representatives from the following offices and entities include:
Representative Maloney

Representative Nadler

Representative Velazquez

Representative Serrano

Representative Rangel

Representative Menendez

Representative Rothman

Representative Meeks

Senator Schumer

New York City Council

New York State Senate

New York State Assembly

Manhattan Borough President’s Office

Urban Justice Center

Rebuild with a Spotlight on the Poor Coalition

9/11 Environmental Coalition

9/11 United Services Group

Beyond Ground Zero Network

Catholic Charities Archdiocese of New York
Catholic Charities Archdiocese of Brooklyn-Queens
From the Ground Up

Project Life at Lutheran Social Services

Family Assistance Center for Safe Horizon

Asian American Legal Defense and Education Fund
Chinese Staff and Workers Association

The Children’s Health Fund

Project Ayuda at Puerto Rican Legal Defense and Education Fund
Brooklyn Bureau of Community Service

Residents of New York City

VYV V VYV V VY V 9PV 9y VY Yy Yy Yy 9 9y Yy 9yYyYyYyYYYY



CCp
CDBG
CMHS
DMA 2000
DOJ
DUA
EPA
FEMA
GAO
HEPA
HHS
HUD

1A

IFG
IFMIS
ISP

MRA
NEMIS
NPSC
NYCOSH
NYCDEP
NYDOL
NYSCVB
ove
PNP

RSP

SBA
Stafford Act
USDOL
VOLAGS
WTC
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APPENDIX D: ACRONYMS

— Crisis Counseling Assistance and Training Program

~ Community Development Block Grant

- Center for Mental Health Services

— Disaster Mitigation Act of 2000

— U.S. Department of Justice

— Disaster Unemployment Assistance

~U.S. Environmental Protection Agency

— Federal Emergency Management Agency

— General Accounting Office

— High Efficiency Particulate Air

— U.S. Department of Health and Human Services

- U.S. Department of Housing and Urban Development
— Individual Assistance

- Individual and Family Grants

- Integrated Financial Management Information Systemn
— Immediate Services Program

— Mortgage and Rental Assistance

— National Emergency Management Information System
— National Processing Service Center

— New York Committee for Occupational Safety and Health
— New York City Department of Environmental Protection
— New York Department of Labor

—New York State Crime Victims Board

- Office for Victims of Crime

— Private Non-Profit

— Regular Services Program

- U.S. Small Business Administration

— Robert T. Stafford Disaster Relief and Emergency Assistance Act
~U.S. Department of Labor

- Voluntary Agencies

— World Trade Center
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APPENDIX E:

BENCHMARK COMPARISONS

FEMA activated its applicant assistance teleregistration system to receive calls from disaster
victims immediately following the President’s disaster declaration on September 11, 2001. Disaster
victims use this system to register for FEMA's IA programs. Requests for assistance are then
processed using FEMA’s National Emergency Management Information System (NEMIS)
database.

To better understand individual assistance needs presented in this disaster and in previous disasters,
we asked FEMA to compile data on applicant calls for assistance in the September 11, 2001,
Terrorist Attacks in New York, and in Tropical Storm Allison in Texas (June 9, 2001), the Michigan
floods (October 17, 2000), and Hurricane Floyd in North Carolina (September 16, 1999). These
disasters were selected as representative of disasters with similar applicant call volume.

Our analysis of the data revealed that applicant call volume in Tropical Storm Allison, the Michigan
floods, and Hurricane Floyd decreased significantly—to fewer than 200 calls a month—seven
months after these events were declared. Applicant call volume for the Terrorist Attacks in New
York remained at more than 3,000 per month seven months after the declaration, and surged to
14,000 and 17,000 calls in months 11 and 12, respectively. The volume may reflect continuing
needs demonstrated by disaster victims and the decisions made by FEMA. For example, the
overwhelming majority of these calls were for assistance with air quality items. The following
exhibit illustrates applicant calls received by month within the twelve months following the date
of disaster declaration.

EXHIBIT 1—Applicant Call Volume Within 12 Months of the Disaster Declaration
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APPENDIX F: FEMA COMMENTS

ON DRAFT REPORT

Federal Emergency Management Agency
Washington, D.C. 20472

December 17, 2002

Richaxd L. Skinner

Acting Inspector General

Federal Emergency Management Agency
500 C Street, SW

Washington, DC 20472

Dear Mr. Skinner:

Thank you for providing FEMA the opportunity to comment on the draft Office of
Inspector General (O1G) Report entitled “FEMA's Delivery of Individual Assistance
Programs: New York--—-September 11, 2001.”

Given the enormous chall P d by the September 11th terrorist attacks, we are.
proud of FEMA’s response in delivering its Individual Assistance programs and in
meeting the needs of disaster victims, While we acknowledge that there is always room
for improvement, we strongly believe FEMA met the significant challenges created by
the unique response and recovery circumstances of such an unprecedented disaster,

The challenges FEMA faced in the distrbution of Individual Assistance were unlike any
other disaster in its history because: the disaster site was also a crime scene; the debris
contained potentially hazardous materials; there was a tremendous outpouring of private
charitable activities; the disaster had a nationwide economic impact; and there were

ifi public exp i di ilable Federal assi Despite all of
these challenges, FEMA’s authoritics and programs were generally adequate and flexible
enough 1o meet most individual needs.

In every disaster there are individuals for whom FEMA cannot provide all assistance
needed or requested. However, Congress made clear in the Stafford Act that disaster
assistance is mcant only to supplement other means of assistance for serious disaster-
related needs. To ensure that New York disaster victims received as much assistance as
legally possible, FEMA reviewed its authorities to ensure the broadest interpretations of
FEMA programs. Therefore, to the extent the OIG report relies on criticism from the
public or public advocacy groups that FEMA provided less than adequate assistance,
FEMA respectfully submits that it provided all requested assistance for which it had
authority.

Finally, the OIG report notes that FEMA could improve its public outreach as well as its
ications and jination with Federal and State partners and voluntary
agencies. Should this nation ever again face such a disaster event, FEMA will build upon
what it learned in responding to the September 11% attacks. 1am confident that given the

circumstances of this disaster, my staff’s significant outreach and coordination activities
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prevented many problems before they occurred and generaily made the distribution of
individual assistance more efficient and effective than it would have been otherwise.

in lusion, we appreciate the opp ity you have given us to make meaningful
contributions to your report. We look forward to working with the OFG in similar
partnership in the futare.

Sincerely,

Joe M. Allbaugh
Director
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APPENDIX G: STATE OF NEW YORK

COMMENTS ON DRAFT REPORT

f % New York State Emergency Management Office
&! 1220 Washington Avenue

Bullding 22, Sulte 101
N Albany, NY 122262251

Eaward £. Jacoby. Ir. Mrscior
December 5, 2002

Mr. George Peoples

Office of the Inspector General

Federal Emergency Management Agency
Federal Center Plaza

500 C. Street S.W.

Washington, D.C. 20472

Dear Mr. Peoples:

This is in response to the draft report on the Individual and Family Grant (IFG) program,
part of the Individual Assistance (1A} program for FEMA - 1391 -DR NY.

As was di d at the exit held on November 20, 2002, the New York State
Emergency Management Office (SEMO) and the New York State Department of Labor (DOL),
which administers the IFG program, believe that the draft report, as currently written, is unjustly
critical of the administrative activities relating to Disaster 1391 and does not accurately reflect
what actually occurred. In particuiar, the draft report fails to take in account the unique
magnitude of this particular disaster and, instead, assumes administrative criteria based on a
disaster usually encountered, such as a flood or snowstorm. I strongly urge you to include 2
discussion of the unique circumstances of the WTC disaster as part of the final report.

‘When this review was originaily di 1 with IFG rey ives, it was explained that
the review would document how this unique disaster was handled and to see what, if anything,
could or should be changed that would have enabled both FEMA and the state to betier manage
this remarkable situation. This draft report reflects very little of the uniqueness of this disaster,
especially in light of the fact that all fieldwork was completed by the end of August 2002, and
the majority of the applications were taken after this date. In response to the large number of
applications, the State and FEMA took exceptional measures 1o meet the needs of claimants.

This includes FEMA’s ing the operation of the IFG Helpline, the State’s adding
unprecedented numbers of staff to process 1¥G claims, and the continuat cxpans:on of the hours
of operation to the d ds of the p i d you update

this audit to include these efforts.

‘The audit establishes conclusions in this report that are based on opinions, not facts. For
example, the repurt cites made by rep ives from various advocacy groups,
ings of fr ion, but does not offer more specific data to suppon these
conclusxons ‘The report then utilizes these comments to highlight the program’s restrictive
e!xglblhty criteria, such as needing to apply to their insurance company and the Small Business
Ad first for assi But the report neglects 1o mention that these eligibility

State Emergency
Coordination Center (818} 457.2200 Pax: (§18) 467.295¢ Executive Offices:; (618) 457.2022
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criteria are mandated by FEMA as elements of the IA program under 42 USC Sections 5152 and
5155 of the Public Health and Welfare Law (Stafford Act). This fact should be included in the
final audit. Not doing so will create a misperception of the State’s limited authority in the IFG
program. The report also fails to acknowledge that for Disaster 1391, the decline actually began
10 oceur three months into the disaster and the reason for this decline is more likely attributable
to the role that the various non-profit ofganizations played in providing aid to victims of Disaster
1391. These organizati acting 1y, were able to provide a variety of financial relief
not as easily available under federal programs. The role of these organizations and their
significant impact on the predictability of the IFG caseload should be included in the final report.

The section of the report that discusses the increase in applications that occurred in June
2002 also docs nat accurately reflect what occun'ed with Disaster 1391 The report attributes the
rise in applications to the i d ad: of the envi ! items covered by the IFG
program by local vendors and the addition of the air conditioner as a covered item. While the
State concurs that both of these may have played some role in the increase, the report again fails
to take into account the impact of the closing of the non-profit programs around this same time
period. More importantly, the report fails to discuss the significant impact of the special
program initiated to address those individuals identified as having 2 serious and necessary need
but unable to pay for these items up front, to later be reimbursed. This program is referred to as
the hardship/advance payment program and was a unique element of the IFG program for
Disaster 1391, The hardship/advance payment program began in response to a single
congressional inquiry and has become a significant element of the program consisting of aimost
haif of all the new applications received since June 2002. The advance payment program
enabled those victims who could least afford it access to the much-needed environmental items.
The final audit should be revised to include these facts.

Of more significance is the report’s incorrect contention that the State did not have
1

adequate resources o process applications and address appli inquiries. First, the repost states
that the State did not develop a staffing plan to identify the human resources needed to perform
functions imposed by Disaster 1391, This statement is not true. In fact, as required, the State
submitted an administrative plan, which was approved by FEMA, which specifically addressed
the staffing for Disaster 1391. The state continuously monitored staffing and made adjustments
when necessary. While the report properly reflects that in March 2002 the State reduced staffing
in response to the decline in new applicants, the report fails to properly reflect the staffing
adjustments made in response to the unexpected increase in new cases that started in June 2002.
The report contends that no additional staffing increases were made until August 2002.

However, the State actually increased staff continuously in June, July and August in response to
the extr i\ in foad. During this same time period, the State expandcd hours,
and added Saturday workdays. In latc August 2002, in direct resp toa inued in
new applications which neither FEMA or the state could have envisioned, the State and FEMA
entered into an agreement o manage Disaster 1391 jointly. This decision was made after FEMA
sent staff to provide suggestions to the State on how to best manage the disaster in light of the
unpfeoedemed increases. The results that this agreement has produced are far greater than cither
or ion could have
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The cooperation enjoyed by the State and FEMA in administering this program is
unprecedented and should be used as a model for future disasters. In fact, FEMA would support
other states using New York as an example when structuring their IFG programs. Streamlined
methods have allowed this program to pay more than $40 million to 40,000 New Yorkers.

If you would like any further information, please let me know.

Sincerely,

Edward F. Jacol
Governor's Authorized Representative
FEMA - I391-DRNY
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APPENDIX H: U.S. ENVIRONMENTAL

PROTECTION AGENCY COMMENTS ON
DRAFT REPORT

Avtachment

U. S. Environmental Protection Agency

Comments on FEMA Office of Inspector General Report

“FEMA’s Delivery of Individual Assi Progr New York~September 11, 2201
December 2, 2002

Report states: *“For eight months, EPA took the position that no environmental cleany,

was necessary.”
This statement is inaccurate. EPA in many public b in S ber 2001, and
do indicated that residents of lower Mant affected by dust/debris ﬁom the World Trade

Center attack should cleanup using techniques that would be effective with asbestos containing
material. EPA did this because under its FEMA mission assignment to assist in assessing and

1 g lower Manh exterior and ambient environs, many samples were taken of butk dust
material (approximately 135) that was in the streets of lower Manhattan, Approximately 35% of
these samples showed greater than 1% of the material was asbestos, Given these results EPA

e ded that, if resid had any signifi levels of dust/debris in their dwellings, they
should use p ional asbestos ab t ch and p the material was asbestos
containing.

A group of concerned legislators from lower Manbattan coalesced as the “Ground Zero Elected
Officials Task Force.” These officials began carly on to request assi be provided to resid

in the cleanup of their buildi They identified several buildings which they wanted sampled
indoors. EPA consulted with representatives of the New York City Department of Health regarding
whether NYC wanted any support in testing these buildings. New York City did not request EPA
action, The Ground Zero officials commissioned a sampling effort the results of which were
provided in a report dated October 12, 2001 to EPA and others.

On September 28, 2001 EPA attended a public meeting at which lower Manbattan residents
requested cleanup assistance to be able to return to their resid FEMA was tef d at this
meeting by Marianne Jackson.

On Qctober 9, 2001 EPA rep ives (Bruce Sprague, Kathleen Callahan) met with FEMA
ep ives including Larty S and Kathryn Humphrey to discuss whether FEMA’s
assistance programs could pmwdc idents with the additional f ial support that would be
needed to bave profs b 3 hared to c}ean the residences. FEMA
invited IZPA 1o sxt inona meetmg that day with lower Mant ity board

ives and rep ves of the Battery Park Busi lition. This ing’s principle

toplc was the additional support residents needed to cleanup safely and the business coa}mon was
considering providing funding support Ultimately, this initiative did not take place. FEMA did
attempt to provide greater assi i who displaced ﬁom their affec:ed apartmcm&
However, there inted to be p for more g for

Although most air samples taken for asbestos in the outdoor (ambient) environment did not show
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levels of asb ding the benchmark EPA used to assess the state of the environment
surrounding the WTC site, the dust did contain asbestos in varisble amounts and locations and with
cleanup activity this could become entrained in thc air, posmg an mhalatxon health risk. EPA

d to ‘thcuseofﬂ"*" ional ible and use of
wet wiping, wet mopping and HEPA g to reduce the likelihood that the dust would become
airborne and pose a risk. Additional testing “showed silica, and fibrous glass to be present in
dust/debris as well.

The New York City Department of Health and the Agency for Toxic Substances and Disease
Registry, with EPA funding support and counse, developed a study of indoor residences to evalfuate
impacts of the WTC attack on dwelling units. Air and dust samples were collected in and around 30
buildings in lower Manhattan. Many of the dwelling units had almady been cleaned. Four buildings

north of 59 Street were led for back d levels of
The results of this study were released in final form in September 2002. R dations inchide:
q leaning with HEPA and damp cloths/mops to reduce the potential for
exposure more ask ynthetic vitreous fibers (e.g., fiber glass), mineral

components of concrete (quartz, calcite, and portlandite), and mineral components of
waﬂboaxd (gypsum, mica, and hah'rz) were found in settled surface dust in lower Manhattan
fential areas when d to residential areas north of 59™ Strect

%

additional monitoring of residential areas in lower Manhattan,

and requesting cleaning and /or testing form the “EPA” cleanup program.

Draft Report states: “In May 2002, because of increased political pressure and unfuvorable

media_coverage, EPA announced it would provide free fest nd cleaning for the Lower
Borough of Manhattan residences.”

This is 1y misleadi

First, it is misleading in that it implies EPA made a decision to have a cleanup asaresultof

political pressure and unfavorable media coverage. As stated previously, based upon potential health
impacts EPA bad concerns early on with regard to how re51dents would be able to cleanup the debris
from the WTC building collapses (which ined ining material in a substantial
number of samples taken and was known to have been used in the construction of the WTC towers).
These concerns were shared by NYC DOH and ATSDR.

1 1 4,

Secondly, it implies that EPA made 2 o a cleanup program. On the
contrary, in May 2002 at a press EPA's Regional Admini New York City’s
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Commissi of Envi ] Protection and FEMA’s Acting Regional Administrator jointly
made the announcement that an indoor residential cleanup program would begin. This
announcement was the result of months of continuing discussions between EPA, FEMA, and New
York City. Below are listed some of the meetings at which the issue of indoor cleanups was
discussed.

2/14/02 - A meeting was held of the Catastrophic Disaster Response Group (CDRG) at the request of
FEMA Director Joe Allbaugh to discuss the air quality questions at the WTC site in NYC. EPA
attended (Jim Makris, Larry Reed, and by phone Jane Kenny, Regional Administrator, William
Muszynski, Deputy Regional Administrator, and Kathleen Callahan. Also on the phone was Robert
Williams of ATSDR, as well as representatives from HHS, OSHA, the U.S. Army Corps of
Engineers, and GSA. EPA and HHS were requested to prepare papers on the indoor air concems as
well as other HHS related issues. EPA’s paper was provided to FEMA on 2/26/02, as requested.

EPA’s Administrator Christine Todd Whitman announced the establishment of an Indoor Air Task
Force. Agencies invited to participate in the Task Force in addition to several EPA offices, included
FEMA, OSHA, ATSDR, the New York State Depariment of Health, the New York State Department
of Environmental Conservation, the New York City Department of Health, the Mayor of New York
City (who was represented by the Office of Emergency Management and the Office of
Environmental Coordinatien), Govemor George Pataki. A working group was established with
representatives of all the invited agencies. The first meeting of the work group supporting the task
force was held on February 21, 2002. Marianne Jackson and Robert Traynor attended for FEMA,

2/26/02- EPA p d its proposed approaches and req d write up at a meeting attended by
Larry Reed. FEMA officials requested a follow up meeting for 3/11. This took place; EPA
p d further § ion and di ions took place. FEMA officials indicated that they need to
give further consideration to authorities, funding mechanisms, etc.

3/19/02 - Larry Zenst advised EPA
from that point on.

ives from HQ to work through New York City

4/15/02 - FEMA representatives met with EPA Assistant Administrator Horinko and staff, with
Region 2 representation by phone, met to discuss impediments to progress on the issues related to
indoor cleanup.

4/17/02 - FEMA, EPA and NYC representatives met to review indoor cleanup program issues.

Throughout this time there were weekly ings ofthe & y work group bers about the
potential health concerns related to indoor dust/debris and program options for addressing these.
In Jate April New York City Mayor Bloomberg reg d of EPA Admini Whitman that EPA

take the fead on indoor air issues in NYC.
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NYC had numerous discussions with FEMA regarding options for funding the program and
ltimnately coordinated a program which identified tasks to be funded through FEMA and conducted
by NYC and EPA.

5/08/02 - press announcement for indoor cleanup program.

6/01/02 - Hotline for registering for testing or cleaning and testing was opened, as well as a web site
for on-line registration. NYC DEP contracted for this service. EPA staff provided technical
direction and oversight.

8/22/02 - EPA contractor begins testing only in apartments in lower Manhattan

9/12/02 - Eight are di ‘byNYC for cleani and testmgof residential spaces in lower

Manhattan. EPA staff provide technical and impl in fration with NYC.

Many technical issues arose in the development of the scopes of work associated with these

contracts. EPA and NYC staff worked closely to develop a satisfactory program, and put in place the
dthep

funding mechanisms with FEMA to assure that all involved agenci scope.
Draft R staftes: “Despite FEMA’s and EPA’s £ e fory and legislative authority to
act, their actual roles and responsibilities were not defined on in the recovel ott,... To

avoid this ad koc approach in the future, FEMA, in conjunction with EPA, should amend the
Federal Response Plan, authorizing FEMA to direct EPA to conduct testing and cleaning o
residences for hazardous materials during similar disaster recovery efforts.”

These statements seem to tmiss critical points. The Federal Resp Plant ivated whena
situation beyond the capability of state and local governments arises and, upon the request of the
Governor of the state, the President declares a major disaster or emergency. A Federal Coordinating
Officer from FEMA is appointed to cootdinate all federal disaster assistance acnvmcs Thls gives

FEMA broad latitude to act impl ing the Federal Response Plan, and tH
emergency assistance and disaster relief of impacted individuals, business and pubhc services under
the Robert T. Stafford Disaster Relief Act. The FRP was developed with federal i

to facilitate delivery of federal assistance through twelve functional annexes, the Emergency Support
Functions (ESFs). FEMA can assign EPA responsibilitics under the ESFs, with EPA being the
designated lead agency for ESF 10, Hazardous Materials.

A critical point which seems unaddressed in the Draft Report is how federal agency responses
assigned by FEMA are to be coordinated with state and/or Jocal responses. The indoor residential
cleanups were left as the responsibility of building owners and residences. Although other mission
assignments were given to EPA, no requests were made to EPA from FEMA orby NYC to FEMA 10
act on the indoor cleanup issue. The FRP would seem to still stand up as a solid context in a

4
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response of this type. FEMA provided residential assistance of various types to affected residents.
The focus of future responses should frame the conditions under which FEMA or EPA or other
agencies, for example in the case of public health threats or nuclear materials incidents, might
recommend other actions to state or local government and what options those other actions should
include, In addition, the role of the siate and local governments in the decision process should be
explored.

Draft Report states: “FEMA had not coordingted a contaminant cleaning effort during disaster
recovery.”

This seems inaccurate. Based upon knowledge of Region 2 resp ionally declared di
subsequent to hurricanes FEMA has assigned EPA contaminant c!eanup work. Webelieve thisto be
the case in many regions, i with ESF 10 Hazardous Materials lead activity.
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APPENDIX |: U.S. DEPARTMENT OF
HEALTH AND HUMAN SERVICES’

CENTER FOR MENTAL HEALTH SERVICES
COMMENTS ON DRAFT REPORT

Comments from the Substance Abuse and Mental Health Services Administration, Center
for Mental Health Services, Division of Prevention, Traumatic Stress and Special
Programs, Emergency Services and Disaster Relief Branch regarding the Office of
Inspector General Draft Report: FEMA's Delivery of Individual Assistance Programs:
New York - September I1, 2001.

Following a review of the report authored by the Office of Inspector General (OIG)
regarding the Crisis Counseling Program, it is concluded that the report is generally
correct in the description of services 6f the Federal Emergency Management Agency
(FEMA) and the Crisis Counseling Assistance and Training Program. We concur with
recommendations regarding interagency coordination.

We appreciate the opportunity to comment on this Draft Report. Please see the
following comments we have provided below:

1. On page 4, in the third sentence regarding the crisis counseling program, we
recommend substituting the word “counseling” for “screening and diagnostic”
techniques.

2. Onpage S, the Draft Report states that as of Gctober 2002, the total disaster
funding for the Crisis Counseling Program was $162,400,000, with $21,400,000
for the Immediate Services Program and $141,000,000 for the Reguiar Services
Program. Although the program has been approved for this amount and could
reach or even exceed these figures, the actual obligated amount for the Regular
Services Program for New York, Connecticut, New fersey and Massachusetts is
$37,698.,356. Additional funding may be obligated if the States provide
documentation to FEMA and CMHS on financial expenditures.

3. On page 22, staff noted some ambiguity in the sentence that reads “At the outset,
too many entities were involved to ensure that the victim services provided
adequately addressed victim needs.” We recommend rewording to clarify that the
central concern is one of coordination and potential confusion among disaster
victims.

4. On page 24, we recommend substituting the second sentence of the second
paragraph with the following: “OVC administers its own grant programs and has
consuited in the past with CMHS for technical assistance.”

5. On page 25, under the subheader that reads “Many Entitics Provide Counseling-
type Assi " WE rex d substituting the second to read as
follows: “Irrespective of how well intentioned these ad hoc providers may have
been. a significant number of victims may have received inaccurate or possibly
even harmful services from individuals not certified, icensed, or otherwise
sanctioned by the State 1o provide mental health services. These individuals may
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not have received appropriate training or oversight regarding the mental health
needs of disaster victims, or have access to the appropriate services, methods, and
resources available under the incident command structure.”
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APPENDIX J: U.S. DEPARTMENT OF

JUSTICE COMMENTS ON
DRAFT REPORT

U.S. Department of Justice

Office of Justice Programs

Office for Victims of Crime

Washington, D.C. 20531

November 22, 2002

Mr. Clifford N. Melby

Asgistant Inspector General for Inspections
Federal Emergency Management Agency
Federal Center Plaza

500 C Street, SW.

‘Washingion, D.C. 20472

Reference:  Federal Emergency Management Agency (FEMA) Delivery of Individual
Assistance Programs: New York ~September 11, 2001 Draft Report

Dear Mr, Melby:

Thank you for the opportunify to review pages 24 and 25 of the above referenced drafl
report titled 2. Department of Justice Authorities May Overlap FEMA Authorities. Because, you
were only permitted to share those sections of the draft report pertaining to the Office for Victims
of Crime (OVC), it is difficult to put the 2-page synopsis in full context of the report. Hence, we
reviewed the information provided to us for techmcal accuracy and to assess the scundness of the
proposed dation for imp our

As you are aware, OVC, FEMA, and the Executive Office of United States Atiorneys
{BOUSA) signed a Lerter of Intent in October 1996 fullowmg the Oklahoma Cn’y bombmg This

letter of intent sets forth the terms of a crisis resp P 1 for the > par icipatil We
believe this agre is responsive 10 the 1 d ined in your draft report.
However, it would probably be beneficial to ine the content of this agreement in light of
the activities of our respecti ies following the S ber 11* terrorist attacks, and issue

an updated it with rep i wofﬁus“ inistration which incorp lessons
!eamcd from both Oklahoma City and the 9/11 terrorist attacks.

Overall, OVC and FEMA came to terms amicably and cooperatively with the specific
aspects of our respective responses, informed by our past experience responding to the Oklahoma
City criminal disaster. Given our overlapping authorities, we are pleased with the coordination
between our two agencies and the level of services and support that we were able to provide to
the victims of the September 11 terrorist attacks. Because we only have one section of your
report, we are uncertain how you have add d issues regarding duplicate funding for
counseling services for victims. In our assessment, this is the area that proved most problematic
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in our response to victims. As you correctly indicate in your report, "non-counseling assistance”
was a primary need for victims; however, the money appropriated to OVC for assisting victims
was strictly limited to funding counseling programs. We hope that your report highlights this
issue and makes recommendations to address this duplication of effort. We also hope that the
report offers recommendations regarding other types of expenses victims incurred for which
money was not appropriated,

There are a few other areas of the report which require minor tweaking to make them
hnically te. Inp lar, the draft report tends to discuss issues relating to state and
federal fundmg and program administration in the same context, We have taken the liberty of
correcting these technical inaccuracies, and by adding information regarding funding OVC
received specifically to support counseling for crime victims (see attachment).

We appreciated the process that the; FEMA Office of the Inspector General staff followed
to prepare this report. Please feel free to contact Carolyn Hightower, Deputy Director at
202/616~3568, if you would like to discuss our assessment of your draft report.

Sipcerel

o] illis

Director
Attachment
ce: Deborah J. Daniels

Assistant Attorney General
Office of Justice Programs
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2. Department of Justice Autherities May Overlap FEMA Authorities

For disaster victims, FEMA’s CCP and IFG programs fund crisis counseling services and
reimbursement for medical, dental, and funeral expenses. Under the Victims of Crime Act
{VOCA} 0f 1984, as amended (42 U.S.C. §10603), the Office for Victims of Crime (OVC) is
authorized to provide grants from the Crime Victims Fund to state crime victim g mpensahon
programs for the same expenses, including mental health counselmg, 1
states to support victim assistance services, i.e., crisis coumehng crifhy
shelter, and other emergency assistance services. VOCA
direct services to victims of federal crimes, and to fund
and mass violence from OVC’s Antiterrorism Emergg
passage of the USA PATRIOT Act (hereinafter rcfe '
appropriated dollars specifically to support counse
victims, and rescue workers who responded to the tor®

Funding available from OVC is admini d throug
reimbursable agreements with other federal agencies.
nonprofit and nongovernmental organizatio:

In the aftermath of the September 11% tg
victim compensation programs to sy
out-of-pocket expenses such as
funeral expenses; state victim
organizations respondmg t0 of

gxpenses victims of the terrorist attacks incurred. Not
al requests for reimbursernent for mental health

ta the victims and because crime victim compensation programs
¥ victitns bad access to collateral sources of payment such as

Klahoma City bombing victims. In fact, the two agencies jointly funded mental
seling services for these victims during the trials of Timothy McVeigh and Terry
Nichols. To facilitate the cooperative working relationship, FEMA, OVC, and the Department of
Justice’s Executive Office for United States Attorneys (EOUSA) entered into a Letter of Intent
setting forth the terms of a crisis response protocol. This protocol outlined responsibilities for
coordinating assistance to victims of catastrophic federal crimes, coordinating resoutces and
referral services, and addressing victims' needs and rights to privacy and confidentiality. In the
spirit of collaboration and cooperation, FEMA and OVC officials met shortly after the terrorist
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attacks to determine the sequence of defivery for victim services. However, their efforts were
sometimes stymied by overlapping authorities to cover certain victim-related costs, FEMA and
OVC should reissue the Letter of Intent drafted following the Oklahoma City bombing to
incorporate lessons learned from the September 11% terrorist attacks. Likewise, Congress should
closely examine existing funding authorities for counseling services for victims of criminal
disaster to avoid duplication of effort among agencies. Further, closer examinatign of the

ing emergency assi needs of victims should be examjned essed.
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APPENDIX K: U.S. DEPARTMENT

OF LABOR COMMENTS ON
DRAFT REPORT

On December 2, 2002, the U.S. Department of Labor (USDOL)
provided the following response to the draft report via electronic mail:

“In reviewing and commenting on the draft report, USDOL has a
comment on page 28, pertaining to the first sentence in the first
paragraph, “As an example, FEMA’s...” USDOL believes this paragraph
does not seem to relate to the rest of the body. In addition, the first
paragraph gives the impression that FEMA was duly responsible for
providing DUA liberally after September 11th, which in fact, it was
USDOL who developed and set the regulations in motion and provided
oversight assistance to New York State.”
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APPENDIX L: U.S. SMALL BUSINESS

ADMINISTRATION COMMENTS ON
DRAFT REPORT

FEMA IG Draft Report
FEMA’s Delivery of
Individual Assistance Programs:
New York — September 11, 2001

B. Grants to Small Businesses Were Made on an Ad Hoc Basis

One factor that should be part of the analysis is whether the government’s failure to
assist businesses promptly in recovering from difficulties related to terrorist incidents
could increase other Federal response cosis, such as DUA and the MRA program, and
the respective roles of FEMA, SBA, and HUD.

C We di with the that the Federal government failed to assist

busi promptly in resp to the terrorist attacks of September 11. Specificaily,

SBA immediately began outreach efforts o these disaster victims. However, we

recognize that many victims chose not to return their loan applications quickly for a

variety of reasons, such as:

« The ger busi had some i coverage {for physical damage and
business interruption}, and they typically wait until that is settled before applying
for a loan or they may decide to use their own resources in the short run before

taking on additional debt.

¢ With all the publicity about donations and grant manyb
hoped to get help from these sources rather than an SBA loan, which must be
repaid.

* Many prudent businesses may not request a loan until they decide what they need
to finance.

+ Some of the impacted busi have sut ial fi ial resources of their own

and won't seck outside help.

Therefore, we found that many businesses chose not to immediately file for Federal
i 1 , a busi owner’s decision to delay ing Federal assi
does not mean that the Federal government “failed to assist businesses promptly”.
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Federal Emergency Management Agency

Office of Inspector General
Washington, D.C. 20472

CUSTOMER RESPONSE IG Report No.: 1-02-03
The Office of Inspector General has a continuing interest in improving the usefulness of its products.
We wish to make our reports as responsive as possible to our customers’ requirements, and therefore
ask that you share your thoughts with us. Please answer the following questions if they apply to
you:

1. What additional background information about the selection, scheduling, scope, or procedures
of the review would have been helpful to the reader in understanding this report?

3. What additional Information related to findings and recommendations could have been included
in this report to assist management in implementing corrective actions?

4, What format, stylistic, or organizational changes might have made this report’s overall message
clearer to the reader?

5. What additional, helpful actions could have been taken by the Office of Inspector General on
the issues discussed in this report?

6. Provide additional comments below that you believe would help to improve future reports.

Please include your name and telephone number so that we may contact you should we have
questions about your comments.

Name: Date:

Organization: Telephone:

Please mail your comments and questions to the following address or fax them to (202) 646-
3901. You may also ccmail/e-mail your comments to Clifford N. Melby, Assistant Inspector
General for Inspections, at Cliff. Melby @ FEMA.Gov, or call Mr. Melby at (202) 646-3338.

Office of Inspector General

Federal Emergency Management Agency
500 C Street, S.W., Room 505
Washington, D.C. 20472
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A Glance at the Agency Covered in This Report

The Federal Emergency Management Agency coordinates federal disaster and
emergency assistance policies and administers programs that provide assistance
before and after disaster strikes. Agency programs and activities include

¢ supplemental assistance to enhance state and local preparedness activities,
« disaster relief for commmunities and individuals,

* anational flood insurance program,

* fire prevention and suppression assistance, and

« support for hazard mitigation projects.

The Federal Emergency Management Agency’s Budgetary and Staff Resources

Budgetary Resources P Staff Resources®
Dollars in billions FTEs in thousands
16 8
12
12 8 5.2 45 50
10 4.6 4.6 -
8 8
8 7 4
4 2
[ 4}
1998 1993 2000 2001 2002 1998 1999 2000 2001 2002
Fiscal year Fiscal year

Source: Budget of the United States Government.

& Budgetary resources include new budget authority (BA) and unobligated balances of previous BA.

b Budget and staff resources are actuals for FY 1998-2001, FY 2002 are estimates from the FY 2003 budgst, which
are the latest publicly available figures on a consistent basis as of January 2003. Actuals for FY 2002 will be
contained in the President’s FY 2004 budget to be released in February 2003.

This Series

This report is part of a special GAO series, first issued in 1999 and updated in
2001, entitled the Performance and Accountability Series: Major Management
Challenges and Program Risks. The 2003 Performance and Accountability Series
contains separate reports covering each cabinet department, most major
independent agencies, and the U.S. Postal Service. The series also includes a
governmentwide perspective on transforming the way the government does
business in order to meet 21st century challenges and address long-term fiscal
needs. The companion 2003 High-Risk Series: An Update identifies areas at high risk
due to either their greater vulnerabilities to waste, fraud, abuse, and
mismanagement or major challenges associated with their economy, efficiency, or
effectiveness. A list of all of the reports in this series is included at the end of

this report.
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PERFORMANCE AND ACCOUNTABILITY SERIES

Federal Emergency Management Agency

What GAO Found

FEMA has made progress in recent years in achieving its mission of

suppl

first report on the Federal
Emergency Management Agency
{FEMA) since the series started in
1999. GAO reported on
management challenges facing
FEMA this year because of the
increased national significance of
the agency’s missions and the
additional responsibilities placed
on the agency.

The information GAO presents in
this report is intended to help
sustain congressional and agency
attention on continuing to make
progress in addressing these
challenges and ultimately
overcoming them. This report is
part of a special series of reports
on governmentwide and
agency-specific issues.

GAOQ believes that FEMA should

* ensure effective coordination
of preparedness and response
efforts,

*  enhance the provision and
management of disaster
assistance for efficient and
effective response,

¢ reduce the impact of natural
hazards by improving the
efficiency of mitigation and
flood programs, and

+ resolve financial managerient
weaknesses to ensure fiscal
accountability.

WWW.gao.govicgi-bin/getrpt ?GAD-03-113.

To view the full report, click on the link above.
For more information, contact John H.
Anderson Jr. at (202) 512-2834 oy
andersonj@gao.gov.

ing state and local governments' efforts to prepare and respond

to major disasters. FEMA’s mission will be absorbed into a new Departraent
of Homeland Security. As FEMA moves to integrate its mission into this new
department, FEMA faces several management challenges to:

.

Ensure effective coordination of preparedness and response
efforts. FEMA and its missions will be transferred in their entirety into
the new Department of Homeland Security (DHS)—the largest
reorganization of the federal government since 1947. However, FEMA’s
homeland security and nonhomeland security missions will be under
separate DHS directorates. The separation of disaster and emergency
preparedness responsibilities will present coordination challenges for
the Undersecretaries within DHS.

Enhance the provision and management of disaster assistance for
efficient and effective response. FEMA has demonstrated its ability
to quickly get resources to stricken c« ities in many di

However, FEMA needs to develop more objective and specific criteria to
assess the capabilities of states and localities to respond to a disaster.
FEMA needs to assess how the extent of its response and recovery
assistance to future disasters may be affected by the magnitude and
scope of recovery efforts undertaken in New York City. Information
system problems and a shortfall of appropriately trained FEMA staff
could compromise FEMA's ability to respond to a disaster.

Reduce the impact of natural hazards by improving the efficiency
of mitigation and flood programs. As the number of large, costly
disasters has grown, FEMA has placed more emphasis on disaster
mitigation efforts to reduce the effects of natural hazards. However,
concerns about the cost effectiveness of some of the mitigation
programs have been raised. The National Flood Insurance Program has
not operated on a sound financial footing for several years.

Resolve fi ial t weaknesses to ensure fiscal
accountability. From 1998 to 2000, FEMA's Inspector General issued
unqualified opinions on FEMA's consolidated financial statements.
However, problems with some of FEMA's systems resulted in a qualified
opinion on their 2001 financial statement, and FEMA plans to take
corrective action. Until corrective actions are completed to address
reliability of information and instances of noncorapliance with
requirements of certain laws and regulations, FEMA will not be able to
achieve effective financial accountability.

United States General Accounting Office
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United States General Accounting Office
Washington, D.C. 20548

January 2003

The President of the Senate
The Speaker of the House of Representatives

This report addresses the major management challenges and program risks facing the Federal
Emergency Management Agency (FEMA) as it works to carry out its missions, which range from
hazard mitigation to disaster response coordination. It is part of a special series GAO has issued
biennially since January 1999.

This report discusses the actions that FEMA has taken and that are under way to address its
management challenges. The report also discusses raajor events that have occurred that significantly
influence the environment in which the agency carries out its mission, Also, GAQ summarizes the
challenges that remain, new ones that have emerged, and further actions that GAQO believes are
needed.

This analysis should help the new Congress and the administration carry out their responsibilities and
improve government for the benefit of the American people. For additional information about this
report, please contact John H. Anderson Jr,, Managing Director, Physical Infrastructure, at (202) 512-
2834 or at andersonj@gao.gov.

W ——

David M. Walker
Comptroller General
of the United States
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Major Performance and Accountability
Challenges

For more than 20 years, the Federal Emergency Management Agency
(FEMA) has been the nation’s lead federal agency for preparing for,
responding to, and recovering from emergencies and disasters, natural and
manmade. The agency provides disaster management assistance and
funding for disaster response and recovery activities to commmunities and
individuals in situations where catastrophic events are beyond the
capabilities of the state and local governments affected. During this past
year, the agency has faced the daunting challenge of leading the federal
response to aid victims of the September 11, 2001 terrorist attacks—the
most costly disaster and most devastating terrorist incident since FEMA
was created. Moreover, FEMA's role in working with first responder
agencies—police, fire departments, and emergency medical personnel—
has taken on new urgency in preparing for similar, or possibly worse,
terrorist incidents. Yet, FEMA's traditional responsibility of preparing for
and responding to natural disasters has not lessened, and the agency
responded to 49 major disaster events in 2002.

Consistent with the increasing responsibilities placed upon FEMA, its
budget is growing substantially. The fiscal year 2003 FEMA budget request
is $6.7 billion, roughly three times the request for fiscal year 2002 The
largest portion of the fiscal year 2003 request is meant to support state and
local preparedness through the proposed $3.5 billion First Responder
Initiative.

On November 25, 2002, President Bush signed into law a bill ereating the
Department of Homeland Security (DHS)—the largest reorganization of the
federal government since the formation of the Department of Defense in
1947. DHS will be dedicated to protecting the United States from terrorist
attacks and will combine about 170,000 federal workers from 22 agencies.
FEMA and its missions will be placed entirely into DHS.

'FEMA's annual budget request provides for normal agency operations and for conducting

its various p 5, funding is d if funds appropriated in annual
Jegislation are not sufficient to respond to disasters. In fiscal year 2002, most of the funds
appropriated to FEMA were provided through 1 1 app fation:

Page 2 GAQ-03-113 FEMA Challenges
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Major Performance and Accountability
Challenges

The placement of FEMA within DHS represents a significantly changed
environment in which FEMA will conduct its missions in the future. FEMA
has traditionally operated in an “all hazards” approach—preparing
simultaneously for all types of disasters—and it will be important for
FEMA and DHS management to ensure that sufficient management
capacity and accountability is provided to both horeland security and
natural hazards missions. Some of these missions—such as hazard
mitigation and flood insurance—have not traditionally been security
related. In testimony to the Congress, the Comptroller General stated that
care needs to be taken so that nonsecurity functions in agencies such as
FEMA receive adequate funding, attention, visibility, and support when
subsumed into a department that will be under tremendous pressure to
succeed in its primary mission.?

This year, for the first time, we are issuing a report that addresses
challenges facing FEMA because of the increased national significance of
the agency’s missions and the additional responsibilities placed on the
agency. These responsibilities include responding to the effects of terrorist
attacks and providing a central focal point for disaster preparedness and
response. As a result, the agency faces a number of challenges, some of
which result from the creation of the DHS, and some which the agency will
bring into the new department. The performance and accountability
challenges facing FEMA are described below.

*{1.8. General Accounting Office, Homeland Security: Critical Design and Implementation
Issues, GAO-02-957T (Washington, D.C.: July 17, 2002).

Page 3 GAO-03-113 FEMA Challenges
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Major Performance and Aceountability
Challenges

ormance and k=
countability Challenges ;=
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rdination-of preparedness and response efforls

-and management of disaster assistance for efficient and

® Redticgithe impact of natural hazards by improving the efficiency of
ritigation and flood programs

Resolve finafcial snanagement weaknesses to ensure fiscal accountability

Ensure Effective
Coordination of
Preparedness and
Response Efforts

As a result of the legislation forming DHS, FEMA and its missions will be
transferred in their entirety into DHS. However, its homeland security and
nonhomeland security missions will be under separate DHS directorates.
This divisional separation could complicate FEMA's historical all-hazards
approach—a comprehensive approach focused on preparing for and
responding to all types of disasters, either natural or man-made. The
separation of disaster and emergency responsibilities across two
directorates of the new department will present coordination challenges
for the appropriate Undersecretaries within DHS.

Page 4 GAD-03-113 FEMA Challenges
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Major Performance and Accountability
Challenges

Separation of responsibilities for preparedness and response activities has
created problems in the past. Prior to 1979, more than 100 federal agencies
were involved in some aspect of disasters and emergencies, causing
problems at all levels of government and highlighting the need for
consolidation of functions. Thus, one of the objectives in the establishment
of FEMA in that year was to bring together disaster and emergency
response for all hazards in a single federal entity. More recently,
fragmentation of respounsibilities for combating and responding to
terrorism has been recognized as a problem. As we reported in March 2002,
over 40 federal entities have had a role in combating and responding to
terrorism.” The absence of a central focal point resulted in two major
problems. First, there was a lack of cohesive effort from within the federal
government. Second, the lack of leadership resuited in the federal
government’s development of multiple, similar programs to assist state and
local governments. For example, numerous federal entities offered state
and local gover training, planning, and assistance in dealing with the
consequences of chemical, biological, radiological, or nuclear attacks. Not
only did these efforts overlap, they potentially duplicated other efforts to
prepare for possible disasters such as from biological outbreaks, nuclear
power plants, or chemical factories.

In May 2001, as one approach to achieving a more integrated federal
terrorism preparedness response, the President created an Office of
National Preparedness within FEMA to coordinate all federal programs
that support state and local preparedness. In our September 2001 report,
we recommended a move beyond coordination—program consolidation.*
We believed that consolidation of assistance programs would best

1i overlappi i e programs and provide a single laison for
state and local officials. The need for consolidation of preparedness and
response