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We reviewed FEMA's procedures for classifying Hurricane Katrina disaster relief costs as part of 
our ongoing oversight of Hurricane Katrina operations. Our objective was to determine whether the 
classification of direct and administrative costs for Alabama, Louisiana, and Mississippi was 
reasonable and accurate. 

FEMA needs to improve its cost identification and classification. Because It did not classify costs 
properly, FEMA provided inaccurate information to managers, Congress, and the public on how 
taxpayer funds were spent. First, in Alabama, Louisiana, and Mississippi, FEMA charged direct 
costs to an administrative cost category, resulting in overstated administrative costs and understated 
direct costs. Second, FEMA charged costs to the Mississippi disaster that should have been 
distribution among the three states. 

Overstated Administrative Costs 

FEMA's accounting system has a cost account called administration. Generally, this account 
includes administrative, support, supervisory and other such costs. However, it also includes costs 
that would more appropriately be classified as direct costs. As of December 21,2005, the 
administration account for Alabama, Louisiana, and Mississippi contained 9.5 percent, 23.9 percent, 
and 35 .7 percent, respectively, of the total Katrina costs charged to the states. The administration 
account for all three states was 26.2 percent of the total Katrina costs. This indicates that 26.2 
percent of all funds were spent for administrative rather than operational purposes. However, that 
was not the case. 

Costs charged to the administration accounts included such items as food, ice, water, power, 
transporting disaster victims, long-term infrastructure projects, urban search and rescue, and disease 
prevention and control. These costs accounted for the majority of the administration accounts and 






