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DHS OIG HIGHLIGHTS
    The City of Waterloo, Iowa, Jeopardizes  

$1.9 Million in Estimated 
FEMA Grant Funding 

April 9, 2018 

Why We Did 
This Audit 
At the time of our audit, 
Federal Emergency 
Management Agency (FEMA) 
estimated that the City of 
Waterloo, Iowa (City), 
sustained approximately 
$1.9 million in damages from 
severe storms and flooding 
from September 21 through 
October 3, 2016. We 
conducted our review early in 
the grant process to identify 
areas in which the City may 
need additional technical 
assistance or monitoring to 
ensure compliance with 
Federal requirements. 

What We 
Recommend 
We made three 
recommendations to FEMA 
that, when implemented, will 
prevent the City from 
jeopardizing $1.9 million in 
estimated FEMA grant funds 
and protect taxpayers’ dollars. 

For Further Information: 
Contact our Office of Public Affairs at 
(202) 254-4100, or email us at 
DHS-OIG.OfficePublicAffairs@oig.dhs.gov 

What We Found 
City officials did not provide all requested 
information and explanations necessary to perform 
our review. Because the City did not provide 
supporting documentation for its disaster 
transactions, we were unable to assess whether the 
City’s policies, procedures, and business practices 
were adequate to account for FEMA Public 
Assistance grant funds properly. The City’s failure 
to cooperate with a Federal audit put approximately 
$1.9 million dollars in potential FEMA grant 
funding at risk of being deobligated or not funded. 

Based on the City’s actions, FEMA lacks assurance 
that the City can properly account for disaster-
related costs or that those costs are eligible and 
allowable. FEMA also cannot ensure that the City 
followed Federal procurement regulations and 
FEMA guidelines for disaster-related costs. 

FEMA Response 
FEMA agreed with our findings and 
recommendations. Appendix B includes FEMA’s 
response in its entirety. 
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

Washington, DC 20528 / www.oig.dhs.gov 

APR 9 2018 

MEMORANDUM FOR: 	 Paul Taylor 
Regional Administrator, Region VII 
Federal Emergency Management Agency 

FROM: 	 John E. McCoy II 
Assistant Inspector General for Audits 

SUBJECT: 	 The City of Waterloo, Iowa, Jeopardizes $1.9 Million in 
Estimated FEMA Grant Funding   

Attached for your action is our final report, The City of Waterloo, Iowa, 
Jeopardizes $1.9 Million in Estimated FEMA Grant Funding. We incorporated 
the formal comments provided by your office. 

The report contains three recommendations. Your office concurred with all 
recommendations. Based on information provided in your response to the draft 
report, we consider recommendations 1 and 2 closed and recommendation 3 
resolved and open. 

We audited the capability of the City, a Federal Emergency Management 
Agency (FEMA) grant subrecipient, to manage FEMA Public Assistance grant 
funds. We conducted this audit early in the Public Assistance process to 
identify areas in which the City may need additional technical assistance or 
monitoring to ensure compliance with Federal regulations and FEMA 
guidelines. In addition, by undergoing an audit early in the grant cycle, 
subrecipients have the opportunity to correct noncompliance before they spend 
the majority of their grant funding. It also allows them the opportunity to 
supplement deficient documentation or locate missing records before too much 
time lapses. 

At the time of our fieldwork, FEMA had awarded $1.1 million of the 
$1.9 million in estimated damages sustained from severe storms and flooding 
that began September 21, 2016, and lasted through October 3, 2016. The 
award will provide 75 percent Federal funding for eligible work. At the time of 
our audit, the City had not submitted any claims to Iowa Homeland Security 
and Emergency Management Department (Iowa) for reimbursement. 

Consistent with our responsibility under the Inspector General Act, we will 
provide copies of our report to congressional committees with oversight and 
appropriation responsibility over the Department of Homeland Security. We will 
post the report on our website for public dissemination. 
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

Please call me with any questions at (202) 254-4100, or your staff may contact 
Paul Wood, Acting Deputy Assistant Inspector General for Audits, at 
(202) 254-4100. 

Background 

The City of Waterloo, located in northeast Iowa with a population of more than 
68,000, is the county seat of Blackhawk County. On September 21, 2016, the 
Cedar River flooded causing damage to the low-lying areas within the City 
including roads and public parks (see figure 1). The President declared the 
flooding a major disaster on October 31, 2016. In anticipation of record 
flooding from the Cedar River, the City used emergency measures to reduce the 
immediate threat to lives, public health, and safety; and to protect publicly 
owned property. 

Figure 1: 2016 Flooding of Sans Souci Island Park in Waterloo, Iowa 

Source: City of Waterloo, Iowa 

Results of Audit 

The City did not provide all requested information and explanations necessary 
to perform our review; therefore, we were unable to assess whether the City’s 
policies, procedures, and business practices were adequate to account for 
FEMA Public Assistance grant funds properly. The City’s failure to cooperate 
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

with a Federal audit put approximately $1.9 million dollars in potential FEMA 
grant funding at risk of being deobligated or not funded. 

Both FEMA and State officials said they experienced similar difficulties 
obtaining necessary information to process the City’s grant awards, which 
affected the overall award amount. Based on the City’s actions, FEMA lacks 
assurance that the City can account for disaster-related costs or that those 
costs are eligible and allowable. FEMA also cannot ensure that the City 
followed Federal procurement regulations and FEMA guidelines for disaster-
related costs. 

City officials did not provide all requested information and explanations 
necessary to complete this audit. As a result, we were unable to answer the 
audit objective and perform the duties and responsibilities required by the 
Inspector General Act of 1978, as amended, and Federal regulations. The 
Inspector General Act requires our organization to conduct and supervise audits 
relating to the programs and operations of the Department of Homeland 
Security. In accordance with 2 Code of Federal Regulations (CFR) 200.336, the 
non-Federal entity, in this case the City, must provide the Inspector General 
access to any documents, papers, or other records that are pertinent to the 
Federal award. That right of access also requires the non-Federal entity to give 
the Inspector General timely and reasonable access to its employees for the 
purpose of interview and discussion related to such documents. Also, the City 
agreed in writing, as part of the subgrant agreement, to provide Iowa and the 
Federal awarding agency access and examinations right for all records related 
to the FEMA grant subaward. Despite the City’s assurances and certifications 
with Iowa on May 22, 2017 (see figure 2), the City did not comply with grant 
award requirements (see appendix C for the entirety of the State of Iowa 
Applicant’s Assurances and Certifications). 

Figure 2: State of Iowa Applicant’s Assurance and Certifications 

Source: Iowa Homeland Security and Emergency Management Department 
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

On March 3, 2017, we notified FEMA, Iowa, and City officials of the audit scope 
and objective and provided an initial list of documents needed for review prior 
to entrance conferences and onsite visits. After weeks of coordination with the 
City’s Chief Financial Officer (CFO), we scheduled a 1-week site visit in late 
May 2017. During the site visit, the audit team experienced significant 
difficulties scheduling employee interviews and obtaining City policies, 
procedures, and supporting documentation for disaster-related expenses and 
damages. The City’s CFO was often unavailable for interviews, unable to 
answer specific questions about disaster-related costs, and unable to provide 
requested documents to the audit team. Although we eventually received the 
City’s policies and procedures, we were unable to evaluate whether the City’s 
disaster transactions complied with established policies and procedures. 

Throughout the audit, City officials did not satisfy numerous information 
requests; did not provide necessary documents (i.e., supporting documentation 
for disaster contract awards); and did not facilitate scheduling site visits and 
employee interviews. From June to August 2017, we placed numerous phone 
calls and submitted information and documentation requests to the City Mayor 
(Mayor) and CFO that went unanswered. City officials said response delays 
occurred due to staff shortages and continued employee turnover. 

FEMA and Iowa officials said they experienced the same issues with access to 
City records and documentation for this disaster. For example, the City did not 
provide Iowa or FEMA with supporting documentation for its $575,578 grant 
subaward to replace its damaged skate park (see appendix D). As a result, 
FEMA reduced eligible funding to $418,773 based on available supporting 
documentation. Iowa officials said they would not release funds for the City’s 
large projects until the City provided supporting documentation. However, prior 
to the exit conferences, Iowa officials said they contacted a City official, other 
than the designated FEMA representative, to gather documentation necessary 
to finalize the City’s disaster grants. Although Iowa officials eventually received 
necessary documentation, we are concerned about the City’s ability to manage 
grant funding properly. 

Based on the City’s actions, we were unable to determine whether the City is 
capable of accounting for and expending FEMA grant funds according to 
Federal regulations and FEMA guidelines. As a result, FEMA lacks assurance 
that the City can account for disaster-related costs or that those costs are 
eligible and allowable. Additionally, FEMA cannot ensure that the City followed 
Federal regulations and FEMA guidelines for disaster-related costs. Therefore, 
we recommend FEMA suspend or delay approval of additional project funding 
for the City, under 4289-DR-IA, until Iowa verifies that the City complied with 
Federal requirements for sufficient access to records and information. 
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

Additionally, FEMA should direct Iowa to suspend or delay reimbursements to 
the City until Iowa completes onsite visits to ensure the City complies with 
Federal grant regulations. We also recommend FEMA consider the City an at-
risk subrecipient and direct Iowa to impose special award conditions through 
additional requirements as needed to ensure the City’s compliance with Federal 
grant regulations as allowed by 2 CFR 200.207(a)(4).1 These special award 
conditions may include requiring the City to obtain technical assistance, 
imposing additional project monitoring, or withholding authority to proceed to 
the next phase until receipt of evidence of acceptable performance within a 
given period.2 

Recommendations 

Recommendation 1: We recommend that the Regional Administrator, Federal 
Emergency Management Agency Region VII, suspend or delay approval of 
additional project funding for the City, under 4289-DR-IA, until Iowa verifies 
that the City complied with Federal requirements for sufficient access to 
records and information. 

Recommendation 2: We recommend that the Regional Administrator, Federal 
Emergency Management Agency Region VII, direct Iowa to suspend or delay 
reimbursements to the City until Iowa completes onsite visits to ensure the 
City complies with Federal grant regulations for 4289-DR-IA. 

Recommendation 3: We recommend that the Regional Administrator, Federal 
Emergency Management Agency Region VII, consider the City as an at-risk 
subrecipient and direct Iowa to impose special award conditions through 
additional requirements as needed to ensure the City’s compliance with Federal 
grant regulations as allowed by 2 CFR 200.207. 

Discussions with Management and Audit Follow-up 

We discussed the results of our audit with FEMA, Iowa, and City officials. We 
considered their comments when developing our report and incorporated their 
comments as appropriate. We also provided a draft report to these officials and 
discussed it at exit conferences with FEMA officials on January 18, 2018, and 
with Iowa and City officials on January 26, 2018. FEMA, Iowa, and City 
officials generally agreed with our findings and recommendations. At the exit 

1 2 CFR 200.207(a)(4) allows the Federal awarding agency or pass-through entity to impose
 
additional specific award conditions as needed when an applicant or recipient is not otherwise
 
responsible.
 
2 2 CFR 200.207(b). 
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

conference, City officials said they will cooperate with future information 
requests from Iowa. 

FEMA officials provided a written response to this report on February 16, 2018, 
agreeing with our findings and recommendations (see appendix B). FEMA’s 
responses were sufficient to resolve all three recommendations in this report. 
For recommendations 1 and 2, FEMA provided evidence that it has suspended 
approving additional project work for the City until it receives the results of 
Iowa’s monitoring visit and a memo directing Iowa to suspend or delay 
reimbursements to the City until the City is in compliance with Federal 
requirements. Therefore, we consider recommendations 1 and 2 closed with no 
further action required. 

For recommendation 3, FEMA provided a corrective action plan with a target 
completion date of 90 days after final report issuance. As a result, we consider 
recommendation 3 resolved and open, and we will close this recommendation 
when we receive documentation to verify that FEMA has completed its planned 
actions. 

The Office of Audits major contributors to this report were Larry Arnold, 
Director; Chiquita Washington, Audit Manager; Heather Hubbard, Auditor-in-
Charge; Lauren Moore, Auditor; Michael McGee, Auditor; Thomas Hamlin, 
Communications Analyst; Kevin Dolloson, Communications Analyst; and 
Audrey Van, Independent Reference Reviewer. 
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

Appendix A 
Objective, Scope, and Methodology 

We audited the capability of the City of Waterloo, Iowa, Public Assistance 
Identification Number 013-82425-00, to manage FEMA Public Assistance grant 
funds. Our audit objective was to determine whether the City’s policies, 
procedures, and business practices were adequate to account for and expend 
FEMA grant funds according to Federal regulations and FEMA guidelines for 
FEMA Disaster Number 4289-DR-IA. FEMA’s preliminary damage assessments 
estimated total damages of $1.9 million resulting from severe storms and 
flooding that began on September 21, 2016, and continued through 
October 3, 2016. The audit covered the period from September 21, 2016, 
through May 22, 2017. As of May 22, 2017, FEMA awarded $1,120,199 for 
three small and four large projects and had not yet completely developed 
project worksheets for the remaining projects.3 The award will provide 75 
percent FEMA funding for eligible work. 

Table 1: Schedule of Projects and Award Amounts 

Project 
Worksheet3 

Category 
of Work4 

Estimated 
Damages 

Total 
Award 

Amount  

278 A $ 250,000 $ 160,951 
203,226 B 587,000 481,895 

240 C 310,000 167,504 
169 E 20,000 0 
99 F 127,500 5,600 
291 G     600,000     304,249 

Totals: $1,894,500 $1,120,199
 Source: Office of Inspector General analysis, FEMA preliminary 

    damage assessments and City documentation 

We interviewed FEMA, Iowa, and City officials; reviewed applicable Federal 
regulations and FEMA guidelines; gained a basic understanding of how the 
City plans to account for disaster-related costs; and performed other 
procedures necessary to accomplish our objective. Due to the scope limitation, 

3 Federal regulations in effect at the time of the disaster set the large project threshold at 

greater than $123,100 [Notice of Adjustment of Disaster Grant Amounts, Vol. 81, No. 197, Fed.
 
Reg. 70,434 (Oct. 12, 2016)]. 

4 A project worksheet is the form FEMA uses to document the details of the Applicant’s project 

and costs claimed.  

5 FEMA identifies type of work by category: “A” for debris removal, “B” for emergency protective
 
measures, and “C–G” for permanent work.
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

Appendix A
 
Objective, Scope, and Methodology (continued)
 

we could not select a sample of project costs or disaster-related contracts for 
detailed testing. We also could not perform a detailed assessment of the City’s 
internal controls over its grant activities. 

We conducted this performance audit between May 2017 and January 2018 
pursuant to the Inspector General Act of 1978, as amended, and according to 
generally accepted government auditing standards. Those standards require 
that we plan and perform the audit to obtain sufficient, appropriate evidence to 
provide a reasonable basis for our findings and conclusions based upon our 
audit objective. We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based upon our audit objective. In 
conducting this audit, we applied the statutes, regulations, and FEMA policies 
and guidelines in effect at the time of the disaster. 
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

Appendix B 
FEMA Region VII Audit Response 
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

Appendix B
 
FEMA Region VII Audit Response (continued)
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

Appendix C 
State of Iowa Applicant’s Assurances and Certifications 
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Department of Homeland Security 

Appendix C 
State of Iowa Applicant’s Assurances and Certifications 
(continued) 
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OFFICE OF INSPECTOR GENERAL 
Department of Homeland Security 

Appendix D 
Region VII Project Worksheet 291 Determination Memo 
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Appendix D 
Region VII Project Worksheet 291 Determination Memo 
(continued) 
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Appendix E 
Report Distribution 

Department of Homeland Security 

Secretary 
Chief of Staff 
Chief Financial Officer 
Under Secretary for Management 
Chief Privacy Officer 

Federal Emergency Management Agency 

Administrator 
Chief of Staff 
Chief Financial Officer 
Chief Counsel 
Chief Procurement Officer 
Director, Risk Management and Compliance 
Audit Liaison, FEMA Region VII 
Audit Liaison, FEMA (Job Code G-17-019) 

Office of Management and Budget 

Chief, Homeland Security Branch 
DHS OIG Budget Examiner 

Congress 

Congressional Oversight and Appropriations Committees 

External 

Director, Iowa Homeland Security and Emergency Management Department 
State of Iowa, Auditor of State 
Mayor, City of Waterloo, Iowa 
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Additional Information and Copies 

To view this and any of our other reports, please visit our website at: 
www.oig.dhs.gov. 

For further information or questions, please contact Office of Inspector General 

Public Affairs at: DHS-OIG.OfficePublicAffairs@oig.dhs.gov. 

Follow us on Twitter at: @dhsoig. 


OIG Hotline 
� 
To report fraud, waste, or abuse, visit our website at www.oig.dhs.gov and click 
on the red "Hotline" tab. If you cannot access our website, call our hotline at 
(800) 323-8603, fax our hotline at (202) 254-4297, or write to us at: 

Department of Homeland Security 
Office of Inspector General, Mail Stop 0305 
Attention: Hotline 
245 Murray Drive, SW 
Washington, DC 20528-0305 

http:www.oig.dhs.gov
mailto:DHS-OIG.OfficePublicAffairs@oig.dhs.gov
http:www.oig.dhs.gov



