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Audit Report GC-HQ-06-40 

RESULTS OF REVIEW 

FEMA should initiate immediate action to correct weaknesses in awarding funds to cover grantee 
operations associated with the administration of public assistance grants. Currently, FEMA provides 
assistance in the form of an administrative allowance, as well as state management administrative 
grants to cover needs that are unmet by the allowance. However, there is a real potential for excess 
funding and a financial windfall for state grantees because the two fund sources cover essentially the 
same activities and no provisions exist for the state grantees to report or return unused funds granted 
under the allowance. Funding that the State of Louisiana has available for Hurricane Katrina 
administrative costs illustrates this point. 

The State of Louisiana will receive an administrative allowance of approximately $24 million based 
on projected public assistance costs of $4.8 billion. I The allowance is based on a sliding scale 
formula, tied to the amount of public assistance awards--the larger the award, the larger the 
allowance. The allowance must be used to cover the extraordinary costs of state expenses associated 

I The Disaster Mitigation Act of 2000 (DMA), Pub. L. No. 106-390, § 205(e) (Oct. 30, 2000), repealed section 406(f) of 
the Robert T. Stafford Disaster Relief and Emergency Assistance Act (Stafford Act), 42 U.S.c. § 5172(f), which 
authorized grantees an administrative allowance. Section 202(a) of the DMA added section 324 of the Stafford Act, 
requiring establishment by regulation of cost rates to determine contributions for management costs incurred by Stafford 
Act grantees. Section 202(b) of the DMA required continued use of section 406(f) until management cost rates were 
established by regulation. FEMA issued its proposed rule on August 20,2002. 67 Fed. Reg. 56130-56136 (Aug. 30, 
2002). It has yet to issue a final rule and continues to apply the formula under section 406(f). 








