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U.S. VIRGIN ISLANDS RECOVERY

Additional Actions Could Strengthen FEMA'’s Key
Disaster Recovery Efforts

What GAO Found

As of June 30, 2019, FEMA obligated more than $1.9 billion in grant funding for
640 projects in the U.S. Virgin Islands (USVI) through the Public Assistance
program and Hazard Mitigation Grant Program in response to the 2017
hurricanes. However, the limited availability of local USVI personnel to staff key
recovery positions and the territory’s difficult fiscal situation presented challenges
in implementing these programs. Further, FEMA and USVI officials stated they
faced challenges with implementing the Public Assistance alternative procedures
program, which provides the USVI with flexibility in determining when and how to
fund projects. Specifically, these officials stated that developing accurate fixed-
cost estimates and using new flexibilities authorized by law delayed longer-term
recovery projects. USVI officials told GAO they plan to take a cautious approach
when deciding whether to pursue projects using the alternative procedures.

2017 Hurricane Damage in the U.S. Virgin Islands

7770 184

The Virgin Islands Housing Authority office in St. Thomas Hurricane force winds completely destroyed apartments
sustained significant damage during the storms. in a public housing facility in St. Thomas.

Source: GAO. | GAO-20-54

FEMA expanded its Sheltering and Temporary Essential Power (STEP) pilot
program in the USVI to address the lack of other sheltering options for survivors,
such as hotels. The program aimed to provide minimal, temporary repairs to
damaged homes to quickly make them habitable. In May 2019, FEMA decided it
would not use the STEP pilot program in the future since it did not provide
assistance as rapidly as intended. Historically, the program was used to address
survivors’ emergency sheltering needs. However, since ending it, FEMA has not
evaluated options for providing future emergency sheltering assistance. Doing so
could help FEMA plan for when the next disaster inevitably strikes.

The USVI and FEMA established structures for overseeing recovery efforts. For
example, the USVI established a new office to oversee federal recovery
programs and FEMA has processes in place to oversee recovery projects at the
local, regional, and headquarters levels. However, GAO found that FEMA does
not have a consolidated standard operating procedures document for monitoring
Hazard Mitigation Grant Program projects. Assessing the need for a consolidated
document would help FEMA determine whether its existing guidance should be
strengthened.
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1 U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

November 19, 2019
Congressional Requesters

In September 2017, two Category 5 hurricanes—Irma and Maria—struck
the U.S. Virgin Islands (USVI) in the span of two weeks, devastating the
territory’s education and housing sectors, electricity grid, and healthcare
system, among other critical infrastructure, and causing billions of dollars
in damage (see fig. 1)." In addition, the hurricanes generated hundreds of
thousands of tons of debris, often blocking roads and making
transportation hazardous. Further, the storms severely impacted the
territory’s economy—especially tourism—exacerbating an already difficult
financial situation in the USVI, which had been operating under severe
fiscal constraints prior to the storm.?

"The National Oceanic and Atmospheric Administration measures hurricanes on a scale
from 1 to 5 with a Category 1 being the least intense and a Category 5 being the most
intense. A Category 5 hurricane is defined as having winds above 157 miles per hour.
Both Hurricane Irma and Hurricane Maria made landfall on the U.S. Virgin Islands (USVI)
as Category 5 hurricanes.

2In June 2019, we reported that the USV/’s total public debt outstanding increased
between fiscal years 2005 and 2015 from $1.4 billion to $2.7 billion. The balance
subsequently declined to $2.6 billion in fiscal year 2016—the most recent year for which
data were available—due to the repayment of existing debt. GAO, U.S. Territories: Public
Debt Outlook — 2019 Update, GAO-19-525 (Washington, D.C.: June 28, 2019).
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Figure 1: Selected Hurricane Damage Sustained in St. Croix and St. Thomas, U.S. Virgin Islands

This school building in St. Croix sustained severe hurricane damage, Hurricane force winds completely destroyed apartments in a public housing

including a collapsed roof.

Source: GAO. | GAO-20-54

facility in St. Thomas.

The Federal Emergency Management Agency (FEMA)—a component of
the Department of Homeland Security (DHS)—is the lead federal agency
responsible for assisting the USVI as it recovers from these natural
disasters.® Among other responsibilities, FEMA works with the USVI
government to administer the Public Assistance grant program and
Hazard Mitigation Grant Program, providing grant funding for a wide
range of eligible response and recovery activities. The Public Assistance
program provides grant funding for debris removal efforts; life-saving
emergency protective measures, such as emergency repairs to private
homes through the Sheltering and Temporary Essential Power (STEP)
pilot program; and the repair or replacement of disaster-damaged
publicly-owned facilities.* In July 2018, FEMA approved the USVI's
request to use the Public Assistance alternative procedures pilot program
in the territory, which offers financial incentives for the timely and cost-

3See 6 U.S.C. § 313.

“The STEP pilot program is an emergency sheltering program implemented under the
Public Assistance program’s category B emergency work. The program allows FEMA to
fund emergency, temporary repairs to make damaged homes habitable by, for example,
restoring electricity to a private home and applying temporary patches to roofs and
windows to protect the interior.
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effective completion of projects. The Hazard Mitigation Grant Program
provides funding for long-term mitigation solutions, such as elevating
properties in flood-prone areas and retrofitting public infrastructure to
minimize future damage from high winds, flooding, and other effects of
natural or man-made disasters.

We have previously reported on federal disaster response and recovery
efforts in the USVI. In September 2018, we reported our observations of
FEMA'’s response to hurricanes Irma and Maria in the USVI, among other
impacted areas.® In February 2019, we reported on the status of FEMA’s
Public Assistance program in the USVI, including the USVI’s decision to
pursue the Public Assistance alternative procedures program.® Further,
we testified on four occasions in June, July, and October of 2019
regarding our observations on the USVI’s plans for using the alternative
procedures program and challenges with program implementation.”

You asked us to review the federal government’s response to the 2017
hurricanes. In this report, we examine:

1. the status of Public Assistance program and Hazard Mitigation Grant
Program funding in the USVI and any challenges FEMA and the USVI
faced in implementing these programs;

2. FEMA'’s and the USVI's implementation of the STEP pilot program
and FEMA'’s plans for providing future emergency sheltering
assistance; and

5GAO, 2017 Hurricanes and Wildfires: Initial Observations on the Federal Response and
Key Recovery Challenges, GAO-18-472 (Washington, D.C.: September 4, 2018).

5GAO, U.S. Virgin Islands Recovery: Status of Public Assistance Funding and
Implementation, GAO-19-253 (Washington, D.C.: February 25, 2019). In March 2019, we
also reported on the status of disaster recovery efforts in Puerto Rico. GAO, Puerto Rico
Hurricanes: Status of FEMA Funding, Oversight, and Recovery Challenges, GAO-19-256
(Washington, D.C.: March 14, 2019).

'GAO, Emergency Management: FEMA Has Made Progress, but Challenges and Future
Risks Highlight Imperative for Further Improvements, GAO-19-594T (Washington, D.C.:
June 12, 2019). GAO, Emergency Management: FEMA Has Made Progress, but
Challenges and Future Risks Highlight Imperative for Further Improvements,
GAO-19-617T (Washington, D.C.: June 25, 2019). GAO, Emergency Management:
FEMA'’s Disaster Recovery Efforts in Puerto Rico and the U.S. Virgin Islands,
GAO-19-662T (Washington, D.C.: July 11, 2019). GAO, Disaster Recovery: Recent
Disasters Highlight Progress and Challenges, GAO-20-183T (Washington, D.C.: October
22, 2019).
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3. the extent to which FEMA and the USVI have structures in place to
oversee the implementation and monitoring of the Public Assistance
program and Hazard Mitigation Grant Program.

To address these objectives, we reviewed relevant laws and FEMA
program documentation on the Public Assistance program and Hazard
Mitigation Grant Program, including the April 2018 Public Assistance
Program and Policy Guide, the September 2018 Public Assistance
Alternative Procedures Permanent Work Guide for the USVI, and the
February 2015 Hazard Mitigation Assistance Guidance.® Further, we
conducted site visits to the USVI in May and October of 2018 and March
of 2019 where we visited the USVI islands of St. Croix, St. Thomas, and
St. John. We observed hurricane-damaged areas, as well as specific
Public Assistance program and Hazard Mitigation Grant Program
projects. These site visits were not generalizable to all program projects
across all damaged areas of the USVI. We interviewed relevant FEMA
and USVI officials, as well as contractor and USVI personnel responsible
for implementing these projects. We also examined key program
paperwork and documentation and observed the data systems FEMA
uses to develop, monitor, and oversee individual projects.

To assess the status of Public Assistance program and Hazard Mitigation
Grant Program funding in the USVI and any challenges in the
implementation of these programs, we obtained and analyzed data from
three FEMA systems—the Emergency Management Mission Integrated
Environment, Integrated Financial Management Information System, and
National Emergency Management Information System—on FEMA'’s
obligations and the USVI's expenditures as of June 30, 2019.° We

8FEMA, Public Assistance Program and Policy Guide, FP 104-009-2 (April 2018). FEMA,
Public Assistance Alternative Procedures (Section 428) Permanent Work Guide FEMA-
4340-DR-VI (September 15, 2018). FEMA, Hazard Mitigation Assistance Guidance
(February 27, 2015).

%These data do not include obligations and expenditures for, among other federal disaster
assistance programs, direct federal mission assignments, in which a federal agency is
tasked with providing eligible emergency work or debris removal services to a territory or
state, or for other categories of mission assignments. An obligation is a definite
commitment that creates a legal liability of the government for the payment of goods and
services ordered or received. For the purposes of this report, obligations represent the
amount of grant funding FEMA provided through the Public Assistance program and
Hazard Mitigation Grant Program for specific projects in the USVI. An expenditure is an
amount paid by federal agencies, by cash or cash equivalent, during the fiscal year to
liquidate government obligations. For the purposes of this report, an expenditure
represents the actual spending by the USVI government of money obligated by the federal
government.
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reviewed existing information about these systems, interviewed data
users and managers responsible for these data, and cross-checked data
across sources to ensure consistency. Based on these steps, we
determined these data to be sufficiently reliable for the purposes of
reporting on FEMA obligations and USVI expenditures. In addition, we
interviewed FEMA officials in the USVI to discuss any challenges they
faced with program-wide implementation of the Public Assistance
program and Hazard Mitigation Grant Program, as well as those
associated with specific recovery projects. Further, we interviewed the
USVI Governor and territorial officials in the Office of Disaster Recovery,
the Territorial Emergency Management Agency, and the Department of
Finance, as well as contractor personnel.

To evaluate FEMA'’s and the USVI's implementation of the STEP pilot
program in the USVI and FEMA’s plans for providing future emergency
sheltering assistance, we reviewed relevant program documentation,
including FEMA’s STEP pilot program guide for the USVI, as well as
letters, memoranda, and other documentation FEMA issued to update or
clarify key components of the program.'® We interviewed FEMA officials
in the USVI, FEMA Region Il, and headquarters to discuss FEMA'’s
implementation of the STEP pilot program and associated challenges in
the USVI."" In addition, we interviewed territorial officials in, among other
agencies, the Virgin Islands Housing Finance Authority—which is
responsible for implementing the STEP pilot program in the USVI—as
well as contractor personnel regarding program implementation and
relevant challenges. Further, during a March 2019 site visit to St. Croix,
we observed ongoing STEP pilot program repairs, as well as inspections
on participating homes.'? We also reviewed FEMA’s implementation of
the STEP pilot program during other disaster recovery efforts and
assessed the agency’s options for providing emergency sheltering

OFEMA, Sheltering and Temporary Essential Power (STEP) Pilot Program for FEMA-
4335-DR-VI and FEMA-4340-DR-VI (October 27, 2017).

"FEMA Region Il is responsible for the states of New Jersey and New York, the
Commonwealth of Puerto Rico, the territory of the U.S. Virgin Islands, and eight Tribal
Nations.

12STEP pilot program eligibility is limited to disaster-damaged, single-family owner-
occupied residential properties, to include duplexes and townhomes. Commercial
properties and commonly owned areas, structures, or equipment are not eligible for the
STEP pilot program. For the purposes of this report, a “home” refers to a property that
participated in the STEP pilot program.
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assistance against federal internal control standards related to identifying,
analyzing, and responding to risks to achieve objectives.™

To assess the extent to which FEMA and the USVI have structures in
place to oversee the implementation and monitoring of the Public
Assistance program and Hazard Mitigation Grant Program, we reviewed
relevant documentation on these programs. Specifically, we reviewed the
December 2013 Public Assistance Program Management and Grant
Closeout Standard Operating Procedure, the July 2016 Hazard Mitigation
Field Operations Guide, and the USVI's administrative plans outlining the
territory’s programmatic management and project monitoring activities for
these programs, among other relevant documents.' We assessed FEMA
guidance for the Public Assistance program and Hazard Mitigation Grant
Program against federal internal control standards and standards for
program management related to defining objectives in specific and
measurable terms so they are understood at all levels of the organization
and documenting success criteria for key milestones.’ We also
interviewed FEMA officials in the USVI, FEMA Region Il, and
headquarters regarding the agency’s responsibilities and processes for
ensuring the USVI implemented the Public Assistance program and
Hazard Mitigation Grant Program in accordance with relevant laws,
regulations, policies, and FEMA guidance. Further, we interviewed USVI
officials in the Office of Disaster Recovery and Virgin Islands Territorial
Emergency Management Agency, as well as USVI contractor personnel,
among others, to assess the structures and processes the territory had in
place to effectively oversee projects.

We conducted this performance audit from June 2018 through November
2019 in accordance with 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

13GAO, Standards for Internal Control in the Federal Government, GAO-14-704G
(Washington, D.C.: September 2014).

4FEMA SOP9570.14, Public Assistance Program Management and Grant Closeout
Standard Operating Procedure (December 2013). FEMA, Hazard Mitigation Field
Operations Guide (HMFOG): Management (July 2016).

15GAO-14-7O4G.Project Management Institute, Inc., The Standard for Program
Management ®, Third Edition (Newton Square, PA: 2013). The Standard for Program
Management ® describes, among other things, how resource planning; goals, milestones,
and performance measures; and program monitoring and reporting are good practices
that can enhance management for most programs.
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our findings and conclusions based on our audit objectives. We believe
that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.

Background

Hurricanes Irma and Maria In September 2017, Hurricane Irma struck the islands of St. Thomas and
St. John, and two weeks later, Hurricane Maria struck the island of St.
Croix in the USVI, causing catastrophic damage across the entire territory
and neighboring Caribbean islands (see fig. 2).

6The USVI is the easternmost territory of the United States and consists of four islands
(St. Thomas, St. Croix, St. John, and Water Island). The USVI is located 1,115 miles
southeast of Miami and 70 miles east of San Juan, Puerto Rico (see fig. 2).
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Figure 2: Path of Hurricanes Irma and Maria through the U.S. Virgin Islands
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The storms severely damaged the USV/I’s critical infrastructure, leaving
many of the territory’s 107,000 residents without electricity, phone
service, food, or running water. According to a September 2018 report
from the USVI Hurricane Recovery and Resilience Task Force (USVI
Task Force Report), the hurricanes devastated the territory’s electricity
grid and telecommunications systems, shutting down both for months.'”
Further, the storms damaged more than half of the territory’s housing
units, as well as its hospitals, government buildings, schools, water and
wastewater facilities, and more (see figs. 3 and 4). Overall, the report
estimated that the hurricanes caused approximately $10.7 billion in total
damages across the USVI.

Figure 3: Hurricane Damage Sustained at a Hospital in St. Thomas, U.S. Virgin Islands as of May 2018

Damage to the hospital’s roof allowed water to infiltrate the facility, severely Broken windows caused water and wind damage to a nurses’ station.
damaging check-in areas, hospital rooms, medical equipment and records, Hospital personnel erected temporary wooden holdings until the station’s
and offices. walls and windows can be repaired.

Source: GAO. | GAO-20-54

"7In October 2017, the Governor of the USVI called for the USVI Hurricane Recovery and
Resilience Task Force to draft a report assessing the USVI’s hurricane response and
guiding its efforts during the rebuilding process. The report was released in September
2018 and can be found at https://www.usvihurricanetaskforce.org/. We reported our
observations on federal support for electricity grid restoration in the USVI and Puerto Rico
as a result of the 2017 hurricanes in a separate report. See GAO, 2017 Hurricane Season:
Federal Support for Electricity Grid Restoration in the U.S. Virgin Islands and Puerto Rico,
GAO-19-296 (Washington, D.C.: April 18, 2019).
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Figure 4: Hurricane Damage to the Virgin Islands Housing Authority’s Central Office
as of October 2018, St. Thomas, U.S. Virgin Islands

The Virgin Islands Housing Authority’s Central Office in St. Thomas sustained significant damage
during the hurricanes.

Source: GAO. | GAO-20-54

In response to the request of the Governor of the USVI, the President
declared a major disaster the day after each hurricane struck the
territory.'® Major disaster declarations can trigger a variety of federal

'8n accordance with the Robert T. Stafford Disaster Relief and Emergency Assistance Act
(Stafford Act), as amended, the President of the United States may declare that a major
disaster or emergency exists in response to a governor’s or tribal chief executive’s request
if the disaster is of such severity and magnitude that effective response is beyond the
capabilities of a state, tribe, or local government and federal assistance is necessary. See
42 U.S.C. § 5170. Prior to a major disaster or emergency declaration, a preliminary
damage assessment is typically used to determine the impact and magnitude of damage
and the resulting needs of individuals, businesses, the public sector, and the community
as a whole. The territory then generally uses the information collected as the basis for the
governor’s request for a major disaster or emergency declaration. However, based on the
severity and magnitude of hurricanes Irma and Maria, the FEMA Regional Administrator,
upon consultation with the USVI, determined supplemental federal assistance was
necessary before joint federal, state, and local government preliminary damage
assessments were completed.
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response and recovery programs for government and nongovernmental
entities and households and individuals, including assistance through the
Public Assistance program and Hazard Mitigation Grant Program.'®
Under the National Response Framework and National Disaster
Recovery Framework, DHS is the federal department with primary
responsibility for coordinating disaster response and recovery, and within
DHS, FEMA has lead responsibility. The Administrator of FEMA serves
as the principal adviser to the President and the Secretary of Homeland
Security regarding emergency management.?°

FEMA's, States’, and
Territories’ Roles and
Responsibilities for
Disaster Recovery

Once the President has declared a major disaster, FEMA, the state or
territorial government (the recipient), and local or territorial entities (the
subrecipient) work together to, among other things, identify and develop
projects through the Public Assistance program and Hazard Mitigation
Grant Program.?' After a project has completed FEMA'’s review process
and is approved, FEMA obligates funding for the project by placing
money into an account where the recipient has the authority to draw
down—or expend—funding to pay for eligible work upon completion.
Further, when a project has been completed, FEMA conducts a close-out
process to certify that all eligible work has been completed and reconciles
the actual cost incurred. If the actual cost of the completed work is less
than the amount of money FEMA obligated for the project, FEMA will
deobligate funding. However, if the actual cost of the completed work is
greater than the amount of money FEMA obligated for the project, FEMA
may reimburse the subrecipient for these additional costs.

A state or territorial governor may designate a governor’s authorized
representative to oversee all aspects of disaster assistance—including
Public Assistance program and Hazard Mitigation Grant Program

" presidential Policy Directive-8 National Preparedness (PPD-8) establishes a national
preparedness system made of an integrated set of guidance, programs, and processes
designed to strengthen the security and resilience of the United States through systematic
preparation for the natural and human-caused threats that pose the greatest risk. This
system breaks preparedness activities into five different lines of effort—prevention,
protection, mitigation, response, and recovery—each of which requires a separate
planning framework.

206 U.S.C. § 313(c)(4).

2'Federal regulations adopted by DHS that govern federal awards require that recipients
of federal awards, including states and territories, must monitor subrecipients to ensure
they are aware of, and comply with, federal regulations. See 2 C.F.R. § 200.331.

Page 11 GAO-20-54 U.S. Virgin Islands Recovery



funding—to ensure the USVI’'s compliance with federal regulations and
FEMA requirements.??> Among other responsibilities, the governor's
authorized representative is to confirm that subrecipients submit complete
documentation demonstrating that all eligible work completed is in
accordance with program requirements.

FEMA's Public Assistance
Program and Hazard
Mitigation Grant Program

FEMA'’s Public Assistance program provides grant funding to state,
territorial, local, and tribal governments, as well as certain types of private
nonprofit organizations, to assist with the repair or replacement of
disaster-damaged public infrastructure.?® To develop projects under the
Public Assistance program, FEMA and USVI officials collaborate to
identify and document the damage caused by a disaster to a particular
system or facility. These officials then use this damage assessment to
formulate the scope of work—or activities required to fix the identified
damage—as well as the estimated cost of these activities.

As shown in figure 5, Public Assistance grant funds are organized broadly
as “emergency work” or “permanent work.” Within these areas are
separate categories of work. In addition to emergency work and
permanent work, the program includes category Z, which represents
indirect costs, direct administrative costs, and any other administrative
expenses associated with a specific project.

2244 C.F.R. §§ 206.2(a)(13) and 206.41(d).

23The Public Assistance program represents the largest share of the Disaster Relief Fund,
which is the primary source of federal disaster assistance for state and local governments
when a disaster is declared. The Disaster Relief Fund is appropriated no-year funding,
which allows FEMA to fund, direct, coordinate, and manage response and recovery
efforts—including certain efforts by other federal agencies and state and local
governments, among others—associated with domestic disasters and emergencies.
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Figure 5: Federal Emergency Management Agency’s Public Assistance Program Categories of Work

Category A:
Debris removal

Debris removal activities, such as
the clearance, removal, and
disposal of vegetative debris, sand,
mud, gravel, construction and
demolition debris, and vehicle and
vessel wreckage, among other
debris.

Category E:

Buildings and
equipment

Repairing or rebuilding all structural
and non-structural components of a
building, including mechanical,
electrical, and plumbing systems,
furnishings, and contents within the
building, as well as vehicles and
construction equipment.

I:I Emergency work
- Permanent work
- Management costs

Category B:
Emergency
protective
measures

Emergency measures to lessen the
immediate threat to life, public
health, or safety, including
pre-positioning equipment prior to
the disaster, flood fighting, medical
care and transport, search and
rescue operations, and providing
supplies and commodities, among
other eligible measures.

f

Restoring communication systems,
water storage facilities, treatment

Category F:
Utilities

plants, and delivery systems, power

generation, transmission, and
distribution facilities, natural gas
facilities, and sewage collection
systems and treatment plants.

Source: Federal Emergency Management Agency. | GAO-20-54

Category C:
Roads and
bridges

SR

Restoring roads and bridges,
including resurfacing, fixing draining
structures, guardrails, sidewalks,
and associated lighting, among
other components.

Category G:
Parks,

recreational,
and other

Restoring eligible publicly-owned
facilities, including parks, boat
docks, ports and harbors, piers,
playground equipment, mass transit
facilities, golf courses, and other
facilities that do not fit into
categories C — F.

Category D:
Water control
facilities

Restoring the carrying or storage
capacity of engineered water
channels, reservoirs, debris and
sediment basins, and storm water
detention and retention basins.

Category Z:
Management
costs

Qe

Management costs are any indirect
cost, any direct administrative cost,
and any other administrative
expense associated with a specific
project.

Under the Public Assistance program’s permanent work categories,
FEMA also provides grant funding for cost-effective hazard mitigation
measures to reduce or eliminate the long-term risk to people and property
from future natural and man-made disasters and their effects.?* FEMA
provides this funding in conjunction with the repair of disaster-damaged
facilities to enhance their resilience during future disasters. For example,
this funding could be used to replace damaged wooden utility poles with
composite fiberglass ones to increase the resilience of an electricity
distribution system and mitigate the potential for future damage from
hurricane-force winds.

2FEMA may fund hazard mitigation measures related to the damaged facilities receiving
Public Assistance funding pursuant to Section 406 of the Stafford Act, as amended. 42
U.S.C. § 5172; 44 C.F.R. § 206.226.
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FEMA'’s Hazard Mitigation Grant Program provides grant funding for long-
term mitigation solutions to reduce the risk of loss of life and property
from future disasters. Unlike mitigation measures funded through the
Public Assistance program to further protect disaster-damaged
infrastructure, the Hazard Mitigation Grant Program may fund measures
for systems, facilities, or properties that were not damaged in the disaster.
For example, program funding can be used to construct floodwater
control measures—such as berms and rock linings—that did not exist
prior to the disaster, or to update existing hazard mitigation plans to
accurately reflect current mitigation goals.

The Public Assistance
Alternative Procedures
Pilot Program in the USVI

In July 2018, FEMA approved the use of the Public Assistance alternative
procedures pilot program for permanent work projects in the territory.?®
Unlike the standard Public Assistance program wherein FEMA will fund
the actual cost of a project, the alternative procedures require awards for
permanent work projects to be made on the basis of fixed-cost estimates.
As a result, the recipient or subrecipient is ultimately responsible for any
project costs that exceed the agreed-upon fixed-cost estimate at the time
of the close-out process.

However, the alternative procedures program also provides the USVI with
financial incentives for the timely and cost-effective completion of work
and additional flexibilities that are not available through the standard
Public Assistance program. For example, the USVI may use excess grant
funding for cost-effective hazard mitigation measures and, in certain
circumstances, consolidate permanent work projects approved under the
alternative procedures and share obligated funding across these projects.
Further, section 20601 of the Bipartisan Budget Act of 2018 authorizes
FEMA, when using the alternative procedures, to provide assistance to
fund the replacement or restoration of disaster-damaged infrastructure
that provide critical services without regard to pre-disaster condition (see

2The Sandy Recovery Improvement Act of 2013 amended the Stafford Act by adding
Section 428, which authorized FEMA to approve Public Assistance program projects
under the alternative procedures provided by that section for any presidentially-declared
major disaster or emergency. This section further authorized FEMA to carry out the
alternative procedures as a pilot program until FEMA promulgates regulations to
implement this section. Pub. L. No. 113-2, div. B, § 1102, 127 Stat. 39, amending Pub. L.
No. 93-288, tit. IV, § 428 (codified at 42 U.S.C. § 5189f).
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fig. 6).25 For example, through the Act, FEMA may fund the restoration of
a disaster-damaged school building—which provides a critical service—to
accepted industry standards applicable to the construction of education
facilities.?” Therefore, according to FEMA policy, if components of the
school building were not up to industry standards or in poor condition
prior to the 2017 hurricanes, the Act allows FEMA to fund the restoration
of this building to a better condition than it was in prior to the storms.

26Bipartisan Budget Act of 2018, Pub. L. No.115-123, § 20601(1), 132 Stat. 64 (2018).
Critical services include public infrastructure in the following sectors: power, water, sewer,
wastewater treatment, communications, education, and emergency medical care. See 42
U.S.C. § 5172(a)(3)(B). The Act also authorizes FEMA to fund the repair or replacement
of undamaged components of critical services infrastructure when necessary to restore
the function of the facility or system to industry standards. Section 20601 applies only to
assistance provided through the Public Assistance alternative procedures program for the
duration of the recovery for the major disasters declared in Puerto Rico and the USVI
following hurricanes Irma and Maria. For the purposes of our report, discussion of the
Bipartisan Budget Act of 2018 refers specifically to section 20601. Further, the Additional
Supplemental Appropriations for Disaster Relief Act of 2019, which was signed into law on
June 6, 2019, provides additional direction to FEMA in the implementation of section
20601. See Pub. L. No. 116-20, tit. VI, § 601, 133 Stat. 871, 882 (2019). Specifically, it
directs FEMA to “include the costs associated with addressing pre-disaster condition,
undamaged components, codes and standards, and industry standards in the cost of
repair” when calculating whether a facility should be repaired or replaced. According to
FEMA officials, FEMA evaluated this and other provisions of the Act and, in September
2019, issued an updated policy to provide clear guidance.

?"Industry standards are developed by various recognized formal organizations and may
include code or standard requirements that meet the eligibility criteria set forth in FEMA'’s
Public Assistance program guidance, voluntary standards which are generally established
by consensus and are available for use by any organization, private or government, or
proprietary standards which are placed in the public domain for widespread use. FEMA
may also approve standards that have not been formally published, adopted, or
documented, but are reasonable and applicable to the restoration of the facility or system
in question.
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Figure 6: Overview of the Bipartisan Budget Act of 2018 Eligibility Requirements
and Flexibilities

Section 20601 of the Bipartisan Budget Act of 2018

Th e B i pa rti san authorizes FEMA to provide assistance to restore

disaster-damaged facilities or systems that provide

B udget Act of 201 8 critical services to an industry standard without

regard to pre-disaster condition.

Ell Iblllt To be eligible to use the authority provided by section 20601 of the
g y Bipartisan Budget Act of 2018, a Public Assistance project must:2
* Use the Public * Provide a critical « Have disaster
Assistance alternative  service as defined in damage that
procedures program Section 406 of the adversely impacts the
under Section 428 of Stafford Act. Critical function of the facility
the Stafford Act.? services include or system as it relates
facilities or systems to the critical service
that provide power, and include costs
water, sewer, equal to or greater
wastewater treatment, than $123,100 to
communications, repair this damage
education, or prior to insurance
emergency medical reductions.

care or services.®

There are several key flexibilities to using the Bipartisan Budget Act of 2018
for Public Assistance alternative procedures projects:

* FEMAis not required + FEMA may fund the + According to FEMA

to differentiate repair or replacement policy, if repairing a
between damage to a of damaged critical damaged facility or
facility or system that services facilities to system is not
occurred prior to a industry standards so feasible—or is
disaster and damage it is in a better feasible, but replacing
directly caused by the  condition than it was the facility is more
disaster itself. prior to the 2017 prudent—then the
hurricanes.d facility is eligible for a

full replacement.©

Source: GAO analysis of Federal Emergency Management Agency (FEMA) documentation and the Bipartisan Budget Act

of 2018. | GAO-20-54

®Bipartisan Budget Act of 2018, Pub. L. No.115-123, § 20601(1), 132 Stat. 64 (2018); see also Pub.
L. No. 116-20, tit. VI, § 601, 133 Stat. 871, 882 (2019).

®See 42 U.S.C. § 5189f.

°See 42 U.S.C. § 5172(a)(3)(B). For a mixed-use facility that provides both critical and non-critical
services, the Bipartisan Budget Act will apply only to the portion that provides the critical service
except where components are interconnected and require repair or replacement in order to fully
effectuate the function of the critical service to industry standard(s).

dIndustry standards are developed by various recognized formal organizations and may include code
or standard requirements that meet the eligibility criteria set forth in FEMA’s Public Assistance
program guidance, voluntary standards which are generally established by consensus and are
available for use by any organization, private or government, or proprietary standards which are
placed in the public domain for widespread use. FEMA may also approve standards that have not
been formally published, adopted, or documented, but are reasonable and applicable to the
restoration of the facility or system in question.

*The Additional Supplemental Appropriations for Disaster Relief Act of 2019, which was signed into
law on June 6, 2019, provides additional direction to FEMA in the implementation of section 20601.
See Pub. L. No. 116-20, tit. VI, § 601, 133 Stat. 871, 882 (2019). Specifically, it directs FEMA to
“include the costs associated with addressing pre-disaster condition, undamaged components, codes
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and standards, and industry standards in the cost of repair” when calculating whether a facility should
be repaired or replaced. According to FEMA officials, FEMA evaluated this and other provisions of the
Act and, in September 2019, issued an updated policy to provide clear guidance.

The Sheltering and
Temporary Essential
Power Pilot Program

The Sheltering and Temporary Essential Power (STEP) pilot program is
an emergency sheltering program implemented under FEMA'’s
emergency work authority and funded through the Public Assistance
program’s category B emergency work.?® The program—which was
created following Hurricane Sandy in 2012—allows FEMA to fund
emergency, temporary repairs to make damaged homes habitable by, for
example, restoring electricity to a private home and applying temporary
patches to roofs and windows to protect the interior.?° In funding these
types of repairs, FEMA’s goal is to quickly make damaged homes
habitable in the short term until the homeowner could complete more
permanent repairs independently through other FEMA programs or
private insurance payments. Since 2012, FEMA has implemented the
program as a tool in addressing the unique circumstances and challenges
associated with providing safe sheltering options for disaster survivors.3°

2FEMA may provide assistance essential to meeting immediate threats to life and
property resulting from a major disaster, including performing work or services essential to
saving lives and protecting and preserving property or public health and safety pursuant to
Section 403 of the Stafford Act, as amended. See also 42 U.S.C. § 5170b(a)(3); 44 C.F.R.
§ 206.225. In the USVI, the official name of this program is the Emergency Home Repairs
Virgin Islands program.

293TEP pilot program eligibility is limited to disaster-damaged, single-family owner-
occupied residential properties, to include duplexes and townhomes. Commercial
properties and commonly owned areas, structures, or equipment are not eligible for the
STEP pilot program. For the purposes of this report, a “home” refers to a property that
participated in the STEP pilot program.

SOFEMA implemented the STEP pilot program in Florida, Louisiana, New Jersey, New
York, North Carolina, Puerto Rico, Texas, and the USVI.
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FEMA Obligated
More Than $1.9
Billion through Two
USVI Recovery
Programs as of June
30, 2019, but Faced
Some Challenges in
Implementing
Recovery Projects

Status of FEMA Public
Assistance Program and
Hazard Mitigation Grant
Program Funding in the
USViI

As of June 30, 2019, FEMA obligated more than $1.9 billion in grant
funding for 640 projects through the (1) Public Assistance program and
(2) Hazard Mitigation Grant Program in the USVI. First, FEMA obligated
more than $1.8 billion in Public Assistance grant funding for 618 projects
across the USVI (see fig. 7).3" Specifically, FEMA obligated more than
$1.1 billion for emergency work projects (categories A and B), about
$588.5 million for permanent work projects (categories C through G), and
about $141.2 million for management costs (category Z). Of the
approximately $1.8 billion FEMA obligated in Public Assistance grant
funding as of June 30, 2019, the USVI had expended nearly $1.1 billion
(59 percent) to reimburse subrecipients for completed work. Appendix |
provides more detailed information on the status of Public Assistance
grant funding in the USVI.

3'These data include Public Assistance grant funding only and do not include obligations
and expenditures for, among other federal disaster assistance programs, direct federal
mission assignments, in which a federal agency is tasked with providing eligible
emergency work or debris removal services to a territory or state, or for other categories of
mission assignments.
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Figure 7: Federal Emergency Management Agency’s (FEMA) $1.8 Billion in Public Assistance Grant Funding Obligated to the
U.S. Virgin Islands by Category as of June 30, 2019

61%

8% Category Z: Management costs
$141.2 million

4 N
Emergency work $7.1 billion
Category A: Debris removal
$139.9 million
Category B: Emergency protective measures
$985.6 million
N J

Permanent work $588.5 million

Category C: Roads and bridges
$5.9 million

Category E: Buildings and equipment
$68.3 million

Category F: Utilities
$505.6 million

Category G: Parks, recreational, and other facilities
$8.8 million
N J

Source: Federal Emergency Management Agency’s Emergency Management Mission Integrated Environment. | GAO-20-54

Notes: Numbers do not add up due to rounding. As of June 30, 2019, FEMA did not have any
category D Public Assistance projects in the USVI. Emergency protective measures are activities to
lessen the immediate threat to life, public health, or safety such as search and rescue operations and
providing medical care and transport. Management costs are any indirect cost, any direct
administrative cost, and any other administrative expense associated with a specific project. These
data include Public Assistance program grant funding and do not include obligations and
expenditures for, among other things, direct federal mission assignments, in which a federal agency
is tasked with providing eligible emergency work or debris removal services to a territory or state, or
for other categories of mission assignments. For example, these data do not include obligations for
direct federal assistance through mission assignments for temporary emergency power and grid
restoration efforts in the USVI.

Second, FEMA obligated about $60.6 million for 22 Hazard Mitigation
Grant Program projects in the territory as of June 30, 2019. These
projects are designed to fund mitigation measures to increase the longer-
term resilience of the USVI's infrastructure during future disasters. Of the
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$60.6 million FEMA obligated as of June 30, 2019, the USVI expended
about $1.7 million (3 percent) across 5 projects. Appendix Il provides
more detailed information on the status of Hazard Mitigation Grant
Program funding in the USVI.

While these data represent the status of grant funding as of June 30,
2019, the amount of FEMA obligations and USVI expenditures for both
programs will likely increase over time as additional projects are finalized
and approved.

Limited Availability of
Local USVI Personnel and
Territory’s Difficult Fiscal
Situation Presented
Challenges to Program
Implementation

FEMA, USVI officials, and contractor personnel identified challenges
across three areas that affected the implementation of the Public
Assistance program and the Hazard Mitigation Grant Program in the
USVI. Specifically, they cited: (1) the limited availability of local staff in the
USVI to implement and oversee recovery programs, (2) the inability of
local construction crews to undertake the large number of recovery
projects, and (3) the impact of the USV/I's difficult fiscal situation on
recovery efforts.

Limited availability of local staff. USVI and FEMA officials cited the
limited number of local USVI personnel with the knowledge and expertise
necessary to staff recovery-related positions in key USVI agencies as a
significant challenge following the 2017 hurricanes. For example, USVI
officials told us that the Virgin Islands Territorial Emergency Management
Agency—the agency initially responsible for overseeing all aspects of
both the Public Assistance program and Hazard Mitigation Grant Program
in the territory—did not have enough employees on staff to effectively
implement and manage these programs. Further, a senior FEMA official
noted that after the storms, the USVI had only one individual responsible
for managing all aspects of the Hazard Mitigation Grant Program across
the territory. In addition, the limited availability of local staff in the USVI
was exacerbated by the departure of qualified individuals following the
hurricanes as well as competition among recovery agencies to hire
qualified staff that remained in the territory, according to USVI officials.

To address these challenges, the USVI hired two contractors to augment
the territory’s capacity in the shorter term and established a new Office of
Disaster Recovery to oversee recovery efforts in the longer term. First, in
December 2017, the USVI hired two contractors to assist the territory in
planning, developing, implementing, and overseeing recovery projects,
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among other responsibilities.®? Second, in February 2019, the USVI
established the Office of Disaster Recovery as the primary territorial
agency responsible for coordinating and overseeing all disaster recovery
efforts in the USVI, including the Public Assistance program and Hazard
Mitigation Grant Program.*? The office’s Director told us that while
contractor personnel had been valuable in augmenting the USVI's
capacity, the territory was prioritizing the hiring and training of qualified
local hires to replace these contractors for the longer term.

Shortage of local construction crews. Due to the territory’s relatively
small population, FEMA and USVI officials stated there were not enough
local construction crews to address the large amount of construction work
required to repair and rebuild damaged infrastructure following the 2017
hurricanes. These officials told us this construction crew shortage
affected the USVI's ability to keep Public Assistance program and Hazard
Mitigation Grant Program projects proceeding on time. FEMA and
contractor personnel stated that unlike in the contiguous United States,
the USVI does not have neighboring states that can easily send
construction crews to affected areas to augment local crews. In addition,
historically, the USVI relied on Puerto Rico to supplement the territory’s
capacity, but this was not an option as Puerto Rico was undergoing its
own massive recovery effort as a result of Hurricane Maria.

The USVFI’s fiscal situation. USVI officials and contractor personnel
stated that the challenging fiscal situation in the territory directly affected
its ability to effectively implement recovery programs.* Specifically, USVI
officials told us that the territory’s financial condition made it difficult to
provide initial funding to reimburse subrecipients for completed work prior
to drawing down funding from the account holding FEMA-obligated

32First, Witt O'Brien’s, LLC is tasked with providing high-level management of these
programs as well as helping with the development and implementation of individual
projects. For example, contractors are embedded with selected territorial agencies—such
as the USVI Water and Power Authority—to provide targeted expertise in developing and
managing projects for these agencies, according to contractor personnel. Second, Ernst
and Young Puerto Rico, LLC is tasked with assisting the USVI to oversee recovery
projects to ensure compliance with all applicable laws, regulations, and FEMA policies in
the administration of federal grants.

33prior to the Office of Disaster Recovery’s establishment in February 2019, the Virgin
Islands Territorial Emergency Management Agency was responsible for overseeing the
implementation of these programs.

34In June 2019, we reported on the significant financial challenges facing the USVI. See
GAO-19-525.
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money. These officials stated this process was problematic because
instead of funding all eligible projects as quickly as possible to move the
recovery forward, the USVI had to prioritize certain recovery projects over
others based on the availability of funding. Further, USVI contractor
personnel told us that the territory often does not have the cash on hand
necessary to provide these reimbursements to subrecipients, which can
result in delays in paying subrecipients and contractors. According to
USVI officials, pursuing projects under the Public Assistance alternative
procedures program may help to address these issues by providing more
flexibility regarding when and how projects are funded.

Challenges Implementing
the Public Assistance
Alternative Procedures
Program Have Delayed
Recovery Projects in the
USViI

The Public Assistance alternative procedures program provides the USVI
with financial incentives and new flexibilities in implementing recovery
projects that are not available through the standard Public Assistance
program. However, FEMA and USVI officials stated that implementing the
alternative procedures program in the USVI presented challenges that
affected recovery efforts and delayed the obligation of funding for
permanent work projects. Specifically, they cited challenges in (1)
developing accurate fixed-cost estimates for program projects and (2)
implementing the new flexibilities authorized by section 20601 of the
Bipartisan Budget Act of 2018.3% Senior USVI officials told us that due to
these challenges and the financial risk associated with the use of fixed-
cost estimates, the USVI is planning to take a cautious approach in
pursuing alternative procedures projects. As established in FEMA
guidance, USVI officials have a deadline of March 2020 to finalize the
fixed-cost estimates for such projects for inclusion in the alternative
procedures program.

Fixed-cost estimates. As the USVI is financially responsible for any
actual costs that exceed the fixed-cost estimate for any given alternative
procedures project, ensuring the accuracy of these estimates is critical
due to the USVI's already difficult fiscal situation.3® However, USVI
officials told us that developing fixed-cost estimates that accurately
forecast the future costs of completing large, complex permanent work

35See Pub. L. No. 115-123, § 20601(1), 132 Stat. at 85; see also Pub. L. No. 116-20, tit.
VI, § 601, 133 Stat. at 882.

%as previously discussed, unlike in the standard Public Assistance program where FEMA

will fund the actual cost of a project, the alternative procedures require awards for
permanent work projects to be made using fixed-cost estimates.
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projects in the remote island territory is difficult given the unique
circumstances that influence construction costs in the USVI, such as the
limited availability of local resources and the need to import construction
materials and labor. To address this challenge, in October 2018, FEMA
asked an independent contractor to analyze whether a USVI-specific
“cost factor” should be incorporated into FEMA'’s process for developing
fixed-cost estimates to ensure the actual costs of implementing
permanent work projects in the territory were captured.®” According to
FEMA officials, the independent contractor determined that a cost factor
was appropriate for use in the USVI and the contractor proposed several
options. However, territorial officials contended that these proposals did
not sufficiently or accurately capture the unique circumstances that
influence construction costs in the territory. Further, USVI officials stated
that ensuring the accuracy of the cost factor was critical given the
significant financial risk using fixed-cost estimates posed to the USVI.

Since incorporating a cost factor into the process for developing fixed-
cost estimates increases the base cost for any given permanent work
project—and therefore the amount of funding FEMA obligates—FEMA
officials explained the USVI had an incentive to delay the obligation of
projects until FEMA finalized this factor. As a result, FEMA officials told us
in May 2019 that obligations for permanent work projects had been
mostly on hold since October 2018 while the contractor worked to
develop the USVI-specific cost factor. As the USVI is reliant on federal
recovery funding to reimburse subrecipients for completed work, this
delay in obligations directly affected the USVI's ability to move recovery
projects forward.

In May 2019, the contractor proposed a new cost factor, which FEMA
approved on an interim basis pending further analysis.® In July 2019,

3" The independent contractor was commissioned to develop a cost factor designed to
incorporate the cost of construction in the USVI specifically and the anticipated increase in
labor, materials, and equipment costs associated with having a large volume of
construction projects underway simultaneously, which will place a strain on local
resources.

38FEMA approved an interim cost factor of 1.51 until additional analysis can be completed.
To develop a fixed-cost estimate using this interim cost factor, FEMA first uses the
agency’s standard cost estimating process to determine the initial estimate for any given
permanent work project. Next, FEMA multiplies this estimate by the USVI-specific cost
factor of 1.51 to determine the fixed-cost estimate for the alternative procedures project.
For example, if FEMA determined through its cost estimating process that a project would
cost $1 million, applying the interim cost factor would result in a final fixed-cost estimate of
$1.51 million for this alternative procedures project.

Page 23 GAO-20-54 U.S. Virgin Islands Recovery



FEMA officials told us that while additional analyses are required to
ensure its final process for developing fixed-cost estimates in the USVI
accurately captures construction costs, using this interim cost factor in the
meantime allows FEMA and USVI officials to move forward with the
development and final approval of alternative procedures projects.*® In
August 2019, a senior USVI official told us the territory plans to begin
using the interim cost factor, where appropriate, to keep projects
progressing forward. However, she stated that the USVI questioned
whether the interim cost factor did, in fact, sufficiently capture the actual
costs of construction in the USVI.*° Given the uncertainty around these
fixed-cost estimates, USVI officials told us the territory will need to
balance the potential flexibilities provided by the alternative procedures
program with the financial risk posed by cost overruns when deciding
whether to use the alternative procedures or the standard Public
Assistance program for any given permanent work project.*' We are
currently assessing FEMA'’s process for developing cost estimates for
projects under both the standard and alternative procedures programs,
and plan to report our results in early 2020.

The Bipartisan Budget Act of 2018. While FEMA and USVI officials told
us that section 20601 of the Bipartisan Budget Act presented a valuable
opportunity to advance the USVI’s recovery, they also reported
challenges with implementing the new flexibilities authorized by the Act,

39According to agency documentation, these additional analyses include the development
of a specific “future price factor” to capture the potential variances in the cost of
construction over time. This factor is to be incorporated into FEMA's process for
developing fixed-cost estimates and is to be applied based on the anticipated construction
schedule for any given project.

“Further, according to this official, the USVI requested that FEMA retroactively amend all
fixed-cost estimates using the interim factor once FEMA'’s process for developing these
estimates in the USVI was finalized.

4“TFEMA and the USVI are also considering projects that had already received obligations
through the standard Public Assistance program for potential transition to the alternative
procedures program. This process has required FEMA and USVI officials to reexamine
the paperwork for these projects—including damage assessments, scopes of work, and
especially cost estimates—to ensure all associated documentation is accurate and
supports the final estimated cost for any given project. As of September 2019, FEMA
officials told us this process was ongoing.
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which made developing eligible permanent work projects difficult.*? For
example, USVI officials stated that, at times, they were unclear about the
implementation process for key components of the Act and thus ensuring
subrecipients understood the process was difficult. Further, FEMA
officials in the USVI told us that initially, they had difficulty obtaining
clarification from FEMA headquarters regarding how to implement key
provisions of the Act, such as the process for identifying and incorporating
relevant industry standards for specific alternative procedures projects.
As a result, permanent work projects that were eligible to use the
flexibilities provided by the Act remained on hold until FEMA could clarify
the process for implementing the Act and pertinent industry standards
could be approved.*3

In addition, the Bipartisan Budget Act was signed into law in February
2018 and applies exclusively to federal disaster assistance to the USVI
and Puerto Rico. As a result, FEMA officials faced the challenge of
interpreting the Act’s language and appropriately implementing its
provisions for the first time. For example, the Act allows for a new process
for determining whether a disaster-damaged facility is eligible to receive
funding to (1) repair the existing facility or (2) replace the facility with a
new structure. Under the standard Public Assistance program, this
determination is calculated using the “50 percent rule”—if the cost of
repairing the disaster-related damage sustained by the facility exceeds 50
percent of the cost of replacing it, FEMA may fund the replacement of the
facility. In contrast, the Act does not provide a similar cost estimating
process for use in developing fixed-cost estimates through the alternative
procedures program. In September 2018, FEMA issued guidance for
implementing section 20601 of the Bipartisan Budget Act through the
Public Assistance alternative procedures program, which provides that
critical services infrastructure—such as medical and educational
facilities—is eligible for replacement “if repair is feasible, but replacement
is more prudent.” FEMA officials in the USVI told us that since the agency

423ection 20601 of the Bipartisan Budget Act of 2018 allows FEMA to provide grant
funding to restore certain disaster-damaged systems and infrastructure without regard to
the condition it was in prior to the 2017 hurricanes. The Act applies only to assistance
provided through the Public Assistance alternative procedures program. Therefore, the
USVI may not use the flexibilities provided by the Act for permanent work projects using
the standard Public Assistance program.

43In addition, the fixed-cost estimate for any eligible permanent work project cannot be
developed until all work associated with the Bipartisan Budget Act was identified and
incorporated into the project’s scope of work.
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did not have further guidance or criteria on the appropriate process for
evaluating repair or replacement under this new standard, they were
responsible for developing the agency’s first justification to support the
replacement of a hospital in St. Croix based on their interpretation of the
new standard. These officials also stated that since their rationale
justifying the facility’s eligibility for replacement was the first of its kind and
would set a precedent for future projects, they submitted it to FEMA
headquarters for review. In May 2019, FEMA officially approved the
replacement of this hospital through the alternative procedures program.
For more information on how the Public Assistance program and the
Bipartisan Budget Act are affecting recovery efforts at this facility, see
appendix Ill.

The Additional Supplemental Appropriations for Disaster Relief Act of
2019, which was signed into law in June 2019, provides additional
direction to FEMA regarding the implementation of section 20601 of the
Act.** Among other things, this legislation includes a provision directing
FEMA to change its process for determining whether a disaster-damaged
facility is eligible for repair or replacement.*> FEMA evaluated this and
other provisions of the Act and, in September 2019, issued an updated
policy to provide clear guidance moving forward, according to agency
officials.

The USVI Governor and senior territorial officials stated that due to the
challenges outlined above and the financial risk posed by exceeding
fixed-cost estimates, the USVI plans to take a cautious approach in
implementing the Public Assistance alternative procedures program.
Specifically, the Governor told us the territory will most likely pursue
alternative procedures projects that are simple, have clear scopes of
work, and do not include high levels of uncertainty to reduce the financial
risk of potential cost overruns. USVI officials added that if they are not
comfortable with the fixed-cost estimate for any given alternative
procedures project, the territory has the option to pursue the project under
the standard Public Assistance program. Under the standard program,
the USVI cannot take advantage of the flexibilities and financial incentives
provided by the alternative procedures and the Bipartisan Budget Act, but

445ee Pub. L. No. 116-20, tit. VI, § 601, 133 Stat. at 882.

4SThis legislation directs FEMA to “include the costs associated with addressing pre-
disaster condition, undamaged components, codes and standards, and industry standards
in the cost of repair” when calculating the 50 percent rule to determine whether a facility
should be repaired or replaced.
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FEMA Discontinued
the STEP Pilot
Program After
Expanding It in the
USVI, but Has Not
Evaluated Options for
Providing Future
Emergency
Sheltering Assistance

FEMA would reimburse the USVI for the actual cost—including any cost
overruns—of all work completed in accordance with a project’s approved
scope of work, thereby mitigating the territory’s financial risk. The USVI is
ultimately responsible for deciding whether the benefits provided through
the alternative procedures program and the Bipartisan Budget Act
outweigh the financial risk associated with agreeing to fixed-cost
estimates for permanent work projects. Since the territory has until March
2020 to finalize these fixed-cost estimates, it remains too early to
determine the extent to which the alternative procedures program will play
arole in the USVI's long-term recovery strategy.

FEMA Expanded the
STEP Pilot Program in the
USVi

In October 2017, FEMA authorized the STEP pilot program in the USVI in
response to the widespread damage to homes that displaced residents
and overwhelmed sheltering and temporary housing resources in the
territory.® Through the program, FEMA funded minimal, temporary
protective repairs (or “Phase I” repairs) to private homes to allow
residents a safe place to shelter.*” For example, Phase | emergency
repairs included applying temporary patches to roofs and windows to

46Temporary housing resources refer to other types of accommodations for disaster
survivors such as hotels and schools.

4TFEMA may provide assistance essential to meeting immediate threats to life and
property resulting from a major disaster, including performing work or services essential to
saving lives and protecting and preserving property or public health and safety pursuant to
Section 403 of the Stafford Act, as amended. See also 42 U.S.C. § 5170b(a)(3); 44 C.F.R.
§ 206.225.
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protect the interior from outside weather conditions and ensuring a
functional kitchen and bathroom and safe sleeping area. According to
FEMA documentation, the intent of these minimal temporary repairs was
to quickly make damaged homes habitable in the short term until
homeowners could complete more permanent repairs independently
through other FEMA programs or using private insurance payments.

In August 2018, FEMA expanded the STEP pilot program to include the
“permanent” repair or replacement of damaged roofs (or “Phase II”
work)—the first time in its history that FEMA authorized such work
through this pilot program. Phase Il work funded more permanent work on
USVI residents’ damaged roofs—either by repairing damages to the
existing roof or replacing it with a new one. In addition, Phase Il work
included incorporating roof hardening measures, such as installing
hurricane clips to the roof berms, to increase the resiliency of the roofs
against hurricane-force winds. Figure 8 provides two examples of USVI
homes that participated in Phase |l of the STEP pilot program.

|
Figure 8: Two Examples of Homes that Received Phase Il Roof Replacements Through the Sheltering and Temporary
Essential Power (STEP) Pilot Program in the U.S. Virgin Islands as of March 2019

i

=

Home undergoing permanent roof replacement through Phase Il of the Home with completed permanent roof replacement through Phase Il of the

STEP pilot program.

Source: GAO. | GAO-20-54

STEP pilot program, which included the installation of hurricane clips to
increase the roof’s resilience during hurricane-strength winds.

FEMA expanded the STEP pilot program to address the USVI’s unique,
longer-term sheltering needs. Specifically, as the 2018 hurricane season
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arrived, FEMA was faced with the challenge of ensuring adequate
sheltering options were available to USVI residents in the event that
another hurricane struck the territory. The following factors contributed to
FEMA'’s decision to expand the STEP pilot program:

« Infeasibility of other sheltering programs. Alternate sheltering
options were not viable in the USVI due to the unique circumstances
in the territory. For example, the Transitional Sheltering Assistance
program—where FEMA funds non-congregate sheltering (typically in
hotels or motels) for displaced residents who cannot safely return to
their homes—was not a feasible option as there was only one
operating hotel in the USVI capable of sheltering disaster survivors.*®
Further, FEMA officials told us that temporary housing units—such as
manufactured housing units or recreational vehicles—could not be
deployed to supplement the territory’s available housing stock due to
logistical challenges, including the prohibitive costs of shipping these
units to the remote territory and the limited availability of space to
install them.

« Operation Blue Roof caused additional damage to homes.
According to FEMA officials, FEMA'’s decision to allow homes that had
received temporary blue tarps as an emergency roofing measure
through Operation Blue Roof to be eligible for the STEP pilot program
led to expanding the scope of allowable work funded by the
program.®® FEMA and USVI officials told us this change was

4BFor this reason, following the hurricanes, the USVI did not request the use of the
Transitional Sheltering Assistance program. Further, FEMA officials stated that the USVI
did not request to use the Transitional Sheltering Assistance program with additional
FEMA-funded transportation assistance, which would fund the relocation of residents to
hotels or other sheltering options outside the USVI. Congregate sheltering is any private
or public facility that provides a safe, sanitary, and secure environment for individuals and
households displaced by disasters to find temporary emergency shelter.

4Manufactured housing units are manufactured homes or other readily-fabricated
dwellings (e.g., a pre-fabricated dwelling) owned by FEMA and provided to eligible
survivors for use as temporary housing for a limited time. FEMA also stated that the
agency can provide non-congregate sheltering in tents, however, this option was not
feasible in the USVI due to challenges with shipping and distributing the tents and limited
space for erecting them.

500peration Blue Roof is a U.S. Army Corps of Engineers program that installs blue tarps
on the roofs of private homes as a temporary, emergency protective measure to protect
the interior from outside weather conditions and allow residents to shelter at home. Since
the STEP pilot program funds similar temporary roofing measures, FEMA initially
considered homes that participated in Operation Blue Roof to be ineligible for the STEP
pilot program.
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implemented to address several issues with the blue tarps installed on
homes, including the temporary nature of the tarps—which had a
post-installation lifespan of only 30 days—and the need to fix the
damage caused by installing the blue tarps on undamaged sections of
roofs.®! FEMA officials stated that expanding the STEP pilot program
to conduct more permanent roof repairs on these homes helped to
ensure homeowners were able to safely shelter in the event of
another hurricane.

« Shortage of construction crews. As previously discussed, FEMA
and USVI officials cited the limited number of construction crews
available to implement recovery work as a challenge, including for the
STEP pilot program. Specifically, this challenge made it difficult for
private homeowners to independently hire qualified contractors to
conduct permanent repairs to their homes, according to FEMA
officials. Therefore, these officials explained that using Phase Il of the
STEP pilot program to manage contractors in an official capacity
made it more likely that necessary permanent repairs would be
completed in a timely manner.

« Evacuation was not an option. When requested, FEMA is
responsible for providing safe sheltering options following a disaster
and, in the absence of feasible local sheltering options, FEMA is
responsible for evacuating residents to a safe location outside the
potentially affected area. However, according to FEMA
documentation, developing and executing a plan to evacuate the
USVI's more than 100,000 residents in the event of another hurricane
was impractical.

Given these factors and the risk of another hurricane, FEMA officials
determined that authorizing Phase Il roof repairs or replacements of a
permanent nature represented an appropriate solution to ensure eligible
program participants could safely shelter in their homes.

The STEP pilot program in the USVI officially ended on April 15, 2019.
FEMA reported that 7,381 homes ultimately received repairs through the

STFEMA and USVI officials stated that the blue tarps were designed for shingle roofs
common in the contiguous United States that would not be damaged by installation. When
the U.S. Army Corps of Engineers secured the blue tarps to undamaged parts of the roof
in the USVI, the nails created an unsealed hole in the corrugated steel roofs that leaked
when it rained. Further, FEMA officials stated that repairing the roofs was sometimes
necessary to reconnect the home to a water supply since many homes in the territory are
not connected to the municipal water system, but instead use the roofs to direct rain water
into cisterns.
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program. Specifically, 6,372 homes received Phase | temporary repairs
and 1,631 homes received Phase Il roof repairs or replacements of a
permanent nature.® In addition, 622 homes received both Phase | and
Phase Il repairs. According to FEMA officials, the agency is now
conducting the close-out process for the STEP pilot program in the USVI,
which includes reviewing the paperwork for each participating home to
ensure all work was completed in accordance with both the home’s
approved scope of work and overall programmatic requirements.>

FEMA Has Decided Not to
Use the STEP Pilot
Program During Future
Recovery Efforts, but Has
Not Evaluated Its Options
for Providing Similar
Emergency Sheltering
Assistance

In May 2019, FEMA'’s Chief Counsel stated that FEMA had decided to
discontinue the STEP pilot program due to significant challenges and
lessons learned from prior experiences implementing the program.®
Specifically, FEMA stated that while FEMA had implemented the STEP
pilot program within its authority pursuant to Section 403 of the Stafford
Act, the agency was no longer “comfortable from a legal, policy, or
pragmatic perspective” with implementing the STEP pilot program
following future disasters.

FEMA cited two main challenges in implementing the program in the
USVI and elsewhere: (1) limiting the program’s scope to provide only
minimal, emergency repairs, as intended, and (2) completing these
emergency repairs in a timely manner. First, FEMA stated that in multiple
iterations of the STEP pilot program—including in the USVI—FEMA
officials had “succumbed to the pressure” from state and territorial leaders
to expand the scope of allowable repairs under the program to conduct
more extensive repairs. For example, in the USVI specifically, although

52 addition, FEMA officials stated that 12 homes that received Phase | repairs and 32
homes that received Phase Il repairs were not completed by the April 15, 2019, deadline
and therefore are no longer eligible to receive STEP pilot program funding. Further, these
officials explained that the total number of eligible participants will likely change as FEMA
conducts its close-out process for each participating home.

53In June 2019, FEMA notified the USVI that it was conducting a review of the USVI's
expenditures for the STEP pilot program to ensure that the territory provided
reimbursements for eligible work only. Further, FEMA informed the USVI that it was
implementing a new process where FEMA must approve all future USVI requests to draw
down funding to pay for completed work through the program. USVI officials stated in July
2019 that they are working with FEMA officials to understand the reasons behind FEMA'’s
decision to implement this new process.

S4FEMA’s Chief Counsel provided this information in response to our request that FEMA
provide a legal justification and programmatic rationale for expanding the STEP pilot
program to include Phase Il repairs in the USVI.

Page 31 GAO-20-54 U.S. Virgin Islands Recovery



expanding the program to authorize permanent roof repairs was legally
supportable and represented an earnest effort to meet the territory’s
needs, the expansion did “push the boundaries of appropriateness” and
increased FEMA's risk of interfering with the agency’s authority to provide
assistance through other FEMA programs.®®

Second, FEMA stated that the lengthy process for delivering the STEP
pilot program—including in the USVI—undercut the program’s stated
intent of providing emergency sheltering within 3 to 4 months following a
disaster. For example, while FEMA authorized the program in the USVI in
October 2017, initial repairs did not begin until March 2018 and eligible
work was not completed until April 2019—18 months after the program’s
authorization. According to FEMA, completing STEP pilot program repairs
took longer than intended across most instances of the program’s
implementation due to the amount of time required to develop disaster-
specific program guidance, hire a large number of construction crews to
undertake the repair work, obtain the necessary permissions from
homeowners, and ultimately complete the repairs.% Given the STEP pilot
program’s protracted period of implementation, FEMA stated the agency
had not been successful in ensuring that program repairs provided
disaster survivors with emergency shelter in a timely manner.

FEMA'’s decision to discontinue the STEP pilot program following future
disasters raises questions about how the agency plans to address the
emergency sheltering needs of disaster survivors in the future—especially
in communities that face challenges and circumstances similar to those

SSFEMA has specific authority in Section 408 of the Stafford Act to provide financial
assistance to individual disaster survivors to rent temporary housing and to pay for repairs
to their disaster-damaged homes, which is implemented through FEMA'’s Individual
Assistance program. See 42 U.S.C. § 5174. As discussed above, the STEP pilot program
was authorized under Section 403 of the Stafford Act, which authorizes FEMA to provide
assistance essential to meeting immediate threats to life and property resulting from a
major disaster. See 42 U.S.C. § 5170b. Through the STEP pilot program, FEMA provided
financial assistance that was also used to fund repairs to disaster-damaged homes. In that
case, the financial assistance was provided directly to the state or territory to pay for
repairs to damaged homes that were carried out by the state or territory rather than to
individual applicants through the Individual Assistance program under FEMA’s Section
408 authority.

%In the USVI specifically, multiple time extensions were necessary due to the
programmatic changes that occurred during the program’s implementation. For example,
in certain cases, representatives from FEMA, the USVI, and the contractor had to conduct
multiple inspections on the same homes (i.e., two separate eligibility inspections for
homes that underwent both Phase | and Phase Il repairs).
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the program was specifically designed to address. Since implementing it
in 2012, FEMA used the STEP pilot program to supplement other FEMA
sheltering programs and provide necessary additional capacity to help
address the emergency sheltering needs of disaster-affected
communities, as described below.*” In certain cases, the program
provided assistance to more disaster survivors than other relevant FEMA
programs, including the Transitional Sheltering Assistance program and
the provision of temporary housing units.%® FEMA implemented the STEP
pilot program in the following locations:

o Louisiana: FEMA authorized the STEP pilot program to supplement
other federal programs implemented in Louisiana following severe
storms and flooding in 2016. Specifically, the Transitional Sheltering
Assistance program was not a viable option for most survivors,
partially due to the limited availability of hotels and motels in the
affected area, and FEMA ultimately used this program for
approximately 4,300 households.* In addition, FEMA deployed
temporary housing units for approximately 4,600 households. FEMA
also funded repairs through the STEP pilot program for nearly 11,000
homes.

o Texas: FEMA authorized the STEP pilot program to supplement other
federal programs in Texas following Hurricane Harvey in 2017.
Specifically, FEMA determined that implementing the STEP pilot
program provided a useful option since the number of displaced
survivors significantly exceeded the available capacity for sheltering
survivors in local hotels and motels. FEMA used the Transitional
Sheltering Assistance program for approximately 55,000 households
and deployed temporary housing units for more than 3,500

5"The STEP pilot program also provided additional benefits for disaster survivors that
other sheltering programs could not, such as allowing survivors to remain in their homes—
close to their places of work and children’s schools—while allowing them to supervise
permanent repairs to their homes.

%8The Transitional Sheltering Assistance program is an emergency sheltering program
authorized under Section 403 of the Stafford Act, which authorizes FEMA to provide
assistance essential to meeting immediate threats to life and property resulting from a
major disaster. See 42 U.S.C. § 5170b. In addition, FEMA is authorized under Section 408
of the Stafford Act to provide direct temporary housing assistance—including the use of
temporary housing units—to eligible applicants whose primary residence is uninhabitable
as a result of a major disaster. See 42 U.S.C. § 5174.

59A household refers to owners and renters of a residence, and any other occupants of
the residence.
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households. FEMA supplemented these programs by funding repairs
through the STEP pilot program for approximately 15,700 homes.

e Puerto Rico: FEMA authorized the STEP pilot program to address
the unique emergency sheltering needs in Puerto Rico following
Hurricanes Irma and Maria in 2017. Specifically, FEMA determined
that approximately 80 percent of the island did not have power and
would not have it restored for an extended period of time. As a result,
FEMA implemented the STEP pilot program to, among other repairs,
reconnect homes to a functioning electricity grid or, as necessary,
fund the installation of generators if the grid could not be restored in a
timely manner.®® Further, similar to what occurred in the USVI, FEMA
authorized the STEP pilot program to repair homes that participated in
Operation Blue Roof to address the roof damage caused by the
installation of the blue tarps. FEMA funded repairs through the STEP
pilot program for nearly 108,500 homes in Puerto Rico. In addition,
due to the lack of available hotels and motels in Puerto Rico,
participation in FEMA'’s Transitional Sheltering Assistance program
was limited to approximately 7,000 households, most of which were
relocated to hotels and motels in the contiguous United States.
Further, as detailed below, FEMA implemented its new Voluntary
Agencies Leading and Organizing Repair program for the first time in
Puerto Rico to conduct repairs to approximately 4,600 homes.®"

« North Carolina: FEMA authorized the STEP pilot program to address
the particular emergency sheltering needs in North Carolina following
Hurricane Florence in 2018. FEMA amended the STEP pilot program
to allow both contracted construction crews and voluntary
organizations to conduct the repairs, and ultimately funded repairs
through the program for approximately 2,200 homes. In addition,
FEMA used the Transitional Sheltering Assistance program for more
than 870 households and deployed temporary housing units for
approximately 650 households.

Overall, FEMA authorized the STEP pilot program following 8 declared
disasters since 2012 and obligated approximately $2.6 billion to fund

80The hurricanes damaged much of Puerto Rico’s electricity grid. In April 2019, we
reported that it took roughly 11 months for power to be restored to all customers able to
receive power, which represented the longest blackout in U.S. history. See GAO-19-296.

STFEMA's Voluntary Agencies Leading and Organizing Repair program provides funding
to cover the costs of building materials which volunteer agencies then use to conduct
repairs to private homes that are similar to those conducted through the STEP pilot
program.
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repairs to more than 167,000 disaster survivors’ homes, according to
FEMA documentation.®? While the program may not have provided
repairs as rapidly as FEMA intended, these repairs nonetheless played a
significant role in ensuring these disaster survivors could safely shelter in
their homes.

Since discontinuing the program, FEMA has not evaluated its options for
addressing the emergency sheltering needs of disaster survivors.®® FEMA
stated that it continues to support the use of congregate sheltering and
will consider authorizing the Transitional Sheltering Assistance program,
among other options, to address disaster survivors’ needs following future
disasters. However, as detailed above, FEMA used the STEP pilot
program for the specific purpose of providing necessary additional
capacity to supplement these and other federal programs. Further, in
certain cases, the STEP pilot program was used when implementing
these other programs was unfeasible, such as in the USVI and New York
where the particular circumstances on the ground made using the
Transitional Sheltering Assistance program or deploying temporary
housing units impractical.

FEMA officials also told us the agency could utilize voluntary
organizations to a greater extent than in the past to conduct the same
types of repairs provided through the STEP pilot program. Specifically,
FEMA officials stated that the Voluntary Agencies Leading and
Organizing Repair program—which was implemented in Puerto Rico in
response to the 2017 hurricanes and used to repair about 4,600 homes—
could be used for this purpose following future disasters. However, given
the program’s limited implementation, it is too early to determine the
extent to which it represents a feasible solution for addressing emergency
sheltering needs, or is capable of providing assistance on as large a scale
as other federal programs, such as the STEP pilot program that funded
repairs on more than 100,000 homes in Puerto Rico alone. Further, in
North Carolina—where FEMA amended the STEP pilot program to allow
both hired construction crews and voluntary organizations to conduct the

62FEMA implemented the STEP pilot program in Florida, Louisiana, New Jersey, New
York, North Carolina, Puerto Rico, Texas, and the USVI.

53In June 2019, FEMA officials told us the agency was in the very early stages of
conducting a high-level assessment of its Individual Assistance program. While this
program does include a housing assistance component, among other things, FEMA
officials told us that this assessment will not evaluate FEMA'’s options for addressing the
emergency sheltering needs the STEP pilot program was designed to address.
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repairs—the number of homes repaired by the construction crews—about
2,000—far exceeded the number of homes repaired by voluntary
organizations—about 150—which raises questions about the ability of
voluntary organizations to undertake the large volume of repairs
necessary following disasters.

Standards for Internal Control in the Federal Government states that
management should identify, on a timely basis, significant changes to
internal conditions that have already occurred, including changes to the
entity’s programs or activities.®* Further, management should identify,
analyze, and respond to risks related to achieving the entity’s defined
objectives. FEMA has not assessed how its decision to discontinue the
STEP pilot program will affect its ability to provide emergency sheltering
assistance following future disasters. While FEMA officials told us they
plan to use other sheltering programs when the next disaster strikes,
these programs may not be sufficient in addressing the emergency
sheltering needs of disaster survivors, especially in communities where
implementing such programs is not feasible. FEMA officials also stated
that given the agency’s decision to discontinue the STEP pilot program,
conducting a broad evaluation of FEMA’s emergency sheltering programs
and the agency’s options for addressing emergency sheltering needs
would be useful to ensure that FEMA is prepared to respond effectively to
future disasters. Conducting such an evaluation would help FEMA
understand its ability to provide sheltering options and to properly plan for
the provision of effective emergency sheltering assistance to disaster-
affected communities.

64GA0-14-704G.
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The USVI and FEMA
Established
Structures for
Overseeing Recovery
Efforts, but FEMA
Has Not Consolidated
Hazard Mitigation
Grant Program
Monitoring Guidance

The USVI and FEMA Have
Structures in Place for
Overseeing Recovery
Activities

USVI. As the recipient of federal disaster funding, the USVI is responsible
for providing oversight over the Public Assistance program and Hazard
Mitigation Grant Program to ensure they are implemented in compliance
with applicable laws and regulations, as well as FEMA policies and
guidance.® Following the 2017 hurricanes, the USVI took steps to
address its responsibilities for receiving grant funding through these
programs, including by: (1) developing administrative plans, (2)
designating two territorial entities to manage the administration of disaster
recovery funding, and (3) establishing the new Office of Disaster
Recovery.

First, as required by FEMA, the USVI developed administrative plans for
the Public Assistance program and Hazard Mitigation Grant Program to
ensure that subrecipients are in compliance with the conditions of these
grant programs. These plans outline programmatic and project monitoring
activities as well as the financial and administrative procedures for both
programs. The plans require, among other things, the USVI to submit
quarterly progress and financial reports on the status of projects to FEMA
and describe the USVI’s specific roles and responsibilities for
implementing and overseeing these two programs.

Second, the Governor of the USVI designated two territorial entities to
manage and oversee the implementation of recovery programs—the

85Federal regulations adopted by DHS that govern federal awards require that recipients
of federal awards, including states and territories, must monitor subrecipients to ensure
they are aware of, and comply with, federal regulations. See 2 C.F.R. § 200.331.
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Virgin Islands Territorial Emergency Management Agency as the
programmatic manager and the governor’s authorized representative as
the grant administrator for all federal recovery funding in the USVI.5¢
Among other responsibilities, these entities are responsible for ensuring
that Public Assistance program and Hazard Mitigation Grant Program
participants are in compliance with all programmatic and administrative
requirements.®” For example, the Virgin Islands Territorial Emergency
Management Agency is responsible for, among other things, preparing
and submitting quarterly progress and financial reports to FEMA for
certain Public Assistance program projects and for all Hazard Mitigation
Grant Program projects.® In addition, the governor’s authorized
representative is responsible for ensuring the territory’s compliance with
all requirements outlined in the FEMA-approved administrative plans.

Third, in February 2019, the USVI's new Office of Disaster Recovery
assumed responsibility for overseeing the Public Assistance program and
Hazard Mitigation Grant Program, including tracking and reporting on the
progress of individual projects and overseeing the submission of
reimbursement requests for completed work.®® The office is also

88Federal regulations require that the Governor designate a Governor’s Authorized
Representative to administer federal disaster assistance programs on behalf of the USVI.
See 44 C.F.R. § 206.41(d).

57For Public Assistance projects, to comply with the requirements of 2 C.F.R. § 200.331,
monitoring and reporting program performance, among other things, recipients are
responsible for managing the day-to-day operations of grant and subgrant supported
activities. Recipients must monitor grant and subgrant supported activities to assure
compliance with applicable federal requirements. For Hazard Mitigation Grant Program
projects, to comply with 44 C.F.R. § 206.438, recipients have primary responsibility for
project management and accountability of funds. The territory is responsible for ensuring
that subrecipients meet all program and administrative requirements.

68Quar‘terly progress reports provide information on the status of individual projects, such
as: (1) the amount of grant funding obligated; (2) the progress of work; (3) the anticipated
or actual completion date; and (4) any time extensions that have been approved. In
addition, any problems or challenges that may delay the project will also be described in
the report. Quarterly financial reports provide key information on the financial status of
individual projects, including the amount of grant funding expended—or drawn down—by
the USVI to reimburse subrecipients for completed work, among other information. FEMA
and USVI officials use these reports to evaluate the progress and financial condition of
individual projects.

69According to Office of Disaster Recovery documentation, the responsibilities for this
office include: (1) the monitoring of projects by coordinating with all entities receiving
federal disaster funding; (2) overseeing the fiscal and operational activity of federal funds;
and (3) maintaining a centralized website to provide disaster recovery data for public
access. The Director of the Office of Disaster Recovery was officially appointed to the role
of governor’s authorized representative in the USVI on February 20, 2019.
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responsible for monitoring and publicly reporting the status of federal
recovery funding at http://www.usviodr.com/.”® In addition, according to
the office’s Director, her team also meets with FEMA officials on a bi-
weekly basis to discuss recovery activities more generally and raise any
potential issues for discussion, such as challenges with submitting
quarterly progress and financial reports to FEMA in a timely manner.

FEMA. FEMA officials at the USVI, regional, and headquarters level are
responsible for overseeing the USVI's implementation of federal recovery
programs. Specifically, once FEMA obligates grant funding for a project,
FEMA officials on the ground in the USVI are responsible for the day-to-
day monitoring of individual projects using a variety of tools.”" For
example, FEMA officials stated they use the information included in
quarterly progress and financial reports to help ensure that subrecipients
are in compliance with applicable federal requirements and that potential
problems are identified and addressed in a timely manner. Further, FEMA
officials are to conduct quarterly meetings with USVI officials to ensure
regular communication and coordination and to discuss program
implementation, raise potential challenges, and identify solutions.

In addition to monitoring ongoing projects, FEMA officials in the USVI are
responsible for managing the process for closing out Public Assistance
program and Hazard Mitigation Grant Program projects that have been
completed. To facilitate this close-out process, the USVI is to compile all
required documentation for an individual project and submit this
paperwork to FEMA. FEMA is to review the documentation to ensure that
all work has been completed in accordance with the project’s scope of

"OThe Office of Disaster Recovery launched this website on July 22, 2019. Prior to this
date, this information was publicly reported through a website maintained by the USVI
Public Finance Authority.

71According to FEMA Manual 205-0-1, Grants Management (Approval date: 01/23/2018),
monitoring is defined as the review of recipient compliance with grant requirements,
including those in statutes, regulations, policies, and award terms and conditions; and,
review of grant progress on approved work and expenditure of funds as needed.
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work as well as relevant laws, federal regulations, and program
requirements.’?

FEMA Region |l officials and FEMA officials in the Grant Programs
Directorate in headquarters also provide higher-level oversight of Public
Assistance program and Hazard Mitigation Grant Program
implementation. For example, FEMA Region |l officials stated they
analyze the USVI's quarterly financial reports to identify patterns that may
indicate financial challenges, such as irregularities in the amount of
funding the USVI has drawn down for projects or an excess or lack of
reimbursements to subrecipients for completed work.”® At FEMA
headquarters, officials in the Grant Programs Directorate stated they
assess the financial condition of projects annually to identify potential
challenges in administering grant funding and may enhance monitoring
efforts as needed. These officials stated they also review the timeliness,
completeness, and accuracy of information submitted in quarterly reports
to help monitor project milestones and identify potential challenges that
require FEMA'’s attention.

FEMA Has a Consolidated
Standard Operating
Procedures Document for
Monitoring Public
Assistance Projects, but
Not for Hazard Mitigation
Grant Program Projects

FEMA has issued numerous documents that provide useful information
and guidance for implementing and monitoring the Public Assistance
program and the Hazard Mitigation Grant Program, such as program and
policy documents, fact sheets, job aids, and operational manuals. For
example, one document for monitoring the Public Assistance program is
the Public Assistance Program Management and Grant Closeout
Standard Operating Procedure. This standard operating procedures
document provides FEMA officials across all disasters nationwide with a
common understanding of the expectations and requirements for
managing projects. It also clearly and concisely outlines the roles and
responsibilities, requirements, key tasks and milestones, and
performance measures associated with monitoring and closing out Public

72Specifically, according to the January 2018 FEMA Grants Management Manual, FEMA
officials must determine that the subrecipient has completed all required activities outlined
in the project’s scope of work and that they have completed all applicable administrative
actions related to the project. This status is reached after financial reconciliation has
occurred, meaning that all systems have been reconciled with actual expenditures as
detailed on the final Federal Financial Report.

SFEMA Region Il officials and agency officials in the USVI stated they also monitor
weekly spend plan reports provided by FEMA'’s Office of the Chief Financial Officer to
assess the status of obligations and draw downs for individual recovery projects.
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Assistance program projects. However, FEMA has not developed a
similar consolidated standard operating procedures document to provide
a clear and concise roadmap for monitoring and closing out projects
under the Hazard Mitigation Grant Program.

In July 2019, FEMA officials in headquarters and FEMA Region Il told us
that guidance on key policies and procedures for managing FEMA'’s
varied hazard mitigation efforts can be found across multiple sources.
However, these officials stated that FEMA has not consolidated this
guidance into a single document for FEMA-wide use that focuses on the
oversight of Hazard Mitigation Grant Program projects specifically.
Further, FEMA’s existing guidance documents do not provide a concise
roadmap that outlines roles and responsibilities, key tasks and
milestones, and performance measures for FEMA officials to use when
monitoring and closing out individual program projects for any given
disaster. For instance, the Hazard Mitigation Assistance Guidance
includes information on many topics, such as program eligibility
requirements; roles and responsibilities for recipient and subrecipient
personnel; and oversight requirements spanning three separate FEMA
mitigation programs.’ Likewise, FEMA’s 250-page Hazard Mitigation
Field Operations Guide includes operating procedures, descriptions of
major tasks for mitigation positions, and job aids, including samples and
templates of tools to help hazard mitigation staff implement defined tasks.
While these and other FEMA documentation collectively provide
important information regarding the agency’s broader hazard mitigation
efforts, they are not focused specifically on the Hazard Mitigation Grant
Program, or the detailed processes FEMA officials on the ground should
use to conduct the day-to-day monitoring of individual projects. Further,
these documents do not detail the use of performance measures in
effectively monitoring Hazard Mitigation Grant Program projects—
information that is included in FEMA'’s standard operating procedures
document for the Public Assistance program.

"*FEMA administers two hazard mitigation assistance programs in addition to the Hazard
Mitigation Grant Program. The Pre-Disaster Mitigation program—authorized by Section
203 of the Robert T. Stafford Disaster Relief and Emergency Assistance Act, as
amended—provides funds for hazard mitigation planning and projects on an annual basis.
The Flood Mitigation Assistance program—authorized by Section 1366 of the National
Flood Insurance Act of 1968, as amended—provides funds for planning and projects to
reduce or eliminate risk of flood damage to buildings that are insured under the National
Flood Insurance Program on an annual basis.
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When we asked FEMA officials responsible for implementing the program
in the USVI why the agency had not developed a consolidated standard
operating procedures document specific to the Hazard Mitigation Grant
Program, they stated that developing this document had not been a
priority for the agency—which could be due to the relatively small size of
this program compared to larger and more complex recovery programs,
such as the Public Assistance program. Although FEMA obligates more
funding through the Public Assistance program, the Hazard Mitigation
Grant Program nonetheless plays a critical role in ensuring that disaster-
affected communities can undertake mitigation measures specifically
designed to enhance the resilience of their infrastructure during future
disasters.

Standards for Internal Control in the Federal Government states that
management should document in policies and procedures each unit’s
responsibility for an operational process’s objectives in the appropriate
level of detail to allow management to effectively monitor the control
activity.” In addition, these standards state that management should
define objectives in specific and measurable terms so they are
understood at all levels of the organization. This includes clearly defining
what is to be achieved, who is to achieve it, how it will be achieved, and
the timeframes for achievement. Further, leading practices identified in
the Program Management Institute’s Standard for Program Management
call for agencies to develop a program roadmap outlining information on
the program’s intended direction and providing a set of documented
success criteria for each key milestone and decision point.”® This
roadmap can be a valuable tool for managing the execution of the
program and for assessing the program'’s progress toward achieving its
goals. FEMA’s consolidated standard operating procedures document for
the Public Assistance program provides such a roadmap, stating that
FEMA’s main goal is to provide effective assistance and excellent
customer service necessary to assist disaster-affected communities to
recover while also ensuring the responsible stewardship of public funds.

FEMA does have guidance on key policies and procedures for managing
its hazard mitigation efforts, including through the Hazard Mitigation Grant
Program. However, FEMA could further strengthen its existing guidance

75GA0-14-704G.

76Project Management Institute, Inc., The Standard for Program Management ®, Third
Edition.
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Conclusions

by consolidating this information into a single document for FEMA-wide
use, similar to the one FEMA uses for the Public Assistance program.
FEMA officials told us that having a detailed standard operating
procedures document for the Hazard Mitigation Grant Program that
clearly and concisely outlined roles and responsibilities, key objectives
and tasks, and milestones for conducting monitoring and close-out
activities would be helpful in effectively overseeing program projects. In
addition to FEMA officials, the governor’s authorized representative in the
USVI also told us that such a document would help to ensure that both
FEMA and USVI officials are following the necessary procedures and
guidance when conducting program management and close-out activities.
Assessing the need for such a consolidated standard operating
procedures document for the Hazard Mitigation Grant Program would
help FEMA determine whether existing guidance should be strengthened
to ensure that agency officials across all disasters are using a consistent
approach in carrying out their responsibilities under the program.

As of June 30, 2019, FEMA had obligated more than $1.9 billion in grant
funding through the Public Assistance program and Hazard Mitigation
Grant Program to help the USVI recover from the catastrophic 2017
hurricane season. As part of the Public Assistance program, FEMA
authorized the STEP pilot program in the USVI—and in other locations—
to supplement other FEMA programs and provide necessary additional
capacity to help address the emergency sheltering needs of disaster
survivors. While FEMA decided to discontinue the STEP pilot program,
the agency has not evaluated how this decision will affect its ability to
provide emergency sheltering assistance in the future. FEMA has a
responsibility to provide assistance, when requested, to address the
emergency sheltering needs of disaster survivors. Given that FEMA will
no longer use the STEP pilot program, taking steps to evaluate its options
for addressing these needs will help FEMA to assess its capacity for
providing effective emergency sheltering assistance in the future and to
properly plan for when the next disaster inevitably strikes.

In addition, FEMA has issued numerous policy documents, guides, and
other useful documents to assist FEMA officials to effectively monitor and
oversee Hazard Mitigation Grant Program projects. However, FEMA has
not developed a consolidated standard operating procedures document
specific to the Hazard Mitigation Grant Program that provides a clear and
concise roadmap for FEMA officials’ use in monitoring individual projects.
Assessing the need for a consolidated roadmap for agency-wide use
would help FEMA determine whether existing guidance for effectively
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Recommendations for
Executive Action

Agency Comments
and Our Evaluation

monitoring Hazard Mitigation Grant Program projects should be
strengthened.

We are making the following two recommendations to FEMA:

The FEMA Administrator should evaluate the agency’s options for
providing future emergency sheltering assistance. (Recommendation 1)

The FEMA Administrator should assess the need for an agency-wide
consolidated standard operating procedures document for the Hazard
Mitigation Grant Program that provides detailed information on the roles
and responsibilities, requirements, and key tasks and milestones for
monitoring and closing out program projects. (Recommendation 2)

We provided a draft of this product to DHS and the USVI government for
review and comment. DHS provided written comments, which are
reprinted in appendix IV and summarized below. DHS and the USVI
government provided technical comments, which we incorporated as
appropriate.

DHS concurred with both our recommendations and described the
actions it plans to take in response. With regard to our first
recommendation, DHS stated that it will evaluate FEMA'’s options for
providing emergency sheltering assistance through its Individual
Assistance Division and provide any recommendations for action, as
appropriate, to FEMA'’s Assistant Administrator for Recovery. DHS
anticipates completing this evaluation by February 2020. This action, if
fully implemented, should address the intent of the recommendation.

With regard to our second recommendation, DHS stated that FEMA will
assess the need for an agency-wide consolidated standard operating
procedures document for the Hazard Mitigation Grant Program and, if
deemed necessary, FEMA will develop this document. DHS anticipates
this effort will be completed by August 2020. This action, if fully
implemented, should address the intent of the recommendation. In the
meantime, DHS noted that FEMA will consider updating its website to
include a single portal providing access to all existing guidance
documents relevant to monitoring and overseeing Hazard Mitigation
Grant Program projects. We will monitor DHS’s and FEMA'’s efforts to
address these two recommendations.
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We are sending copies of this report to the appropriate congressional
committees, the Secretary of Homeland Security, the FEMA
Administrator, the USVI government, and other interested parties. In
addition, the report is available at no charge on the GAO website at
http://www.gao.gov.

If you and your staff have any questions, please contact me at (202) 512-

8777 or curriec@gao.gov. GAO staff who made key contributions to this
report are listed in appendix V.

(%/PCW;@

Chris P. Currie
Director, Homeland Security and Justice
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Appendix |: Status of Public Assistance
Program Funding in the U.S. Virgin Islands

The Federal Emergency Management Agency (FEMA) obligated more
than $1.8 billion in Public Assistance grant funding for 618 projects across
the U.S. Virgin Islands (USVI) as of June 30, 2019." Specifically, FEMA
obligated more than $1.1 billion for emergency work projects (categories
A and B), about $588.5 million for permanent work projects (categories C
through G), and about $141.2 million for management costs (category
Z).? As of that date, the USVI expended nearly $1.1 billion—about 59
percent of total Public Assistance obligations to the USVI—to reimburse
subrecipients for completed work. Of this nearly $1.1 billion, the USVI
expended about $857.5 million (78 percent) for emergency work projects,
$211.3 million (19 percent) for permanent work projects, and $29.9 million
(3 percent) for management costs.

The majority of FEMA'’s obligations and the funding the USVI expended
as of June 30, 2019, are for emergency work because these projects
began soon after the disasters struck and focused on debris removal and
providing assistance to address immediate threats to life and property. In
contrast, permanent work projects take time to identify, develop, and
ultimately complete as they represent the longer-term repair and
restoration of public infrastructure. While the data below represent the
status of Public Assistance funding as of June 30, 2019, the amount of

"The Public Assistance program provides funding for debris removal efforts; life-saving
emergency protective measures, such as emergency repairs to private homes; and the
repair or replacement of disaster-damaged publicly-owned facilities, roads and bridges,
electrical utilities, and more. An obligation is a definite commitment that creates a legal
liability of the government for the payment of goods and services ordered or received. For
the purposes of this report, obligations represent the amount of grant funding FEMA
provided through the Public Assistance program for specific projects in the USVI. An
expenditure is an amount paid by federal agencies, by cash or cash equivalent, during the
fiscal year to liquidate government obligations. For the purposes of this report, an
expenditure represents the actual spending by the USVI government of money obligated
by the federal government. These data include Public Assistance grant funding only and
do not include obligations and expenditures for, among other federal disaster assistance
programs, direct federal mission assignments, in which a federal agency is tasked with
providing eligible emergency work or debris removal services to a territory or state, or for
other categories of mission assignments. In April 2019, we reported that FEMA had
obligated an additional $63 million in the USVI for direct federal assistance through
mission assignments for temporary emergency power and grid restoration efforts as of
July 2018. GAO, 2017 Hurricane Season: Federal Support for Electricity Grid Restoration
in the U.S. Virgin Islands and Puerto Rico, GAO-19-296 (Washington, D.C.: April 18,
2019).

2Management costs are any indirect cost, any direct administrative cost, and any other
administrative expense associated with a specific project.
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Appendix I: Status of Public Assistance
Program Funding in the U.S. Virgin Islands

grant funding FEMA obligates and the USVI expends will likely increase
over time as additional projects are finalized and approved.

Emergency work. Of the more than $1.8 billion FEMA obligated as of
June 30, 2019, more than 1.1 billion (61 percent) was obligated for 410
emergency work projects in Public Assistance program categories A and
B.

o Category A: Debris removal. FEMA obligated about $139.9 million for
88 projects focused on debris removal activities across the territory.?
For example, FEMA obligated $81.8 million to the USVI Water and
Power Authority for territory-wide debris removal efforts (see fig. 9). Of
the $139.9 million FEMA obligated for debris removal, the USVI
expended about $76.9 million (55 percent) as of June 30, 2019.

3Debris removal is the first step in the disaster recovery process, allowing communities to
restore accessibility to public services and areas, while ensuring public health and safety
in the aftermath of a disaster. Following a major disaster, FEMA provides funding
assistance for the removal of debris and wreckage from publicly and privately-owned
lands and waters when such removal is in the public interest. See 42 U.S.C. § 5173.
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|
Figure 9: An Organic Debris Storage Area in St. Thomas, U.S. Virgin Islands

Source: GAO. | GAO-20-54

Category B: Emergency protective measures. FEMA obligated about
$985.6 million for 322 projects focused on emergency measures. For
example, FEMA obligated about $278.2 million for the Sheltering and
Temporary Essential Power (STEP) pilot program as of June 30,
2019, to fund certain types of temporary repairs to private homes. In
addition, FEMA obligated approximately $111.9 million for the
purchase and installation of modular units to be used as temporary
classrooms and other facilities while permanent school buildings are
repaired or replaced (see fig. 10). Of the $985.6 million FEMA
obligated for emergency protective measures, the USVI expended
about $780.7 million (79 percent) as of June 30, 2019.
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Figure 10: Temporary School Facilities in St. Croix, U.S. Virgin Islands as of October 2018

Modular units being constructed to serve as temporary classroom facilities.  Inside a modular unit serving as a classroom.
Source: GAO. | GAO-20-54

Permanent work. Of the more than $1.8 billion in Public Assistance grant
funding FEMA obligated as of June 30, 2019, about $588.5 million (32
percent) was obligated for 200 permanent work projects across
categories C through G. These permanent work projects included more
than $383.1 million for cost-effective hazard mitigation measures to
reduce the future risk of disaster damage to infrastructure.*

« Category C: Roads and bridges. FEMA obligated about $5.9 million
for 40 projects focused on repairing roads and bridges in the territory,
9 of which included hazard mitigation measures totaling about $1.6
million. For example, FEMA obligated about $233,000 for one project
to repair a road on St. Croix damaged by floodwaters. This project
included approximately $61,000 for hazard mitigation measures to
reduce the likelihood of erosion during future flooding events. Of the
$5.9 million FEMA obligated for category C, the USVI expended about
$86,000 (1.5 percent) as of June 30, 2019.

“This section includes FEMA data on hazard mitigation measures funded through the
Public Assistance program under Section 406 of the Stafford Act. These data do not
include hazard mitigation funding provided through the Hazard Mitigation Grant Program
under Section 404 of the Stafford Act. See appendix Il for more information on Hazard
Mitigation Grant Program funding and projects.
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o Category D: Water control facilities. As of June 30, 2019, FEMA did
not have any projects in this category. According to FEMA officials,
the USVI does not have water control infrastructure—such as berms
or levees—that would fall under category D.

« Category E: Buildings and equipment. FEMA obligated about $68.3
million for 101 projects focused on repairing damaged structures in
the territory, 49 of which included hazard mitigation measures totaling
about $3.1 million. For example, FEMA obligated about $59.7 million
for one project to replace 5 heavily damaged buildings in a public
housing facility in St. Thomas (see fig. 11). While FEMA obligated this
project through the standard Public Assistance program, FEMA and
the USVI plan to work to develop a fixed-cost estimate with the
intention of transitioning this project to the alternative procedures
program, according to FEMA documentation. Further, this
documentation states that hazard mitigation measures will be
incorporated into the new structures by implementing internationally
adopted building codes and standards for wall and window
replacements. Of the $68.3 million FEMA obligated for Category E,
the USVI expended about $533,000 (0.8 percent) as of June 30,
2019.
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Figure 11: Examples of Hurricane Damage to a Public Housing Facility in St. Thomas, U.S. Virgin Islands

Hurricane force winds and flying debris smashed exterior windows and damaged apartments in a public housing facility in St. Thomas.
Source: GAO. | GAO-20-54

« Category F: Utilities. Of the $588.5 million FEMA obligated for
permanent work projects, $505.6 million (86 percent) was obligated
for 23 projects focused on repairing utilities, 13 of which included
hazard mitigation measures totaling about $378.2 million.®
Specifically, FEMA obligated $481.8 million—or 95 percent of the
$505.6 million—through the standard Public Assistance program for

SAs of June 30, 2019, nearly 99 percent of all funding for hazard mitigation measures in
the USVI was for projects in Public Assistance program category F.
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projects focused on territory-wide permanent electrical distribution
system repairs. This includes replacing damaged wooden utility poles
with more resilient composite fiberglass poles that can withstand 200
mile per hour winds as well as power transmission lines and
transformers (see fig. 12).6 Of the $505.6 million FEMA obligated for
category F, the USVI expended about $210.4 million (42 percent) as
of June 30, 2019.

Figure 12: Wooden and New Composite Fiberglass Utility Poles in St. Croix, U.S.
Virgin Islands

Damaged wooden utility poles for electricity distribution are being replaced by composite fiberglass
poles that can withstand 200 mile per hour winds.

Source: GAO. | GAO-20-54

o Category G: Parks, recreational, and other facilities. As of June 30,
2019, FEMA obligated about $8.8 million for 36 projects focused on

6In April 2019, we reported that the 2017 hurricanes caused widespread devastation to
both Puerto Rico’s and the USVI’s electricity grid and that federal agencies—including
FEMA—oprovided both traditional support to restore electricity in the territories as well as
unprecedented support in Puerto Rico in coordinating and assisting with the territory’s grid
restoration. See GAO-19-296.
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repairing parks, playgrounds, and other facilities, 5 of which included
hazard mitigation measures totaling about $214,000. For example,
FEMA obligated about $1.5 million in March 2019 for two projects to
repair the USVI's Tsunami Early Warning System, which comprises a
network of warning stations that alert residents of a potential tsunami
event (see fig. 13). As of September 2019, these were the only
projects FEMA had obligated under the Public Assistance alternative
procedures program in the territory, according to FEMA officials.’
These projects included about $185,000 for hazard mitigation
measures to replace wooden poles with higher-rated steel poles that
are able to withstand high winds and impacts from flying debris during
a storm. Of the $8.8 million FEMA obligated for category G, the USVI
expended about $246,000 (3 percent) as of June 30, 2019.

Figure 13: Tsunami Early Warning System Stations, St. Croix, U.S. Virgin Islands

Two tsunami warning system stations in St. Croix, U.S. Virgin Islands. Each station comprises a pole, a siren head to broadcast warnings, a solar panel,
stabilizing guy wires, and other ancillary equipment.

Source: GAO. | GAO-20-54

In October 201 8, FEMA commissioned an independent contractor to analyze whether a
USVI-specific “cost factor” should be incorporated into FEMA'’s process for developing
fixed-cost estimates for alternative procedures projects to ensure the actual costs of
implementing projects in the territory were captured. As this analysis was ongoing in
March 2019 when the Tsunami Early Warning System projects were approved, FEMA
used its standard cost estimating process to develop the fixed-cost estimates for these
projects.
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As of June 30, 2019, the Federal Emergency Management Agency
(FEMA) obligated about $60.6 million for 22 Hazard Mitigation Grant
Program projects in the U.S. Virgin Islands (USVI) and the USVI
expended about $1.7 million (3 percent) across 5 projects.’ Unlike Public
Assistance program projects that, in many cases, are focused on rapidly
providing emergency services or repairing critical disaster-damaged
infrastructure and systems, Hazard Mitigation Grant Program projects are
designed to fund a variety of measures to increase the longer-term
resilience of the USVI's infrastructure during future disasters. Information
on selected Hazard Mitigation Grant Program projects in the USVI that
received obligations as of June 30, 2019, is detailed below.

« Virgin Islands Territorial Emergency Management Agency and
Bureau of Information Technology Emergency Operations Center
and Safe Room Retrofit. FEMA obligated about $22.5 million to fund
the retrofit of the USVI Territorial Emergency Management Agency’s
Emergency Operations Center.? The new facility will serve as the
headquarters for both the USVI Territorial Emergency Management
Agency and the USVI Bureau of Information Technology and house a
911 Emergency Call Center. According to FEMA documentation, the
facility will include a safe room to allow emergency personnel to
shelter in place during disasters and will contain sufficient space to
house FEMA and other federal personnel, as necessary. Further, the
facility will include a hardened communications system to ensure
emergency responders are able to effectively communicate during
emergency events, among other improvements.

« The Comprehensive Territorial Hazard Mitigation and Resilience
Plan Project. FEMA obligated nearly $5.0 million to fund the
development of an in-depth, comprehensive hazard mitigation and
resilience plan for territory-wide use. FEMA officials stated that unlike
in the contiguous United States, the USVI does not have any entities

'FEMA’s Hazard Mitigation Grant Program provides funding to undertake mitigation
measures to reduce the risk of loss of life and property from future disasters. An obligation
is a definite commitment that creates a legal liability of the government for the payment of
goods and services ordered or received. For the purposes of this report, obligations
represent the amount of grant funding FEMA provided through the Hazard Mitigation
Grant Program for specific projects in the USVI. An expenditure is an amount paid by
federal agencies, by cash or cash equivalent, during the fiscal year to liquidate
government obligations. For the purposes of this report, an expenditure represents the
actual spending by the USVI government of money obligated by the federal government.

2As of June 30, 2019, this was the largest Hazard Mitigation Grant Program project in the
USVI in terms of FEMA obligations.
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responsible for formally developing similar plans to guide operations
and mitigation activities across various sectors, such as protecting the
potable water supply and assessing economically feasible options for
development. As a result, FEMA officials told us that this project
represents an important effort to develop a holistic, territory-wide
hazard mitigation plan that would cover all relevant sectors.

« The Spring Gut Watershed Green Space Acquisition and
Stormwater Management Project. FEMA obligated nearly $1.0
million to fund the first phase of a $2.0 million project to purchase 50
acres of undeveloped land and develop storm water retention
measures—such as berms and rock linings—to reduce downstream
flooding and the associated damages to roads, homes, and
infrastructure (see fig. 14). FEMA officials told us that the first phase
of the project included an environmental and historical preservation
review of the target locations to confirm program eligibility before
actual construction activities can begin.

Figure 14: The Spring Gut Watershed and Gallows Bay Area in St. Croix, U.S. Virgin Islands

The existing greenspace comprising the Spring Gut watershed as of March ~ Gallows Bay is located directly downstream from the Spring Gut watershed
2019. and experiences regular flooding.

Source: GAO. | GAO-20-54

« Fortuna/Bordeaux Fire Station Retrofit. FEMA obligated more than
$470,000 to fund the first phase of a nearly $5.0 million project to
retrofit a fire station in St. Thomas. Specifically, the project will
upgrade the facility’s structure to applicable codes and standards to
mitigate the risks posed by hurricane-force winds, including the
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dangers posed by flying debris. Further, the retrofit will include the
installation of a steel-reinforced concrete safe room and a back-up
emergency power generator to ensure the safety and protection of
emergency personnel and the continuity of emergency response
activities during a disaster, according to FEMA documentation.
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Hospital and Medical Center in St. Croix,
U.S. Virgin Islands

The Governor Juan F. Luis Hospital and Medical Center (JFL hospital) in
St. Croix provides an illustrative example of the processes and challenges
associated with developing and implementing Public Assistance program
projects in the U.S. Virgin Islands (USVI).! In September 2017, Hurricane
Maria’s strong winds and torrential rains caused severe damage to the
facility’s roof; heating, ventilation, and air conditioning system; and
electrical, water, and sewage systems, according to Federal Emergency
Management Agency (FEMA) documentation. Further, the infusion of
water—both during and after the storm—saturated the interior of the
hospital, destroyed medical equipment and hospital furnishings, and
facilitated the growth of hazardous mold. Figure 15 details selected
hurricane damage to the facility.

"The Public Assistance program provides funding for debris removal efforts, life-saving
emergency protective measures, and the repair or replacement of disaster-damaged
publicly-owned facilities, roads and bridges, electrical utilities, and more.
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Hospital and Medical Center in St. Croix, U.S.
Virgin Islands

Figure 15: Disaster Damage Sustained by the Governor Juan F. Luis Hospital and Medical Center as of March 2019, St. Croix,
U.S. Virgin Islands

e
—
e —
1
—
e
—
=
—
1
—_—
—
]
—
)
—_—
—_—
]

L

[

A section of the facility that was sheared off during the hurricane leaving the building’s ventilation

units susceptible to outdoor conditions.
Source: GAO. | GAO-20-54

Interior damage as a result of water infiltration from
the damaged roof.

Due to the extensive damage, the JFL hospital has been operating at
reduced capacity since the hurricane and certain functions have been
relocated to undamaged areas, according to FEMA documentation. This
documentation states that while the hospital continues to provide limited
medical services to St. Croix residents, it is no longer capable of providing
critical care services. Since alternate options were either limited or
unavailable on the island following the storms, St. Croix residents in need
of life sustaining medical treatments such as chemotherapy infusions or
who are experiencing life-threatening health events such as cardiac

failure or trauma must be transported out of the territory to receive life-
saving care, according to FEMA documentation.

Public Assistance Program

Emergency Work Projects
at the JFL Hospital

Following Hurricane Maria, FEMA obligated grant funding for several
Public Assistance emergency work projects to help keep the JFL hospital
functioning and capable of providing limited medical services to St. Croix
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residents. For example, in August 2018, FEMA obligated $119,000 in
grant funding to reimburse the JFL hospital for the use of an emergency
backup generator through Public Assistance program category B, which
provides funding for emergency protective measures.? According to JFL
personnel, this funding covered the cost of using the backup generator
until the facility’s primary electrical system could be restored. In another
example, FEMA obligated about $2.4 million in August 2018—also
through Public Assistance program category B—to fund the rental of
mobile dialysis trailers (see fig. 16). According to JFL personnel, these
trailers were acquired to replace all 14 of the facility’s dialysis units that
were destroyed during the storm.

2Emergency protective measures under category B of the Public Assistance program are
measures to lessen the immediate threat to life, public health, or safety. These measures
include pre-positioning equipment prior to the disaster, flood fighting, medical care and
transport, search and rescue operations, and providing supplies and commaodities, among
other eligible measures.
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Figure 16: Mobile Dialysis Trailers at Governor Juan F. Luis Hospital and Medical
Center, St. Croix, U.S. Virgin Islands

Mobile dialysis trailers to replace units destroyed during the 2017 hurricanes.
Source: GAO. | GAO-20-54

In addition to Public Assistance projects focused on maintaining the
existing facility, FEMA obligated $43.2 million in January 2018 to fund the
purchase and installation of modular units to serve as a temporary
medical facility through category B emergency work. According to FEMA
documentation, this temporary facility is intended to provide critical
medical services to St. Croix residents—including an emergency room,
pediatric care, a labor and delivery ward, and an intensive care unit,
among other services—until a permanent facility is completed (see fig.
17). JFL personnel told us that completing this project is a key priority as
it will enable them to transition all medical services from the main facility,
which continues to deteriorate over time. However, they stated that
implementing this project has been challenging.
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|
Figure 17: Future Location of the Governor Juan F. Luis Hospital and Medical
Center Temporary Facility as of March 2019, St. Croix, U.S. Virgin Islands

In March 2019, foundations were being constructed in the Governor Juan F. Luis Hospital and
Medical Center parking lot to support the installation of modular units. These units will serve as a
temporary medical facility until a permanent facility is completed. As of July 2019, the modular units
had been erected and contractors were working to complete, among other things, the electrical,
plumbing, and heating, ventilation, and air conditioning systems, according to hospital personnel.

Source: GAO. | GAO-20-54

For example, JFL personnel told us that when former JFL administrators
were developing the project, they incorporated the cost of procuring and
installing the modular units, but omitted the costs associated with
acquiring, installing, and certifying new medical equipment for use in the
interim facility. These personnel stated that these costs should have been
incorporated into the original project paperwork and clarified that the
acquisition and certification of new equipment was critical in ensuring the
hospital’s provision of medical services would not be disrupted.
Specifically, they explained that relocating the facility’s existing medical
equipment was not a feasible option as it would result in an unacceptable
lapse in medical services during the time-consuming process of
deconstructing, transferring, reinstalling, and recertifying this equipment in
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the modular facility.® JFL personnel stated they worked closely with
FEMA officials and contractor personnel to update the project’'s
paperwork and request additional program funding for this new medical
equipment. In August 2019, FEMA approved the updated paperwork and
obligated additional funding for this project, according to FEMA
documentation.

JFL personnel also stated they have limited capacity to effectively
manage and oversee the construction of the temporary facility due to
competing responsibilities. In addition to managing this project, they
stated they were occupied with the continuous maintenance challenges
associated with keeping the deteriorating main facility functioning while
also working to develop options for a permanent facility through the Public
Assistance alternative procedures program, as discussed below.* They
told us FEMA officials and contractor personnel had been helpful in
providing assistance, but stated they would benefit from a larger hospital
management team that could focus specifically on planning and
implementing the facility’s numerous recovery efforts. As of July 2019,
JFL personnel stated their aim is to officially open the temporary facility in
the spring of 2020.

Public Assistance
Alternative Procedures
Permanent Work at the
JFL Hospital

In conjunction with the temporary facility’s construction, FEMA officials
and JFL personnel are working to develop a permanent work project
under the Public Assistance alternative procedures program to replace
the damaged hospital. Further, in providing a critical service, the JFL
hospital is eligible to use the new flexibilities provided by the Bipartisan

3According to JFL personnel, the modular unit facility and its medical equipment must
undergo a series of inspections and certification processes prior to providing medical
services. For example, the USVI Fire Department will have to inspect the facility for
compliance with fire codes and the medical equipment itself must be certified to ensure it
is properly installed and can be used appropriately, according to JFL personnel.

“The Public Assistance alternative procedures pilot program provides FEMA and the USVI
with financial incentives for the timely and cost-effective completion of permanent work
projects and additional flexibilities that are not available through the standard Public
Assistance program. However, the alternative procedures require awards for permanent
work projects to be made on the basis of fixed-cost estimates.
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Budget Act of 2018.° This Act allows FEMA—when using the alternative
procedures—to fund the repair or full replacement of the hospital to
accepted industry standards regardless of any pre-disaster damage or
wear and tear the facility may have sustained prior to the 2017
hurricanes. FEMA officials and JFL personnel stated the Act therefore
provides a valuable opportunity to restore the facility to a better condition
than it was in prior to the storms. However, JFL personnel told us that
pursuing this permanent work project included challenges. For example,
JFL personnel told us that maintaining the damaged facility while FEMA
determined whether the hospital was eligible for repairs to the existing
structure or a complete replacement under the Bipartisan Budget Act was
challenging. Specifically, they explained that while FEMA worked to
finalize this determination, management was in the difficult position of
deciding where and how to invest its finite resources to keep the
constantly deteriorating facility functioning. For example, these personnel
explained that if FEMA determined that the facility is ineligible for
replacement under the Act, they would immediately invest money into the
existing facility to address critical components that require urgent
attention, such as the water and wastewater systems. In contrast, if
FEMA determined that the facility is indeed eligible for replacement,
management would strategically invest the minimum amount of resources
required to keep the facility functioning with the full knowledge that it
would eventually be demolished. Figure 18 details selected examples of
temporary fixes JFL personnel implemented to keep the facility
functioning.

5The Bipartisan Budget Act of 2018 authorized FEMA, when using the Public Assistance
alternative procedures program, to provide assistance to fund the replacement or
restoration of disaster-damaged infrastructure that provide critical services without regard
to pre-disaster condition. Bipartisan Budget Act of 2018, Pub. L. No.115-123, § 20601(1),
132 Stat. 64 (2018). Further, the Additional Supplemental Appropriations for Disaster
Relief Act of 2019, which was signed into law on June 6, 2019, provides additional
direction to FEMA in the implementation of section 20601. See Pub. L. No. 116-20, tit. VI,
§ 601, 133 Stat. 871, 882 (2019).
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Figure 18: Examples of Temporary Fixes to the Governor Juan F. Luis Hospital and Medical Center as of March 2019, St.
Croix, U.S. Virgin Islands

An example of a temporary measure to capture Of the facility’s three pumps responsible for providing water to the main hospital building, only one

continued water infiltration from the facility’s damaged remained operable as of March 2019. Hospital personnel told us they have taken steps to
roof. temporarily mitigate the potential for failure, including by installing pipes to relieve pressure.

Source: GAO. | GAO-20-54

In May 2019, FEMA officially determined that the JFL hospital was eligible
under the Bipartisan Budget Act of 2018 for a complete replacement
through the Public Assistance alternative procedures program. JFL
personnel told us they are working with FEMA officials and medical
industry experts to ensure that they take advantage of the flexibilities
provided by the Bipartisan Budget Act when developing the project. As of
July 2019, these personnel explained they are in the early stages of
working with FEMA officials and territorial stakeholders to assess options
for the replacement facility and are designing a strategy to ensure the
future hospital is able to sufficiently address the healthcare needs of USVI
residents.
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L.S. Department of Homeland Security
Washingron, DC 20528

;@;’f Homeland
% Security

November 1, 2019

Chris P. Currie

Director, Homeland Security and Justice
U.S. Government Accountability Office
441 G Street, NW

Washington, DC 20548

Re:  Management Response to Dralt Report GAO-20-54, “11.8. VIRGIN ISLAND’S
RECOVERY: Additional Actions Could Strengthen FEMA’s Key Disaster
Recovery Efforts™

Dear Mr. Currie:

Thank you for the opportunity to review and comment on this draft report. The U.S.
Department of Homeland Security (DHS) appreciates the U.S. Government
Accountahility Office’s (GAQO) work in planning and conducting its review and issuing
this draft.

The Federal Emergency Management Agency’s (FEMA) collaborative efforts with U.S.
Virgin Islands officials during the implementation of federal recovery programs in
response to the 2017 hurricanes included obligating more than $1.9 billion in grant
funding through the Public Assistance program and Hazard Mitigation Grant Program
(HMGU?). This was done using an outcome-driven approach that relies on in-depth data
analysis and reports to help inform decisions about providing services to meet the needs
of state, local, tribal, and territorial jurisdictions managing the response to, and the
recovery [rom, major disasters.

With respect to FEMA’s HMGP, it is important to note that the Hazard Mitigation Field
Operations Guide is not the primary guidance for HMGP, but is a single offering within a
comprehensive suite of guidance documents that manage the range of activities under the
HMGP. This suitc of documents provide comprehensive guidance on all oversight,
monitoring and closeout activities for HMGP projects. Relevant guidance documents
include:

¢ Hazard Mitigation Assistance (HMA) Guidance (Part VI, Award Administration

Information);
e FEMA Manual 205-0-1, “Grants Management;”
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e HMGP Subaward Closeout Toalkit, which includes a checklist for HMGP
Subawards;

e HMGP Subaward Closeout Frequently Asked Questions; and

e HMGP Management Cost Closcouts Frequently Asked Questions.

The increasing magnitude of disasters and related challenges to addressing them, such as
emergency sheltering, highlight an opportunity for FEMA components to further support
community response and efforts to build recovery capacity. FEMA remains committed
to the effective management of HMGP and to ensuring this federal assistance program
meets the needs of communities and individuals in impacted areas.

The draft report contained two recommendations with which the Department concurs,
Attached, please find our detailed response to each recommendation. DHS previously
submitted technical comments under a separate cover.

Again, thank you for the opportunity to review and comment on this draft report. Please
feel free Lo contact me if you have any questions, We look forward to working with you

again.

Sincerely,

JIM H. CRUMPACKER, CIA, CFE
Director
Departmental GAO-OIG Liaison Office

Attachment
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Attachment: Management Response to Recommendations
Contained in GA0-20-54

GAO recommended that the FEMA Administrator:

Recommendation 1; Evaluate the agency’s options for providing future emergency
sheltering assistance.

Response: Concur. FEMA’s Individual Assistance Division will evaluate the Agency’s
options for providing emergency sheltering assistance and provide recommendations for
action to the Assistant Administrator for Recovery, as appropriate. Estimated
Completion Date (ECD): February 28, 2020.

Recommendation 2: Assess the need for an agency-wide consolidated standard
operating procedures document for the Hazard Mitigation Grant Program that provides
detailed information on the roles and responsibilities, requirements, and key tasks and
milestones for monitoring and closing out program projects.

Response: Concur, FEMAs Federal Insurance & Mitigation Administration (FIMA)
HMA Division will assess the need for an agency-wide consolidated standard operating
procedures (SOP) document for HMGP. If the assessment identifies the need for such an
SOP, it will be developed as part of the IMA Guidance update. In the near term.
FIMA’s HMA Division will investigate the feasibility of updating the HMGP web page
to include a single portal for access Lo the existing guidance on oversight, monitoring, and
closeout of HMGP grants. Pending the results of the feasility investigation, the HMGP
web page update will include publicizing and messaging to all relevant stakeholders,
including FEMA Regions, Joint Field Offices, State Hazard Mitigation Officers, the
National Emergency Management Association, the Association of State Floodplain
Managers, and similar interested parties. ECD: August 31, 2020.
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