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Auditors recommend FEMA deny Belmar
$523,000 in aid
Due to contracting procedures, ineligible costs, inability to support some
expenses
By Haley Behre

BELMAR — Federal auditors have recommended the Federal Emergency Management Agency [FEMA] deny
$523,000 in funding awarded to Belmar, citing, in part, that the borough did not assure it paid a “fair and
reasonable price” for contracted work post-Sandy — an issue Belmar Mayor Matt Doherty says has nothing to do
with the borough.

“This is a fight between FEMA and the Inspector General’s Office in Homeland Security,” who conducted the
audit, Mayor Doherty said. “It has nothing to do with us. We just happen to be in the middle of this.”

In the wake of Hurricane Sandy, Belmar expended about $6.9 million for debris removal, of which the borough
has been reimbursed $2 million. The borough is asking for full reimbursement.

One of the debris removal projects cost $5.4 million, and is the project called into question by an audit
conducted by the U.S. Department of Homeland Security [DHS] Office of Inspector General [OIG]. The audit
was done to ensure the borough expended FEMA funds according to guidelines.

THE FINDINGS

The OIG’s findings were recently released, which found the borough did not always
follow FEMA guidelines, leading the office to recommend a portion of the debris
removal costs not be reimbursed.

Of the $5.4 million audited, the OIG is recommending FEMA deny $523,007 in public
assistance grant monies awarded to Belmar — $285,054 for contracting procedures,
$53,147 for ineligible expenditures and $184,806 for the inability to provide adequate
documentation to support some expenditures.

Belmar entered into two contracts totaling about $1.6 million, both of which were not put out to bid and were
cost-plus-percentage-of-costs contracts, which federal regulations prohibit. Of that $1.6 million, the OIG
questioned $285,054. The $1.6 million contracts are part of the $5.4 million debris removal costs.

These contracts were for JH Reid General Contractor, of South Plainfield, and Ferreira Construction, of
Branchburg, who, according to borough administrator Colleen Connolly, did a bulk of the debris removal and
pumped out water from the streets.

Cost-plus-percentage-of-costs contracts, which pay a contractor an additional amount of money to cover the
overhead costs, are prohibited because they “provide no incentive for contractors to control costs,” according
to the report.

According to the report, one of the contractors added “markups of 15 percent for overhead and 10 percent for
profit on billings for its own employees, and 5 percent for overhead and profit on pass-through costs of its
subcontractors.”

The report also said Belmar could not provide evidence that it had conducted a cost or price analysis to
determine if the contractors’ proposed prices were reasonable.
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In addition, the project expenditures included $53,147 of ineligible force account labor costs that should not
have been submitted as debris-related, but emergency protective measures, according to the report.

As for the inability to show documentation to support $184,806 of the project expenditures, the OIG said in the
audit that Belmar could not provide time sheets and pay rates to validate costs billed. Additionally, according
to the report, the borough could not support all of the tipping fee charges.

According to the report, borough officials said the debris monitoring contractor, Birdsall Services Group, filed
for bankruptcy, and the new firm that purchased the business, Partner Engineering and Science in California,
has not provided Belmar with access to records pertaining to the debris.

The borough is currently in litigation against Partner Engineering over the borough’s final payment to the
company.

Calls to Partner Engineering were not returned by press time.

THE BOROUGH'S RESPONSE

According to the report, FEMA has 90 days from the date of the report, which is April 22, to provide a written
response in regard to the OIG’s recommendations.

Ms. Connolly said the borough has had many conversation with FEMA, and has given the agency
recommendations on the issues.

“I think we’re kind of stuck in the middle” between two federal agencies,” Ms. Connolly said. “We just need
our money.”

According to Ms. Connolly, the OIG claims the way the contracts for Ferreira and JH Reid were structured
provides incentive for them to work longer.

“That’s not what we experienced here,” she said. The borough had a “massive amount of cleanup,” she said.

According to Ms. Connolly, the borough’s debris removal included hauling more than 12,000 tons of debris and
100,000 cubic yards of sand, which was done “lightning fast” in two to three months.

The rates the companies charged, Ms. Connolly asserts, were set by FEMA, were “absolutely reasonable” and
benefited the public interest of getting the streets cleaned.

Mayor Doherty addressed the audit at Tuesday’s council meeting, saying “to resolve all this — and this sounds
kind of silly — FEMA needs to grant a waiver basically to itself” so that the $285,054, which is the cost in
question for the $1.6 million contracts, can be reimbursed.

As for the ineligible labor costs, Ms. Connolly said it was a clerical error by the auditors as that work was never
submitted under the debris removal project worksheet.

“These were always category B,” Ms. Connolly said.

Category B is for emergency protective measures.

Mayor Doherty said “our recommendation back to them [the OIG] is to look at category B and you’ll see what
you want, and look at category A and you’ll see it’s not there.”

In regard to the inability to provide documentation, Ms. Connolly said these are not improper costs.

“This is a company that went bankrupt and did not provide us with the pieces of paper the auditor asked for,”
she said.

According to Mayor Doherty, there are no time cards as those are typically not done for professional services,
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and the information they are requesting is from a company that no longer exists.

Mayor Doherty said this issue is not for the borough to solve but for FEMA to solve, as they are the ones who
wrote and approved the project worksheets.

“While it sounds really bad, the audit was of one federal body auditing another federal body with us in the
middle. But we believe, based on our conversations with FEMA, that they will secure the waiver, they’ll be able
to show them that category B is category B and they’re also going to tell them that there are no time cards,”
Mayor Doherty said, noting FEMA has been a “great partner” since Sandy.

Ms. Connolly said, “We did everything we were supposed to do to get the borough cleaned up in the wake of
the disaster.”

Rosanna Arias, FEMA media relations specialist, said the Public Assistance [PA] Program is reviewing the report,
as well as the borough’s case management file.

“Once these materials are thoroughly reviewed, PA will contact the borough to discuss the results of the review
and gather any additional documentation that may be pertinent,” Ms. Arias said. “All of these steps are normal
procedure for follow-up on an OIG Report. PA will respond-back to IG on the results of its review within 90
days.”
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