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FEMA Disaster Housing and Hurricane Katrina:
Overview, Analysis, and Congressional Issues

Summary

Somehavecriticized theFederal Emergency Management Agency’ s(FEMA's)
emergency housing policies, particularly its approach to health and safety standards
(asexemplified by the evidence of formaldehydein both trailers and mobile homes),
aswell asits overal strategy to perform its housing mission. To address disaster
housing issues, Congress could opt to consider questions such as the following.
How have disaster housing needs traditionally been addressed under the Stafford
Disaster Relief and Emergency Assistance Act (P.L. 93-288, asamended)? How did
FEMA'’ sapproach during Hurricane Katrinadiffer from previousdisastersand why?
With a substantial amount of available funding provided by Congress, but without
requesting expanded authority, FEMA found its sole option was to use traditional
disaster housing practices. Those practices, successful for disasters of ahistorically
familiar size, were hard-pressed to meet the unprecedented demands of the Katrina
catastrophic disaster.

There are potential events (New Madrid earthquake or other large natural or
terrorist events) that could conceivably produce many of the same challenges
presented by the Gulf Coast hurricane season of 2005. Federa disaster housing
policy may remain an issue in the 110" Congress, because, as Hurricane Katrina
illustrated, the continued existence of communitiesafter acatastrophic eventinvolves
extensive federal assistance issues.

In the past, FEMA’s approaches have turned on practical and theoretical
considerations. Practical considerations include the agency’s ability to house
families and individuals within a short time frame and in proximity to the original
disaster, and in the case of Hurricane Katrina, to make contact with the hundreds of
thousands of applicantswho registered for assistance. Some of thetheoretical policy
considerationsincludequestionsof equity, self-reliance, federalism, and theduration
of federal assistance. Those considerationshaveledto processquestionsconcerning
program stewardship and the potential for waste, fraud, and abuse of federa
resources.

The Post-K atrina Act Emergency Management Reform Act, enacted in October
of 2006 (P.L. 109-295), changed FEMA housing policy to provide the President
with greater flexibility for meeting the challengesof disastersonalargescale. Future
debate on the housing issue may also be affected by the report on the National
Disaster Housing Strategy (asdirected in P.L. 109-295) that was dueto Congressin
2007, but is not yet completed. Legisation in the 110" Congress, such as S. 2386,
which restores the Mortgage/Rental Assistance program, demonstrates ongoing
Congressional interest in programs that augment existing housing assistance. Also,
legidlation (S. 2382) that would mandate that the FEMA Administrator assess the
need for manufactured housing unitsand devel op astrategy to optimize their use and
disposal of those not needed.

This report will be updated as warranted by events.
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FEMA Disaster Housing and Hurricane
Katrina: Overview, Analysis, and
Congressional Issues

Background

Federal involvement in disaster housing can be traced back at |east asfar asthe
Great Mississippi River Flood of 1927. At that time, federal assistancewasindirect,
supporting the American National Red Cross (ANRC), championing ANRC fund-
raising and donations to support the Red Cross housing/sheltering mission, and
generally coordinating assistance.*

In 1951 President Truman built on the ANRC partnership in Executive Order
10221, which delegated the overall responsibility for federal supplemental disaster
assistanceto the Housing and Home Finance Administration (HHFA).? Just over two
decades later, President Nixon assigned the emergency housing responsibility to
HHFA'’ ssuccessor organization, the Department of Housing and Urban Devel opment
(HUD). Administration officials created HUD’s Federal Disaster Assistance
Administration (FDAA) to carry out temporary housing and other disaster response
and recovery programs. The FDAA wasone of thelegacy components subsequently
absorbed into FEMA in 1979 under Reorganization Plan Number 3.2 The federal
government’s temporary disaster housing mission (an integral part of its overall
authoritiesfor disaster response and recovery) hasremained at FEMA for more than
aquarter of acentury. On March 1, 2003 FEMA became a part of the Department of
Homeland Security in accordance with the Homeland Security Act.*

TheRobert T. Stafford Disaster Relief and Emergency Assistance Act (P.L. 93-
288, as amended) authorizes the President to provide temporary housing and other
disaster responseand recovery activities. Through executiveordersthisauthority has

! For more information, see CRS Report RL33126, Disaster Response and Appoi ntment of
a Recovery Czar: The Executive Branch’s Response to the Flood of 1927, by Kevin R.
Kosar. Almost 80 years | ater, the same process (working through the ANRC and anetwork
and system established by that organi zation) would betheinitial entry point for the Federal
Emergency Management Agency (FEMA) inthe housing responseto theneedsof Hurricane
Katrinavictims.

2 Executive Order 10221, Federal Register, vol. 16, March 6, 1951, p. 2051.

3 Executive Order 12127, Federal Register, vol. 44, April 3, 1979, p. 19367. For more
information , see CRS Report RL33369, Federal Emergency Management and Homeland
Security Organization: Historical Developments and Legidative Options, by Henry B.
Hogue and Keith Bea.

*P.L. 107-296, 116 Stat. 2214.
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been delegated to FEMA, and other federal departments or agencies as assigned by
FEMA.> This act authorized discrete programs, including the Individual and
Households Program (IHP), along with avariety of programsintended to addressthe
unmet needs resulting from a major disaster of families, individuals, and state and
local governments.

Assessing the performance of government at every level to respond to disaster
victims who need housing assistance involves consideration of the continuum of
options available to FEMA in its sheltering and housing misson. FEMA
traditionally usestwo separate Stafford Act authorities to carry out thismission —
Section 403 authorities for emergency sheltering and Section 408 for temporary
housing.® Distinct unitswithin FEM A implement these housing authorities. The 403
provisions are administered by the Public Assistance (Infrastructure) Branch in the
Disaster Assistance Directorate (formerly Recovery Division), while the 408
provisions are under the purview of the Individual Assistance Branch within that
same directorate.’

Stafford Act Section 403

Section 403 provides for general federal assistance to meet immediate threats
to life and property. Thisaid may include medicine, food and other consumables,
and work and services performed on public or private land. It is the work and
services category that isfurther defined to include debrisremoval, search and rescue
services, emergency medical services, emergency mass care, and emergency shelter.
The assistance provided by states and/or FEMA immediately following adisaster is
usually referred to as “emergency shelter.”® Emergency sheltering cantake avariety
of forms, some of which were adapted to meet the special needsfollowing Hurricane
Katrina.

Traditional Stafford Act Sheltering/Housing

Thistype of 403 assistance can take the form of mass shelters (such as those
run by the Red Cross and designated by local governments), cruise ships (used for
the first time after Hurricane Katrina), emergency group sites (using manufactured
housing), rental assistance, and other supporting services paid for by state
governments and reimbursed by FEMA. While elements of 403 are occasionally
employed for disaster response, the sheltering provisionisrarely used on avast scale.
Theemergency aid in Section 403 isgenerally cost-shared, like other elementsof the

> For more information, see CRS Report RL33053, Federal Safford Act Disaster
Assistance: Presidential Declarations, Eligible Activities, and Funding, by Keith Bea.

42 U.S.C. 85170b and 42 U.S.C. §5174.

"In a letter dated January 18, 2007, from DHS Secretary Michael Chertoff to Senate
Homeland Security and Governmental Affairs Committee Chair Joseph Lieberman, DHS
announced it was changing the name of the Recovery Division to the Disaster Assistance
Division.

842 U.S.C. §5170b.



CRS-3

Stafford Act, on a 75% federal share, 25% state share. Since 403 is emergency
sheltering, this program is used to house victims immediately and does not include
atest for eigibility before shelter is provided, unlike Section 408.° Help under
Section 403 generally is short termin nature and is provided in facilities close to the
disaster area.

The Katrina Experience. Due to the unusualy severe, widespread
destruction, and dispersal of victims caused by Hurricane Katrina, Section 403
shelters were funded throughout the nation. Accordingly, FEMA issued disaster-
specific guidance and other supporting documentsdelineating section 403 eligibility
for the multitude of states involved in this unigue catastrophic event. Though 403
sheltering aid is intended to be limited term help, after Katrina those limits were
stretched due to the magnitude of the event. That stretching aso included a 100%
federal sharefor theemergency sheltering costsfor all stateshosting FEM A evacuees
for up to 12 months, though shorter |eases were encouraged.*®

Traditional Mass Shelters

In 2006 FEMA and the ANRC entered into a Memorandum of Understanding
(MOU) that specifically references their coordination of emergency mass care.™
They formerly aso had been the two parties charged with the responsibility for
carrying out Emergency Support Function (ESF) #6 - Mass Care, in the National
Response Plan (NRP). The NRPwasthe federal government’ soverall framework to
allocate resources and coordinate the federal response following a major disaster
event. Under the new National Response Framework, ESF #6 has expanded to
include housing and human services. Dueto that expansion, DHS/FEMA isnow the
lead for the function.*? But regardless of that framework, the great mgjority of the
hundreds of shelters used following Katrina (and most disasters) were managed by
the ANRC. Inaddition, many other independent shelterswere and continueto berun
by state and local governments and non-governmental organizations.

The Katrina Experience. Theshared responsibilityintheNRPfor masscare
was a change from the past operationa practices under the Federal Response Plan
(FRP), which identified the Red Cross as the sole lead for the function. Shared

® U.S. Department of Homeland Security, Federal Emergency Management Agency,
Frequently Asked Questions: Section 403 Sheltering, August 11, 2006, at
[ http://www.fema.gov/government/grant/palfaq_403 shelteringl.shtm].

10 U.S. Department of Homeland Security, Federal Emergency Management Agency,
Hurricane Katrina Fact Sheet, Frequently Asked Questions Section 403 Sheltering,
September 29, 2005, p. 6.

1 Memorandum of Understanding Between the U.S. Department of Homeland Security,
Federal Emergency Management Agency, and The American National Red Cross, May 30,
2006.

2" The NRF includes a roster of federal partners with the Red Cross remaining as a
supporting partner along with other non-profit organizations. The Red Crossremains akey
component of the team responsible for emergency feeding and sheltering for the general
population. See [http://www.fema.gov/pdf/emergency/nrf/nrf-esf-06.pdf].
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responsibilities had begun prior to Katrina, but this disaster was the most strenuous
test of thisnew arrangement. Inthe context of the Hurricane Katrinaexperience, the
guantity and quality of the available emergency shelter space has been questioned by
various reports, including the House Select Bipartisan Committee to Investigate the
Preparation for and Response to Hurricane Katrina Report, which noted that “ State
and local governments made inappropriate selections of shelters of last resort. The
lack of aregiona database of shelters contributed to an inefficient and ineffective
evacuation and sheltering process.”* The committee also acknowledged the
difficulty of the task. The report noted that some experts believed that the shelter
system eventually built up over the opening weeks of the Katrina disaster, with the
inherent coordination that was necessary, was similar to “opening a Fortune 500
company in acouple days’ time.”**

FEMA provided to the states and their shelter partners disaster-specific-
guidance that listed, in great detal, the costs that would be dligible for
reimbursement.” Despite the guidelines, the ANRC and others involved in
sheltering still coped with significant questions raised by the scope of the event.
Emergency sheltersare dependent not only on adequate space but al so on many other
logistical concerns including health and safety, the ability to serve special needs
populations, and the availability of trained volunteersto staff thesefacilities. Inthe
case of HurricaneKatrina, the sizeand scope of thisdisaster wastruly unprecedented
in comparison to other large events; as such, the disaster strained the traditional
shelter system.’®

As noted above, emergency shelters funded under Section 403 authority are
intended to be temporary housing solutions. The decision by the Administration to
accelerate the closing of the emergency shelters and move disaster victims to more
suitable housing situations by October 15, 2005, about six weeks after the hurricane,
meant that many familiesandindividuals had to quickly find housing aternatives.*’
At itspeak, the post-Katrinamass shelter network provided shelter for over 273,000
evacuees.’® Although charting such an ambitious goal did speed up the emptying of

13 U.S. Congress, House Select Bipartisan Committee to Investigate the Preparation for and
Responseto Hurricane Katrina, A Failure Of Initiative, 109" Cong., 2™ sess. (Washington:
2005), p. 312.

14 |pid., p. 346.

> See U.S. Department of Homeland Security, Federal Emergency Management Agency
Memorandum, Disaster Specific Guidance #2, Nancy Ward, FEMA Area Recovery
Manager, September 9, 2005.

1 For additional information, see CRS Report RL33761, Rebuilding Housing After
Hurricane Katrina: Lessons Learned and Unresolved Issues, by N. Eric Weiss.

7 “Most Katrina shelters cleared but housing problems remain,” USA Today, October 15,
2005, at [ http://www.usatoday.com/news/nation/2005-10-15-katrinashelters x.htm]. While
the October 15 deadline was not met in all cases dueto alack of availability of hotel/motel
rooms or ongoing efforts at family reunification and other considerations, it was generally
observed.

8 Eric Lipton, “Number Overstated for Storm Evacuees in Hotels,” New York Times,
(continued...)
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the shelters, it a so meant that alternative forms of housing were needed prior to the
registration of evacuees with FEMA, and before any individuals and/or families
could be presented with other options for their long term housing goals.

Cruise Ships

The use of cruise ships as emergency shelters had reportedly been considered
by FEMA officialsasearly as 1989 (following adisaster inthe U.S. Virgin Islands).
However, this form of shelter had never actually been employed.® For island
disasters, and in coastal areas in particular, cruise ships were considered to be a
strategically valuable form of shelter that could be brought rapidly to remote
locations. Despite arguments for their use, however, no such contracts had
previously been let prior to Katrina.

The Katrina Experience. Given the challenges posed by Katrina, FEMA
chose to use the cruise ship alternative and asked the Navy to charter these ships.®
The ships' most useful capabilitieswere to house both victims and relief workersin
private rooms in close proximity to the disaster area, and to have on-site feeding
facilities. The ships offered the possibility that some of the victims of the disaster
could be a part of the rebuilding process by giving them accessto the areawhere the
work was being conducted. For a catastrophic disaster, this is a serious concern,
particularly when a large work force is arriving in an area that has had a mass
evacuation coupled with the destruction of rental units. Although housing shared by
victimsand workers arguably has benefits, some disadvantageswereidentified. For
example, at aHouse Financial Services hearing on Katrina housing, one Member of
Congress noted that the large FEMA contingent of workersin the areaactually used
a significant part of the remaining resources (both hotels and other housing) and
suggested that FEMA staff were, in fact, in competition with local disaster victims
wishing to return to the area®

During their usethe shipshoused over 8,000 peopleand served over two million
meals to Katrina victims and workers helping in the recovery.?? While meeting
emergency needs, critics questioned the cost of housing victims on the ships. Some
doubted the efficacy of the plan, thelocation of some ships, the cost and length of the
contract, and the process used to arrive at the agreement. As one story noted: “The

18 (...continued)
October 19, 2005, p. Al.

1% Phone interview with Lawrence Zensinger, former FEMA Recovery Division Director,
January 22, 2007.

2 U.S. Department of Homeland Security Inspector General — Chartered Cruise
Ships, Audit Report N2006-0015, February, 2006,
[ http://www.dhs.gov/xoig/assetgkavorsght/OIlG_NAV _N06-0015.pdf.].

2 Testimony of Representative Charles Melancon, in U.S. Congress, House Committee on
Financial Services, Federal Housing Response to Hurricane Katrina, hearing, 110" Cong.
1% sess., February 6, 2007.

22 U.S. Department of Homeland Security, Federal Emergency Management Agency —
Cruise Ships Leaving New Orleans March 1-February 24, 2006.
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six month contract — staunchly defended by Carnival but castigated by politicians
from both parties— has come to exemplify the cost of haste that followed Katrina' s
strike and FEMA’s lack of preparation.”?

Whilethe cruise ships attracted considerable media attention, one step taken in
this process may warrant further consideration. The care of childreninthissituation
isof interest, particularly sinceit served as aharbinger of what would becomeavery
significant issue with regard to FEMA’ s management of its large mobile home and
trailer parks. On one of the Carnival ships, the Holiday, the organization Save The
Children (best known for itswork overseas) joined with Carnival and other corporate
giversto set up achild-care center. Assummarized by the organization: “Savethe
Children worked with alocal licensed child-care provider to turn the Holiday ship’s
‘DocHoliday Lounge’ into achild-carecenter that served about 70 children each day.
Child care services were difficult to find as families sought to recover.”* The same
perceived needs would surface as areas of contention at FEMA’s emergency trailer
parks that were established on the Gulf Coast when FEMA child care services or
other amenities were eligible expenses for the management of the trailer parks.”
Similar concernshavelong been apart of temporary housing operations, but the scale
of the post-Katrina disaster environment brought greater scrutiny to the issues of
supportive services for large temporary housing sites.

Traditional Hotels and Motels

Thelocal chapters of the ANRC routinely provide brief hotel or motel staysas
aform of emergency housing around the nation on adaily basisfor disaster victims,
including the victims of fires or other local emergencies. Theloca ANRC chapters
arefrequently reimbursed by FEMA for thiswork in presidentially declared disasters
of a much smaller scale than Katrina. This form of assistance is referred to in
regulations as “reasonable, short-term housing expenses.”?*® However, because the
practiceof providing transient accommodations involvesworking with much smaller
numbers of victims, the length of stay is usually brief, and the task of finding more
suitable accommodations not as daunting as the Katrina experience.

The Katrina Experience. Hotelsand motelswere used around the country
both by self-evacuated families and individuals and by disaster evacuees who were
moved out of shelters and into these establishments by the ANRC and FEMA.
Hotels and motelsin the disaster area were also used to house relief workers.

% Jonathan Weisman, “$236 Million Cruise Ship Deal Criticized,” Washington Post, Sept,
28, 2005, p. 1.

# Carnival Corporation, Sanofi-Aventis, Scholastic Book Clubs Helped Lead the
Way in Hurricane Katrina Recovery Efforts, at
[http://www.savethechildren.org/corporate/partners/carnival-
corporation.html?print=t].

% Paul Singer, “Camp FEMA”, National Journal, vol.38, March 11, 2006, pp. 21-26.
% 44 CF.R., § 206.117 (b).
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Much of the work of placing victims in these facilities was managed by a
contractor, Corporate L odging Consultants (CLC), that worked originally for the Red
Cross and then FEMA. CLC engaged the hotels and motels to track occupancy and
managed the payments to the participating facilities.?’

Many residentsin harm’ sway had “ self-evacuated” to hotelsand motelsoutside
of the immediate area as the storm approached. However, the mgjority in these
establishments were families and individua s who moved from mass sheltersto the
hotels and motels to meet the October 15, 2005 deadline. This resulted in an
extraordinarily high combined population in these commercial facilities. The peak
wasreached inlate October of 2005 when 85,000 househol dswere housed acrossthe
country in hotels and motelsin 48 states.®

Due to the unique circumstances created by Hurricane Katrina, atraditionally
short-term solution for small emergencies became a national program of
unprecedented size. This greatly expanded program provided some privacy for
families that had been spent a significant period of time in mass shelters. The
hotel/motel option gave displaced victims a chance to be in aroom with their own
private space and adiscrete address. However, the deadline for the movement out of
sheltersleft little or no time for establishing protocols for lodging costs or exploring
alternative housing.

Traditional Apartment Rentals by States

No evidence or dataexist of a previous use of state contracting for apartments
for disaster victims under Section 403. The states traditionally are engaged in
Section 403 work through the debris removal program, congregate sheltering, and
some other distinct missions such as search and rescue work or the provision of
temporary school facilities?® The FEMA housing mission is, in part, carried out in
cooperation with the states. But that cooperation generally entails state assistance
only inlocating temporary housing sites and in the administration of the Other Needs
Assistance (ONA) program. ONA fundsareused for furniture and clothing and other
related needs, a use that works in tandem with the Section 408 housing program
(discussed below).

The Katrina Experience. Followingtheevacuation of Katrinavictims(both
self-evacuated and those transported by FEM A) to many states, some of those states:
rented apartments for the evacuees, provided other necessary support such as
furnishings, food, transportation, and limited medical assistance; and made the rent
payments that were subsequently reimbursed by FEMA under Section 403. There
were, at the peak of this operation, approximately 67,000 apartment leases in 32

27 Dana Hedgpeth and Ben White, “Hurricane Evacuees Boost Hotels Profits,”
Washington Post, October 7, 2005, p. D1.

28 FEMA Extends Hotel Program for LA, MISS. Evacuees,
[ http://www.foxnews.com/story/0,2933,185839,00.html].

# 42 U.S.C. 85170b.
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states. Whilethe original instructions by FEMA offered to reimburse leases of up to
12 months, states were encouraged to engage in shorter leases if possible.*

Stateswere solicited by FEMA to accept evacuees. They wereasked to provide
information to FEMA on the number of evacueesthey could accommodate, the date
they could begin receiving them, and the location of the receiving point. The
potential hosting states were promised full reimbursement of their disaster related
costs, with the general instruction to treat the Hurricane Katrina evacuees as they
would disaster victims within their own state borders.®

The Transition to Section 408

Due to the damage to permanent housing stock (both private homes and rental
properties) by Hurricane Katrina, the transition from shorter-term Section 403
sheltering/housing to traditional, longer-term Section 408 temporary housing
assistance was a difficult one. Normally, FEMA works with a relatively small
population, which traditionally makesthis* crosswalk” easier; however, that was not
the case for thisevent. FEMA had to contact all recipients of 403 assistancein order
to establish their éigibility for longer- term aid under Section 408. That contact also
had to include an explanation of the processaswell as available housing options, the
location of some housing resources, and the time-tablesinvolved. Disaster victims
also had to be assured that the next form of housing assistance was available for
those deemed eligible. Accordingly, checks for rental assistance, or a unit of
manufactured housing, had to be available before the applicants were moved from
their current residences.

Eligibility for Section 408 assistance is based on several conditions, including
afinding by FEMA that:

e theapplicant’s primary residenceisunlivable;

o the applicant is experiencing financia hardship and;

o there are other related difficulties in the aftermath of a declared
disaster event.*

Eligibility determinationsareroutinely madein most disaster situationsby staff
at FEMA’s National Process Service Centers (NPSCs). At the NPSCs, staff take
registrations (both telephonically and on-line) working in concert with FEMA’son-
site staff based at the Joint Field Offices (JFOs) in or near the affected area, and with
FEMA'’s contracted housing inspectors.

% U.S. Department of Homeland Security, Federal Emergency Management Agency,
Hurricane Katrina Fact Sheet, Frequently Asked Questions. Section 403 Sheltering,
September 29, 2005, p. 6.

3 Interview with former FEM A Recovery Division Director Daniel Craig, Washington, DC,
January 22, 2007.

%2 44 CFR §206.101 (f).



CRS9

A major challenge to this traditional approach rested in the sheer number of
victims involved in the Katrina disaster; thousands of evacuees were placed in
hotel/motel roomsin 48 states aswell asin state-rented apartmentsin 32 states. The
widedispersal of victimscompounded thetransition process. Thisoutreach mission
was especially difficult to accomplish within shifting deadlines established by the
Department of Homeland Security (DHS)/FEMA. Due to the extent of the
devastation in the affected area, housing inspections could not always be conducted
within the usual time frames; such inspections are generally critical to eligibility
decisions. In addition, FEMA had to cobble together a series of outreach teamsto
spread out among the diaspora of disaster victims. These teams consisted of
personnel from the Corporate Lodging Consultant (CLC) contractors, FEMA
Community Relations staff, and available staff from the respective FEMA regiona
offices. The resources of these groups were aready greatly taxed by their own
disaster assignments.

DHS/FEMA had been contacted as early as September 6, 2005, by the Refugee
Council USA with aproposed planto reach out (through the Refugee Council’ slocal
affiliate network) and provide case management services to the displaced residents
from the Gulf Coast.*®* The Council had developed the plan in conjunction with the
White House Homeland Security Council and the Office of Faith-Based Initiatives
and itstraditional partnersin refugee assistance at the Department of State and the
Department of Health and Human Services. Subsequent discussionsraised questions
about the authority of FEMA to carry out such a program as well as the potential
cost. The plan was not adopted.®

Two competing imperatives faced FEMA: provide safe housing for disaster
victims and remain responsible stewards of federal funds. The goal of transferring
applicants from hotels, motels, and state-leased apartments to apartments paid with
Section 408 rental assi stance and manufactured housingwasintended to addressboth
goals, but some maintain that effortsto achieve both endsresultedin adisruptive and
complicated process.® It was within this environment of shifting deadlines and
lingering questions of applicant eligibility that reports of waste, fraud, and abuse
within the program surfaced.®* The situation led to litigation that continues to
embroil FEMA, applicants, and public interest groups.

¥ Karen Walsh, The Hurricane Katrina Disaster: RCUSA Contributions to the Relocation
of Displaced Americans, DRAFT, September 6, 2005, available from the author.

% However, the Post-Katrina Act, effective October 6, 2006, includes a provision that
provides the President the authority to “provide case management services, including
financial assistance, to state or local government agencies or qualified organizations to
provide such services...”. SeeP.L. 109-295, 120 Stat. 1453.

% Juliet Eilperin, “FEMA Extends Housing Deadline,” Washington Post, November 23,
2005, p. A8.

% Testimony of Gregory D. Kutz, Managing Director, Forensic Audits and Specia
Investigations in U.S. Congress, Senate Committee on Homeland Security and
Governmental Affairs, Hurricane Katrina: Waste, Fraud and Abuse Wor sen the Disaster,
GA0-06-403T ,hearing, 109" Cong., 2™ sess., February 13, 2006.



CRS-10

Asof theend of 2006, approximately 40,000 househol ds had been moved from
403 to 408 funding — either through CLC payments to landlords out of 408 funds
or from 408 payments made to applicants to continue apartment rentals.” FEMA’s
presumption for this situation is that those househol ds previously in 403 apartments
and qualified for, but not receiving, 408 paymentsrepresent people no longer in need
of FEMA assistance or those whose landlords did not make contact with CLC to
maintain the arrangement.*®

Stafford Act Section 408

Stafford Act Section 408 housing is administered through the Individual and
Households Program (IHP), which consists of temporary housing and Other Needs
Assistance (ONA). Thehousing portion is100% federally funded. The ONA part of
the IHP program (furnishings, uninsured medical costs, funeral expenses, etc.) is
cost-shared with the state, on amandatory 75%/25% basis.** The 408 amounts spent
for rental/repair/replacement assistance and ONA are deducted from an overall IHP
cap for each household, currently $28,800 (thisamount isadjusted annually based on
the Consumer Price Index). Direct housing assistance — that is, aid associated with
mobile homesand travel trailers, isnot deducted from that amount dueto difficulties
in precisely calculating the amount of assistanceinvolved. Inaddition to the Section
408 temporary housing assistance, other federal housing resources were also made
available by other federal agencies.

Traditional Section 408 Rental, Repair,
and Replacement Assistance

Assistance under Section 408 includesrental assistance to disaster victimswho
have found suitable rental property. It also includes repair assistance to make a
dwelling habitable, and grants to contribute toward replacement housing for an
applicant whose home has been destroyed by a disaster event.*

The Katrina Experience. Oneof the greatest challengesin the post-Katrina
environment wasthe dearth of availablerental property inthe damaged area. Aswith
private homes, many rental units also sustained major damage or were destroyed. In
recognition of thedifficultiesinherent in this problem, Congress enacted aprovision
in the post-K atrina Reform Act that would “provide for the repair and improvement

37U.S. Department of Homeland Security, Federal Emergency Management Agency, “ Fact
Sheet for CRS Inquiry” — November 27, 2006.

% 1bid.

%44 C.F.R. § 206.131(d)(2). Unlike other Stafford Act programs, the ONA cost-share
cannot be waived by the President. However, Public Law 110-28 did waive the ONA cost-
share provisions for all Gulf Coast states for the 2005 hurricane season.

“ 42 U.S.C. §5174, Sec. 408 (c)
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of multi-family rental propertiesin disaster areastoincreasetherental stock available
to disaster victims in the immediate area.”

Another Section 408 issue that emerged was FEM A’ sdefinition of Fair Market
Rent (FMR).”? FEMA uses the FMR set by HUD for a metropolitan area, which
includes the cost of utilities. FEMA, however, pursuant to the Stafford Act, has
determined that the amount of financial assistance available is based on “the fair
market rent for the accommodation provided plus the cost of any transportation,
utility hook-ups, or unitinstallation not provided directly by the President.”* FEMA
has traditionally interpreted the utility language to mean that hook-ups are the only
utility costs eligible for assistance. As aresult of this difference, which was also
noted in ongoing litigation, Congress amended the Stafford Act to qualify utility
costs as dligible expenses.*

Existing federa policy, notably the Stafford Act and its administration by
FEMA, bases federal aid on the assumption that a household in need of temporary
housing assistancewill not have permanently |ost employment or its principal means
of support, let alone be displaced to another state. FEMA aso presumes, based on
typical program performance, that the Section 408 assistance provided will be
relatively short in duration, generally much lessthan the 18 months of eligible help.*
Certainly, many disastersarefar morelocalized within statesand communities. With
alocalized event, the difference in employment is the commuting distance from a
temporary housing location rather than the retention of the job itself.

Thechallengeof continuing employment isonefundamental differencebetween
most disaster declarations and an event such as Hurricane Katrina. This unique
circumstance of sudden joblessness on a large scale underlines the difficulties in
applying the Section 408 authority to catastrophic major disasters of this breadth,
magnitude, and duration. In essence, Hurricane Katrina exceeded all previous
experience and also the perceived reach of statutory authority.

An additional consideration in the post-Katrina environment was the
demographic profile of affected residents. Asone report noted: “Hurricane Katrina
disproportionately impacted communities where the poor and minorities, mostly
African-Americans, resided. The three states where communities were damaged or

“P.L. 109-295, 120 Stat. 1454. In Congressional testimony, FEMA Administrator David
Paulison noted that FEM A had not exercised thisauthority sincethe Agency had determined
that thiswork should bedoneby HUD. Testimony of FEMA Administrator David Paulison,
House Committee on Appropriations, Subcommittee on Homeland Security, “Federal
Emergency Management Agency: |sthe agency on theright track?,” 110" Cong. 2™ Sess.
March 13, 2008.

242 U.S.C. 85174.
* |bid.
“P.L.109-295, 120 Stat. 1452.

“ Interview with Donna Dannels, Individual Assistance Branch Chief, FEMA, April 16,
2007.
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flooded by the hurricane rank among the poorest in the nation.”*® This meant more
renters were affected, and many victims had little means of support. These victims
were sent far from home taking few or no resources with them.

Traditional Housing Repair and Replacement

When Hurricane Katrina struck, the housing repair element of Section 408
assistance authorized up to $5,000 in repairs to primary residences so that victims
could make their homes habitable. *” These same homeowners may or may not have
received a Small Business Administration disaster loan for additional repairs. The
$5,000 cap had been in place for several years since the passage of the Disaster
Mitigation Act of 2000 (DMAZ2K- Public Law 106-390).

In addition to repair assistance, applicants whose homes have been destroyed
can qualify for up to $10,000 to be applied toward areplacement home. Thisbenefit
isparticularly availablefor mobile home ownerswithout adequateinsurancewho can
use these funds toward the purchase of another unit.

Traditional Manufactured Housing

FEMA traditionally uses mobile homes and travel trailersto meet the needs of
disaster victims when needs cannot be met through home repair or available rental
units. Mobile homes are larger and are generally used to house applicants who are
unable to obtain rental housing in the area. Additionally, they are intended to meet
longer-term disaster housing needs. Travel trailersaresmaller unitsthat are usually
parked adjacent to the home so that the individual or family can continue repairs
while the home itself cannot be occupied and not have to pay for the space to park
thetrailer. Theunitsarealso placed on existing commercial lotsand in parkscreated
by FEMA for that purpose. The travel trailers “have been used principally for
shorter-term housing needs” fo