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We reviewed FEMA's Assistance Card (debit card) program to determine why overdrafts were 
occurring. Overdrafts are instances where cardholders receive more funds than FEMA authorized. 
Our objectives were to determine: 1) how many debit cards have been overdrawn and for how much; 
2) why overdrafts occurred; 3) who is responsible for resolving the overdrafts; and 4) what FEMA 
has done to correct the problem. 

To achieve our objectives, we interviewed officials from the Financial Management Service (FMS), 
U.S. Department of the Treasury; FEMA Headquarters; the Disaster Finance Center (DFC); Virginia 
National Processing Service Center (VA-NPSC); and JP Morgan Chase (JPMC). We also reviewed a 
sample of 45 overdrafts and pertinent guidance. We performed other procedures as necessary to 
achieve our objectives. The nature and brevity of this inquiry precluded the use of normal audit 
protocols. Therefore, it was not conducted according to generally accepted auditing standards. Had 
we followed such standards, other matters may have come to our attention. We are also forwarding a 
copy of this management advisory to the Homeland Security Working Group with the President's 
Council on Integrity and Efficiency that is coordinating efforts of the Inspectors' General on 
activities relating to Hurricane Katrina. 

Background 

Between September 9 and 10,2005, FEMA issued at least 10,954 debit cards, totaling over $21.9 
million, to Hurricane Katrina evacuees located at three shelters in Dallas, Houston, and San 



Antonio.' The cards were to be provided to those who had registered with FEMA for assistance but 
did not have electronic funds access to an existing bank account, had no existing bank account, or no 
accessible mailing address. Each card was initially "loaded" with $2,000. The cards were provided 
through the U.S. Debit Card Program provided by JPMC, acting as Financial Agent to FMS, and 
could be used at any automated teller machine (ATM) or to make purchases at most stores that 
accepted debit cards with the Mastercard logo.2 When first issued, cardholders had immediate 
access to $2,000 of Expedited Assistance (EA) and were given information on where and how to use 
the card by FEMA. However, they were not always required to sign for the cards nor provided 
information on how the funds should be used or warned of the consequences of misusing those 
funds. FEMA records show that for the 45 cardholders we sampled, a majority had not signed for 
their cards and, of the 28 provided letters informing them of what EA should be used for, all were 
sent the letters erroneously. 

EA is an accelerated method of disbursing disaster assistance for housing or other essential needs. It 
is not normally implemented under the FEMA Individuals and Households Program (MP) and only 
authorized when the magnitude of an eventldisaster demands it. Hurricane Katrina evacuees should 
only have received EA if: 1) they had registered with FEMA for assistance; 2) their registration was 
only for the primary residence; 3) they were displaced due to the disaster; and 4) they were in need 
of shelter. 

Many cards were not limited to $2,000. FEMA added money to some of the cards, after the initial 
$2,000 was loaded, to provide these cardholders with additional assistance. The amount of money 
added and what it could be used for varied. For example, in addition to the $2,000 of EA, 
cardholders whose primary residence was in one of the most severely impacted areas in Louisiana or 
Mississippi also received $2,358 in advanced rental assistance to help them with their transitional 
housing needs. The most that should be added to a card, though, was $24,200 since the maximum 
amount of financial assistance provided to an individual or household under FEMA's MP was 
$26,200. None of the cards we reviewed exceeded this amount. The potential exists, though, for 
some cardholders to have received more than the maximum. This could have occurred in situations 
where a cardholder had an overdraft, received the maximum amount from FEMA, and FMSIJPMC 
recovered the overdraft from the merchant. 

Thirty of the 45 cards we reviewed had, on average, over $6,300 added to them based on FEMA's 
determination that the cardholders were eligible for additional assistance. A JPMC official told us 
that, as of July 3,2006, FEMA has continued to add money to the cards on a daily basis. As of June 
27,2006, at least seven cards had amounts available over $20,000. 

1 Although FEMA officials told us that they believe a total of 10,954 cards had been issued, GAO recently reported that 
JPMC claimed that it had distributed 10,989 cards (GAO-06-844T). DHS OIG had previously reported that 11,374 cards 
were distributed (OIG-06-32). Information that we were provided as of June 27,2006, by FMSIJPMC via the VA-NPSC, 
indicated that over 12,500 cards, including replacements, had been issued. 

2 According to FMSIJPMC officials, in order to be consistent with the American Red Cross, FMSIJPMC and FEMA 
agreed to block certain Merchant Category Codes (MCC) and not allow purchases/point-of-sale (POS) transactions based 
on the following industries: 5921-package stores, beer, wine, and liquor; 5993-cigar stores and stands; 7273-dating and 
escort services; 7297-massage parlors; 7995-betting, off-track betting and wagers at race; 921 1-court costs, including 
alimony and child support; 9222-fines; and 9223-bail and bonds payments. 










