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EXECUTIVE SUMMARY

The Office of Inspector General conducted an audit of the fiscal year 1997 procedures and
practices for soliciting, reviewing, and selecting applications for financial assistance under the
National Oceanic and Atmospheric Administration’s National Marine Fisheries Service's
(NMFS) Cooperative Science and Education Program, classified as No. 11.455 in the Catalog of
Federal Assistance. The audit was conducted as part of a Department-wide review of
Commerce’ s discretionary financial assistance program initiated at the request of the Chairman
of the Senate Committee on Commerce, Science, and Transportation.

Discretionary financial assistance programs are those programs for which federal agencies have
the authority to independently determine the recipients and funding levels of the awards. These
programs involve a significant portion of the Commerce Department’ s budget and operations,
approximately $1 billion annually. If not properly administered, they are susceptible to fraud,
waste, and misuse of funds.

Through the Cooperative Science and Education Program, NMFS provides financial assistance to
ingtitutions of higher learning and education; public and private research organizations affiliated
with institutions of higher learning; and national and international organizations and programs
dedicated to marine and estuarine research, education, and outreach. Assistanceis provided for
cooperative science and education on marine and habitat issues that confront local, regional, and
national resources managers, and to develop innovative approaches and methods for marine and
estuarine science. Infiscal year 1997, the program awarded 15 new cooperative agreements, 18
continuation amendments to existing cooperative agreements, and 2 grants, totaling $3.7 million.
All 35 awards were made noncompetitively in response to unsolicited proposals. The original 18
cooperative agreements for which the continuation amendments were awarded were also made
noncompetitively in response to unsolicited proposals.

We examined NMFS's criteria, procedures and practices for the solicitation, review, and
selection of the Cooperative Science and Education Program awards and found that they did not
comply with departmental and NOAA requirements and were not adequate to guide agency
officials in making merit-based discretionary funding decisions. We found that the program was
not administered as a competition-based financial assistance program, as encouraged by federal
laws and regulations and mandated by Commerce policies and procedures. In addition, we
examined the written justifications prepared for the 35 noncompetitive awards made in fiscal
year 1997 and found them to be inadequate. Specifically, we found that NMFS:

° Did not comply with the Department’ s requirement that merit-based evaluation criteria
against which program applications for financial assistance could be reviewed, be
developed and published. (See page7.)

° Did not comply with the Department’ s requirement that a notice be placed in the Federal
Register, at least annually, announcing the availability of funds and soliciting award
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applications, and specifying the criteria and the process to be used in reviewing and
selecting applications for funding. (See page 7.)

° Did not comply with the Department’ s requirements that (1) all financial assistance
awards be made on the basis of a competitive review process, unless a special waiver is
obtained, and (2) the competitive review process meet minimum standards established by
the Department. (Seepage 7.)

As aresult of these deficiencies, NMFS cannot provide reasonable assurance that noncompetitive
awards made under the program are merit-based and represent the most effective means of
achieving program objectives.

Lacking competitive award procedures, there is a greater potential for NMFS to make
guestionable or even inappropriate noncompetitive program awards in instances where
competition from other sourcesis available. NMFS risks forgoing the receipt of research
proposals from a broad range of eligible applicants and thus may lose opportunities to increase
the effectiveness of the Cooperative Science and Education Program.

We also found that NOAA grants office did not provide adequate oversight of NMFS's
administration of the program. (See page 13.)

In its response to the draft report, NOAA stated that the agency agrees that more awards should
be granted competitively for al discretionary funding programs and that a rigorous solicitation
process should be used. NOAA also stated that the agency is continuing to look at its current
processes and will provide more specific comments and details as part of the audit action plan
submitted in response to the final report (see Appendix I11).

We recommend that the Assistant Administrator for Fisheries ensure that financial assistance
awards under the Cooperative Science and Education Program are made through a competitive
merit-based process, unless otherwise mandated by law or adequately justified, and that the
award process complies with Department policies and procedures and includes the following four
elements:

Q) Widespread solicitation of eligible applications and disclosure of essential
application and program information in written solicitations;

2 Independent application reviews that consistently apply written program
evaluation criterig;

3 Written justifications for award decisions that deviate from recommendations
made by application reviewers; and

(4)  Adequate written justifications for noncompetitive awards which document
appropriate market search efforts to validate the determination that there is only
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one source for the anticipated award. The market search should include, at a
minimum, a preaward notice in the Federal Register stating that the agency
expects to make a noncompetitive award and inviting other qualified partiesto
inquire.

We also recommend that the Chief Financial Officer/Chief Administrative Officer, asthe
Director of the Office of Finance and Administration, which includes the Grants Management
Division, require that grants officer reviews of proposed noncompetitive awards include
procedures designed to objectively determine compliance with Department and NOAA
competitive requirements.

Our recommendations appear on pages 13 and 14.
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INTRODUCTION

The National Oceanic and Atmosphere Administration’s (NOAA) mission is to describe and
predict changesin the Earth’ s environment and to conserve and manage wisely the nation’s
coastal resources. The National Marine Fisheries Service's (NMFS) mission isto provide
stewardship of living marine resources for the benefit of the nation through science-based
conservation and management and promotion of the health of the marine environment. NOAA,
through NMFS, administers the Cooperative Science and Education Program, classified as No.
11.455 in the Catalog of Federal Domestic Assistance. The program’s objective isto provide
grants and cooperative agreements to furnish biological, socio-economic, and physical science
research on fishery stocks and protected resources that will contribute to their optimal
management, and to develop innovative approaches and methods for marine and estuarine
science.

The Cooperative Science and Education Program does not have legislation authorizing a
financial assistance program and does not receive specific annual appropriations or funding
allotments. Program awards have aways been made noncompetitively in response to unsolicited
proposals. Thefiscal year 1997 awards, totaling $3,736,104, were funded with appropriations
provided to NMFS for its various fishery programs and under the authorities of the Fish and
Wildlife Coordination Act, Fish and Wildlife Act, and Magnuson Fishery Conservation and
Management Act.

The Fish and Wildlife Coordination Act, as amended, authorizes the Secretary of Commerce to
provide assistance to federa, state, and public and private agencies and organizationsin the
development, protection, rearing, and stocking of species of wildlife, resources thereof, and their
habitat, and in controlling losses to the same from disease or other causes. The Fish and Wildlife
Act of 1956, as amended, authorizes the Secretary to perform research services on fish matters,
and to provide assistance for informational services, economic and technological development,
resource conservation, and resource management. The Magnuson Fishery and Conservation Act
authorizes the Secretary to initiate and maintain a comprehensive program of fishery research
designed to acquire knowledge and information on fishery conservation and management and on
the economics of fisheries.

NMFS, through three of its four regional science centers, made 35 awards under the Cooperative
Science and Education Program in fiscal year 1997. All 35 awards were made noncompetitively
to organizations that had submitted unsolicited proposals. Unsolicited proposals are applications
for financial assistance that are not submitted in response to aformal solicitation notice
published in the Federal Register. Three of the proposals were submitted in response to specific
requests from NMFS. The projects and the organizations to be funded had been identified by
NMFS beforehand.

The awards consisted of 15 cooperative agreements, 18 continuation amendments to existing
cooperative agreements, and 2 continuation amendments to existing grants. The awards were
made to six universities. The original awards for which continuation amendments were used
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were aso made noncompetitively in response to unsolicited proposals. NMFS chose the
cooperative agreement as its award mechanism for 15 of the new awards because program
officials planned to be substantially involved in the projects. For the remaining cooperative
agreements, NMFS chose a continuation amendment to an existing agreement or grant because
the projects had been funded in the previous year.

Since there is no specific legislation authorizing the Cooperative Science and Education
Program, nor any specific appropriations for the program, each NMFS regional science center
that participates in the program allocates funds to the program in a different way. The Northeast
Science Center attempts to maintain a consistent funding level for the program from year to year.
The Southeast Science Center each year identifies projects that it would like performed under the
program and establishes afunding level for the projects. The Northwest Science Center does not
set afunding level for the program; project managers identify projects for funding under the
program within individual research project budgets.

Discretionary assistance programs are those for which federal agency officials have the authority
to decide (1) which eligible applicants will receive awards, and (2) how much financial
assistance that will be awarded. Competition is generally recognized as the most effective means
of ensuring that financial assistance awards are made on the basis of merit. One of the primary
purposes of the Federal Grant and Cooperative Agreement Act (31 U.S.C. 86301) isto encourage
competition in the award of federal financial assistance to the maximum extent practicable.

The Office of Management and Budget (OMB) has issued guidelines on administering
competition-based financial assistance programs for use by federal agencies. An interagency
study group, convened in 1979 by OMB to examine competition in financial assistance
programs, determined that financial assistance award processes, to ensure effective competition,
should include three basic elements. These elements, which were discussed in OMB’ s June 1980
report, Managing Federal Assistance in the 1980's, are still applicable, and include:

° Widespread solicitation of eligible applicants and disclosure of essential application and
program information in written solicitations;

° Independent application reviews that consistently apply written program evaluation
criteria; and
° Written justifications for award decisions that deviate from recommendations made by

application reviewers.

Also, OMB hasissued the following circulars which set forth the policies and procedures to be
followed in administering federal financia assistance programs:

° OMB Circular A-89, Federal Domestic Program Information, implements The Federal
Program Information Act (P.L. 95-220) requiring agenciesto systematically and
periodically collect and distribute current information to the public on federal domestic
assistance programs, which is accomplished through the semiannual publication of the
Catalog of Federal Domestic Assistance.

2
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° OMB Circulars A-102, Grants and Cooper ative Agreements with State and Local
Governments, requires agencies to provide the public with advance notice in the Federal
Register, or by other appropriate means, of their intended funding priorities for
discretionary assistance programs unless such priorities are established by federal statute.
Under A-102, when time permits, an agency must provide the public with an opportunity
to comment on funding priorities. Finally, A-102 requires all grant awards over $25,000
to be review for consistency with agency priorities by apolicy level official.

° OMB Circular A-110, Uniform Administrative Requirements for Grants and Agreements
with Institutions of Higher Education, Hospitals, and Other Non-Profit Organizations,
requires agencies to provide the public with advance notice of their intended funding
priorities for discretionary assistance programs unless such priorities are established by
federal statute.

° OMB Circular A-123, Management Accountability and Control, implements the Federal
Managers Financial Integrity Act (P.L. 97-255) requiring agencies to establish
management controls for federal programs and operations, including financial assistance
programs, that provide reasonable assurance that activities are effectively and efficiently
managed to achieve agency goals.

Commerce hasrelied on OMB’s guidelines and circulars in developing and issuing policies and
procedures for its discretionary funding programs. Department Administrative Order (DAO)
203-26, Department of Commerce Grants Administration, requires that (1) all Commerce
financial assistance awards be made on the basis of competitive reviews unless a specia waiver
is obtained, (2) competitive review processes meet minimum standards outlined in the DAO, and
(3) al Commerce agencies publish, at least annually, a notice in the Federal Register announcing
the availability of funding, soliciting award applications, and specifying the criteria and the
process to be used in reviewing and selecting applications for funding. 1n addition,
agency-initiated noncompetitive or unsolicited awards should be adequately justified in writing
as part of an internal control system defined in OMB Circular A-123 and required by DAO 203-
26, Section 4.021i.

The chart presented on the following page depicts the basic process and controls for the
solicitation, review, and selection of financial assistance awards as set forthin DAO 203-26. The
processes we reviewed during our audit are color coded for this chart and the NOAA/NMFS
process chart located in Appendix I.
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PURPOSE AND SCOPE

This audit was conducted as part of a comprehensive review of the Department of Commerce's
discretionary funding programs initiated at the request of the Chairman of the Senate Commerce,
Science, and Transportation Committee. The Chairman requested that the Inspectors General of
the Departments of Commerce and Transportation and the National Science Foundation review
the discretionary funding programs of their respective agencies to assess the manner in which
discretionary funding decisions are made. More specifically, the Chairman requested that each
|G review and report on the criteria developed, either statutorily or administratively, to guide
agency officials in making discretionary spending decisions, and on the extent to which the
criteria are appropriately applied.

We are conducting our Department-wide review in two phases. a survey phase and an individual
program audit phase. During the survey phase, we identified and examined the body of laws,
regulations, and other guidance applicable to the administration of federal financial assistance
programs. We also examined the authorizing legislation, provided by Department officials, for
each Commerce financial assistance program and classified each program as either a“full
discretion” program or a*“limited discretion” program, based on the extent to which the
legislation limits the agency’ s authority to independently determine the recipients and funding
levels of the awards made under the program. Finally, we examined the fiscal year 1997
appropriations legidation to identify legidatively mandated awards and reviewed accompanying
conference and committee reports to identify projects recommended for funding. No
legislatively mandated awards were found.

During the second phase of our review, we are conducting individual audits of the award
solicitation, review, and selection processes of each program we have classified as a“full
discretion” program, including the Cooperative Science and Education Program. We are
evaluating the adequacy of each program’s established award procedures and criteriafor
evaluating individual applications. For those programs with procedures deemed to be adequate,
we are ascertaining whether they were followed in making awards in fiscal year 1997. For those
programs with procedures considered to be inadequate or lacking, we are reviewing how the
fiscal year 1997 award decisions were made. Finally, we are examining the legidatively
mandated projects identified for each program and determining their significance and impact on
fiscal year 1997 award decisions. We plan to issue individual reports, with any appropriate
recommendations, on each program, followed by a capping report summarizing the results of the
individual audits and providing recommendations for the Department and/or its bureaus.

On July 21, 1998, the Acting Inspector General and the Chief Financial Officer and Assistant
Secretary for Administration testified before the Senate Commerce, Science, and Transportation
Committee on the Department’ s discretionary funding programs. The Acting 1G reported on the
survey phase of the OIG review, and discussed some of the preliminary observations from the
individual program audits.
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This performance audit focused on funding decisions made during fiscal year 1997 under the
Cooperative Science and Education Program. Specifically, we:

° Reviewed the program authorization and other information published in the CFDA and
provided by NOAA's Office of Legidative Affairsto identify criteriafor funding
decisions.

° Reviewed policies and procedures for soliciting, reviewing and selecting recipients for
funding (see Appendix | for flowchart of process). We aso reviewed NOAA’s Grants
and Cooperative Agreements Manual asit applied to the solicitation, review, and
selection process and assessed whether it was adequate and in accordance with DAO 203-
26, Department of Commerce Grants Administration, and Office of Federal Assistance
Financial Assistance Notice No. 17, Department of Commerce Guidelines for the
Preparation of Federal Register Notices Announcing the Availability of Financial
Assistance Funds -- Requests for Applications.

° Compared NOAA/NMFS's procedures with its practices to determine if the process
contained adequate internal controls to provide for competitive, merit-based awards.

° Examined pertinent documentsin individual program award files to determine if
departmental and NOAA policies and procedures were followed.

° Interviewed NOAA/NMFS program office officials concerning NOAA/NMFS's
solicitation, review, and selection procedures.

° Examined fiscal year 1997 appropriations legislation to identify legislatively mandated
projects and the accompanying committee and conference reports to identify projects
recommended for funding under this program.

We did not rely on computer-based data supplied by NOAA and OEAM as abasis for our audit
findings and recommendations. We therefore conducted neither tests of the reliability of the
data, nor of the controls over the computer-based system that produced the data.

We performed the audit fieldwork at the NMFS Northwest Science Center during May and June
1998. We conducted the audit in accordance with generally accepted government auditing
standards, and under the authority of the Inspector General Act of 1978, as amended, and
Department Organization Order 10-13, dated May 22, 1980, as amended.
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FINDINGSAND RECOMMENDATIONS

We found that NMFS's criteria, procedures and practices for the solicitation, review, and
selection of the Cooperative Science and Education Program awards did not comply with
departmental and NOAA requirements and were not adequate to guide agency officialsin
making merit-based discretionary funding decisions. NMFS does not administer the program as
a competition-based financial assistance program. NMFS has not devel oped and published
merit-based evaluation criteria against which applications for funding could be reviewed, does
not annually announce the program in the Federal Register, and makes all awards under this
program noncompetitively in response to unsolicited proposals.

In addition, we reviewed the noncompetitive justifications for the 35 awards made in fiscal year
1997 and found them to be inadequate because NMFS did not provide sufficient support for the
unique applicant capabilities cited, did not correctly demonstrate that the awards were
legidatively mandated, and/or did not demonstrate that cited legislative authorities limited
awards to specific recipients. NMFS's practices do not comply with the Department’s and
NOAA'’ s requirements to seek maximum program competition. We also found that reviews
performed by the NOAA grants office of the proposed awards did not question NMFS's lack of
competitive award procedures or the validity of the noncompetitive award justifications. Asa
result, NOAA/NMFS cannot provide reasonable assurance that noncompetitive awards made
under the program are merit-based and represent the most effective means of achieving program
objectives.

l. Cooper ative Science and Education Program Is Not Administered
Asa Competition-Based Financial Assistance Program

NMFS's Cooperative Science and Education Program is not administered as a competition-based
financial assistance program, as encouraged by federal laws and regul ations and mandated by
Department of Commerce policies and procedures. All of the awards made under the program
were made noncompetitively in response to unsolicited proposals. We examined the written
justifications prepared for the 35 noncompetitive awards made in fiscal year 1997 and found
them to be inadequate. Specifically, we found that NMFS:

° Did not comply with the Department’ s requirement that merit-based evaluation criteria
against which program applications for financial assistance could be reviewed, be
developed and published.

° Did not comply with the Department’ s requirement that a notice be placed in the Federal
Register, at least annually, announcing the availability of funds and soliciting award
applications, and specifying the criteria and the process to be used in reviewing and
selecting applications for funding.

° Did not comply with the Department’ s requirements that (1) all financial assistance
awards be made on the basis of a competitive review process, unless a special waiver is
obtained, and (2) the competitive review process meet minimum standards established by
the Department.
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As aresult of these deficiencies, NMFS cannot provide reasonabl e assurance that noncompetitive
awards made under the program are merit-based and represent the most effective means of
achieving program objectives.

A. NMFSdid not develop and publish
merit-based evaluation criteria

The NOAA Grants and Cooperative Agreements Policy Manual, Chapter 1, Section A 4.,
requires that applications for financial assistance be reviewed by a panel of independent
reviewers in accordance with published criteria. The manual states that the criteria used for
evaluating applications must be published as part of the request for applications and prohibits
scoring against unpublished criteria. However, NMFS did not develop and publish merit-based
evaluation criteria against which competing program applications could be reviewed.

In particular, the agency did not place a notice in the Federal Register announcing the
availability of funding, soliciting competing applications for funding, and specifying the criteria
and the process to be used in reviewing and selecting applications for funding under the
Cooperative Science and Education Program for fiscal year 1997. Also, the NMFS Cooperative
Science and Education Program summary, published in the Catalog of Federal Domestic
Assistance, does not cite program-specific evaluation criteria. The summary simply states that
proposals will be initially evaluated by the appropriate NMFS Science and Research Center, and
are subject to review for technical merit, soundness of design, competency of the applicant to
perform the proposed work, potential contribution of the project to national or regional research
and education goals, and appropriateness and reasonabl eness of proposed costs. In order to be
adequate to facilitate a merit-based eval uation process, criteria used to evaluate applications for
federal financial assistance must not be general in nature, but as specific as possible with weights
assigned to each criterion.

B. Solicitation and review process did not comply
with competitive requirements

Department Administrative Order 203-26, Section 4.02.b., requires Department bureaus to
publish an annual notice in the Federal Register for each financial assistance program
announcing the availability of funding, soliciting applications for funding, and specifying the
criteriaand the process to be used in reviewing and selecting applications for funding. Section
4.02.f. also encourage the bureaus to publish notices in other widely distributed publications,
such as the Commer ce Business Daily, to ensure widespread notice of funding opportunities.
Bureaus can also prepare and send requests for proposals directly to organizations known or
believed to be qualified. Also, NOAA'’s Grants and Cooper ative Agreements Policy Manual,
Chapter 1, Section A.4., statesthat it isNOAA’s policy to seek maximum competition for its
discretionary grants and cooperative agreements. To accomplish this, the manual states that
when appropriate, program offices should publish requests for applicationsin the Federal
Register or otherwise solicit applications from all eligible organizations.

8
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In addition, Department Administrative Order 203-26, Section 4.02.a., requires the establishment
of selection criteriafor usein evaluating applications submitted for new awards. Section 4.02.h.
reguires awards be made on the basis of competitive review, and Section 4.02.h.1.(e) requires the
use of the selection criteriain evaluating individual applications. Unless a program receives a
waiver of competitive review requirements, awards under the program are generally required to
be made on the basis of competitive review.

However, despite the Department and NOAA policies, NMFS did not announce the Cooperative
Science and Education Program in the Federal Register or Commerce Business Daily, and did
not establish merit-based criteriafor evaluating proposals. By not announcing the program and
establishing award selection criteria as required, NMFS did not comply with Department as well
asits own policies and missed an important opportunity to seek potential program competition.
In addition, NMFS may have encouraged the use of noncompetitive awards by not developing
selection criteriafor use in making awards for program needs when the anticipated awards
cannot be properly exempted from competitive review requirements.

Although NMFS did not announce the Cooperative Science and Education Program in the
Federal Register, it still could have placed preaward notices in the Federal Register announcing
its intent to fund specific program projects and requesting proposals or inviting inquires from
interested organizations. However, NMFS did not publish individual preaward noticesin the
Federal Register for any of the 35 awards NMFS funded on the basis of noncompetitive
justifications. In our opinion, the publishing of preaward notices would have provided (1) the
public with an opportunity to comment on the proposed projects, (2) other qualified recipients an
opportunity to submit proposals for funding, and (3) NMFS officials with independent support
for determining whether arecipient is uniquely qualified to perform proposed projects.

The 35 fiscal year 1997 awards made under the Cooperative Science and Education Program
were made at the request of the NMFS Northeast, Southeast, and Northwest Science Centers.
Each science center used a different selection and review process as described below.

Northeast Science Center

The Northeast Science Center provides funding to three universities: Rutgers University

(4 awards. $677,000), the University of Massachusetts (3 awards: $192,317), and the University
of Rhode Idand (12 awards: $1,010,809). According to NMFS, the funding of awards was
limited from the outset to proposals from these three universities because NMFS maintains
cooperative agreements with each of these universities under the Cooperative Science and
Education Program. However, the cooperative agreements do not obligate NMFS to provide
funding to the universities nor do they restrict NMFS from providing funding to other potential
recipients.

The Northeast Science Center does not use aformal documented selection process in making
Cooperative Science and Education Program awards. Each year alist of research projectsis
generated based on input from NMFS staff. Thelist isdistributed and acall for pre-proposalsis

9
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made to the faculty of the three universities. A general market survey is not conducted, nor isa
general request for proposals or list of priorities published.

The participating universities are encouraged to work with NMFS staff in developing their
projects. The pre-proposals go through an agency peer review. Those that survive the peer
review are forwarded to a Coordinating Committee. There are three different coordinating
committees, each composed of NMFS personnel and representatives of the respective university.
Each committee, along with agency scientists, and sometimes scientists outside the agency with
appropriate expertise, evaluate how well the proposals meet NMFS and university priorities.
After the projects are chosen, full proposals are requested. Each coordinating committee
evaluates the full proposals and selects the ones to be funded. If there are more proposals
provided than can be funded, the coordinating committee performs an informal undocumented
ranking process. Decisions are reached through discussion.

Southeast Science Center

The Southeast Science Center provides funding to one university, North Carolina State
University. Thisuniversity represents the Cooperative Institutes for Fisheries and Oceanography
(CIFO), acodlition of universitiesin the North Carolina State University system and Duke
University. A North Carolina State University faculty member acts as CIFO’ s coordinator,
performs CIFO’ s administrative duties, and provides some input in directing the grant funds.
The funding of the award is limited from the outset to the North Carolina State University
proposal asthe CIFO representative. NOAA maintains a memorandum of understanding with
the University of North Carolina, whose campuses include North Carolina State University, and
Duke University concerning the establishment of CIFO. However, the memorandum of
understanding does not obligate NMFS to provide funding to CIFO universities nor does it
restrict NMFS from providing funding to other potential recipients.

The Southeast Science Center does not use aformal documented selection process in making the
Cooperative Science and Education Program award. Each year the award goes to North Carolina
State University as the CIFO representative. Infiscal year 1997 NMFS awarded CIFO two
amendments for $461,893. The two amendments were made during the same year because, as
the year progressed, more funds became available for known needs.

After the basic grant is awarded by NMFS, CIFO performs an internal project selection process.
CIFO receives unsolicited proposals and, in some instances, specifically requests that proposals
be submitted; however, no general request for proposals or list of prioritiesis published. The
proposals received are reviewed for technical merit, and if they also meet CIFO’ s objectives, as
outlined in the memorandum of understanding with NOAA, the proposals are sent out to
nonparticipating university experts for peer review. NMFS also participatesin this process.
Through e-mails, telephones calls, and other informal communication, NMFS expresses its goals
for the funds. CIFO chooses the final projects to be funded using input from peer review,

NMFS, and CIFO directly. CIFO then distributes the funds to various universities who, in turn,
distribute the funds to individuals to perform certain projects. This entire processisinformal and

10
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undocumented. CIFO does not have written guidelines for the proposal selection process, nor
does North Carolina State University.

Northwest Science Center

The Northwest Science Center provides funding to two universities: the Oregon State University
(6 awards: $349,536) and the University of Washington (8 awards: $1,044,549). NMFS
maintains a memorandum of understanding with each university under the Cooperative Science
and Education Program. However, the memorandums of understanding do not obligate NMFS to
provide funding to the universities or restrict NMFS from providing funding to other potential
recipients.

The Northwest Science Center does not have a documented solicitation, review, and selection
process for Cooperative Science and Education Program awards. Proposals areinitiated asa
result of interaction between science center program managers and university faculty. Proposed
projects can beinitiated by either the science center staff or university faculty. If fundingis
available and a project meets the needs of the science center, NMFS requests that aformal
project proposal be submitted. The proposals are reviewed individually to determine if they

(1) meet the genera goals of NOAA/NMFS and (2) comply with administrative requirements.

C. Noncompetitive awards under the program
lacked adequate justification

In fiscal year 1997, NOAA/NMFS made 15 cooperative agreements, 18 continuation
amendments to existing cooperative agreements, and 2 continuation amendments to existing
grants under the Cooperative Science and Education program, totaling $3,736,104. These
awards were made to six universities. A list of awardsis provided as Appendix Il. The awards
were made noncompetitively to organizations that had submitted unsolicited proposals for NMFS
funding consideration. We concluded that NMFS had no basis for not competing any of the 35
awards.

We examined the written justifications for all 35 noncompetitive awards and noted that NMFS
justified all the awards on the basis that each proposed recipient possessed unique capabilities
that made it either the best or the only organization qualified to do the work. In our opinion, all
of the awards made under the Cooperative Science and Education program had inadequate
justifications because NMFS either did not provide sufficient support for the unique capabilities
cited or did not correctly demonstrate that the awards were legislatively mandated. In particular,
none of the noncompetitive justifications cited general market surveys performed to determine if
other institutions were interested or capable of doing the work.

Unsolicited proposals are applications for financial assistance that are not submitted in response

to aformal solicitation notice published in the Federal Register. Because unsolicited proposals
are ameans by which unique or innovative ideas can be made avail able to accomplish specific
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projects, scientific organizations like NOAA and NMFS encourage their submission. DAO 203-
26, Section 4.02.i, alows the receipt of unsolicited proposals, but states that no unsolicited
proposal may be funded outside the competitive process if that proposal falls within the program
goals of acompetitive program. In addition, the receipt of atechnically acceptable unsolicited
proposal does not, in itself, justify a noncompetitive award. DAO 203-26, Section 4.02.i., also
states that the decision to fund an unsolicited proposal must be fully justified and included in the
officia grant file.

While NMFS wrote noncompetitive justifications for the 35 awards, the justifications do not cite
any factual basis for the assertions that the applicants possessed unique capabilities. Since
NMFS also did not comply with the Department’ s requirement that a notice be published in the
Federal Register soliciting applications for fiscal year 1997 awards under the Cooperative
Science and Education Program, it lacked support for its assertions that the organizations that
submitted unsolicited proposals were the only ones that could perform the work. Instead, the
justifications contain statements by program office officials that are based on knowledge
accumulated through their past working relationships with recipients. Without documented
support, a belief that an organization possesses unique qualifications does not justify making a
noncompetitive award because there may be other qualified applicants unknown to program
officials. Such abelief should still be tested through a competitive review process that includes
widespread solicitation of eligible applicants, through announcement in the Federal Register and
other means.

We believe that the justification for a noncompetitive award should include a documented market
search to verify or confirm that there is only one source. The market search should include, at a
minimum, a preaward notice in the Federal Register stating that the agency expects to make a
noncompetitive award and inviting other interested and qualified partiesto inquire. Such a
practice would be similar to the requirementsin the Federal Acquisition Regulation (FAR) for
contracting (see 48 FAR, Part 6.302). In addition, the review process for a noncompetitive
award should ensure that the proposal meets the program goals. NMFS did not publish
individual preaward notices for the awards.

NMFS made one award (No. NA77FE0493) in the amount of $328,105 to the University of
Rhode Island on the basis of language contained in the fiscal year 1997 Senate appropriations
conference report. However, the award was not specifically contained in the fiscal year 1997
Appropriations Act and was, therefore, not legidatively mandated.

. NOAA Reviews of Proposed Awards Are Not Effective

Reviews performed by the NOAA grants office of the 35 proposed awards did not question
NMFS slack of competitive award procedures or the validity of the noncompetitive award
justifications. The science centers provided information to NMFS regional offices who prepared
and forwarded, as required, the justifications and related documents for the proposed
noncompetitive awards to the grants office for review and approval. However, the grants office’s
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review of the proposed awards did not ensure the program office’ s compliance with applicable
Department and NOAA competitive requirements.

DAO 203-26, Section 4.01., requires that each organization unit establish a central liaison to
ensure that its programs comply with federal, departmental, and organization grant requirements
and to review grant documents for compliance. The NOAA Office of Finance and
Administration, which includes the Grants Management Division, fulfills this responsibility for
NOAA.

The grant files do not indicate whether the Grants Management Division questioned why the
NMFS program office did not prepare and submit the required annual Federal Register program
announcement. The files also do not show whether the grants office determined if the
noncompetitive justifications were factually based, or if the program office had made any attempt
to identify other qualified sources before submitting the noncompetitive awards. Grants
Management Division personnel stated that they relied on and accepted as valid the technical
descriptions of perceived unigque capabilities presented in the program office’ s award
justifications. They further stated that while they reviewed the justifications to determine if they
addressed one or more of the acceptable reasons for a noncompetitive award, they did not verify
the information because the office has no authority over the offices submitting the justifications,
they can not make field trips to verify information, and scientists involved would not consider
them qualified to make the type of scientific determinations included in the noncompetitive
justifications. Therefore, we believe the reviews were not effective in ensuring the science
centers compliance with Department and NOAA competitive policies.

[1. Conclusions

We concluded that NMFS s fiscal year 1997 award process under the Cooperative Science and
Education Program was not adequate to guide agency officials in making merit-based
discretionary funding decisions because NMFS did not develop and publish merit-based
evaluation criteria and the noncompetitive award of 35 financial assistance cooperative
agreements and grants did not comply with Department and NOAA policies of seeking
maximum competition. Also, NMFS' s written justifications for the awards did not cite any
factual basisfor its claims that the 35 applicants had unique capabilities and did not correctly
demonstrate that the awards were legid atively mandated by citing legislative authorities that
limited the awards to specific recipients. Despite these facts, the NOAA grants office did not
guestion the awards. By not following competitive procedures, NOAA/NMFS could make
guestionable or even inappropriate noncompetitive program awards in instances where
competition isavailable. In addition, by not seeking competition, NMFS misses the opportunity
to consider proposals containing the ideas, technology, or services that other qualified
organizations can produce and thus lose an opportunity to increase program quality.

NOAA Response

In its response to the draft report, NOAA stated that the agency agrees that more awards should
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be granted competitively for al discretionary funding programs and that a rigorous solicitation
process should be used. NOAA also stated that the agency is continuing to look at its current
processes and will provide more specific comments and details as part of the audit action plan
submitted in response to the final report.

OIG Comments

NOAA'’s concurrence that more awards should be competitively awarded is a positive reaction to
thisreport. We look forward to the Cooperative Science and Education Program moving in that
direction. We have modified our recommendations in response to discussions with NOAA
officias regarding the draft report to clarify that we did not intend to suggest that all awards
must be made competitively. We understand that an unsolicited research proposal may very well
be justified for noncompetitive funding on an exception basis. However, we are emphasizing
that an entire program should not be administered on a noncompetitive basis, asthisoneis,
unless mandated by law.

V. Recommendations

We recommend that the Assistant Administrator for Fisheries ensure that financial assistance
awards under the Cooperative Science and Education Program are made through a competitive
merit-based process, unless otherwise mandated by law or adequately justified, and that the
award process complies with Department policies and procedures and includes the following four
elements:

Q) Widespread solicitation of eligible applications and disclosure of essential
application and program information in written solicitations;

2 Independent applications reviews that consistently apply written program
evaluation criterig;

3 Written justifications for award decisions that deviate from recommendations
made by application reviewers; and

(4)  Adequate written justifications for noncompetitive awards which document
appropriate market search efforts to validate the determination that there is only
one source for the anticipated award. The market search should include, at a
minimum, a preaward notice in the Federal Register stating that the agency
expects to make a noncompetitive award and inviting other qualified parties to
inquire.

We also recommend that the Chief Financial Officer/Chief Administrative Officer, asthe
Director of the Office of Finance and Administration, which includes the Grants Management
Division, require that grants officer reviews of proposed noncompetitive awards include
procedures designed to objectively determine compliance with Department and NOAA
competitive requirements.
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NOAA/NMFS Procedures for Review and Selection of Awards

Application submitted in response to
legislative language or direct request
from NOAA/NMFS

Program
Office determines if should
be funded and if funds are
available

Application
rejected

Complete a Financial Assistance
Information Sheet:

-- Bureau

-- Applicant

-- Award period

-- Proposed amount
-- CFDA no.

-- Scope of work

-- Statutory authority

Complete a Review Checklist

Competitive, sole source or
congressionally mandated
Project analysis

Conflict of interesrt

Special award conditions
Reporting requirements

Grant or cooperative agreement?

Pagelof 1

Complete Sole Source Justification

Submitted by Director/Chief of the
office or his designee

Requests waiver to minimum
competitive review process and
gives justification

.

Send to NOAA Grants
Management Office for
review and approval

Send to Department for
review and approval

Solicitation Process I

Review Process I

Selection Process I




U.S. Department of Commerce

Audit Report STL-10951-9-0001

Office of Inspector General March 1999
APPENDIX I
Page 1l of 3
COOPERATIVE SCIENCE AND EDUCATION PROGRAM
Awards and Amendments for Fiscal Year 1997
Number Type Recipient Type of Work Amount
Northeast Science Center
NA77FE0519 | New Cooperative Rutgers University Atlantic Bluefish $ 442,000
Agreement Stock Research
NA77FEO0520 | New Cooperative Rutgers University Living Marine Habitat 102,000
Agreement Research
NA77FEO561 | New Cooperative Rutgers University Essential Fish Habitat 73,000
Agreement Research
NA67FE410 Amendment to Rutgers University Recreational Anglers 60,000
Cooperative Agreement Study
NA77FEQ0497 | New Cooperative University of Massachusetts | Cooperative Marine 57,766
Agreement Education
NA77FE0498 | New Cooperative University of Massachusetts | Atlantic Salmon 25,129
Agreement Research
NAG67FE0420 | Amendment to University of Massachusetts | North Atlantic 109,422
Cooperative Agreement Fisheries
NA77FE0493 | New Cooperative University of Rhode Island | Narragansett Bay 328,105
Agreement Joint Study
NA77FEO0130 | New Cooperative University of Rhode Island | Lobster Habitat in 98,002
Agreement Narragansett Bay
NA77FE0496 | New Cooperative University of Rhode Island | Atlantic Bluefin 72,503
Agreement TunaMarket
NA77FEQ0495 | New Cooperative University of Rhodelsland | Salmon Temperature 34,895
Agreement Monitoring
NA77FE0494 | New Cooperative University of Rhodelsland | Cod and Haddock 30,702
Agreement Early Life Stages
NA47FEQ0457 | Amendment to University of Rhode Island | Zooplankton on 150,000
Cooperative Agreement Georges Bank
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NAG67FEQ383 | Amendment to University of Rhode Idland | Right Whale $ 122,564
Cooperative Agreement Computer Database
NAG67FEQ425 | Amendment to University of Rhode Island | Economic Status of 74,806
Cooperative Agreement NE Fishing Vessels
NAG67FEQ385 | Amendment to University of Rhodelsland | Maturity in Female 30,762
Cooperative Agreement Flounder and Cod
NAS7FEQ574 | Amendment to University of Rhodelsland | Georges Bank 24,403
Cooperative Agreement Essential Fish Habitat
NAS7FEQ542 | Amendment to University of Rhodeldland | Remote Sensing 23,301
Cooperative Agreement Laboratory
NAG67FEQ384 | Amendment to University of Rhode Island | Acoustic Tracking for 20,766
Cooperative Agreement Harbor Porpoises
Southeast Science Center
NAS6FEQ0551 | Amendment to Grant North Carolina State Recruitment 350,909
University Population Study
NAS6FEQ0551 | Amendment to Grant North Carolina State Recruitment 110,984
University Population Study
Northwest Science Center
NA77FEQ168 | New Cooperative Oregon State University Ocean Ecology of 93,700
Agreement North Pacific
NA77FEQ490 | New Cooperative Oregon State University Rockfish Food 27,607
Agreement Habitats
NA77FEQ489 | New Cooperative Oregon State University Age and Growth of 22,773
Agreement Sablefish
NAG67FEQ325 | Amendment to Oregon State University Biology of West 93,033
Cooperative Agreement Coast Salmon
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NAG67FEQ0328 | Amendment to Oregon State University Zooplankton Survey $ 74,885
Cooperative Agreement Data
NAG67FEQ324 | Amendment to Oregon State University West Coast Fisheries 37,538
Cooperative Agreement Data Program
NA77FEQ0267 | New Cooperative University of Washington Cooperative 394,204
Agreement Education
NA77FEQ535 | New Cooperative University of Washington Cooperative 25,685
Agreement Education
NAG67FEQ0392 | Amendment to University of Washington Pacific Salmon 175,000
Cooperative Agreement Conservation
NAS7FEQ548 | Amendment to University of Washington Salmon and Steelhead 144,150
Cooperative Agreement in Snake River Basin
NAG67FEQ394 | Amendment to University of Washington Juvenile Salmon and 99,666
Cooperative Agreement Steelhead
NAG67FEQ393 | Amendment to University of Washington Electromagnetic 83,695
Cooperative Agreement Reading Tagged Fish
NAG67FEQ396 | Amendment to University of Washington Fish Bacteria Study 75,952
Cooperative Agreement
NAG67FEQ395 | Amendment to University of Washington Bycatch in Deepwater 46,197
Cooperative Agreement Trawl Fishery
Total $3,736,104
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UNITED STATES DEPARTMENT OF COMMERCE
National Oceanic and Atmaspheric Administration
CHIEF FINANCIAL OFFICER/CHIEF ADMINISTRATIVE OFFICER
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MEMORANDUM FOR: Johnnie Frazier
Acting Inspector.

FROM: Paul F. Roberts WJ(

SUBJECT : Office of Inspector General Draft Reports -
NOAA's Discreticnary Funding Programs

Thank you for the opportunity to review and comment on the
dratt audits reports prepared by the Office of the Inspector
General relating to NOAA's discretionary funding programs.

NOAA agrees that more awards should be granted competitively
for all discretionary funding programs and that a rigorous
solicitation process should be used. NOAA is committed to
ensuring an awards program that is consistent with
Department of Commerce policies and responsive to our
research needs. We will continue to look at our current
processes and I will provide more specific comments and
details as part of the audit action plans submitted in
response to the final reports.

SO

g,

s
7 e
3 a%
o M

et

" o
@ Printed on Recycled Paper i oF



