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EXECUTIVE SUMMARY

The Office of Inspector General has conducted an audit of the fiscal year 1995 through 1997
criteria, procedures and practices for soliciting, reviewing, and selecting applications for financial
assistance under the National Institute of Standards and Technology’ s State Technology Extension
Program (STEP), classified as No. 11.613 in the Catalog of Federal Domestic Assistance. The
audit was conducted as part of a Department-wide review of Commerce's discretionary financial
assistance programs, 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 awards. These
programs involve a significant portion of the Commerce Department’ s budget and operations,
approximately $1 billion annually.

The STEP program provides financial assistance, through cooperative agreements, to state
governments or non-profit organizations to help states develop manufacturing ass stance programs
aimed at small- and medium-sized manufacturers, and to help bring those state programsto alevel
of performance where they can provide the full range of manufacturing extension services required
by manufacturers. NIST administers the STEP program through its Manufacturing Extension
Program (MEP) office.

Our audit began as an examination of NIST’ s criteria, procedures, and practices for the
solicitation, review, and selection of STEP awardsin fiscal year 1997. Infisca year 1997, NIST
made two STEP awards of $100,000 each, for atotal of $200,000 in federal funding. NIST did
not make any STEP awards after 1997 and does not anticipate any future STEP competitions.
NIST intended STEP program funding to assist states with the planning necessary to compete for
an MEP center award. NIST considers the nationwide network of MEP centers to be complete.
Consequently, there are no plans for future MEP center competitions and no need for additional
STEP awards.

NIST had issued on open-ended solicitation for STEP applicationsin May 1995. After finding
minor deficiencies in the solicitation, review, and selection processes for the fiscal year 1997
awards, we expanded the scope of our audit to include all STEP funding awarded under the May
1995 solicitation. NIST did not award STEP funding in fiscal year 1995, but did make six STEP
awards, totaling about $552,000, in fiscal year 1996. NIST cites the May 1995 solicitation notice
asthe basis for funding its 1996 and 1997 STEP awards.

Our audit disclosed that NIST:

[ Developed and published appropriate evaluation criteriafor the fiscal year 1995 through
1997 STEP competition, as required by DAO 203-26, Section 4.02b. (See page 6.)
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[ Did not comply with the Department’ s requirement that a notice be placed in the Federal
Register, a least annually, announcing the availability of funds, and specifying the criteria
and process to be used in selecting award recipients, as required by DAO 203-26, Section
4.02b. (Seepage8.)

° Did not properly screen proposals for compliance with published funding and award
period requirements, as required by Section 5.3 of NIST’ s Source Selection Plan for the
STEP competition. (See page 10.)

e Could enhance the independence and objectivity of any future STEP competitions by
requiring proposal reviewers from outside the program area in accordance with DAO 203-
26, Section 4.02h1(c). (Seepage 11.)

We recommend that the MEP Director ensure that:

[ Any future STEP competitions comply with the Department’ s requirement for annual
Federal Register notices.

o NIST properly screens proposals on any future STEP competitions and disqualify
awards to prevent awards in excess of published funding and award period limits.

[ NIST enhance the independence and objectivity of any future STEP competitions by
requiring proposal reviewers to be from outside the program area.

Our recommendations appear on page 12.

In its response to the draft report, NIST agreed with the findings and recommendations. NIST will
publish annual Federal Register notices for any future STEP award competitions, ensure that its
review process prevents any future STEP awards from exceeding published award limits, and
include non-MEP personnel on review panels for any future STEP competitions. In its response,
NIST also provided additional information to explain the noted deficiencies. NIST’ sresponseis
included in its entirety as Appendix Il.
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INTRODUCTION

The Nationa Institute of Standards and Technology’s (NIST) primary mission is to promote U.S.
economic growth by working with industry to develop and apply technology, measurements, and
standards. To accomplish a portion of its mission, NIST administers the State Technology
Extension Program (STEP), described in the Catalog of Federal Domestic Assistance (CFDA)
asNo. 11.613. The STEP program provides financial assistance, through cooperative agreements,
to state governments or non-profit organizations to help states develop manufacturing assistance
programs aimed at small- and medium-sized manufacturers, and to help bring those state programs
to alevel of performance where they can provide the full range of manufacturing extension
services required by manufacturers. STEP is a cost sharing program, under which recipients are
required to provide at least 50 percent of the total project costs. NIST administers the STEP
program through its Manufacturing Extension Program (MEP) office.

The National Institute of Standards and Technology Act directs the Secretary of Commerce,
through the NIST Director, to “... provide technical assistance to State technology programs
throughout the United States, in order to help those programs help businesses, particularly small-
and medium-sized businesses, to enhance their competitiveness through the application of science
and technology.” (15 U.S.C., Sec. 278/) The Act specifies that such assistance may be in the form
of cooperative agreements.

NIST issued an open-ended solicitation notice for STEP applicationsin May 1995, but did not
award any STEP funding in fiscal year 1995. However, NIST did make six awards, totaling about
$552,000, during fiscal year 1996. Also, infiscal year 1997, NIST made two STEP awards of
$100,000 each, for atotal of $200,000 in federal funding. NIST did not make any STEP awards
after 1997 and does not anticipate any future STEP competitions. NIST intended STEP program
funding to assist states with the planning necessary to compete for an MEP center award. Since
NIST considers the nationwide network of MEP centers to be complete, there are no plans for
future MEP center competitions; hence, no need for additional STEP awards.

Discretionary financia 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 will be
awarded. The use of competitive selection procedures is generally agreed to be the most effective
method of ensuring that financia 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 et seq)
is to encourage competition in the award of federal financial assistance to the maximum extent
practicable in order to fairly and objectively identify and fund, based on merit, the best possible
projects proposed by applicants, and thereby more effectively achieve program objectives.

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

Written justifications for award decisions that deviate from recommendations made by
application reviewers.

Also, OMB hasissued the following circulars which set forth policies and procedures for
administering federal financial assistance programs.

OMB Circular A-89, Federal Domestic Program Information, implements the Federal
Program Information Act (P.L. 95-220) requiring agencies to 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.

OMB Circular A-102, Grants and Cooperative 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 reviewed for consistency with agency priorities by apolicy level official.

OMB Circular A-110, Uniform Administrative Requirements for Grants and Cooperative
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 agenciesto 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.
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Commerce has relied on these 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, requiresthat (1) all Commerce financia
assistance awards be made on the basis of competitive reviews unless a special waiver is
obtained, (2) competitive review processes meet minimum standards outlined in the DAO, and (3)
all Commerce agencies publish, at least annually, anotice in the Federal Register announcing the
availability of funding, soliciting award applications, and specifying the criteria and process to be
used in reviewing and selecting applications for funding.

The following chart depicts the basic process and controls for the solicitation, review, and

selection of financial assistance awards as set forth in DAO 203-26. The processes we reviewed
during our audit are color coded for this chart and the NIST process chart located in Appendix I.

Department of Commerce Financial Assistance Awards Process
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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 Committee on
Commerce, Science, and Transportation. The Chairman requested that the Inspectors Genera 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 1G
review and report on the criteria developed, either statutorily or administratively, to guide agency
officialsin making discretionary spending decisions, and on the extent to which the criteriaare

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 legidation for each Commerce financial assistance
program and classified each as either a“full discretion” program or a“limited discretion”
program, based on the extent to which the legidation limits the agency’ s authority to independently
determine the recipients and funding levels of the awards made under the program. Finaly, we
examined fiscal year 1997 appropriations legidation to identify any legidatively mandated
projects. None 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 NIST STEP program. We are evaluating the adequacy of each
program’ s established award criteria and procedures for 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 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 will issue
individua 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 Financia Officer and Assistant
Secretary for Administration testified before the Senate Committee on Commerce, Science, and
Trangportation concerning the Department’ s discretionary funding programs. The Acting 1G
reported on the status of the survey phase of the OIG’ s review, and discussed some preliminary
observations from the individual program audits.



U.S. Department of Commerce Report No. DEN-10961-9-0001
Office of Inspector General September 1999

This performance audit focused on all STEP awards processed by NIST during fiscal years
1995 through 1997. Specifically, we:

[ Reviewed the authorizing legislation to identify criteriafor funding decisions.

[ Reviewed Department and NIST policies and procedures for soliciting, reviewing, and
selecting recipients for awards (see Appendix | for aflowchart of the process). We
reviewed NIST’ s solicitation, review, and selection process for MEP awards, and
assessed whether it was 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.

o Compared NIST’ s compliance with prescribed procedures for the fiscal year 1995
through 1997 award actions to determine if the processes contained adequate internal
controls to provide for competitive, merit-based awards.

° Interviewed MEP program officials concerning NIST’ s solicitation, review, and
selection procedures for STEP awards.

We did not rely on computer-based data supplied by NIST and the Department’ s Office of
Executive Assistance Management (OEAM) as abasis for our audit findings and
recommendations. We therefore, did not conduct tests of the reliability of the data or the
controls over the computer-based systems that produced the data.

We conducted our audit fieldwork in August 1998 at NIST’ s Manufacturing Extension
Partnership Program Office and Grants Office, in Gaithersburg, Maryland. 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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FINDINGS AND RECOMMENDATIONS

We found that NIST established merit-based criteria and procedures for soliciting and reviewing
STEP candidates and selecting STEP awardees. However, we found deficienciesin NIST's
solicitation, review, and selection practices for fiscal year 1997 STEP awards. After discovering
the deficiencies in the 1997 process, we expanded the scope of our audit to include fiscal year
1995 and 1996 STEP award activities. We found that deficienciesin the STEP solicitation
practices existed in 1996 and 1997, while problems with the review and selection practices were
limited to the fiscal year 1997 STEP award process. Specifically, we found that NIST:

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

o Did not follow itsinternal proposal review criteriawhen it failed to disqualify STEP
applications that requested funding in excess of published funding limits.

[ Established a one year maximum award period for STEP awards, but did not adequately
examine proposed award periods to ensure compliance.

In addition, we believe that the independence of any future competitions could be enhanced by
requiring proposal reviewersto be from outside the program area.

L NIST Developed and Published
Appropriate Evaluation Criteria

NIST published a Notice of Availability of Funds, containing competitive criteriafor evaluating
STEP applications, in the Federal Register on May 5, 1995. The five evaluation criteriawere
weighted, as follows, to provide a maximum score of 100 points.

()  Market Research and Assessment (20 points). Applicants should specify a methodology
for defining the demographics and technical assistance needs of the smaller manufacturers
in their respective regions. The proposal should include a methodology to ensure that the
identified needs are met.

(2 Resource Identification and Assessment (20 points). Applicants should describe the
methodology for collecting information on existing industrial assistance activities that will
be part of the coordination effort. Factorsto consider include:

@ Methodology for identifying relevant assistance programs and other sources of
expertise outside the applicant’ s organi zation.

(b) Methodology for ng relevance and effectiveness of resources in identifying
industry needs.

-6-
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3 Coordination with Existing Resources (20 points). Applicants should include a plan for
interacting or coordinating with existing industrial assistance services. Factorsto consider
include:

(@)

(b)

Methodology and adequacy of plans for forming linkages and partnerships
necessary to plan for and provide a coordinated range of servicesto meet
customers’ needs.

Safeguards to ensure the planned activity does not duplicate existing services or
resources.

4 Management (25 points). Applicants should specify plans for proper organization,
staffing, and management. Factors to consider include:

(@)

(b)
(©)
(d)
(€)

Appropriateness and authority of the governing or managing organization to conduct
statewide or regional activities.

Quialifications and demonstrated leadership of the project manager and team.
Appropriateness of the organizationa approach.
Evidence of significant involvement and support by the state.

Degree of leadership and control of the proposed process by representatives from
the private sector and especially small manufacturers.

(5)  Financial Plan (15 points). Applicants should show the relevance and cost effectiveness
of the financial plan for meeting the objectives of the project; the firmness and level of the
applicant’ s total financial support for the project; and the plan to implement the program
after the cooperative agreement has expired. Factorsto consider include:

(@)
(b)

(©)
(d)

Cost effectiveness of the budget.

The strength of commitment of the proposer’s cost share, and the percentage of the
cost share that is cash.

Effectiveness of management plans for control of budget.

The portion of proposed cost share that isin-kind must be appropriate and directly
related to performing the statement of work.

NIST computed a score for each proposal, ranging from 0 to 100 points, based on the average of
the individual review panel members' scores. According to NIST’s Source Selection Plan, an

-7-
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average score of 70 or higher was considered to be passing. The review panel had the option to
recommend a passing proposal to the selecting official unconditionally for funding, or to
recommend a proposal with specific conditions that needed to be met before it was acceptable for
funding.

Based on our review, we concluded that the STEP criteriafor evaluating applicants were designed
to result in merit-based funding decisions.

1L NIST Did Not Publish Required Annual Federal Register Notices

We found that NIST’ s solicitation notice for the most recent STEP competition, as published in the
Federal Register on May 5, 1995, generally complied with Departmental requirements for content.
However, NIST failed to comply with Departmental directives that require publication of annual
Federal Register notices.

Department Administrative Order 203-26, Section 4.02(b), states, “ To inform the interested

public, each organization unit shall publish at least annually anotice in the Federal Register which
includes basic information for each discretionary (financial assistance) program.” In addition,
Department of Commerce Financial Assistance Notice No. 17, Section .01, states, “An annua
notice announcing the availability of federal funds for each Department of Commerce competitive
financial assistance program shall be published in the Federal Register.”

In failing to publish annual notices, NIST did not adequately inform interested parties of the
availability of STEP funding, thereby limiting the pool of qualified applicants. Although the May
1995 Federal Register notice stated that $3 million was available for STEP funding, NIST
received only eight applications, requesting approximately $750,000 in federal funding, during the
three fiscal years in which the notice was open. NIST awarded funding to all eight applicants.
The remaining $2.25 million was used for other purposes within the MEP program. Annual
notices would have expanded the public’s knowledge of the STEP program, possibly leading to
more applications.

NIST officialsindicated that they intended the May 1995 Federal Register notice to remain open
for successive fiscal years. However, the notice did not state this. In fact, the only indication that
the notice might be open-ended appears in the section titled Proposal Selection Process, which
states, “Proposal evaluation and selection will be performed from the date of publication of this
document until further notice.”

An MEP program officia told us that the Federal Register notice was reviewed and approved by
appropriate parties in the Department and nobody had objected to it being open-ended. While we
agree that the notice did not state a specific closing date, we found nothing to indicate that NIST
intended this notice to be the only solicitation for STEP awards in multiple years or that thiswas
ever communicated to Departmental officials who reviewed and approved the notice.
Furthermore, the Department requires annual notices to be published.

-8-
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The MEP program official stated that his office was not aware of the Department’ s requirement for
annual Federal Register notices until we brought it to their attention during this audit. We trust
that this review will make the MEP staff more attentive to compliance with Departmental criteria
related to financial assistance programs.

1. Review Procedures Promoted Merit-Based Decisions
But Review Practices Need Improvement

NIST’ s evaluation procedures for reviewing STEP applications complied with departmental
requirements and promoted merit-based decisions. DAO 203-26, Section 4.02h.1, established the
minimum requirements for competitive reviews of Department of Commerce discretionary
financial assistance applications. In addition to the DAO, NIST published proposal review
procedures for the STEP program in the solicitation notice and in NIST’ s internal Source
Selection Plan. We found that while NIST’ s proposal review procedures complied with the
minimum requirements of the DAQ, it’s proposal review practices need improvement.

NIST received six STEP applicationsin 1996 and two applicationsin 1997. We found that each
application was independently reviewed and scored by athree-member review panel, using the
evaluation criteria published in the solicitation notice. In accordance with NIST’ s Source
Selection Plan, the panel members’ individual scores were combined to compute an average score
for each application. All six 1996 applications and both 1997 applications received passing
scores — the Source Selection Plan established a minimum passing score of 70 points — and
were recommended for funding by the review panels.

While the STEP review procedures promoted merit-based decisions, we did find a deviation from
the written review procedures for applications received in fiscal year 1997. (NIST followed
review procedures for the six applicationsit received in 1996.) Specificaly, NIST did not follow
itsinternal review procedures by failing to disqualify applications that requested federal funding
in excess of the published limit. We aso found that NIST’ s Source Selection Plan did not include
procedures to evaluate proposed award periods for STEP funding, even though the published
solicitation notice stated that awards would have a performance period of one year. Findly, we
believe that NIST could enhance the independence and objectivity of any future STEP
competitions by including reviewers from outside NIST and the Department on review panels.

The STEP review process, as defined in the May 5, 1995 Federal Register notice, involved the
following two phases.

(1) Proposal Qualification. NIST reviews al proposals to assure compliance with proposal
content and other basic provisions of the solicitation notice. Proposals that satisfy the
requirements will be designated as qualified proposals. Proposalsthat NIST determinesto
be non-qualified are to be returned to the proposer for potentia resubmission after addressing
the deficiencies.
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(2) Proposal Review. A review panel, composed of at |east three reviewers, evaluates all
qualified proposals, in accordance with the criteria published in the Federal Register notice.
After scoring, the review panel determines which proposals to recommend for funding. NIST
IS to contact applicants whose proposals were not recommended for funding to provide
comments and feedback, based on the panel review. The applicant then has the option to
modify and resubmit its proposal. Since all proposals received were recommended for
funding, NIST made no such contacts.

A. Minor deficiencies were found
in proposal screening practices

We found two minor deficienciesin NIST’ s screening practices for STEP proposals. NIST failed
to adequately screen the two STEP proposals received in 1997 to ensure that they complied with:
(2) the published limitation on federal funding and (2) the program’s maximum performance period
of one year per award.

The May 5, 1995 Federal Register notice, under the heading, Funding Availability, stated,
“Proposals must request /ess than $100,000 in federal funds.” (Emphasis added.) In two other
sections related to cost share requirements, the notice stated, “... the federal share must be /ess than
$100,000.” (Emphasisadded.) NIST incorporated this funding limitation into its Source
Selection Plan for the STEP competition. The Plan lists four bases on which to disqualify a
proposal before it passesto areview panel, including, “ Proposals requesting $100,000.00 or
morein Federal funds.”

We found that both STEP proposal's submitted in fiscal year 1997 requested $100,000 in federal
funds. Rather than disqualifying the proposals, as the Source Selection Plan required, both
proposals were reviewed by NIST panels. We found no written justification for NIST’ sfailure to
disqualify the proposals. We discussed NIST’ sfailure to disqualify the two STEP proposals with
an official of the MEP program office. The official described the review panel’s actionsin not
disqualifying the excessive proposals as an administrative oversight.

NIST established alimit on federal funding for STEP awards, then proceeded to ignore the limit
for both proposals submitted in 1997. We acknowledge that the amount by which the proposals
exceeded the published funding limit is insignificant — each was only one dollar above the
ceiling. Our concern restsin NIST’ sfailure to comply with funding criteria published in the
solicitation notice and review procedures outlined in the Source Selection Plan. Technically,
NIST should have disgualified the two excessive applications and returned them to the applicants
for revision, asrequired by the solicitation notice. NIST could have avoided this situation by
stating that awards could be made for up to $100,000.

The May 5, 1995 Federal Register notice stated, under the heading, Award Period, “ The

cooperative agreements entered into under this program will have a performance period of one
year.” We found that one of the two 1997 STEP applications requested a two-year award period.

-10-



U.S. Department of Commerce Report No. DEN-10961-9-0001
Office of Inspector General September 1999

Although the application package clearly disclosed that the applicant was proposing a two-year
award period, we found no mention of the award period in the documentation of the review
panel’ s activities. The review panel chairman did not mention the excessive award period in his
funding recommendation memorandum to the selecting official. Thus, the selecting official may not
have known that the applicant had proposed a two-year award period when considering the review
pandl’ s recommendation.

We do not believe that NIST’ sfailure to ensure that all STEP awards are for one-year periods
impaired its ability to make merit-based selections. The published selection criteriawere
designed to assess an applicant’ s ability to fulfill the requirements of STEP recipients. We are
concerned, however, that NIST established a maximum period of performance for STEP awards,
then neglected to ensure that applicants complied with the limitation.

B. Outside reviewers could enhance
independence and objectivity

The May 1995 Federal Register notice stated that NIST would appoint an evaluation panel of at
least three reviewers to evaluate all qualified proposals. While NIST complied with the minimum
requirement that each proposal be reviewed by at |east three reviewers, we found that all STEP
review panel members for the 1995 through 1997 competition period were MEP program
personnel, some of who had responsibility for administration of the awards made to successful
applicants and, therefore, can not be considered independent reviewers. Although the term
“independent reviewers’ is not clearly defined in DAO-203-26, which governs grant
administration, the Department’ s Office of Executive Assistance Management has provided
guidance to another discretionary grant program that individuals associated with the management
and administration of a program can not be considered independent reviewers of project proposals
for that program. Consequently, we believe that the use of knowledgeable reviewers from outside
the program area would provide an independent perspective that would enhance the independence
and objectivity of any future STEP competitions.

IV.  Selecting Official Did Not Catch Minor Deficiencies

The fina phase in the STEP award process, as defined in the May 5, 1995 Federal Register
notice, is Award Determination. At the conclusion of the review phase, the Director of NIST, or a
designee, makes the final determination to provide funding, based on the review panel’s
recommendations. The respective review panels recommended funding all six proposals received
in fiscal year 1996 and both proposals received in 1997.

The STEP selecting officia did not catch the facts that both 1997 STEP applications requested
funding in excess of the published limit and that one proposed award period exceeded the one-
year maximum award period. Asaresult, the two STEP awardsissued in fiscal year 1997 were
processed in spite of the minor deficiencies.

-11-
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V. Recommendations
We recommend that the MEP Director ensure that:

1. Any future STEP competitions comply with the Department’ s requirement for
annual Federal Register notices.

2. NIST properly screens proposals on any future STEP competitions and
disqualify awards in excess of published funding and award period limits.

3. NIST enhances the independence and objectivity of any future STEP
competitions by requiring proposal reviewers to be from outside the program
area.

VI NIST Response

In its response to the draft report, NIST agreed with the findings and recommendations. NIST will
publish annual Federal Register notices for any future STEP award competitions, ensure that its
review process prevents any future STEP awards from exceeding published award limits, and
require that review panels consist of non-MEP personnel for any future STEP competitions. Inits
response, NIST also provided additional information to explain the noted deficiencies. NIST's
responseisincluded in its entirety as Appendix I1.
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NIST PROCEDURESFOR SOLICITATION, REVIEW,
AND SELECTION OF AWARDS

NIST publishes Solicitation Notice
-- In Federal Register
-- to organizations on mailing list

Proposal

o

Proposal assigned to
Subpanel for review

Subpanel members are MEP
program staff appointed by
Chair of SSEB

Subpanel
determines if proposal
satisfies basic qualification
criteria?

Subpanel evaluates proposal
using electronic scoring
database to record comments
and scores.

Evaluation Criteria:

-- ldentification of target firms in
the proposed region

-- Technology resources

-- Technology delivery
mechanisms

-- Management and financial
plan

Proposal not
evaluated and
returned to
applicant

Solicitation Process

Review Process

Each subpanel meets to
discuss proposal scoring,
issues, and questions

v

Based on discussions,
evaluators may adjust
scores and comments

Individual subpanel
evaluator scores combined
into single database

After all proposals are
evaluated, each subpanel
meets to discuss rank
order and threshold for
“forward" or "reject"
decisions

Subpanels meet jointly
to present evaluation
results and discuss
decisions

Subpanels
develop list of proposals to
forward to SSEB

2
To Page 4

Selection Process
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1
From Page
1

Combined subpanel review
database and SSEB
electronic scoring database
distributed to SSEB

SSEB members include:

-- Chair (MEP Associate
Director for Regional
Programs)

-- Seven MEP program
personnel appointed by

Appendix |
Page 2 of 4

After all proposals are evaluated,
SSEB meets to discuss rank order
and threshold for "Site Visit" or
"Reject" decision

Chair)
:

SSEB evaluates proposals
using electronic scoring
database to record
comments and scores

SSEB meets to discuss
proposal scoring, issues or
questions

Based on discussions,
evaluators may adjust
scores and comments

SSEB
Selects Proposals
for Site Visit?

No 2
To Page 4

NIST Grants Office reviews
financial information and
provides comments to SSEB

‘

Site visit conducted at NIST with
proposing organization, SSEB,
MEP Regional Manager & other
MEP staff

Individual SSEB evaluators
scores combined into single
database

3to Page 3
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3 from page
2

SSEB evaluates site visit
interview results and
determines preliminary
consensus score

v

SSEB evaluates proposer's
answers to questions
posed by SSEB and meets
to discuss and adjust final
CONSENsUS Scores

|

SSEB meets to discuss rank
order and threshold for
making "Fund" or "Reject"
decisions

SSEB
recommends
funding?

2
To Page
4

Appendix |
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SSEB Chair submits
proposal funding
recommendations to
Selecting Official

v

Selecting Official reviews
recommendations to ensure
program coherence &
consistency

Selecting Official
concurs with SSEB
recommendations?

SSEB is reconvened for
reconsideration & further

evaluation
Is proposal 2
recommended for L Peged

funding?

Sent to NIST Grants Office
and Department for
clearance
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2
from pages
1,2&3

Subpanel or SSEB
finalizes review

documentation

'

After final concurrence by
Selecting Official,
"Rejection” letter sent to
proposer

Debriefing
requested by
proposer?

Final documentation
reviewed by Regional

Manager

Debriefing
conducted by
Regional Manager

No further action
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Page 4 of 4



APPENDIX TT
Pega 1 of 2

UNITED STATEE DEPARTMENT OF GCOMMERCE
National Institute of Standards and Technology
Gaithersburg, Maryland 20855

A 2 g g

MEMORANDUMFOR | George E. Ross
Assistant [nspector General for Audfting
|

Through: :@Sharon Bisco W"’@m\_/

|~ Chief of Managementand Organizstion

From; |  Kevinl
Director

! Manufacturing Extension Partnership Program

Subject: " Response to Draft Audit Report No. DEN- 10961-9-XXXX

|
The Manufacturing Extension Partnership (MEP) has reviewed the above referenced draft andit
report titled, “State Technolpgy Extension Program Award Process Designed to Promote Mexit-
Based Decisions... CFDA No.11.613.” Below are the MEP tesponses to the three
recemmendations cited in the report.

1} Brief Statement of Racuantmda:iun and Findings:

“Any future STEP comperitibng comply with the Department’s requirement Jor annual Federal
Register notices.” .
i

The audit report states that while NIST's solicitation notice for the most recent STEP
competition, as published in|the Federn] Register on May 5, 1995, generally cotplied with
Departiental requirements for content. However, NIST failed to comply with Departmental
directives that require publication of annual Federal Register notices announcing the availability
of funds. _

|

MEP Response: |

At the time the Federal Register notice was prepared, there was considerable interest in devising
ways to streamline governmént operations and business practices. MEP preposed to publish 2
Federal Register notice that frould not be limited to one year but would be open until rescinded.
The proposal was advenced and received clearance both within NIST and within the Department
including legal clearance. We were unaware at the time of the Department’s requirement for
annual notices. '

I
MEP concurs with the recommendation. If any future STEP competitions are offered, we will be

sure to publish annnal F@ Register notices as required by Departmental Administrative Order
203-26 and Department of Commerce Finamcial Assistance Notice No.17.

2} Brief Statement of Recorhmendation and Findings:

“NIST pmﬁer@ screens proposals on any future STEP competitions and disqualify awards in
excess of published funding and award period limits,

NIST
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The audit report states that NIST Federal Register notice of May 3, 1995, stated that proposals
must request less than $100,000 in federal funds and that the performance period of cooperative
agreements eniered into thig program will be for one year. Both of the awards approved for
FY 1997 were for exactly $1D8,000 and one of those was for a two-year period.

MEP Response:

In the cases cited there was a procedural error in the processing that should have been caught at
some stage in the review.

MEPF concurs with the racommendation. If any future STEP competitions are offered, we will
ensure a review process is in place to ensure these oversights do not occur again.

3) Brief Statement of Recothmendation and Findings:

“NIST enhances the independence and objectivity of any future STEP competitions by imviting
reviewers from outside NIST and the Department to participate.

The audit report states that afl STEP review panel members for the 1995 through 1997
competition period were pregram personnel. While NIST did not violate any departmental
requirements by using only its staff for STEP proposal reviews, the OIG stated that the vse of
knowledgeable reviewers figm cutside NIST and the Department would provide an independent
perspective that would ce the independence and objectivity of any future STEP
competitions. i

MEF Response:

Other than the original 7 ers, at the time of this STEP competition all other MEP centers were
less than three years ald and [the vast majority were still going through the early phases of start-
up. As such, there was not ap extensive pool of individuals that had the depth and breadth of
kmowledge and experience nkcessary to perform these reviews, other than the MEFP program staff.
An additional issue was thatjmany of the external experts, that had the knowiedge and experience,
were affiliated with and/or agsisting organizations that were submitting proposals to the
competition. This created an) obvious conflict of interest, prohibiting them from serving on the
review panels. ;

. MEP and manufacturing extension centers are well known and
of external experts qualified to review and evaluate proposals. In
part, this is due to the expanded number of third and sixth year external panel reviews of MEP
centers that have been cond using panel members outside of NIST and the Deparunent.
These panelists have receivef] training from MEP and have gained invaluable experience from
examining and evaluating cepters in these reviews.

Today, this is no longer the
there iz a much larger num

MEP concurs with this recommendation. If there are any future STEP competitions, non-MEP
experts will serve as proposat reviewers. In fact, over the past several years, non-MEP proposal
reviewers have been used foX evaluating proposals submitted to competitions for awards for both
environmental and workforce projecis.

Lot R. Kammer
M. Rubin
T. Gary
M. Osinski
I. Urritia



	`a: 


