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~ To the President of the Senate and the
(? Speaker of the House of Representatives

This is our report assessing the performance of the Office
/' of Management and Budget and the Federal agencies in implement-
-~ ing title IV of the Intergovernmental Cooperation Act of 1968
and section 204 of the Demonstration Cities and Metropolitan
Circular A-95. These statutes provide for the evaluation, re-
view, and coordination of Federal and federally assisted pro-
grams and projects.

We made our review pursuant to the Budget and Accounting
Act, 1921 (31 U.S.C. 53), and the Accounting and Auditing Act
of 1950 (31 vU.S.C. 67).

We are sending copies of the report to the Director,
Office of Management and Budget, and to the heads of the depart-
ments, agencies, and commissions to which the Circular applies.

Comptroller General
of the United States



Contentgs

DIGEST
CHAPTER

1 INTRODUCTION »

Demonstration Cities and Metropolitan
Development Act of 1966

Intergovernmental Cooperation Act of
1968

Implementation of the Demonstration
Cities and Intergovernmental Cooper-
ation Acts

2 HOW THE PROJECT NOTIFICATION AND REVIEW
SYSTEM WORKS
Project Notification and Review System

3 NEED FOR INCREASED PROGRAM COVERAGE UNDER
PART I OF OMB CIRCULAR A-95

OMB methodology for determining
program coverage

Effects of limited program coverage

Efforts to expand program coverage

State information requirements

Dissemination of data on program
coverage

Conclusions

Recommendation

Agency comments

4 IMPROVEMENTS NEEDED IN THE PROJECT NOTIFI-
CATION AND REVIEW SYSTEM
Accomplishments
PNRS requirements
Poor PNRS compliance
Conclusions
Recommendations
Agency comments

Page

14

14
le
19
20

21
21
22
22

24
24
24
25
28
41
42
43



CHAPTER

5 ASSESSMENT OF THE APPLICATION OF CIRCULAR
A=95 PROCEDURES TO DIRECT FEDERAL DEVELOP-
MENT PROJECTS

Federal agency compliance with Part II
of OMB Circular A-95

Inadequate OMB guidance to Federal
agencies

Conclusions

Recommendations

Agency comments

ADMINISTRATION OF CIRCULAR A-95

OMB approach to administration

Review of agencies' regulations

Role of liaison officers

OMB monitoring

Promulgation of OMB policy interpre-
tations and decisions

OMB efforts to improve administration
of the Circular

Conclusions

Recommendations

Agency comments

7 OBSERVATIONS ON THE REGIONAL GRANT
INFORMATION SYSTEM

Federal Aid Control System
Regional Grant Information System
Conclusions and agency actions
Recommendation

Agency comments

8 SCOPE OF REVIEW

44

45

49
56
57
57

58
58
59
59
60

6l

63
66
67
68

70
70
72
76
76
77

78

APPENDIX

I Letter dated November 7, 1974, from the
Associate Director, Office of Management
and Budget, to GAO




APPENDIX

II

NOI

LEAA
GSA
VA
USG

faY e
Vi

FACS
REGIS
OMB
PNRS

Letter dated November 7, 1974, from the
Associate Director, Office of Management
and Budget, to GAO 100

ABBREVIATIONS

Notice of Intent

Department of Health, Education, and Welfare
Law Enforcement Agsistance Administration
General Services Administration

Veterans Administration

Undexr Secretaries Group for Regional Operations
Office of Economic Opportunity

Federal Aid Control System

Regional Grant Information System

Office of Management and Budget

Project Notification and Review System



COMPTROLLER GENERAL'S
REPORT I0 THE CONGRESS

DIGEST

WHY THE REVIEW WAS MADE

Two statutes sought to increase
intergovernmental cooperation by
providing State agencies, local
governments, and other parties with
the opportunity to review and com-
ment on

--federally assisted projects and

--direct Federal development proj-
ects which may affect their plans
and activities. (See pp. 3 to 5.)

The Office of Management and Budget
implemented the two statutes
through OMB Circular A-95. GAO
sought to determine whether coordi-
nation among Federal, State, and
local governments has improved.

FINDINGS AND CONCLUSIONS

Federally assisted projects

To facilitate review of and com-
ments on applications for Federal
assistance by State and local gov-
ernments, Part I of Circular A-95
prescribed a Project Notification
and Review System. Applicants
were to first notify State and
areawide organizations called
clearinghouses, which were to in-
sure that parties which might have
been affected by a proposed proj-
ect had a chance to review and
comment.
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IMPROVED COOPERATION AND
COORDINATION NEEDED AMONG ALL LEVELS
OF GOVERNMENT--OFFICE OF MANAGEMENT
AND BUDGET CIRCULAR A-95

O0ffice of Management and Budget

and Other Federal Agencies

After this review, applicants could
submit formal applications to fund-
ing agencies, such as Federal or
State agencies, which administered
Federal programs. (See chap. 2.)

The Office of Management and Budget
and the Federal agencies determined
that 138 of the approximately 550
Federal programs providing finan-

cial assistance can impact on an area
or community and should be covered by
Part I of Circular A-95. (See p. 14.)

However, projects which had signifi-
cant impact were not subject to the
Project -Notification and Review Sys-
tem because their funding programs
were not covered by the Circular and
because there were frequent changes
in the number and nature of Federal
programs. (See p. 16.)

As a result:

--Participants in the Circular A-95
process were confused as to what
programs were subject to the Proj-
ect Notification and Review Sys-
tem.

--Clearinghouses could not fully ex-
ercise their prerogative of deter-
mining whether proposed projects
had potential impact.

--Planning activities of State and

areawide organizations were ham-
pered by incomplete data.

GGD-75-52



Coverage'of all Federal programs
providing financial assistance
would help solve these problems.

States and Federal agencies have
taken steps on their own to expand
the review and comment process to
include more Federal programs.
(See p. 19.)

The Project Notification and Review
System was not achieving its full
potential to improve intergovern-
mental cooperation because appli-
cants, clearinghouses, and Federal
agencies did not always comply with
its requirements.

Though in some cases noncompliance
may have been self-serving, the ma-
jority of cases were the result of
confusion and misunderstanding as to
Project Notification and Review Sys-
tem requirements and procedures.

Applicants were:

--Not entering proposals consis-
tently. (See p. 25.)

-~Not giving clearinghouses ade-
quate time to review proposed proj-
ects. (See pp. 26 and 27.)

—-Contacting only one of the two
clearinghouses that should have
been notified. (See p. 36.)

--Not including review comments in
the applications to funding
agencies. (See p. 37.)

Clearinghouses were:
--Not sure as to how much time they

had to review applications for
Federal assistance. (See p. 33.)

i

--Generally not working with appli-
cants and commentators to resolve
conflicts. (See p. 37.)

Federal agencies were:

--Accepting, processing, and some-
times approving applications
without evidence that applicants
had complied with the Project
Notification and Review System
requirements. (See pp. 26 and 27.)

--Not adequately instructing appli-
cants in the Project Notification
and Review System requirements.
(See pp. 29 to 31.)

--Not informing clearinghouses of
actions taken on applications
subject to the Project Notifica-
tion and Review System. (See
p. 39.)

As a result, State and local govern-
ments did not consistently have a
chance to review proposed projects.

Direct Federal development projects

Federal agencies engaged in the con-
struction of buildings and in other
public works projects did net con-
sistently notify State and Tocal
governments and clearinghouses of
their planned development activi-
ties though required by Circular
A-95. (See p. 44.)

As a result, projects met with de-
lays, cost overruns, and adverse
reactions from citizens and govern-
ment officials, which possibly
could have been avoided had
clearinghouses been notified.

The 0ffice of Management and Budget
directed the Federal agencies to



establish their own regulations to
carry out the requirements of
Circular A-95. However, it did not
provide further instructions to the
agencies to enable them to design
and implement their own systems to
carry out the purpose of the
Circular. (See pp. 56 and 57.)

Adminjstration of Circular A-95

The Office of Management and Budget
devoted only Timited staff to
administering the Circular.
result:

As a

--Regulations of Federal agencies
for implementing the Circular
varied considerably, indicating
that agencies needed additional
guidance. (See p. 59.)

--The Office passively monitored
compliance with the Circular,
relying on complaints as a basis
for corrective action. (See
p. 60.)

--The Office issued policy inter-

~ pretations to individual parties
without notifying other organiza-
tions which could be affected.
(See p. 61.)

These factors contributed to incon-
sistent implementation of the
Circular by participants at all
levels..

To help the 0ffice of Management
and Budget administer the Circular,
Federal Regional Councils were
given responsibility for coordinat-
ing Circular activities. GAQ con-
curred in this decision but stated
that the councils' success depends
upon how the Office of Management
and Budget addresses factors such
as
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--Timited council staffing and

-~inconsistent commitment by
Federal agencies to councils,
unless the Office provides
direction and support.

Regional Grant Information System

This system was a major effort to
institute more specific and consis-
tent procedures for the flow of data

an annliratinne far Fadavral acedeto
Uit appiiLadins 7Or radlifdil dsS5i15t=

ance through the Project Notifica-
tion and Review System and through
the systems of Federal agencies for
reviewing and acting on assistance
applications. (See p. 72.)

GAO noted significant problems in
the Project Notification and Review
segment of the Regional Grant Infor-
mation System as the system was
being tested. (See p. 74.)

Further, because the Regional Grant:
Information System was independent
of the Federal agencies' internal 1in-
formation systems, GAO believed that
Federal agencies would continue to
develop and use their internal sys-
tems with only limited effort devot-
ed to developing and operating the
Regional Grant Information System.

The problems with the Project Notifi-
cation and Review System require cor-
rection before any grant information
system can rely on the process as a
source of data.

RECOMMENDATIONS

The Office of Management and Budget
should revise Part I of Circular
A-95 to:

--Provide that all Federal financial
assistance programs which can im-



pact oh area or community devel-
opment be subject to the Project
Notification and Review System.
(See p. 22.) .

--Clarify and strengthen certain Proj-
ect Notification and Review System
requirements and procedures. (See
p. 42.)

The 0ffice of Management and Budget
should also:

--Direct Federal agencies to include
all Project Notification and Review
System requirements in both their
internal instructions and their in-
structions issued to applicants.

--Consider establishing uniform Proj-
ect Notification and Review System
application procedures,

Regarding direct Federal development
projects, the Office of Management
and Budget should clarify and
strengthen certain Circular A=95 re-
quirements and procedures. (See p.

- 57.) Also the Office should review
the instructions and guidelines de=-
veloped by Federal agencies and, when
necessary, require revisions so they
conform with the requirements of the
Circular,

To improve administration of the Cir-
cular, the Office of Management and
Budget should aggressively monitor
compliance by initiating direct con-
tact with Federal agencies, clear=
inghouses, and applicants. The Of-
fice of Management and Budget and
the Under Secretaries Group for Re-
gional Operations should provide
definitive direction and firm support
to Federal Regional Councils for
carrying out their role of assisting
the Office in the administration of
the Circular. Further, the 0ffice
should give Councils the resources

necessary to pursue aggressive mon-
itoring. (See p. 67.?

The Office of Management and Budget
should evaluate and consider the
use of agencies' internal systems
as a means of implementing the con-
cepts of the Regional Grant Infor-
mation-System,

AGENCY ACTIONS AND UNRESOLVED ISSUES

The 0ffice of Management and Budget
generally agreed with GAO's findings
and conclusions and concurred in its
recommendations. The Office noted
that some GAQ recommendations can be
implemented within existing resources
through revisions to the Circular,
while others will have to be consid-
ered within the Timitations of total
available resources, both in terms of
scale and timing. (See app. I.)

Its comments included the views of
Federal agencies, Federal Regional
Councils, State and areawide clear-
inghouses, and public interest '
groups.

The Office identified an additional
150 programs which could perhaps be
covered under the Circular but stat-
ed that such an increase would de-
pend upon the ability of clearing-
houses to handle the increased work-
load and of Federal agencies to mon-
itor compliance., All have limited
resources., The Office will study
this further,

The Office anticipated revising Cir-
cular A-95 soon to incorporate GAO's
recommendations. The Office will
review the Circular semiannually.

The Office of Management and Budget
generally agreed that it could im-
prove its oversight of the imple-
mentation of Circular A-95,



The Office said that the Federal
agencies were responsible for ad-
ministering the legislation under-
lying the Circular and that the
O0ffice by itself cannot insure
that the Circular is implemented,
The Office believes that the Fed-
eral agencies, Federal Regional
Councils, and their various A-95
liaison offices and coordinators,
working in concert, can make im-
provements,

However, GAO believes that only the
O0ffice of Management and Budget can
insure that regulations and proce~
dures of individual Federal agencies
are consistent with the Circular.

Because of funding problems and GAQO's
comments, the 0ffice of Management
and Budget and the Under Secretaries
Group for Regional Operations

--terminated the Regional Grant In-
formation System pilot tests and
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~--agreed to support a study of the
use of Federal agencies® internal
information systems to provide
grant award data to the States.
(See app. II.)

'MATTERS FOR CONSIDERATION BY THE

CONGRESS

The administration of Circular A-95
should be of interest to the Congress
in view of its concern with the pur-
pose for which the enabling legisla-
tion was enacted--improving intergov-
ernmental cooperation by providing
the opportunity for comment to all
parties which may be affected by Fed-
eral and federally assisted develop-
ment projects.

As noted in the comments of the Of-
fice of Management and Budget, the

implementation of GAO's recommenda-
tions is affected by the availabil-
ity of resources.



CHAPTER 1

INTRODUCTION

Federal financial assistance to State and local govern-
ments and other non-Federal domestic organizations has in-
creased dramatically from $3 billion in fiscal year 1955 to
ah estimated $52 billion in fiscal year 1975. This growth
resulted from a substantial increase in the number and scope
of Federal assistance programs. Currently, Federal domestic
assistance is provided through 928 programs administered by
55 Federal agencies.

Over the years, certain shortcomings in these programs
and their administration became apparent:

--The Federal assistance system was composed of a
myriad of programs which were developed piecemeal,
were inconsistant as to policy and administration,
were often duplicative, and sometimes conflicted
with each other.

--Many federally assisted programs were individually
planned without considering their impact on and
relationship to State, regional, and local needs,
programs, and plans.

--The administration of Federal programs by func-
tional bureaucracies at the State and local levels
often frustrated control by elected chief executives.

One cause of these problems was a lack of communication
and cooperation between various levels of government. One
State official active in administering Federal assistance
programs characterized the communication problem as one of
direct Federal-applicant involvement. Graphically, the re-
lationship was portrayed as follows:



FEDERAL AGENCY

A
STATE PLANNING NEIGHBORING
AGENCY CITY
STATE ADMINISTRATIVE | AREAWIDE
AGENCY PLANNING AGENCY
Y

APPLICANT FOR
FEDERAT, ASSISTANCE

As noted above, the line of communication was between
applicants and Federal agencies; the flow of communication
was closed to other parties and, in effect, was a confiden-
tial exchange. Parties whose own needs and plans might be
affected--such as neighboring communities, comprehensive
planning bodies, State agencies, or even local governments
themselves where the applicant was a nonprofit organization
--were not given an opportunity to (1) know of the proposed
project, (2) compare the proposed project to their plans, ox
(3) alert the applicant to any potential problems. These
problems were particularly noticeable under Federal programs
providing funding for planning and construction projects
which affected the physical makeup of communities and their
surroundings.

The Congress passed legislation designed to increase
intergovernmental cooperation by setting up formal channels
of communication between parties which might be affected by
a project. These procedures were intended to open up the
relationship between applicant and funding agency to outside
review and comment.



DEMONSTRATION CITIES AND METROPOLITAN
DEVELOPMENT ACT OF 1966

Section 204, title II, of the Demonstration Cities and
Metropolitan Development Act of 1966 (42 U.S.C. 3334) (Dem-
onstration Cities Act) provided that after June 30, 1967,
all applications for Federal loans or grants to assist in
planhing or constructing public works projects, including
open-space land projects, be submitted to an areawide plan-
ning agency composed of, or responsible to, locally elected
officials. Applications from special purpose units of local
government, such as school districts, were also to be submit-
ted to units of local general purpose government.

The areawide agency or local general purpose government
was to review the proposed project and to comment on (1) the
consistency of the project with any local comprehensive
planning, either developed or in the process of development,
and (2) the extent to which the project contributed to ful-
fillment of such planning., All grant or loan applications
to Federal agencies were to be accompanied by all comments
or recommendations generated by this review process, along
with the applicant's statement that such comments and recom-
mendations had been considered.

Federal agencies were to review the comments and recom-
mendations solely to determine whether the applications were
in accordance with the Federal laws governing the making of
loans or grants since, practically speaking, Federal agencies
consider comments and recommendations from other parties
purely advisory unless outright violations of law are reported.

The Demonstration Cities Act encouraged the development
of groups such as associations of governments or metropolitan
planning agencies (areawide planning organizations) to coor-
dinate federally assisted development covering more than one
jurisdiction. Counties and cities in areas lacking such as-
soclations or agencies had to create these organizations to
review programs subject to the provisions of the act.

INTERGOVERNMENTAL COOPERATION ACT OF 1968

Title IV of the Intergovernmental Cooperation Act of
1968 (42 U.S.C. 4231) proclaimed a national policy of inter-
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governmental coordination and cooperation. The objectives
of this act rest on the premise that the economic and social
development of the Nation and the achievement of a satisfac-
tory level of living depend upon the sound and orderly de-
velopment of all areas, both urban and rural. The act re-
quires that the President establish rules and regulations
for uniform application in formulating, evaluating, and re-
viewing Federal programs and projects to insure orderly
development.

Such rules are to provide for concurrent achievement of
the following objectives: (1) appropriate land use, (2) con-
servation of natural resources, (3) balanced transportation
systems, (4) adequate outdoor recreation, (5) protection of
areas of unigque beauty or historical or scientific interest,
and (6) properly planned community facilities and concern
for high standards of design. The rules are also to require,
when possible, that:

--Full consideration be given national, regional, State,
and local cobjectives, needs, and viewpoints in plan-
ning, evaluating, and reviewing Federal and federally
assisted development programs and projects.

-~-All Federal aid for urban development purposes be
consistent with and further the objectives of State,
regional, and local comprehensive planning when such
objectives are consistent with national objectives.

—--Each Federal department and agency administering a
development assistance program consult, seek advice
from, and coordinate with all other significantly
affected Federal agencies.

--All systematic planning of individual Federal programs
be coordinated with and made part of comprehensive
local and areawide development planning.

With the passage of the Intergovernmental Cooperation
Act, the Office of Management and Budget (OMB) broadened the
review and comment process and significantly strengthened
the roles of State and local governments. For example, the
act included State governments in the process as well as a
much larger range of local governments. The act also added
direct Federal development to the activities subject to

4



coordination and required that federally sponsored planning
be coordinated with comprehensive local and areawide plan-
ning.

IMPLEMENTATION OF THE DEMONSTRATION CITIES
AND INTERGOVERNMENTAL COOPERATION ACTS

Pursuant to both acts, the President gave OMB the re-
sponsibility for implementing them with the general objective
of insuring consistent and uniform action by Federal depart-
ments and agencies.

OMB Circular A-82 (April 1967 to July 1969)

In April 1967 OMB issued Circular A-82, effective Janu-
ary 30, 1967, to implement the requirements of the Demon-
stration Cities Act. Initially 36 Federal assistance pro-
grams (primarily concerned with construction and physical
facilities) administered by 9 Federal agencies were subject
to A-82 procedures. Circular A-82 was revised twice, and
‘program coverage was revised and expanded to include 37
Federal programs.

OMB Circular A-95 (July 1969 to Present)

With the passage of the Intergovernmental Cooperation
Act and its expansion of the concepts originated under the
Demonstration Cities Act, OMB canceled Circular A-82 and
replaced it with Circular A-95 on July 24, 1969, to become
effective on September 30, 1969, Circular A-95 initially
covered 51 Federal programs; through subsedquent revisions,
program coverage was broadened to include 138 Federal pro-
grams as of Janhuary 1, 1974.

The broad purpose of Circular A-95 is to facilitate
intergovernmental cooperation by enabling State and local
governments to comment on the consistency of proposed proj-
ects with State, regional, and local policies, plans, and
programe.

The Circular is based on OMB's premise that communica-
tion is fundamental to coordination; thus, if people talk
to each other, they may come to identify their common inter-
ests and conflicts. Cooperation and negotiation can then
take place. The review and comment process is designed to



create a climate for intergovernmental cooperation in which
such coordination is likely to occur. A desired result is

that Federal and federally assisted projects will be better
coordinated, resulting in dollar savings, better projects,

and more value for the public investment.

Circular A-95 has four parts:

-~Part I deals with State and local government review
of applications for Federal assistance.

--Part II provides for consultation by Federal agencies
with State and local governments on Federal develop-
ment projects.

~--Part III requires gubernatorial review of federally
required State functional plans before submission of
those plans to Federal funding agencies.

--Part IV provides for coordination of federally assist-
ed planning programs at substate regional levels.

To assess the review and comment process envisioned by
the Demonstration Cities and Intergovernmental Cooperation
Acts, we evaluated the implementation of Parts I and II of
Circular A-95. The scope of our review is discussed in chap-
ter 8.

Project Notification and Review System

Part I, the Project Notification and Review System
(PNRS), encourages, by early contact between applicants for
Federal assistance and parties that might be affected, ex-
peditious intergovernmental review and comment. Applicants
are to first notify clearinghouses, which insure that appro-
priate parties have a chance to review and comment. After
this review, applicants may submit formal applications to
Federal or State funding agencies administering Federal pro-
grams. The process is described in full in chapter 2.

The process is based on the concept that a project
might affect parties other than the sponsor., For example,
in an actual case, a city expanded its sewage treatment fa-
cility with substantial Federal assistance. A neighboring



city was interested because of potential overlap of facili-
ties, and a county was interested because of a potentially
deleterious impact on a countywide sewage treatment develop-
ment plan. A State agency responsible for monitoring and
improving air quality was also interested because additional
treatment capacity might allow new housing growth, which
would contribute to an already serious air quality problem.
Each party was allowed to review the proposal and comment.

The identification and subsequent coordination of issues
like these is the PNRS objective. The results of our review
of the implementation of Part I are discussed in chapters 3
and 4,

Federal development activities

Part II requires that Federal agencies responsible for
planning and constructing Federal buildings, installations,
and other Federal public works or for acquiring, using, and
disposing of Federal land and real property consult with
State and local officials. The purpose is to obtain infor-
mation about the relationship of the proposed Federal project
to plans and programs of affected State and local governments
and to insure that projects conform to such plans and pro-
grams. In addition, environmental and comprehensive health
planning agencies should be able to review certain projects.

This requirement is generally the same as Part I, except
that applicants are not involved and a formal review proce-
dure is not specified; the Federal agency simply communicates
directly with clearinghouses. (See below.) The results of
our review of the implementation of the Federal development
requirements are discussed in chapter 5.

To these requirements and concepts, originating from
legislation, OMB added two concepts derived from its expe-
rience gained from implementing the Demonstration Cities
Act.

Early warning

OMB found, under its earlier procedures, that the review
and comment process was occurring too late in the grant
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application cycle to be effective. As a result, applicants
were asked to contact the clearindhouse as early as possible
in their planning process, thus giving the affected parties
"early warning."

This device serves two purposes. Applicants are alerted
to problems before they have invested time and money in a
formal application, and affected parties can comment and
perhaps effect changes before the application is substantially
completed.

Clearinghouses

A clearinghouse is a State or areawide agency that has
been recognized by OMB as an appropriate agency to effect
PNRS for proposed Federal or federally assisted projects.
The clearinghouses are to receive and disseminate project
notifications and applications to appropriate State agencies,
local governments and agencies, and regional organizations.

OMB developed the concept from earlier experiences.
Various areawide planning organizations had managed reviews
under the Demonstration Cities Act. The clearinghouse is
OMB's pragmatic solution to the administrative problem of
involving a large number of affected parties in the review
and comment process. It also has the advantage of building
on existing institutions.

There are two types of clearinghouses-~State and area-
wide. Both are generally comprehensive planning agencies.
State Governors designate all State clearinghouses and all
areawide clearinghouses not in metropolitan areas. OMB re-
serves the right to concur in the designation of areawide
clearinghouses for metropolitan areas to insure that inter-
state metropolitan areas are treated as a whole and that the
urbanized portion of any metropolitan area is not fragmented.

Many clearinghouses have two roles in that they are the
comprehensive planning agency as well as the clearinghouse.
They are responsible both for reviewing proposals in terms

of impact and for obtaining the views of other agencies and
jurisdictions.



CHAPTER 2

HOW THE PROJECT NOTIFICATION AND REVIEW SYSTEM WORKS

Circular A-95 introduced the Project Notification and
Review System (PNRS) to those Federal assistance programs
viewed by OMB and the Federal agencies as being subject to
the intent of section 204 of the Demonstration Cities Act
and title IV of the Intergovernmental Cooperation Act. PRNS
is basically a step-by-step processing procedure designed to
quickly channel proposals for Federal assistance to the appro-
priate parties for review and comment before the applicants
submit them to the Federal agencies.

The need for a formal system was apparent to OMB for
several reasons. For example, program coverage under A-95
was increased; thus, many more applicants' proposals were
subject to the review and comment process, and more Federal
agencies were drawn into it. Further, the establishment of
clearinghouses at the regional and State levels--in addition
to those clearinghouses at the metropolitan level--also sub-
stantially increased the number of parties involved.

PNRS incorporated several features for minimizing prob-
lems which appeared earlier under the section 204 review
and comment process (Circular A-82). The major problem was
the timing of the notification process. Applicants usually
submitted completed applications to areawide planning organi-
zations for review and comment., These applications had
been perfected to the satisfaction of the applicants and the
Federal agencies; consequently, neither the applicants nor
the Federal agencies were receptive to constructive changes
proposed by the areawide planning organizations to alleviate
problems identified in the proposal during the review and
comment process.

A second problem, mainly of concern to applicants and
Federal agencies, was the fact that the formal submission of
the application to the Federal agency was delayed up to 60
days to permit the areawide planning organization to conduct
its review, as provided for in section 204 of the Demonstra-
tion Cities Act. This review and comment provision added up
to 60 days to the time necessary to obtain a grant.



PROJECT NOTIFICATION AND REVIEW SYSTEM

The solution to the timing problem under PNRS was the
establishment of an early warning system to encourage early
contact by the applicant with the clearinghouse. The 60-day
review period was divided into two 30-day segments:

--Applicants' submission to clearinghouses of a notifi-
cation of intent (a description of the proposed proj-
ect) to apply for Federal assistance, which allows
for an "early warning" 30-day review.

~-Applicants' submission of a formal application, when
deemed necessary, to the clearinghouse, which allows
for a 30-day formal application review.

The early warning feature has made the review and com-
ment procedures more complex. They are diagramed on the
chart on the next page and are explained below.

For most grant proposals, both the affected areawide
clearinghouse and the State clearinghouse are involved inde-
pendently in PNRS. Thus, the procedures described below
generally occur twice--simultaneously but independently.

For the first 30-day review period, OMB requires that
applicants submit a brief summary description of the proposed
project. Some clearinghouses request that applicants use a
special form, the Notification of Intent (NOI); others accept
any written communication.

With this project description, the clearinghouses start
their analysis and circulate the NOIs to organizations at the
State and local levels that might be affected by the proposed
project. The clearinghouses manage this process by dissemi-
nating NOIs, receiving any comments, and maintaining communi-
cation with the applicant.

They have 30 days to accomplish this. Within this peri-
od they must inform the applicant if they or State and
local organizations are interested in the proposal.

If there is no interest, the clearindghouses notify the

applicant that the Circular A-95 process is completed and it
may complete and submit a formal application. 1In these
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are interested, the applicant must keep track of more
30-day periods.

—--Attach a statement that comments have been considered.

The problems with PNRS are discussed in the next two
chapters.

OMB policy regarding
clearinghouse structure

OMB's basic policy is that Circular A-95 should clearly
state the objectives of the Intergovernmental Cooperation
Act but should not prescribe the means by which they are
achieved. Arguing that the diversity among States, regions,
and localities in the way the public business is conducted
precludes conformity, OMB put few constraints on the opera-
tion of clearinghouses.

OMB limits the time for review and requires that the
circularization function be implemented. However, OMB does
not prescribe:

--The existence of clearinghouses as such.

~-The organization of clearinghouses.

--Whether clearinghouses perform their own reviews for
any covered programs.

As a result, the clearinghouses we visited had each
developed different procedures to implement Circular A-95.
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CHAPTER 3

NEED FOR INCREASED PROGRAM COVERAGE UNDER PART I OF
OMB CIRCULAR A-95

OMB and the Federal agencies have determined that 138
of the approximately 550 Federal programs providing finan-
cial assistance can impact on an area or community and are
therefore covered by Circular A-95, Part I. However, proj-
ects which had significant impact were not subject to
PNRS because their funding program was not covered by the
Circular and there are frequent changes in the number and
nature of Federal programs. As a result of this limited
and changing coverage:

--Participants in the Circular A-95 process are con-
fused as to what programs are subject to PNRS.

~-Clearinghouses cannot fully exercise their preroga-
tive of determining whether proposed projects have
potential impact.

--The planning activities of State clearinghouses are
hampered by incomplete data.

Coverage of all Federal programs providing assistance
would help solve these problems. Recognizing the merits
of broadened program coverage, some States have enacted
legislation requiring that all applications for Federal
assigtance emanating from within the State be subject to
PNRS. Further, certain Federal agencies have provided
funds to clearinghouses and local governments to review
and comment on an increasing number of Federal programs.

OMB METHODOLOGY FOR DETERMINING
PROGRAM COVERAGE

Circular A-95 requires that Federal assistance programs
listed in attachment D to the Circular be subject to the
Project Notification and Review System described in chap-
ter 2. The 138 programs, administered by 22 Federal agen-
cies, commissions, and councils, are listed in the attach-
ment.
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The selection of programs to be covered by the Circular
is generally made by OMB and the Federal agencies on the
basis of their interpretation of the two acts underlying
it. Under the Demonstration Cities Act, 36 Federal loan or
grant programs were initially covered. These programs pro-
vided funding for open=space land projects or for planning
or constructing physical facilities in metropolitan areas.

Minor changes in program coverage, still limited to
planning and physical facilities projects, were made by OMB
with the passage of the Intergovernmental Cooperation Act.

A major change was made in February 1971, when Federal pro-
grams involving other than physical facilities projects
were added and, consequently, the number of programs covered
more than doubled. The latest revision of the Circular

in November 1973 included even more social service programs.

Section 204 of the Demonstration Cities Act is explicit
as to which federally assisted projects must go through a
local review process. The act provides that "all applica-
tions * *# % for Federal loans or grants % * %" dealing with
planning or construction of certain physical facilities in
metropolitan areas shall be submitted for review. This lan-
guage precludes OMB or the Federal agencies from excluding
from coverage any such programs in metropolitan areas.

Title IV of the Intergovernmental Cooperation Act is not
as explicit but calls for the establishment of "* * * rules
and regulations governing the formulation, evaluation, and
review of Federal programs and projects having a significant
impact on area and community development." (Underscoring
supplied.) Interpretations of the underscored phrase as to
program coverage ranged within the Federal agencies, OMB,
and State and local government organizations from (1) only
planning and physical development projects are covered to
(2) social development projects as well as planning and phys-
ical development projects are covered.

OMB initially required that only planning and physical
development projects be subject to PNRS, so these were the
only types of programs listed in the first version of the
Circular. 1In the February 1971 version OMB included social
development projects and in the November 13, 1973, revision
it increased the number of programs covered. Even though
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clearinghouses preferred more extensive additions to cover-
age, OMB believed it prudent to expand coverage gradually
because of clearinghouses' limited resources and readiness.

EFFECTS OF LIMITED PROGRAM COVERAGE

The apparent call for increased program coverage under
A-95 seems to stem from the fact that States and clearing-
houses were dissatisfied with having OMB and the Federal
agencies, rather than the State and local parties which
might be affected, decide which Federal programs would be
covered.

In States which have not enacted legislation broaden-
ing program coverage, an application for Federal assistance
igs not submitted to clearinghouses for determination of im-
pact unless the Federal program is covered under Circular
A-95.

We found instances where projects funded by Federal pro-
grams but not covered by Circular A-95 and PNRS involved
activities which did affect area and community development.

For example, in June 1973, the Department of Health,
Education, and Welfare (HEW) awarded a grant of $78,000
under its Youth Development and Delinquency Prevention Pro-
gram to a nonprofit organization in Little Rock, Pulaski
County, Arkansas. The grant was to be used to establish
and carry out a coordinated youth services system for
preventing delinquency. At the time of application and
award, this program was not covered by the Circular, al-
though it is now covered. Therefore, the proposal was not
subject to PNRS and was not submitted to the clearinghouse
for review and circulation to potentially affected parties.

On June 26, 1973, the Arkansas State Clearinghouse re-
ceived notice from HEW that the grant had been awarded.
Clearinghouse officials subsequently contacted HEW officials,
who stated that the program was not covered by the Circular.
Clearinghouse personnel felt that they should have reviewed
the project and, had they done so, would have opposed it.
They contended that the project was poorly planned, and in-
terested parties would have had adverse comments.
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We learned that the HEW-sponsored project was to be
integrated with a subsequent proposal for funds totaling
$100,000 under the Law Enforcement Assistance Administra-
tion's (LEAA's) Comprehensive Youth Service Project Program.
Two Arkansas counties, Pulaski and Saline, were the joint
applicants, and the purpose of the proposal was to establish
a comprehensive youth service program in both counties.
According to an Arkansas State Clearinghouse official, the
approved HEW project and the proposed LEAA project were to
be combined to constitute the total program.,

The LEAA program in question is covered by Circular
A-95 and, therefore, the applicants' proposal was subject
to PNRS. The applicants submitted a notification to both
the State and areawide clearinghouses in September 1973.
Though the areawide clearinghouse endorsed the project, the
State clearinghouse informed the applicants that issues had
been raised and advised them that the 30-day additional re-
view period was needed. In November the applicants with-
drew the proposal on the recommendation of the Central Ar-
kansas Human Service Council.

In this example, program coverage under the Circular
was inadequate. The clearinghouses should have had an op-
portunity to review and comment on the need for both the
HEW and LEAA proposals and the relationship between them.
This opportunity was not available, however, because one
proposal involved a request for funds under a Federal pro-
gram not subject to PNRS.

It is difficult to select those Federal programs which
could affect State or local governments because many ana
varied projects can be proposed and funded. When OMB first
considered what programs to include as a result of the Inter-
governmental Cooperation Act, it decided that those Federal
programs that were solely or predominantly for physical de-
velopment purposes should be covered by the Circular. Fed-
eral programs which did not clearly involve the funding
of physical development projects were excluded. For ex-
ample, HEW's Mental Health-Children's Services Program and
Regional Center for Deaf-Blind Children Program can include
construction projects. These programs, however, are not
Circular-covered programs.
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Other Federal programs which can provide funds for
physical development projects have been excluded from cov-
erage under Circular A-95. An example of the adverse im-
pact of limited program coverage was identified in Arkansas.

In early 1972 the applicant, a community action agency,
sought funds totaling $1,038,000 under the Office of Econom-
ic Opportunity's (OEO's) Comprehensive Health Services Pro-
gram to construct a health clinic and provide services.

This program was not subject to PNRS until Januwary 1, 1974.
However, the State clearinghouse coordinator requested, and
the applicant agreed, that the project application should
be submitted to the State and areawide clearinghouses for
review because of its scope and potential impact. Shortly
after receipt of the application, the areawide clearinghouse
notified the applicant that the maximum review time of 60
days would be required. The deadline for the clearinghouse
to comment became March 12, 1972.

The State and areawide clearinghouses circulated the
application for review and comment. Comments were received
from 20 organizations, 17 of which commented unfavorably.

The State and areawide clearinghouses sent the results of
this review to the applicant on March 1 and March 20, respec-
tively, and advised the applicant to submit its application
to the Federal agency.

On March 1, 1972, OEO announced the awarding of a
$1.2 million grant to the applicant, since the application
had been submitted to OEO before it had been sent to the
clearinghouses. OEO had not received the State or area-
wide clearinghouses' comments before it had awarded the
grant. We did not attempt to determine the reasons for the
difference in funds requested and awarded.

Several of the unfavorable comments dealt with the
alternative of expanding an existing facility in lieu of
constructing a new one. The mayor of the affected city
commented that a new facility would duplicate as well as
jeopardize the operation of existing health facilities.
The County Development Council concluded that the new
clinic would duplicate the health efforts of the County
Health Department and that the State Health Department
should direct the operation of all health clinics to
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insure coordination. In reviewing the application, OEO did
not have the opportunity to consider these comments.

As a result of this project and the ensuing contro-
versy, the Arkansas Legislative Council, made up of State
legislators, stated in April 1972 that all applications for
Federal assistance should be coordinated through the appro-
priate clearinghouses. Apparently, the council sought to
broaden the scope of a State law which required that all
applications for Federal assistance from Arkansas State
agencies be submitted to the State clearinghouse.

EFFORTS TO EXPAND PROGRAM COVERAGE

OMB, in Circular A-95, recognized that some States have
enacted legislation or promulgated administrative regula-
tions requiring that all applications from State agencies
for Federal assistance be submitted to the State clearing-
houses for review before submission to the Federal agency.
OMB stated that the Circular was to apply to these applica-
tions, unless the head of the Federal program agency deter-
mined otherwise for sufficient reason, such as inconsistency
with applicable Federal laws. However, OMB is unaware of
how many States have enacted such legislation or whether the
laws apply only to applications from State agencies for Fed-
eral funds or to all applications for Federal funds from
within the States. Similarly, A-95 liaison officials at the
headquarters of Federal agencies did not know State require-
ments. Without such information, Federal agency officials
could not be sure whether applications for assistance from
these States should have been subject to clearinghouse re-
view before Federal action was taken.

Certain clearinghouses and cities have increased beyond
the requirements of the Circular the number of Federal pro-
grams subject to PNRS. For example, one clearinghouse in
Texas, with funding received from a Department of Housing and
Urban Development (HUD) Metropolitan Area Review and Comment
demonstration grant, expanded the PNRS requirement to include
approximately 340 programs. In addition, at least 20 Planned
Variations cities, funded under HUD's Chief Executive Review
and Comment demonstration project, were allowed to review
and comment on all applications for Federal assistance ema-
nating from their jurisdictions.
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To insure the total review and comment authority of
these States, cities, and clearinghouses, cognizant Federal
Regional Councils adopted resolutions calling for member
agencies to reject applications which had not been submitted
to the clearinghouses or to the cities' chief executives
for review and comment. Also the Council members agreed to
notify all prospective applicants of the expanded review
and comment requirements and to encourage Federal agency
headquarters officials to abide by the requirements for
programs under their control.

STATE INFORMATION REQUIREMENTS

State and local officials stated that broadened program
coverage provides an additional benefit beyond the oppor-
tunity to determine the potential impact of project propos-
als. They maintain that information on what Federal assist-
ance is being requested from within the State, region,
county, or city is of great wvalue to their planning process.
They added that limited A-95 program coverage provides insuf-
ficient information.

The Project Notification and Review System described
in chapter 2 is composed of two concepts--"project notifi-
cation" and "review." Clearinghouses, after initial review,
determined that many proposed projects did not affect re-
gional or local plans. Some State clearinghouses, however,
were extracting data from project proposals to aid State and
local government planning. For example, the States were
using the data to budget State matching funds for Federal
programs .

The only bar to obtaining complete data on total
Federal funding being sought was the limited program cover-
age of the Circular. OMB determined that approximately 550
Federal assistance programs involve the provision of funds.
Currently Circular A-95, Part I, covers 138 of the 550 pro=-
grams. Consequently, a State clearinghouse whose information
base is limited to 25 percent of the total number of federally
funded programs cannot use the system to develop full budget
information for State matching funds. The percentage of
total Federal funds provided by the 138 programs covered by
the Circular has not been determined, although OMB believes
it to be substantially higher than 25 percent.
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DISSEMINATION OF DATA ON PROGRAM COVERAGE

Our review revealed considerable dissatisfaction, con-
fusion, and misunderstanding on the part of applicants,
clearinghouses, and Federal agencies concerning the Federal
programs that were covered under Circular A-95.

Information on programs subject to Part I of Circular
A-95 is spread by (1) a transmittal memorandum to the Cir-
cular, (2) a revision of the Circular, or (3) the Catalog
of Federal Domestic Assistance. The document bearing the
latest date constitutes OMB's official list of programs
covered under Circular A-95. In a typical calendar year,
two or three updates of program coverage will be made and
disseminated. However, changes in the status of Federal
programg during a given year are sufficiently extensive to
justify more frequent updates.

CONCLUSIONS

On the basis of interpretations of the legislation un-
derlying Circular A-95, the Federal agencies and OMB have
determined that 138 of the approximately 550 Federal programs
providing financial assistance can affect areawide or com-
munity development and, therefore, are subject to PNRS. How-
ever, we found that projects which significantly affected an
area or community were not subject to PNRS because the pro-
gram which funded the project was not covered by Circular
A-95 and that there were frequent changes in Federal pro-
grams. Limited and changing program coverage under Part I
of Circular A-95:

--Confuses Federal agencies, clearinghouses, and appli-
cants for Federal assistance as to which programs
are covered and subject to PNRS.

--Keeps clearinghouses from fully exercising their
prerogative of determining whether a project pro-
posed for Federal assistance has potential impact on
an area or commuhity.

-=-Hampers the planning of State clearinghouses by
limiting their opportunity to compile complete infor-
mation on Federal assistance being sought by appli-
cants within their States.

21



In response to these pr&ﬂlems, State and local clear-
inghouses have consistently asked OMB to increase the number
of programs covered by the Circular. Some States have en-
acted legislation requiring that all requests for Federal
assistance from within their States be subject to PNRS. Cer-
tain Federal agencies have encouraged clearinghouses and
cities to expand PNRS to include more Federal assistance
programs than are covered by the Circular.

Extending the coverage of Circular A-95 to all Federal
assistance programs could increase the workload of clearing-
houses by increasing the number of projects for which they
would receive notification. The potential increased workload
would be more than offset by the benefits of enabling clear-
inghouses to assess the potential impact of all projects,
rather than a limited number, and to determine which proj-
ects should be reviewed and circulated for comment.

RECOMMENDATION

We recommend that OMB revise Part I of Circular A-95 to
provide that all Federal financial assistance programs which
can impact on area or community development be subject to PNRS.

AGENCY COMMENTS

By letter dated November 7, 1974 (see app. I), OMB
stated that perhaps 150 additional programs could be consid-
ered for coverage under PNRS at this point and that the re-
maining financial assistance programs fall outside the scope
of title IV of the Intergovernmental Cooperation Act. OMB
will study the potential coverage of PNRS and selectively
expand it, considering the expressed needs of clearinghouses
and the resources available.

" We suggest that, during its study on program expansion,
OMB fully consider the opportunity which full program cov-
erage would give the States for building a data base on
requested Federal funds to assist them in the planning and
budgeting of Federal and State resources on a total program
basis. Also, OMB should consider the additional burden
placed on Federal agency personnel who must continually
determine whether a proposed federally assisted project
is (1) subject to PNRS and (2) subject to the expanded PNRS
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requirements either mandated by State laws or encouraged by
Federal agency financial management projects such as the
Chief Executive Review and Comment process.
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CHAPTER 4

IMPROVEMENTS NEEDED IN THE
PROJECT NOTIFICATION AND REVIEW SYSTEM

The Project Notification and Review System (PNRS), de-
signed to carry out the review and comment feature of Cir-
cular A-95, is not achieving its full potential to improve
intergovernmental cooperation. The principal elements of
PNRS are discussed in chapter 2. Pervasive violations
of basic requirements, widespread confusion and misunder-
standings among responsible officials, and a general lack of
guidance by OMB have all contributed to the problem. Appli-
cants for Federal grants fail to give clearinghouses and
others enough time to review proposed projects and Federal
agencies are accepting applications without insuring that
they have been processed through the system. State and local
governments are not getting the opportunity to review many
federally assisted projects because applicants are deliberately
avoiding clearinghouse review or are only partially comply-
ing.

ACCOMPILISHMENTS

OMB reported that, in the 5 years since its initial imple-
mentation, A-95 has grown substantially in scope and use by
State and local government. All the Governors have set up
State clearinghouses, and about 470 areawide clearinghouses
blanket the populous parts of the Nation. In a number of
States, various components or principles of the Circular have
become State law.

OMB also reported that, according to data supplied by
the clearinghouses, actions taken under the Circular A-95
process have resulted in substantial savings. In addition,
we have identified instances in which cooperation under Cir=-
cular A-95 procedures improved a project or helped avoid
problems.

PNRS REQUIREMENTS

The review and comment system set forth in Circular A-95,
Part I, is designed to
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--gncourage early contact between applicant and clear-
inghouse and

~=-provide an opportunity for clearinghouses and poten-
tially affected parties to review and comment.

The purposes of the system are to

-~help the applicant prepare the best possible applica-
tion and

--assure Federal agencies that either (1) the proposed
project is completely acceptable at the State and
local levels or (2) the proposed project is not com-—
pletely acceptable but the views of those at the
State and local levels have been expressed.

As discussed below, the purposes of the system have not
always been accomplished because the system is often ignored
by the key participants~—-the applicant, the clearinghouse,
and the Federal agency. As discussed in chapter 6, OMB's
administration of the Circular has compounded the problems.

PNRS NONCOMPLIANCE

Applicants are not consistently entering proposals in
PNRS, and Federal agencies are not uniformly requiring appli=-
cants to conform to PNRS requirements. As a result, State
and local governments and others cannot review all proposals--
a departure from Circular A-95 and congressional intent.

Also conflicts with plans, duplications of facilities and
programs, and other problems go unresolved.

In large part, the breakdowns are caused by an apparent
lack of understanding and empathy at the Federal agency
level, confusion about program coverade, inadequate PFederal
agency instructions to applicants, insufficient guidance and
monitoring by OMB, and general confusion because of the com-
plexities which have crept inte PNRS procedures.

Federal adencies are to insure compliance

As discussed earlier, congressional legislation estab-
lished a requirement that areawide planning agencies and
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State and local governments were to be given the opportunity
to review and comment on certain types of federally assisted
projects.

Circular A-95 states that an applicant is:

"* * * required to notify the State and areawide plan-
ning and development clearinghouse * * * of its intent
to apply for assistance * * *_"

Further, OMB provided in the Circular that Federal agencies
will develop procedures to insure:

"% % * that all applications for assistance under pro-
grams covered by this part have been submitted to ap-
propriate clearinghouses for review prior to their
submission to the funding agencyv." (Underscoring
supplied.)

Federal agencies have not insured that applicants give
clearinghouses and others the opportunity to review and
comment. The result has been a pervasive series of break-
downs in PNRS. The problems are so severe that clearing-
houses have questioned whether Federal agencies agree with
the fundamentals of intergovernmental cooperation and have
expressed frustrations in trying to institute order in the
complex process.

The breakdowns occur when Federal agencies accept, proc-
ess, and sometimes approve applications without evidence
that any of the PNRS procedures have been followed. In most
cases, applicants eventually contact the clearinghouses.

We analyzed the 1973 records of the State clearinghouses in
California, Michigan, and Massachusetts to determine how
often the Federal agencies accepted applications before
clearinghouses were notified. We identified those file
records which showed both the date of clearinghouse notifi-
cation and the date of Federal agency receipt (universe).

The results of our analysis are shown in the following table:
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Number of

applications
accepted by
Federal Amount of
agencies before funds
clearinghouses requested
State Universe notified by applicants
California 344 178 $20,831,816
Michigan 64 8 1,377,030
Massachusetts 133 65 16,045,290

As shown the rate of noncompliance is very significant
in California and Massachusetts, where applicants did not
comply with PNRS about half the time.

Such large-scale noncompliance has caused clearing-
houses to doubt Federal agency intentions. One clearing-
house official advised us that, in some respects, Federal
agency Circular A-95 practices have diminished the prospects
for intergovernmental cooperation because of the growing
animosity caused by such obvious disregard of PNRS.

In some instances, applicants contacted the clearing-
house after the Federal agency had awarded a grant, render-
ing PNRS totally meaningless. Four of the 65 cases of non-
compliance found in Massachusetts fell into this category.
They involved Federal funds of about $1.2 million. Of the
178 cases of noncompliance found in California, 4 grants
totaling $785,000 were awarded before the clearinghouses
were contacted.

In other cases, applicants contacted the clearinghouses
after submitting applications to the Federal agencies, which
subsequently awarded grants before the clearinghouses com-
pleted their reviews. Such action on the part of the Fed-
eral agency causes consternation for clearinghouses because
they often identify issues and hold meetings, only to find
out that the cognizant Federal agency has already approved
the grant. Such occurrences diminish, rather then promote,
intergovernmental cooperation.
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Three of the 65 cases of noncompliance in Massachusetts
were of this type, totaling $114,000. Of California's 178
cases of noncompliance, 27 grants totaling $1.5 million were
similarly awarded.

To eliminate the significant rate of noncompliance with
PNRS, Federal agencies should refuse to accept an ap-
plication subject to Circular A-95 unless (1) clearinghouse
comments or clearances are attached or (2) the time permitted
for clearinghouse review has elapsed.

POOR PNRS COMPLIANCE

Bpplicants, clearinghouses, and Federal agencies ex-
perienced problems in implementing PNRS. Segments of it
were confusing to all parties, and the process was not com-
pletely followed.

Problems of applicants

We noted several factors which contributed to the prob-
lems in the operation of PNRS, particularly as it concerns
the applicant's role. Timely and efficient operation in
large part depends upon the applicant, which must contact
the clearinghouses at the proper time, help resolve issues,
and transmit written comments to funding agencies.

As discussed in chapter 2, OMB, building on past ex-
periences, encouraged applicants to contact clearinghouses
"at the earliest feasible time." The objectives of this
early warning component were to (1) communicate the applicant's
intent to apply for a grant so that interested organizations
could use the information in planning and (2) identify pos-
sible issues and problems so that applicants would be saved
the trouble and expense of preparing a formal application.

OMB considers it critical that clearinghouses be noti-
fied as soon as possible, even if only summary or sketchy
information is available. The purpose is to set the stage
for issue identification, negotiation, and hopefully, resolu-
tion while plans are still flexible., By the time the ap-
plicant completes its application, any issue will have been
resolved or, if not, clearinghouse comments can be readily
prepared.
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On the other hand, if the review occurred when the ap-
plicant had substantially completed a formal application,
it is unlikely that the applicant would be receptive to
suggestions for changes because of the time, money, and
effort it had already invested. As a result, relations
between the applicant and the clearinghouse would probably
become strained to the point that the constructive role of
clearinghouse comments would be substantially impaired.

The early warning component of PNRS was not working
as intended. Rather than submitting notifications, many
applicants submitted final applications to clearinghouses
for review. In some cases, clearinghouses instructed ap-
plicants to submit applications as the first notice. 1In
other cases, applicants consistently submitted applications
rather than notifications, despite instructions to the
contrary.

If the early contact component is to be valid, Federal
agencies must convince applicants as well as clearinghouses
of its benefits. Clarification and elaboration by OMB of
the Circular language could be used to educate applicants.

Federal agencies' instructiong
to applicants are inadeguate

Circular A-95 gives Federal agencies the responsibility
for informing potential applicants of their responsibilities
under PNRS. The agencies usually can use the following
methods: (1) program information material, (2) responses
to inquiries concerning application procedures, and (3)
preapplication conferences.

Because the agencies' responsibilities under Part I
of Circular A-95 were stated in general terms, Federal
agencies were permitted to make many and varied interpre-
tations.

We examined the instructions issued by eight Federal
agencies and certain of their components and by State
agencies which have authority to award project grants under
certain Federal assistance programs. Agencies' instructions
analyzed in more than one region included the Environmental
Protection Agency and LEAA in four regions and the
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Department of Transportation and HEW in two regions. 1In
total, we ascertained and evaluated the means by which 29
organizations, consisting of Federal agencies and their
bureaus, regional offices, or other components, and State
agencies, provided guidance to applicants regarding the
requirements of Circular A-95.

The instructions were generally deficient in one or
more respects. In 6 of the 29 cases, the funding organiza-
tions did not issue written instructions to the applicants.
Agency officials said that they relied on verbal briefings.
In another case, a copy of Circular A-95 was sent to the
applicant.

In the remaining 22 cases, written instructions were
issued to applicants. We analyzed the individual instruc-
tions to determine the number of times the following A-95
requirements were met:

Number of Number of
instructions instructions
which which
contained the omitted the
Requirement requirement requirement
Applicants are to contact
clearinghouses and allow
30 days for review of
notification. 9 13
Applicants are to allow
the clearinghouses 30
more days to review the
formal application if the
clearinghouse so requests. 5 17
Applicants are to attach.
any clearinghouse comments
to the formal application
as sent to the funding
agency. 13 9

Applicants are to attach
a statement that they
considered such comments. 2 13
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Number of Number of

instructions instructions
which which
contained the omitted the
Requirement requirement requirement

Applicants are to attach

a statement that the A-95,

Part I, procedures had

been followed and that no

comments or recommendations

had been received. 9 13

Only 3 of the 22 written sets of instructions contained
all 5 of these requirements. In the remainder, one or more
of the requirements were missing.,

Because the first two requirements are the crux of
PNRS, it is critical that they be communicated to the ap-
plicants. The failure to do so in many cases is a major
reason why there was substantial noncompliance.

The next two requirements concern the transmission of
written comments from clearinghouse to applicant to funding
agency. We found breakdowns in the transmissioh of comments,
particularly from applicant to funding agency; omissions in
the instructions may have contributed to these.

The last requirement essentially provides that an
applicant can submit its formal application without a clear-
inghouse clearance letter if the clearinghouse has exceeded
the time allowed for review. Ag discussed on p. 33, there
was confusion among applicants, clearinghouses, and Federal
agencies as to what constitutes "time allowed for review."

We examined the instructions issued by LEAA to the
Massachusetts Committee on Criminal Justice, the State
agency responsible for approving projects under LEAA's
block grant to the State, and found them adequate. The
instructions which the Committee issued to potential ap-
plicants in the State, however, were deficient. They read,
in part, as follows:
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"LEAA now requires as part of all grant applications
to the Committee on Law Enforcement a statement
that the State and Regional A~95 Clearinghouses
have been sent a copy of the application and the
date the application was sent to those clearing-
houses.

"The application should be submitted to the Clear-
inghouses at the same time, or before, it is
forwarded to the Committee on Law Enforcement.

A copy of the transmittal letter to the Clearing-
house should be forwarded to the Committee.

"Any comments and recommendations made by or
through clearinghouses must become a part of
the application and will be considered in the
final evaluation."

The Committee's instructions do not adequately convey the
requirements that the clearinghouses be notified as early
as possible, because the applicant is allowed to contact
the clearinghouse at the same time it contacts the Federal
agency. The second, fourth, and fifth requirements were
not mentioned.

During 1972, applicants significantly violated the
notification requirement. Only 6 of 90 notifications were
filed with the clearinghouse before being filed with the
Committee. We believe this substantial lack of compliance
is a direct result of inadequate instructions.

In addition to the instructions, the Committee on
Criminal Justice provided applicants with copies of Circular
A-95., The Committee relies heavily on this as a means of
guiding applicants.

At HEW, officials administering the Comprehensive Health
Planning Program are responsible for informing applicants of
the requirements of Circular A-95. HEW's instructions to
the applicants were incomplete. They were as follows:

"The applicant is responsible for submittal of

appropriate copies of the continuation applica-
tion that meets the schedule of review and
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comment periods of State and Metropolitan or
Local Clearinghouses as required under OMB
Circular A-95. In the case of inter-regional
projects, the applicant will make submission
to each A=-95 authority.

" [The application should include a]statement
concerning review by State, Metropolitan or
Regional Clearinghouses as required by OMB
Circular A-95 * % % !

—

They do not mention the early warning component of
PNRS or the consideration or submission of comments.

The success of the PNRS process relieg, to a great
extent, on the instructions Federal agencies provide to ap-
plicants and communication between the two parties. As
noted above, the instructions of funding agencies and their
components are incomplete and, in some cases, inconsistent
with the requirements of Circular A-95. If the benefits
of PNRS are to be attained, instructions should be expanded
by the agencies and reviewed by OMB to insure that appli- |
cant guidance regarding the Circular is clear, complete,
and consistent.

Problems of clearinghouses

Part I of Circular A-95 states the review and comment
responsibilities of clearinghouses and parties which may
be affected by projects proposed for Federal funding. How=
ever, because of differing policy interpretations and de-
cisions, clearinghouses were confused as to how to imple-
ment PNRS. Several groups, without OMB guidance, have
developed their own policies and procedures for implement-
ing PNRS. ©Some of these policies differ from those promul-
gated by A-95.

Uncertainties as to length of time
for clearinghouse review

—

Many clearinghouses are unsure as to the time they have
to review (1) notifications of intent to apply for Federal
assistance and (2) formal applications for Federal assistance.
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This uncertainty stems from the apparent inconsisten-
cies among Circular A-95 and (1) General Services Adminis-
tration (GSA) Federal Management Circular FMC 74-7,1 (2)

section 204 of the Demonsgtration Cities Act,

(3) policies

established by certain clearinghouses in conjunction with
Federal Regional Councils, and (4) policies promulgated

by OMB on individual inquiries.

The requirements which have confused clearinghouse |

officials are tabulated below.

Reguirements Established by
A~95, Part I (PNRS) OMB
Section 204 of the
Demonstration Cities
Act Congress
FMC 74-7 GSA
OMB's publication
"A-95, What It Is--

How It Works" OMB

Time for review

-=-30 days for notifi-
cation

p——

--Indeterminate period
for further review
and consultation

~=-30 days for final
application

60 consecutive days
for applications or
descriptions there-
of

45 days for preappli-
cation

45 days for preappli-
cation (notification)
plus entire PNRS re-
view time, if needed

[oeve—

lThis circular, formerly OMB Circular A-102, prescribes
uniform administrative requirements for grants-in-aid to

State and local governments.
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Because of these conflicting requirements and the unexplained
relationships among them, various interpretations have
been made by clearinghouses.

For example, Texas has adopted a policy that clear-
inghouses have up to 60 days to review applications. Texas
clearinghouses do not require a notification of intent to
apply. On the other hand, Oklahoma State clearinghouse
officials advised us that they allow themselves 30 days
for review of applications but that some of their areawide
clearinghouses allow themselves 60 days. As discussed on
p. 62, OMB advised the State clearinghouse that it has 60
days to review an application if no notification was pro=-
vided.

The San Francisco Federal Regional Council, three of
the four States in its region, and the affected clearing-
houses have adopted a policy that an applicant should con-
tact the clearinghouses at least 60 to 90 days before sub-
mitting the application to the Federal agency. Clearing-
houses, therefore, have 60 to 90 days to complete their
review. The Dallas Federal Regional Council has agreed to
extend HUD's Chief Executive Review and Comment project
to two cities in its region, permitting them to review
and comment on any Federal applications emanating from
their jurisdictions. The Council did not specify any time-
frame for review, however.

The differing periods of time that clearinghouses are
taking to review and comment on applications have not been
communicated, in all cases, to applicants and Federal agen-
cies. Applications were being submitted to and accepted
by Federal agencies on the basis that the time for clear-
inghouse review established by Circular A=95 had elapsed
while, at the same time, clearinghouses were continuing
with their reviews in accordance with their own interpre-
tations and policies. Because they had received no comments
from these clearinghouses within the period prescribed by
the Circular, the applicants considered themselves free to
file their applications with the Federal agencies.

In a publication (see p. 63) which elaborates on Cir-

cular A-95, OMB commented, in part, on the matter of the tim-
ing of the submission of an application to a Federal agency:
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"To recapitulate, the applicant is only off the
hook during the first 30 days, if he has re-
ceived no word from the clearinghouse, or at

the end of the second 30 days if he has received
no written comments from the clearinghouses."

Although OMB is responsible for administering the
Circular, it has not advised all parties of other groups'
differing interpretations of this part of it. To insure
that applications are not being submitted and accepted
prematurely, OMB should clarify the time allowed for clear-
inghouse review so that all parties can follow the same
procedures.

Focal point needed

Our review showed a need for a focal or control point
in each State with regard to clearinghouse operations and
the flow of applications. For example, we found in one-
third of the files we reviewed from California, Michigan,
and Indiana that the applicant had contacted only one of
two clearinghouses that should have been notified.

Furthermore, when two clearinghouses had been contacted,
applicants, in several instances, submitted their applica=-
tions to Federal agencies after they had received a response
from only one clearinghouse. Some Federal agency officials
accepted the applications with clearance from only one
clearinghouse because they thought that the one clearance
letter represented the reviews and results of all clear-
inghouses contacted.

The benefits of PNRS are diminished if clearinghouses
do not coordinate their actions. The problems would be
minimized if, in each State, the State clearinghouse or
the areawide clearinghouses acted as the focal point for
(1) receiving notifications, (2) circulating the notifica-
tions to potentially affected parties, including the other
appropriate clearinghouses, and (3) transmitting all comments
and giving final clearance to the applicant as evidence that
all clearinghouses have fulfilled their responsibilities in
PNRS.
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OMB should encourage the establishment of focal points
in the States to simplify procedures to be followed by
applicants and to make clear to applicants and Federal
agencies that PNRS has been completed.

Transmittal of comments

In several cases applicants did not include in their
applications to the Federal agencies all comments they had
received. This prevented the Federal agencies from review-
ing all comments regarding the proposed project.

OMB should require that the clearinghouses designated
as the focal point in PNRS include in their clearance let-
ters to applicants a list of all parties that have partici-
pated in PNRS and indicate those parties that have responded.
This procedure would alert the Federal agencies as to what
documents should be in the application package.

Resolution of comments

The State and areawide clearinghouses we visited gen-
erally did not attempt to resolve all issues raised by
other parties.,

One central theme of the review and comment process is
that formal communication channels should be established to
encourage people to talk to one another. This communica-
tion need peaks when questions and controversial issues
are raised in the review process. Circular A-95 provides
that clearinghouses may work with applicants to resolwve
issues that arise. Clearinghouse officials advised us
that they interpreted this statement to mean that most
issues, if not all, should be resolved at the clearing-
house level. Irrelevant and superficial issues would gen-
erally be eliminated. 1In cases in which adverse comments are
significant and controversial and negotiations have reached
an impasse, formal written comments would be submitted to
the applicant.

Typically, clearinghouses resolve issues either by
negotiating directly with applicants or by acting as a
mediator between commentator and applicant. Resolution
efforts can also take place directly between applicants and
commentators, with no involvement by the clearinghouses.
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Clearinghouse officials said that PNRS review often
resulted in resolution of issues or questions and in changes
to projects and in dollar savings. For the most part,
however, these "success stories" were not documented.
Clearinghouse officials said that, in many cases, resolu-
tion was accomplished by means of telephone contacts or
short meetings which were essentially exchanges of infor-
mation. In others, face-to-face meetings were held; some-
times several were needed to reach a conclusion. An of-
ficial at one areawide clearinghouse we visited estimated
that 100 conferences were held in a l-year period.

At the conclusion of consultation efforts, all issues
are either resolved to all the participants' satisfaction
or gsome or all remain unresolved. For unresolved issues,
the clearinghouse prepares formal written comments.

Areawide clearinghouses have made progress in volun-
tarily setting up resolution procedures, particularly when
their own issues are involved or when regional controver-
sies have erupted. However, they need to put more effort
into acting upon comments of others, including comments
made by State agencies.

For example, we contacted officials in cities and
counties in one areawide clearinghouse's jurisdiction to
determine what happened after they raised issues and sub-
mitted comments. They said that they rarely heard any-
thing, or were notified, to the effect that their comments
had been received. They suspected their comments were ig-
nored and became very frustrated with the entire process.
Two officials advised us that their cities had stopped
commenting, feeling that no one paid attention. Areawide
clearinghouse officials advised us that they do not, as a
matter of policy, attempt to resolve issues which impact
at the local level, preferring to resolve only regional
issues.

The State clearinghouses generally made no attempt to
act upon comments made by State agencies. We contacted
three agencies in one State which had made substantive
comments on several projects. A State agency official
said that he felt very strongly that the agency's comments
should be acted upon because of the significant issues
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involved and because the Federal agencies occasionally
"whitewashed" the comments.

In our opinion, a strong and active consultation and
resolution process is essential to a viable review and
comment process. It appears that the greatest opportunity
for resolving issues exists at the clearinghouse level,
where problems may be addressed before applicants submit
their applications to the Federal agency. This opportunity
appears to diminish after formal comments are written and
submitted to the Federal agency.

We believe that consultation between applicants,
clearinghouses, and commentators can produce resolution
which will improve the applicant's proposal and make for
an easier funding decision at the Federal level. There-
fore, OMB should encourage clearinghouses to assume greater
responsibility for resolving conflicts arising through PNRS.

Funding agencies not providing
information to clearinghouses

Circular A-95 provides that Federal agencies and
State agencies authorized to award project grants notify
clearinghouses within 7 days of any actions--approvals,
disapprovals, and returns for amendment--taken on appli=-
cations subject to PNRS, The Circular also provides that,
when clearinghouses assign identification numbers to an
application, the funding agency refer to such numbers in
the feedback notification.

According to OMB, the purpose of the feedback of in-
formation centers on the role of the clearinghouse as a
comprehensive planning agency. Up-to=date information on
the decisions made by funding agencies is critical to the
comprehensive planning process in that it enables clearing-
houses to make adjustments in their assumptions, projec-
tions, and other planning elements.

We interviewed officials and examined records at 13
clearinghouses in 4 States to determine if they were re-
ceiving information on Federal funding decisions. We also
visited 19 funding agencies in 7 States to determine if they
were providing the required information,
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Clearinghouse officials said that, in their opinion,
the feedback procedure was a failure. One official said
that the first time he learned of Federal agency action
in a particular case was when he read about the award in
newspapers. Other clearinghouse officials said that they
resorted to constant and time-consuming efforts to obtain
data from applicants.

In California only one of the seven funding agencies
we visited was providing feedback; two were providing
partial feedback. LEAA was sending information to the
State clearinghouse, the Department of Transportation was
sending information when the clearinghouses commented, and
Interior was sending information to both clearinghouses.
In Michigan and Indiana only one of seven funding agencies
visited was complying--Michigan's State Office of Criminal
Justice Programs. None of the two and three agencies
visited in Texas and Massachusetts, respectively, were
complying.

Clearinghouse officials said that they wanted infor-
mation on the grant decisions of funding agencies. They
reiterated the reasons expressed by OMB and said the data
was needed to determine the impact of clearinghougse comments
and recommendations. One clearinghouse official said that,
without feedback, it was difficult to determine what com-
ments were of help to funding agencies.

Most of the Federal agency personnel contacted were
unaware that Circular A-95 required the feedback of infor-
mation. Some officials thought that the requirement was
the same as that under OMB Circular A-98 (now Treasury
Circular 1082), which requires that Federal agencies notify
State central information reception agencies within 7 days
of any grant award action.

Federal agency officials said that they thought that
submission of Circular A~98 data satisfied both require-
ments. This is not so because (1) all Circular A=95~-cov-
ered programs are not covered by Circular A-98 and (2)
Circular A-98 data is filed for award actions only and is
sent only to the State central information reception agen-—
cies which, in many cases, are not the State clearinghouses.
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When apprised of the existence of the Circular A-95
requirements and the relationship between them and the
Circular A-98 requirements, several Federal agency offi-
cials agreed to attempt to submit the data. They said
they would send the clearinghouses copies of the grant
award letters sent to grantees.

OMB learned of the problems of compliance with this
requirement from a July 1971 report by the Council of State
Governments on implementing the Intergovernmental Coopera-
tion Act. The report stated that the Federal agencies
have either confused the A-95 feedback-of-information re-
quirement with Circular A-98 requirements or have totally
overlooked it and concluded that the A-95 feedback require-
ment "has been almost non-existent." However, OMB was
unable to correct the problem.

OMB will have to set out, in Circular A-~95, the dif-
ferences between its feedback requirements and those of
Circular A-98 before funding agencies will begin to comply.
Furthermore, OMB should seek to achieve timely and accurate
reporting of funding actions underxr a system of total pro-
gram coverage for PNRS.

CONCLUSIONS

PNRS, designed to carry out the review and comment
feature of Part I of Circular A-95, is not achieving its
full potential to improve intergovernmental cooperation.
Pervasive violations of basic requirements, widespread con=-
fusion and misunderstandings among all parties, and a gener-
al lack of clarification and guidance by OMB have all con-
tributed to problems in the process.

All parties are prone to not comply with important
parts of PNRS. Applicants fail to give clearinghouses and
potentially affected parties an opportunity to review and
comment on proposals. Clearinghouse operations are such
that PNRS could break down in several key areas, resulting
in the loss of potential benefits. Federal agencies are
not adequately instructing applicants on PNRS requirements
and are not insuring that proposals are afforded PNRS bene-
fits. OMB's low-keyed approach to implementing the Circular
has contributed to and, in some cases, caused the problenms
discussed in this chapter.
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RECOMMENDATIONS

We recommend that, to improve intergovernmental co-
operation, OMB revise Part I of Circular A-95 to:

--Clarify the time at which an applicant should notify
the appropriate clearinghouse.

—--Encourage early contact between an applicant and
clearinghouses by emphasizing the benefits to be de-
rived by such contacts.

--Clarify the length of time that clearinghouses and
potentially affected parties have to review pro-
posals for Federal funding before the applicant
submits its application to the Federal agency.

--Encourage clearinghouses to establish a focal point
for receiving and clearing proposals.

-=-Encourage clearinghouses to arrange consultations
to resolve all issues raised before the submission
of the application to the Federal agency.

--Require clearinghouse clearance letters to list
the parties involved in the review and indicate
those which have commented.

--Direct the Federal agencies to refuse to accept an
application subject to Circular A-95 unless (1)
clearinghouse comments or clearances are attached
or (2) the time permitted for clearinghouse review
has elapsed.

We also recommend that OMB:
—--Direct Federal agencies to include all PNRS require-~
ments in their internal instructions and instruc-

tions issued to applicants.

~-Direct funding agencies to notify clearinghouses of
the disposition of applications.

--Consider establishing uniform PNRS application pro-
cedures.
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AGENCY COMMENTS

OMB endorsed many of the above recommendations. Re-
garding those concerning clarification, OMB explained that
its publication on the Circular amplified the Circular's
basic provisions. Since the document is not mentioned in
the Circular and is not routinely distributed to applicants,
we suggest that OMB incorporate the document by reference
in the Circular so that the applicant is aware that clari-
fication is available.

In other instances, OMB proposed to reword parts of
the Circular to minimize possible misunderstandings and gain
greater Federal agency compliance. We accept the proposed
actions.

OMB expressed concern about imposing uniform operating
procedures which would inhibit the flexibility of clear-
inghouses. We understood OMB's concern but suggested that
OMB congider adopting a standard application form for A-95
programs. In reply, OMB stated that it will seek, insofar
as practicable, to secure uniformity in Federal procedures.
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CHAPTER 5

ASSESSMENT OF THE APPLICATION OF CIRCULAR A-95
PROCEDURES TO DIRECT FEDERAL DEVELOPMENT PROJECTS

Federal agencies engaged in direct development proj-
ects—--such as the planning and construction of buildings,
installations, and other public works facilities--have not
consistently notified State and local governments and clear=-
inghouses of their development activities though required
by OMB Circular A=95. As a result projects undertaken by
certain Federal agencies met with delays, cost overruns,
and adverse reactions from citizens and from officials of
affected governmental units, which possibly could have been
avoided had the agencies sufficiently notified the appro-
priate clearinghouses of their plans. The inconsistent com-
pliance with the Circular can be traced to a general lack
of guidance by OMB as to the specific responsibilities of
the Federal agencies.

Direct Federal development projects can have as great
an impact on the area in which they are located as projects
conducted by State and local governments and other organi-
zations with Federal assistance. Thus, direct Federal de-
velopment projects were included in the scope of the Inter-
governmental Cooperation Act of 1968 and encompassed by
Part II of OMB Circular A-95.

Part II of the Circular is general in describing the
nature and scope of projects to be covered. Basically
Federal agencies having responsibility (1) for the planning
and construction of Federal buildings, installations, and
other public works facilities and (2) for acquiring, using,
and disposing of Federal land and real property are re-
guired to consult with State and local officials and the
appropriate clearinghouses. Federal agencies are expected
to obtain information about the relationship of their pro-
posed projects to the plans and programs of affected State,
areawide, and local governments and to insure maximum feasi-
ble consistency of their proposed projects with these plans
and programs.
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FEDERAL AGENCY COMPLIANCE WITH
PART II OF OMB CIRCULAR A-95

The development activities of five Federal agencies
showed a wide divergence in practice in complying with the
Circular. The agencies are the General Services Adminis-
tration (GSA), the Veterans Administration (VA), the De-
partment of Transportation--U.S. Coast Guard, the Department
of the Army--Corps of Engineers, and the Postal Service.

Adequate compliance

GSA and the Corps of Engineers generally notified the
appropriate clearinghouses of proposed projects. Both
agencies are well known for their involvement in Federal
public works projects, and generally were contacting State
and local governments regarding proposed projects even
before the advent of the Intergovernmental Cooperation Act
and OMB Circular A-95. In our opinion, the high visibility
and volume of GSA and Corps projects are major reasons why
these agencies generally provide adequate and timely notice
to parties which could be affected.

The Corps follows procedures which go beyond the gen-
eral requirements of the Circular. For example, the Corps
provides clearinghouses with

~—reports on site investigations,
--records of public hearings,
~—completed survey reports, and
--~drafts of final project reports.

When Corps projects do not conform to State, regional, or
local plans, Corps procedures require adequate justification
of any departures. Final reports on proposed Corps projects
include clearinghouse comments and the Corps' position.

GSA's internal instructions implement the general re-
quirements in Part II of A-95. The only shortcomings are
a lack of guidance concerning disposition of comments and
a lack of mechanisms for feedback to clearinghouses. These
shortcomings, however, stem from insufficiencies in the
Circular language as discussed on pages 49 and 50.
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Poor compliance

Some agencies whose projects are incident to their
basic responsibilities did not routinely or consistently
notify clearinghouses of their development plans. VA
generally did not notify cognizant clearinghouses of planned
projects, and the Postal Service notified clearinghouses of
only certain types of projects.

For example, VA is replacing an existing hospital in
San Francisco with a larger facility costing nearly $15
million., VA did not notify the appropriate clearinghouses
in the area nor the regional health planning agency during
planning for the facility.

When the regional health planning agency learned of
this project, it urged VA not to build the expanded facility
until certain health care problems in San Francisco could
be explored. These problems included excess bed capacity
in community hospitals and a lowered occupancy rate at VA
hospitals in the area. VA refused to postpone construction
and the new facility is currently being built.

To determine whether VA's noncompliance with the Cir-
cular was a general practice, we contacted nine State and
nine areawide clearindghouses for localities where VA was
planning the construction of nine hospitals costing an
estimated $424 million. Only three clearinghouses told us
that they had been notified by VA as required by the Cir-
cular.

OMB files showed that clearinghouses and other parties
in various parts of the Nation had complained to OMB that
direct development projects of several Federal agencies had
not been submitted for review though required by the Cir-
cular.

The major benefit of the notification of clearing-
houses of proposed Federal projects is the early identifi-
cation of issues which, if unresolved, will adversely affect
the project itself and the affected community. The fol-
lowing example concerns a Federal project which was not sub-
mitted to clearinghouses for reviewv.
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Regulations of the Department of Transportation for
implementing Circular A-95 require that, as a minimum,
clearinghouses should be notified 90 days before the actual
beginning of construction of a project. The San Francisco
Coast Guard District did not implement these instructions
until the fall of 1972 when, according to District officials,
a new official arrived who was aware of the review and com-
ment process and thought that the Coast Guard should comply.

In November 1969, the Coast Guard decided to build a
personnel housing complex at Point Reyes Station in Marin
County, California. Approximately 30 miles north of San
Francisco, the location is a small ranching community with
a population of about 400 people.

The Coast Guard acquired 32 acres as a site for the
facility in June 1971. 1In July 1972, construction of a $l.l
million complex to house approximately 170 people began.

The Coasgt Guard did not notify the State and areawide
clearinghouses (1) when it decided in 1969 to build the
complex and (2) when the site was acquired in 1971. The
Coast Guard notified the areawide clearinghouse only after
the clearinghouse learned of the project from a private
citizen and had requested the Coast Guard to furnish infor-
mation. This notice was in August 1972--after construction
began.

Although the Coast Guard did not notify the clearinghouses
until construction was underway, it had made earlier contacts
with certain State and county agencies regarding the pro-
vision of sewage treatment facilities for the housing com-
plex.

The North Marin County Water District was given the
responsibility for designing and constructing a wastewater
facility to serve the complex. The use of this agency was
prompted by the Regional Water Quality Contrxrol Board, San
Francisco Bay Region (a State agency), which urged the
Coast Guard not to construct its own wastewater facility.

In June 1972, the North Marin County Water District agreed
to build the wastewater facility for $134,000, at Coast
Guard expense. Expected completion date of the facility was
December 1972.
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As construction of the housing proceeded, the North
Marin County Water District encountered problems in locating
a site for the facility. Concerns over the site location
as well as over a secondary impact relating to its poten-~
tial for growth inducement were raised during a review of
the facility's environmental impact. Potential sites were
abandoned after geologic and soil tests (Point Reyes is on
the San Andreas fault) showed that they were unsuitable for
the sewage pond needed in conjunction with the sewage treat-
ment' facilities. Also the Regional Water Quality Control
Board insisted that all water runoff from irrigation (a means
of dispersing treated sewage water) be recaptured and re-
cycled through the treatment facility. These problems post=-
poned construction of the sewage treatment plant and in-
creased the cost from the original estimate of $134,000 to
$308,000.

P

ro—

The Public Works Department of Marin County stated
that, had it known of the project earlier, it would have
told the Coasgt Guard before construction of the housing com-
plex began that any place in the Point Reyes area would have :
sewage problems due to the soil and earthquake hazards.

The San Francisco Bay Regional Water Quality Control
Board stated that it could have told the Coast Guard before
construction began that it was impossible to disperse the
treated sewage discharge by the irrigation method without
retaining the runoff.

In addition a professor of geology who helped prepare
the environmental impact report for the sewage treatment
plant stated:

"The trouble the Water District has had with siting
this sewage disposal facility is a case in point.
The proper time to have made the environmental
impact study was when the Coast Guard was consid-
ering the location of its housing project. An
in-depth environmental impact study made then,
with proper attention to sewage disposal, would
have disclosed the problemg the Water District

is now faced with, and would probably have resulted
in the Coast Guard locating its housing else-
where. As it is, we have been in the difficult
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situation of having to determine the least undesir-
able site for a sewage treatment facility that has
to be built regardless."

The housing complex was completed in January 1973. At
the time of our review, construction of the sewage treat-
ment facilities had not begun. It appears that additional
delays may continue to postpone construction. Meanwhile,
sewage is being trucked away at a cost of $5,000 per month.

The intent of the requirements of Circular A-95 is to
assist in the planning of projects by providing a means of
identifying potential problems and issues as early as pos-
sible. In the above example, many of the problems experi-
enced by the Coast Guard could probably have been avoided
or at least minimized had it complied with the Circular.

INADEQUATE OMB GUIDANCE
TO FEDERAL AGENCIES

The inconsistent compliance with the Circular by Fed-
eral agencies 1is attributable to OMB's general lack of
guidance. In implementing the Circular, OMB did not identi-
fy the types of projects to be covered. Further, OMB did
not provide further instructions to the agencies enabling
them to develop their own systems to carry out the purposes
of the Circular.

What development projects are covered

Part II of the Circular sets forth a general concept
of coordination, which provides that all Federal agencies
engaging in direct Federal development activities consult
with clearinghouses.

Though this statement clearly indicates the applica~
bility of the provisions of the Circular to all Federal
agencies and their direct development projects, there is,
as a practical matter, limited value to notifying clear-
inghouses of every project regardless of type and size.
For example, at one Army installation, planned direct
development projects ranged from expanding a large medical
complex to converting an administration building back to
its original use as a barracks for unmarried enlisted men.
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Coupled with the absence of exception procedures in Part II,
the foregoing explains in part why individual agencies were
unsure of the applicability of the Circular to their activ-
ities and believed that compliance with the Circular was
discretionary.

For example, the Postal Service in the San Francisco
area was only partially complying with the Circular. As
a matter of policy, officials had determined that neighbor-
hood postal facilities were local in impact and, therefore,
not subject to the Circular. They believed that only major
projects, such as regional handling facilities, should be
subject to its requirements. Once this policy was adopted,
State and areawide clearinghouses were not notified regard-—
ing neighborhood facilities.

Postal Service records showed that, in various parts
of the Nation, parties had complained about the construc-
tion of individual neighborhood postal facilities. Plans
for these facilities had not been submitted to clearing-
houses for review because of the above-mentioned policy.
The following example illustrates the problems encountered
as a result of the application of this policy.

In February 1972, the Postal Service requested the
Corps of Engineers to survey available sites in Pleasan-
ton, California, for a neighborhood postal facility.l During
their survey, the Corps contacted the Community Dewvelopment
Department and the Engineering Department of the city of
Pleasanton solely to determine whether a preferred site
could be rezoned for a post office facility. The Director
of Community Development replied that any property owner,
including public or quasi-public institutions, could apply
for rezoning.

lThe Service and the Corps had previously agreed that re-
sponsibility for the acquisition, design, engineering, and
construction of Postal Service facilities would be trans-
ferred to the Corps. The Service retained responsibility
for policy determination and program management. This
agreement took effect on July 1, 1971, and lasted until
June 30, 1973.
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He told the Corps, however, that the c¢ity could not
decide on the feasibility of constructing a post office at
the site since neither the Corps nor the Postal Service had
presented enough details concerning the project. He further
stated that the traffic circulation patterns around the sub-
ject gite were a problem, complicated by the site's proximity
to a high school, a community park, and a swimming pool.

The Director advised the Corps that subsequent discussions
could resolve these concerns,

The Corps enclosed these comments in an August 1972
survey report to the Postal Service. According to Pleasan-
ton's City Manager, heither the Corps nor the Postal Service
discussed these issues any further.

In June 1973, the Corps purchased the site for $356,500.
The Pleasanton City Manager told us that when he heard rumors
that the sale was in process he sent a letter to the property
owher's agent, with a copy to the Postal Service, again set-
ting forth the city's concerns regarding the proposed use of
the site. The concern about traffic congestion was repeated.
In addition, the City Manager suggested that the building
might not be able to get a sewer connection.

The City Manager told us that the city heard nothing
from the Postal Service. On August 22, 1973, he wrote di-
rectly to the Postal Service, stating that:

"As vet the city has not been advised as to the na-
ture of this facility or reviewed any design for
the proposed building. The property is now zoned
agricultural and the proposed use would, therefore,
require a rezoning. In addition, I am sure you
are aware of the problems related to sewage treat-
ment capacity in our city, and at the present time
we see no possible means of sewering a post office
in that location., * * * the City Council expressed
some concern over the apparent plans to proceed
with this matter without involving the city in any
specific way."

He closed by stating that, without seeing any plans, he

was certain that the city opposed the building of a post
office on the site.
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The City Manager told us that the city was very disturbed
by the Postal Service's failure to make notification,
either directly to the city or through the A-95 process. He
said the city's primary concern was protecting the integrity
of its general plan, which designated a specific section of
the city for public buildings. He added that the Postal
Service had selected a site in an area which the city consid-
ered inappropriate.

On September 7, 1973, the Postal Service wrote to the
city explaining its need for a new facility and its prior
relationship with the Corps.

The Postal Service said the Corps, acting as an agent
of the Postal Service, should have contacted Pleasanton and
that, if such contacts had not been made, apologies were in
order. The Postal Service went on to state that the acqui-
sition of property by the Federal Government eliminates the
zoning upon it and that a post office would be built on the
property. The Postal Service assured the city that it would
discuss the design of the building with the city.

The city was still unsatisfied and replied, on September
18, 1973, that the problems were still unsolved. The city
held that the problems were serious, but not insurmountable,
and could therefore be solved by negotiation.

At the time of our review, these problems had not been
resolved to the city's satisfaction. It appears that, with
the acquisition of the site by the Postal Service, there is
limited potential for negotiation. A Postal Service official
told us that the Pleasanton site was a problem case. He
added that the construction schedule has slipped considerably
and costs have escalated. Efforts would have to be made to
negotiate the problems. If Pleasanton was right about the
problems, the site might have to be sold. We noted, however,
that the Postal Service has hired an architect-engineer to
design the building. Postal Service officials told us that,
when plans are completed, they will meet with city officials
and attempt to resolve the problems.

Compliance with Circular A-95 might have precluded this
confrontation between the Federal Government and the city of
Pleasanton. Further, it appears that the delays and increased
construction costs could have been avoided. Had the city
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been notified of the planned facility before site acquisi-
tion, there would have been an opportunity for selecting a
mutually acceptable site.

In addition this example illustrates a conflict with
the basic philosophy underlying Circular A-95. Clearing-
houses are denied one of their basic prerogatives, hamely,
the opportunity to determine on behalf of a community the
impact of individual development projects.

In our opinion, OMB, the Federal agencies, and clearing-
house organizations need to resolve the uncertainties regard-
ing what direct Federal development projects are covered by
the Circular and need to establish a procedure for obtaining
exception from the Circular requirements when warranted.

Federal agency procedures

To carry out Part II of the Circular, OMB directed the
Federal agencies to establish procedures to implement the
general concepts of coordination and cooperation. Federal
agencies were expected to use clearinghouses for obtaining
review of and comments on individual projects. However, OMB
did not give further instructions to the agencies to enable
them to set up their own systems. For the most part, Federal
agencies' implementing policies and regulations basically
restated the general concept of coordination and cooperation
contained in Part II without elaboration or clarification.
When agencies did establish definite procedures, OMB did not
review them for conformity with the reguirements of the Cir-
cular.

When to obtain clearinghouse comments

Part II of the Circular stated that consultation with
clearinghouses on Federal projects is to occur "* * * at the
earliest practicable stage in project or development plan-
ning." The presumed purpose of early consultation is to
identify conflicts before the Federal project progresses too
far. However, the interpretation of the phrase "earliest
practicable stage" was left to each Federal agency. As a
result, the interpretations of the various agencies differ
and, in one case, conflict with the objective of the Cir-
cular.
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For example, VA's regulations, which adopted the lan-
guage of Part II, require consultation with clearinghouses
after initial approval of a project by the Administrator of
Veterans Affairs. A VA official advised us that by this
time, the site has been selected, VA's Construction Method
Determination Board has reviewed the project, and the proj-
ect has been initially approved. As noted earlier, VA's
requirement severely limits the opportunity for resolving
any conflicts which may be identified by a clearinghouse's
review of a project.

A Postal Service official suggested that clearinghouses
be contacted after the Postal Service obtains purchase op-
tions on the several sites under consideration but before a
site is acquired. This would keep land acquisition costs
at a minimum by reducing the adverse effects of land specu-
lation while still providing for local input before a final
decision is made. These procedures have not been incorpo-
rated into Postal Service regulations but are included in
the scope of a Postal Service study of site acquisition ac-
tivities.

In contrast, the regulations of several agencies have
supplemented Part II of the Circular to specify a point in
the development of a project at which clearinghouses should
be notified. GSA regulations provide for notification 60
days before the initiation of a survey, while Department of
the Interior regulations require consultation at least 6
months before the undertaking of a project.

Department of Transportation regulations require noti-
fication as early as possible in project planning but no
later than 90 days before the actual beginning of construc-
tion. However, in the Coast Guard example cited on page 47,
the 90-day clearinghouse contact requirement would not have
alleviated all of the problems encountered because the land
was acquired 1 year before construction began.

We believe that Federal agencies can benefit greatly
from consultation with clearinghouses before major expendi-
tures or firm commitment to a specific site. Therefore, OMB
should work with each Federal agency to reach agreement on
the point in time when clearinghouses should be notified and
make sure that these determinations are incorporated into
agencies' regulations.
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Length of time for
clearinghouse review

There is misunderstanding between Federal agencies and
clearinghouses about the time a clearinghouse has for review
of a notice of a direct Federal development project. Because
Part II of the Circular is silent on this point, the imple-
menting regulations of Federal agencies vary widely. The
regulations of three Federal agencies implied that the re-
view period is the same as that under Part I--30 days. If
a clearinghouse has not replied within that time, the Federal
agencies presume that the review is completed.

Another Federal agency instructs clearinghouses to reply
within 60 days, while the regulations of other Federal agen-
cies reviewed did not mention how long clearinghouses have
to review their projects. Thus, agency officials in Wash-
ington and the regions are allowed to variously interpret
this step of the consultation process.

A clearinghouse official told us that he and his fellow
officials did not, as a rule, limit their reviews to 30 days.
Most notifications are disposed of quickly but others take
as long as 60 days. The official was unaware that the agen-
cies were limiting the time given the clearinghouse and said
that clarification of the period for review was needed.

Thus, OMB should clarify this step of the consultation
process to insure complete understanding between the parties
regarding the length of the review period; otherwise the
benefits will be lost or severely reduced.

Comments and feedback

Part II makes little mention of the subjects that clear-
inghouses are to comment on and does not mention how Federal
agencies should dispose of clearinghouse comments. This
lack of definition is in contrast to Part I, which does set
forth instructions regarding the subject of reviews and the
disposition of comments.

The Circular states that clearinghouses should consider
the relationship of the direct Federal development plan or
project to the plans and programs of the State, area, or



locality in which the project is to be located. The imple-
menting regulations of Federal agencies generally adopted
this language.

Clearinghouse officials told us that they are confused
and unsure about their role of commenting on direct Federal
development projects because of the inadequate language in
Part II. Furthermore, since the Federal agencies' headquar-
ters' policies and procedures did not elaborate on the Cir-
cular language, cognizant Federal officials could not guide
clearinghouse officials.

Part II makes no mention of feedback of Federal deci-
sions to the clearinghouses. The regulations of three Fed-
eral agencies, however, require that clearinghouses be ad-
vised of Federal decisions when the project conflicts with
the clearinghouse comments or the plans of State and local
bodies. This step of the coordination process was evidently
borrowed from Part I. The other Federal agencies we reviewed
have not adopted a position or procedure for feedback.

One clearinghouse official said that no feedback is
received from Federal agencies on (1) clearinghouse comments
or (2) the final decision of Federal agencies. For example,
GSA was notifying the clearinghouse of proposed surplus prop-
erty dispositions but was never announcing what party had
actually received the property. According to the official,
the clearinghouse's interest was greatest when it had fur-
nished comments to the Federal agency but it was also inter-
ested in general information.

CONCLUSIONS

OMB's implementation of the redquirements of the Inter-
governmental Cooperation Act of 1968 relating to Federal
development projects has not been totally successful. Fed-
eral agencies have not consistently notified State and local
governments and clearinghouses of the development activities
though required by Part II of Circular A-95. As a result,
some Federal agencies have undertaken projects which do not con-
form to State and local plans. Further, projects undertaken
by certain Federal agencies met with delays, cost overruns,
and adverse reactions from citizens and government officials
which could have been avoided had clearinghouses been suffi-
ciently notified of proposed projects.
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The inconsistent compliance of the Federal agencies and
the adverse effects thereof can be traced to a general lack
of guidance by OMB as to their specific responsibilities.

In implementing Part II of Circular A-95, OMB did not iden-
tify what types of projects are to be covered. Instead, OMB
directed the Federal agencies to establish their own imple-
menting systems but did not further instruct them as to how
these systems should be designed.

RECOMMENDATIONS

We recommend that OMB revise Part II of Circular A-95
to:

--Define the nature and scope of projects to be covered,
with provision for exceptions when justified.

--Define the point during project development at which
Federal agencies should notify clearinghouses of pro-
posed projects.

--Fix the length of time that clearinghouses have to
review and comment on proposed projects or provide
alternative arrangements for coordinating Federal
agency and clearinghouse planhing.

--Define the issues that clearinghouses should routinely
consider in reviewing proposed projects.

--Prescribe procedures for Federal agencies to follow in
responding to clearinghouse comments and providing
feedback to clearinghouses on actions taken.

We also recommend that OMB review the instructions and
guidelines developed by individual Federal agencies, and,
when necessary, redquire that revisions be made so that they
conform with the requirements of Part II of the Circular.

AGENCY COMMENTS

OMB said that the recommendations for improving Part II
were constructive and generally agreed to by the Federal
agencies. As part of its study of overall revision of the
Circular, OMB stated that it will consider revisions of Part
II within the framework of the Federal agencies' own regula-
tions and our recommendations.
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CHAPTER 6

OMB ADMINISTRATION OF CIRCULAR A-95

As discussed in chapters 4 and 5, most of the problems
associated with implementing Circular A-95 can be traced to
a general lack of guidance by OMB as to the specific respon-
sibilities of Federal agencies. Our recommendations in those
chapters are directed to the subjects needing clarification
and/or elaboration. However, we believe that OMB must, at
the same time, develop an aggressive system for insuring that
the Circular is consistently and uniformly implemented by
the Federal agencies or problems will simply persist.

OMB APPROACH TQO ADMINISTRATION

Responsibility for administering the provisions of the
acts which serve as the legal basis for Circular A-95 was
delegated by the President to OMB by memorandum. The memo-
randum provides that OMB coordinate the actions of Federal
agencies in order to attain consistent and uniform action by
the agencies.

The administration of the Circular at the OMB level is
assigned to a single official who has no full-time support
staff. In dealing with about 500 clearinghouses and 22 Fed~-
eral agencies, OMB must rely heavily on these organizations
for day-to-day administration of the Circular. To carry out
the concepts of Circular A-95, OMB directed Federal agencies
to develop their own regulations and procedures for imple-
mentation. For agencies administering Federal assistance
programs covered under Part I, two sets of procedures were
to be developed--one for the agencies themselves and another
for State and local governments and other organizations
applying for assistance. Individual operating groups with-
in some Federal agencies were allowed to develop their own
procedures either in lieu of or supplementary to agency-
wide procedures. Currently Part I covers assistance programs
administered by 22 Federal agencies. Further, all Federal
agencies engaged in direct development projects were to de-
velop internal procedures for implementing Part II.
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Each Federal agency whose activities were covered under
Parts I and II was to designate an official as A-95 liaison
officer to work with the OMB official responsible for admin-
istering the Circular.

REVIEW OF AGENCIES' REGULATTIONS

The regulations and procedures of individual agencies
for implementing Circular A-95 vary considerably. OMB did
not identify the significant variances among the agencies'
regulations, which were indications that individual agencies
were unsure of how to interpret the requirements of the Cir-
cular and, therefore, required additional guidance from OMB.

For example, GSA regulations provide for notifying
clearinghouses 60 days before GSA surveys potential site
locations for a direct development project. This would
seem to allow sufficient opportunity for resolving any prob-
lems which may arise as a result of clearinghouse review.

In comparison, VA regulations provide that clearinghouses

be notified of a project after initial approval by the Admin-
istrator of Veterans Affairs. We found that, by the time a
VA project is initially approved by the Administrator, the
site has been selected and VA's Construction Methods Deter-—
mination Board has reviewed the project. In our opinion,
notifying clearinghouses of a project at such a stage of
development can severely limit the opportunity for resolving
problems which may be identified during clearinghouse review.

Although OMB has approved the regulations of the Fed-
eral agencies for implementing the Circular, OMB has not
identified cases in which regulations are inconsistent with
the Circular. We believe that OMB should review these reg-
ulations and, where necessary, redquire revision to insure
consistency.

ROLE OF LIAISON OFFICERS

OMB has not defined the role of agency liaison officers.
To determine their functions, we interviewed the officers of
11 Federal agencies. All officers served as the focal point
within their agency for disseminating Circular A-95 material,
such as agency regulations and OMB publications. For the
most part, the time spent on A-95 matters was very limited
because all officers carried out other duties.

59



Of the 11 officers contacted, 6 were responsible for
formulating agencywide regulations and procedures for im-
plementing the Circular. The remaining 5 officers had little
or no involvement in developing the agencies' regulations
and procedures.

Six of the 1l agencies allowed agency components to
develop A-95 procedures in lieu of, or to supplement, agency-
wide regulations. In four of the six agencies, the liaison
officers did not review procedures developed by the agencies'
components.

Several officers sald OMB was quite responsive to the
requests for assistance regarding the Circular. However,
they added that communication with OMB was infrequent be-
cause OMB did not often initiate contact but preferred to
wait for inquiries. 1In one instance over a year passed be-
fore it came to OMB's attention that an agency no longer had
a liaison officer.

OMB MONITORING

OMB does not actively monitor the compliance of Fed-
eral agencies with Circular A-95. OMB feels that, because
of limited support staff, it must monitor compliance on a
passive case-by-case basis, relying on complaints from clear-
inghouses.

Circular A-95 provides that OMB may require the Federal
agencies to report periodically on the implementation of Part
I. The 11 liaison officers we contacted could not recall any
reduests from OMB for compliance reports within the last 3
years. Most of the liaison officers we contacted believed
that either (1) they were not responsible for monitoring
compliance or (2) any attempts to monitor compliance would
not be worth the effort.

Under OMB's passive approach to monitoring compliance,
when a clearinghouse complains that a Federal agency has not
complied with the Circular, OMB asks the agency to contact the
clearinghouse to attempt to resolve the problem and asks to
be apprised of the outcome. Thus OMB is made aware only of
those problems which clearinghouses find out about and choose
to bring to OMB's attention.
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OMB officials expressed satisfaction with their success
in dealing with Federal agencies when documented complaints
regarding the agencies are received. However, OMB officials
recognize that most clearinghouses do not bother to write
OMB when they have complaints. 1In many instances, a clear-
inghouse is unaware of noncompliance until the agency has
taken action on an application for Federal assistance.

At this point, a clearinghouse may consider it to be too
late to formally complain to OMB, unless it wishes to

try to guard against a recurrence of the problem. Were a
similar problem to arise, it is unlikely that OMB would be
aware of it unless the clearinghouse or another party docu-
mented and reported the circumstances.

Also clearinghouses were reluctant to complain to OMB
about the failure of agencies to comply with the Circular
because the clearinghouses were funded, in part, by the same
agencies.

PROMULGATION OF OMB POLICY
INTERPRETATTIONS AND DECISIONS

OMB responds readily to inquiries from clearinghouses,
applicants for Federal assistance, and others regarding Cir-
cular A-95. Many inquiries involve policy matters. However,
OMB generally does not notify other clearinghouses or appli-
cants which also may be affected by these interpretations or
decisions.

The following examples illustrate how this practice can
contribute to inconsistent implementation of the Circular by
clearinghouses, applicants, and Federal agencies.

The Director of the Connecticut Office of State Planning
asked OMB for advice in a situation when an applicant for
Federal assistance felt that clearinghouse review would delay
approval of a grant which, in turn, could delay purchase of
needed property. The Director stated that the applicant
hoped that its application could be filed with the Federal
funding agency for initial review before the receipt of
clearinghouse comments. The Director felt that the procedure
might not present a problem, provided the Federal funding
agency did not actually approve a project before receipt of
clearinghouse comments.
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OMB responded that there was no prohibition against sub-
mitting an application to both the c¢learinghouse and the Fed-
eral agency simultaneously, provided that there was no final
action by the Federal agency until clearinghouse comments
had been received or the length of time for clearinghouse re-
view had elapsed.

To determine whether OMB's position had been communi-
cated to other State clearinghouses, we contacted an official
of the Massachusetts State Clearinghouse. He stated that
the clearinghouse had never been notified of OMB's opinion on
simultaneous submission of applications for Federal assistance
and that his organization did not authorize applicants to
submit applications to the clearinghouse and to the Federal
agency at the same time.

The matter of simultaneous submission of applications
to both a clearinghouse and a Federal agency is discussed in
an auxiliary OMB pamphlet but not addressed in the Circular,
even though this problem occurs often enough to warrant clar-
ification in the Circular. OMB has recently, however, in-
cluded this topic in its July 3, 1974, "A-95: Administrative
Note," discussed below.

The Director of the Oklahoma State Clearinghouse stated
that, on the basis of his interpretation, the current version
of Circular A-95 allows a clearinghouse 30 days for review
and comment after a formal application is received. He added
that there was confusion among certain areawide clearing-
houses in Oklahoma regarding the review period permitted by
the Circular. Some clearinghouses thought that they were al-
lowed 60 days for review of and comment on the application.

The Oklahoma State Clearinghouse requested clarifica-
tion from OMB. On March 8, 1974, OMB responded:

"If the first notice the c¢learinghouse has of a pro-
posed project is receipt of a final application, then
it has 60 days to complete its review and supply the
applicant with its comments."

This exception to PNRS is not discussed in the Circular

or the auxiliary pamphlet, nor has it been communicated to
all applicants, clearinghouses, and funding agencies.
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The issuance of OMB policy interpretations and deci-
sions to individual clearinghouses, applicants, and Federal
agencies without notifying other organizations contributes
to inconsistent implementation of the Circular by partici-
pants at all levels.

OMB EFFORTS TO IMPROVE
ADMINISTRATION OF THE CIRCULAR

OMB officials said that OMB has taken certain steps
and is planning further action to improve administration of

the Circular.

Dissemination of information

In early 1974 OMB published a pamphlet titled "Office
of Management and Budget Circular No. A-95, What It Is--How
It Works." In general, the document explains the Circular,
describes PNRS, and provides questions and answers. How-
ever, it is unclear whether the pamphlet has the same force
of regulation as that of the Circular because the Circular
does not refer to the pamphlet.

OMB recognizes the problems inherent in its methods of
communicating policy interpretations and decisions and has
begun issuing a series of "A-95: Administrative Notes." 1In
this, OMB circulates to Federal Regional Councils, clearing-
houses, and others current policy interpretations and de-
cisions which do not immediately result in revisions or
amendments to the Circular.

Decentralization of administration
of the Circular

Beginning in September 1974, Federal Regional Councils
assumed responsibility for coordinating the implementation
of OMB Circular A-95 by the regional components of Federal
agencies. Councils were established nearly 3 years ago to
develop ¢loser working relationships between large Federal
grant-making agencies and State and local governments and to
improve coordination of the categorical grant-in-aid system.
The Under Secretaries Group for Regional Operations (USG),
under the chairmanship of the Deputy Director, OMB, is re-
sponsible for the Councils' proper functioning.
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In principle, we concur with OMB's decision to decen-
tralize administrative responsibilities because OMB does not
have the resources to provide needed day-to-day oversight of
implementation of the Circular. However, the success that
Councils can achieve depends on how OMB addresses certain
factors.

As noted in our report assessing Federal Regional ) |
councils,l councils were impeded from being more effective by
factors such as limited staffing and inconsistent commitment
by Federal agencies to the Councils. Except for the staff
directors and support staff assigned by the Council Chairmen's
agencies, Council Chairmen, members, staff, task force repre-
sentatives, and ad hoc participants divide their time between
Ccouncil and agency duties. Further, Council members must be
thoroughly convinced of the potential value of particular
projects before they can completely commit themselves.

Despite these factors, Councils generally made a concerted
effort on projects when USG and OMB provided management
direction and assistance.

In July 1973, OMB circulated a memorandum to Council
Chairmen proposing the delegation of administration of Cir- :
cular A-95 to the Councils. In commenting on the memorandum,
most Council Chairmen expressed the view that an active pro-
gram for monitoring compliance was vital to the implementation
of the Circular and that additional staff were needed. How-
ever, OMB felt Councils should provide at least the level of
service and response that had been provided centrally--op-
erating on a complaint basis--recognizing that this was a |
"minimal level of operation." OMB believed this type of
monitoring could be accomplished with existing Council re-
sources using part-time staff.

In a June 25, 1974, memorandum for Council Chairmen, |
OMB assigned to the Councils the following basic responsi-
bilities:

"--Assuring arrangement for responding to requests of
clearinghouses, State and local officials, and
others for information on A-95 matters;

lrReport to the Congress on "Assessment of Federal Regional %
Councils" (B-178319, Jan. 31, 1974).
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--Coordinating arrangements for dissemination of infor-
mation on A-95 redquirements among potential applicants
for Federal assistance and among Federal program
agencies operating in the region of each Council;

--Developing arrangements for investigation of com-
plaints of noncompliance with A-95 requirements and
assuring corrective action within the limits of
Council authority; and

--Coordinating agency responses to requests from OMB,
from time to time, for information and analysis of
the status of implementation in the region, along
with identification of problems and recommendations
for any action required at the Washington level."

To carry out these functions, each Council was to
appoint an A-95 coordinator from one of the member agencies
who would serve as the contact point on matters regarding the
Circular in the region. Each other agency within the geo-
graphic jurisdiction of the Council, including agencies that
are not Council members, was to designate an A-95 liaison
officer.

OMB retained responsibility for all policy development
and oversight, including

--formal changes to the Circular,
--policy interpretations and decisions,
--waivers of Clrcular requirements, and

--new or chandged designations of metropolitan areawide
clearinghouses.

In summary, OMB perceives that the basic role of the
Councils regarding implementation of the Circular is to assist
OMB by (1) answering questions, (2) disseminating information,

(3) handling complaints, and (4) providing feedback to OMB
upon request.
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As noted above, a passive monitoring system has a major

weakness which limits its usefulness as a management tool--
the monitor is made aware only of those problems which outside
parties choose to bring to its attention.

CONCLUSIONS

cular

OMB devoted only limited staff to administering Cir-
A-95. As a result :

--the regulations and procedures of individual Federal
agencies for implementing the Circular varied consid-
erably, indicating that agencies were unsure as to
how to interpret the requirements of the Circular
and required additional OMB guidance;

~-agency liaison officers were unsure of their respon-
sibilities and played a very limited role in imple-
menting the Circular;

--OMB passively monitored compliance of Federal agencies
with the Circular, relying on documented complaints
as a basis for instituting corrective action;

--OMB issued policy interpretations and decisions to
individual parties without notifying other organi-

zations which might be affected.

These factors have contributed to the inconsistent im-

plementation of the Circular by participants at all levels.

To help OMB discharge its responsibility for adminis-

tering the Circular, Federal Regional Councils were dele-

gated

responsibility for coordinating the implementation of

the Circular by. the regional components of Federal agencies.
In principle, we concur with OMB's decision but believe that
the success that Councils can achieve depends on how OMB
addresses certain factors, such as

~-limited Council staffing and

--inconsistent commitment by Federal agencies to the
Councils, unless USG and OMB provide management di-
rection and support.
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RECOMMENDAT IONS

We recommend that:

-=OMB discontinue its reliance on complaints as the
principal means for ascertaining whether Federal
agencies are complying with Circular A-95. We rec-
ommend that instead OMB adopt an aggressive system of
positive monitoring of administration of the Circular
by initiating periodic direct contact with Federal
agencies, clearinghouses, and applicants to determine
whether (1) the regulations and procedures of indi-
vidual Federal agencies and their components are con-
sistent with the Circular, (2) Federal agencies are
complying with their own regulations and procedures
and OMB requirements, and (3) OMB policy interpreta-
tions and decisions are being communicated to and
uniformly adopted by Federal agencies and clearing-
houses.

~-OMB define the responsibilities of A-95 liaison of-
ficers at the headquarters level of the Federal agen-
cies and use the officers to the extent possible in
helping OMB monitor administration of the Circular.

--USG and OMB provide definitive direction and firm
support to the Councils in carrying out their role of
helping OMB administer the Circular.

--OMB define (1) the responsibilities of the A-95 coor-
dinators and A-95 liaison officers to be designated in
each of the Councils and (2) the working relationship
of these coordinators and liaison officers to OMB and
to the A-95 liaison officers at the headdquarters level
of the Federal agencies.

-~OMB provide Councils with the staff necessary to pur-
sue aggressive monitoring. We recommend, as a mini-
mum, the appointment of a full~time A-95 coordinator
in each Council, drawing upon the resources of (1)
OMB, (2) the staff of a management-oriented orga-
nization, such as the Office of Federal Management
Policy of GSA, or (3) the staff of the regional di-
rector of a Council agency.
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AGENCY COMMENTS

OMB generally agreed it could improve its oversight of
the implementation of Circular A-95. OMB felt the Federal
agencies were responsible for administering the legislation
underlying the Circular. OMB's role was to:

~~Develop the rules and regulations, namely the Circu-
lar itself, to implement the legislation.

--Provide an overview of the implementation of the rules
and regulations to make necessary adjustments.

—--Encourage and assist in effective implementation of
the rules and regulations by the Federal agencies.

OMB added that by itself it cannot insure that the Circular
is implemented. Effective implementation requires action by
the leadership of the Federal agencies with the support and
encouragement not only of OMB and the Executive Office but
also of the Congress and its agencies.

OMB plans to study means by which existing Federal
staff can be more effectively used in monitoring implementation
of the Circular. Applying additional OMB resources, OMB felt,
was not the only approach to improving administration of the
Circular; Councils were expected to have a strong monitoring
role.

OMB noted USG and the Councils have specified that
the Councils' activities regarding Circular A-95 have to be
performed within existing resources with no foreseeable
attempt to increase them. OMB further noted that using OMB
or GSA staff to perform Council functions extends beyond con-
sideration of Circular A-95, involving the future role, sta-
tus, and organization of Councils, OMB, and GSA, including
internal relationships among these entities. OMB added that,
since the Councils have been delegated responsibilities for
the oversight of Circular A-95 only since September 1974,
there has not been sufficient experience to determine if
additional Council resources are necessary. OMB, with USG
assistance, will assess the performance of Councils regarding
the Circular in early 1975.
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We recognize that OMB and the Federal agencies at both
the headguarters and field levels are faced with budgetary
restrictions that make providing additional resources dif-
ficult at this time. We concur in OMB's approach of evalu-
ating the experience of Councils in assisting with the
administration of the Circular after a reasonable time.
However, 1f OMB's evaluation shows that Councils need addi-
tional resources, OMB and the Federal agencies should make
every effort to either reapply existing resources or obtain
additional ones.

Further, OMB was charged with the responsibility for
coordinating the actions of Federal agencies regarding the
Circular, in order to attain consistent and uniform action
by the agencies. We Dbelieve that only OMB is in the posi-
tion to insure that regulations and procedures of individual
Federal agencies and their components are consistent with
the Circular.
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CHAPTER 7

OBSERVATIONS ON THE REGIONAL GRANT INFORMATION SYSTEM

Two major nationwide efforts have been made to insti-
tute more specific and consistent procedures for the flow
of data on Federal assistance applications through PNRS and
through the Federal agencies' systems for reviewing and act-
ing on such applications. Both efforts were affected by
problems (1) in PNRS of Circular A-95 discussed in this re-
port and (2) in obtaining information from applicants, clear-
inghouses, and Federal agencies.

FEDERAL, AID CONTROL SYSTEM (FACS)

An early effort to develop specific and consistent pro-
cedures for the flow of Federal assistance data was under-
taken by the Office of Economic Opportunity (OEQ) in 1970
under FACS. This two-part system was to rely on data from
two different sources. Data on assistance applications was
to be obtained as part of PNRS under OMB Circular A-95.

Data on grant awards was to be obtained from Federal agencies,
as required by OMB Circular A-98. This Circular, based on
section 201 of the Intergovernmental Cooperation Act of 1968,
required Federal agencies to report data to the States on
grant awards. Responsibility for administering the Circular
was recently transferred from OMB to the Treasury Department,
which reissued it as Treasury Circular 1082,

The State of Louisiana and OEO developed FACS as a com-
puterized system. One purpose of FACS was to facilitate
the monitoring of selected applications of State agencies
and political subdivisions for Federal assistance under pro-
grams covered by Circular A-95,.

FACS was adopted at different times over a period of
several years by 37 States with assistance from OEO. Al-
though the FACS concept was kept intact, the configurations
of the computer systems of each State necessitated changes
in the FACS software package before the system could become
operational. Major technical problems coupled with declin-
ing OEO resources caused the States to become dissatisfied
with FACS. The principal reason for dissatisfaction, how-
ever, was the inadequacy of information on grant awards pro-
vided to the States by the Federal agencies.
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Further, data available to FACS on the amount of Fed-
eral funds being requested was limited because the informa-
tion could be obtained only from programs covered by Part I
of Circular A-95. Program coverage from July 1969 to De-
cember 1973 ranged from 51 to 128 programs. The number of
Federal assistance programs providing funds during that peri-
od was substantially higher.

FACS was an information system to serve the States and
therefore was to be operated by them. It enabled a State to
trace and record its agencies' and political subdivisions'
applications for Federal assistance. Louisiana undertook
who requested and received Federal assistance, for what pur-
pose the assistance was being used, and where the assistance
was having impact. The information accumulated in FACS was
periodically provided to the State's areawide clearinghouses,
which included local officials; to the State's congressional
delegation; and to other interested parties.

Approximately 15 States currently operate some version
of FACS. Although its use has declined, a major benefit of
FACS was the introduction of formal procedures into the A-95
process. FACS prompted Louisiana to:

--Develop a standard form as a means of gathering data
uniformiy and consistently, thereby facilitating
automation.

--Establish a routine flow of proposals from the appli-
cants to the clearinghouses, back to the applicants,

and on to the Federal agencies.

--Egtablish a focal point for contact among the appli-
cants, clearinghouses, and Federal agencies to mihi-
mize confusion, to expedite the review and comment
procedure, and to provide for prompt and consistent
responses to inquiries.

--Assist its political subdivisions and congressional
delegation by providing timely information on Federal
assistance that was being sought and that had been
provided.,
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REGIONAL GRANT INFORMATION SYSTEM

OMB and several States, in another effort to improve
the flow of data through all stages of the process of obtain-
ing Federal assistance, developed the Regional Grant Infor-
mation System (REGIS).

Like FACS, REGIS relied on data from two sources. Data
on applications was obtained through PNRS, while data on
grant awards was provided by Federal agencies pursuant to
Treasury Circular 1082.

The following discussion is limited to the PNRS phase of
the REGIS process--that which occurs up to the time that a
Federal assistance application is accepted by a Federal agency
for review.

REGIS was developed and tested in the Boston and Dallas
Federal Regions. The tests were a joint effort involving
the 11 States in the regions, USG, OMB, and the Federal
Regional Councils.

In 1971 an OMB survey of the information requirements
of the Councils identified a need for an information system
for Federal agencies' regional directors to provide (1) a
background for specific discretionary grant decisions and
(2) a basis for more systematic interagency and intergovern-
mental coordination. The May 30, 1974, OMB final evaluation
report on REGIS concluded that, as it had evolved during the
pilot test, its use in response to individual regional agency
needs had generally been minimal.

During the pilot tests, REGIS was to facilitate planning
by providing information to a State and its local governments
on the amount of funds being requested by organizations with-
in the State from Federal programs covered under Circular
A-95,

After the test, USG decided in June 1974 to expand
REGIS to all 10 Federal regions; OMB was working toward that
end when, in October 1974, USG reversed itself. As designed,
the PNRS segment of REGIS was an automated system for track-
ing grant proposals covered under Circular A-95.
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Some features of FACS were incorporated into REGIS.
For example, the data for tracking applications for Federal
assistance was gathered using a single standard form. Using
a standard form facilitated gathering uniform and consistent
data and made automating data easier. Further, procedures
were established to control the flow of the standard forms
through the PNRS process.

REGIS, however, did not include some elements of FACS.
For example, REGIS did not provide for a focal point for
controlling applications and clearinghouse actions within a
State. As discussed on page 36, the lack of central control
causes uncertainty among applicants and Federal agencies as
to when PNRS within a State is completed. Also, the REGIS
standard form provided space for only one clearinghouse's
receipt and clearance dates even though programs covered by
A-95 must generally go to two clearinghouses. REGIS would
therefore have provided incomplete data to States, local
governments, and clearinghouses. Further, incomplete data
made it difficult for any organization to monitor compliance
with Circular A-95.

Whereas FACS was a State-operated system to meet State
needs, REGIS was a federally operated system with all data
for the PNRS segment provided by applicants and clearing-
houses. Under a State-operated system, factors such as

—--access to the system,

--data to be stored in the system,

—-frequency of access,

-~format of the input and output of information, and

--financing of the system

are controlled by the State. Under REGIS, however, these
factors werxe controlled by the Federal Government,

For example, a major concern of State clearinghouses
was the limited program coverage under REGIS. REGIS encom-
passed 120 of the 138 programs covered by Part I of Circular
A-95., As discussed in chapter 3, certain States, cities,
and clearinghouses have substantially increased the number
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of programs covered by PNRS. These organizations might not
have been willing to pay the user charges which would have
been assessed if they had requested that this additional
information be included in REGIS.

The decision to limit the number of programs in REGIS
to thbse covered under A-95, in opposition to demands by
State and local governments and Regional Councils for full
program coverage, raised the question of the value of REGIS
to State and local governments. Limited program coverage
contributed to the decline in use of FACS.

REGIS directly affected the relationship between a
State and its political subdivisions. The philosophy under-
lying FACS, as developed in Louisiana, was that States were
responsible for providing information on Federal assistance
to their political subdivisions. The philosophy underlying
REGIS, as adopted by USG in June 1974, was that the Federal
Government is responsible for providing such information
directly to any unit of government.

Qur review included work in the two regions where REGIS
was pilot tested. Although we did not make an in-depth as-
sessment of REGIS as it was being tested, we noted signifi-
cant problems in the PNRS segment.

For example, we analyzed a January 1974 REGIS report on
the status of applications from Massachusetts to determine
data accuracy. The report did not even differentiate between
applications for programs covered by Circular A-95 and those
covered by Circular A-98. Thus, we could not determine from
the report whether applications subject to the PNRS require~
ments of Circular A-95 had been submitted to clearinghouses
for review and comment.

We also noted data in the REGIS report that was incom-
plete or inaccurate. Analyzing assistance applications under
five Federal programs, we found that entries for key dates
in the PNRS process were frequently missing, as shown below.
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Number of entries missing

Date of
Date of final Date of
Number of clearing- clearing- receipt by
Federal applica- house house funding
Program tions receipt action agency
A 45 44 42 7
B 70 20 60 70
C 25 17 15 3
D 5 2 4 4
E 47 27 44 35

By reviewing the files of applicants, clearinghouses,
and Federal agencies, we determined that, for the applica-
tions in question, the clearinghouse process had been com-
pleted and the applications had been received by the funding
agencies before the date of the REGIS report. We subse-
guently found that clearinghouses and funding agencies were
simply not submitting current information on applications to
REGIS.

REGIS, like FACS, did not use the Federal agencies' in-
ternal grant information systems. Data for REGIS during the
pilot tests was provided on a separate form which was not an
essential part of the series of forms normally used for
grant applications by applicants, clearinghouses, and Federal
agencies. As a result, the processing of REGIS forms was
added to the normal workload of processing grant applications
and received little emphasis.

Most Federal agencies have devoted considerable time
and resources to develop internal grant information systems
using data from grant applications and related agency docu-
ments. Agency officials said they did not use data from the
REGIS form or reports because their internal systems provide
sufficient data to meet their needs. As a result, the REGIS
form provided data for REGIS and grant applications and re-
lated agency documents provided data for agencies' internal
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systems. In our opinion, REGIS would have remained inde-
pendent of the internal information systems of the Federal
agencies.

CONCLUSIONS AND AGENCY ACTIONS

USG's decision to expand REGIS nationwide represented a
Federal Government commitment to assume responsibility for
providing information to State and local governments and
clearinghouses on the progress of assistance applications
through PNRS. We concluded that, as long as REGIS remained
independent of the agencies' internal systems, the agencies
would continue developing and using their systems while
devoting limited effort to developing and using REGIS.

We proposed that OMB study the relationship between
REGIS and the Federal agencies' internal information systems
before major resources were committed to REGIS expansion.

According to an OMB interim reply dated November 7, 1974
(see app. II), USG discussed our comments and other problems
concerning REGIS expansion plans and concluded that, in light
of our comments and the inability to obtain a firm agreement
by the Federal agencies on financing, the REGIS pilot tests
should be terminated. Terminating REGIS would save at least
$2.7 million annually.

The termination of REGIS breaks a link in the communi-
cation chain between the Federal agencies and State govern-
ments. Because the Federal agencies already have their own
information systems, consideration should be given to using
these systems to implement the REGIS concepts.

Furthermore, the problems with the PNRS of Circular
A-95 require correction before any grant information system
can rely on the process as a source of data.

RECOMMENDAT ION

We recommend that OMB evaluate and consider using agen-
cies' internal systems to implement the REGIS concepts.
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AGENCY COMMENTS

OMB said it will fully discuss our comments and recom-
mendation on REGIS in its reply to our report on implementing
Treasury Circular 1082. In the above-mentioned interim re-
ply, OMB said USG agreed to support a proposed OMB review of
possible more extensive use of the Federal agencies' inter-
nal information systems to provide grant award data to the
States.

77



CHAPTER 8

SCOPE OF REVIEW

Our review, made primarily during October 1973 to May
1974, included an examination of OMB's Circular A-95, which
is designed to implement parts of the Metropolitan and
Demonstration Cities Act of 1966 and the Intergovernmental
Cooperation Act of 1968. These acts established procedures
to allow State and local governments to review and comment
on proposed Federal and federally assisted activities. Parts
I and II of Circular A-95, except the environmental impact
and civil rights aspects, were reviewed to determine if the
legislative objectives were being met.

We reviewed (1) the legislative history of these two
acts and the succession of OMB circulars preceding the cur-
rent version of Circular A-95 and (2) evaluation reports
prepared by OMB, Federal agencies, and private consultants.

Oour fieldwork was done in the Washington, D.C., head-
quarters of OMB and in Federal agencies and regional offices
of 14 Federal agencies in regions I (Boston), V (Chicago),

Vi (Dallas), and IX (San Francisco). We worked extensively
at five areawide and four State clearinghouses in California,
Massachusetts, Michigan, and Texas and obtained supplemental
information at four areawide and three State clearinghouses
in three States. We made approximately 70 contacts with
State agencies, local governments, and other organizations
that had either applied for or commented on Federal or
federally assisted projects. We interviewed representatives
of these governments and organizations and obtained documents
covering their activities.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

NOV 7 1974

Mr. Victor Lowe, Director
General Government Division
General Accounting Office
Washington, D.C. 20548

e
Dear Mré{Lﬁw‘T"

Enc]osed is the Office of Management and Budget's consolidated review
of the draft GAO report, Improvements in OMB Circular No. A-95 Will
Enhance Intergovernmenta1 Cooperation. The report was widely distrib~-
uted among Federal agencies, Federal Regional Councils, State and
areawide clearinghouses, and pub]1c interest groups. The consolidated
review attempts to reflect major areas of consensus among the respon-
dents. GAD is, of course, welcome to examine the written reports that
we received.

OMB found many of the recommendations in the GAOQ draft report construc-
tive and actioriable. Others, while constructive may require additional
resources that are not discernibly at hand. In a period of fiscal
stringency at Federal, State and local levels, this means that such

needs must be met through reallocation and better utilization of existing
resources. This will require substantial study and analysis at all levels
of government and improvements will need to be made incrementally as
circumstances permit.

Vincent Puritano, my Deputy for Intergovernmental Relations and Regional
Operations, and h1s staff will be available to discuss the draft report
and our response with your staff at your convenience to assure our
mutual understanding of the issues raised.

We are looking forward to your final report.

S1ncere1y,

/7/

J ert H. Marik
! ssoc1ate Director for
anagement and Operations

Enctosure (__‘_‘v‘_,,,»—-—m—-""---\\\\\\
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OMB CONSOLIDATED REVIEW OF THE DRAFT GAO REPORT:
"IMPROVEMENTS IN OMB CIRCULAR NO. A-95 WILL ENHANCE
INTERGOVERNMENTAL COOPERATION"

I. GENERAL REMARKS

The Report was distributed widely to Federal departments and agencies,
to Federal Regional Councils and fhrough them to all State clearinghouses
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interest groups representing State and Tocal governments. There was wide
consensus that the Report accurately identified the major shortcomings
in the implementation of OMB Circular No. A-95. There was also general
support for the recommendations but many respondents had substantial

reservations centering on the question of resources to carry out the

recommendations.

A. The Report proceeds from the assﬁmption that Circular No. A-95 is
a valuable and productive instrument for improving the management of
Federal domestic assistance programs, but that achievement of its real
potential depends on a broader coverage of programs and a much more
rigorous prosecution of its implementation by the Federal Government.
However, the universal coverage recommended in the Report and the pre-

scribed level of compliance monitoring by OMB and agency A-95 liaison
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officers in Washington and by the Federal Regional Councils and regional
office staff would require the application, both by the Federal Govern-
ment and by clearinghouses, of additional resources or resources diverted
from other activities through a reordering of priorities. In a period of
substantial "belt-tightening," the latter appears the more likely, so our
first reaction is that many improvements will have to be sought within

existing resources.

This Timitation will be of equal concern to Federal agencies and to State
and Tocal clearinghouses. Federal agencies must consider expansion of
program coverage in light of resources available within tight budgets.
State and local clearinghouses, particularly the Tatter, must consider
the impact of full-scale expansion of PNRS on available resources and

the present level of quality in reviews.

Therefore, we would have to say that, while OMB agrees that Circular No.
A-95 has a great potential for improving the management of Federal and
federally assisted programs, the GAO recommendations will have to be
approached selectively. Some can be implemented within existing resources
through revisions to the Circuiar, others will have to be considered
within the Timitations of available resources, both in terms of scale and

timing.

B. Some of the actions OMB feels that can be undertaken promptly that

lie outside the resource question include:
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Consideration of a Circular revision that would provide many of the

clarifications recommended in the Report.

A study of selective expansion of PNRS coverage to assure inclusion of
programs having major impact on State, areawide, and local plans and

programs,

An examination of means by which existing Federal staff resources can

be more effectively utilized in monitoring A-95.

Exploration of the feasibility of having agencies include evaluations

of A-95 compliance in their internal audits of Federal agencies.

With respect to the last point, OMB suggests that GAO itself could con-
tribute to more conscientious agency implementation by including an A-95

element in its program performance audits.

C. The GAO Report takes cognizance of the recent OMB action (July 25,
1974) to decentralize day-to-day implementation responsibility for A-95
and to charge the Federal Regional Councils with coordinating that effort.
We regard that step as most significant and anticipate that it will

result in substantial mitigation of a number of implementation shortcomings
noted in the Report. However, that action is a recent one. The effective
date was September 25, 1974. There will, of course, be a shakedown

period during which the Regional A-95 Coordinators and agency liaison
people are thoroughly familiarizing themselves with A-95 and the problems

of the State and areawide clearinghouses in each region. OMB will be
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working closely with them during this period in clarifying our respective
roles and responsibilities and working out relationships between headquarters

and the field.

As this shakedown period comes to a close -- sometime early in 1975 -- we
expect to see improved performance in agency response to A-95 requirements
and the emergence of effective working relationships between Councils and

clearinghouses.

D. Several other observations by agencies, clearinghouses, or OMB staff
should be noted before discussing the specific recommendations contained

in the Report.

Many of the respondents felt that the Report should have dealt with

Parts III and IV of A-95 and recommend that GAO evaluate these require-
ments. Similarly, some felt that the failure of the investigators to
consider the role of A-95 in assessing environmental impacts and civil
rights aspects detracted from its otherwise thorough treatment of Parts I

and II of the Circular.

The comments on REGIS were useful, but a number of respondents felt that a
more thorough analysis of REGIS, including the relationship to Treasury
Circular 1082 and OMB Circular A-102, was warranted before GAQ reached

its conclusion that REGIS should not be expanded without further study.

The more recent GAO report on TC 1082 contains many of the same observa-
tions noted in the A-95 Report. We therefore plan to provide a full response
on the REGIS recommendations in reply to the GAO TC 1082 Report and will

not deal with it further in this response to the A-95 Report.
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E. We would 1ike to make a few general observations relating to responsibilities
for implementing A-95. The Report, taken as a whole, leaves the impression that
the full responsibility for imp]emehting A-95 is OMB's alone rather than being
the interagency, intergovernmental cooperative effort that it is. Without at-
tempting to evade or minimize OMB's role and responsibilities, which are
substantial, it may be useful to refer back to the legislation on which A-95

is based to see what Congress seemed to have in mind.

A perusal of Section 204 of the Demonstration Cities and Metropolitan Develop-
ment Act of 1966 and Title IV of the Intergovernmental Cooperation Act of 1968
reveals the pervasive scope of responsibility through the whole of the Executive
Branch. OMB, acting under delegation from the President, is assigned the
responsibility of prescribing "such rules and regulations as are deemed ap-
propriate for the effective administration” of those Taws by the various agencies.
But it is clear that actual administration of those laws is the responsibility

of the departments and agencies.

OMB's proper role, then, is to develop those rules and regulations, to provide
overview of their implementation in order to make appropriate adjustments in
them, and to encourage and assist their effective implementation by the depart-
ments and agencies. But OMB, by itself, cannot assure their implementation.
This requires action by agency Teadership with the support and encouragement,

not only by OMB and the Executive Office, but of the Congress and its agencies.

Therefore, we are most encouraged by the interest of GAO in the strengthening
of A-95 and Took forward to its continuing cooperation and support in the ef-
forts of OMB and the departments and agencies to realize the full potentials

of the Circular.
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IT. COMMENTS ON THE RECOMMENDATIONS

Following is a consideration of the specific recommendations contained in
the GAO Report on OMB Circular No. A-95. The majority of the responses
from agencies, Federal Regional Councils, clearinghouses and others focused
on the first recommendation: expanded coverage under Part I, the Project
Notification and Review System, of A-95. Other recommendations for
improving Part I received somewhat scattered reaction as did recommenda-
tions on Part II and OMB Administration of Parts I and II. REGIS recom-

mendations received substantial attention.

A. The Project Notification and Review System. This recommendation that

the PNRS be expanded so as to cover "all Federal programs involving the
provision of funds" received qualified endorsement, particularly by clearing-
houses. At the same time, many respondents, primarily Federal, but including
many clearinghouses, observed:

The probable need for selective coverage and gradual expansion unless

additional resources were provided to clearinghouses to meet staffing

demands caused by expanded coverage.

The possible impropriety or impracticability of including certain types

of financial assistance under coverage.

The desirability of giving priority to making the system work under

present coverage rather than to expanding the coveraae.

This last point is very significant. While there was considerable sentiment
among the clearinghouses for increasing coverage, it is reasonably clear
that they feel that improved Federal implementation has a substantially

higher priority. 85
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The question of propriety and practicability also deserves further con-

sideration in the view of OMB. The legislation on which A-95 is based

is concerned with the impact of Federal and federally assisted programs

and projects on State, regional (aréawide), and Tocal plans and programs.

Our interpretation of this legislation is that it Timits the types of

programs or projects that should come within the scope of PNRS. At

least two categories of Federal financial assistance seem to fall outside

of that scope:

(1) Payments and assistance to individuals for personal betterment
(welfare, education and training, housing, etc.) and economic
improvement (farm improvement, crop support, business insurance,

etc.).

(2) Various types of research of a scientific and technological nature,
or basic or abstract research of a non-local character (except where

the development of capital facilities is involved).

Under (1), assistance to individuals (including certain types of loans or
insurance to business enterprises), laws relating to invasion of privacy
may also preclude coverage under PNRS. In any event, a loan to a farmer to
buy a new tractor, a scholarship or Toan to a needy student, a guarantee

on an individual home loan, riot insurance to a ghetto shop owner, or
similar aids could be considered to have little if any significant impact
on State or local plans and programs except perhaps, in én aggregate sense.
In some cases, programs of this type are subject to gubernatorial review

under Part III of A-95. The same is true of various research programs such
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as biomedical and other scientific/technological/non-place-oriented
research. We should make a distinction here between programs covered by
A-95 where the objective is impact assessment, and those covered by TC 1082
where the objective is provision of information about Federal resource

flows into States. The latter suggests substantially broader coverage.

If such types of programs are excluded, plus some others of dubious impact
on State, regional, and local plans and programs, then it is doubtful

that more than 150 additional programs should be considered for coverage
under PNRS., Nevertheless, without some clearer picture of PNRS benefits
and the kind of resource demands that would be generated, an immediate
hundred percent increase in PNRS coverage to 300 programs could cause

severe upset to even the present limited effectiveness of PNRS.

Actually, a probably more significant area of coverage (under Part I or
Part II) and one of much more discernible impact within the scope of A-95
legislation, is the issuance of permits or licenses for development or
other activities affecting State, regional, and local development. Con-
sruction of power facilities, dredging, permits for development on public
lands not only may affect the natural environment but the economic environ-

ment in which Tocal development must take place.

As noted above, OMB will study the potential coverage of the PNRS with

an eye to selective expansion, taking into account the relative community
impact of the various programs, including issuance of permits and licenses,
the expressed needs of the clearinghouses, and the resources available to

them for carrying out the review process in an effective manner.
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B. Improvements to Part I of the Circular. Not all of these recommendations,

particularly those relating to clarification, can be easily accommodated in
the text of the Circular itself. Perhaps OMB has attempted too much

economy of expression in A-95, but the text could become far too discursive
while at the same time forcing a rigidity that would not accommodate the
diversity of circumstances under which projects are submitted and reviewed.
OMB has preferred to use the pamphiet "A-95: What It Is - How It Works" and
other media to clarify how the system should work under variable conditions.
Nevertheless, an attempt is made in the discussion of individual recommenda-
tions below, to suggest alternative wording whicﬁ might serve to clarify

or reinforce a requirement.

(1) Clarify point in time at which applicant should notify clearing-

house. This is not easily specified. Paragraph 2.b. of Part I says, "at
the earljest feasible time." This might be elaborated to say, "at such
time as the applicant has decided to submit an application and can supply
most of the summary information indfcated in paragraph 2.a." However, this
might just as easily serve to delay the notification. There is presently

clarifying language in "A-95: What It Is - How It Works" (p.8).

(2) Encourage early applicant-clearinghouse contact by emphasizing

benefits. This OMB has consistently tried to do -- in "A-95: What It Is -
How It Works" and in numerous speeches, articles, correspondence and other
media. Many of the clearinghouses have been most diligent in this effort.
However, the departments and agencies should provide more emphasis on the
"early warning system" feature of the PNRS to potential applicants. We
expect the efforts of the FRCs to be productive in this area.
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(3) Clarify length of time for review before applicant permitted to

submit application to Federal agency. (Note: Instead of "permitted," the

PHRASE, "is eligible," would be more accurate. The applicant can submit
the application at any time after the allotted period has passed.) "A-95:
What It Is - How It Works" contains a step-by-step outline, a "decision-
tree" diagram, and a textual discussion of the process. These are some-

times incorporated into agency instructions or reguiations.

However, it must be admitted that the two thirty-day period
concept is still perplexing to many people. As part of our analysis of
the need for possible revision of A-95 in the next few months, we shall
consider, therefore, the following rewording of paragraph 4 of Part I

(underscoring indicates new wording, brackets indicate deleted language):

"4, Consultation and review. a. State and areawide clearing-

houses may have a period of 30 days after receipt of a project notifica-
tion in which to inform State agencies and local or regional governments
or agencies (including agencies authorized to develop and enforce environ-
mental standards and public agencies charged with enforcing or furthering
the objectives of State and Tocal civil rights Taws) that may be affected
by the proposed project and arrange, as may be necessary to consult with

the applicant thereon. The review may be completed during this period and

comments may be submitted to the applicant.

"b. If the review is not completed [d] during this initial 30-day
period [and-during-the-period-in-which-the-appliecation-is-being-completed ]
the clearinghouse may work with the applicant in the resolution of any

problems raised by the proposed project.
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¢. The completed application may be submitted to the clearing-

house at any time after the end of the first thirdy-day period, and [€]

clearinghouses may have, if necessary, and additional 30 days to compiete
the review [the-eempleted-applieation] and to transmit to the applicant
any comments or recommendations the clearinghouse (or others) may have.

In cases where no project notification has been submitted, and the

clearinghouse receives only a completed appiication, the clearinghouse

may have 60 days to review the applicant. Written comments . . . etc.

. . . should be 1isted."

(4) Encourage clearinghouses to establish a focal or control point

for receiving and clearing proposals. This relates to providing for

arrangements for the notification to go to either the State or the area-
wide clearinghouse rather than both at once. The recipient clearinghouse
would transmit to the other. Such arrangements would give better assurance
that both State and areawide clearinghouses were involved in the review

of any given project and would tend to promote better review coordination.

We shall consider language for inclusion under paragraph 4 of
Part I and for "A-95: What It Is - How It Works." A new subparagraph g.

of paragraph 4, for instance, might read:

g. State and areawide clearinghouses are encouraged to develop
arrangements whereby an applicant would need to submit his notification
(or application) to only one clearinghouse, the State or the appropriate
areawide clearinghouse. The clearinghouse State or areawide, receiving

the notification would be responsible for assuring that the other received
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it. The process would otherwise proceed as indicated, but all comments

would be transmitted to the applicant through the receiving clearinghouse."

(5) Reguire clearinghouses to arrange for consultation to attempt to

resolve all comments (issues?) generated prior to submission of the

application to the Federal agency. This is not an enforceable requirement

and calls for clearinghouse staff resources and capacities that many do

not have. Moreover, the appropriateness of a Federal requirement for

such intervention is open to guestion. Paragraph 3.C does suggest liaison
between applicants and other parties as a clearinghouse function; and
paragraph 4.b. indicates that the clearinghouse may work with the applicant
to resolve any problems raised., Without providing the necessary resources,
it is hard to do more than encourage such efforts. Beyond such encourage-
ment, we believe it is inappropriate for the Federal Government to require
State and local clearinghouses to enter into broad-based State and local
problem-solving even if the Federal Government could provide resources.
However, many clearinghouses do, in fact, attempt such resolution on their

own initiative.

(6) Require clearinghouse clearance letters to 1ist the parties

involved in the review and indicate those who have commented. Language to

this effect may be found in paragraph 4.c. of Part I.

(7) Direct Federal agencies to refuse to accept an application unless

clearinghouse comments or clearances are attached or the time permitted for

review has elapsed. Paragraph 6.b. requires agency procedures to assure
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"that all applications for assistance . . . have been submitted to appro-
priate clearinghouses for review prior to submission to the funding agency."
Many of the Federal agencies objected to thié recommendation on the basis
that stronger language could not accommodate the full range of circumstances
where absolute adherence might be impacticable or inequitable. However,

OMB will Took more fully into this matter to see what steps can be taken

to assure the fullest adherence to the objectives of the recommendation.

(8) OMB direct all agencies to include all PNRS requirements in their

internal instructions to applicants. We have tried to assure this in

reviewing agency draft A-95 regulations. However, this effort does
require greater follow-through and we will undertake such a validation

effort as a part of our own review of the Circular.

(9) OMB direct all funding agencies to notify clearinghouses of the

disposition of applications. OMB already does so direct in paragraph 6.C.

of Part I. However, agencies have been notably unresponsive to this
requirement, and OMB efforts to secufe consistent feedback have been, for
the most part, unsuccessful. It has been a continuing source of clearing-
house complaints. In part, this may be due to confusion between this
requirement and the requirements to TC 1082. We shall, therefore, attempt
to devise language to make this distinction clear. Moreover, we expect
compliance with this requirement to improve under prodding by the FRCs in

carrying out their A-95 responsibilities.

(10) OMB consider uniform procedures for applicants, clearinghouses, and

funding agencies. It is not clear from the Report what GAO has in mind here.

However, we should note that, at Teast insofar as clearinghouses are
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concerned, A-95 has been highly praised for recognizing the wide differences
among States and regions and providing the flexibility to accommodate such
differences; and clearinghouses objected strongly to this recommendation
except as it applied to Federal agencies. To the extent that the GAQ
recommendations envision standardization thaf would undermine that flexi-
bility, the result would be substantively negative, and OMB would be
opposed to such action. However, we will seek, insofar as practical, to

secure uniformity in Federal procedures.

C. Part II. The recommendations for improving Part II of the Circular,
Direct Federal Development, were constructive and generally concurred in

by respondents, with some caveats relating to limiting factors beyond

agency control. Because of the variable constraints, both in the Executive
Office and in Congress, on direct Federal development, clearer definition

in procedures must be approached on a program-by-program and an agency-by-
agency basis. Therefore, as a part of our study of possible overall
revision, we shall consider revisions of Part II that would elicit specifica~
tions on appropriate procedures within the framework of their own regulations

that would meet the objectives of the GAQ recommendations with respect to:

(1) The nature and scope of projects to be covered and those that

are not.

(2) The point during project development at which clearinghouses should

be notified.

(3) The length of time that clearinghouses have to review and comment

on_the proposed project or action. We would add to this, "or the provision

93

e



APPENDIX I

of alternative arrangements for coordinating Federal agency and clearing-
house planning." This is of particular relevance in connection with

military base planning. The Air Force provides a useful model, requiring
memoranda of agreement between Air Force bases and areawide clearinghouses

on coordination of base and civilian planning activities.

GAO recommendations on Part II address three other points:

{4y n
\t) U

in reviewing proposed projects. Paragraph 5 of Part I (subject matter of

review and comment) can be referenced in Part II. However, it should be
noted that the listing in Paragraph 5 is neither prescriptive nor compre-
hensive. The clearinghouses are not required to comment at all, and would

resist incursions on their flexibility (see B(10) above).

(5) Prescribe procedures for agencies to follow in responding to

clearinghouse comments and in providing feedback information on actions

taken. MWhile it is possible to indicate a requirement for feedback under
Part II, we should point out that for many Federal civil and military works,
a substantial period -- sometimes years -- may pass between the time site
investigations, surveys, feasibility studies, and planning are completed
and the necessary Executive Office and Congressional approvals and appro-
priations are secured for the‘actual project or projects involved, so that

construction can begin.

D. OMB Administration of Part I and II. The GAO recommendations in

this area tend to raise, as noted variously above, the question of the

amount of Federal resources applied to A-95 implementation. There is
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general concurrence, at all levels below Washington, that such resources should
be provided, but, again, OMB feels that these recommendations require some
reasonable cost-benefit analysis.

(1) OMB should adopt aggressive monitoring system through direct contact

with agencies, clearinghouses, and applicants to ascertain:

-- consistency of agency regulations with A-95;

-- compliance of agencies with our A-95 requlations and OMB

requirements:

-~ compliance with OMB A-95 policy determinations and inter-

pretations.

Although there is general agreement that OMB oversight responsibilities
might be improved, this can only be done by increasing resources that OMB
might apply to A-95. We do not believe, however, that an increased OMB
"presence" is the best approach to improving administration of the Circular.
It certainly cannot be the only approach. The FRCs, we expect, have a strong
role to play here. However, as we noted above, the actual responsibility
for implementation rests with the agencies, and the strong support and
encouragement of Congress and GAQ in their dealings with the agencies can
be a significant factor in securing improved performace by the agencies
rather than relying solely on OMB to make agency implementation more ef-
fective.

(2) OMB and USG should provide definitive direction and firm support

to FRCs in carryingout A-95 role. This is the intent insofar as resources

permit. However, FRC's must carry out many interagency and intergovernmental
functions within existing and limited resources. Both the USG and the FRCs
have stated explicitly that the FRC A-95 role has to be performed within
existing resources with no foreseeable attempt to increase resources available

FRCs.
to FRCs 95
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(3) FRCs should be provided adequate staff support to pursue aggressive

monitoring policy in lieu of simply responding to complaints. This should
be "in addition to" instead of "in lieu of." When the Under Secretaries
Group approved the decentralization of A-95 to the FRCs, it was the clear
understanding that A-95 activities would have to be carried out within the
limitations of existing field and FRC resources. Since A-95 has been decen-
tralized only since September of 1974, as yet we have no clear reading on
experience under decentralization to understand what additional staff re-
sources, if any, actually will be needed. OMB will evaluate, with USG
assistance, the FRC experience with A-95 early next year. Until that time, it
is doubtful that USG will allow additional resources to be applied to A-95
activities in the FRCs.

(4) OMB should define role of agency A-95 liaison officers and utilize

them to assist monitoring. OMB will work with not only the Washington

agency A-95 liaison officers but the Regional A-95 Coordinators and liaison

officers over the next few months to define more clearly their appropriate

roles and relationships and how to utilize them better in A-95 implementation.
(5) OMB should provide firm direction and support to FRCs.

-- Define responsibilities of regional A-95 Coordinator and

l1iaison officers.

These matters we have tried to indicate in the decentralization memo
and other communications with FRCs. However, refinements should wait upon
experience. We will assess the need for refinements as experience is gained
and will clarify responsibilities as necessary.

-~ Provide for full-time regional A-95 Coordinator from OMB,

GSA, or FRC staff.

96



APPENDIX I

Although OMB is in general agreement with the thrust of the GAO recom-
mendation, all Federal agencies, including OMB and GSA,are currently faced
with budgetary stringencies that make provision of expanded resources dif-
ficult at this time. In addition, the question of utilization of OMB or
GSA staff to perform FRC functions is a question that extends substantially
beyond A-95 considerations, going to the future role, status, and organiza-
tion of FRCs, OMB, and GSA, including internal relationships among these
entities. The decisions, in other words, are not A-95 decisions alone.

E. REGIS
Full discussion of the comments and recommendations on REGIS in both the
GAO Reports will be covered in the OMB response to the Report on TC 1082

next month.

[See GAO note]

GAO note: Deleted comments refer to material contained in

draft report which has been revised or whi
: ich
not been included in the final report, has
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5
lie

[Ssee GAO note, p. 97.]

IV.V SUMMARY .

In summary, we agree that much progress can still be realized in terms of
assuring adequate program coverage and agency compliance with the review
and comment procedures of Circular A-95. However, we have reservations

with the scope and nature of some of the specific recommendations which
would add considerably to the workload of staff available to implement A-95.
We do not feel that a major infusion of additional resources is feasible at
this time, and we believe that changes will have to be worked out within

existing resources.

Beyond this, we believe that many of the recommendations, particularly those
invoIving improvements to the Circular itself, can be acted on with
reasonable dispatch. We shall also consider some selective expansion of
PNRS coverage, primarily to assure inclusion of programs of critical

impact on State and local development.
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We believe that much improvement to Federal implementation of A-95 require-
ments will be realized through decentralization, and OMB expects to work
more closely with the agencies to assist them in improving their internal
procedures for A-95 implementation procedures. As noted above, we believe
Congressional interest and support can be a significant factor in achieving
these improvements, and the GAO review of A-95 itself will have most

salutary consequences.

We anticipate commencing work on a new revision of A-95 very shortly which
will include the implementation of various GAO recommendations. Thereafter,

we shall review the Circular semi-annually with an eye to needed amendment.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

NOVY? 1974

Mr. Victor L. Lowe

Director, General Government Division
General Accounting Office

441 G Street, N.W.

Washlngton, D C. 20548

L*o
Dear Mr. Lowe:

During the past few months, we have received two draft GAO
reports on OMB Circular A-95 and Treasury Circular 1082 re-
spectively. Both reports contained specific comments on the
Regional Grant Information System (REGIS) including a recom-
mendation that a review of agency internal information systems
be completed before any major commltments of resources for
expansion of REGIS.

At the October 24 meeting of the Under Secretaries Group, we
discussed these and other problems related to expansion plans
for REGIS and concluded that in light of the inability to ob-
tain a firm agreement on financing as well as GAO's comments,
the pilot tests should be terminated. A copy of the high-
lights of the meeting is enclosed for your information.

The USG also agreed to support a proposed OMB review of agency
compliance problems with notice of grant award reporting and
the opportunities for more extensive use of internal informa-
tion systems to provide such data to the States. We will con-
tinue to work closely with your staff in developing plans for
this review.

As you know, we are in the process of reviewing the entire
draft report on Treasury Circular 1082 and expect to have our
comments to you shortly.

Sincerel?g

. Py, e

;‘ / [ /

Rebért H. Marik
cmate Director for
Man gement and Operations

Enclosure e
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

Nov 1 1974

MEMORANDUM FOR THE UNDER SECRETARIES GROUP

Subject: Decision on the Future of the Regional Grant

Information System (REGIS)

At its meeting of October 24, 1974, the USG reluctantly came
to the decision that it will not be possible to proceed with
the original plan for the expansion of REGIS, as adopted at
the meeting of June 20, 1974. Three factors combined to lead
to that conclusion:

(-]

It had not been possible to reach final agreement on

the provision of financing in FY 1976 and thereafter
required for the expansion of REGIS. In the USG's

June 20 discussion on REGIS, the concept of seeking a
direct appropriation for FY 76 and beyond in a lead agency
(GSA was recommended) had been endorsed by the USG. How-
ever, OMB had determined that such an approach runs counter
to the existing policy of financing such programs through
user fees levied on PFederal agencies. Moreover, the
participating Federal agencies could not give firm com-
mitment to provide such funds in FY 1976 and thereafter.

The General Accounting Office (GAO) had issued draft
reports on A-95 and TC 1082 (A-98), both of which ex-
pressed serious reservations about the commitment of major
resources to REGIS without further study of the relation-
ship of REGIS and Federal agencies' internal information
systems.

A major tool of the President's top priority attack
against inflation is strong restraint on Federal ex-
penditures, including reductions in outlays previously
planned as well as deferring new initiatives.

The USG still holds strongly, however, to many of the original
objectives of REGIS, which were to develop the capability to
provide current financial information about ongoing Federal
domestic assistance programs to State and local officials, Ped-
eral Regional Councils and the Congress. The USG agreed to
support an upcoming OMB study to determine other means of ad-
dressing the need for improved intergovernmental information
flow including more systematic compliance with existing
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requirements. The study will be completed by March 31, 1975,
and will include the following considerations:

° Federal compliance with the requirements of A-95 and TC
1082 requires substantial improvement. The study should
focus on ways and means to improve the flow of information
required by these Circulars and compliance with the basic
procedures established for each.

® The overall objectives of REGIS as a means of improving
intergovernmental information flow on federally assisted
projects are valid., Therefore, a second feature of the
study should be an analysis of ways to achieve such needed
improvements through other means including more extensive
utilization of internal agency project information sys-
tems, development of improvements in project data standards,
greater compatibility among agency project data systems,
more timely dissemination of data, and the capability of
consolidating individudl agency reports for specific geo-
graphic or functional cross-cut reporting.

° FRCs and State and local governments should be consulted
during this study because of their role in the development
of REGIS, and the FRCs' continuing responsibilities for
A-95 and intergovernmental coordination.

° Satisfying congressional needs including geographically
based Federal aid information as required by the Legisla-
tive Reorganization Act should be covered. REGIS was in-
tended to satisfy some of these needs and viable alterna-
tives should be developed.

As a result of the decision by the USG, the REGIS pilot centers
in Boston and Dallas will be terminated goon as posgsible,
but no later than December 31, 1974. -
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