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ENSURING VALUE FROM EPA GRANTS

Tuesday, July 20, 2004

HOUSE OF REPRESENTATIVES, COMMITTEE ON TRANSPOR-
TATION AND INFRASTRUCTURE, SUBCOMMITTEE ON
WATER RESOURCES AND ENVIRONMENT, WASHINGTON,
D.C.

The subcommittee met, pursuant to call, at 2:52 p.m. in room
2167, Rayburn House Office Building, Hon. John J. Duncan, Jr.
[chairman of the subcommittee] presiding.

Mr. DUNCAN. I want to go ahead and call the subcommittee to
order.

I first want to apologize to everyone for the delay in getting this
hearing started. My friend, Mr. Costello, has already been giving
me a hard time about this but most of the people here on the com-
mittee know that in six years of chairing the Aviation Subcommit-
tee and now the fourth year of chairing this subcommittee, I have
been almost fanatical about starting these hearings on time. In
fact, our last hearing, we started five minutes earlier. I kept call-
ing, they told us the votes were going to start at 1:30 p.m. or
around that time and the last time I called, it was about 1:57 p.m.
and they were getting ready to push the buttons in one or two min-
utes, so that is why we are starting so late. I apologize.

Mr. Costello told me that this is the second hearing he has beat-
en me to and if he beats me one more time, I am going to have
to relinquish the gavel so I will really have to try to be early next
time.

This is the third in our ongoing series of hearing on reform in
EPA’s grant programs. We anticipate continuing them in the next
Congress to ensure that proposed reforms are fully implemented. I
have been encouraged by the progress the EPA has made to date
but as we will hear today, we are still at the beginning of the jour-
ney and not the end. The reforms we are evaluating at EPA have
been proposed several times over the last 10 or 20 years. Often
those reforms faltered after new policies were drafted because
there was a lack of follow through. We want to take this oppor-
tunity to commend EPA’s current efforts. They have taken the
process beyond the point of previous reforms by pushing resources
and responsibilities out to the regions where EPA culture must
make these reforms a reality.

Unfortunately, although many of EPA’s leaders, managers and
project officers have committed to these reforms, there appears to
be some reluctance to change old habits within some sectors of the
agency. Today, we will hear from the EPA that many of the con-
cerns raised by the members of this subcommittee are being ad-
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dressed. Those concerns include improved oversight, introduction of
real competition and development of personal accountability by
EPA managers and program officers.

At the same time, EPA will discuss what is being done to over-
come the remaining challenges in the grant programs. We have ac-
complished a great deal to improve our environment in the last
three decades. I remain committed to the wise use of our resources
while we improve the quality of our rivers, lakes, air and commu-
nities.

One of the most significant resources EPA has been given to ac-
complish these tasks is funding for its grant programs. We cannot
squander these resources by providing money to grants that do not
improve the environment in a measurable way. EPA spent over $4
billion last year for grants. That is over half its budget. The ques-
tion we must always keep before us is what environmental benefit
is the public getting for that money. How far did that $4 billion in
improving our air, water and land. Four billion dollars is a lot of
money.

This hearing will focus on measuring environmental results pro-
duced by EPA’s grants. This is where the rubber meets the road
in fixing EPA’s grant problems. In past hearings, we have rightly
focused on fixing the procedural practices that were broken at the
EPA. However, if we don’t issue grants with real measurable re-
sults, then we could end up with a great process and poor results.
Previously we focused on the discretionary grant making process.
That remains a key distinction on many issues raised up to now.
The concept of getting true environmental benefits for the money
spent applies or should apply to all EPA grants.

It seems obvious that grants should be used to further EPA’s
mission to protect the health of humans and the environment. Un-
fortunately, based on what we will hear from some of our witnesses
today, that doesn’t appear to be how grants are consistently
thought about and targeted at EPA. We will hear from the GAO.
The GAO will discuss examples of EPA grant making where grants
did not produce appropriate environmental benefits. In one case,
GAO recently identified a grant to gather statistics on the use of
environmentally harmful solvents. The survey used to gather this
information had a 1 percent response rate. It is clear the grant
could have been far more effective had EPA verified the capability
of the grantee to perform this survey. From all appearances this
was a lost opportunity and a waste of money, money that should
have been spent on a grant that could have had real measurable
benefits to the environment.

The GAO will also share findings from a recent sampling of EPA
grants indicating that only 15 percent of discretionary grants per-
formed environmental cleanup activities. The remaining 85 percent
went for writing, thinking and talking about environmental prob-
lems. While there is certainly a place for studying problems, most
would agree that these problems have been studied to death and
15 percent for actual cleanup is just not enough. The EPA Inspec-
tor General will share her perspective today on the importance of
measuring environmental results and what the EPA can do to
make such results a priority.
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Much of the work in selecting grants with measurable results
must be done before the grant is awarded. As the IG has pointed
out in previous reports, EPA has struggled to perform adequate
pre-award reviews. For example, the IG previously stated that 42
percent of grants were not reviewed for environmental outcomes
and 31 percent were not reviewed for probable success. In these
cases, the grants were set up to fail before they even began. Fortu-
nately, we will hear from EPA new proposal to ensure that grant
funds are going to be targeted in the future to carry out the agen-
cy’s mission to produce identifiable environmental benefits.

Finally, we will hear from two witnesses with real world experi-
ence in measuring results in environmental grants. Dr. Alan
Moghissi, President, Institute for Regulatory Science and will brief
us on how RSI works with government and private interests to
help them assess the measurable environmental benefits associated
with their projects. Peter Maggiore, the former Secretary of the En-
vironment for the State of New Mexico and Chair of a recent RSI
Review Panel will summarize a report evaluating selected EPA
grants for measurable results. I understand they have some in-
triguing ideas on how to use peer review to improve the quality of
EPA grants in the future.

I want to recognize and thank my colleague, Mr. Costello, the
Ranking Minority Member of the subcommittee, for his support
and effort in helping to reform EPA grant making and I now turn
to him for any statement or remarks he wishes to make.

Mr. COSTELLO. Mr. Chairman, thank you.
Considering the fact that our witnesses have been waiting here

for about a hour, I think what I will do at this point is enter my
statement into the record.

As you noted, this is the third in a series of hearings on this sub-
ject. I have a number of questions I have and I look forward to
hearing from our witnesses today.

Thank you.
Mr. DUNCAN. Mr. Shuster.
Mr. SHUSTER. No.
Mr. DUNCAN. Mr. Diaz-Balart?
Mr. DIAZ-BALART. No.
Mr. DUNCAN. Ms. Johnson?
Ms. JOHNSON. Mr. Chair, I will forego my opening statement.
Mr. DUNCAN. We have a very distinguished panel of witnesses

here today. Ms. Nikki Tinsley is the Inspector General for the En-
vironmental Protection Agency; Mr. John B. Stephenson is Director
for Environmental Issues, U.S. General Accountability Office; Mr.
David J. O’Connor is Acting Assistant Administrator, Office of Ad-
ministration and Resources Management, Environmental Protec-
tion Agency; Mr. Alan Moghissi is President of the Institute for
Regulatory Science and Mr. Peter Maggiore is Principal, Portage
Environmental and Former Secretary of the New Mexico Depart-
ment of the Environment.

We are pleased to have each of you with us. We always proceed
in the order in which the witnesses are listed in the call of the
hearing, so that means, Ms. Tinsley, we will start with you, please.

All full statements will be placed in the record. As in all other
committees and subcommittees, we ask the witnesses to limit their
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opening statements to five minutes and in this subcommittee, we
give you six minutes but I ask when you see this held up, that
means stop. That is done in consideration of other witnesses as
well as members.

Ms. Tinsley, you may begin.

TESTIMONY OF NIKKI TINSLEY, INSPECTOR GENERAL, ENVI-
RONMENTAL PROTECTION AGENCY; JOHN B. STEPHENSON,
DIRECTOR, ENVIRONMENTAL ISSUES, U.S. GENERAL AC-
COUNTABILITY OFFICE; DAVID J. O’CONNOR, ACTING AS-
SISTANT ADMINISTRATOR, OFFICE OF ADMINISTRATION
AND RESOURCES MANAGEMENT, ENVIRONMENTAL PROTEC-
TION AGENCY; ALAN MOGHISSI, PRESIDENT, INSTITUTE FOR
REGULATORY SCIENCE; AND PETER MAGGIORE, PRINCIPAL,
PORTAGE ENVIRONMENTAL AND FORMER SECRETARY, NEW
MEXICO DEPARTMENT OF THE ENVIRONMENT

Ms. TINSLEY. Mr. Chairman and Members of the Subcommittee,
I am pleased to be here today to discuss the importance of ensuring
results from EPA grants.

I would like to begin by reading to you part of a quote from prior
EPA Administrator William K. Reilly. ‘‘First, the good news: I
think EPA does an exemplary job of protecting the Nation’s public
health and the quality of our environment. Now, the bad news: I
can’t prove it....’’ Administrator Reilly made that statement in
1989. It is 25 years later now and EPA has made progress but it
still is not able to identify the environmental results achieved by
many of its grant programs, which account for over $4 billion annu-
ally.

Measuring results is important because it provides accountabil-
ity, communicates the value of the program and it gives managers
the information they need to improve programs. By pairing pro-
gram results or impacts with cost information, both EPA and Con-
gress can make informed judgments about which environmental
programs, or which approaches to delivering environmental pro-
grams, provide the most environmental impact for each tax dollar
spent.

EPA realizes that it must find a way to measure environmental
results but it faces challenges in measuring for virtually all grant
supported programs, those operated by State, local and tribal gov-
ernments, non-profits and universities. Our work shows three com-
mon reasons why EPA has not always been successful in measur-
ing results: EPA didn’t identify results or outcomes when it issued
the grants; EPA hasn’t been able to reach agreement with grantees
on how to measure results; and EPA didn’t plan on measuring re-
sults when it established the grant programs.

Last year, we reviewed pre-award activities required of EPA
project officers by statistically sampling a broad range of grants.
We found that project officers had not linked projects to achieving
environmental goals for $42 million of grants and that they had not
negotiated environmental outcomes for 42 percent of grants. They
were required to do both things.

EPA has been working with States since 1998 to agree on how
it will measure results for its largest grant program, the $47 billion
Clean Water State Revolving Fund. When the program began in
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1988, funds were used to construct or update wastewater treatment
facilities. More recently, States and communities have begun using
the funds for a broad range of nonpoint source and estuary man-
agement projects. Unfortunately, neither EPA nor the States can
compare the results achieved from the different types of projects
because they haven’t agreed on what to measure or how.

EPA hasn’t been able to measure results accruing from its $8 bil-
lion Drinking Water State Revolving Fund. We reviewed EPA’s Ca-
pacity Development Grant Program and found that EPA didn’t
plan to measure program results even though Congress directed
that EPA annually assess States and withhold part of their grant
if they weren’t making sufficient progress in developing the capac-
ity of utilities.

EPA can’t identify the environmental results obtained from the
$5 billion Brownfields Grant Program. We reported in 2002 and
again this year that EPA was measuring economic outputs rather
than progress in reducing or controlling risks to human health and
the environment. The program objectives are to redevelop prop-
erties and to leverage jobs and redevelopment funding. EPA is
gathering information that could be used to report on environ-
mental results, and we recommended that it do so.

There was an article on the front page of last Sunday’s Washing-
ton Post reporting that EPA had overstated progress in reducing
pollution in the Chesapeake Bay. The Bay story provides a good ex-
ample of why it is important to accurately measure the progress of
environmental programs.

I want to thank you for allowing me to testify. I think the work
of this Subcommittee through hearings and other oversight activi-
ties has influenced EPA to improve its management of grants.

I would be happy to respond to your questions.
Mr. DUNCAN. Thank you very much.
Mr. Stephenson?
Mr. STEPHENSON. Thank you, Mr. Chairman and members of the

subcommittee.
I am pleased to be here today to discuss how the Environmental

Protection Agency manages grants to achieve results. My testimony
is based on reports we issued in 2003 and 2004 on EPA grants
management as well as additional work we conducted for this hear-
ing.

As you know, this subcommittee has held previous hearings on
a wide range of EPA grants management issues but we are here
today to discuss the bottom line, do taxpayers have reasonable as-
surance they are getting their money’s worth from the $4 billion
that EPA annually invests in grants. This $4 billion is distributed
as shown in Figure 2 of my testimony. The approximately 3,700
grant recipients that this chart represents includes States, and get
the lion’s share as you can see, 75 percent; local governments,
tribes, universities and non-profit organizations. This is over half
of EPA’s annual budget, so the success of these grants in large part
dictates how effectively EPA performs its overall mission of protect-
ing human health and the environment.

We know that planning for grants to achieve environmental re-
sults and measuring results is an extremely difficult challenge. For
example, it is much easier to measure environmental activities or
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outputs such as the number of permits issued. It is much more dif-
ficult to measure the results of outcomes such as how much cleaner
we have made the air. Nevertheless, it is absolutely critical that
EPA do a better job than it has in the past in clearly demonstrat-
ing results of individual grants.

To its credit, EPA’s comprehensive, five year grants management
plan issued in April 2003 includes the goal of identifying and
achieving environmental outcomes but EPA’s persistent problems
in this area are well documented. For example, EPA has not con-
sistently ensured environmental outcomes are identified in the
grants’ work plans, the document that lays out how the grantee
will use the funding. In fact, as shown in the next table, less than
one-third of the work plans reviewed by EPA in fiscal year 2003
included a description of anticipated environmental outcomes. You
can see it wasn’t comprehensive but it did look at three regions and
several of the program offices.

Not surprisingly, given the shortfall, OMB’s recent reviews of ten
EPA grant programs found that eight of the programs as shown in
the next table were not demonstrating results. OMB’s review was
based on the application’s program assessment and rating tool that
is an integral part of the President’s management agenda. While
we recognize that it is extremely difficult to measure outcomes for
specific grants, particularly if they involve research or training as
opposed to actual cleanup, it makes it all the more important for
EPA to develop better guidance that addresses the complexities of
measuring and achieving environmental results.

Despite the obvious important of this guidance, many EPA pro-
gram offices have still not developed environmental measures for
their grant programs. In addition, EPA’s progress on addressing re-
sults has been slower and more limited than originally planned.
While EPA had planned to issue outcome policy in 2003, a critical
first step to show progress toward this goal, the policies issuance
has been delayed until the fall of this year and will not become ef-
fective until January 2005. As a result of this delay, EPA does not
expect to meet the five year plan’s first year goal of increasing the
number of grant work plans with environmental outcomes from
about 31 percent to 70 percent in 2004.

In the meantime, EPA has issued a limited interim policy that
requires program offices to better link grants to EPA’s strategic
goals. This policy appears to be moving EPA in the right direction
but it still does not go far enough in that it does not require link-
age of individual grants to specific results or outcomes.

While getting the correct policies in place will be challenging, the
major challenge of course will be in successfully implementing the
policy throughout the agency. Realistically, EPA has a long road
ahead in educating its managers, supervisors, staff and grantees
about the importance of environmental outcomes and in putting a
systemic process in place for better ensuring each and every grant
is worth the money.

That concludes the summary of my statement. I too will be an-
swering questions later.

Mr. DUNCAN. Thank you very much, Mr. Stephenson.
Mr. O’Connor?
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Mr. O’CONNOR. Good afternoon, Mr. Chairman and members of
the subcommittee.

I am pleased to be here today as well to continue the discussion
of grants management at EPA.

The agency’s grant management practices have long been the
subject of reviews by the GAO and the Inspector General and au-
dits going back to 1995 have been critical of grants management
practices. The concerns have persisted not withstanding the
issuance of numerous grants policies during that same time period.

To address the persistent challenges in grants management, the
agency issued in April of last year its first ever long term grants
management plan. This plan is a coordinated, integrated approach
to improving grants management. It is intended to address the
root, underlying causes of the poor grants management issues we
are hearing about.

I would like to quickly state the five strategic goals of the plan:
one, enhance the skills of personnel engaged in grants manage-
ment; two, promoting competition in the award of grants; three,
leveraging technology to improve program performance; four,
strengthening our oversight of grants; and five, supporting, identi-
fying and realizing environmental outcomes. We are now more
than a year into the grants management plan and I am pleased to
report that we have made significant progress. However, I also
need to report that we continue to face challenges, some of them
formidable in addressing certain goals of our plan. My written
statement includes a lot of specifics and details about where we
stand with the plan. I won’t go into that right now but I do want
to mention just a few recent pertinent developments.

With respect to the skills of personnel engaged in grants man-
agement, we committed earlier that all EPA grants would be man-
aged by project officers who are certified under our certification
program. Last year, 99.2 percent of all the grants were managed
by certified project officers. Last month more importantly, EPA
senior level grants management counsel approved the agency’s first
long term grants management training plan. Among other require-
ments of this program, the training plan expands our existing
grants training into the persistent problem areas identified in the
GAO and Inspector General audit reports. For example, this in-
cludes training on how to conduct grant competitions, training in
environmental outcomes and stronger training in cost review and
preventing improper use of grant funds.

With respect to competition of grants, under our grants competi-
tion policy that went into effect at the beginning of 2003, 76 per-
cent of non-exempt new grants over $75,000 to non-profit recipients
were competed. A review that we did of the effectiveness of our
competition policy has recently been completed and based on the
results of that review, we are in the process of making some fur-
ther significant changes to the policy. For example, next year we
will reduce the current competition threshold from $75,000 down to
$10,000 and we will strengthen the documentation requirements
for our competition decisions.

With respect to oversight of our grantees, EPA’s December 2002
post award monitoring policy requires baseline monitoring on all
active grants and provides for advanced monitoring on at least 10
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percent of our active grantees. Last year, we completed over 1,000
advanced monitoring reviews. These revealed to us that 22 percent
of our reviewed non-profit grantees had some number of grant
management problems. We have taken a number of steps to ad-
dress those problems and we are now developing a pre-award pol-
icy to help ensure that we do not award grants to non-profit organi-
zations that have these weaknesses in their administrative capabil-
ity to manage grants.

We have also made strides with respect to environmental out-
comes. In January of this year, EPA issued an interim policy on en-
vironmental results that requires that a grant funding package in-
clude a description of how the grant will further the goals of EPA’s
strategic plan. We will not award grants without those descrip-
tions. Effective January of next year, EPA will replace this policy
with a final policy on environmental results. This policy will affect
the entire grants process starting with competitive solicitations and
through the review of final grants performance reports.

Among the requirements of the final policy will be the following.
Competitive grant announcements must describe expected out-
comes and outputs and how the grant is linked to EPA’s strategic
plan. Competitive grant announcements will contain ranking cri-
teria for evaluating applicant’s ability to identify and measure ex-
pected outcomes. EPA will negotiate grant work plans that contain
well defined outputs and to the maximum extent practicable well
defined outcomes that can be linked to the agency’s strategic plans.

Measuring the results of EPA grants is one of our greatest chal-
lenges. Our new policy on environmental results will be a major
step forward in meeting that challenge.

Mr. Chairman, let me conclude by saying again that our long
term grants management plan is a comprehensive system of man-
agement controls and initiatives to address grants management
weaknesses. We have been careful to make adjustments in the de-
sign and implementation of the system to incorporate recommenda-
tions that we continue to receive from the GAO, the Congress and
the Inspector General. Given our uneven performance in the past,
it is fair to ask whether this system will be any more successful
than previous efforts. The answer, I believe, lies in the cultural
shift that is beginning to develop within the agency towards ac-
countable grants management. As with any major cultural change,
this shift will not occur overnight and will require the agency to
adopt a new way of thinking about how grants are managed. I re-
main certain that our plan is a sound one and there is strong sup-
port and backing for the plan among senior management at the
agency. There are serious efforts underway around the agency to
address the issue of measuring environmental outcomes and there
are many dedicated EPA staff working hard to make our long term
strategy successful. We hope in time that we will become a best
practices agency for grants management.

Thank you very much and I would be happy to respond to ques-
tions.

Mr. DUNCAN. Thank you very much, Mr. O’Connor.
Dr. Moghissi?
Mr. MOGHISSI. Thank you, Mr. Chairman.
It is gratifying to see a scientist has been invited to testify.
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At the outset, let me suggest that I am very proud to be a char-
ter member of the Environmental Protection Agency and I was for-
tunate enough to have risen through its ranks very rapidly. I was
a most grateful to my superior at the EPA for having given me the
chance, and others at the EPA, to participate in the scientific ac-
tivities and be an active member of the scientific community. That
is extremely important.

I must emphatically state that in my opinion the scientists at the
EPA are every bit as knowledgeable and competent as scientists
anywhere else.

I am going to skip some of the prerequisite that I describe and
I do apologize if I sound professorial. It is hard to get the teaching
out of your blood. So if I sound professorial, please accept my apolo-
gies, I don’t mean to be.

During my last years with the EPA, I became aware of the neces-
sity to come up with a process to define what is best available
science. Let me briefly go over that. We classify scientific informa-
tion in four categories: in increasing level of acceptability, personal
opinions, gray literature, most government reports, most advocacy
reports, most reports that are not subjected to peer review are gray
literature. Independently peer reviewed and in consensus process
review and I will come back to the fourth one in a minute. We clas-
sify the scientific status of science in three main categories: proven
science which is scientific laws; applied science if you want to build
this building, you apply basic statistics, scientific validity of these
but somebody has to review to see did you correctly apply; then
evolving science, much of the science upon which the environ-
mental protection is based falls in that category and finally, falla-
cious information, some call it junk science.

It is imperative to recognize that peer review is particularly im-
portant in evolving science and it is responsible for eliminating fal-
lacious science. Why do I say all of those? Because in the conten-
tious area of environmental protection, a great deal of information
is in evolving science and in fallacious science.

We at the EPA have performed over 300 peer reviews, we have
done it for Federal agencies, State agencies, local agencies, congres-
sional committees, so on and so forth. Most of these have been per-
formed with professional societies. Interesting enough, a core issue
of peer review is making sure the people are competent and have
no conflict of interest and having performed 300 if you multiply
them by about five reviewers, you can see how many reviewers we
have had. We have no problem finding competent scientists.

What led us to peer review these activities? One of my colleagues
who used to work at EPA stated something to the effect that EPA
can give grants to whoever EPA wants at any level they want, ev-
erything is arbitrary. I could not believe that. A recent report by
the EPA’s Inspector General—I don’t know if that is the same In-
spector General or another Inspector General—came to the conclu-
sion that a large number of grants were given based on not peer
reviewed or no metric for them and so on.

Similarly, the most recent report of the Office of Management
and Budget some of you may have followed on the subject of peer
review. I wrote a letter to you, Mr. Chairman, asking if you could
find someone to help us perform these peer reviews. You were kind
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enough and your letter was very encouraging. It would have been
even more encouraging if you would have said where we could get
some funds to do it. We certainly appreciated your letter.

The peer review that we performed occurred in three stages. We
went to the staff of the Institute for Regulatory Science and I be-
lieve we have the most competent staff there is anywhere. We went
through under the leadership of Dr. Straja who is our vice presi-
dent, he handled the literature, are there clear-cut metrics for envi-
ronmental protection, and unfortunately he could not find them. So
we set up an assessment panel to develop environmental metrics
and these are included in the executive summary of the report
which is appended to my statement and we have some copies of the
report here for the people who would like to have a copy.

Subsequently, we established a review panel chaired by Peter
Maggiore and I am most grateful for him and for his friendship to
have done that, to have performed that peer review under his lead-
ership with the panel and he will report on the results of the grant.

Finally, we went back to the Commission on Assessment and Re-
views. This commission is established by the Institute for Regu-
latory Science with the cooperation of a very large number of pro-
fessional societies and asked them to come back with recommenda-
tions on how EPA may improve its grants giving mechanism. It is
imperative to recognize that our review is not adversarial, our re-
view is constructive. It is intended to be helpful. Nobody is helped
if we criticize the people but don’t tell them how to go about im-
proving what they are trying to do. So there are specific rec-
ommendations by the Commission on Assessment and Reviews.
There are couple I would like to emphasize.

First, the EPA has to develop these metrics, subject them to
independent peer review. They have to be clear, concise and under-
standable. Two, it is imperative that the grants comply with two
very important parameters. One, they must have a measurable
metric, a measurable benefit. Two, they must be based on best
available science. Junk science has never helped anybody. It must
be based on independent peer review.

Finally, I do not want to belabor the subject of unsolicited pro-
posals ought to be considered every bit as closely as others. The
U.S. technology science development is largely based on individual
initiatives who have come to agencies and asked for grants. They
have to comply with all requirements but the unsolicited proposals
ought to be considered.

Thank you.
Mr. DUNCAN. Thank you, Dr. Moghissi. We will get more from

you during the questioning part of this proceeding.
Next we will go to Mr. Maggiore.
Mr. MAGGIORE. Mr. Chairman, thank you for inviting me here

today to testify about the results of the independent peer review of
discretionary grants awarded by the U.S. EPA to non-profit organi-
zations. I forwarded copies of my testimony which I am about to
give along with a copy of my vitae for the congressional record.
Please note that my testimony is based on my own professional
opinions as Chair of the review panel and don’t necessarily reflect
the opinions of the company by whom I am employed.
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The process that led to the review of grants awarded to non-prof-
it organizations by EPA started when the Commission on Assess-
ments and Reviews, of which I am a member, was asked by the
staff of the Institute for Regulatory Science to approve a process
based on three phases. The first phase involved the identification
of appropriate environmental metrics which could be used to iden-
tify measurable environmental benefits. The second step would be
to review a sample of grants awarded to non-profit organizations
by EPA. The third step would be to provide recommendations to
ensure a sound grant mechanism.

As I just mentioned, the first step consisted of identification and
if necessary, the development of measurable attributes which could
be used to assess the extent to which the grants may have brought
about environmental benefits. The Commission on Assessments
and Reviews established an Assessment Panel to review the exist-
ing legal mandates as well as the scientific information to develop
a set of environmental metrics. Based upon my experiences as the
former Secretary of Environment of the State of New Mexico, I was
requested to be a member of that panel.

The Assessment Panel was somewhat surprised to find that ap-
parently no clear, concise and comprehensive environmental
metrics were readily available to evaluate benefits. I say somewhat
surprised because it has been my personal experience that metrics
such as these have only recently found their way into the toolbox
of environmental agencies. For example, environmental agencies
have historically measured success based upon either staffing lev-
els or funding levels rather than the number of pounds of pollut-
ants per year that could be kept out of an airshed or watershed.

The members of the Assessment Panel found themselves to be in
general agreement with the stated mission of the U.S. EPA. Re-
sponding to the Government Performance and Results Act of 1993,
in 1997 the EPA stated ‘‘The mission of the U.S. Environmental
Protection Agency is to protect human health and safeguard the
natural environment, air, water and land upon which life depends.’’
These environmental metrics developed during this process identi-
fied six general categories of actions that provide environmental
benefits. Four distinct metrics are related to protection of human
health; another four metrics are devoted to ecological health; two
metrics are each devoted to contaminate concentrations in environ-
mental media and emission controls. Three metrics are devoted to
education and public outreach. Two additional general metrics
were defined.

As Dr. Moghissi mentioned, best available science is a key part
of the metrics described above. In effect, the Assessment Panel
stated that the only acceptable and measurable approach to pro-
tecting human or ecological health and reducing emissions and con-
centrations of pollutants is to use best available science. Actions
that are based on faulty science do not necessarily protect human
health regardless of the intention of those who undertook the ac-
tion. This situation is analogous to a patient whose disease is ei-
ther being diagnosed or treated. A misdiagnosis or an incorrect
treatment of a disease is unhelpful regardless of the affection of
those who care for the patient. Consequently, the Assessment
Panel found that each grant should fulfill two criteria. First, it
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must provide a measurable benefit to the environment. Second, it
must meet the requirements of best available science, that is it
must be based on peer reviewed information.

The primary reason for the development of environmental
metrics was to identify criteria against which the results of each
grant award could be evaluated. In performing this peer review,
the review panel was provided with specific questions commonly re-
ferred to as review criteria to assess the validity of various sci-
entific claims. One of the processes for identification of review cri-
teria was completed, and the next step was to select a reasonable
number of grants among the over 300 grants that were competed
during fiscal year 2002. Three attributes were identified for select-
ing grants. One or of the six topics included in the metrics identi-
fied above such as human health or emission reduction, the level
of funding or the nature of the organization receiving grants. In as-
sessing the last attribute, organizations receiving grants were clas-
sified into seven categories such as universities and professional so-
cieties. Based on these criteria, ten grants were selected by the RSI
staff and all collected information relating to these grants were for-
warded to the review panel for analysis.

The review panel was unable to identify a clear, defensible ap-
proach by which the EPA selected grant recipients. The traditional
approach in evaluating qualifications of the principal investigator
or PI or the institution receiving the grant appears to have been
seldom if ever followed. In many cases, there was no PI or if a
name was given, there was no evidence that the qualifications of
the PI were even provided to the EPA much less evaluated. There
was only marginal evidence that any project was internally re-
viewed. There was no evidence of an independent peer review hav-
ing existed for most projects.

I will jump to the conclusions which were that the review panel
recognized the importance of the role that discretionary grants play
in the arena of stimulating innovating solutions to complex envi-
ronmental and ecological problems. If such a discretionary mecha-
nism ceased to exist and grants were not allowed to be issued on
a discretionary basis, unique opportunities to make scientific, tech-
nological and engineering breakthroughs could be significantly im-
pacted if not lost.

Notwithstanding the above, the review panel found that the cur-
rent process used by the EPA to receive applications, award grants,
and evaluate their outcomes could be significantly improved. Al-
though several grants were found to provide environmental bene-
fits and were based on best available science, many of the grants
reviewed dealt with various aspects of education that emphasized
ecological issues without consideration of the scientific validity of
the educational materials. Given that the primary mission of the
EPA is the protection of human health, the EPA is urged to reas-
sess its priorities. In providing grants to non-profit organizations
by establishing clear, representative environmental metrics, the
EPA could enhance its ability not only to select the most important
project but to evaluate each selected project’s progress against cri-
teria that would measure the achievement of environmental bene-
fits.

Mr. Chairman, this concludes my prepared remarks.



13

Mr. DUNCAN. Thank you, very much. I thank all the witnesses
for very fine testimony.

I am going to ask just a couple questions to start. I have ques-
tions for all the witnesses but may be I will take just the first five
minutes.

Mr. O’Connor, you saw Mr. Stephenson put up a slide that said
that the OMB rates $2.75 billion worth of EPA grant programs in
2003 as not demonstrating results. What do you think about that?
Did you see that and do you think OMB was being overly critical
or overly harsh? Do you think they were sort of on target and be-
cause of these reforms it is going to be much better the next time
if they look at what you are doing?

Mr. O’CONNOR. First of all, I do not challenge their findings in
that regard. I think what I have found as I looked at these issues
when you look at the files, you don’t see the documentation that
you want to see to demonstrate you actually got the outcomes or
the results you were looking for. The question of whether you did
or not is very much up in the air, so I don’t challenge the fact that
as you look at files that you see the lack of documentation and the
lack of evidence in there. We have acknowledged why some key
components of our five year plan are intended to address that very
situation.

Mr. DUNCAN. It seems to me and I am sure you feel the same
way that it has to be more than just a line or a section on a form,
there have to be meetings and discussions about it and people ask-
ing what good is this study going to do.

Mr. O’CONNOR. I agree and the first step I have taken as I have
addressed this is the solicitation needs to be very clear about that
as best we can do it. Whether we will get to a perfect state or not,
it has to be stated up front in the grant solicitation.

Mr. DUNCAN. I realize what we are talking about is not easy be-
cause if you expect a study to produce some good or some results,
if you knew what was going to happen in advance, you wouldn’t
need the study.

Dr. Moghissi, I knew what you were going to say. I appreciate
your saying my letter was encouraging but it would have been
more encouraging if I had sent money. I wish I could have because
I admire and respect the work you are doing and I like your ap-
proach. I agree that these projects should be peer reviewed. On the
other hand, you mentioned a couple of times junk science and no-
body is in favor of junk science but there is an old saying some-
thing to the effect that one man’s junk is another man’s treasure.
What came to my mind when you were talking about that was I
was in the hospital for three different times back in roughly the
late 1970’s to the last time in 1990 and then a man who everybody
thought was crazy over in England said that ulcers were being
caused not by stress or food but that 85 percent of ulcers came
from a virus that was labeled H-pylori. I was tested for that and
anything over 4 was considered that you had it and I scored 79.
Once they put me under treatment for that just for a few weeks,
I haven’t had any trouble since then.

I am wondering how do you do that? You want to have peer re-
view but you don’t want to have all scientists thinking alike. You
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want to allow some innovation or creativity. What do you say to
that?

Mr. MOGHISSI. That’s an excellent question. That is a question
that is always being asked when people talk about science. I did
not go over classification thoroughly. You may recall I said the sci-
entific information that is proven science, which is scientific laws
and applied science, the next one is what I call extrapolation, sci-
entific judgment and then fallacious science.

I used to be a professor of medicine believe it or not. The treat-
ment of ulcer was based on the hypothesis which falls somewhere
within extrapolation to scientific judgment. That is where the con-
sensus process would come in. If somebody would have gone to the
relevant medical college of the professionals and asked what is a
consensus, is there a chance that virus would have caused it? You
would have found they would have ruled it out. The discussion on
virus is about 30 years old and I bet you the event you describe
is not 30 years old, it is a little younger than that.

The point I am trying to make is reliance upon best available
science would have immediately led the attending physician to
come to the conclusion you cannot rule it out and therefore appro-
priate measures would have to be taken. Having said that, in the
emerging area of science in all due fairness, the physician is
placed, and I have a daughter who is a physician, in an untenable
situation in that lack of knowledge is there. That is not the case
with environmental protection. We know a lot about what pollut-
ants do to human beings. We know that. In my years with the
EPA, we developed standards. These standards have been teensy
weensy, a little bit back and forth, some have been more restric-
tive, some not so restrictive but we have a fairly good knowledge.

My problem with lack of peer review is not even trying to find
out if the cause is the virus or some other things.

Mr. DUNCAN. I think as in so many things, we need to have some
balance, we need to base a lot of what we are doing on things we
already know but we also need to realize that the more you learn,
the more you realize there is to learn. We need to be careful not
to stifle the creative and innovative thinkers.

Let me go to Mr. Costello very quickly.
Mr. COSTELLO. I will ask one question and hopefully we can get

to another member or so before we have a vote.
Ms. Tinsley and Mr. Stephenson, you have testified before the

subcommittee in the past. I think the last time Mr. Wynn was here
from the EPA and it seems to me at least from my memory that
we continue to go over the issue of grant oversight and other prob-
lems within EPA. As the Chairman mentioned, we have seen some
improvement and you have noted that in your testimony but when
we are searching for answers to do a better job as far as grant
oversight, it seems that we do not need additional policies or regu-
lations or rules over at EPA but we need to get the personnel there
to implement what currently exists as far as policies and proce-
dures.

I just wonder if I can ask you, Ms. Tinsley, one, regarding grant
oversight, just a general overview, how is EPA doing and two, as
far as improving and you covered some of this in your testimony,
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do we need additional policies, rules and regulations or do we just
need to do a better job of management?

Ms. TINSLEY. We just need to do a better job of management. The
Agency’s done a very good job in establishing policy. It has trained
its staff. I think accountability is the key to this, holding managers
accountable, holding employees accountable. For the first time, I
think Mr. O’Connor mentioned that grant oversight duties have
been added to employee position descriptions or to their perform-
ance management plan, so it will be interesting to see if that
makes a difference in performance.

Mr. COSTELLO. Do you have other recommendations that you
would like to talk about today as to what EPA should be doing?

Ms. TINSLEY. The only thing that I would add, and this could be
in the order they are going to issue later and we will surely com-
ment on the draft order, would be the importance of identifying in
grant documents how you are going to measure the environmental
results. Of course there are a lot of challenges as far as working
through the largest grants, the grants for those revolving funds be-
cause EPA has to work with States and come to some kind of
agreement on what is going to get measured and how that meas-
urement is going to happen. Those are really terrific challenges.

Mr. COSTELLO. Mr. Stephenson, do you have a brief comment?
Mr. STEPHENSON. No. I agree that implementation is going to be

the difficult part of this. I do believe they need to continue in the
direction they are moving with the environmental results policy.
That is the hard part, to get individual grantees to document what
they hope to achieve. I agree in part with the peer review aspect
that you should ensure that the grantee has the capability to per-
form the grant as agreed. I am not sure that is always done as well
as it should be, but the difficult part is not the policy, it is the im-
plementation through the program office and regions who are
largely responsible for overseeing these grants, not the grants man-
agement staff itself. They are the ones that set the policy but for
implementation, the program offices and regions are key to that
process.

Mr. COSTELLO. Mr. Chairman, I will have some follow up ques-
tions when we come back form this vote.

Mr. EHLERS. [Presiding] The real Chairman asked me to preside
for a bit longer to keep us going and then as soon as we complete
votes we will be back and keep roaring onward.

First of all, Mr. Stephenson, in your testimony you talked about
the fact that EPA hasn’t seemed to focus on performance because
they haven’t been following directly OMB’s program, the program
assessment rating tool. That assumes that is a good measurement.
Are you convinced it is a good measurement? Have you done any-
thing to verify that is a good measurement?

Mr. STEPHENSON. I think as an agency, GAO has not whole-
heartedly endorsed the PART process but I think it does look at the
process agencies use to evaluate outcomes or results from their pro-
grams. I think the spirit of that is good. I think what they are fo-
cusing on here is the fact that the individual work plans for indi-
vidual grants do not contain adequate documentation on what they
hope to achieve with the grants. So that is largely what the PART
reviews in this case were based on.
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Mr. EHLERS. I have a little trouble getting my hands around
what you mean by grants and perhaps a question best for Mr.
O’Connor and Ms. Tinsley. I am a scientist myself. To me grants
are money that is given for research. You state what you hope to
do in your research, you put measures in, you have evaluation
mechanisms and so forth but EPA also gives grants to clean up
waste sites, gives grants to clean up sediments in rivers. It pro-
vides a number of different grants.

Ms. Tinsley, I will start with you. What does that mean to you
when you talk about EPA grants? What type are you talking about
or are you lumping them all together?

Ms. TINSLEY. In my testimony I talked about a couple of the big-
gest ones, the revolving funds. The Clean Water State Revolving
Fund started out as a construction grant program and EPA funded
the construction of wastewater facilities across the country. That
was a big part of EPA’s mission when it first began. Those grants
now are a loan program and the EPA gives money to States that
leverage out loans. So they continue to use part of that money to
build wastewater treatment facilities, to update them, but they are
also using that money for the other kinds of things you talked
about, for nonpoint source things, for protecting stream banks, for
restocking fisheries. The percentage of money that is going into
those other activities is growing.

We know that when you build a wastewater treatment facility,
obviously it helps clean up the water but what we don’t know is
by how much. If you equate this to the Bay program where the pro-
gram was taking information that was being submitted to it and
projecting whether or not the Bay was getting clean, you find out
that in fact those projections, even when they were measuring and
thought they were doing a good job of measuring, the projections
weren’t accurate. So it is really important to actually go out and
start doing the measurements. It is also important to be able to
compare different kinds of projects and see which ones give you the
most environmental result.

Mr. EHLERS. But you are basically not talking about research
grants then?

Ms. TINSLEY. Research grants would be in the big picture cat-
egory of grants. When you try to evaluate the impact of a research
grant, you have to look out beyond the end of the grant. For exam-
ple, if you have a grant, you are doing research on how to promote
pollution prevention, then you would have to look to see whether
or not you created some sort of project that people implemented to
reduce pollution, so you have to look years beyond the grant. It is
a continuum but you have to have some end in mind certainly
when you start.

Mr. EHLERS. I am afraid I am going to have to recess the hearing
at this point or I won’t be able to vote.

I declare the hearing in recess until the return of the real Chair-
man.

[Recess.]
Mr. DUNCAN. [Presiding] Dr. Ehlers, did you have a chance to

ask your questions or do you have an additional question or two?
Mr. EHLERS. If you don’t mind, Mr. Chairman, I do have two

since I had to leave with less than the five minutes used.
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Mr. DUNCAN. Go right ahead.
Mr. EHLERS. The point I was pursuing is simply that you need

different types of peer review for different projects. The people
doing the peer review should be peers. If it is a scientific project,
my definition of science I think is different from Ms. Tinsley’s, but
you need a scientist who knows the field who understands the pro-
posal and can make some judgment as to whether it is a good pro-
posal or not and whether it has at least some chance of succeeding.

The example of the ulcers which the Chairman brought up is a
good example of poor science. Part of the problem is—I hope I don’t
offend our guests here—but doctors of medicine by and large are
not good scientists, they are clinicians. There is a huge difference
between a doctor who is a clinician and one who is in fact a sci-
entist.

For reviewing a sewer project or a landfill cleanup, you need a
different type of peer. That is why this business gets so complex
and that is why I am a bit worried about the part system. I am
certainly willing to give it a try. I met with the people from OMB
who initiated it and the are giving it an honest effort but let us
not kid ourselves that the way to review things is to just plug it
into a formula whether it is part or something else. You really have
to have people who understand the system, understand the science
and can make reasonable judgments as to whether or not the
project will succeed.

I wanted to turn to Dr. Moghissi for a moment to see if he has
any comments on that based on his experience at EPA and else-
where?

Mr. MOGHISSI. You stated very eloquently the prerequisites for
an appropriate peer review. The individuals who are chosen to peer
review an activity ought to be as you correctly pointed out, ought
to be peers. To use an example to demonstrate what I am talking
about that is very, very common. You have a panel in which soci-
ologists, psychologists, engineers, medical doctors, all of them are
put together and you are trying to make an interdisciplinary re-
view. In effect, a psychologist is asked to vote on a mechanical en-
gineering and a mechanical engineer is asked to review medical
issues and so on. That is not a proper approach.

As a general rule, at least three, and I know you are the recipi-
ent of a very high award from the American Society of Mechanical
Engineers, I was present when you received that award so you are
very, very familiar with what I am talking about.

The panel that is set up at least three individuals ought to be
capable of judging the issue that is being reviewed. If you have a
multidisciplinary review, then you have to have subcommittees
that each one of them reaches a conclusion and then they are com-
bined into an oversight committee that puts all of them together.
It is imperative that the peer review is done by peers. That is a
prerequisite. An individual who participates in a panel ought to be
capable of judging what is being reviewed. In my judgment, we
have a long way to go and I share the view you expressed about
part. It is a very useful thing but what is lacking in part is the
scientific component, the technical component. They judge the man-
agement side of it but the content is missing. So I am hoping one
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of these days, Dr. Graham, whom I think the world of, an outstand-
ing individual, attends to that and include a scientific side to it.

Mr. EHLERS. Just a quick question for Mr. Stephenson and Ms.
Tinsley. When you review projects, do you look at that as to wheth-
er or not the reviewers were picked because of their expertise on
that particular type of project, experiment or research or whatever.
Is that a factor in your review?

Mr. STEPHENSON. Do you mean if we look at peer review? Not
on the grants work, we haven’t because that is not a factor. We
generally think that assessing the capability of a grantee is obvi-
ously a good thing but we haven’t looked at that in terms of peer
reviews, how that is done or whether it is done or not at EPA.

Mr. EHLERS. Ms. Tinsley?
Ms. TINSLEY. We have not looked at peer review at EPA either.

We have looked at whether or not EPA reviews to see if the grant-
ees are capable.

Mr. EHLERS. OK, but I am also worried about the peer reviewers
being capable. I would suggest that is an important component or
factor in reviews. As a physicist, I happen to think physicists are
omniscient and therefore could serve on any panel but I know that
is not true.

Mr. Chairman, I yield back.
Mr. DUNCAN. Thank you very much.
I was going next to the other side but we are going to go to Mr.

Shuster here next.
Mr. SHUSTER. Thank you, Mr. Chairman.
I need something cleared up. Have we developed a measurement

or the metrics to be able to apply to it to the EPA, to these grants
and projects? I am not clear if we have it or we don’t have it or
it is in the process. That is what I think I understand it to be, in
the process of being developed. Does anybody care to answer that?

Mr. MOGHISSI. Our assessment panel of which Pete Maggiore
was a member addressed that exactly and he briefly described how
to measure if I have a benefit. For example, they came up with
human health. If you can demonstrate there is a reduction in
human morbidity as demonstrated but reduction in either the prev-
alence or the incidence of human disease related to a specific envi-
ronmental exposure, if you can demonstrate that, you have a met-
ric that says you have accomplished an environmental goal. For ex-
ample, reduction in concentration of pollutants in air, water, food
or soil to legally mandated limits for areas that exceed the regu-
latory standards, if you do that you have an environmental metric.
Reduction in concentration of carcinogens in environmental media
because currently the theory is there is no limit. There is a linear
nonthreshold theory that manages so if you can reduce the con-
centration of carcinogens and there are about 17 of them that the
assessment panel identified. It wasn’t chaired by Peter Maggiore
but he was a member. I don’t know if you want to comment.

Mr. MAGGIORE. Essentially that is correct. When we began this
process we did not find any previously existing environmental
metrics or criteria against which these grants could be measured,
so we took it upon ourselves to develop a set of metrics. That is
not to say that these are the only metrics that can be used or the
best metrics that could ever be developed. They are simply metrics
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we felt were important to put out on the table in order to complete
our work. I think they can serve as a guide possibly for EPA to look
at or improve or implement.

Mr. SHUSTER. How does EPA feel about these metrics they have
identified?

Mr. O’CONNOR. I think as we heard from some of the testimony,
we have a small number of metrics or I should say metrics for a
small number of our grants. It is a huge challenge environmentally
for the agency to develop metrics for whether we are making
progress in clean water, clean air. For us in grants to then take
it down a level to put a metric on a grant you can look at and say,
this particular grant had this outcome in cleaning a body of water
is a particular challenge for us. We have a lot of work to do in this
area.

Mr. SHUSTER. We are using peer review now to look at these
grants?

Mr. O’CONNOR. We are using peer review in some of our grant
programs. All of our competitive research grants in the Office of
Research and Development, for example, do use peer review in se-
lecting our grantees. We use less obviously in other parts of the
agency and where we do, it is probably not as formal as the peer
review process on the research grants.

Mr. SHUSTER. Mr. Stephenson, you had said there were programs
to determine what was not put into place or they were delayed.
Again, we are developing metrics, we have peer review but we are
not able to determine the results or the environmental benefit of
a grant program. What is in place now that we are looking at to
do that?

Mr. STEPHENSON. We were focusing specifically down at the
grant level. On that end of the table, they are talking about meas-
ures for the agency itself but we want to see better documentation
on an individual grant by grant basis, what outcomes you expect
to get from that grant. We want to see a better assessment of the
capabilities of grantees to do that, we want better monitoring along
the way to ensure that is happening and better evaluation at the
end than currently happens.

Mr. SHUSTER. That is on both sides of the table, the EPA setting
down this is what we expect and the grantee saying this is what
we think we can accomplish?

Mr. STEPHENSON. Yes.
Mr. SHUSTER. And that is not taking place now?
Mr. STEPHENSON. What we are saying is they are a little bit be-

hind. It is goal five of the five year strategic plan. They had hoped
to have a broad policy in place that the program offices could then
use to develop better metrics for their individual programs but
since the policy is behind, the metrics are behind.

Mr. SHUSTER. And the policy is behind because the folks working
at EPA aren’t adhering to it and moving forward?

Mr. O’CONNOR. I don’t want to make any excuses for why that
part of the five year plan has fallen behind. It has fallen behind.
From my standpoint, this is a very ambitious plan, there is a heck
of a lot of work going into it. This one has happened to fall behind.

I might add that even though the formal policy is delayed until
later this year, it doesn’t mean that in the meantime we are not
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working with other program offices and trying to move them in
that direction and get them on their own to move in that direction
while we are waiting for the formal policy.

Mr. SHUSTER. Is it because they are resisting or is it because
there are hurdles even they can’t overcome that is slowing them
down?

Mr. O’CONNOR. I think on the issue of the delay in the policy, it
is not a matter of an issue in the program offices, it is a matter
of issues in my own office. If your question is just specific to why
has there been a delay in getting the policy out, I would say that
is not due to any particular resistance of the program offices, but
a matter of workload and priorities and juggling things in our office
as we try to implement the entire five year plan.

Mr. SHUSTER. Ms. Tinsley, is that what you believe, that there
is not resistance out there among the middle management or EPA?

Ms. TINSLEY. I think if EPA had a policy that said measuring for
results had to be in every grant, there would be resistance to that.

Mr. O’CONNOR. I don’t disagree with that. I am simply saying the
delay in the policy is not due to that resistance. There is a lot of
resistance to a lot of what we are doing in our five year plan.

Mr. SHUSTER. That is what I see out in the world that I rep-
resent, EPA offices throwing up hurdles and resisting. We go
through endless review after review on whatever project it is. It
just seems to me we need to be able to move forward on these
things whether they are studies or projects and put an end to some
of this resistance. So it is very frustrating to me and it is very frus-
trating to the people that I represent that have to go through this.
We have a case that happened in one of our counties extending a
5,000 foot water line. It was supposed to be a one year job and
ended up taking six years and went round and round. We have to
do a better job and I think there is tremendous savings by making
sure these things move forward in a timely fashion.

Thank you, Mr. Chairman.
Mr. DUNCAN. Thank you very much, Mr. Shuster.
Mr. Taylor.
Mr. TAYLOR. Thank you and I appreciate your all being here

today.
I am looking at the GAO report on page 11. I wish someone

would explain to be Table 3. I would think the easiest thing to
measure would be the results of the Clean Water State Revolving
Fund. Obviously something is amiss if you can’t measure that in
terms of millions of gallons of water a day treated for turbidity or
biological oxygen demand or suspended solids. Is there a disconnect
between the Federal Government, the State Government and local
governments that are actually getting the funds?

Mr. STEPHENSON. There may be. This is based on OMB’s assess-
ment through its PART review. We have not in GAO done specific
work on the Clean Water Revolving Fund or the Drinking Water
Revolving Fund that this 1.3 billion is based on. The IG may have.

Ms. TINSLEY. We have. We just reviewed EPA’s efforts to meas-
ure results from that fund recently. We found EPA has been work-
ing with the States since 1998 to try to agree on what they would
measure and how they would measure it and they cannot come to
an agreement. The States are resistant because, in part, they don’t
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know how the measures will be used and no one wants to think
their funding is going to be reduced based on results. So there are
a lot of challenges for EPA when it tries to measure the results of
these big programs. It is obvious that it has made a difference but
how the States and EPA are going to measure results they can ac-
tually attribute to that program versus many other things that go
on in environmental protection is a hard thing to do.

Mr. TAYLOR. I am looking at this and again it is close to half of
the total funds of that program. One thing I am familiar with is
the Corps of Engineers I believe is the 901 or 904 program where
they step in and help local communities with things like waste-
water treatment or wastewater collection. It is a direct relationship
between the Corps of Engineers straight to a city leaving the State
out of it. Has anyone done a comparative look at whether we would
be better off as a Nation talking straight to the cities than going
through the States? I am trying to figure out what efficiency you
gain by going through an additional level of bureaucracy since to
the best of my knowledge almost every wastewater authority, at
least the ones I know of in Mississippi, are all at the local level,
not at the State level. I know of no State wastewater authority.

Ms. TINSLEY. I believe the way that grant program works is the
State’s role is to assess the projects and provide funding to those
where they think they can provide the most environmental benefit.

Mr. TAYLOR. Let us back up to what you just told me. You just
told me they can’t measure the results. If they can’t measure the
results, how can they do a good job of assessing who gets the fund-
ing?

Mr. STEPHENSON. Let me say that the Clean Water Revolving
Fund is based on formulas for the States right now as set up in
the Clean Water Act.

Mr. TAYLOR. I understand but I am still going back to what Ms.
Tinsley just told me, that the States can’t measure results. If they
can’t measure results, why are we delegating to them the respon-
sibility of deciding who gets the money to address these problems?

Ms. TINSLEY. My staff tells me that the assessment is based on
the severity of the water problem where they are asking for money.
What they are doing is putting the money where they think the
problem is the most severe. What we don’t have is a measure for
how much better that water gets afterwards.

Mr. TAYLOR. Is there any Federal oversight as far as being an
honest broker to ensure that is indeed where the money is going
to address the largest problem as opposed to maybe political crony-
ism? Sewage is probably the easiest thing of all to measure, meas-
ure millions of gallons a day that is either in attainment or not in
attainment, barely in attainment or way out of attainment, needs
some remedial money spent or a lot of remedial money spent. I
think of all the things that is probably the easiest thing to identify
your big trouble spots as opposed to your small trouble spots.

Ms. TINSLEY. The work we have done looking at EPA oversight
has shown in many instances that EPA receives reports and the
States receive reports because we have actually done some joint
work with State auditors on oversight, but the State and EPA of-
fices don’t always look at those reports and pay attention to what
is going on.
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Mr. TAYLOR. So there is no Federal oversight?
Ms. TINSLEY. There is a Federal role in oversight. It does not al-

ways happen.
Mr. TAYLOR. What is the Federal role other than to write a

check?
Ms. TINSLEY. The Federal Government should be overseeing

those State programs to see whether or not they are doing what
they agreed to do.

Mr. TAYLOR. Do you know of any instance where the Federal
Government ever told a State entity you are not setting good prior-
ities? Can you name one?

Ms. TINSLEY. We did some work in the State of Louisiana a cou-
ple years ago and we actually did it in response to citizen petitions
for us to look in Louisiana. We partnered with the State Auditor.
The State Auditor looked at some programs, then we looked at Re-
gion 6’s oversight of Louisiana. We found that neither entity was
doing its job. As a result of that, we actually recommended that
EPA withdraw the programs from the State. EPA did not withdraw
the programs but it did do some serious negotiation with the State
and there have been some significant changes in the way that
State Department of Environmental Quality runs its program.

Mr. TAYLOR. Can you name another instance?
Ms. TINSLEY. I can’t name another instance but we are doing

that same kind of work in EPA’s Region III which oversees Mary-
land, Virginia, West Virginia, Pennsylvania, DC, and Delaware
right now. So we don’t have the results of that work yet but we
are looking there as well.

Mr. TAYLOR. What is the normal recourse for a citizen or a com-
munity if they feel their need to be put on either a central collec-
tion system or for their plant to be upgraded or for a neighboring
community, say they happen to be on the downstream side of a
neighboring community and getting the effluent from someone who
is not making the investment? How does a citizen or group of citi-
zens try to get your attention to reassess those priorities? This is
not a classroom lecture. These are questions I get on a fairly regu-
lar basis. I really haven’t had a chance to talk to folks like you.
Since particularly in the case of wastewater, it becomes everybody’s
problem eventually.

Ms. TINSLEY. Of course we don’t hear the stories where people
are successful in going to their local community or going to their
State office or going to EPA and getting results. We don’t hear
about it until somebody is very frustrated and usually sends us a
hotline complaint or, like the citizens in Louisiana, petitions us. We
actually got another petition out of that region and that was from
Texas. Folks in Texas asked us to go in and do the same work in
Texas that we did in Louisiana. We were able to get the State
Auditor in its normal oversight to do that work so we did not have
to do it but it is difficult for the individual citizen sometimes to
make something happen. As I said, we don’t know when they are
successful; we only hear about it when they are not successful.

Mr. TAYLOR. Was the program always this way? Did it always
flow through the States or at any time were the decisions made ei-
ther at the EPA regional level or at the national level as to the dis-
bursement of funds?
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Mr. STEPHENSON. To my knowledge, it is set up in the legislation
that the States will get the money. It sets up an allocation formula
for the States. I am not familiar with exactly what the formula is
but the Drinking Water State Revolving Fund and the Clean Water
State Revolving Fund are both similar in that regard.

Mr. TAYLOR. Do you limit the percentage of funds that can be
spend on administrative costs, talking about at the State level?

Mr. STEPHENSON. I am not familiar with that.
Ms. TINSLEY. Yes, there is a limitation.
Mr. STEPHENSON. There is a limitation, I just don’t know what

it is.
Mr. TAYLOR. Do you know what that is?
Ms. TINSLEY. I think it is four percent but we will provide it for

the record to make sure we are accurate. We believe the Clean
Water State Revolving Fund is four percent.

[The information received follows:]
Section 603 (d)(7) of the Clean Water Act says that States may use up to 4
percent of the capitalization grant they receive from EPA for the ″reasonable
costs″ of administering their State’s Clean Water State Revolving Fund.

Mr. TAYLOR. Mr. Chairman, thank you very much.
Mr. DUNCAN. Thank you very much, Mr. Taylor.
I want to go back quickly to Mr. Costello because he got short-

changed but before I do that, let me follow up a little bit on what
Mr. Taylor was asking because that is really what this hearing is
all about.

The Clean Water State Revolving Fund is a little over $1.3 bil-
lion, the Drinking Water State Revolving Fund is a little over $85
million or something like that, about $2.2 billion for those two
funds out of the $4.2 billion but you said, Ms. Tinsley that the
agency has been working since 1998 to come up with a uniform set
of measures or something and that it is a very difficult job and
they haven’t agreed on it yet because there I think you said there
is resistance from the States. Is the agency still trying and sec-
ondly, that is six years, do you think we can come up with some
way to measure these results? Mr. Taylor said he didn’t think it
should be that hard to figure out a way to measure it. What do you
think?

Ms. TINSLEY. In response to our report, the Agency said it be-
lieves it will develop a set of indicators by February 2005. It hasn’t
given us a timeline yet on when it will implement those indicators
to measure results.

Mr. DUNCAN. Mr. O’Connor, where do you stand on that? Where
does the agency stand on that? Maybe somebody mentioned Feb-
ruary 2005 earlier but are you going to have a system ready or a
set of measures or some sort of new program by 2005 for the State
Revolving Funds?

Mr. O’CONNOR. My office will not be developing metrics for the
State revolving funds. I am not familiar with what they have com-
mitted to do next February. I know the agency has produced some
metrics in recent years and is expecting to reach finality on other
metrics in the next couple of years. I don’t work in that area myself
so I couldn’t do justice to your question.

Mr. DUNCAN. Mr. Taylor asked was the Federal role only in writ-
ing a check and Ms. Tinsley said in response, it should be more
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than that, it should be to make sure the States are doing good
things with the money they are getting. That is the impetus behind
what we are trying to do with these hearings. We need to look into
that and do a little more than has been done and make sure it is
not six years from now that we come back and we are in the same
boat we are in now.

Mr. Costello.
Mr. COSTELLO. Mr. O’Connor, what was the reason for the delay

in issuing the outcome policy?
Mr. O’CONNOR. I don’t know that there is any one reason. I think

it is just an accumulation of all the work that we are doing on the
five year plan. I certainly don’t want to make excuses but some
parts of the plan have proven to be more challenging than others.
As I mentioned before, we do meet resistance with some of what
we are trying to accomplish. We have made some revisions based
on ongoing recommendations from my colleagues here at the table
and others. It is just a matter of we put together I think a very
ambitious plan, a strong plan but most components are on schedule
if not a little ahead. This particular component, a very important
one, has slipped behind. I won’t make any excuses for that.

Mr. COSTELLO. Let me follow up on the Chairman’s question
about implementation. You said that parts of the components of the
policy are moving forward, some are ahead and so on. Do you think
as you sit here today do you feel good about January or February
of 2005 being able to implement the policy?

Mr. O’CONNOR. I do feel good about it. Last month we had a
meeting of our senior level grants management council which has
senior representatives from all the headquarters offices and all ten
regions. We had a very lively, heated, interesting discussion about
this policy. We did get the entire council to vote to yes, go ahead
and put it into agency review process. Everyone is understanding
that our objective is to have it out in January. Once it is out there
and folks are commenting on it, I am sure we will have a lot of
questions and comments to deal with.

I did feel, to be honest, a very strong commitment from senior
managers across the agency to move this forward and get it in
place in January.

Mr. COSTELLO. Mr. Wynn testified and I am doing this from
memory, I don’t have his testimony in front of me, when he testi-
fied about a year or so ago, I believe either the GAO or the IG in
their testimony indicated certain policies were being ignored at the
regional level and a lot of management problems existed. I asked
Mr. Wynn and he acknowledged that is true, that there is a prob-
lem with getting all the regions to work in synch and to follow pol-
icy. I asked how many employees at EPA had been fired, termi-
nated or suspended for not following rules and regulations and I
think he—again by memory—I think he pointed to one or two.

It seems to me, as I listened to Mr. Stephenson and Ms. Tinsley
and the challenges the agency faces in implementing this policy
that one of the problems we have is a management problem. Since
you deal with management more than policy, as an administrator,
I think I just heard you say a second ago there is some push back
and some resistance from some employees within the agency. Do
you feel you have a pretty good handle on personnel at the agency
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and do you implement and follow through on policies? When an
employee does not follow through with rules and regulations, do
you follow the policy in place so there is action taken to either force
them to follow the policies, rules and regulations, you suspend
them or get rid of them?

Mr. O’CONNOR. We do a number of things. There is no one an-
swer to how to deal with the resistance that is out there. Some of
the policies and procedures we have put in place, we have just said
you must follow this policy and if you don’t, we are not awarding
the grant. I think probably what happened in the past, folks ig-
nored some of that and the grant would get awarded anyway. So
we have just drawn the line in the sand and said this has to be
done or the grant doesn’t get funded.

Mr. COSTELLO. Can you give me an example of when you have
drawn the line in the sand and said because they are not following
the rules and regulations, you either stop the grant or you have not
awarded the grant because of that?

Mr. O’CONNOR. One example I mentioned earlier is the require-
ment that the grant package we receive have a clear statement of
what the program expects the benefit of the grant to be. It has al-
ways frustrated me when my colleagues here go out and audit a
grant file and can’t see that simple, direct statement in there that
says this is what we expect to get out of the grant and this is how
it links to the agency strategic plan. So we reached the point where
we just said that has to be in there or we are not accepting the
package.

Mr. COSTELLO. The GAO points out that in order for the imple-
mentation to be successful there is a big education program that
has to go on within EPA and also with the grantees as well. I am
wondering, do you have plans within the agency for outreach, to
reach out to the grantees and what that might be?

Mr. O’CONNOR. Yes, sir, we do. We have talked a lot about our
oversight of the grantees but at the same time we have also made
available training to the grantees so they understand, and a lot of
our especially newer grantees who haven’t perhaps dealt with the
Federal Government, don’t understand the rules, don’t necessarily
understand our expectations. So we have put on a number of train-
ing programs for the grantees. I think they were very well received
and well attended.

Mr. COSTELLO. A final question for each of the witnesses today.
I would ask you to give me a one word answer and maybe I will
ask for a brief explanation. It appears to me from the testimony
that at least some on the panel believe there should be peer review
on every grant. I am wondering, starting with you, Ms. Tinsley, do
you think it is a good idea for us to have peer review on every sin-
gle grant?

Ms. TINSLEY. No.
Mr. COSTELLO. Mr. Stephenson?
Mr. STEPHENSON. Not every grant.
Mr. MOGHISSI. No. It should depend upon the level of funding

and the recommendation of the Commission on Assessment Re-
views spells it out. It ought to be in such a manner that depending
on the level of funding, the rigor of the review ought to increase.
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Mr. COSTELLO. What would the threshold be in your opinion, the
size of the grant?

Mr. MOGHISSI. The CAR did not identify that so whatever I
would say would be Alan Moghissi’s personal opinion. The number
$10,000 was used, I believe that is way too low. It should not be
for $10,000, should not be much. Let us say $10,000 to $100,000
internal review and $100,00 to $150,000 should be a more rigorous
review. Anything above $250,000, very rigorous, independent exter-
nal review. I am just giving an example.

Mr. MAGGIORE. I agree, I don’t believe every grant would need
to be peer reviewed but a process could be put in place to develop
meaningful criteria within which peer review was an integral part.

Mr. COSTELLO. I thank the witnesses, Mr. Chairman. I would
note it seems to me that if we are going to have effective imple-
mentation of this policy, there is a lot of work that has to be done
on the part of EPA both internally with their employees and with
the grantees. So you have a major task ahead of you.

Mr. DUNCAN. Thank you, Mr. Costello.
I have to tell you that I have served on four different committees

in this Congress and I have sat through several hundred hearings
and I was just thinking when you asked that question and Ms.
Tinsley gave you a one word answer, how rare that was, almost
never, a one word answer but that was good.

Let me say I have a group of airline executives sitting in my of-
fice who have been waiting for several minutes and I am going to
have to conclude this. Let me say the staff is going to submit some
additional questions that we want you to respond to in writing to
supplement the record of this hearing. I will say Mr. Costello was
getting into almost everything you read about this and I think al-
most all of you have gotten into this. We are pleased that we have
seen some changes in regard to this grant process already and that
is good and we have commended that. On the other hand, every-
body says we have to do some additional things, we have a little
further to go and that probably the major thing now is to try to
change the mindset of the agency and the grantees as Mr. Costello
was getting into. That is not an easy thing to do. In fact, it is a
very difficult thing to do but that is sort of the next step in this
process. We will be working with the IG and the GAO and the
agency to try to see what is being done in that regard.

All of you have been outstanding witnesses. This has been a very
interesting and informative hearing. I thank you very much for
taking time out of your busy schedules to be with us.

That will conclude this hearing.
[Whereupon, at 4:48 p.m., the subcommittee was adjourned, to

reconvene at the call of the Chair.]
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