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LEGISLATIVE BRANCH APPROPRIATIONS FOR
2014

TUESDAY, FEBRUARY 26, 2013.

U.S. GOVERNMENT ACCOUNTABILITY OFFICE

WITNESS
GENE L. DODARO, COMPTROLLER GENERAL OF THE UNITED STATES

OPENING STATEMENT OF CHAIRMAN ALEXANDER

Mr. ALEXANDER. Good morning, the subcommittee will come to
order. Today we will begin our fiscal year 2014 budget hearings for
the various agencies under the legislative branch.

As the members of the subcommittee are aware, the President’s
fiscal year 2014 budget has not been transmitted to Congress as of
yet. We understand that the delivery of the President’s budget will
be sometime in early March. And in order to complete the work
that this subcommittee is charged with, we have decided to begin
our hearings without receiving the formal budget.

Advanced information received by the subcommittee reflects that
most of all the agencies under our jurisdiction have requested a
budget increase over the amount of the current CR. And with our
Nation dealing with a national debt of over $16 trillion, it is going
to be very difficult to not only maintain current levels, but increase
funding above the current levels. Everyone can be assured that we
are going to do our work; we are going to lead by example. We are
going to be efficient and effective in doing more with less.

I look forward to working with the ranking member of the com-
mittee, the former chairwoman of this committee, Ms. Debbie
Wasserman Schultz, as well as other members of the sub-
committee. Mr. Bishop is the only member returning from the last
Congress to this committee. And we are delighted to have you all
here this morning.

Ms. Wasserman Schultz.

Ms. WASSERMAN ScHULTZ. Thank you, Mr. Chairman.

Ilt1 is a pleasure to—I am looking forward to working with you as
well.

Mr. Dodaro, welcome.

The last hearing we had when I was chair of the subcommittee,
you were still in an acting position. So I am glad to see that you
were confirmed in late 2010 and that GAO has an experienced
leader like yourself to address the many challenges we are facing
during these difficult times.

Two years ago, you sat in front of this subcommittee and asked
for a budget to maintain 3,270 full-time equivalent positions. Well,
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it has been a long 2 years since I served on this subcommittee,
since with sequester looming, your testimony states that you expect
to only have 2,875 FTEs. Now, that is despite the fact that GAO’s
congressional work has only slightly tapered off, with only 924 re-
quests from Congress in fiscal year 2012.

Now, I know your analysts take great pride in their work and
work under timeline pressure from Members and committees re-
questing your analysis. And we usually want our requests filled im-
mediately, as we work in an environment that changes hourly. But
with the budget cut by 8.2 percent since fiscal year 2010
piggybacked by sequester, GAO is hard pressed to do any more
with less. Your agency and others will have to do less with less and
explain the impacts for those seeking and needing your expertise.

I believe your mission is well understood by most Members, and
most support your work in uncovering waste and finding savings
within agencies, including those in the legislative branch. GAO
helped this subcommittee complete the Capitol Visitors Center con-
struction and stave off more cost overruns. GAO continues to help
us review the Capitol Police’s radio modernization project.

We know firsthand on this subcommittee that you save the tax-
payers money with the work that you do. More cuts to GAO are
the embodiment of the phrase “pennywise and pound foolish.” As
you lead GAO through these tough budgetary times, you, more
than many agencies, must ensure that the work you are able to do
remains above reproach and without question. And I would rather
you take on less work and maintain the quality of your analysis for
the work that you are able to accept. As you put other agencies’
programs on your annual watch list, we need to ensure that se-
quester does not put your agency on that very same list.

Thank you, Mr. Chairman.

And Mr. Dodaro, I look forward to your testimony.

Mr. ALEXANDER. Mr. Bishop, do you have anything?

Mr. BisHOP. I have no opening statement. I just welcome Mr.
Dodaro, and I look forward to hearing his testimony.

Mr. ALEXANDER. The GAO is requesting $524 million for fiscal
year 2014. That is an increase of $9.9 million over the CR from last
year. The request is 2 percent above the continuing resolution of
last year.

Mr. Dodaro, if you would introduce those staff members that are
with you, others that wish to speak, and then we will take your
testimony.

COMPTROLLER GENERAL’S OPENING REMARKS

Mr. DoDARO. Thank you very much, Mr. Chairman.

Good morning to you.

Ranking Member Congresswoman Wasserman Schultz, nice to
see you again. Welcome back to the committee.

Conﬁressman Bishop, welcome back. It is good to see you again
as well.

Mr. Chairman, I have with me today four people that potentially
could talk, including myself, that I would like to introduce, Patricia
Dalton, who is our chief operating officer at GAO; Susan Poling,
who is our general counsel there; and David Fisher, who is our
chief administrative officer and chief financial officer.
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I would like to talk about what efforts we have made in order
to manage our workload to make sure that we maintain the high
quality of our work but yet deal with this budgetary environment.
There are really three key things that are important for us as we
are executing our mission to support the Congress and improve the
performance of government. One is making sure that we have effec-
tive communication and ongoing dialogue with the congressional
committees; second, that we prioritize our work to make sure that
we are working on the most important national issues; and third
is to make sure that our work has the maximum impact and good
results for the Congress and the country.

Now, with regard to effective communication, we work with every
standing committee of the Congress and most of the subcommit-
tees. I have met with most of the chairs and ranking members of
the committees. Our staff have ongoing dialogue with Congres-
sional staff to make sure that we understand what their needs are
and their highest priorities. We monitor every bill that is sub-
mitted every week in the Congress with a potential requirement for
GAO’s work. We review annually our mandates that are in the law
to see if any of them outlived their usefulness. And we appreciate
the support of this committee last year in eliminating 16 of those
mandates to help us refine our workload.

The purpose of my meetings with the chair and ranking mem-
bers of each of the committees is to explain our budgetary environ-
ment, and the importance of setting priorities. And I have received
a very good response. People understand our circumstances. I am
not going to do more work than we can do of a high-quality nature.
That requires us to prioritize the work with the input of the com-
mittees, and we have done that.

As Congresswoman Wasserman Schultz pointed out, our requests
have tapered off a bit because people understand the situation. I
believe we are picking the most important national issues to work
on, whether they are in health care, defense, financial markets and
institutions, energy, environment, or transportation areas. Our
work covers the full breadth and scope of the Federal Government’s
activities, and I believe we are delivering great results for the Con-
gress and the American people.

Last year, the implementation of our recommendations resulted
in over $55 billion of financial benefits to the Federal Government,
which is $105 returned for every dollar invested in GAO. Since
2002, our work has resulted in one-half trillion dollars in financial
benefits to the government and over 14,000 other improvements in
laws, public safety issues, improved management, and efficiency
and effectiveness of the government programs. I believe we provide
a good return on the investment.

In the last 2 years, we have, as noted, taken more than an 8 per-
cent reduction. We have taken on this challenge and reduced our
administrative and operating costs. Our costs for supporting our
work, including travel costs, have been reduced by 36 percent. Our
infrastructure costs, including our IT investments, have gone down
by 21 percent. And since 80 percent of our costs are people costs,
we have not been able to replace attrition. The biggest impact on
our organization is the reduced number of people.



4

We are at our lowest staffing level since 1935. With sequester,
if sequester stays in effect, we will go even below that staff level
moving forward. I don’t believe that this staffing level is commen-
surate with the challenges facing our Federal Government right
now with deficits, debt, social, economic, and security challenges.
We have asked for a modest increase in our budget submission. I
think it will be a prudent, wise investment for the Congress. We
will continue to manage our administrative costs. Our increase
would mostly go to replacing staff that we are losing through attri-
tion and to add back some of the staff that we have lost. We will
still be way below our 2010 levels with this request. But I believe
that we are at a pivotal point in our government’s history in terms
of dealing with this historic deficit and debt issues. GAO could
make a great contribution to help Congress make targeted cuts
that will not have unintended consequences. Congress needs us
now more than ever.

We are ready to step up to the challenge. We just need some
modest support from this committee and the Congress. And that
concludes my opening statement.

I would be happy to entertain questions.

[The prepared statement of Gene Dolaro follows:]
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Operations and Potential Impact of Sequestration

in just this past fiscal year alone, GAO’s work yielded significant results across the
government, inciuding $55.8 billion in financial benefits—a return of $105 for every
dollar invested in GAO and 1,440 other benefits—that is, recommendations that
helped to change laws, improve public services, and promote sound management
throughout government. Since 2002, GAO'’s work has resutted in over ¥ trilfion
doliars in financial benefits and over 14 thousand other benefits for the American
people.

To manage its workload during a period of declining budgets and staff size, GAO gives
priority to work that is statutorily mandated by Congress and to requests from
Congressionai Committee ieaders which aliows it to support these committees as they
carry out their appropriation, authorization, and oversight activities. GAO also focuses
on areas where there is the greatest potential for results, such as recommendations
that identify cost savings and improve government operations and programs. Strategic
pianning and continuous diaiog with Congressionai leaders and their staffs aiso heip
GAQ anticipate and respond to Congressional needs.

In this period of fiscal austerity, GAO has been guided by two core principles—
maximizing its ability to provide Congress with high-quaiity, relevant, and insightfut
analyses and minimizing the impact on GAQ’s people. To do so, GAQ reduced
engagement support costs, such as travel, by nearly 36 percent and infrastructure
support costs, such as information technology, by nearly 21 percent.

During fiscal year 2012, GAQ began prudently planning for the possibility of a
funding sequester in fiscal year 2013. Given the reductions in operational costs
made already, a sequester at the proposed level of $27.3 million would impact the
size of GAQ’s workforce. It would reduce planned hiring by sixty percent, eroding
the current staffing level to 2,875 FTE, which represents a significant reduction of
472 FTEs, or more than 14 percent over the last 3 years. GAO would also reduce
employee benefits which will negatively impact our ability to recruit and retain
highly qualified staff and severely jeopardize our ability to buiid and develop the
needed workforce for the future. it also would further reduce travel and contract
resources used to complete Congressional engagements; and further reduce
planned investments in information technoiogy that have the potential to increase
GAQ's efficiency and effectiveness and reduce costs in the future. The additional
staffing reductions would aiso adversely impact GAQ's ability to:
¢ identify cost savings and other suggestions to help Congress address the
government’s serious deficit and debt issues;
* provide timely and responsive information to support Congressional deliberations
or reauthorization activities for pending programs; and
* effectively assist Congress in addressing the broad array of social, economic, and
security challenges facing the nation.

it is imperative that GAQ rebuild its staff capacity to a level that wiii enable us to
optimize the benefits we yield for Congress and the nation. Given the size of the
federal budget and the muiti-year actions needed to address the seriousness of the
govemment’s fiscal condition, investing resources to restore some of GAO's staff
capacity would be a prudent and wise investment that wili produce positive outcomes

for the Congress and our country.
United States Government Accountability Office




Mr. Chairman, Ranking Member Wasserman Schultz, and Members of
the Subcommittee:

1 appreciate the opportunity to be here today to discuss the U.S.
Government Accountability Office’s (GAO) management of
Congressional requests, actions GAO has taken to reduce operating
costs and achieve efficiencies, and the potential impact of a sequester
on our ability to carry out our mission. Before | begin, | want to thank
the subcommittee for its continued support of GAO. We very much
appreciate the confidence you have shown in our efforts to help
support the Congress in carrying out its constitutional responsibilities
and to help improve government performance and accountability for
the benefit of the American people.

Since fiscal year 2010, GAO has dramatically reduced its staffing level
and operating costs in response to budget constraints. GAO's
Executive Committee has been guided by two core principles
throughout this environment of constrained resources and fiscal
austerity. First, GAO continues to seek ways to maximize its support to
the Congress and the nation. Second, we have sought to minimize the
impact on GAQ'’s dedicated and talented people. It is through the
commitment, hard work, and expertise of our staff that GAO is able to
provide a continuing valuable service to the Congress and the nation.

During this period, GAQ's staffing level dropped by 350 full-time
equivalents (FTE) in fiscal year 2012, falling below 3,000 FTE for the
first time since 1935 due to extremely limited hiring in the face of
ongoing attrition. This significant reduction in our staffing level severely
jeopardizes our ability to adequately support the Congress in a timely
manner, now and into the future. It is imperative that we rebuild our
staff capacity to a levei that will enable us to optimize the benefits we
yield for the Congress and the nation going forward. Given the size of
the federal budget and the multiyear actions needed to address the
seriousness of the government’s fiscal condition, investing resources
to restore some of our staff capacity would be both prudent and wise.

Page 1 GAO-13-394T



Managing Workload
by Focusing
Resources on
Congressional
Priorities and
Achieving Results

Focusing on Congressional
Priorities

To manage our congressional workload during this period of declining
budgets and staff resources, we continue to take steps to ensure our
work supports Congressional legislative and oversight priorities and
focuses on areas where there is the greatest potential for results in
producing cost savings and improving government's performance.

GAO gives priority to mandates and requests from Congressional
committee leaders which allows us to support Congressional
committees as they carry out their appropriation, authorization, and
oversight activities. GAO also focuses on areas where there is the
greatest potential for results, such as recommendations that identify
cost savings, improve government agencies, and provide other
benefits, such as improving public safety and security.

High demand coupled with continuing budget constraints and fewer

resources necessitates that we prioritize requests for our work in close
consultation with Congressional committee leaders.

in fiscal year 2012 demand for our services remained high with 924
congressional requests and mandates’ as illustrated in Figure 1.

Figure 1: Congressional Requests Received — FY 2003 - FY 2012

700
600
sesnssnn FUIE
500 & Committee
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200 . e Sub-
N e R Committee
300 - Requests
swsvse Member
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100 e Mandates
o

FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

1 Congress may enact legisiation that includes a requirement for GAO to conduct a
particular study; we refer to these types of statutorily mandated work as “mandates.”
Repeal or modification of a statutory mandate that has not already been fulfilled
requires a statutory change. Committee and Gonference Reports may aiso include
requests that GAO study a particular problem or issue. At GAO, we also refer to
these report requests as "mandates," even though the requested work is not required
by taw and does not require a statutory change to modify it.

Page 2 GAO-13-304T



Producing Results

Scope of GAO’s Work

While we have worked extremely hard to prioritize our work and
produce results, GAO is at its lowest staffing level since 1935. As
shown in Figure 2, our staffing levels have dramaticaily decreased
over the last three years — a decline of 350 full time equivalent (FTE)
or a reduction of 10.5 percent.

Figure 2: Actual and Estimated Staffing — FY 2010 - FY 2013
3400
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3200
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3,000 -
2900
2800 . -
2700

2800 : - ]
FY2010 | Y2011 FY2012 Y2013 Fr2013 \1

{Actuat) | {Actual} Actual} Estimated without ;  {Estimated with
‘ H

sequester) | sequester)

GAO's results include generating recommendations that save
resources and increase revenue; improve the accountability,
operations, and services of govemment agencies; increase the
effectiveness of federal spending, and provide other benefits.
Additional information on GAO’s mission and services to support the
Congress is included in Appendix .

Since fiscal year 2002, GAO'’s work has resulted in substantial
financial and other benefits for the American people, including:

» over % trillion doilars in financial benefits;

« 14,083 program and operational benefits that helped to change
laws, improve public services, and promote sound management
throughout government; and

* 12,485 products including 22,548 recommendations.

In fiscal year 2012 alone, GAO provided services that spanned across
the broad range of federal programs and activities. We provided
resuits that supported 95 percent of the standing committees of the
Congress and about 60 percent of their subcommittees. Senior GAO
officials testified at 159 hearings on national and international issues
as shown in Table 1.

Page 8 GAO-18-894T
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Goal 1: Address Current and Emerging Challenges to the Weli-Being and
Financial Security of the American People

» DOD and VA Health Care Integration

« Medicare Durable Medical Equipment

= FDA’s Ability to Respond te Drug
Shortages

® Oversight of Medicaid Payments

* Urgent Local Workforce Needs

» Modernizing SSA's Disability
Programs

« Unemployved Ofdar Workers

= Schoo! Bullying

« Transportation Issues and
Management Challenges

= Small Employers Challenges to
Pension Plan Sponsorship

» Federal Real Property Management

Fragmented Economic Development
Programs

Mortgage Finance Risk Management
Federal Reserve System’s
Emergency Assistance

Climate Change Adaptation
Unmanned Aircraft Systems
Unconventional Cii and Gas
Production

Commercial Space Transpertation
improving Homelessness Programs
Los Angeles Federal Courthouse
Construction

Federal Housing Administration’s
Mutual Mortgage insurance Fund

Goal 2: Respond to Changing Security Threats and the Challenges of

Global interdependence

« National Nuclear Security
Administration Management

» Deepwater Horizon

» Securing the Modernized Electricity
Grid

* Visa Waiver Program

s TSA’s Process for Vetting Foreign
Flight Students

© DHS's Container Security Programs

» FEMA's Management of
Preparedness Grants

» DHS’s Progress Improving and
integrating Management

®

»

DOD's Civilian Workforce

Perscnnel Security Clearances
Military Base Realignments and
Closures

Joint Striker Fighter Restructuring
DOD Sateliite Acquisitions

DOD's Acquisition Workforce
Capacity

Countering the Use of improvised
Explosive Devices

Support and Security Capabilities in
fraq

2 Our complete set of strategic planning and perfarmance and accountability reparts
are available on our website at hitp:/Awww.gao.gov/sp.himi.

Page 4

GAO-13-394T
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Goal 3: Help Transform the Federal Government to Address National

Challenges

» Arlington National Cemetery Contract  » information Technology Reform
Management

= Coast Guard's Deepwater Program

Environmentat Satellite Program

Risks

= Suspension and Debarment Oversight « Federal Workforce Chatlenges

* Medicare Part D Fraud and Effective Long-term Disaster
Prescription Drug Abuse Recovery

= Reducing improper Payments Evaluating Expiring Tax Provisions

« Army Financial Audit Readiness Strategies to Reduce Taxpayer

Noncompliance

{RS’s QOpportunities to improve the

» Improving 2020 Census Cost

Effectiveness Taxpayer Experience

e internet Availability of Counterfeit s Oversight of Psychotropic
Military-Grade Electronic Parts Prescription Drugs for Foster

Chiidren

» Fiscal Year 2011 U. S. Government « Centers for Medicare & Medicaid
Financial Statements Fraud Detection Systems

» Fraud Prevention in Service-Disabled ¢ Social Security Administration
Veteran-Owned Small Business Technology Modemization
Program

Our work issued in fiscal year 2012 addressed various topics such as
continued work on duplication, overlap, and fragmentation in the
federal government; the war in Afghanistan; Postal Service financial
issues; implementation of Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010; and the federai, state, and local
government fiscal outlook. GAC also reviewed government programs
and operations that are at high risk for fraud, waste, abuse, and
mismanagement, as well as reviews of agencies’ budget requests to
help support congressional decision-making. GAO's recently released
latest High Risk list is included in Appendix 1L

GAQO remains one of the best investments in the federal government,
and our dedicated staff continues to deliver high quality results. GAQ’s
findings and recommendations produce measurable financial benefits
after Congress acts or an agency implements them and the funds are
made available o reduce government expenditures or are reallocated
to other areas.

GAO's fiscal year 2012 work yielded significant results across the
government, including $55.8 biliion in financial benefits—a return of

Page & GAO-13-304T
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$105 for every dollar invested in GAO. Exampies of fiscal year 2012
financial benefits resulting from GAO recommendations implemented
by Congress or federal agencies include:

» $12.4 billion from legislated reductions in payments to Medicare
Advantage plans: GAO analysis found that Medicare Advantage
plans spent less on medical expenses than projected, thus gaining
much higher profits than originaily estimated;

e $8.0 billion from cancellation of NASA’s Constellation program:
GAO questioned the project’s affordability, acquisition strategy,
and overall business pian;

« $4.5 billion from elimination of the ethanol excise tax credit for
corn: GAO found that this tax credit was duplicative of a federal
renewable fue!l standard that requires U.S. transportation fuels to
contain certain volumes of biofuels, such as ethanof; and

o $3.1 billion from cancellation of DOD plans to lengthen South
Korea tours of duty: After conducting a GAO-recommended
analysis of benefits, costs, and aiternatives to a planned initiative
to increase lengths of U.S. service members’ tours in South Korea,
DOD decided the initiative was unaffordable, avoiding $3.1 billion
in costs.

In fiscal year 2012, GAO also contributed to 1,440 program and
operational benefits that helped to change laws, improve public
services, and promote sound management throughout government.
Thirty six percent of these benefits are related to public safety and
security, 35 percent are related to business process and management,
and 14 percent are related to program efficiency and effectiveness,
and included:

e Public Insurance and Benefits ~ Improving Social Security
Administration performance goals and risk assessments in support
of the disability claims process.

e Public Safety and Secunity — Addressing weaknesses in how
agencies create and use the terrorist watchlist.

» Acquisition and Contract Management ~ More robust planning for
contractor demobilization and personnel accountability by the
Department of Defense (DOD).

» Tax Law Administration ~ Strengthening IRS’ use of existing tax
collection tools.

Page 6 GAO-18-384T
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Strategic Plan for Serving
Congress

To ensure we prioritize our work to align with Congressional leadership
priorities and potential for results, we consult continuocusly with

. Congressional committees to ensure that our work is focused on their

highest priorities. Communicating frequently with Congressionat clients
helps GAO stay abreast of their needs as shifts in congressionai
priorities can change the mix of work we are asked to perform. Our
outreach includes my meetings with the Chairs and Ranking Members
of many of the standing committees and their subcommittees. These
sessions provide me the opportunity to hear first-hand the feedback
from committee Chairs and Ranking Members on our performance, as
well as provide an opportunity to highlight the need to prioritize
requests for GAO's services to maximize the return on the investment
in GAO, particularly in this time of financial and budgetary uncertainty.
Further, when we receive multiple requests for work in areas of high
priority for the Congress, we also look for opportunities, in consultation
with Congressional committees and their staff, to merge these
requests to create one body of work to meet multiple needs. In
addition, much of our work—up to 45 percent in 2012—resuited from
bipartisan requests or mandates.

To manage our workioad from mandates, we aiso conduct
congressional outreach regarding both potentiat and existing
mandates. As bills are introduced weekly, we immediately review them
to identify potential mandates for GAO work. As each potential
mandate moves through the legislative process, we engage directly
with the relevant committee or subcommittee to ensure that the
mandate reflects a high priority requirement, is scoped appropriately
for meeting the congressional objective, avoids duplication of recently
completed or engoing work, and calls for work that is within GAO's
authority. In addition, we continue to work with Congressional
committees to amend or repeat existing statutory mandates for GAO
studies that have outlived their usefuiness or do not represent the best
use of GAO's resources given current congressional priorities.

During the second session of the 112th Congress we collaborated with
the Congress to revise or repeal 16 of GAO’s mandated reporting
requirements which had, over time, lost relevance or usefulness,
including:

» a triennial review of the costs of the Judicial Survivors’ Annuities
Fund that had yielded no new findings, repealed by the GAO
Mandates Revision Act of 2012 — Pub. L. No. 112-234;

Page 7 GAO-13-384T
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* an annual review of the Earned import Allowance Program, an
inactive program, repealed by the GAO Mandates Revision Act of
2012 ~ Pub. L. No. 112-234; and

* an annual audit of the American Battle Monuments Commission that
should be the responsibility of an executive branch, rather than a
legisiative branch agency, repealed by the GAO Mandates Revision
Act of 2012, Pub. L. No. 112-234.

GAO is also seeking repeal of a recurring reporting requirement that
originally appeared in the Legislative Branch Appropriations section of
the American Recovery and Reinvestment Act. This requirement
required bimonthly reviews of state and local use of Recovery Act funds.
As the vast majority of Recovery Act funds have been spent, GAO’s
reviews are providing diminishing returns for the Congress. We will
propose to sunset this bimonthly requirement by October 2013.

In February 2012, GAO issued an interim update to its strategic pian for
serving the Congress for fiscal years 2010 -~ 2015. Our strategic
planning efforts also help us anticipate and respond to Congressional
needs. To be prepared to address timely and relevant issues, we use
eight broad trends identified in our strategic ptan to guide our work
plans. GAO plans to issue the next full five-year update in 2014. Our
strategic pian framework is attached as Appendix Ii.

Actions Taken to
Reduce Operating
Costs and Achieve
Efficiencies

Since fiscal year 2010, GAO has significantly reduced spending,
reorganized our administrative support structure, improved business
practices, and leveraged technology to enhance the overall efficiency
of our operations. From fiscal year 2010 to 2012, GAO's staffing level
dropped by 350 full-time equivalent (FTE) staff-a reduction of 10.5
percent—due to extremely limited hiring in the face of ongoing attrition.
As a result, our FTE level dropped below 3,000 for the first time since
1935. This significant reduction in our staffing level threatens our
ability to adequately support the Congress in a timely manner.

Also, the number of entry-level staff is not sufficient to provide a
pipeline of experienced staff in the future. A significant proportion of
GAO employees will be retirement eligible at the end of fiscal year
2013, including about 40 percent of our senior executive staff and
about 26 percent of our supervisory analysts. These factors combine
to make GAQO's overarching human capital chafienge one of ensuring
that we have the future capability to support the mission of the agency
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Increasing Efficiency of
GAO’s Processes is a Top
Priority

to serve the Congress with the right resources, where and when they
are needed.

During this same period, GAO also reduced engagement support
costs, such as travel by nearly 36 percent, and infrastructure support
costs, such as information technology, buiiding and security services,
and administrative support services by nearly 21 percent. GAO pians
to maintain these reduced funding levels in fiscal year 2013.

In addition, we have implemented and are continuing to aggressively
explore other opportunities to reduce our infrastructure costs, provide
staff more flexibility, and increase our effectiveness and efficiency.

* Space Optimization Generates Additional Rental Income

In fiscal year 2012, we completed activities to better optimize space in
the GAQ headquarters building and released a significant amount of
space which we have leased to the Department of Justice (DOJ) under
a 10-year agreement which will provide $2.1 milfion annually to help
offset our costs. DOJ began occupying the space in January 2013.

» Enhanced Telework/Workspace-Sharing Reduces
infrastructure Costs

Also, in fiscal year 2013, we expect to reduce our physical presence in
several field offices resuiting in savings of $1.2 million in lease costs,
with additional savings projected in future years. In fiscal year 2012,
we implemented an enhanced telework pilot, including workspace
sharing and hoteling components, to reduce infrastructure costs and
enhance flexibility for employees by allowing them to spend more time
working at home or at an aiternate worksite. We are expanding this
capability to additional field offices throughout fiscal year 2013.

We also plan to implement targeted investments to improve the
efficiency of our information technology infrastructure and building
systems. For exampie, in fiscal year 2013, we will be piloting an effort
to streamline and virtualize our information technology infrastructure
that will reduce our maintenance and operating costs, improve system
performance, increase data security, and increase availability of toois
for staff—particularly our increasingly mobile workforce. In a
virtualized environment, all GAO operating systems, applications,
software, and data would be housed in a secure datacenter, rather
than on a user's computer. In addition, we will continue progress
towards upgrading building infrastructure heating and ventilation
systems to ensure continued operation and efficiency. The funding for
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these essential investments will come from savings within these
programs.

We also have made it our priority to increase the efficiency with which
we conduct our mission work. This effort focuses on improving the way
we manage and conduct engagements, use our resources, and
communicate our message. We made significant progress in fiscal
year 2012 to improve the efficiency of the processes we follow to
produce GAO products. For example, we completed an end-to-end
analysis of our engagement process and identified several areas of
opportunity for improved efficiency, inciuding 31 recommendations for
engagement-management improvements. For example, a number of
projects are ongoing, including:

» identifying changes to key steps and decision points in our
engagement process to ensure resource investments on individuat
engagements are in {ine with congressional needs and needed
scope of work;

s taking steps to more efficiently create content, standardize our
review and fact-checking procedures within our rigorous quality
assurance framework, as well as to distribute and publish our
reports and content in muitiple formats; and

s pursuing major enhancements to key engagement support and
management systems to reduce rework and improve systems
support and management information.

We also created the new Office of Continuous Process improvement to
oversee and implement these and other improvement projects. Under
the auspices of this new office, 7 projects have been completed; 25 are
underway; and next steps for fiscal year 2013 have been developed. We
also created an executive-level governance structure for prioritizing and
directing process improvement initiatives.

In fiscal year 2013 we will continue to identify other areas of
opportunity for improved efficiency, and will continually prioritize how to
use resources to ensure the most significant efficiency gains. In
addition, we will develop performance metrics for the process
improvement program to show the effect improvement initiatives are
having on our operations. When implemented, these improvements
will alfow us to streamline and standardize our processes to achieve
greater efficiency in our work without sacrificing quality, to increase our
responsiveness to the Congress, and to deliver products to the
Congress and the public more effectively and efficiently.

Page 10 GAO-13-394T
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s During fiscal year 2012, GAO began prudently planning for the
Impact of Possible possibility of a funding sequester in fiscal year 2013, We have
Fiscal Year 2013 updated our planning scenario based on recent guidance from this
Sequester subcommittee to reflect a possible reduction of 5.3 percent or $27.3

million from the annualized continuing resolution funding fevel.

As a knowledge-based organization, about 81 percent of GAO's
resources are allocated to its people, with the balance of our resources
funding critical operating expenses, such as information technology,
security services, rent for our field office locations, and other critical
services required for ongoing operations. Since we have made
significant reductions in funding for engagement support and
infrastructure programs over the last few years, our abifity to absorb a
reduction of this magnitude without reducing staff is severely limited.

Our fiscal year 2013 operating plan, assuming funding of at least the
annualized continuing resclution fevel of $514.4 million, included the
capacity to hire 200 interns, 200 entry-level peapie info our
Professional Development Program (PDP), and 100 critical hires in our
more senior and specialized areas to help address succession
planning needs and critical skill gaps. A sequester at the proposed
level would require that we reduce planned hiring by approximately
sixty percent, further eroding our staffing level to a nearly historic low
of 2,875 FTE, a reduction of 472 FTE, or more than 14 percent over
the last 3 years.

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year

2010 2011 2012 2013 2013
Actual Actual Actual wio Sequester w/ Sequester
3,347 3212 2,997 2,975 2,875

Beyond the cuts to our hiring plan, GAO would also take the following

actions in the event of sequestration:

o reduce employes benefits, such as student loan repayments and
performance-based compensation which will negatively impact our
ability to recruit and retain highly qualified staff;

e further reduce travel and contract resources for specialized data
and expertise used to complete congressional engagements; and

= further reduce planned investments in information technology that
have the potential to increase GAO’s efficiency and effectiveness
and reduce support costs in the future.
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This third consecutive year of dramatic staffing reductions would
diminish our ability to find cost savings in the federal govemment at a
time when Congress needs us most given the federal government's
fiscal position. For example, GAO's reduced staffing levels would
adversely impact GAQ’s ability to:

* identify cost savings and improvements in govemment operations,
improve services to the public, conserve federal financial
resources, and initiate government-wide reforms;

+ effectively assist the Congress in addressing the broad array of
social, economic, and security challenges facing the nation;

+ provide timely and responsive information to support congressional
deliberations or reauthorization activities for pending programs;
and

« staff requested engagements, resulting in delays in starting
congressional requests.

Concluding Remarks

Fiscal year 2013 brings more chailenges with responsibilities to further
assess and report on government programs and financial regulatory
reform efforts, among many other pressing issues. However, the
impending sequestration would further erode GAQ’s staffing level and
severely limit GAQ’s ability to conduct its mission in an efficient and
effective manner now and into the future. We have been and will
continue to reach out to our congressional clients to ensure they
recognize our financial situation, to help focus our work on the highest-
priority areas, and help prioritize our work to obtain the maximum
benefit in this resource-constrained environment. We remain
committed to providing accurate, objective, nonpartisan, and
constructive information to the Congress to help it conduct effective
oversight and fulfil! its constitutional responsibilities.

As the Congress and the administration debate ways to improve the
federal government’s long-term fiscal outiook, GAO’s mission becomes
ever more critical to help identify billions of dolars in cost-saving
opportunities to tighten federal budgets in a thoughtful, targeted way
and identify revenue-enhancement opportunities in a prudent manner.

Mr. Chairman, Ranking Member Wasserman Schuitz, and Members of
the Subcommittee, this concludes my prepared statement. |
appreciate, as always, your careful consideration of our circumstances
and budgetary needs and look forward to discussing the matter with
you.
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Appendix I:

GAOQO’s Mission and Services in
Support of Congressional
Decision-Making

GAO Supports
Congressional
Decision-making,
Saves Resources, and
Helps Improve
Government

The Government Accountability Office is an independent, nonpartisan
professional services agency in the legislative branch of the federal
government. Commonly known as the audit and investigative arm of the
Congress or the “congressional watchdog,” GAO examines how taxpayer
doltars are spent and advises lawmakers and agency heads on ways to
make government work better. Our mission is to support the Congress in
meeting its constitutional responsibilities and to help improve the
performance and ensure the accountability of the federal government for
the benefit of the American people. We accomplish our mission by
providing objective, fact-based, and refiable information and informed
analysis to the Congress, federal agencies, and the public, and we
recommend improvements, where appropriate, on a wide variety of
issues.

GAO is unique in our audit and evaiuation capacity to support the
Congress by performing original research, providing technical assistance,
and conducting analyses to help the Congress make informed decisions
across ali segments of the federal budget resulting in tangible benefits
and enhanced oversight. GAO provides services that span the vast
interests of the Congress and the Nation.

in February 2012, GAQ issued an interim update to its strategic pian for fiscal
years 2010 through 2015. Our strategic plan framework is attached as
Appendix H." GAO's strategic goals and objectives reflect the wide array of
national and intemational issues that GAC covers in its mission to support the
Congress, such as:

+ addressing current and emerging challenges to the well-being and
financial security of the American people;

+ responding to changing secunty threats and the challenges of giobai
interdependence;

» helping transform the federal government to address national chalienges;
and

* maximizing the vaiue of GAO by enabling quality, timely service to the
Congress and being a leading practices federal agency.

* A complete set of GAQ's strategic pianning and performance and accountability reports
are available on our website at http:/Avww.gao.gov/sp.html. The annual performance
and accountability report informs the Congress and the American peopie about what we
have achieved on their behalf with the funds entrusted to us.
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To impiement the performance goals and key efforts related to our three
external goals, we develop and present information in a number of ways,
including:

* evaluations of federal policies, programs, and the performance of
agencies;

* oversight of government operations through financiai and other
management audits to determine whether public funds are spent
efficiently, effectively, and in accordance with applicabie laws;

* investigations to assess whether iflegal or improper activities are
oceurring;

* analyses of the financing for government activities;

* constructive engagements in which we work proactively with
agencies, when appropriate, to provide advice that may assist their
efforts toward positive resuits;

* legal opinions that determine whether agencies are in compliance with
applicable laws and regulations;

e policy analyses to assess needed actions and the implications of
proposed actions; and

* assistance to the Congress in support of its oversight and decision-
making responsibilities.

in addition to studies in response to congressional requests, GAQO issues
products that provide agencies with guidance and best practices, or
otherwise support greater accountability and oversight in government.

As part of fulfiiling our commitments under the Presidential Transition Act,
as amended, GAO serves as a key resource for the Congress and the
Administration on major challenges needing the attention of the 28 largest
departments and agencies across government, as weli as issues facing
our nation that require urgent attention and continuing oversight.

GAO seeks both to heip position the government to better manage risks
that could compromise the nation’s security, health, and solvency, and to
identify opportunities for managing government resources wisely for a
more sustainable future. GAO is a valuable tool for heiping the Congress
review, reprioritize, and revise existing mandatory and discretionary
spending programs and tax policies. Our dedicated and multidisciplinary
staff have substantive agency and program expertise, as well as
expertise in conducting financial and performance audits, program
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evaluations, policy analyses, and technology assessments. Additionally,
through its involvement domestically with the federal, state, and local
audit community and internationally with its national audit office
counterparts, GAQ has played an important role in heiping ensure the
financial integrity of U.S. funds expended at home and abroad.

Assisting the
Congress and the
Nation During
Challenging Times

Annually we issue hundreds of reports based on our work, In fiscal year
2012, GAO's work covered a broad range of issues relevant to all
Americans, including:

— retirement security ~ transportation safety
-~ foreclosure mitigation -~ counterterrorism

-~ national secunty -~ cybersecurity

— health care ~ the debt iimit

During fiscal year 2012 we also issued our second report identifying
duplication, overlap, cost-saving opportunities, and revenue
enhancements. This report identified 51 additional areas where programs
may be able to achieve greater efficiencies or become more effective,
including:

~ agriculture =~ health

— defense - homeland security

~ economic development - international affairs

~ education -~ science and the environment
~ energy — social services

~ general government

We also issued a companion publication describing the extent to which
progress was made in addressing the 81 areas identified in our 2011
report and launched a new content area on our website titled “Improving
Efficiency and Effectiveness” to make this work more easily accessible to
the public. We issued 11 products in response to the Dodd-Frank Wal
Street Reform and Consumer Protection Act on financial institutions and
securities markets and several reports on insurance markets and publicly
financed heaith insurance programs related to the Patient Protection and
Affordable Care Act. In addition, we continued to regularly report the
results of our work on the Troubled Asset Relief Program and the
American Recovery and Reinvestment Act.

Every two years, GAQO provides Congress with an update on its High Risk
Series which highlights major programs that are at high risk due to their
greater vulnerabilities to waste, fraud, abuse, and mismanagement or the
need for transformation to address economy, efficiency, or effectiveness
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challenges. In fiscal year 2012, we issued 188 reports, delivered 55
testimonies to the Congress, and prepared several other products, such
as briefings and presentations related to our High Risk work. These
products spanned the following broad categories:

» Strengthening the Foundation for Efficiency and Effectiveness

s Transforming DOD Program Management

* Ensuring Public Safety and Security

¢ Managing Federal Contracting More Effectively

* Assessing the Efficiency and Effectiveness of Tax Law Administration
* Modernizing and Safeguarding Insurance and Benefit Programs.
Financial benefits resulting from this work totaled $28.4 billion in fiscal
year 2012. Solutions to high risk probiems offer the potential to save
billions of dollars, improve services to the public, and strengthen the
performance and accountability of the U. S. government. Eariier this
month we issued the biennial update and report on progress made and
what remains to be done to address each of the high risk areas. Our

High Risk List identifies 30 troubled areas across government and is
included as Appendix ii.
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Appendix II: GAO’s 2013 High-Risk List

Strengthening the Foundation foncy and Eff ~
»  Limiting the Federal Government's Fiscal Exposure by Better Managing Climate Change Risks (new)
»  Management of Federal Oil and Gas Resources

®.  Modernizing the U.S. Financial Regulatory System and Federal Role in Housing Finance

«  Restructuring the U.S. Postal Service to Achieve Sustainable Financial Viability

»  Funding the Nation's Surface Transportation System

=  Strategic Human Capital Management

« Managing Federal Real Property

m Managoment

s DOD Approach to Businass Transformation
e DOD Business Systems Modernization

e  DOD Support infrastructure Management

e DOD Financiat Management

e DOD Supply Chain Management

DOD Wea

Systems Acquisition
iSecurty
Satellite Data (new}

«  Mitigating Gaps in Weather

= Strengthening Department of Homeland Security Management Functions

=  Establishing Effective Mechanisms for Sharing and Managing Terrorism-Related Information to Protect the Homeland
= Protecting the Federal Government's information Systems and the Nation's Cyber Critical infrastructures

s  Ensuring the Effective Protection of Technologies Critical to U.S. National Security interests

»  Revamping Federal Oversight of Food Safety

s  Protecting Public Health through Enhanced Oversight of Medicat Products

s Transforming EPA’s Processes for Assessing and Controlling Toxic Chemicals

ing Sontracting More Effectively
» DOD Contract Management
o DOFE’s Contract Management for the National Nuclear Security Administration & Office of Environmentai Management

» improving and Medemizing Federal Disability Programs
+  Pension Benefit Guaranty Corporation Insurance Programs
*  Medicare Program

s Medicaid Program

«  National Flood insurance Program
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Appendix III: GAO’s Strategic Plan
Framework

Serving the Congress and the Nation
GAD's Strategic Plan Framework

MISSION
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GAQ’s Mission

The Government Accountability Office, the audit, evaluation, and
investigative arm of Congress, exists to support Congress in meeting
its constitutional responsibilities and to help improve the performance
and accountability of the federal government for the American people.
GAO examines the use of public funds; evaluates federa! programs
and policies; and provides analyses, recommendations, and other
assistance to help Congress make informed oversight, policy, and
funding decisions. GAO'’s commitment to good government is reflected
in its core values of accountability, integrity, and reliability.

Obtaining Copies of
GAO Reports and
Testimony

The fastest and easiest way to obtain copies of GAO documents at no
cost is through GAO's Web site (www.gao.gov). Each weekday
afternoon, GAO posts on its Web site newly released reports,
testimony, and correspondence. To have GAO e-mail you a list of
newly posted products, go to www.gao.gov and select “E-mail
Updates.”

Order by Phone

The price of each GAO pubilication reflects GAO’s actual cost of
production and distribution and depends on the number of pages in the
publication and whether the publication is printed in color or black and
white. Pricing and ordering information is posted on GAO's Web site,
http://iwww.gao.gov/ordering.htm,

Place orders by calling {202} 512-6000, toll free (866) 801-7077, or
TDD (202) 512-2537.

Orders may be paid for using American Express, Discover Card,
MasterCard, Visa, check, or money order. Call for additional
information.

To Report Fraud,
Waste, and Abuse in
Federal Programs

Contact:

Web site: www.gao.gov/fraudnet/fraudnet.htm
E-mait: fraudnet@gao.gov
Automated answering system: (800} 424-5454 or (202) 512-7470

Congressional
Relations

Katherine Siggerud, Managing Director, Siggerudk@gao.gov, (202)
512-4400

U.S. Government Accountability Office, 441 G Street NW, Room 7125
Washington, DC 20548

Public Affairs

. A
N
Piease Print on Recycled Paper

Chuck Young, Managing Director, younge1@gao.gov, (202) 512-4800
U.S. Government Accountability Office, 441 G Street NW, Room 7149
Washington, DC 20548
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This is a work of the U.S. government and is not subject to copyright protection in the
United States. The published product may be reproduced and distributed in its entiraty
without further permission from GAO. However, because this work may contain
copyrighted images or other material, permission from the copyright holder may be
necessary if you wish to reproduce this material separately.
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GAQO’s OUTREACH TO CONGRESS TO PRIORITIZE REQUESTS

Mr. ALEXANDER. Okay. Well, before we go to questions, I would
like to introduce Mr. David Valadao. Would you have an opening
statement that you want to make?

Mr. VALADAO. No, thank you.

Mr. ALEXANDER. All right. You mentioned that the requests for
your agency have tapered off. Is it because of unconcern or people
have just given up hope of getting anything done over the ordi-
nary?

Mr. DobpARO. No, I think it is a conscious result of my outreach
to the committee chairs and ranking members to understand our
budget situation and to prioritize the requests.

And when we say “taper off,” we mean we have gone from maybe
over a thousand requests to 924. So we are having some impact,
but Congress is still seeking a high demand for our work.

But I think it is a consequence of those dialogues, Mr. Chairman.
People understand and they are prioritizing their requests. If a
committee chair or ranking member sent in a request, on average,
it takes us about 4 months to be able to staff that request. So they
know we are not going to get to things right away, and we have
to prioritize.

The other thing we are doing that I am very pleased about is
that we are now doing bodies of work for multiple committees. And
about half of the request workload that we have are bipartisan re-
quests. So we have worked with the committees to gather the most
common interests on multiple committees and do one body of work
to meet the needs of multiple committees. That has brought down
the number of requests too, so we don’t have a lot of committees
asking for the same work.

Mr. ALEXANDER. So you are prepared for sequestration if it in-
deed comes about?

Mr. DoDARO. Yes. We have been planning prudently for the even-
tuality of this. The consequences for us is that we would have to
postpone about 60 percent of our hiring, which would further bring
down the size of GAO’s workforce to near historic low levels.

We would have to defer or reduce our retention programs and re-
ward programs for our employees, who are dedicated and hard-
working people, producing good results.

We would reduce further our infrastructure costs by deferring
some IT investments that we need for the future. And we would
cut back on our travel and other, related costs during that period
of time.

But the most important aspect of sequestration for us, and we
believe it is because we planned prudently, we are not—if the se-
questration level stays at 5.3 or 5.5 percent, we wouldn’t have to
furlough anybody. We have been planning to make sure we maxi-
mize our impact to the Congress and minimize our impact on our
employees. But the biggest impact for us is both, now and in the
future, not having an additional 200 or 300 people to replace attri-
tion. So we wouldn’t be able to support the Congress as much as
we have been now and in the future at GAO. I am really worried
about the future of GAO.
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I mentioned to this committee in the past, I feel like a college
football coach, where all the seniors are leaving and there are no
freshmen and sophomores coming in. And one more year of post-
poned hiring, which would make our third straight year in a row,
I will begin to start losing the junior class, too. So I am deeply con-
cerned about the future of our agency and our ability to support
the Congress.

Mr. ALEXANDER. Okay.

Ms. Wasserman Schultz.

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman.

You know, I think it is important to just raise what the purpose
of the Government Accountability Office is. This is the beginning
of my 21st year in public office. And right about the time when I
was first elected to the Florida legislature, accountability, whether
it was through the establishment of GAO or we have an entity in
Florida called OPPAGA, which these agencies exist so that we can
make sure that we are spending the taxpayers’ dollars wisely and
that we are not engaging in unnecessary waste and that we ferret
out fraud when there is any, which hopefully, obviously, in the Fed-
eral agencies funding, there wouldn’t be, or even abusive practices.

You know, in my remarks I mentioned it is the ultimate in being
pennywise and pound foolish to cut GAO, to allow an indiscrimi-
nate across-the-board cut of $27.3 million as a result of sequestra-
tion to take place because, you know, ultimately making it harder
for us to hold the agencies accountable for the spending that they
are doing is going to mean that we waste more money, ironically.

And I think it is also important that we remind each other that
the sequester is not just a one-time cut. It is a reestablishment of
the baseline. So, you know, when you are an appropriator, you un-
derstand that. And so what I would like to know is how does GAO
plan to absorb those cuts not just—you have outlined how you
would absorb them now, but beyond. Essentially, does that mean
that if we don’t replace the sequester at some point soon, does the
footprint and the ability of GAO to do the full scale of your work,
does it diminish and decline? And aren’t we likely to have more
waste in government if that happens?

Mr. DoDARO. Well, definitely the sequestration would have an
immediate effect on reducing the size of GAO and make it harder
for our workforce in the future. So, yes, it will diminish our capa-
bility to do our work in support of the Congress and identify fraud,
waste, abuse, mismanagement, and ways to make government
more efficient and effective at a time where we need that more
than ever.

Ms. WASSERMAN SCHULTZ. Right.

Mr. DODARO. I am very concerned as the auditor of the govern-
ment’s financial statements about our financial position going for-
ward. And we are in an era of where there is going to be continued
budgetary pressures for many years. And as for GAO, if our work-
force is diminished, our ability to serve the Congress will be dimin-
ished, and we won’t be able to help Congress make as many in-
formed decisions.

I mentioned we returned $105 for every dollar invested in us last
year. There are over $100 billion every year in improper payments
in the Federal Government. Our tax gap is $385 billion. You know,
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thlese are areas we could do more work on and help Congress re-
solve.

Ms. WASSERMAN SCHULTZ. Mr. Dodaro, is it fair to say that if the
sequester kicks in, that we will have less accountability and more
potential waste of taxpayer dollars?

Mr. DODARO. I believe that would be the case, because it will
cause people to make decisions that they wouldn’t have otherwise
made in this period of time. I have been in government now at the
GAO for 40 years, and when these type of things happen, people
cut back on the administrative oversight of these programs: It is
inevitable that will happen. And you could have breakdowns in
management controls. I think we have too high of a level right
now. And I would be concerned about any additional vulnerabilities
that might occur.

Ms. WASSERMAN SCHULTZ. And wouldn’t it be more likely that
your workload and the requests for your work with a sequester in
place kick in because you are arguably going to have committees
that are going to want to know what impact the sequester is going
to have on the programs that they are responsible for?

Mr. DoODARO. That is true.

Ms. WASSERMAN SCHULTZ. So wouldn’t you have sequester-re-
lated requests that would add to your workload?

Mr. DoDARO. Right. I believe we would have that. And we would
have to prioritize and defer other work to be able to handle those.

Ms. WASSERMAN ScHULTZ. Okay. Thank you, Mr. Chairman.

Mr. ALEXANDER. Mr. Bishop?

GAO PLAYS KEY ROLE IN HELPING CONGRESS

Mr. BisHOP. Thank you very much.

Following along the lines of the questions from Ms. Wasserman
Schultz, you are our guide as Members of Congress, our chief in-
vestigator, our chief accountant, our chief detective. You perform
the function that helps us to do what we should do to be respon-
sible with taxpayers’ dollars. If you were in the position to orches-
trate or choreograph how the deficit reduction should take place,
as compared to the sequester, I would assume that, being thought-
ful, that you would want to set priorities. Your agency helps Con-
gress to be informed in setting priorities.

So if you were not necessarily head of GAO, but you were some-
how orchestrating deficit reduction and the path to a balanced
budget would GAO be the last agency that you would think about
cutting? Since you set the priorities, wouldn’t the GAO be the agen-
cy that you would want to be the strongest and most aggressive
with its resources so that the people that you serve, your constitu-
ents in the Congress, would be better informed?

Mr. DODARO. I believe a strong GAO is good for the Congress,
good for the country, and we need to do that. I believe that we
shouldn’t be immune from scrutiny over our budget. And I have
come before this committee in the past and asked for a zero in-
crease in our budget because I believe——

Mr. BisHOP. And you have.

Mr. DODARO [continuing]. We need to make our contribution to
that. But I believe with the 8 percent reduction we have already
implemented, and another, you know, 5, almost 6 percent with the
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potential sequester, that we are getting diminishing returns now,
and we are jeopardizing GAQ’s ability to serve the Congress in the
future. So I definitely believe, and obviously, I have a conflict of in-
terest at this point

Mr. BisHOP. That is why I asked you to imagine that you were
not necessarily head of the GAO.

Mr. DoDARO. Right. But I am in this position for 15 years. So it
is hard to think of me being anything else right now.

Mr. BisHOP. I thought you were head of OPM.

Mr. DoDARO. As I said, I believe a strong GAO is necessary to
help the Congress make these difficult trade-off decisions. And it
is a prudent and wise investment.

I know full well that the government is on a long-term
unsustainable fiscal path. And what lies before the Congress are
some very, very difficult policy choices, from entitlement programs
to discretionary spending to revenue issues. And we can provide
full service to help the Congress deal with the full range of those
fiscal challenges going forward. So I believe our optimum level is
about 3,250 people. And right now, we are 300 below that, and po-
tentially going 400 to 500 below that with the sequester. So we are
asking for just a modest increase, and we think we can do the job
and help the Congress.

Mr. BisHOP. It has been said over and over again such that I
guess it is becoming redundant, that the sequester is pennywise
and pound foolish, and would really, really just make absolutely no
sense to you as a professional in terms of the function that your
agency performs.

Mr. DoDARO. Speaking for GAO, I believe it will have an impact
on us, impact on the Congress and the country immediately, and
will have a long-term impact on us unless we can recover from it.

GAO IDENTIFIES BILLIONS OF DOLLARS IN SAVINGS

Mr. ALEXANDER. Mr. Valadao.

Mr. VALADAO. My question is simple. On page eight, you mention
an opportunity to reduce cost if we take congressional action. How
much would that save, and are there any other opportunities?

Mr. DoDARO. On page eight. Which.

Mr. VALADAO. Where you state the reporting requirements for
ARRA funding.

Mr. DoDpARO. Oh, ARRA funding. Yes, that would save us several
staff years. What the requirement is—and it made sense in the be-
ginning with the Recovery Act—we were charged with doing bi-
monthly reviews of the use of the Recovery Act money by States
and localities and once a quarter to report on the number of jobs
created or maintained that recipients were reporting to the admin-
istration. And so we did that. But most of the Recovery Act money
has been spent now, but the requirement for us to do the bi-
monthly reviews and the quarterly reporting requirements is still
in place. So that would save us some staff time to be able to do
that. It is not going to be our savior by any means, but it is a con-
tribution.

Mr. VALADAO. Are there any other opportunities similar to this?

Mr. DODARO. We address them every year. We will be submitting
some additional ones to the Congress this year for consideration.
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Last year, the Congress repealed 16 mandates like that. We have
asked this committee to help us on this one since it originated in
the Appropriations Committees. But we work with the authorizing
committees and others to try to repeal these requirements. We do
that; it is a routine action we do every year. And we appreciate
your support on that question. Thank you.

Mr. VALADAO. Thank you.

Mr. ALEXANDER. Mr. Jeff Fortenberry, we have given everybody
else a chance for an opening statement and a question.

Mr. FORTENBERRY. Thank you, Mr. Chairman.

I appreciate your leadership, and the opportunity to talk with
you today. And thank you for your leadership at the head of this
most important agency. I apologize for coming in late. I don’t have
the benefit of the earlier statements, so forgive me if I am a bit re-
dundant. I know you are doing more with less, and it is my under-
standing you basically have the same staffing level that you have
had since 1935, something like that.

Mr. DoDARO. Right.

Mr. FORTENBERRY. I agree with the commentary that, going to
the issue of the sequester, it is a clumsy way to do this across the
board. Now, that is why I think that this demands cooperation be-
tween the White House and the Congress to figure out how the
necessary task of reducing spending takes place in a more targeted
manner that is reform minded, that helps deliver government serv-
ices more effectively and efficiently, smart government. And I know
that is your fundamental mission.

To the specifics of something that you did, I believe it was last
year, it might have been 2 years ago, you put out a report that
looked at interagency conflicts, redundancies, overlapping missions.
Can I make a recommendation to you? And I will allow you to re-
spond.

Mr. DODARO. Sure.

Mr. FORTENBERRY. It was very hard to unpack actually, if we im-
plemented all of those measures that you called for, what the fiscal
impact would be. You heard some people interpret that as a $600
billion savings. Technically, I am not sure how that was developed.
I looked at the executive summary, as I recall, and you carefully
avoided talking about, as I recall, the potential, the fullness of sav-
ings there. But can you address that question?

Mr. DODARO. Sure.

Mr. FORTENBERRY. What is the potential savings of simply doing
smart government reform that you have already called for? One
low level number I saw was $200 billion. But I would rather hear
it from you directly as to what that specific number was.

Mr. DoDARO. Yes. We have now a statutory requirement that
Congress put on us in one of the efforts to raise the debt ceiling
to do this report every year on overlap and duplication and frag-
mentation of the Federal Government. We have issued two reports.
We have pointed out 132 areas where there is overlap, duplication,
as well as the ability to achieve cost savings and enhance revenues.
We added that on as well because it is the same objective as over-
lap and duplication.

Our third report will be coming out in early April of this year.
And it will be our first pass across the entire Federal Government.
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In the 132 areas, we make over 300 specific recommendations of
actions that could be taken by the Congress.

One of the difficulties that we have had, Congressman Forten-
berry, is that, in a number of cases, it has been hard to determine
what the costs of some of these programs really are because they
are included in a number of different areas. For example, there are
82 programs to improve teacher quality by 10 different Federal
agencies. Nobody had a list before we did the study. Many of these
are outside of the Department of Education. There are 47 programs
on employment and training. Also, there is very little information
available for most of these programs on what their performance
has been and how effective they are.

But the bottom line is, to your point, we have estimated that im-
plementing these actions, depending on what the Congress does, it
could be tens of billions of dollars. We don’t have an overall price
tag that we put on it. It would depend on the decisions that are
made. But we are confident that it is in the tens of billions of dol-
lars. We think they would be smart cuts.

Mr. FORTENBERRY. Well, then you can understand the difficulty
of a single congressional office, where you are looking at basically
16 staff members trying to unpack what the potential of those ac-
tions means. It would be helpful if you could maybe in terms of
even—I understand broad categories of tens of billions—but a little
more specificity would be helpful. Because then that actually em-
powers us to say, okay, is this smart, or is this not? And by doing
this a little bit differently, you can deliver effective program serv-
ices but get rid of some of this duplication that is too hard to pay
attention to as a single Member of Congress. You are having prob-
lems with 3,500 staff unpacking the dynamics of multiple duplica-
tions of a singular mission program that actually lands in a variety
of places.

Mr. DoDARO. Right.

Mr. FORTENBERRY. So do you understand what I am asking you
to do?

Mr. DODARO. Yes. Where we have been able to do that, we have.
For example, there is a program where the Social Security Admin-
istration does not have the information from IRS to offset the pen-
sion costs for State and local employees. We estimate and CBO has
estimated, if Congress mandated that information be collected you
could save between $2 billion and $3 billion. We have said there
is a Medicare pilot program that CMS has undertaken that is dif-
ferent from the one authorized in the Patient Protection and Af-
fordable Health Care Act that rewards mediocre plans, not high-
performing plans. If that pilot was canceled, you could save $8.3
billion. Now, the pilot has gone through a year or two already, but
there is still $2 billion or $3 billion there. We have said on Medi-
care Advantage, that they are not reflecting the types of bene-
ficiaries specifically on how they adjust the rates between the fee-
for-service program and Medicare Advantage. That could save an-
other $2 billion to $3 billion.

So we have a lot of specific recommendations like that; where we
can put a price a tag on it we put in there.
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The problem is on the 47 employment training programs, it de-
pends on which ones the Congress keeps and which ones it doesn’t.
It is a policy matter for the Congress to choose.

Mr. FORTENBERRY. Sure, I understand it is our responsibility ul-
timately. Is there a central repository of those specific

Mr. DODARO. Yes.

Mr. FORTENBERRY [continuing]. Programs that is simply out-
lined?

Mr. DopARO. Yes. This year, we are putting it online in April.

Mr. FORTENBERRY. Can I have it this afternoon actually?

Mr. DoDpARO. Well, let me see what we can provide you right
now. It is in process.

Mr. FORTENBERRY. That would be helpful. I think it gets to the
heart of my earlier question. Help us empower your mission.

Mr. DODARO. Right.

Mr. FORTENBERRY. Specifics, even if they have to be in a bit of
a broad range, I understand that, but tens of billions of dollars is
too broad. Specifying, “if you did this, these changes would occur,
you could still meet mission goals but at the same time save this
amount of money,” I think that would enhance the effectiveness of
your agency. It would further empower you and your passionate
service for getting government right. I think it would potentially,
as my other friends are arguing, put you maybe at the top of the
list and make this number for every dollar invested, you get $100
of return, stick in the minds of people. I would like to give you that
recommendation. It would be helpful.

Mr. DODARO. I understand what you are saying. But I also think
it needs to be an interactive process. In other words, we need to
point Congress in the direction in some of these areas. Where we
have specific cost savings, we have provided them. But Congress
would need to make some tentative policy choices and policy op-
tions, and then they could be priced out to see how much money
we would save. You could eliminate——

Mr. FORTENBERRY. Fair enough. I have admonished you. Now
you have admonished me. Fair enough.

Mr. BisHOP. Would the gentleman yield? Could you provide that
to all of us on the committee?

Mr. DODARO. Yes.

Mr. BisHOP. All right. Thank you. I think it is an excellent sug-
gestion.

FINANCIAL AND OTHER BENEFITS FROM GAO’S WORK

Mr. FORTENBERRY. Thank you.

Mr. ALEXANDER. Going back 40 years, I certainly don’t expect
you to have a definite answer, but just off the top of your head,
what percentage of the requests that you all have made to Con-
gress, what percentage have been acted on in a reasonable way?

Mr. DoODARO. Basically, we track implementation of our rec-
ommendations over a 4-year period. We figure if it is not going to
be acted on within a 4-year period, chances are they will not be.
It has consistently been 80 percent of our recommendations, that
is by both executive branch agencies and the Congress, have been
acted upon.



34

Mr. ALEXANDER. So the numbers that Mr. Fortenberry is talking
about in savings, you have an estimate of what your suggestions
have saved?

Mr. DODARO. Yes. That is the one-half trillion dollars I had men-
tioned of financial benefits. Just to give you a couple examples, we
had pointed out acquisition and procurement problems in the Con-
stellation program at NASA, so they canceled that and saved sev-
eral billion dollars. DOD was going to have what they called tour
normalization in South Korea, which was to move families there for
longer tours of duty, servicemembers and their families, which was
going to cost huge infrastructure costs. We said, you can’t afford it,
so they scaled it back and saved over $3 billion as a result. Many
weapons systems we have pointed out have been over budget, and
either the Congress or the agencies have scaled them back. We
have pointed out where DOD buys too many spare parts. They
have taken action. They have saved about—or $800 million, in
spare parts. We think they could save more. So we have a lot of
those type of recommendations.

Mr. BisHoP. Is that $800 billion?

Mr. DoDARO. Eight hundred million, I am sorry. I misspoke, but
I corrected myself.

Mr. FORTENBERRY. We all got excited.

Mr. DopARO. Between trillions and billions and millions——

CAPITOL POLICE RADIO UPGRADE

Mr. ALEXANDER. It is our understanding that you have been
monitoring a project that the Capitol Police have been trying to im-
plement related to the outdoor repeater sites. And it is our under-
standing that it has been delayed maybe 6 months. Can you tell
us why they are being delayed?

Mr. DODARO. Yes. One of the problems is the program had an ex-
tended procurement cycle. And there have been delays in the per-
mitting processes. But right now, and we think that the funda-
mental problem has been, that you have three different parties in-
volved here. You have the police. You have the Architect of the
Capitol who has to build the facilities, and you have the Naval Air
Systems Command, which is procuring the equipment for the po-
lice. There is no integrated schedule to say, okay, if we do this,
this, and that, the project will stay on schedule. Right now, for ex-
ample, they have to build the outdoor facilities in order to house
the antennas, the repeater sites that are in place. There is still no
agreement on how they are going to do testing to ensure that the
system components work together. There is no training schedule
for training the Capitol Police on how to use the radios. You have
about 1,800 officers who have to be trained. Or how to migrate
from the current radio system to the new radio system.

All of those details need to be worked out in a well thought out
schedule in order to be able to tell exactly when they are going to
finish the effort, have it completed and in place. We have pointed
this out several times in the past, but they still don’t have a very
reliable, integrated master schedule. And without that, your reli-
ability of predicting when you will finally complete this is not high.

Mr. ALEXANDER. Ms. Wasserman Schultz.

Ms. WASSERMAN SCHULTZ. Thank you.
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I want to ask a follow up on the Capitol radios.

But I do want to point out, Mr. Fortenberry, the GAO has 2,870
FTEs, not 3,500. We are not even at 3,000. And we are several
hundred below where they were previously. So we really are asking
them to do more with less.

I do want to agree with what he said, it is important for us to
not allow the sequester to come in, to kick in, because indiscrimi-
nate across-the-board cuts are not the responsible approach. We
have an opportunity to do that.

We can come together and focus on a balanced approach to def-
icit reduction that would replace the sequester with targeted
spending cuts, as well as closing tax loopholes for the wealthiest,
most fortunate Americans. That is an approach that the American
people overwhelmingly support, as opposed to the cuts-only ap-
proach that is on the table, proposed by the House Republican lead-
ership. And, you know, the President and Congressional Democrats
are simply waiting for the GOP join us at the negotiating table so
that we can hammer out a compromise that takes that balanced
approach.

That having been said, on the radios specifically, and this is a
continuation of, you know, of a project that was already starting to
have problems when I was the chair of the committee. You know,
we went through at the beginning of the process an argument over
whether or not we actually would just appropriate the entire
amount right away. And, you know, we struggled through that for
a little while. And now, you know, we are at the point where the
project timeline has slipped. The cost overruns have begun. And,
you know, I am concerned about further slippage. And, you know,
I am not willing to just sign off on, you know, more funds being
released for this project until there is a better handle on the
timeline and just actually until we are given greater confidence
that the system that they are putting together actually has good
oversight and is one that is going to do the job. Because remember
the radio modernization project, Mr. Chairman, I mean, the pur-
pose of that is left over from 9/11. I mean, you know, we are still
dealing with the system that the Capitol Police has that has inter-
operability challenges. And I mean, it is 2013.

You know, we are 12 years beyond 9/11. And this was one of the
number one problems that was identified that our police services
had when 9/11 happened. So what are the budget implications due
to the time slippage? If you could give us an outline of those.

Mr. DODARO. Sure. I understand there has been appropriated
about $105 million. Right now, the estimate is around $102 million.
So there is a small amount of money that we understand may still
be available. And we have not gone in and audited it, but that is
our understanding of what is being reported. If the project slips be-
yond the current schedule, which is toward the end of this fiscal
year, and goes into fiscal year 2014, there is a possibility that addi-
tional money could be needed. I don’t have any idea right now.
Until you have a good schedule, it is really hard to predict the
amount of money.

Ms. WASSERMAN SCHULTZ. We have a hearing with them on
March 6.
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Mr. DODARO. I think the things to focus on then will be the test-
ing to ensure system coverage. You are exactly right. The dead
spots in the Capitol and why they had no coverage in many parts
of the Capitol. They have installed all the internal antennas within
the Capitol. The one thing to keep an eye on and ask about is what
implications there would be when the renovations start at the Can-
non Building for the placement of those antenna and whether they
need to be moved again or not.

Ms. WASSERMAN SCHULTZ. Right.

Mr. DODARO. The need to review the system coverage on the out-
door testing before they accept the system, make sure everything
works properly, and to make sure they have a good rollout plan for
training the officers and migrating from the old system to the new
one so you don’t have any gaps in coverage. Those are the key
things.

Ms. WASSERMAN SCHULTZ. Thank you.

Mr. ALEXANDER. Is that all?

Ms. WASSERMAN SCHULTZ. I have others.

Mr. ALEXANDER. Okay.

Mr. Bishop.

Mr. BisHOP. I am fine.

Mr. ALEXANDER. Mr. Valadao.

Mr. FORTENBERRY. One more question if you would indulge me,
Mr. Chairman.

Mr. ALEXANDER. Sure.

OVERLAP AND DUPLICATION IN FEDERAL PROGRAMS

Mr. FORTENBERRY. You talked about the two reports that you
have issued on waste and fragmentation and potential for reform.
You talked about a third coming out in April. Is that different, or
is that the same?

Mr. DoDpARO. No, that is different. That will have new areas
identified in it, but it also tracks the recommendations that we
made in the first two reports.

Mr. FORTENBERRY. To the chairman’s question.

Mr. DoDARO. Right. And to your point. The information will all
be automated and searchable.

Mr. FORTENBERRY. Okay. Now, you spoke of the initial reports
that identified 132 programs reflecting a degree of redundancy, or
the potential for reform.

Mr. DoDARO. Yes. Over half of those identified are areas of over-
lap and duplication. The other half to a third of the areas are cost
savings opportunities and revenue enhancements. We have a num-
ber of recommendations on revenue enhancements.

Mr. FORTENBERRY. I want to return to that in a moment after
I finish this narrative thread. You said there are 300 actions in-
volving those 132 programs.

Mr. DODARO. Yes, that is correct.

Mr. FORTENBERRY. What does it look like in your April report as
to the number of areas that could potentially be reformed?

Mr. DODARO. Another 50.

Mr. FORTENBERRY. Okay. Fifty. So we can just accumulate, as-
suming Congress has not done much with the earlier ideas?
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Mr. DoDARO. There are some that have been fully implemented.
Many are partially implemented. But there are many others where
there hasn’t been any action.

Mr. FORTENBERRY. So 50 more is going to potentially save tens
of billions of dollars more? Can you go that far?

Mr. DoDARO. I have not signed off on the final report yet, so I
am not even going to give you that right now. I want to be accu-
rate. I don’t want to overpromise.

Mr. FORTENBERRY. What do you mean in terms of a redundancy
as it affects enhanced revenues?

Mr. DopaRO. Well, there is a set of the 132 areas that are fo-
cused on overlap and duplication of programs. And these areas are:
employment training, teacher quality, science, technology, engi-
neering and math, STEM studies, 200 programs; 160 programs in
the housing area. For example, we recommended that the Rural
Housing Authority and HUD potentially could be merged to save
money. The Rural Housing Authority is making loans in urban
counties, and HUD is making loans in rural counties. And with to-
day’s technology, you could save.

Then we have cost savings, where we have recommended that
this action could save money. We put those in there, too. They are
not overlap and duplication. Now, revenue enhancement, there are
things like how to address the $385 billion net tax gap that we
have right now from taxes owed that should have been collected
under the current system that were not.

Mr. FORTENBERRY. So it is about enforcement issues.

Mr. DoDARO. It is enforcement. The Congress could give the IRS
math authority. We have recommended that so they could fix some
of the returns. We have recommended that IRS be given authority
to collect third-party data in a couple other cases that IRS could
improve enforcement. There are also recommendations in there
about new revenue sources that the Federal Government could get,
for example, in selling enriched uranium. There is a potential for
that. Congress has asked the energy department, based on our rec-
ommendation, to provide some options for doing that that wouldn’t
disrupt the market that could accrue revenue to the Federal Gov-
ernment. The Federal Government hasn’t adjusted user fees for a
number of years. A number of programs are supposed to recover
fees to cover their costs. That hasn’t happened in a lot of cases.
Civil penalties have not been adjusted for inflation.

. M)r. FORTENBERRY. They are already empowered to adjust it by
aw?

Mr. DODARO. Yes, in some cases. In other cases, they need statu-
tory authority. We point out to the Congress where they could pro-
vide needed authority. For example, immigration fees, when people
come into the country. That could be adjusted to better cover the
costs of DHS rather than using appropriated funds to recover that
money.

Mr. BisHopr. Will the gentleman yield?

Mr. FORTENBERRY. Yes.

REPORT ON UNCOLLECTED TAXES

Mr. BisHOP. On the uncollected taxes, we have had the oppor-
tunity to fund additional revenue agents that the IRS has re-
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quested. We were told that the failure to fund these revenue agents
allowed billions of dollars in uncollected taxes to continue. Did
GAO do recommendations on this one as well?

Mr. DoDARO. Yes, we just issued a report, for example, where
IRS, we believe, could redirect some of their resources to more pro-
ductive enforcement activities and enhance revenue collections by
at least a billion dollars with small adjustments to more productive
areas. We have made a lot of recommendations over the years to
enhance IRS performance measures for really figuring out what
are the best methods for collecting and enhancing revenue.

Mr. BisHOP. So additional agents are not necessarily the answer?

Mr. DoDARO. Not always, no. You could get third-party data. The
most efficient source is information matching, particularly with to-
day’s computer environment. And that is one of their best methods
to be able to do it. Plus you need to act early.
~ Mr. BisHOP. So they could do more with less is what you are say-
ing.

Mr. DobpArO. Well, they need both agents, and they need IT, but
they could do more to bring in more revenue if our recommenda-
tions were implemented. And this is not new revenue. This is rev-
enue that is due under current law.

Mr. FORTENBERRY. Reclaiming my time, thank you. Go back to
that specific point on, for instance, you gave an example of teacher
quality improvement programs across multiple agencies. You
couldn’t even find how many there were. Once you did, there were
dozens did you say?

Mr. DoDARO. There were 82 by I believe 10 different agencies.

Mr. FORTENBERRY. That is all I have.

Thank you, Mr. Chairman.

Mr. DODARO. Sure.

Mr. ALEXANDER. Mr. Andy Harris, welcome to the committee. Do
you have a question or an opening statement?

Mr. HARRIS. No, I don’t, sir. I will pass.

Mr. ALEXANDER. Okay.

PAY FOR PERFORMANCE AT GAO

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman.

Just a couple of items. GAO still is utilizing your pay-for-per-
formance system. And that was an experiment that was entered
into by a few government agencies, the largest being DOD, which
ended their experiment after the 2010 National Defense Authoriza-
tion Act. And GAO reviewed DOD’s system before it ended. But
have you reviewed your own? I would like to know, you know, has
it accomplished the goal of tying pay to performance? And how are
GAO employees comparable to other Federal workers in pay since
they don’t have any within grade increases like most executive
branch employees?

Mr. DoDARoO. First, we went off the GS system in the 1980s and
have implemented pay for performance since that period of time
under different systems. We have just reviewed our system, from
a bottom-up approach with the employees, the union and others.
We have a new performance management system that we are im-
plementing this fiscal year for the first time. And I am very pleased
with that system. We are working through right now with the
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union how we are going to compensate people for their performance
from a pay standpoint.

The problem is we have not been able for the last 2 or 3 years
in particular to give our people comparable raises to what the GS
step increase system would be in the executive branch. I am con-
cerned about that.

Ms. WASSERMAN SCHULTZ. And to what do you attribute that?

Mr. DODARO. The budget, just budgetary constraints. In the GS
system they are mandated by law to provide the step increases.

Ms. WASSERMAN SCHULTZ. Right. Right.

Mr. DODARO. In our system, adjustments are not mandated and
we are constrained by how much money we can give our employees
for pay for performance.

Ms. WASSERMAN SCHULTZ. You would say that is more of an in-
dictment of the fact that we are not at an appropriate level of fund-
ing rather than the system that you use.

Mr. DoDARO. Exactly. Before the budgetary constraints, we were
rewarding our employees comparable levels in pay for performance.
I think our pay-for-performance system works well. It always
works better if you have money.

Ms. WASSERMAN SCHULTZ. Yes, resources are helpful.

Mr. DoODARO. Yes. I am confident in our system. We have good
working relationships with our union. I am pleased with that. We
will work through that.

Ms. WASSERMAN SCHULTZ. Things seem to have definitely im-
proved from the last administration to this one when it comes to
the relationship you have with your employees and their union rep-
resentation, which is great.

Mr. DoDARO. Right.

Ms. WASSERMAN SCHULTZ. But still, it is important to know that
the pay grade is lower as a result of the budget challenges.

Mr. DODARO. Yes. And I am concerned about that. We have dedi-
cated, talented people, but they are marketable both within govern-
ment and in the private sector.

Ms. WASSERMAN SCHULTZ. And ultimately, wouldn’t you say that
it affects the quality of your ability to recruit talented employees
to GAO when your system, which is sound, results in a lower pay
scale because of the budget challenges?

Mr. DODARO. Definitely.

Mr. BisHopr. How about retention?

Mr. DODARO. And retention issues, too, definitely.

STAFFING CHALLENGES

Mr. BISHOP. Are you losing employees?

Mr. DopARO. Well, we are at about 7 percent, 8 percent attrition
this year, about half through retirements. What I am concerned
about at this point is also hanging onto the talented younger people
and the Baby Boom generation, since forty percent of our senior ex-
ecutives and about 26 percent of our supervisory analysts are eligi-
ble to retire. We are not replacing them through the pipeline. So
I am worried about the future of the workforce. It is an issue of
both replacing retirees and retention.

Ms. WASSERMAN SCHULTZ. Just reclaiming my time, I want to
ask you about Open World. Did you have something else?
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Mr. BisHOP. No.
GAO REVIEW OF OPEN WORLD OPERATIONS

Ms. WASSERMAN SCHULTZ. Thank you. We will have a hearing
with Open World, and I will have a chance to ask some questions
from them. But GAO reviewed it from the fiscal year 2012 legisla-
tive branch bill, the Open World program. Could you just describe
the scope of that project and what some of the results were? And
particularly I am interested to know what kind of progress they
have made on raising private funds and what percentage of their
budget now consists of private funds.

Mr. DoDpARO. The requirement in the 2012 appropriations re-
quired us to look at our 2004 report, where we made eight rec-
ommendations to improve their financial management operations
and their performance management operations. We found that they
had improved their financial management practices. They were
now getting independent audits every year and getting clean opin-
ions. They revised their manuals and grant procedures. In the per-
formance management area, they had improved their practices
there, too, with quantitative measures, and at the completion of
our review produced a performance plan. So they were moving in
the right directions and implementing the recommendations. The
2012 requirement did not ask us to update the issue on the fund-
ing. But my understanding from our team, and I will provide a
more detailed answer for the record for this

Ms. WASSERMAN SCHULTZ. Thank you.

Mr. DODARO [continuing]. Is that most of the funding is coming
from in-kind contributions at this point. I am not sure exactly what
percentage it represents. But I will try to get that information and
provide it for the record.

[Information provided for the record follows:]

Question. To what extent is Open World generating private funding?

Response. In its 2011 Annual Report, Open World reported raising $406,000 from
private funding sources to supplement its appropriations in fiscal year 2011. Open
World is making efforts to raise funds from private sources at an annual average
of approximately $330,000 for fiscal years 2012 through 2016. According to Open
World officials, most of this funding to date has been used to support alumni activi-
ties not funded through appropriated funds.

In addition, in fiscal year 2011 Open World reported $2.3 million in in-kind (non-
cash) contributions, mostly from U.S. grantees/volunteers that support the program.
These contributions typically include homestays, meals, volunteer staff time, trans-
portation, meeting space and other types of in-kind services.!

Open World has established annual fund-raising goals for both direct private
funding and in-kind contributions for fiscal years 2012 through 2016. The annual
target for direct private funding ranges from $325,000 in 2012 to $338,000 in 2016.
For fiscal years 2012 through 2016, Open World set a goal of receiving annual in-
kind (and some other private) contributions that, when given a monetary value, rep-
resent between 20 to 22 percent of its annual appropriation.2 Planned targets re-

main fairly consistent at 20 percent for 2012 and 2013, 21 percent for 2014 and
2015, and 22 percent for 2016.

1In 2004, we recommended that Open World estimate and disclose the value of contributed
services from U.S. volunteers to better reflect the total scope of the program. Each year since
2007, Open World has required all grantees to submit by March 31 of the following year a Cost
Share Report detailing contributions made by the grantee or a third party to the program.

20pen World officials said the term “cost-shares” used in Open World’s performance measures
refers to both in-kind contributions and other private contributions that fund delegation-specific
program expenses.
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Ms. WASSERMAN SCHULTZ. That would be great. And did your re-
view look at duplication with other agencies or programs that are
similar to Open World?

Mr. DoODARO. I do not believe so.

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman.

Mr. ALEXANDER. Mr. Bishop, you have a final question?

Mr. BisHOP. I am satisfied. Thank you.

CLOSING REMARKS

Mr. ALEXANDER. Well, we appreciate it. There are some other
questions that we will submit to you for the record. We appreciate
you sharing your time with us this morning. We will work with
you.

We appreciate you all being here with us today. Thank you.

Mr. DopARO. Thank you very much, Mr. Chairman. I know that
you and the committee members will give careful consideration, as
always, to our requests. And I appreciate that very much. Thank
you again for the opportunity to be here today.

Mr. ALEXANDER. Sure. Thank you.

[Questions submitted for the record by Chairman Alexander and
Congressman Young follow:]
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QUESTIONS FOR THE RECORD
CHAIRMAN ALEXANDER

CONGRESSIONAL REQUEST. Mr. Dodaro with the anticipated sequestration
and the budget reductions GAO has faced over the past several years can you
tell us how the GAO is Managing Congressional Requests?

Response . GAO’s Executive Committee has been guided by two core
principles throughout this environment of constrained resources and fiscal
austerity. First, we continue to seek ways to maximize our support to the
Congress and the nation. Second, we have sought to minimize the impact on
GAO’s dedicated and talented people.

We continue to take steps to manage our work load effectively. First, we give
priority to work that is statutorily mandated by Congress and to requests
from Congressional Committee leaders. This approach allows us to support
these committees as they carry out their appropriation, authorization, and
oversight activities. In fiscal year 2012 alone, GAO provided services that
spanned across the broad range of federal programs and activities. We
provided results that supported 95 percent of the standing committees of the
Congress and about 60 percent of their subcommittees. Senior GAO officials
testified at 159 hearings on national and international issues. Second, we
focus on areas where there is the greatest potential for results, such as
recommendations that identify cost savings and improve government
operations and programs. GAQ’s fiscal year 2012 work yielded significant
results across the government, including $55.8 billion in financial benefits—a
return of $105 for every dollar invested in GAO. Since fiscal year 2002, GAQ's
work has resulted in substantial financial and other benefits for the American
people, including over % trillion dollars in financial benefits; 14,083 program
and operational benefits that helped to change laws, improve public services,
and promote sound management throughout government; and 12,485
products including 22,548 recommendations.

To ensure we prioritize our work to align with Congressional leadership
priorities and potential for results, we consult continuously with
Congressional committees. I meet with the Chairs and Ranking Members of
many of the standing committees to hear first-hand the feedback on our
performance. 1also highlight the need to prioritize requests for GAOQ’s
services to maximize the return on the investment in GAO. Further, when we
receive multiple requests for work in areas of high priority for the Congress,
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we also look for opportunities, in consultation with Congressional committees
and their staff, to merge these requests to create one body of work to meet
multiple needs. Much of our work—up to 45 percent in 2012—resulted from
bipartisan requests or mandates. As a result of these efforts, we have seen a
slight decrease in requests and mandates - from 979 in 2010 to 924 in 2012.

To manage our workload from mandates, we also conduct congressional
outreach regarding both potential and existing mandates. As bills are
introduced weekly, we immediately review them to identify potential
mandates for GAO work. As each potential mandate moves through the
legislative process, we engage directly with the relevant committee or
subcommittee to ensure that the mandate reflects a high priority requirement,
is scoped appropriately for meeting the congressional objective, avoids
duplication of recently completed or ongoing work, and calls for work that is
within GAO’s authority. In addition, we continue to work with Congressional
committees to amend or repeal existing statutory mandates for GAO studies
that have outlived their usefulness or do not represent the best use of GAO’s
resources given current congressional priorities. During the second session of
the 112th Congress we collaborated with the Congress to revise or repeal 16
of GAO’s mandated reporting requirements which had, over time, lost
relevance or usefulness.

By taking these steps during this period of constrained resources as well as by
cutting our operating expenses, we strive to continue to maximize our support
to the Congress and the nation while minimizing the impact on GAO’s
dedicated and talented people. However, the significant reductions in our
staffing levels severely jeopardize our ability to adequately support the
Congress in a timely manner, now and into the future. During this period of
constrained resources, GAO'’s staffing level has dropped by 350 full-time
equivalents (FTE) from fiscal year 2012 to 2010, falling below 3,000 FTE for
the first time since 1935 due to extremely limited hiring in the face of ongoing
attrition. A sequester at the proposed level of 5.3 percent would require that
we reduce planned hiring by approximately sixty percent, further eroding our
staffing level to a nearly historic low of 2,875 FTE—a reduction of 472 FTE, or
more than 14 percent over the last 3 years. It is imperative that we rebuild
our staff capacity to a level that will enable us to optimize the benefits we
yield for the Congress and the nation going forward.

SPACE OPTIMIZATION. You state that you closed your technical library in
fiscal year 2012. You then leased that space to the Department of Justice.
How much space did you lease to DOJ? What is your estimated rental income
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from this lease agreement? Are there other areas that you are considering
leasing? If so, what are they?

Response. The closure of the technical library in fiscal year 2012 allowed
GADO to better optimize the space in the GAO headquarters building and make
space available for a new tenant. GAO signed a interagency agreement for a
10-year term with the U.S. Department of Justice Executive Offices of U.S.
Trustees to provide 47,971 square feet of space in the GAO headquarters
building. Justice began occupying the space in January 2013. Our fiscal year
2014 budget submission reflects additional rental income of about $1.6
million in fiscal year 2013 and almost $2.1 million in fiscal year 2014.

GAO has not identified any other areas at this time that it is actively
considering for lease. GAO will continue to look for opportunities to lease
space within the building as appropriate.

ENHANCED TELEWORK/WORKSPACE-SHARING REDUCES
INFRASTRUCTURE COSTS. In fiscal year 2012 you implemented an
enhanced telework pilot, including workspace sharing and hoteling
components. You provided affected staff a suite of tools for use at their
alternate worksite. What was the “suite of tools”? How much did that cost?
Was that cost offset by the savings?

Response. In FY 2012, GAQ implemented an enhanced telework pilot
program commencing in our Boston and San Francisco field offices to (1)
allow the agency to reduce infrastructure costs and (2) enhance flexibility for
employees by allowing them to spend more of their time working from home
or an alternate worksite. In addition, as a key principle underlying both
objectives, we sought to “do no harm”—maintain our historical levels of
quality, productivity, and efficiency. The pilot used workspace sharing
(sharing a dedicated workspace with another employee, alternating the days
each is respectively in the office) and hoteling (using a reservation system to
reserve workspace for a specified period of time) to reduce the need for office
space.

Employees who opted to telework 50 percent or more could elect to receive a
suite of tools for use at their alternate worksite to help ensure their efficiency
and effectiveness. These tools included use of their GAO laptop; employee’s
current monitor configuration (one large or two small); docking station;
keyboard; mouse; locking cables for monitor and laptop; office chair; lockable
storage cabinet; and office supplies. Staff were also provided a voice over
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internet protocol (VoIP) application, One-X, and headset which allows staff to
manage all calls made to their GAO office phone using their GAO-issued laptop
and a headset. Staff can avoid using personal land lines or cell phones for
GAO-related calls. One key advantage is that all calls they make from One-X
will show up in the recipient’s caller ID as coming from a GAO headquarters
phone number. In addition, staff could receive WebEx desktop video-
conferencing capabilities which allows staff to connect with others - including
individuals outside of GAO - using a webcam. Staff may also share their
desktop, which allows them to view (and edit, if necessary) a “live” document
even though they are not working in the same location. Most of this
equipment is largely being supplied out of existing stock.

GAO has had a longstanding policy and practice of providing alternatives for
remotely accessing the GAO network from a variety of devices via the internet.
When GAO made a firm commitment to encouraging enhanced telework for
employees, we developed and implemented technical enhancements that
would optimize the remote access experience. For example, GAO procured
and installed new servers in each field office to host the remote access
solution (using Juniper and Citrix technologies) that provide faster, more
reliable service to individual users. In addition, GAO acquired a new, more
robust network monitoring tool to identify user-reported performance issues.

To support efficient utilization of the remaining workspaces, GAO procured
and implemented a hosted software tool that allows staff to reserve
workspaces for those times when they will be in the office. This software,
called Agilquest, permits users to access a remote portal to review available
space, including the characteristics of that space, and to reserve the space for
the hours needed. To ensure that the space is being efficiently utilized, users
are asked to “check in” at a kiosk once they arrive at the office. If the user
does not check in within a specified timeframe, the space is released for use by
others. GAO uses the data generated by the system to prepare reports for
analysis of space utilization.

GAO costs to provide these tools were about $121,000 in fiscal year 2012 and
$290,000 in fiscal year 2013. As a result of reducing our physical footprint by
nearly half in both the Boston and San Francisco offices, we will fulfill our first
objective by achieving a FY 2013 savings of $1.2 million in lease and security
costs. In addition, we have realized cost savings through a 9.2 percent and
12.9 percent reduction in transit benefits in San Francisco and Boston,
respectively, and anticipate a 7 percent reduction in transit benefits in both
the Seattle and Los Angeles offices in FY 2013, where pilots began in January
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2013. These savings were used to offset inflationary and other cost increases
in our fiscal year 2014 budget request.

Question. You plan to expand this capability to additional field offices. Which
offices do you plan to roll this out to? What are your estimated potential
savings?

Response. GAO plans to establish enhanced telework options for staff in all
field offices over time. GAO is currently piloting expanded telework in Los
Angeles and Seattle. GAO expects to optimize and reduce space in these
offices by September 2013 with potential annual rental savings of about
$500,000. GAO will next roll out enhanced telework in the Atlanta, Dallas, and
Denver field offices. Once the potential space for consolidation is determined
in these offices, an estimate of potential savings will be developed.
Discussions with staff in Chicago, Dayton, Huntsville, and Norfolk will likely
begin in the spring of 2013 as well, with the rollout expected in early summer.

FILLING FEES WILL FUND ELECTRONIC BID PROTEST SYSTEM. You are
requesting authority to charge and collect fees for filing protests and utilize
those funds to develop, maintain, and operate an electronic system.

This system will shift the cost from the taxpayers to the companies that
directly benefit. What is the cost of development? What are your estimates of
ongoing maintenance? What is your estimate of the filing charge? Will the
total cost to the GAO for bid protest be covered by the fee?

Response. We estimate the cost of implementing, maintaining and operating
an electronic filing system through a service contract to be approximately
$450,000 per year. We propose that the cost of the system be borne by the
companies who file protests. We are considering two fee options. The first is
an up-front fixed filing fee of $240 to be paid by protesters when they file a
protest. This fee is similar to, but less than, the $350 filing fee paid by
contractors filing protests at the United States Court of Federal Claims. The
second option is a hybrid fee consisting of an up-front fixed filing fee ranging
from $70 to $155, with an additional per document fee of between $10 and
$20 to be paid by contractors as they file documents in a given protest. These
fees would be used solely to cover the contract costs of the electronic filing
system and would not cover any of GAO’s other protest related costs.

For more than 80 years, GAO, through its Procurement Law function (PL)
within the Office of General Counsel (0GC), has provided an objective,
independent, and impartial quasi-judicial forum for the resolution of disputes
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concerning the awards of federal contracts.» By law, GAO is required to
resolve all protests within 100 calendar days from the date the protest is filed.
GAO has never missed this 100-day deadline.

In FY 2012, GAO received 2,475 bid protest filings, which reflect a steady and
significant increase from the 1,652 protests filed in FY 2006. Each bid protest
includes not only the initial filing, but also numerous additional submissions,
such as dismissal requests, agency reports, protester’s comments and
supplemental protests. The vast majority of filings are transmitted via email
to GAO’s protest email box (protests@gao.gov). In FY 2012, GAO received
more than 16,000 protest-related email messages, many of which contained
time-sensitive material critical to the effective resolution of the protest within
the 100-day statutory period. The volume of protest related email far exceeds
any other incoming email correspondence received by GAO. Because GAO's
email system was not designed to handle this volume of email traffic, GAO is
struggling with significant protest related email maintenance and storage
problems. -

All bid protest related email correspondence must be manually reviewed and
sorted by PL’s administrative staff. This is a highly resource intensive
administrative function that is outstripping available resources. With the
increasing volume of bid protest correspondence, mistakes can occur, each of
which has the potential to delay and disrupt the protest process, with
significant adverse consequences for GAO and the parties.

GAO needs an electronic filing system to alleviate the stress on GAO’s email
infrastructure, make better use of GAQ’s resources, and minimize the potential
for disruption of the protest process. An electronic filing system will also
provide a useful service to the parties during the course of a protest since they
would be able to instantaneously access all documents filed in a particular
protest through a readily accessible web-based portal. The electronic system
would provide for automatic and immediate notification to agencies that a
protest has been filed at GAO. In addition, implementation of an electronic
filing system would address GAO’s records management issues by allowing for
the automated creation of a stand-alone electronic record at the conclusion of
each bid protest. An electronic filing system will position GAO to meet all of

' In 1984, Congress formally codified GAO’s bid protest function with the
passage of the Competition in Contracting Act (CICA). Pursuant to CICA’s
mandate, GAO serves as an independent forum, providing for the inexpensive
and expeditious resolution of protests.
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its statutory mandates related to the resolution of disputes concerning the
award of federal contracts, ensure the rights of protesters, provide for an
enhanced protest process for all parties, and allow for the efficient operation
of the protest process by GAO staff.

At this point, GAQ expects to obtain an electronic filing system through the
award of a service contract. Based on initial market research, GAO estimates
that the annual costs to implement, operate, and maintain an electronic filing
system will be approximately $450,000 and that most of these costs will recur
on an annual basis (essentially the same each year).z

¢ Itis important to understand that the information GAO has regarding
acquisition costs are best estimates based on information solicited from
potential vendors through a request for information (RFI).
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QUESTIONS FOR THE RECORD
The Honorable C. W. Bill Young

Question. In testimony to this subcommittee from the GPO, the GAO, the CBO,
and the Library of Congress, each division indicates a need for IT repairs and
upgrades. Is there any attempt to see if there are overlapping requirements
for IT upgrades within the different divisions funded by Legislative Branch
Appropriations in an effort to achieve potential cost savings?

Response. Together with the House and Senate and other Legislative Branch
(LB) agencies, GAO participates on the Legislative Branch CIO Council. In this
forum, CIOs from the respective agencies meet quarterly and exchange
information of mutual interest and identify opportunities for joint initiatives.
Some examples of joint initiatives coordinated by the council include: an
upgrade to CAPNET (the dedicated data communications network that
interconnects all LB agencies), recompetition of the interagency long distance
telephone services contract, and chartering an interagency Mobile Working
Group to assess WiFi infrastructure and mobile capabilities on Capitol Hill.
GAO also collaborates with LB agencies on use of the Alternate Computer
Facility (ACF), and on a data center cost benefit analysis.

GAO has also used other LB agencies contract vehicles to acquire upgrades to
our IT infrastructure. For example, GAO used a US Senate contract to acquire
storage area network technology and a Library of Congress contract to
acquire a strategic IT planning tool. In the past, GAO has used other US Senate
contracts to acquire wide area network services, purchase and maintain
network equipment and laptop computers.

Question. What is the exact number of FTEs who will be eligible for
retirement at the end of FY13? When these FTEs retire, do you anticipate
reductions in your costs per FTE salary, and as a result your appropriation
request, for future years as you hire newer, less experiences FTEs or do you
plan to maintain your request in order to accommodate a greater number of
FTEs?

Response. We currently project that 459 staff will be eligible for retirement
by the end of FY 13. Retirement eligibility is one factor we use in our attrition
model for estimating fiscal year losses. Other factors include prior year trends
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in staff losses from transfers to other federal organizations, resignations from
federal service, and timing on when staff leave throughout the fiscal year.

Our FY 14 budget submission assumes that we will lose 200 staff or the
equivalent of 108 FTEs. We plan to hire 305 staff, equivalent to 123 FTEs,
primarily at entry-level salary rates which are lower than the average salary
rate of departing staff. Qur plan also includes filling positions in more senior
and specialized areas to address succession planning requirements and
critical skill gaps. We use a strategic workforce planning process to annually
assess our critical FTE staffing requirements factoring in attrition, hires,
promotions, succession planning needs, skill gaps, and interns.

Our fiscal year 2014 budget request uses the savings from hiring entry level
staff to replace more senior staff departures to help rebuild our staff capacity.
Our request also assumes that we receive funding in fiscal year 2013 at the
annualized CR level. For the first time since 1935, our staffing level has
dropped below 3,000 due to extremely limited hiring in the face of ongoing
attrition. This reduced staff capacity significantly hinders our ability to
support the Congress in a timely manner.

Question. What is the average salary of an entry-level FTE vs. an experienced
analyst?

Response. The average salary and benefits cost of a newly hired entry-level
analyst is about $96,000 compared to $127,000 for our more experienced
analyst (GS 13 equivalent). The average salary and benefits cost varies by
GAO location due to differing locality rates. However, the majority of our
analyst staff are in our headquarters office in Washington, D.C., which has a
higher locality rate than most of our field locations.



TUESDAY, FEBRUARY 26, 2013.

U.S. GOVERNMENT PRINTING OFFICE
WITNESS
DAVITA VANCE-COOKS, ACTING PUBLIC PRINTER

Mr. ALEXANDER. Next we will hear from the Government Print-
ing Office. Good morning. How are you? Nice to see you.

Ms. VANCE-COOKS. Good morning, Mr. Chairman.

Mr. ALEXANDER. So you will be sitting alone at the table?

Ms. VANCE-COOKS. I am going to bring some people up.

Mary Alice?

Mary Alice Baish is the Superintendent of Documents.

Mr. ALEXANDER. This is the testimony of the Government Print-
ing Office of the request by you as $128.5 million for fiscal year
2014, an increase of $1.5 million or 1 percent above the current CR.
As we mentioned earlier, the fiscal uncertainty is very difficult to
predict what the outcome is going to be. So we are going to be talk-
ing to you about that. We look forward to hearing from you.

Ms. Wasserman Schultz, do you have an opening statement?

Ms. WASSERMAN SCHULTZ. I do. Thank you, Mr. Chairman. I join
the chairman in welcoming the Acting Public Printer, Ms. Davita
Vance-Cooks, as well as Ms. Baish in a new role. Maybe you have
been here for a while, but a new role since I was last here. Nice
to see you again, too. Ms. Vance-Cooks and I had a chance to meet
this week and she gave me an overview of her tenure at GPO.

The major issues with GPO really are well covered by the Na-
tional Academy of Public Administration report entitled Rebooting
the Government Printing Office: Keeping America Informed in the
Digital Age. So this subcommittee mandated NAPA to conduct this
review and the NAPA panel concluded that GPO’s core mission re-
mains valid but that the agency and rest of the Federal Govern-
ment will need to continue to reboot for the digital age.

I am glad to see that NAPA recognizes the unique role GPO has
in disseminating information to the public. We have too many
members who use GPO as a political football, as an opportunity to
shine the light on government waste, simply because your name
has the word “printing” in it. If they took time to learn more about
the agency they would know what I know and what NAPA found,
that GPO has a critical role for disseminating, authenticating and
preserving government information. It really is an accountability
agency.

As GPO has repeated time and again, two-thirds of GPQO’s print
costs for congressional work goes towards content development
with the remaining one-third going towards actual printing. And I
think that is something that gets lost in our debate over GPO’s
budget.

(51)
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I agree with NAPA that GPO needs to modernize its business
model and shift its focus to disseminating and preserving content
on line. And I know Ms. Vance-Cooks does as well, which means
changing the current staffing model. And I look forward to a dis-
cussion with the Acting Printer about how she plans to steer the
agency into a modern era.

And as with every agency that will appear before the panel, I
want to hear how your agency will implement sequester cuts if
they go into effect on March 1st.

Thank you, Mr. Chairman, and Ms. Vance-Cooks, I look forward
to your testimony.

Mr. ALEXANDER. Ms. Vance-Cooks, if would you introduce your
staff members.

Ms. VANCE-COOKS. Yes.

Mr. ALEXANDER. And then present your testimony, thank you.

Ms. VANCE-COOKS. Certainly. Mary Alice Biash, Superintendent
of 1Dgcuments. In back of me, would you please stand and give your
title?

Mr. Davis. Rie Davis, Chief Technology Officer.

Mr. GREEN. Lyle Green, I am the Managing Director of Official
Journals of Government.

Mr. SHERMAN. Andy Sherman, Chief Communications Officer.

Mr. SHEDD. Steve Shedd, Chief Financial Officer.

Mr. Guy. Bill Guy, Budget Officer.

Mr. SOMERSET. Gary Somerset, Public Relations Manager.

Ms. Wodsrowicz. Emma Wojtowicz, Public Relations Specialist.

Ms. JOHNSON. And I am Yalanda Johnson, Congressional Rela-
tions Specialist.

Mr. BisHOP. May I make a short opening statement?

Mr. ALEXANDER. Sure.

Mr. BisHOP. I just wanted to of course welcome all of you back.
I wanted to praise Ms. Vance-Cooks for the outstanding job she has
done over the last year in doing more with less. I understand that
GPO ended fiscal year 2012 with a positive net income, which is
remarkable considering the fact that all of the agencies are cutting
their printing costs. So I just want to congratulate you on your ef-
forts to reconfigure the mission for the digital age and to slash your
overhead.

Mr. ALEXANDER. Anybody else have an opening statement? Ms.
Vance-Cooks.

OPENING STATEMENT—ACTING PUBLIC PRINTER

Ms. VANCE-COOKS. Thank you for the kind remarks. I appreciate
it very much.

Chairman Alexander, Ranking Member Wasserman Schultz, and
Members of the Subcommittee, good morning, and thank you for
the invitation to make a few remarks about the Government Print-
ing Office. In the interest of time, as you have asked, I will briefly
summarize my prepared statement, which has been submitted for
the record.

The GPO, as you know, produces, procures, catalogs, indexes, au-
thenticates, disseminates and preserves the official information
products for all three branches of the Federal Government. This
year, however, we have taken it one step further. We have re-
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branded the GPO as official, digital and secure. This rebranding
you will see is evident in our marketing collateral, in our social
media, and in our strategic plan.

We are official because the Government information that we
produce is authentic and it has not been altered since origination.
We are digital because we are transitioning to a digital information
platform. We offer digital products, we use digital equipment, and
we integrate digital processes into our workflow. We are secure be-
cause we have expertise in producing the latest, state-of-the-art se-
cure precision functionalities in our e-Passports and in our “smart
card” credentials.

We were once primarily a printing operation. We are now small-
er, we are leaner. We are more agile and we are in fact a pub-
lishing operation. And I am here today to tell you that I believe
that the name of this agency should actually be changed to the
Government Publishing Office because we are much more than
printing ink on paper. We carry out our mission of keeping Amer-
ica informed by using an expanded range of digital as well as con-
ventional formats, and this is because we are transforming our-
selves from a print-centric to a content-centric operation.

The transition of GPO to a digital information platform is evi-
dent in just so many ways. Our Web site, the Federal Digital Sys-
tem, or FDsys as it is called, has 800,000 Federal titles available
free of charge to the public. We see more than 37 million docu-
ments downloaded each month. This is the only system of its kind
in operation today.

We provide mobile apps of congressional as well as agency infor-
mation. We make House bills available in XML bold data format.
We offer Government documents for sale as e-books. We create and
host Web sites. We produce e-Passports for the State Department,
which contain computer chips for biometric data. We offer secure
credentials to both congressional and Federal agency offices as
smart cards containing the latest in digital security measures. And
we are constantly looking for future opportunities. We are pursuing
variable printing, we are pursuing print-on-demand. We even have
a small 3-D printer because we are trying to figure out whether
or not there is space for us in the 3—D printing market.

Over the past generation our transition from printing to digital
operations has saved Congress, Federal agencies, and the tax-
payers hundreds of millions of dollars while at the same time expo-
nentially expanding public access to government information. This
is the path that we are on, this is the path that we will continue
to follow.

The GPO’s path towards a digital transformation has been vali-
dated by the National Academy of Public Administration. In their
recent report titled “Rebooting the Government Printing Office”, we
are pleased to see they in fact affirm that GPO’s core mission of
authenticating, preserving, and distributing Federal information
remains critically important to the American democracy in the dig-
ital age. We believe the report offers a number of thoughtful useful
recommendations to strengthen our business model for the future,
and we are taking these recommendations very seriously and we
have begun to work on them.
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We also look forward to working on our budget request for fiscal
year 2014, which will be submitted later this week. We proposed
if you will recall a flat budget in fiscal year 2013 and we received
one through the continuing resolution. For fiscal year 2014, we are
proposing a modest 1.2 percent increase over the continuing resolu-
tion. Our request will include a significant shift in funds away from
congressional printing and binding towards our revolving fund, pri-
marily for investment in new technology to support our ongoing
transformation to a digital platform.

But unfortunately, the momentum that we have seen in terms of
moving towards a digital platform will probably be impaired by the
sequester. This means that the momentum in terms of our support
of Congress moving towards a digital platform will be impaired. We
have been preparing for sequestration for quite a while. It appears
to be a very real possibility. And I am prepared to discuss in detail
how GPO will manage itself during the sequestration, but like ev-
eryone else, we hope that the Government’s funding issues will be
resolved very, very soon.

Chairman Alexander, Ranking Member Wasserman Schultz, and
Members of the Subcommittee, this concludes my opening remarks
1e’llnd I would be pleased to answer any questions that you might

ave.

[The statement of Ms. Vance-Cooks follows:]
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Chairman Alexander, Ranking Member Wasserman Schultz, and Members of the
Subcommittee on Legislative Branch Appropriations, it is an honor to be here today to
discuss the Government Printing Office and fiscal year 2014, including the results of the
recently-released study of the National Academy of Public Administration and our plans to
deal with the impending sequester. As background to these issues, my prepared statement
also provides an overview of the functions and operations of the Government Printing Office.

Government Printing Office

. ~ resource for
sseminating, and preserving

The Government Printing Office (GPO) is the TF
producing, procuring, cataloging, indexing, authenticating, d
the official information products of the Federal Government.

Under Title 44 of the U.S. Code, GPO is responsible for the production and distribution
of information products for all three branches of the Government, including the official
publications of Congress and the White House, . passports for the Department of State,
and the official publications of other Federal agencies and the courts. Once primarily

a printing operation, we are now a publishing operation and we now carty out our
mission using an expanding range of digital as well as conventional formats. Total GPO
employment today is about 1,900.

Along with sales of publications in digital and tangible formats to the public, GPO supports
opeaness and transparency in Government by providing permanent public access to
Federal Govermment information at no charge through our Federal Digital System (FDsys,
at www.fdsys.gov), which today makes more than 800,000 Federal titles available online
from both GPO'’s servers and links to servers in other agencies, and sees more than 37
million documents downloaded every month. We also provide public access to Government
information through partnerships with approximately 1,200 libraries nationwide '
participating in the Federal Depaository Library Program.

In addition to GPO's Web site, www.gpo.goy, we communicate with the public routinely
via Twitter twittercom/USGPO, YouTube http://www.youtube.com/user/gpoprinter,
Facebook http://www.facebook.com/USGPO, and most recently Pinterest http://
pinterest.com/usgpo/.

GPO first opened its doors for business on March 4, 1861, the same day
Abraham Lincoln was inaugurated as the 16th President. Qur mission can be traced

o the requirement in Article I, section 5 of the Constitution that “each House shall

keep a journal of its proceedings and from time to time publish the same.” We have
produced and distributed the official version of every great American state paper—and
an uncounted number of other Government publications—since Lincoln’s time, including
the Emancipation Proclamation, the legislative publications and acts of Congress, Social
Security cards, Medicare and Medicaid information, census forms, tax forms, citizenship
forms, military histories ranging from the Qfficial Records of the War of the Rebellion to
the latest accounts of our forces in Afghanistan, the 9/11 Commission Report, Presidential
inaugural addresses, and Supreme Court opinions.
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Technology Transformation GPO has continually transformed itself throughout its
history by adapting to changing technologies. In the ink-on-paper era, this meant moving
from hand-set to machine typesetting, from slower to high-speed presses, and from hand
to automated bookbinding. These changes were significant for their time. Yet they pale

by comparison with the transformation that accompanied our incorporation of electronic
information technologies, which began 50 years ago in 1962 when the Joint Committee
on Printing directed the agency to develop a new system of computer-based composition.
That order led to the development of GPO’s first electronic photocomposition system,
which by the early 1980's had completely supplanted machine-based hot metal typesetting.
Following the enactment of the GPO Electronic Information Access Enhancement Act

in 1993, the databases generated by our composition system were uploaded to the
Internet via GPO's first Web site, GPQ Access, vastly expanding the agency’s information
dissemination capabilities. Those functions continue today with FDsys on a more complex
and comprehensive scale.

As a result of these sweeping technology changes, GPO is now fundamentally different from
what it was as recently as a generation ago. We are smaller, leaner, and equipped with digital
production capabilities that are the bedrock of the information systems relied upon daily by
Congress, Federal agencies, and the public to ensure open and transparent Government in
the digital era. Our technology transformation is continuing with the development of new
ways of delivering Government information, including apps and bulk data download files.

GPO and Congress

For the Clerk of the House, the Secretary of the Senate, and the committees of the House
and the Senate, GPO produces the documents and publications required by the legislative
and oversight processes of Congress, This includes, but is not restricted to the daily
Congressional Record, bills, reports, legislative calendars, hearings, committee prints,

and documents, as well as stationery, franked envelopes, memorials and condolence
books, programs and invitations, phone books, and the other products needed to conduct
business of Congress. We also detail expert staff to support the information product
requirements of House and Senate committees and congressional offices such as the House
and Senate Offices of Legislative Counsel.

Today the activities associated with creating congressional information databases
comprise the vast majority of the work funded by our annual Congressional Printing

and Binding Appropriation. In addition to using these databases to produce printed
products as required by Congress, GPO uploads them to the Internet via FDsys, and

they are the source of the apps we build for congressional information. Our advanced
digital authentication system, supported by public key infrastructure (PKI), is an essential
component for assuring the digital security of congressional documents.

GPO’s congressional information systems also form the building blocks of other
information systems supporting Congress. Our congressional information databases are
provided directly to the Library of Congress (LOC) to support its THOMAS system—and
the new Congress.gov system—as well as the legislative information systems the Library
makes available to House and Senate offices. We are also collaborating with the Library
on the digitization of previously printed documents, such as the Congressional Record, to
make them more broadly available to Congress and the public; the development of a new
process for updating the digital edition of the Constitution Annotated; and expanding the
availability of House bill data in XML bulk data format.
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PO Culs the Cost of Congressional Work  The use of electronic information
technologies by GPO has been a principal contributor to lowering the cost, in real
economic terms, of congressional information products. In FY 1980—as we began
replacing hot metal typesetting with electronic photocomposition—the appropriation for
our Congressional Printing and Binding Appropriation was $91.6 million, the equivalent

in today’s dollars of $255.9 million, By comparison, our approved funding for FY 2013
under the current continuing resolution is $91.3 million, a reduction of nearly fwo-thirds in
constant dollar terms.

Productivity increases resulting from technology have enabled us to make substantial
reductions in staffing requirements while continuing to improve services for Congress. In
1980, GPO employment was approximately 6,450. Today, we have approximately 1,900
employees on board, representing a 31-year reduction of 4,550, or more than 70%. This is
the smallest GPO workforce of any time in the past century.

Highlights of FY 2012 Congressional Work  In 2012, we introduced our first app, the
Mobile Member Guide, which provided the public with quick, easy access to information on
Members of the 112th Congress. We also collaborated with LOC for the creation of an iPad
app for the daily Congressional Record. Late in the year, we made United States Policy and
Supporting Positions, or the Plum Book as it is popularly known, available for the first time
as an app.

At the direction of the House Appropriations Committee, and in support of the task force
on bulk data established by House report 112-511, we have begun making House bills
available in XML bulk data format, beginning with the 113th Congress. Making information
available in this format permits data to be reused and repurposed not only for print output
but for conversion into ebooks, apps, and other forms of content delivery, including data
mashups and other analytical tools by third party providers, which contribute to openness
and transparency in Government. For users for whom access to the authenticated versions
of congressional and other Government publications is critically important, we make
available digitally-signed files in PDF format that match the printed document. We are
currently working with LOC to make additional information available in XML bulk data
format.

About a year ago we started work on the requirements for the 2013 Presidential
inauguration, under the direction of the Joint Congressional Committee on Inaugural
Ceremonies. We designed and produced approximately 80 different products for the event,
including invitations, tickets, signs, pins, and other items that supported the organization and
conduct of the inaugural ceremonies. We also produced secure credentials for the event.

GO and Federal Agencies

Federal agencies are major generators of information content, and GPO produces their
information products for official use and public access. Federal agencies and the public
also rely on a growing variety of secure credentials produced by GPO, including travelers
holding U.S. passports, frequent U.S. border crossers, Medicare beneficiaries in Puerto Rico,
and other users. Our digital systems support key Federal agency publications, including the
annual Budget of the U.S. Government and the Federal Register and associated products. As
it does for congressional documents, our digital authentication system, supported by public
key infrastructure (PKD), assures the digital security of agency documents.
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Highilghts of FY 2012 Agency Qperations  In 2012 we made the Budget of the U.S.
Government available for the first time as a mobile app. The app had more than 53,000
visits in the first 24 hours. For this work, we received a Digital Government Achievement
Award from the Center for Digital Government, which recognizes outstanding web sites
and applications developed by Federal, state, and local Government agencies. With the
Office of the Federal Register, we also developed an app for the Public Papers of the
President. This app has search capabilities allowing users to access content about the
President by searching by date, category, and subject, as well as a geolocation feature
providing users with access to the most recent content near their location.

A major document that GPO produces is the U.S. passport for the Department of State,
which we have been responsible for since 1926. At one time no more than a conventionally
printed document, the U.S. passport since 2005 has incorporated a digital chip and
antenna array capable of carrying biometric identification data. With other security printing
features, this document—which we produce in Washington, DC, as well as a remote facility
in Mississippi—~is now the most secure identification credential obtainable. We also now
offer a line of secure identification smart cards to support the credentialing requirements
of Federal agencies. Our secure credential unit has been certified as the only government-
to-government provider of credentials meeting the requirements of Homeland Security
Presidential Directive 12 (HSPD-12).

In 2012, we passed the milestone of producing the 75 millionth electronic passport.

We also received direction from the Department of State to proceed with the necessary
investment in equipment and infrastructure to begin producing the next generation
passport in 2015. During the year, we were approved by the Joint Committee on Printing
to expand our card production operations to our facility in Mississippi. This new capability
will be brought online in 2013.

Partnarship with Industry  Other than congressional and inherently governmental
work such as the Federal Register, the Budget, and secure and intelligent documents, we
produce virtually all other Federal agency information product requirements via contracts
in partnership with the private sector printing and information product industry. This work
currently amounts to nearly $350 million annually. Approximately 16,000 individual firms
are registered to do business with GPQ, the vast majority of whom are small businesses
averaging 20 employees per firm. Contracts are awarded on a purely competitive basis;
there are no set-asides or preferences in contracting other than what is specified in law
and regulation, including a requirement for Buy American. This partnership provides great
economic opportunity for the private sector.

GPRO and Open, Transparent Government

Producing and distributing the official publications and information products of the
Government fulfilis an informing role originally envisioned by the Founders, as James
Madison once said:

A popular Government without popular information, or the means of acquiring
it, is but a Prologue to a Farce or a Tragedy, or perhaps both. Knowledge will
forever govern ignorance, and a people who mean to be their own Govemnors,
must arm themselves with the power which knowledge gives.
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GPO operates a variety of programs that provide the public with “the means of acquiring”
Government information that Madison spoke of.

Federal Depository Library Program  GPO administers the Federal Depository
Library Program, whose legislative antecedents date back 200 years to 1813. Across those
years, depository libraries have served as critical links between “We the People” and the
information made available by Federal Government. GPO provides the libraries with
information products in digital and, in some cases, tangible formats, and the libraries in
turn make these available to the public at no charge while providing additional help and
assistance to depository library users. The program today serves millions of Americans
through a network of approximately 1,200 public, academic, law, and other libraries
located across the Nation, averaging nearly 3 per congressional district. Once primarily
involving the distribution of printed and microfiche products, the FDLP today is primarily
digital, supported by FDsys and other digital resources.

A major FDLP effort during the year was the State Forecasting Project, a collaborative
research project between GPO and depository libraries, which surveyed all depository
libraries to assess the current conditions of the program. Primary issues identified in the
survey included budget constraints, use of physical space, staffing, and collection scope
changes. GPO received responses from 775 depository libraries in 38 states. Results from
this initiative will serve as a blueprint for developing a new national plan for the future of
the FDLP.

Federal Digital System  FDsys provides the majority of congressional and Federal
agency content to the FDLP as well as other online users. This system has reduced the cost
of providing public access to Government information significantly when compared with
print, while expanding public access dramatically through the Internet. Public utilization
of FDsys has grown to more than 400 million document retrievals by the end of FY 2012.
Currently, the system provides access to nearly 800,000 individual titles from all three
branches of the Government, the only system of its kind in operation today.

GPO is continually adding collections to FDsys to provide increased public access to
Government information. In 2012, we had the opportunity to make audio content available
for the first time on FDsys. The National Archives and Records Administration (NARA)
asked us to host the audio tape recordings of communications between the White House
and Air Force One following the assassination of President John F. Kennedy. As a result of
hosting the audio recordings, there were a record number of visits to FDsys over a five-day
period,

Publication and information Sales Program  Along with the FDLP and FDsys, which
are no-fee public access programs, we provide public access to official Federal information
through e-commerce public sales featuring secure ordering through an online bookstore,

a bookstore at GPO headquarters in Washington, DC, and partnerships with the private
sector to offer Federal publications as ebooks. Our presence in the ebook market continues
to grow. We entered into two important agreements in 2012 with Barnes & Noble and
Apple to make popular Government titles such as the Public Papers of the President-Barack
Obama, the Financial Crisis Inquiry Report, and Ponzimonium: How Scam Artists are
Ripping Off America available as ebooks. We now have agreements with Apple, Google’s
eBookstore, Barnes & Noble, OverDrive, Ingram, Zinio, and other online vendors to sell
Federal ebooks and magazines.
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Reimbursable Distribution Program  We operate distribution programs for the
information praducts of other Federal agencies on a reimbursable basis, including
General Services Administration (GSA) Consumer Information Center publications, from
warehouses in Pueblo, CO, and Laurel, MD.

GPO and Social Media  We use Facebook, Twitter, YouTube, and a book blog to

share information about GPO news and events, and to promote specific publications and
products. By the end of 2012, we had 2,000 likes on Facebook, 4,300 followers on Twitter,
and 64,000 views across nearly 50 videos on YouTube. Our book blog, Government Book
Talk, focuses on increasing the awareness of new and classic Federal publications through
reviews and discussions. Recently, we started up a presence on Pinterest.

GPO's Finances

Revolving Fund,  All GPO activities are financed through a business-like Revolving Fund.
The fund is used to pay all of our costs in performing congressional and agency printing,
printing procurement, and distribution activities. It is reimbursed from payments from
customer agencies, sales to the public, and transfers from our two annual appropriations,
the Congressional Printing and Binding Appropriation and the Salaries and Expenses
Appropriation of the Superintendent of Documents. Our appropriations constitute
approximately 16% of our annual revenues. All other revenues are earned from the
production of goods and services for customer agencies.

Appropriated Funds.  Our Congressional Printing and Binding Appropriation is used to
reimburse the Revolving Fund for costs incurred in performing congressional work. Our
Salaries and Expenses Appropriation of the Superintendent of Documents is used to pay
for costs associated with depository library distribution, cataloging and indexing, statutory
distribution, and international exchange distribution. The reimbursements from these
appropriations are included in GPO’s total revenue. Occasionally, we also receive direct
appropriations to the Revolving Fund for specific purposes, including investment in digital
technology development and repairs to our buildings.

FY 2012 Financial Resuits. For FY 2012, total revenue totaled $713.8 million, and

total operating expenses were $708.6 million, excluding Other Operating Expense. Other
Operating Expense was a $2.4 million adjustment to increase our long-term workers’
compensation liability as established by the Department of Labor. As a result, we realized
net income of $5.2 million for the year before Other Operating Expense, and net income
of $2.9 million after. Our financial statements are audited annually by an independent third
party contracted for by our Office of the Inspector General, and we routinely receive an
unqualified, or “clean,” opinion.

FY 2013 Appropriations  For FY 2013, we requested a total of $126.2 million that would
enable us to meet projected requirements for congressional printing and binding, operate
GPO’s statutory information dissemination programs, and provide investment funds to
continue the development of FDsys and provide for necessary facilities repairs. Our request
represented no increase over the level of funding provided for FY 2012. Under that cap,
however, we proposed decreasing the funding for congressional printing and binding while
increasing it for expanded investments in digital technology and other improvements. The
continuing resolution froze our funding at the FY 2012 level plus .612% but did not change
the distribution of funds among our accounts.
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FY 2014 Budget Request We are currently finalizing our appropriations request for

FY 2014 for submission to the House and Senate Committees on Appropriations by March
1. At this time, we are planning a request of $128.5 million. A request at this level would
represent an increase of $1.5 million, or 1.2%, over the funding provided for FY 2013 in the
continuing resolution. Significantly, this amount would include a decrease of $11.5 million
in Congressional Printing and Binding and an increase of $12.4 million in investments in
continued growth for our digital systems, transitioning our binding line to a digital system,
and necessary IT and infrastructure repairs.

National Academy Of Public Administration Study

As directed by Congress in the conference report accompanying the Legislative Branch
Appropriations Act for FY 2012 (P.L. 112-74), the National Academy of Public Administration
conducted a study on “updating a review of GPO’s operations and additional cost saving
opportunities beyond what GPO has already instituted, if any.” The Academy reported its
findings to the Committees on Appropriations of the House of Representatives and the
Senate and has released its report titled, Rebooting the Government Printing Office: Keeping
American Informed in the Digital Age. We are pleased to see the report affirms that “GPO’s
core mission of authenticating, preserving, and distributing Federal information remains
critically important to American democracy” in the digital age, and we think the report
offers a number of thoughtful, useful recommendations to strengthen our business model
for the future.

Overseen by 2 panel of distinguished Academy fellows and conducted by a team of
Academy professionals, the 10-month study involved extensive data analysis and review
supplemented by interviews with GPO management, employees, and labor representatives
as well as stakeholders from the congressional, Federal agency, library, and printing
communities. The resulting report contains 27 findings and 15 recommendations.

The focus of the Academy’s teport is the need for GPO—and the rest of the Federal
Government—to continue “rebooting” for the digital age. While pointing out that “GPO’s
leaders have made considerable progress in transforming the agency into an efficient,
future-oriented organization,” and that the agency has “expanded products and services
for the digital age and made difficult decisions to ensure that revenues are in line with
expenditures,” the report makes recommendations designed to help position GPO and the
Federal Government to continue meeting the challenges of an increasingly digital world.

The Academy’s report calls for GPO to “serve as a critical player in the collaborative
development of a government-wide strategy” for managing the lifecycle of Government
information. To strengthen GPO for the future, it recommends that we continue offering an
expanded set of services for the digital age, preserve the viability of the Federal depository
library program, retain the production of executive branch printing, improve strategic and
staffing planning, further consolidate operations, automate more agency functions, and
related measures. The report also recommends exploring alternate funding models for digital
products and services, expanding the sales of publications into new markets, consideration by
Congress of allowing GPO to respond to state and local government requests for smart cards,
and increasing our program of leasing underutilized GPO building space.
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The report’s recommendations have been assigned to the responsible GPO business units
for the development of plans for carrying them out. We are committed to our mission

of Keeping America Informed and will continue to transform to meet the changing
information needs of Congress, Federal agencies, and the public, Earlier this month, I sent
a letter to the Academy thanking the panel of Academy fellows who oversaw the study and
the Academy’s professional staff for their thorough review of GPO’s operations and the
recommendations they have made to strengthen our mission and services.

GPO and Sequestration

We have been taking several steps to plan for the prospect of the sequester of Federal
funding that is set to take place on March 1. Last August I designated a group of GPO
managers to begin planning for the sequester, which at that time was scheduled for
January 2013. Along with providing information to the Office of Management and
Budget (OMB) to be made part of the President’s report required by the Sequestration
Transparency Act of 2013, they prepared options for spending reductions and other
measures to offset the impact of the sequester on GPO resources and operations.

The President’s report issued last year initially estimated an 8.2% reduction on GPO’s direct
appropriations, totaling about $10 million. Following the agreement reached in the fiscal
cliff legislation earlier this year the impact has been reduced to 5.3%, or approximately
$6.7 million. (Initially we were told by OMB that the operation of GPO's Revolving Fund
would not be subject to the sequester. Recently, OMB informed us that the administcative
expenses of our Publication and Information Sales Program, a Revolving Fund program,
may be subject to the sequester, which would create an additional impact of slightly less
than $100,000. At this writing the issue remains under review.)

While GPO’s direct appropriations comprise only 16% of our annual revenues, the impact
of a sequester would be significant. Appropriated funds finance approximately one-third of
our overhead expenses, which include other statutory and essential functions such as our
Office of Inspector General, Equal Employment Opportunity, information technology and
systems, police and physical security, human capital, finance, facilities maintenance and
repair, acquisitions, and related costs.

Beyond that, we are deeply concerned that there may be a significant reduction in revenue
to our Revolving Pund if Federal agencies order less work from GPO as a result of the
impact of sequestration on their budgets (for example, the Department of Defense, which
is facing a significant sequestration percentage, is one of our largest customer agencies).
The extent of this reduction is uncertain at this time.

Management Plans  We are prepared to implement freezes—with some limited
exceptions for essential activities—on hiring, overtime, performance awards, training,
administrative travel, and maintenance not required for health or safety. In order to
minimize operational risks, we may also opt to defer up to 75% of all technology and
infrastructure repair investments approved by the Joint Committee on Printing for FY 2013
(amounting to $14.1 million of the approved total of $18.8 million). This would delay the
development of digital technologies, such as mobile apps, replacement of legacy systems,
and the development of other digital products and services for Congress, Federal agencies,
and the public. Repair work on GPO’s buildings would be deferred, with projects limited to
those related to safety and health issues.
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If these actions prove to be insufficient to absorb the effects of the sequester and no other
options remain available to us, we may be required to furlough employees. About 94% of
GPO’s 1,900 employees are located in the Washington, DC, metropolitan area. If a furlough
is implemented, reductions would also be made to funding for contractors used in support
of operations. A furlough would negatively impact our ability to carry out GPO’s mission ef-
fectively. Equally as important, it would negatively impact the economic well-being of GPO’s
employees, their families, and the communities where they reside. Nevertheless, we have
been compelled by circumstances to review furlough procedures as a preparedness measure.
On February 6, in a series of town hall meetings spanning all 3 shifts, including meetings
with GPO’s union leaders and our details on Capitol Hill, we informed employees of this pos-
sibility and provided answers to their questions.

impact by Appropriations Accounts

impact on Congress  Most of the funds sequestered ($4.8 million) would be

from the Congressional Printing and Binding appropriation. However, GPO would

be required to continue performing all work requisitioned by Congress to support

the legislative process; we do not control the ordering of congressional work. If
congressional workload exceeds the funding available, a funding shortfall may resuit,
requiring us to temporarily finance the work out of available resources in the Revolving
Fund that otherwise would be utilized for necessary repairs and maintenance as well
as investment in new technologies and equipment. We would then ask Congress to
appropriate the shortfall in a subsequent fiscal year. If a furlough is implemented,
essential support to Congress would continue but risks of reduced responsiveness and
timeliness may result from reduced staffing.

impact on Public Access to Government Information A sequester of funds in
the Salaries and Expenses Appropriation of the Superintendent of Documents would
reduce this account by $1.9 million, causing the deferral of projects supporting
improved public access to Federal information via Federal depository libraries and
through FDsys. Other programs required by law, such as the cataloging and indexing
of Government publications, the distribution of publications to recipients designated
by law, and the distribution of official U.S. Government publications to foreign
governments—which is required by both law and treaty—would also be affected

by deferred projects. A furlough of employees in these programs would reduce
responsiveness to requests for assistance from depository libraries and the public.

impact on GPOs investments for the Fulure  Appropriations to GPO’s Revolving
Fund for investment in continued digital technology development and repairs to GPO’s
infrastructure would be reduced by $27,000. These funds are used for projects to
reduce printing costs and increase public access to Government information via digital
formats. If these items are cut by the sequester and GPO has to defer acquiring items in
its annual spending plan, the pace of our ongoing transformation to a digital platform
will be delayed.

impact on GPO Services for Federal Agencies  GPO printing services to agencies
and the public, including the issuance of Federal regulations and the President’s annual
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budget, as well as the maintenance of blank passports inventory, the development of
next generation passports, the provision of essential secure identification credentials,
and the production of other Federal publications and forms, could be placed at risk
of delay by the sequester. We provide services to Federal agencies on a reimbursable
basis. A furlough of GPQ employees supporting the production of work for Federal
agencies would increase the risk of reduced responsiveness and timeliness.

fmpact on States and Localities  Reductions in the work procured by GPQO on
behalf of Federal agencies could impact private sector printers nationwide, who

will likely face reduced and unpredictable workloads as the result of the sequester.
Currently, the Government Accountability Office is performing a study to evaluate the
prospect of increasing the flow of procurable printing work from Federal agencies

to the private sector by identifying inefficient and costly internal agency printing
operations, The study was requested by the Joint Committee on Printing. A sequester
may result in more printing work being diverted inhouse by agencies as they seek to
offset the impact of reduced funding on their own workforces.

In summary, the sequester - should it occur - would have broad and unpredictable
consequences and risks for GPQ operations, services, and our employees, as well as our
stakeholders in Congress, Federal agencies, the private sector printing industry, the library
and information communities, and the public. We remain actively engaged in continued
planning and evaluation to ensure we can continue to carry out mission-critical functions if
the sequester goes ahead. Unfortunately, such plans may be undercut by the uncertainties
that are associated with sequestration.

Chairman Alexander, Ranking Member Wasserman Schultz, and Members of the
Subcommittee, thank you again for inviting me to be here today. This concludes my
prepared statement, and I am prepared to answer any questions you may have.
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IMPACT OF SEQUESTRATION

Mr. ALEXANDER. You mentioned sequestration, can you tell us in
twenty-five words or less how you prepared for it?

Ms. VANCE-COOKs. Twenty-five words or less, I will definitely
try. Sequestration will cost our appropriations approximately $6.7
million. The $6.7 million is a very large amount of money for an
agency this small. We will attack it in two ways. We will look at
our discretionary expenses, which means we will defer our capital
expenses and our long-term projects. We will also impose what I
call organizational restrictions, which is a restriction on hiring,
there will be a hiring freeze, restrictions on travel, training, and so
forth.

We believe that with that $6.7 million cut that might be okay ex-
cept for one fact—may I keep going?

Here is the problem. The appropriated funds for GPO only ac-
count for 16 percent of our budget. The balance, the 84 percent,
comes from revenue that we earn. We earn it through printing for
Federal agencies and passports. If sequestration hits the other
agencies, they will probably reduce printing. They may even cut it
out altogether. If that ripples into our 84 percent revenue category,
then we may have to furlough. We are doing everything in our
power to avoid furloughs. This is not what we want to do. We may
not know about the extent of the impact on our 84 percent revenue
until May or June.

However, there is also one other problem. The printing revenue
that we have and that we generate is also done by printers outside
of GPO, across the United States. There are about 16,000 vendors;
3,000 of them we do a lot of business with. It is entirely possible
they will see a reduction in their revenue. They may lay off, they
may even close. This is the impact of sequestration. It will ripple
across those businesses.

Mr. ALEXANDER. Ms. Wasserman Schultz.

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman. Just to fol-
low up on what you just mentioned, the 84 percent is just your re-
volving fund?

Ms. VANCE-COOKS. Yes, it is.

Ms. WASSERMAN SCHULTZ. So the impact on your revolving fund
is both that if agencies cut back on their printing that will affect
your revenue?

Ms. VANCE-CoOKS. That is correct.

Ms. WASSERMAN SCHULTZ. But the businesses with whom you
contract work, from the conversation we had yesterday and your
testimony now, could go under. From my experience with all of us
have quite a bit of interaction with our printers at home, both as
customers and as constituents, and my understanding is that the
printing business has a very slim margin.

Ms. VANCE-COOKS. It does.

Ms. WASSERMAN SCHULTZ. And, you know, do you have an idea
of the percentage of work that is attributed to GPO’s work that you
give to many of these businesses?

Ms. VANCE-COOKS. Yes. Yes, approximately 75 percent of the or-
ders that come into the GPO are contracted out to vendors.
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Ms. WASSERMAN SCHULTZ. And those vendors, what percentage
of their work do you know is GPQO’s business?

Ms. VANCE-COOKS. It varies according to the vendor but some
vendors may have as much as 80 or 90 percent. They may rely on
it totally, other vendors may not. The small mom and pop shops
are actually the ones I am the most concerned about. They are the
ones with fewer than 20 employees.

Also, if I may, I have numbers that indicate just how much rev-
enue goes to some of the States in here if I may share that. For
example, in California in fiscal year 2012 $22 million of printing
went to that State from GPO. Florida was $12 million, Georgia $6
million, Maryland $48 million, Virginia $11 million, Nebraska $1.5
million, Louisiana half a million.

Mr. FORTENBERRY. Why did you pick those States?

Ms. VANCE-COOKS. Because they are all represented here.

Mr. FORTENBERRY. Never ask a question you don’t know the an-
swer to.

Ms. WASSERMAN SCHULTZ. So what is the impact beyond this
year if the sequester is not replaced and you have to operate in fis-
cal year 2014 and beyond with a roughly five percent cut?

Ms. VANCE-COOKS. We will see degradation in our investments.
We rely very heavily on the funding to improve our investments in
technology so that we can continue our digital transformation. As
you know, to convert to digital takes money, so it is upfront costs.
If we do not have those funds, everything will stop in terms of that
transition.

Ms. WASSERMAN SCHULTZ. So basically the process to trans-
forming into a more digital agency will stall?

Ms. VANCE-COOKS. That is correct.

Ms. WASSERMAN SCHULTZ. And you will continue to essentially,
in the minds of some Members, waste money by printing docu-
ments that are thrown away or that age and don’t stand the test
of time?

Ms. VANCE-COOKS. That is correct. Also, I would like to add that
we also end up with the fact that we will not be able to move for-
ward in terms of creating new and different ways in which we can
present information. It was through the funding from Congress
that we were able to figure out how to develop apps, develop e-
books. Now we are looking at 3—-D printing, now we are looking at
variable printing, print-on-demand. It is that assistance that allows
us to look into the future. When we don’t have that kind of funding
because it is that expensive, that may stop.

Ms. WASSERMAN SCHULTZ. It is fair to say that if sequestration
takes place in 3 days the impact on GPO’s budget and the products
that you turn out will result in less accountability because we will
have less information available to the public that can be widely dis-
seminated?

Ms. VANCE-COOKS. That is correct.

Ms. WASSERMAN SCHULTZ. Thank you. Thank you, Mr. Chair-
man.

EQUAL EMPLOYMENT OPPORTUNITY AT GPO
Mr. ALEXANDER. Mr. Bishop.
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Mr. BisHOP. Thank you very much. Ms. Vance-Cooks, another
compliment for you. I was pleased to read that the GPO is con-
tinuing to make progress in reducing the number of equal oppor-
tunity complaints. I understand that there were 27 formal com-
plaints of discrimination filed at GPO during fiscal year 2012 com-
pared with 34 the year before, which is a 21 percent reduction.

Can we get for the record an update on the equal opportunity
complaints and the resolution of those complaints? It has been a
chronic problem over the years and I am happy to note that over
the last couple of years it has gotten better.

In addtion, as an iPad user, I was very pleased to read that you
signed an agreement with Apple to sell the Federal e-books over
iTunes and other electronic stores. Do you see that as a revenue
raiser or more of a public service, open government type initiative
or both? How do you go about establishing your prices?

Ms. VANCE-COOKS. Okay, let’s talk about the EEO first. Thank
you for acknowledging that we have reduced the EEO complaints
because we have worked very diligently on this. The EEO Director
actually reports directly to me. We meet once a week. Because
there are so few complaints now I am actually familiar with almost
every case. We have had a number of opportunities to—I guess the
right way to say it is to intercede. We have an alternate dispute
resolution process now so that we try to take it off-line and try to
r}elsolve it. It is working, people come out and they feel good about
that.

We are also very sensitive about the EEO issues when we went
through a buyout, because a lot of times when you have a buyout
sometimes the EEO complaints increase. They actually decreased
because of our stringent adherence to making sure that the individ-
uals and the employees were aware of what we were trying to do,
why we were trying to do it. Actually when I last looked at the
data we had as high as 84 complaints in 2009, so we have actually
dropped 68 percent. So it is actually pretty good.

In terms of Apple, I am glad you enjoy Apple. Thank you very
much. Actually for us it is an opportunity issue, it is an oppor-
tunity just to put the e-book out there. E-book pricing is very low.
It is very difficult to make a margin on that. So actually what we
are doing with the e-book market is making our presence known
to the rest of the public that we can in fact offer e-books. Consider
it an opportunity type of issue.

Mr. BisHop. Have you been able to track how many people are
downloading the mobile applications? I think you referenced it just
now, but have you been able to track whether the users are finding
them easy to navigate?

Ms. VANCE-Co0OKS. Yes, we can track and we have been tracking.
Let me give you an example. We are the ones who created the app
for the President’s budget for fiscal year 2013, which was the first
time it had ever been done. And by the way, we won an award for
that one. The first day it had 53,000 visits. And so we see about
several hundred or several hundred a day.

Mr. BisHor. Were those applications created in-house or were
they contracted out?

Ms. VANCE-CoOKS. I am happy to tell you they were made in
house.
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Mr. BisHOP. Final question, do you see any new technologies that
could further transform and change the printing industry?

Ms. VANCE-COOKS. We are very interested in variable printing,
we are very interested in print-on-demand. The latest one now is
the 3-D printing. We are not sure what kind of space we will have
with 3-D printing but we are looking at it. And we are also heavily
involved in mobile data networks. So we are doing a lot of things
to make sure that we are relevant to the population.

Mr. BisHOP. Thank you very much.

PRINTING PROCUREMENT FOR AGENCIES

Mr. ALEXANDER. Mr. Harris.

Mr. HARRIS. Thank you very much. And I also congratulate you
on having your revenue exceeding your expenses last year.

Ms. VANCE-CoOKS. Well, thank you so much.

Mr. HARRIS. You mentioned that about, if I got it right, about 84
percent of your budget comes from outside, other agencies and
whatever—I guess you just manage the printing for or you act as
the conduit between them and outside printers, $48 million of
which is in Maryland. Which department is your largest user of
that?

Ms. VANCE-COOKS. The Department of Defense.

Mr. HARRIS. And what is their amount?

Ms. VANCE-CoOKS. I would have to check.

[Information provided for the record follows:]

In FY 2012, total billings to DOD and related military agencies
were $103.8 million.

Mr. HARRIS. Have they given you an indication of if the sequester
takes effect how much of that printing budget will be cut?

Ms. VANCE-COOKS. No one has talked to us yet.

Mr. HARRIS. Do you think that is good planning over at the De-
partment of Defense?

Ms. VANCE-COOKS. I think they are involved in looking at other
things beyond printing. I think printing will probably be the last
thing they start to look at.

Mr. HARRIS. Do you have any idea of a timeline of when they
might start looking at things like that since this law was in place
for a year and a half?

Ms. VANCE-COOKS. I am predicting that probably we, GPO, will
see something within the next 2 or 3 months. I will tell you that
we have begun our own market outreach. We have contacted a
number of our agencies to find out what they are planning. Some
of them are saying that they are going to wait and see.

Mr. HARRIS. That is tough on you.

Ms. VANCE-COOKS. Today in fact we are having an open house
for our client agencies. We have over 200 clients there right now
so that we can tell them what we can provide for them during se-
questration or ongoing. And I think it is a good marketing tool for
us, and as soon as I leave here I am going back to this open house.
They want to know how they can manage their printing and pub-
lishing needs and we are here to help them. So we are trying to
present ourselves as a problem solver.
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Mr. HARRIS. So I should tell some of these printers in Maryland
who do the $48 million that actually it appears to me that the GPO
is not the problem. If they come ask me what is the effect of se-
quester on me you can’t answer because actually you are down-
stream from other agencies

Ms. VANCE-COOKS. That is correct.

Mr. HARRIS [continuing]. That have not planned as far as you
can tell.

Ms. VANCE-COOKS. We are downstream from agencies who have
not yet communicated to us what their plans are.

Mr. HARRIS. Well, thank you very, very much. Thank you, Mr.
Chairman.

NATIONAL ACADEMY OF PUBLIC ADMINISTRATION REPORT

Mr. ALEXANDER. In your opening statement you mentioned the
National Academy of Public Administration. It is my under-
standing that they released their report with some recommenda-
tions how you can help us deal with the digital age. Have you satis-
fied some of those suggestions that they have made?

Ms. VANCE-COOKS. Yes. They actually gave us 15 recommenda-
tions sorted into three themes. The first theme, as you mentioned,
is to take a good look at the Federal Government in the digital age.
And they recommended that Congress establish an interagency
process to develop a governmentwide strategy for the life cycle
management of digital information. As part of that they want us
to take a look at the FDLP and develop a national plan on how we
will preserve information. Through Mary Alice Baish, the Super-
intendent of Documents, we have started a State forecasting study.
In fact we started it last year, and the purpose of that study was
to ask all the Federal depository libraries what they thought they
would need as they go towards the digital age so that they would
essentially be a stakeholder in this process, and we started that.
Good data will be coming out very shortly.

Mr. ALEXANDER. Okay, and we understand that last year you
printed your 75 millionth passport?

Ms. VANCE-COOKS. Yes, sir.

Mr. ALEXANDER. Has the State Department asked you to get
ready for the next generation of passports? Have you all talked
about how sequestration would effect you?

Ms. VANCE-COOKS. The latest information that I received last
night indicated that the MOU which we currently have in place
will remain in place for 13 million units of passports. If, however,
we have to go through a sequestration with them, or 5.3 percent,
it would go down to about 12 million; 12 million is still more pass-
ports than we made in 2012.

Mr. ALEXANDER. Ms. Wasserman Schultz.

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman. You know,
rather than question why the agencies aren’t treating sequestration
as a foregone conclusion, we should be coming together to replace
the sequester with a balanced mix of spending cuts that are tar-
geted and closure of tax loopholes so that we don’t put printers in
the private sector out of business because of the intransigence of
Congress.
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That having been said, I want to ask you about the NAPA review
of GPO because they found that the agency is necessary for pro-
viding Government information to the public, but it indicated that
GPO should try to take more of a leadership role in ensuring per-
manent public access to Government information. Through your
role in providing Government documents to Federal depository li-
braries, for example, are you confident that these libraries are pre-
serving print copies of these documents that one day are going to
be considered historical? And then are there any Governmentwide
efforts going on to determine how we preserve digital formats given
that they change so frequently? And how would those efforts and
your ability to take that leadership role be impacted by the seques-
tration?

Ms. VANCE-COOKS. The law requires that the regional libraries
basically maintain their collections permanently, not necessarily
preserve them. The preservation is something that we are attempt-
ing to do on a digital FDsys. We agree with the recommendation
that we need to work with other agencies as well as with the Fed-
eral depository libraries to develop the appropriate standards for
preservation of digital content. We expect that to be part of the
State forecasting study which will be released probably within the
next few months.

Ms. WASSERMAN SCHULTZ. Great. And just along the same lines,
Mr. Chairman, on your staffing NAPA recommended that GPO de-
velop an ongoing human capital planning process, just to guide the
reshaping of your workforce. I thought it was interesting to note
that your workforce has fallen from 6,450 employees in 1980 to
roughly 1,920 employees on board today. But based on your work
requirements today, are you staffed sufficiently to meet the needs
of Congress and the needs of the public for your unique brand of
information dissemination?

Ms. VANCE-COOKS. The mix of the employees within the base will
change. In fact, it is changing now. It is changing more and more
towards individuals who have IT experience, Web development ex-
perience, those kinds of skill sets. So the actual number of people
will remain the same, around 1,900, but the skill sets within it will
definitely change to accommodate the fact that we are going to be-
come much more digital. We see it already.

Ms. WASSERMAN SCHULTZ. Thank you.

Mr. ALEXANDER. Is that all?

Ms. WASSERMAN SCHULTZ. I just have one more small one, but
I don’t want to take up the time if there is another member who
has a question.

Mr. ALEXANDER. Mr. Bishop.

Mr. BISHOP. I am just happy listening to the great information.

Mr. ALEXANDER. Okay.

REPLACEMENT OF SEQUESTER

Mr. HARRIS. Just one quickly. You may not know this, because
you are not high profile, but important with the GPO with what
it does, so it was lost to me. In the two bills that were passed last
Congress by the House that delayed sequestration what was the ef-
fect on GPO under those two pieces of legislation passed by the
House last Congress? Would the sequester have been delayed so
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that the GPO as well—and again, I am going to apologize because
you are a lower profile organization. So I know what the effect on
the Defense Department was, but I don’t know what it was on the
GPO. Does any of your staff know?

Ms. VANCE-COOKS. No, I really do not.

Mr. HARRIS. So it would have delayed the sequester for the GPO?

Ms. VANCE-COOKS. I am not sure.

Mr. HARRIS. We would have solved your problem, the House has
essentially sent something that kind of solves your problems for
this year as far as you know, the two pieces?

Ms. VANCE-COOKS. We will have to look at the legislation.

Mr. HARRIS. Could you do that?

Ms. VANCE-COOKS. And thank you for saying we are not that
high profile.

Mr. HARRIS. That is good sometimes. You stay below fire.

Ms. VANCE-CoOKS. We will be happy to respond for the record.

[The information follows:]

The legislation mentioned as passing the House in the 112th Congress appears
to have been H.R. 5652, the Sequester Replacement Reconciliation Act of 2012, and
H.R. 6684, the Spending Reduction Act of 2012. While appropriations to the Govern-
ment Printing Office do not appear to be addressed specifically in the legislation,
the report accompanying H.R. 5652 indicates that it would have replaced the across-
the-board sequester.

GPO’S FACILITIES

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman. Just one
more quick question about the evolution of the plans or desire to
replace GPO’s aging facilities, which when I first became chair was
a very high priority for the agency and I am assuming you have
moved on from replacement and I just want to know if you could
share with us what you are doing to maximize the space that you
have and fully utilize it.

Ms. VANCE-COOKS. You are absolutely right and correct when
you state that it is not a high priority for us. We love that building.
It is a historical building, it is a landmark and we intend to stay
there. However, when you go from 6,000 employees to less than
1,900 you end up with a lot of space. So we are actually trying to
rent the space to other agencies that may need it. It is a beautiful
building and I always tease Mr. Andy Sherman behind me even
though he is in charge of congressional relations because he is sort
of like my Re/Max guy and if he finds an agency that needs help
or needs some kind of space then we certainly will talk to them.
We currently have four renters which contribute about $1.7 million
annually to our overhead which is great, it helps to pay for it, but
we also have more space we could lease.

Mr. BisHOP. Would you yield on that?

Ms. WASSERMAN SCHULTZ. Just a moment. Would any of your
ability to lease space to other agencies or acquire other tenants, be-
cause your tenants aren’t private sector tenants——

Ms. VANCE-COOKS. They are Federal agencies, mostly legislative
branch.

Ms. WASSERMAN SCHULTZ [continuing]. They are agencies who
make lease payments with public dollars. Do you anticipate with
sequester that those efforts would be stalled?
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Ms. VANCE-COOKS. Yes.

Ms. WASSERMAN SCHULTZ. Yes?

Mr. BisHoP. Last year you told us that you were becoming land-
lords. Have you increased your number of tenants since you were
here last year?

. Ms. VANCE-COOKS. Yes, last year we had three, today we have
our.

Mr. BisHOP. Who did you pick up?

Ms. VANCE-COOKS. The U.S. Commission on International Reli-
gious Freedom. And we actually have three in the pipeline who we
are talking to but I am not sure what sequestration is going to do
with them. We will wait.

Mr. ALEXANDER. Have you had anybody from the private sector
to inquire about a lease?

Ms. VANCE-COOKS. Yes, but this is a Government building and
we only want the agencies to be in that building.

Mr. ALEXANDER. Any other questions? We appreciate you being
here (‘icoday. Any other questions will be submitted to you for the
record.

Ms. VANCE-COOKS. Thank you so much.

Mr. ALEXANDER. So if there is nothing else, the committee will
stand in recess until 9:30 tomorrow morning and we will hear testi-
mony from the Library of Congress and the Congressional Budget
Office. Meeting stands adjourned.

[Questions submitted for the record by Chairman Alexander, Mr.
Young, and Ranking Member Wasserman Schultz follow:]
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The Honorable Rodney Alexander
House Subcommittee on Legislative Branch Appropriations
Government Printing Office Hearing, Questions for the Record
February 26, 2013

National Academy of Public Administration — Government Printing Office Independent
Operational Review Report

The Fiscal Year 2012 Conference Agreement (Division G — Legislative Branch
Appropriations) directed the Congressional Research Service to contract with the
National Academy of Public Administration to conduct a study on GPO operations and
additional cost saving opportunities beyond what GPO has already instituted.

In January of this year the National Academy delivered its report with 15
recommendations for positioning the Federal Government for the digital age,
strengthening GPQ’s business model, and continuing to build the GPO of the future.

For the record I would like GPO to respond to each of the recommendations. As part of
your response to these recommendations, if action is needed from the Congress, in order
to implement the recommendation, please elaborate on the action required.

In addition some of these recommendations will require additional funding to implement.
I want GPO to provide their best estimate of the costs.

Response:

Recommendations from “Rebooting the Government Printing Office: Keeping
America Informed in the Digital Age,” by the National Academy of Public
Administration, and responses by the Government Printing Office

Positioning the Federal Government for the Digital Age

Recommendation 1. Congress should establish a collaborative interagency process,
and designate a lead agency or interagency organization, to develop and implement
a government-wide strategy for managing the lifecycle of digital government
information.

GPO and the Superintendent of Documents are well positioned to contribute to the
development of a much needed governmentwide strategy, including agreed upon
standards and processes, to capture and preserve digital government information on
agency Web sites. GPO is actively engaged with entities in all three branches—including
Congress, the Library of Congress, Administration Office of the United States Courts, the
National Archives and Records Administration, and federal agencies—in the discovery,
capture, access and preservation of digital government information.
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Recommendation 2. To ensure GPO can carry out its mandate of providing
permanent public access to government information, GPO should enhance its
position and capabilities by offering an expanded set of services on a cost-recovery
basis that contribute to the lifecycle management of government information. These
services could include content management, metadata creation, authentication,
preservation, and cataloging. GPO should develop strategies to encourage executive
branch agencies to provide publications to GPO to enable permanent public access.

With the Federal Digital System (FDsys), GPO has created a shared digital platform that
can readily provide a comprehensive suite of enhanced electronic content services to
Federal agencies. FDsys enables the collection and dissemination of electronic content
from all three branches of the Federal Government and supports the Federal Digital
Strategy as a shared platform. Content is submitted directly into FDsys, permanently
available in electronic format, authenticated and versioned, and publicly accessible for
full-text searching and downloading,

GPO is leveraging the capabilities of this shared platform by offering services to Federal
entities on a cost recovery basis. These services include ingest of agency content into
FDsys (including preservation, authentication, and public search and display); content
organization; and metadata, granule, access file, bulk data, and API creation. These
services have already been used by NARA with the public release of the JFK
assassination audio files and the Nixon grand jury testimony.

Recommendation 3. To safeguard the historical documents of our democracy for
future generations, GPO should work with depository libraries and other library
groups to develop a comprehensive plan for preserving the print collection of
government documents. This plan should include cataloging, digitizing, and
preserving tangible copies of government publications, a timeline for completion,
and options for supporting the effort financially, as well as a process for ingesting
digitized copies into the Federal Digital System. Congress should appropriate funds
for the purpose of cataloging, digitizing, and preserving the government collection.

GPO and the depository library community have long recognized the need to catalog and
preserve the tangible collections that GPO has distributed to federal depository libraries
since 1861. Developing a print preservation strategy includes identifying historic
resources, many of which are not cataloged, located in 1200 libraries nationwide. It is
important to note that regional depository libraries today are responsible for maintaining
their print collections, not preserving or digitizing them.

We agree with the NAPA report suggestion that Congress appropriate specific funding to
implement this recommendation. Implementing this recommendation will be
incorporated into the National Plan for the future of the Federal Depository Library
Program, noted below.

The only cost estimate we can provide is for the digitization of the FDLP collection based
on an approximate cost per page number. In 2008, GPO estimated that 2.2 million
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documents were distributed to libraries between 1876 and 2008. This number excludes
older publications printed and distributed to libraries from 1813 to 1875. The exact
number of documents in that category is unknown at present, although efforts are
underway to identify and catalog these earlier documents. It was also estimated that the
2.2 million documents contain approximately 132 million pages

Currently, the Internet Archive, a FEDLINK vendor, charges the Library of Congress
between 10 cents and 25 cents per page for digitization based on the number of pages in a
book. LC is negotiating a new contract, to become effective April 1, which would set the
cost at 10 cents per page, with an additional set up cost of $1.50 per volume. Under such
a contract, the estimated cost of setup and digitization of approximately 132 million
pages at 10 cents per page, contained in an estimated 2.2 million documents, would be
$16,500,000. This cost does not include digitizing the documents distributed to libraries
from 1813-1875 or from 2008-present.

We are unable to estimate the cost of cataloging the historic materials. Nor can we
catalog them at GPO because the FDLP collections reside at participating libraries; GPO
does not maintain a collection in-house. We will explore using partnerships with FDL
libraries and crowd sourcing on the cataloging effort. Nor can we estimate the cost of
ingest into FDsys or the ongoing costs of preserving the digital files in FDsys.

Recommendation 4. To ensure the long-term preservation and access of digital
government publications, GPO and Congress should explore alternative funding
models for the Federal Digital System in order to ensure a stable and sufficient
funding source.

In addition to offering enhanced electronic content services powered by FDsys on a cost
recovery basis, GPO will develop a funding model for the next five years as part of
strategic capital planning to request stable funding for ongoing development and support
of FDsys.

Recommendation 5. To preserve the relevance and viability of the Federal
Depository Library Program, GPO should continue to collaborate with depository
libraries and the broader library community to develop a national strategic plan for
the program that gives libraries the flexibility and tools they need to provide
permanent public access to government information in the digital age.

GPO initiated a collaborative FDLP Forecast Study with depository libraries in February
2012. The goal of this mixed methods research project is to document the pressing issues,
viewpoints, and needs of libraries in the digital age. We are pleased that NAPA
recognized the importance of this initiative that will inform the development of a
National Plan for the future of the FDLP. The National Plan will include
recommendations to update the authorizing legislation for the program in 44 U.S.C.
Chapter 19.
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Strengthening GPO'’s Business Model

Recommendation 6. To ensure the Publication and Information Sales Program
continues to play a role in information dissemination and is able to recover costs,
GPO should continue to aggressively research and expand into new markets.

To ensure that Publication and Information Sales continues to play a role in Information
Dissemination and is able to cover costs, we have begun to explore opportunities in new
markets such as Warehousing and Distribution, exploring opportunities within the
Academic market and developing plans to work with agencies to host free content on the
Online Bookstore. We are also looking at how we can better use Print on Demand
capabilities.

Recommendation 7. To enable further cost reductions, Congress should consider
changes in its demand for print. GPO should develop estimates of cost savings that
could be realized through potential changes in the requirements for printing the
Congressional Record. GPO should quantify the savings that could be realized
through such options as printing fewer copies of the Record or ending the daily
start-of-business requirement while continuing to provide electronic access.

Reducing the number of copies printed or extending the delivery schedule of printed
copies of the Congressional Record would result in limited cost savings to Congress and
may disrupt the legislative process:

The majority of costs (up to 70%) associated with producing the Congressional Record
are incurred in the prepress operations which would still have to be completed in order to
post the Congressional Record online the next morning.

The same manpower and equipment used to print the Congressional Record overnight is
also used to print other congressional publications such as the House and Senate Business
Calendars and congressional bills which are required to be delivered

overnight. Changing the delivery requirements for the Congressional Record alone
would not eliminate the delivery requirements for these other congressional publications.
All conference reports are printed in the Congressional Record overnight to satisfy
legislative requirements, delaying delivery of the Congressional Record could result
delays in the passage of legislation.

The delivery schedules for the Congressional Record and other congressional
publications are dictated by congressional legislative requirements, so unless Congress
changes their legislative process, extending the delivery schedule of congressional
publications may disrupt the legislative process.

Recommendation 8. To continue to realize government-wide benefits, GPO should
continue to perform executive branch printing, while further reducing costs and
improving customer service.

GPO will continue to work with our Executive branch partners to provide best value
solutions for all of their printing and electronic dissemination needs.
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We conduct ongoing analysis, outreach, and strategic planning to identify and implement
process improvements and to develop new contracting vehicles to fulfill the evolving
requirements of all of our customers. GPO’s emergent market research program will
further enable us to review customer product and service needs to help us identify rapidly
changing solution opportunities.

GPO’s Strategic Vision Plan places high priority on addressing key areas identified in our
Customer Satisfaction Survey including improved billing processes; partnering with
customers for the purpose of conducting market research in forecasting future
requirements; and developing a streamlined, online procurement system. Customer
Services leverages the Customer Satisfaction Survey results and daily interaction with
customers to pursue further cost reductions and service enhancements. During the past
12 months CS identified over 65 projects to target these specific goals, with 23 completed
and the balance of those projects under active project management or review.

Recommendation 9. To generate additional revenue, GPO should continue to
pursue smart card business. To assist GPO in growing this business and to leverage
GPO’s smart card expertise for public benefit, Congress should consider whether to
allow GPO to respond to state and local government requests for smart cards.

GPO supports this recommendation. State and local government smartcard business
opportunities will provide new and extensive revenues for the GPO. Congress should
consider allowing GPO to respond to state and local government requests for smartcard
products and services.

GPO has been approached by state governments requesting consulting, manufacturing
and personalization services in the past. (examples include the Maryland Department of
Motor Vehicles exploring the GPO's ability to support their drivers license program -
although this may be a sensitive and proprietary matter that we may not want to share).

GPO presently supports the District of Columbia's DCOne card program with card
procurement, personalization and distribution. This card is used by DC citizens to gain
access to government facilities, pools, schools, libraries and as a payment token for
public transportation.

State and local government business opportunities include drivers licenses, school
identification and access credentials, public transportation and transit passes and cards,
access and identification cards for employee and contractor access to government
facilities and IT systems, access cards for public hospitals, power plants, airports and port
facilities.

Building the GPO of the Future
Recommendation 10. To effectively integrate and align the agency’s HR policies,

programs, and practices with its strategies for achieving mission success and desired
programmatic results, GPO should develop and institutionalize a human capital
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planning capacity. GPO’s workforce plan should include multiple strategies aimed
at ensuring the recruitment, retention, development and rewarding of a highly
motivated and diverse workforce.

GPO is currently developing a Strategic Human Capital Plan using the Human Capital
Assessment and Accountability Framework (HCAFF) which consists of 5 components;
strategic alignment, leadership and knowledge management, results-oriented performance
culture, talent management and accountability.

This structure will serve as a guide for all future HC activities and promotes the
alignment of human capital management sirategies with agency strategic initiatives,
ensures continuity of leadership, promotes a diverse, high-performing workforce,
addresses programs to acquire develop, promote and retain quality talent and contributes
to agency performance by monitoring and evaluating results.

Recommendation 11. To ensure it is able to continue to plan for and respond to
future changes, GPO should continue its transformation by enhancing its strategic
planning capabilities, broadening its change management efforts, and continually
reviewing customer product and service needs.

GPO has enhanced its internal strategic planning capabilities by standardizing unit
strategic plans and incorporating scenario planning into the planning process. Scenario
planning will include an analysis of drivers or forces that may impact organizations as
well as anticipated impacts and strategies to address implications of potential scenarios.
GPO has also implemented more frequent performance reporting on an agency level, in
the spirit of the Government Performance Results Act, based on key objectives
documented in the agency strategic plan. GPO is also developing a central market
research program to review customer product and service needs on an ongoing and
agency-wide basis, enabling GPO to identify and focus on the core needs in the rapidly
changing federal publishing environment.

Recommendation 12. Toe achieve future organizational and eperational cost savings
in the Customer Services program, GPO should further consolidate regional office
locations, space, and staff and continue to identify and implement best management
practices (such as cross training, telework, work sharing arrangements, and
increasing managerial spans of control) and available technologies to the greatest
extent possible.

Analysis of GPO’s Regional offices is ongoing. Recently GPO downsized the space for
the Atlanta and Philadelphia offices and is currently in the process of downsizing the
space for the Hampton and Columbus offices which will result in cost savings for the
agency. We will continue to monitor workload and the needs of our customers to identify
areas of opportunity and areas for reducing costs. We closely monitor staffing and
facilities requirements with consideration of potential customer impacts.
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GPO has implemented cross training and work sharing throughout the organization, from
support organizations to revenue generating units, to enable us to right size our staff. This
was made possible using available technologies to streamline procurement and
production processes to enable real-time tracking and continuous communication with
our customers. EPIC, GPO’s future end-to-end print procurement system, will further
allow GPO to take advantage of technologies and improved work processes to support
greater work sharing.

We continue to leverage and expand our telework program to support continuity of
operations, enhance job satisfaction, and to contribute to a greener environment. As a
result of these efforts, ongoing strategic planning and workforce consolidations we have
reduced managerial staff and expanded areas of responsibility for GPO’s management
team.

Recommendation 13. To realize significant potential savings and enhance revenues
(as well as improve customer service), GPO should accelerate the development and
deployment of a new automated print procurement system,

GPO has completed a Concept of Operations and a requirements document for an end-to-
end print procurement system called EPIC. To support the decision making process for
how to deliver EPIC GPO released a Request for Information (RFI) to the vendor
community and is currently engaged in market research activities. Total estimated cost:
$5-6 million over 3.5 years

The goal of the EPIC program is to create an integrated approach to automating and
streamlining the end-to-end print procurement process. EPIC will be composed of the
necessary technology and business practices to enable GPO to replace or integrate all
existing discrete applications, utilities, and processes currently used in support of the
United States Government printing and publishing needs. EPIC will allow for greater
transparency for both GPO staff and customers. It will consolidate print procurement
operations within a single, modular system, improve work processes, and automate
specific functions where applicable.

Recommendation 14. To reduce GPQ’s facilities footprint while increasing the
leased of unused building space, GPO should continue pursuing incremental lease
arrangements.

GPO has approximately 1 million square feet of building space in Washington DC.
Currently, nearly 10% is occupied by other agencies under space-sharing agreements
approved by the Joint Committee on Printing: US Capitol Police, Architect of the
Capitol, Senate Sergeant at Arms, and the US Commission on International Religious
Freedom. Total revenues are about $1.3 million. We are actively discussing the potential
for additional space sharing with the Office of the Federal Register (17,000 sq ft) and
Amtrak (33,000 sq ft). We have an inquiry for further space sharing from the Senate
Sergeant at Arms (32,000 sq ft).
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Recommendation 15. GPO should continue to pursue targeted, gradual staffing
level reductions and functional consolidations where the agency deems feasible and
appropriate. Over time these actions should generate solid, additional savings.

Workforce planning will allow GPO to identify and address gaps between the workforce
of today and the agency needs of tomorrow. It will help GPO ensure positions are filled
by the right employees with the needed competencies.

Utilizing best practice research and the OPM workforce analysis framework and planning
model, GPO will perform a workforce analysis that has five phases:

1. Analysis of Mission, Vision, Strategic Plans, Budgets & Resource Allocation
2. Analyze Supply and Demand of workforce and skills

3. Conduct Gap Analysis

4. Create Workforce Strategy and Plans

5. Implementation and Evaluation of Strategy & Plans

. Ms. Vance-Cooks, it is a major milestone that last year GPO produced the 75 millionth
electronic passport and the State Department has asked GPO to proceed with the
necessary investment in equipment and infrastructure to begin producing the next
generation passport in 2015. Our understanding is that fees collected by the State
Department for passports and visas will be subject to the upcoming sequestration. Has
GPO received any notification from State about possible reduced revenue resulting from
sequestration? Assuming a 5 percent reduction in passport revenue what operating
adjustments will GPO be required to make?

Response. GPO has a continuing Memorandum of Understanding with the Department
of State under which we agree, annually, to the quantity of passports to be ordered and
the price to be paid per unit. For FY 2013, we agreed to production of 13 million
passports and a corresponding unit price. At this writing, we have not been contacted by
the Department of State regarding changing the current agreement. A 5 percent reduction
in passport production would reduce the required total to 12.35 million. Associated
revenue reduction would result in greater pressure on other GPO products to recover
agency operating costs, including costs for mandatory functions for which GPO does not
receive appropriations.
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The Honorable C. W. Bill Young
House Subcommittee on Legislative Branch Appropriations
Government Printing Office Hearing, Questions for the Record
February 26, 2013

1. Of your appropriation for Congressional Printing and Binding, how much has actually
been spent each fiscal year for the past five years for printing and binding for Congress?

Response.

Congressional Printing and Binding Appropriation Requirements
FY 2008 -2012
(in thousands of dollars)

Estimated
Unliquidated Total

Expended Obligations Requirements

2012 $67,647  $17,158 $84.805
2011 78,509 5,279 83,788
2010 84,990 6,000 90,990
2009 88,352 5,166 93,518
2008 89,775 2,987 92,762

2. You have stated that you are planning on requesting an increase of $12.4 million for
investments in continued growth for digital systems, transitioning your binding line to a
digital system, and necessary IT and infrastructure repairs. To accomplish this you
propose decreasing the amount appropriated for Congressional Printing and Binding by
$11.5 million. Do you plan to partially cover the cost of these upgrades by building them
into your fee structure for services you provide to the other branches of government?

Response. Yes, the revolving fund is reimbursed for the cost of services and supplies
furnished, at rates which include direct costs, depreciation of equipment, and charges for
overhead and related expenses.

3. Intestimony to this subcommittee from the GPO, the GAO, the CBO, and the Library of
Congress, each division indicates a need for IT repairs and upgrades. Is there any attempt
to see if there are overlapping requirements for I'T upgrades within the different divisions
funded by Legislative Branch Appropriations in an effort to achieve potential cost
savings?

Response. There is continuing coordination on efforts to reduce infrastructure costs
through virtualization, reducing the number of servers, and consolidating data centers.
Data center consolidation will also reduce our overall IT risks by putting our IT
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infrastructure in a more secure, stable hosting environment to ensure that GPO
applications which directly support our customers (including Congress) continue to be
highly available.

. In your testimony, you state that $4.8 million of the sequestration impact would be from
the Congressional Printing and Binding appropriations, which you indicate might impact
your ability to perform the work requisitioned by Congress. Since your budget proposal
for FY13 proposed reducing this account for congressional printing and binding services
anyway, how much of an impact do you expect the sequester would have on your printing
services to the Congress under this account?

Response. The actual March 1, 2013, sequestration report applied a reduction of 5.0%, or
$4.6 million, to the Congressional Printing and Binding Appropriation. At this time, we
do not expect services to Congress to be significantly impacted. However, there is a risk
of negative impact if furloughs become necessary due to the magnitude of the reductions
in orders placed with GPO. This could result in reduced staff capacity to meet peak
workloads.
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The Honorable Debbie Wasserman Schultz
House Subcommittee on Legislative Branch Appropriations
Government Printing Office Hearing, Questions for the Record
February 26, 2013

Preserving Government Documents

1.

Not only did the National Academy of Public Administration review of GPO find that the
agency is necessary for providing government information to the public, the report seems
to indicate that GPO should-take more of a leadership role in ensuring permanent public
access to government information. Can more be done to equip Federal Depository
libraries with the tools for preserving documents and books? What is GPO’s role in
ensuring Federal Depository libraries adequately preserve documents and books?

Response. GPO ensures permanent public access to tangible government information
through the resources distributed to regional and selective Federal depository libraries.
All depository libraries are required to maintain their collections for public access;
regional libraries are required under 44 U.S.C. §1912 to retain at least one copy of all
publications in either print or microfacsimile form. There is no mandate for regional
depository libraries to preserve their tangible materials (books, CDs, microformats).

Many depository libraries that hold sizeable historical FDLP collections may have in-
house conservation and preservation staff. They, however, are not assigned exclusively to
the depository operation; they serve the entire library. NAPA’s Recommendation 3 “to
develop a comprehensive plan for preserving the print collection of government
documents™ asks us additionally to define options for supporting the effort financially.
GPO does not currently have the authority or appropriated funding to reimburse
depository libraries for the costs of preservation.

GPO provides training sessions to depository librarians about preservation and
digitization. “Government has an obligation to preserve its information™ is one of the
Principles of Government Information that has come to represent the core ideology of the
Federal Depository Library Program. GPO would like very much to take more of a
leadership role, if given the authority.
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OPENING STATEMENT OF CHAIRMAN ALEXANDER

Mr. ALEXANDER. Good morning. The subcommittee will come to
order. Today we will hear from the Library of Congress and the
Congressional Budget Office. The Library of Congress is requesting
$608 million, an increase of 3 percent over the current CR, and I
want to welcome Dr. Billington to the committee this morning, and
we want to congratulate you. We understand that just recently you
celebrated your 25th year with the Library of Congress. The com-
mittee wants to congratulate you and thank you for the work that
you do, not only with the Library, but with Congress and the Na-
tion.

Dr. BILLINGTON. Thank you, sir.

Mr. ALEXANDER. We are reminded every day or two from people
that go into the Library of Congress, how they enjoy it. It is a gor-
geous building, and the work that goes on there we want to recog-
nize and thank you for.

Ms. Wasserman Schultz.

OPENING STATEMENT OF MS. WASSERMAN SCHULTZ

Ms. WASSERMAN SCHULTZ. Thank you, Chairman Alexander and
Dr. Billington, for the opportunity to work hand in hand with the
leader of what I consider to be, I think what all of us consider to
be Congress’ jewel, the Library of Congress, a remarkable leader
like yourself in your 25th year of service is really one of the main
reasons that I wanted to and am so glad I have been able to come
back to the Legislative Branch Appropriations Subcommittee. It is
so wonderful to have the opportunity to interact with you in this
setting again, and we just so appreciate your continued service.

Now, your written testimony highlights the difficulties in main-
taining the operations of the Library in light of the cuts of the last
several years, and especially as we face the prospect of sequestra-
tion. Now, my concern is that with cultural institutions such as the
Library, the impacts of these cuts rear their head many years after
they actually happen, and as you have told us so many times, the
cuts that you absorb now resonate beyond just the single fiscal year
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in which they occur, and that impacts us anywhere from research-
ers who might, down the road, find incomplete information to
Members of Congress receiving inadequate services from CRS.
Many Members of this body often speak of the Founding Fathers
and the principles of government that they established, and we
should all be aware of the vision that Thomas Jefferson had for the
Library of Congress, which is our Nation’s oldest cultural institu-
tion.

Jefferson argued that there was, “No subject to which a Member
of Congress may not have occasion to refer” as he sold his personal
library to the Congress, doubling the size of the Library after much
of the collection had been destroyed by the British, and we have
come a long way since then, but nevertheless, Dr. Billington, your
challenge during these uncertain budgetary times will be to con-
cisely tell the story of the Library and why your services are so
critical.

Now, as you mentioned in your testimony, in your written testi-
mony, the Library was able to positively contribute to the U.S.-Af-
ghan relationship by giving the Afghan people, for example, histor-
ical Afghan records that were lost to them during the Taliban rule.
I saw firsthand during a congressional delegation visit to Egypt the
dedicated Library of Congress staff in that country collecting infor-
mation that will one day help us fully understand the trans-
formations that we are seeing in that country.

During my time as chair of this subcommittee, I pressed you to
think about what programs and services were priorities, the need-
to-haves, the gotta-haves versus the nice-to-haves. The Library’s
acquisition policy is a major cost driver for storage and preserva-
tion and should be looked at with an eye towards reducing outyear
costs, but cutting at breakneck speed for the sake of political gain
has caused more harm than any of us should feel comfortable in-
flicting, and I would like us to consider, Mr. Chairman, the loss of
24 congressional research analysts, which degrades Congress as an
institution. As we lose staff in our own offices, CRS is needed more
than ever for analysis of legislation and issues of today.

Increased copyright backlogs. I was pleased to see that the copy-
right backlog problem that existed a few years ago has been
cleared out, but those backlogs will begin to mount again with cut-
backs as a result of the looming sequester, and that will impede
U.S. commerce. The reduction of 50,000 catalog records which im-
pacts local libraries that rely on these for their own use.

Mr. Chairman, my fear is that this subcommittee will have more
expensive projects in 5 years that are created by the lack of invest-
ment today in the Library of Congress, and my hope is to use the
bipartisanship of this subcommittee to protect our institutions as
the stewards of our branch of government. Thank you, Mr. Chair-
man. I look forward to Dr. Billington’s testimony.

Mr. ALEXANDER. Thank you. Mr. Moran, would you like to make
an opening statement?

OPENING REMARKS OF MR. MORAN

Mr. MoORAN. I appreciate that, Mr. Chairman, but I think Jim
knows how strongly I support him and the operations of the Li-
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brary, and I know we share that commitment, so let’s hear from
Dr. Billington, but I appreciate the opportunity.

Mr. ALEXANDER. Dr. Billington, feel free to introduce any staff
that you have with you today, and your full testimony will be sub-
mitted for the record, please summarize it and list some of your ac-
complishments of the past few years.

INTRODUCTION OF LIBRARY LEADERSHIP

Dr. BILLINGTON. Thank you, Mr. Chairman. This is my Deputy
Librarian of Congress, Robert Dizard, Jr., and this is Karen
Keninger, who is the head of the National Library Service for the
Blind and Physically Handicapped—the first time, I think, before
this committee—and we particularly welcome her. And we have our
executive committee and then some here. There is David Mao, head
of the Law Library of Congress; Mary Mazanec, the head of the
Congressional Research Service, and her deputy Colleen Shogan;
we have Roberta Shaffer, our Associate Librarian for Library Serv-
ices; Jeffrey Page, who is the Chief Financial Officer, and Maria
Pallante is the Register of Copyrights, and there, just a second, I
have to turn around, Lucy Suddreth, Chief of Support Operations,
and Jim Gallagher, who is our acting head of Office of Strategic
Initiatives, and Mary Klutts is our Budget Officer, so we have a
full array of our leadership team here.

OPENING STATEMENT OF LIBRARIAN OF CONGRESS

And so, Mr. Chairman, Ms. Wasserman Schultz, Mr. Moran,
members of the subcommittee, I am very happy to appear before
the subcommittee on behalf of all of us at the Library of Congress
to talk on the subject of the Library of Congress mission and
budget, and begin, of course, by saying that all of us at the Library
of Congress, Mr. Chairman, are deeply grateful for you and for the
committee’s support that you have given to the Library.

Now, thanks to that support, that steady support through thick
and thin over 212 years, the Library of Congress acquires, pre-
serves, and makes accessible both the largest, most wide-ranging
collection of the world’s recorded knowledge ever assembled any-
where on the planet by any one institution. It is also the closest
thing there is to a mint record of the cultural and intellectual cre-
ativity of the American people.

LIBRARY OF CONGRESS AS DE FACTO NATIONAL LIBRARY

We provide America with four one-of-a-kind services. First of all,
as the de facto national library of the United States; secondly, as
the research arm to the legislative and oversight work of the Con-
gress; then as the U.S. Copyright Office for innovative creators and
for that important part of our economy that deals with content; and
the ngtional reading resource for the blind and physically handi-
capped.

The Library supports the entire library system of America with
its cataloging, its multi-formatted preservation research and the
free access it provides the American people wherever they live and
learn with 37 million primary documents of American history and
culture, complete with clean curatorial explanations for both edu-
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cation and inspiration of the American people. Last year, the Li-
brary provided research and reference services to half a million in-
dividuals either on site, by telephone, or through written cor-
respondence; 1.7 million people visited the Library’s facilities here;
and our massive preservation program lengthened the useful life of
nearly 6 million items in our collections.

SERVICES FOR THE BLIND AND PHYSICALLY HANDICAPPED

We provided 25 million reading materials to the blind and phys-
ically handicapped Americans through local libraries around the
country generated here, 129 educators from 33 States attended our
summer teacher institutes here, and we reached more than 25,000
other teachers the same year through our partnered professional
development events in 43 States plus the District of Columbia.

THE U.S. COPYRIGHT OFFICE

The Library’s Copyright Office administers U.S. copyright law,
publicly documenting the ownership of more than half a million
American works last year, and it plays, Mr. Chairman, a very fun-
damental role in the $890 billion segment of the U.S. economy that
produces and distributes content, including all kinds of inter-
national discussions that are very important.

THE CONGRESSIONAL RESEARCH SERVICE

The Library’s Congressional Research Service, as you have al-
ready indicated, and as has been pointed out, provides exclusively
to all Members of Congress nonpartisan information, analysis, and
legislative public policy issues, responding last year to more than
one million such requests, and the Law Library of Congress does
additional work directly for the Congress.

In the fiscal 2014 budget request that we will be submitting to
you later this week, we are seeking only to maintain funding levels
for current services adjusted for inflation, a 2.5 percent increase.
We are already doing more with less, Mr. Chairman. Since fiscal
2010, the Library has sustained a reduction of $52 million, or 8
percent of our base. We now have 1,300 fewer staff than 20 years
ago, which was before we began our massive digitization program.
We are asking that the Congress help us maintain the Library’s
core services for the good of the Nation now and for the future,
even as we pass through our economic difficulties.

FORT MEADE MODULE 5

Now, I must especially mention, Mr. Chairman, our need for
funding Module 5 at Fort Meade, which is in the Architect of the
Capitol’s budget, in order to preserve and store our unique and now
overflowing collections and to continue to make them rapidly acces-
sible for Congress and the American people.

So, Mr. Chairman, members of this subcommittee, I thank you
again for your support of the Library and for your consideration of
our fiscal 2014 request. I would be happy to answer questions that
you might have.

[Prepared Statements of Dr. Billington, Maria Pallante and Mary
Mazanec follow:]
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Statement of Dr. James H. Billington
The Librarian of Congress
Before the Subcommittee on the Legislative Branch
Committee on Appropriations
U.S. House of Representatives
Fiscal 2014 Budget Request
February 27, 2013

Mr. Chairman, Ms. Wasserman Schultz, Members of the Subcommittee:

It is an honor to provide this testimony to the Subcommittee’s new Chairman, Mr.
Alexander, to welcome Ms. Wasserman Schultz back to the Subcommittee, and to thank the
entire Committee for its strong continuing support and good counsel for the Library of Congress.

We have not yet submitted the Library of Congress’s fiscal 2014 budget request, which is
due to the Subcommittee on March 1, 2013. However, I can tell you now that the Library’s
budget request will seek support only to maintain current mission-critical services. We will not
be requesting program increases, but only inflationary adjustments to our fiscal 2013 continuing
resolution base funding level.

Mr. Chairman, the Library of Congress is the largest and most wide-ranging collection of
the world’s recorded knowledge ever assembled anywhere by any one institution, and also the
closest thing to a mint record of the cultural and intellectual creativity of the American people. It
was created and has been sustained for 213 years by the Congress of the United States. The
Library has served the Congress directly for nearly 200 years with the nation’s largest law
library, and for nearly 100 years with its primary research arm: the Congressional Research
Service.

Congress’s Library is in many ways an embodiment in our Capitol of the distinctively
American ideal of a knowledge—based democracy. We have already become a large-scale, free,
educational resource for our K-12 educational system by placing online more than 37 million
primary source digital files of our nation’s history and culture together with clear explanations by
our curators.

For two decades your library has been training teachers and librarians in the effective use
of these multi-medial resources. Qur National Digital Library/American Memory project
empowers teachers and motivates students. Even at surprisingly early ages, children begin
asking their own questions rather than struggling to memorize somebody else’s answers and
often tune-out of learning altogether.

Congress’s Library, which is America’s oldest federal cultural institution, has become a
very innovative institution for keeping our democracy dynamic in the information age. And we
are doing all of this with 1,300 less staff than we had 20 years ago, before we had begun our
program both for putting online our best collections and quarterbacking a congressionally
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mandated national program with now more than 290 partner institutions for preserving the
growing tsunami of important material digitized elsewhere.

It will not be easy to sustain our unique leadership role in the three core necessities of any
library, but particularly in a library that serves the entire American people by (1) acquiring
important records of human knowledge and creativity (2) preserving them, and (3) making them
maximally accessible. “Memory, reason, and imagination™ were the three categories into which
Thomas Jefferson organized his private library, which became the seed bed for the Library of
Congress’s universal collections and unique curatorial staff.

We are now very close to the point where we may have to reduce significantly one or all
of these three key functions that we provide for America, both onsite and online. This might
involve further reduction to our staff, which currently accounts for 65 percent of our overall
annual budget and 90 percent of the budget of the Congressional Research Service. We have had
virtually flat budgets in recent years, and, if we are faced with another set of across-the-board
cuts, the Library would risk a decline in our core services at precisely the time our mission is
becoming more important than ever for America.

If we had to miss one year’s subscription to a scientific publication that we had acquired
for 50 years, we would lose not just one fiftieth, but half of its usefulness, and would never fully
be recovered in the future. Any further reduction in staff would severely weaken our pioneering
efforts to merge traditional and digital services into one-stop shopping for the objective and
comprehensive information needed by Congress and the nation. We could hardly continue
training the new type of librarian for the 21 century that we call knowledge navigators that
would replicate for the future the wisdom and judgment of our magnificent world class curators.

The most critical budget matter before all of us at this time is sequestration. My
statement will address the impact sequestration will have on the Library’s mission and programs,
if it takes effect. I will do so by pointing out what the consequences would be of a sequester and
additional budget cuts, not just for the Library, but for the national interest of the United States.

The Library is, quite simply, an irreplaceable asset for the United States. I have called it
the nation’s strategic information reserve. It was for instance the only institution anywhere able
to give back to the Afghan people enough copies of historical records of their own legal past to
resume a tradition that had been eradicated by the Taliban. And the Library possessed the only
paper produced in the U.S. government that described from an obscure Arabic periodical the
basic terrorist scenario followed on 9/11 before it happened.

The Library of Congress is the largest legislative branch agency and it uniquely provides
four primary services for the nation, and, indeed the world: a de facto national library for the
United States, the U.S. Copyright Office for innovative creators, the Congressional Research
Service for the legislative and oversight work of the Congress, and a National Library Service for
the Blind and Physically Handicapped.

The Library of Congress supports the entire library system of America with its cataloging
standards and services, its multi-formatted preservation research, and its creation and distribution
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of special reading materials for blind Americans, and the free access it provides the American
people to primary documents of history and culture onsite and online.

The U.S. Copyright Office administers U.S. copyright law, publicly documents the
ownership of American works, and plays a fundamental role in the $890 billion segment of the
U.S. economy that produces and distributes content.

The Congressional Research Service provides non-partisan information and analysis of
legislative and public policy issues to all Members of Congress

While some agencies are made up of bureaus or component organizations that could be
cut out or scaled back without crippling the agency’s ability to accomplish its mission, the
Library of Congress is different. Nothing is ancillary. Each component relies on others—and
benefits from the diversity and specialized expertise of our skilled workforce.

The role and potential of the Library of Congress is becoming even more important now
than ever before in our history. Harnessing knowledge and creativity may well be more
important to our economic future than anything else, but knowledge and creativity never stand
still. We cannot stop or severely slow down the Library’s work without beginning to degrade
irreversibly our ability to sustain the nation’s intellectual and creative capital.

Continuing to acquire a universal knowledge is, by necessity, a multicultural pursuit.
Jefferson’s library included material in more than a dozen languages, and the Library of
Congress today has the most multi-lingual and multi-formatted collection in a world that is
becoming increasingly more diverse and globally interdependent.

We understand the imperative to cut government spending. The Library has been “doing
more with less.” Over the last five years the Library’s total appropriation has increased only 2.6
percent, from $613.5 million to $629.2 million, and staffing levels this budget will support has
declined by 340 FTE over the same period.

Since fiscal 2010 the Library has sustained a reduction of $52 million, or 8 percent of its
base budget. This reduction does not include the effective additional cut the Library has received
because of increases in operating costs not addressed through cost-of-living and price-level
increases. The Library has reduced staffing by 186 positions through the fiscal 2012
VERA/VSIP program and have made it necessary for us to explore other possible ways to
sustain the core mission without uniformly degrading all services across the institution.

Despite these efforts, the budget reductions of the past two years have had unavoidable
negative impacts, such as:

o The loss of 24 CRS analysts and attorneys, including a key senior intelligence analyst and
senior Asia specialist. CRS no longer has the flexibility to shift resources to develop new
analytical capacity nor to extend or expand research capacity in demanding and complex
areas such as health care, energy development, military weaponry and financial
regulation.
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e A 36 percent reduction in CRS expenditures for professional staff development and an 18
percent reduction in research materials such as subscriptions and databases.

e A 25 percent decrease in obligation levels for the purchase of library and law acquisitions
and a 20 percent decrease in the number of items purchased with these funds.

e The loss of 22 staff providing curatorial service in multiple divisions.

¢ A decrease in the Library’s production of catalog records by approximately 50,000 in
2012. This affects every library in the United States that relies on our creating these
records for providing access to their own collections.

e Delays in processing copyright registrations potentially leading to another backlog of
pending claims, and negatively affecting copyright-related commerce.

o A reduction of 50 percent in our budget for converting the extraordinary collections of
the Library into digital formats and making them freely available online to the American
people. (This is partly the result of mandatory requirements to increase cyber-security.)

And now we are preparing for a potential sequester and an additional budget reduction
currently estimated at 5.3 percent.

Since such a high percentage of the Library’s federal budget supports staff pay, it is
virtually impossible to implement a 5.3 percent cut in fiscal 2013 through reductions in the
Library’s discretionary non-pay resources alone. The potential sequestration will have to be
addressed through a combination of additional staffing reductions, the imposition of furlough
days for all staff, and reductions in preservation work, information technology support, training,
travel, supplies, equipment, and facilities management. Reductions made necessary by
sequestration will require scaling back a wide range of programs, many of which fall under the
rubric of core, mission-critical services that will directly affect the Congress and the American
people.

Specific impacts of sequestration will include the following:

* 400,000 or more collection items will not be acquired, resulting in gaps in the
collections that may never be filled.

e The number of books we are able to preserve through mass deacidification will be
reduced by as much as two-thirds, and the financial viability of the sole company that
provides these mass deacidification services is likely to be severely threatened.

¢ Binding of books will be severely reduced; resulting in damage to the collections and

the curtailment of interlibrary loan, as well as a significant reduction in business for
the Library’s commercial binding vendors.
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» Basic operational services such as security, cleaning, food, trash removal, and pest
control will be cut back, lessening health and safety protections for staff and visitors.

- @ CRS will be unable to maintain current levels of coverage of public policy issues,
response times to congressional requests will lengthen, and “rush” requests will be
difficult to meet. CRS will also be unable to answer some requests that require
certain data and research materials.

e The U.S. Copyright Office’s registration program will develop a backlog of
Copyright claims waiting processing and a related decrease in fee income to support
ongoing operations. The Copyright staff will have to curtail participation in some
international negotiations and other policy efforts important to U.S. trade interests.

e The National Library for the Blind will postpone the conversion of 5,000 legacy titles
and decrease production of new titles from the expected number of 2,100 to 1,890.
This reduction will reduce the availability of reading material provided to the blind
and physically handicapped community.

As you know, implementing employee furlough days is only a stopgap measure; but
unless we implement furloughs in fiscal 2014 and fiscal 2015, we would have to decrease further
or discontinue other mission-critical services.

While I have listed some of the negative impacts of past and potential future budget cuts,
there has been an important strategic bright spot amid the practical difficulties posed by our
current budget environment: It has encouraged the entire Library to work better together in
pursuit of Library-wide goals. As one example, we have made major strides in improving the
Library’s Web presence in a unified effort that has brought together existing — not new —
resources and expertise from across the Library. Our new beta site, Congress.gov, providing
legislative information to the Congress and the American people, is an example of this
collaborative work.

The Library’s current principal budget needs include sustaining collection acquisitions,
constructing preservation facilities at Ft. Meade, and providing for the critical services of the
U.S. Copyright Office, and of CRS expertise for the Congress.

Sustaining acquisitions is the basic prerequisite for fulfilling the Library’s mission. The
current budget environment has slowed the Library’s acquisitions and preservation efforts,
creating gaps in the collections that may never be recovered. This will affect the Library’s
capacity to provide research and analysis for the Congress and its ability to provide the American
public with access to many materials that are unattainable anywhere else.

Continuing to implement the Ft. Meade master plan through the funding of Module 5 is
essential for preserving and making accessible the Library’s unparalleled collections. The
master plan contemplates the construction of 13 collections storage modules, only four of which
have been completed. This project is currently ten years behind schedule, and Module 5 is an
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urgent Library need to be funded through the Architect of the Capitol, under Library Buildings
and Grounds, as he has requested since 2010.

The U.S. Copyright Office administers the national copyright registration and recordation
systems and serves as the principal advisor to the Congress on issues of domestic and
international copyright policy, in accordance with Title 17 of the U.S. Code. The Office’s
electronic registration service directly supports both the nation’s copyright commerce and our
people’s creative innovations. The current budget environment puts this service at risk of
significant setbacks in active participation in policy efforts that are important to America’s
leadership in the information age.

Maintaining CRS’ expertise is critical to fulfilling the Library’s highest priority: service
to the Congress with timely, objective, authoritative, and confidential research and analysis in
support of its legislative and oversight responsibilities.

The budget reduction in fiscal year 2012 left CRS at its lowest staffing level in more than
three decades. Although CRS has responded by expanding analysts’ portfolios to cover
expertise gaps, any additional reductions will increase the difficulty of providing the specialized
skills and policy expertise needed to support the growing policy demands placed upon the
Congress. More than 10,000 bills have typically been introduced in recent Congresses along
with hundreds of hearings. We will give high priority to protecting services that CRS performs
for the Congress in this and future budgets

Mr. Chairman, the Congress of the United States has been the greatest patron of a library
in human history. Each year, the Library is privileged to serve directly all members and
committees of Congress—and millions of Americans, often in ways that would otherwise be
unavailable to them. We want to continue these services at the level of quality that distinguishes
our institution. Through networks of partners, we can participate in new projects that will make
new friends — for America abroad, such as our free new World Digital Library in seven
languages that has already been adopted by UNESCO and attracted 30 million largely young
viewers from around the world. We, as a nation, need what the library is uniquely doing.

We will work hard and creatively with whatever the Congress can provide—but with the
fervent hope that history will not record that this one-of-a-kind still-innovative and proactive
creation of the American Congress did not unintentionally and almost invisibly reach the point
where it began a downhill slide from which it would never quite recover.

Mr. Chairman, Ms. Wasserman Schultz, and Members of the Subcommittee, I thank you
again for your support of the Library.
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Statement of Maria A. Pallante
Register of Copyrights and Director
United States Copyright Office
before the
Subcommittee on the Legislative Branch
Committee on Appropriations
U.S. House of Representatives
Fiscal 2014 Budget Request
February 27,2013

Mr. Chairman, Ms. Wasserman Schultz, and Members of the Subcommittee:

Thank you for the opportunity to present the fiscal 2014 budget request of the
United States Copyright Office.

The U.S. Copyright Office is keenly sensitive to its legal and fiscal
responsibilities under the law, including its mission to operate more efficiently and more
effectively in the 21% century. Over the past year, the Office of the Register has been
engaged in a series of special projects to shape the future operations and public services
of the Office. This undertaking has engaged staff of all levels and stakeholders of all
kinds, from copyright owners to users of copyrighted works, technology experts,
consumer groups, legal scholars and others.

Historically, the U.S. Copyright Office has played a critical role in ensuring that
copyright law can function in the marketplace. Its copyright registration and recordation
programs together constitute the world’s largest database of copyright information, in
turn facilitating copyright transactions large and small, and helping to fuel the greater
intellectual property economy. The role of public records has become more important
than ever in the digital age. In short, stakeholders are extremely supportive of the
forward-looking groundwork the Office is doing, but they rightly want a better, stronger,
and more technologicalty nimble Copyright Office as soon as possible. The Office can
fund some improvements with the fees it receives for services, including the fees it
charges authors and other copyright owners to register their works. However, not all of
the services of the Office are for copyright owners. If its databases are to be fully
indexed, freely searchable-—and most importantly, functional in the digital
environment—the Office will continue to require appropriated dollars.

Fiscal 2014

The Copyright Office, which is already operating leaner than in previous years,
needs to maintain existing spending levels to ensure adequate staffing in the short term.
By law, the Office plays many roles, not only administering the national registration
program but providing expert policy advice to Congress and expert assistance to
executive branch agencies and the public. The Office has a relatively small workforce in
proportion to its duties, but like all agencies it must compete with the private sector for
the most highly-skilled members of its workforce.
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For fiscal 2014, the Copyright Office requests a total of $52.952 million, offset by
fee collections of $28.029 million, and licensing royalty collections of $5.590 million,
applied to the Office's Licensing Division and the Copyright Royalty Judges.
Specifically, our requests are as follows:

* A 2.4% increase ($1.071 million) over fiscal 2013 to support mandatory pay-related
and price level increases affecting administration of the Office's core business
systems and public services;

o A 2.0 % increase ($0.100 million) over fiscal 2013 in offsetting collection authority
for the Copyright Licensing Division to support mandatory pay-related and price
level increases affecting the administration of the Office's licensing functions; and

o $2 million to restore the Copyright Office's base funding.'

Program Overview

As noted above, the U.S. Copyright Office plays a critical role in securing
necessary legal protection for American works of authorship and in sustaining large and
small businesses in the information, entertainment, and technology sectors. It administers
the national copyright registration and recordation systems and exercises associated
regulatory authority in accordance with Title 17 of the U.S. Code. The Office’s
registration system and the companion recordation system constitute the world's largest
database of copyrighted works and copyright ownership information. These systems are
of increasing interest and importance in the digital age, not only within the United States
but throughout the world. Several foreign governments have sent representatives to
Washington in recent years to assess whether a registration or recordation system may be
feasible in their own country.

Copyright and the Economy

In terms of the larger U.S. economy, authors, songwriters, book and software
publishers, film, television and record producers, and others depend on the copyright
registration and recordation systems to protect their creative works and business interests.
Based on a study released in 2011 using data from 2010, these core copyright sectors—
whose primary purpose is to produce and distribute creative works—accounted for more
than 6.36% of the U.S. domestic gross product, or nearly $932 billion. The core copyright

! The enacted budget for fiscal 2012 directed the Copyright Office to use no-year funding (collected from
fees for services) to offset expenses, effectively reducing our spending ratio of appropriated dollars to fees
at the same time that fees and receipts were lower than anticipated. To ensure sufficient funding for
operations in fiscal 2014, including the ability to cover necessary staffing and critical technology upgrades
when fees fluctuate, the Office requests restoration of its base appropriations. As outlined in Priorities and
Special Projects of the United States Copyright Office: 2011-2013
(www.copyright.gov/does/priorities.pdf), the Office is in the midst of a multi-year evaluation of fees,
services, technology and other issues that will inform its future management strategies.

2 Stephen E. Siwek, Copyright Industries in the U.S. Economy: The 2011 Report, prepared by Economists, Inc. for the International
InteHectual Property Alliance (2011).
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industries also employed 5.1 million workers (3.93% of U.S. workers), and that number
doubled to over 10.6 million people (8.19% of the U.S. workforce) when those who
support the distribution of copyrighted works were added into the equation. In its
administration of the copyright system, the Copyright Office plays a key role in the
healthy functioning of this segment of the national economy.

Challenges of the Current Fiscal Environment

The Office is navigating an increasingly challenging budget environment at the
very time it must improve aging technology systems and upgrade business processes to
meet the demands of the digital age. Since fiscal 2010, it has absorbed a 7.3% reduction
in its appropriation. The overall effect was a 4.6% reduction in total budget authority,
which takes into account offsetting collections. In fiscal 2012, the combination of the
reduced appropriation and fees that were lower than expected required the Copyright
Office to make significant cutbacks. The Office substantially reduced its information
technology budget, indefinitely postponing critical upgrades to the Office’s electronic
registration service that directly supports copyright commerce and affects both authors
and users of copyrighted materials. The Office also reduced its workforce by 44 staff
members—over 10% of the entire staff—through Voluntary Early Retirement Authority
and Voluntary Separation Incentive Payments programs.

The accumulated results of budget cuts have taken a toll, and the threat of further
cuts through sequestration only exacerbates an already difficult situation. Declining
budget support has impacted or will impact the Office in the following ways:

e Although the Office is currently understaffed, it has reduced new hiring and reduced
training, travel, supplies, and new equipment expenditures. These cuts have very real
and negative impacts on the Office’s ability to meet its current demands, and having
already made significant and repeated cuts to non-personnel spending, leave precious
little flexibility to absorb future cuts.

o The Office is concerned that continued funding reductions will have an adverse impact
on the Office’s registration program, potentially leading to another backlog of
copyright claims awaiting processing. The Office successfully eliminated a backlog in
fiscal 2011 that had accumulated as a result of the transition to electronic processing in
2007. Although the volume of incoming claims rose only slightly, the Office
experienced a 20% increase in unprocessed claim holdings throughout fiscal 2012 that
has continued in fiscal 2013. The growing backlog of unprocessed claims, which is
caused by staff reductions owing to budget cuts, will reach pre-2011 levels again if the
trend continues.

o Further reductions will lead to an adverse impact on the Office’s ability to participate
in international negotiations and other policy efforts that are important to U.S. trade
interests. It has already declined participation at major international meetings.

e Cuts in IT investment and contract support would delay planned releases for the
Office’s electronic registration system, eCO, including mandatory updates to address
security issues. The Help Desk for internal and external stakeholders who use eCO
would be further scaled back, increasing wait times and user dissatisfaction. While the
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Office is unlikely to be able to support all anticipated technical upgrades within its
base budget, further decreases to IT contract support will indefinitely postpone the
Office’s planning for new IT systems deemed critical to the future of Office,
including:

o An online system for filing and processing copyright-related documents
submitted for recordation. Records of such documents are essential to
stakeholders who need to determine who owns copyrighted works.

o A searchable online catalog of pre-1978 digitized copyright records. Making
these records widely available will help address the problem of works whose
owners are unknown (often referred to as orphan works).

o An online registry that identifies the designated agents of internet services for
receipt of takedown notices so the services can limit their liability for user-
posted content.

o The Office has already implemented significant cuts in training to cover budget gaps
in recent years. A dramatic long-term decrease in training funds will severely hamper
the Office’s ability to develop and retain the highly-skilled staft it must have to ensure
continued delivery of quality public service.

Law and Policy

The Register of Copyrights is the principal advisor to Congress on issues of
domestic and international copyright policy. She prepares major studies for Congress on
highly complex issues, presides over administrative hearings and public roundtables,
testifies before Congress and coordinates with intellectual property offices in the
executive branch. The Register’s legal and policy offices work closely with both
copyright owners and users of copyrighted works to sustain an effective national
copyright system that balances interests on both sides in issues ranging from enforcement
to fair use.

Through its policy work, the Copyright Office provides leadership and technical
expertise to ensure that the copyright law stays relevant and up-to-date, not only to
protect authors in the 21st century, but also to ensure appropriate protections for users of
copyrighted works. These include not only improved access for those seeking permission,
but also appropriate exceptions for libraries, persons who are blind, and certain
noncommercial educational activities. Fiscal 2012 studies are listed below.

The Copyright Office participates in important U.S. trade negotiations relating to
intellectual property, for example, treaties and free trade agreements, at both the bilateral
and multilateral levels. It also works with the Department of Justice on critical copyright
cases. Earlier this year, for example, the Copyright Office assisted the Solicitor
General’s Office in two cases before the Supreme Court, providing advice on drafting the
government’s brief and in preparing the Solicitor General for oral argument. In addition,
the Office has assisted the Department of Justice in defending the constitutionality of the
Copyright Act in proceedings before the Court of Appeals for the First Circuit, the Eighth
Circuit, and the DC Circuit.
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Fiscal 2012

In fiscal 2012, the Office provided ongoing support to Members of Congress upon
request and through formal assignments. The Office prepared a major report on federal
copyright protection for sound recordings fixed before 1972 and published a nuanced
analysis and discussion document on issues relating to the mass digitization of books. In
addition, the Office completed the fifth triennial rulemaking proceeding pursuant to 17
U.S.C. § 1201 to designate of certain classes of works as exempt from the prohibition
against circumvention of technological measures that control access to copyrighted works
(see www.copyright.gov/1201). The Copyright Office is currently presiding over a
formal study of the challenges of resolving small copyright claim disputes, as well as
possible alternative adjudication systems. A final report on this study is scheduled to be
delivered to Congress by the end of September 2013. On another Congressional matter,
the Office is preparing a study of how current copyright law affects and supports visual
artists and how a federal resale royalty right for visual artists would affect current and
future practices of groups or individuals involved in the creation, licensing, sale,
exhibition, dissemination, and preservation of works of visual art.

On the international front, the Register and a senior member of her staff joined the
U.S. delegation to the World Intellectual Property Organization's diplomatic conference
that resulted in the signing of the Beijing Treaty on Audiovisual Performances in June
2012, The Office continues to work with the World Intellectual Property Organization on
a variety of global issues.

Registration and Recordation

Registration Program: In fiscal 2011, the Copyright Office reduced the backlog of
unprocessed registration applications that accrued following the Office’s transition to
electronic processing in 2007. The Office ended fiscal 2012 with approximately 195,000
claims on hand, of which approximately half were on hold awaiting further action by the
filer. As the backlog of claims on hand diminished, the Office also experienced faster
processing with the average processing times for claims filed online falling to 2.5
months, and for claims filed on paper applications, to less than 6 months.

Although the improved processing times have held firm thus far for claims that do
not require correspondence with the filer, the Office experienced a steady growth of
unprocessed claims throughout fiscal 2012 that has continued through fiscal 2013. The
growth is due to lagging production in the Registration Program that is directly related to
loss of staff. At current staffing levels, the growth in unprocessed claims will likely
continue unabated and lead to increased processing times and other problems the Office
experienced during the previous backlog.

Ultimately, the Register is aware that the United States certificate of copyright

registration must be accurate, and has taken steps to ensure that the copyright owner, that
person’s licensees, and courts throughout the world may rely upon it. The registration
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program will increasingly require attention, to ensure that both the registration and the
public record are sound.

Document Recordation: In keeping with the Register’s plan in Priorities and
Special Projects of the United States Copyright Office: 2011-2013, efforts to reengineer
the document recordation function commenced in early fiscal 2012. Throughout 2012,
the Office engaged in a series of stakeholder meetings and other forms of outreach,
including user surveys, to gather feedback that will serve as the foundation for
developing business and technical requirements in fiscal 2013. The Office’s goal is to
build an online filing and processing system for document recordation that will provide
much enhanced convenience and improved processing time for document filers.
Document recordation is of paramount importance to the copyright community and
providing electronic and fully searchable functionality is a major goal. To be clear,
recordation is the public system by which licensees and assignees of copyrights, for
example, rights holders or heirs to a copyrighted work, may assert their ownership and
make themselves findable. Unlike registration, recordation permits the updating of
ownership information over time and plays a major role in providing a useful chain of
title for individual copyrighted works.

Licensing

The Copyright Office helps administer certain statutory license provisions of the
U.S. Copyright Act, which involves setting royalty rates and terms and determining the
distribution of royalties for those licenses. These licenses cover activities including the
making and distribution of phonorecords of musical works, secondary transmissions of
radio and television programs by cable television systems and secondary transmissions of
network and non-network stations by satellite carriers. The licenses also encompass the
import, manufacture and distribution of digital audio recording devices and media. The
Office’s primary clients with respect to the statutory licenses are the copyright owners
and users of copyrighted works that are subject to statutory copyright licenses. For some
statutory licenses, the Office is responsible for collecting and investing royalty fees for
later distribution to copyright owners, examining accounting documents, and providing
information to interested parties; for others, the Office records the license as part of the
public record and the royalties are handled by outside parties.

In fiscal 2012, the Office’s Licensing Division collected nearly $312 million in
royalty fees and distributed approximately $835 million in royalties to copyright owners,
according to voluntary agreements among claimants or as a result of determinations of
the Copyright Royalty Judges. The Division also began a multiyear business process
reengineering program designed to decrease processing times for statements of account,
implement online filing processes, and improve public access to Office records. The new
processes will be implemented and refined throughout fiscal 2013, 2014 and beyond.
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Acquisitions

In addition to the registration program, whereby deposits are made available to
the Library of Congress, the Copyright Office also administers the mandatory legal
deposit of works published in the United States, whereby certain publishers must deposit
two copies of published works with the Library of Congress. In fiscal 2012, the Office
managed the combined deposit of more than 636,430 copies of books, motion pictures,
and other creative works for the Library’s collection, valued at approximately $30
million, which the Library would otherwise have had to purchase.

Because more and more journals, magazines, and newspapers are "born digital,"
the Copyright Office is working with the Library and with publishers to obtain and
manage serials that may only appear in electronic formats. The Office’s current work sets
the stage for the Library's broader electronic acquisition strategy, which will ultimately
enhance and diversify the Library's collections to capture and reflect American digital
culture.

The 21st Century Copyright Office

For nearly 18 months the Copyright Office has been engaged in a wide variety of
activities outlined in the Register’s Priorities and Special Projects of the United States
Copyright Office: 201 1-2013. Staff throughout the organization have been heavily
involved in various working groups tasked with studying and developing
recommendations for addressing an array of policy and administrative challenges. The
recommendations developed through those projects will inform the Register’s strategic
plan that will be announced in October 2013. The Register’s Office also launched a
major training initiative in fiscal 2013—the Copyright Academy program—by which
staff of all levels take targeted classes on copyright law and office operations. The
Register’s Office also continued the highly successful Copyright Matters lecture series.
Launched in fiscal 2011, the series is designed to educate staff on the practical
implications of copyright law and provide a free and balanced community forum for
discussion. Administration of these programs has zero budget impact, yet they serve to
provide staff with an outstanding education in copyright law, policy and practice.

Substantive progress has been made on many of the projects and policy studies.
Highlights include:

o Significant progress on the comprehensive revision of the Compendium of Copyright
Office Practices. Publication of the revised version remains on schedule for October
2013.

¢ Business process reengineering planning for the document recordation function is
moving from the information gathering and analysis phase to the development of
business and technical requirements that will inform the design of an online filing and
processing system,

¢ The Office continues to move forward on its multiyear effort to digitize the entire
inventory of paper copyright records for works registered between 1870 and 1977. At
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the beginning of fiscal 2013, over 22 million cards from the Copyright Card Catalog
had been imaged, processed through two-step quality assurance, and moved to long-
term managed storage. The Office has also engaged in research on innovative data
capture models such as crowdsourcing and advanced character recognition software in
planning for a searchable index for the digitized records.

» The Office has made significant progress in evaluating its current technical processing
capabilities and gathering feedback from experts and stakeholders from across the
copyright community to develop a strategy to upgrade its existing systems and extend
its capabilities, including in the area of business-to-business connectivity.

¢ The Office is partnering with the Library’s Office of Strategic Initiatives to implement
a new information architecture for the Office’s website, ywwhw.copyright. gov. The
revised website, which will launch in late 2013, will feature improved searching and a
modernized design.

¢ The Office has issued two notices of inquiry soliciting comments relating to its study
of alternative remedies for small copyright claims. A final report will be delivered to
Congress by September 30, 2013.

As work on the special projects continues in fiscal 2013, the Office is
simultaneously embarking on a strategic reorganization to better align its business
functions and management structure with long-term business needs. Implementation of
the reorganization plan will occur later this year.

Fees for Services

On October 1, 2011 the Office commenced a study of the costs it incurs and the
fees it charges with respect to the registration of claims, recordation of documents, and
other public services, pursuant to its authority under 17 U.S.C. § 708(b). The statute
requires that the Office establish fees that are “fair and equitable and give due
consideration to the objectives of the copyright system." 17 U.S.C. § 708(b)(4). The
Office is following two guiding principles for determining fees—the establishment of
sound fiscal policies and a budget derived largely from offsetting collections, and the
pricing of services at a level that encourages participation in the registration and
recordation processes.

The Office will deliver the fee study to Congress in the coming weeks, with
expected implementation later this year.

Conclusion

Mr. Chairman, I want to thank you for your consideration of our budget request
today and for the Committee's past support of the U.S. Copyright Office. Thank you in
particular for considering the funding we require to sustain a first-rate staff and meet
necessary expenses, enabling us to perform our core duties under the law and build the
infrastructure necessary to support America's copyright system in the years ahead.
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Statement of Mary B. Mazanec
Director, Congressional Research Service
before the
Subcommittee on the Legislative Branch
Committee on Appropriations
U.S. House of Representatives
Fiscal 2014 Budget Request
February 27,2013

Mr. Chairman, Ms. Wasserman Schultz, and Members of the Subcommittee:

Thank you for the opportunity to present the fiscal year 2014 budget request for the
Congressional Research Service (CRS). As I speak to Members about our work, I continue to be
impressed by the dedication and expertise of our staff and the vital mission CRS plays in
supporting the legislative, oversight, and representational roles of the Congress.

Support for Congress

We — along with all the other legislative branch agencies — continue to operate under tight
budget constraints. Despite the reductions in staff and other resources, we have continued to
provide a high level of authoritative and objective research and analysis in support of the
congressional agenda. The second session of the 112™ Congress saw the Congress grappling
with complex economic and budget issues. CRS provided analysis, consultative support, and
testimony on a myriad of issues flowing from the passage and implementation of the Budget
Control Act and the prospects for sequestration, the debt ceiling, and the appropriations process.
Product menus and program offerings were prominently displayed on the CRS website as the
fiscal challenges dominated the congressional debate over the past year. In particular, CRS
provided a comprehensive suite of written products on the “fiscal cliff* and potential economic
consequences.

In June, the Supreme Court upheld the constitutionality of the Affordable Care Act. CRS
attorneys advised the Congress on the implications of the landmark decision. Both before and
after the decision, attorneys provided the Congress with analysis to reflect legal developments,
including the requirement that health plans and health insurers provide coverage for
contraceptive services, the legality of federally facilitated health insurance exchanges offering
premium tax credits, and the implications of the Court’s invalidation of the Medicaid provisions
of the Act. A Legal Sidebar — a new web product that I will discuss later in this testimony —
briefly analyzing the Court’s decision was on our web site the day following the ruling. Policy
analysts also continued to advise on the operation of specific provisions of the Act, including
those pertaining to private insurance, public programs (Medicare and Medicaid), and health care
delivery, and information on the development of regulations, new programs and grants, and
financing under the law. CRS will continue to provide analytical support as the implementation
of the Act proceeds, and both state and federal governments act to carry out the Act’s various
provisions or seek adjustments to its operation.

As the expiration of the 2008 farm bill approached, CRS analyzed key issues including
farm commodity support, conservation, trade, rural development, nutrition, credit, energy,
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fivestock, and horticulture and organic agriculture. CRS experts explained the intricacies of
current farm and food policy and helped identify and analyze issues and options for revamping
the federal farm safety support system. In addition to providing seminars on all the farm bill
titles, agriculture analysts assisted with markup and briefed Members and congressional staff
throughout the deliberations.

CRS analysts assisted Members and committees in understanding the technologies
involved in removing shale gas and oil as part of continued efforts to expand the U.S. energy
base, technologies that depend on advanced drilling techniques such as hydraulic fracturing. The
industry and market are adapting to newly found supplies of natural gas and the concerns
associated with them, as well as integrating more natural gas into the economy. Debate over
groundwater and surface water contamination, water demand, and gas emissions associated with
these technologies, as well as the regulatory patchwork then in place, led to the introduction of
several bills to increase the regulatory oversight of this technology. Others in the Congress
expressed concern about potential overregulation at the federal level. Throughout the
deliberations, CRS analysts collaborated to ensure the environmental, technical, and economic
issues were addressed effectively and objectively.

Congress enacted two major pieces of transportation legislation during the fiscal year, the
Federal Aviation Administration Modernization and Reform Act reauthorizing the FAA, and the
reauthorization of federal highway and public transportation programs. In both cases previous
authorizing legislation had expired years earlier, and the Congress had passed a series of
extensions before agreeing to new comprehensive authorizing language. CRS analysts fielded
numerous requests related to both bills. Assistance included helping Members draft amendments
and explaining the potential ramifications for individual districts as well as the national
transportation system.

As the Congress witnessed changes in the Arab world in countries ranging from Tunisia
to Libya to Egypt, CRS offered in-depth assessments of ongoing developments and their
implications. Besides offering country-specific and regional analyses, CRS examined U.S.
policies toward and aid for these transitioning states. The Congress called on the Service as it
reviewed the dilemmas related to the conflict in Syria, such as whether and how the United
States should support the opposition or intervene. CRS also provided written analysis
concerning the security and funding of U.S. dipiomatic facilities and personnel abroad.

As the Congress sought to explore new challenges and effective responses to increasing
global emerging threats, CRS responded with informative research and analysis. Of particular
note was the CRS assessment of the Defense Department’s new strategic guidance intended to
reshape the Department’s priorities, activities, and budgets in terms of future challenges,
geographical priorities, and missions. Other CRS work included analyses of proliferation
challenges and international cybersecurity. CRS also responded to requests pertaining to new
and evolving challenges in congressional oversight and funding, such as the future of military
operations in Afghanistan. Two assessments by the Service of the Army’s drawdown and the
history and analysis of the concept of “hollow forces” assisted the Congress in its deliberations
on Pentagon budget reductions.

T have just touched on a few of the areas on which CRS expertise was brought to bear this
past year. Most of these issues will continue to occupy congressional attention in the 113®
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Congress, and CRS is prepared to make its considerable expertise and array of products and
services available at all stages of the legislative process. We also recently completed our
legislative planning process for the first session of this Congress. The organization of our web
site is based upon research concerning more than 160 policy issues the Congress may address
this year. Menus of products accompany each issue and the relevant CRS analysts, attorneys,
and information professionals are identified. Congress thus has ready access to Service analysis,
information, and expertise on the most relevant and timely policy issues.

I also want to mention that we plan significant enhancements to our web site this coming
year. We are improving our search functionality to enable congressional users to more quickly
and precisely find what they need, whether it is a relevant report, a CRS program or a particular
expert to consult. The home page of CRS.gov will be redesigned to enable easier navigation and
access to the various products and services CRS has to offer. We recently introduced the Legal
Sidebar, which presents short, timely legal analyses of current topics of interest to the Congress,
and we are exploring other product formats and web-based content. We also continue to work
on improving access to our website on mobile devices and have worked closely with legislative
branch information officials in developing requirements for such access.

CRS has also collaborated with other units/organizations in the Library in developing and
launching a beta version of a revamped Legislative Information System (Congress.gov). The
new site — which provides essential legislative documentation to both House and Senate —
contains much richer information and enables easier navigation than the former system. The
public version of the site will also provide enhanced public access to legislative information and
replaces the former THOMAS system.

New Mcmbers Seminar; Centennial Events

CRS, in conjunction with the House Administration Committee, conducted its New
Members Seminar on January 5 — 8, 2013. 51 of the 84 newly elected members of the House
attended the 3-day event which featured seminars and briefings by CRS and outside speakers on
a range of domestic and foreign policy issues that the new Members will face in the 113"
Congress. Members also received orientations to the legislative, budget, and appropriations
processes. CRS experts provided additional personalized briefings for Members throughout the
program. Judging by evaluations submitted by the Members, the program was a substantial
success in providing essential information and creating a collegial environment in which
competing views could be discussed and relationships developed that hopefully will serve the
new Members well in their congressional careers.

2013 marks the centennial of the publication of the Constitution of the United States of
America: Analysis and Interpretation (familiarly referred to as CONAN). The volume —
prepared by CRS and regularly updated — is the premier treatise on constitutional law and traces
Supreme Court jurisprudence on every article and amendment of the United States Constitution.
A celebratory event is planned for later in the year and GPO will shortly publish the centennial
edition of the publication. 2014 will mark the centennial of CRS and plans are proceeding for
events to mark that occasion.
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Budget Challenges

CRS remains a strong organization that provides Congress what no other organization
can — objective, authoritative and tailored research and analysis in support of the legislative,
oversight and representational roles of Members and committees. The breadth and depth of our
expertise is unparalleled, and the institutional memory of our staff is an invaluable resource for
Congress. We have, however, significantly reduced our staffing, losing more than 10% of our
analyst, attorney and informational professional corps in the last two years. This reduction in
research and analytical capacity has resulted in a commensurate reduction in the amount of
consultative interactions CRS has conducted with the Congress during this time period. The
number of personal consuitations and the amount of tailored work for clients — the kind of
interactions that CRS is known for and which are most vital in a fast-moving and complex
legislative environment — have decreased at a rate similar to the rate of staff attrition. Future
budget cuts will only exacerbate this situation and continue to have a measurable effect on the
level of service CRS can provide to Congress.

In addition to the loss of staff, a variety of resources that support our research and
analysis have been depleted in the face of budget cutbacks. Analysts and information
professionals have broadened the portfolio of subject areas they cover. We have gaps in
coverage of critical areas of legislative interest and without replenishment of our analytical
capacity we will not have sufficient coverage in the complex subject areas that the Congress will
likely debate and consider. Travel and training, which provide professional development
opportunities for staff, have been reduced; we also have instituted a pared down, low-cost awards
system to recognize staff who excel in their work. We continue to involve staff in discussions of
how the Service can operate more efficiently. [ am committed to this ongoing dialogue so that
we continue to maintain our high standards, attract and retain talented staff and keep abreast of
current technology despite the budget outlook.

Conclusion

In conclusion, T want to reiterate what I said last year in my first testimony before this
committee as CRS Director. It is an honor to be Director of the Congressional Research Service,
whose mission is even more important today as the Congress confronts problems of enormous
complexity. The Library of Congress is the nation’s largest repository of knowledge. Its unique
mission is to promote continuous learning to ensure the vitality of a democracy premised upon
human freedom and creativity. As a service unit within the Library, CRS helps to fulfill that
mission by supporting the Congress as an informed national legislature. Indeed, such a charge is
as old as the republic. Federalist 53 argued, “No man can be a competent legislator who does not
add to an upright intention and a sound judgment a certain degree of knowledge of the subjects
on which he is to legislate.”

While budget pressures will undoubtedly affect the Library and the Service, we are
committed to providing the essential support the Congress needs to legislate and to maintaining
the values of authoritativeness, objectivity, confidentiality which have infused our work for
almost 100 years.
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Mr. ALEXANDER. Mr. Fortenberry, would you have an opening
statement that you would like to make?

Mr. FORTENBERRY. Mr. Chairman, I will defer on that for a mo-
ment and then come back to questions, but I want to thank Dr.
Billington for his outstanding service, but I will come back with a
few questions momentarily. Thank you.

SEQUESTRATION AND MANAGING WITH REDUCED FUNDING

Mr. ALEXANDER. Thank you. Dr. Billington, you highlighted a
few things that you had done in the past to do more with less. With
the uncertainty that lies ahead for us financially with the seques-
tration, can you highlight what you and your people have done to
maybe prepare yourselves for doing even more with less?

Dr. BILLINGTON. Yes, sir, Mr. Chairman. I have addressed this
question in some detail in my longer written statement. Assuming
the 5.3 percent rate, it would require us to reduce this year’s budg-
et by more than $31 million. Now, we have prepared for it, identi-
fying savings in both pay and nonpay categories. Last week, my
deputy announced to Library staff and I confirmed it in a message
through our newsletter, the Gazette, that we are expecting four
furlough days through the remainder of the year, which will ac-
count for about 17 percent of the reductions required. The rest will
have to come from nonpay categories, which is a relatively small
percent of the budget overall since nearly two-thirds of our budget
is for personnel, and 90 percent of the Congressional Research
Service is for personnel.

As indicated in some of the more detailed testimony, some of the
impacts would include 400,000 or more collection items not ac-
quired, which will result in a gap in the collections that may never
be filled, and the number of books that we are able to preserve
through mass deacidification, the only mass deacidification pro-
gram of its size and a very important program, will be reduced by
as much as two-thirds. Binding of books will be reduced; basic
operational services such as security and cleaning will be cut back;
and even with all of that, CRS will have difficulty maintaining cur-
rent levels of coverage of public policy issues; response times will
lengthen; and rush requests will be particularly difficult to meet.

The Copyright Office’s registration program will begin developing
a backlog of copyright claims awaiting processing and a related de-
crease in fee income to support ongoing operations. Those two are
related. The staff will have to curtail participation in some of the
international negotiations and other policy efforts important to in-
terests of U.S. trade.

Finally, the National Library for the Blind and Physically Handi-
capped will have to postpone conversion of about 5,000 legacy titles
and decrease production of new titles from the expected number of
2,100 to 1,890. This obviously reduces the availability of reading
material provided to the blind and physically handicapped commu-
nity. So those are some of the highlights.

And of course, any sequestration would come on top of the 8 per-
cent reduction in our budget since fiscal 2010, so I think that is the
main outline.

Mr. ALEXANDER. Ms. Wasserman Schultz.
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ALTERNATIVES TO 4-DAY CLOSURE

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman. Dr.
Billington, can you just, as we have sequester, sequestration loom-
ing in a couple of days, your sequestration plan, which is good to
see that you have been planning and anticipating what you would
do in the event that it actually happens, but actual outright closure
of the Library is a pretty drastic step, but I know what your cost
drivers are. Is there another way that you could accomplish the 4
days over in a phased way to prevent total closure?

Dr. BILLINGTON. Well, there probably are some other ways, but
the reason that we have done this was that 3 of those days could
be attached to what are already holidays, that is to say, Memorial
Day, July 4th, Labor Day.

Ms. WASSERMAN SCHULTZ. Okay.

Dr. BILLINGTON. And there are other reasons for that, but I
might defer to my deputy who has been working very closely with
the staff on this matter.

Mr. DizArRD. We felt that attaching to those holidays would give
the staff a little certainty about closure days, but also make it sig-
nificantly easier for us to manage. I understand your point, it is
not ideal to close the institution. We also have talked to the unions
about that. I would say this is still a plan. If the sequester hap-
pens, we have requirements to consult with unions and with staff
further, so we fully understand your point.

I will say a tangential impact of closing for 3 days is the oppor-
tunity to save some hours from the U.S. Capitol Police, which we
are required to reduce through sequestration. If we close for 3 days,
it could mean that we would be able to keep some entrances or
exits open for the rest of the year. So that was another consider-
ation.

BASELINE REDUCTIONS AND WEB SITE SHUTDOWN

Ms. WASSERMAN SCHULTZ. Okay. Now, we talked about this yes-
terday with some of the other agencies, but if sequestration is not
turned off, then, you know, we are talking about baseline reduc-
tions here, so you have got 4 days in your plan now, or 3 full days
of closure and then a fourth day, but how do you anticipate dealing
with the reduction in the baseline in 2014 and 2015, and then the
other thing is that why is it necessary to shut the Web site down
on the days that the Library is closed as well?

Dr. BiLLINGTON. Well, I think, for Copyright purposes and for
CRS and Law Library purposes we would have to have some spe-
cial arrangement to keep those things open.

Mr. DizARD. We originally thought about possibly shutting the
Web site down because it required staff to be there, but we realized
for business purposes and public service reasons we would probably
keep them open and have relatively small crews come in to man
them. They would make up a furlough day on another day.

Ms. WASSERMAN SCHULTZ. Including Thomas?

Mr. D1zaRrD. Yes. And I would just say on the long-term impacts,
in 2014 and beyond, as Dr. Billington said, two-thirds of our budget
being personnel

Ms. WASSERMAN SCHULTZ [continuing]. Right.
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Mr. D1zARD. The long-term impacts are inevitably going to fall on
people, and you mentioned acquisitions and you mentioned preser-
vation. We are trying to avoid damage to those that is going to be
irreversible. So, unfortunately, it does, over time, eventually get to
people.

Ms. WASSERMAN SCHULTZ. Manifests itself in layoffs or attrition.

Mr. DizARD. We are hoping not layoffs.

Ms. WASSERMAN SCHULTZ. Right.

Mr. DizarD. We hope it will be through attrition. We did a
buyout 2 years ago, but I do not think there is a pool there to make
that effective today.

Ms. WASSERMAN SCHULTZ. I have other questions, Mr. Chairman,
but they can wait.

Mr. ALEXANDER. By the way, members will be called on in the
order of seniority or either in the order in which you appeared in
the committee room. We will try to hold our questions to 5 minutes
within reason, and we will have as many rounds of questions as
the committee feels necessary to get your questions answered. Mr.
Moran.

CONGRESSIONAL USAGE OF THE LIBRARY

Mr. MoORAN. Thanks very much, Mr. Chairman. I would like to
get some sense of the congressional usage of the Library of Con-
gress, particularly Congressional Research Service. Where is most
of the request? Where is the focus that you find in terms of demand
from the Congress for additional information for insight in par-
ticular issues? Have you kind of itemized that so we get a sense
of which committees and what topics are using up most of your re-
sources?

Dr. BIiLLINGTON. Well, I think Dr. Mazanec, who is the Director
of the Congressional Research Service, ought to respond to that di-
rectly.

Ms. MazaNEc. Thank you for that question. First, we do include
this information in our annual report to the Congress. We serve
100 percent of Member offices and 96 percent of committees in any
given year. However, all individual congressional requests to CRS
are held in strict confidence, so I cannot speak to demands from
the individual offices or committees. In fiscal 2012 we had close to
700,000 interactions with Congress. Of those, over 70,000 were di-
rected requests for analysis, additional information, and research.
We wrote over 500 new reports and we updated approximately
2,700 reports.

Mr. MORAN. These are impressive numbers, but they are just
numbers. I am trying to get a sense of what, where the demand
is coming from?

Ms. MazaNeEc. Well, the demand actually parallels the issues
that Congress is actively working on. So lately, it has been budget
sequestration, the deficit, homeland security, and cybersecurity.
Health care has also been very active. A lot of the social policy
issues, including immigration, Medicaid, Medicare are all very hot
topics.

Mr. MoORAN. What, for example, might be the top two or three
reports that the Members of Congress would have asked for?
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Ms. MAZANEC. Some of the most viewed CRS reports on our
CRS.gov Web site in recent weeks have focused on budget seques-
tration, the legal issues surrounding the federal assault weapons
ban, and the Violence Against Women Act.

Mr. MORAN. No, just—I know that you do not, that you do a lot
of individual reports, but there are—I think the majority of the re-
ports are the same report that you may update a little bit, but you
give it to committees and the individual Members. What is the de-
mand specifically?

Ms. MAzZANEC. What I can do is we can actually look at that and
try to give you a more specific answer. I do not want to even guess
at this point.

[Information provided for the record follows:]

Recently, CRS has assisted in the policy debate surrounding several passed bills
of particular significance, including the Budget Control Act, the American Taxpayer
Relief Act, and the Violence Against Women Act. CRS analysts and attorneys pro-

vided research and information at all stages of the legislative process, including
committee mark-ups and floor debate.

Mr. MORAN. Really?

Ms. MaZANEC. These are some of the areas that we get a lot of
questions about, and I would assume that we would see requests
for our reports in addition to more targeted information, but can
I get back to you on that?

Mr. MoRrAN. I was just trying to get a sense of what impact it
might have on the legislative process if there is a cutback in per-
sonnel, particularly if it becomes, as Ms. Wasserman Schultz sug-
gested, perhaps a longer term reduction in capacity, I would like
to get a sense of what the impact would be. Obviously, we are con-
cerned about the people who visit the Library of Congress, we are
concerned about the integrity of the quantity and particularly the
quality of the collection, but also of the ability to respond to the
Congress itself in terms of information.

[Additional information provided for the record follows:]

Fiscal constraints have resulted in reductions to staff size, research materials ac-
cess, and investments in infrastructure. Specific cuts have been made after careful
consideration and with the intent of minimizing, to the extent possible, any poten-
tial impact to Members and their staff. However, with a tighter budget, CRS has
reduced the number of analysts and attorneys on staff, which necessarily results in

fewer authoritative research products for Congress, and longer wait times for cus-
tom requests.

REQUESTS FROM OTHER COUNTRIES

The other thing, Dr. Billington, that I was interested in, a lot of
increasingly in a globalized world, we are getting a great many re-
quests from people in other countries, and I was stunned to realize,
I have known it for some years now, but it is stunning, you have
more works of Russian literature, for example, than you can find
in all of Russia. The libraries in Moscow are a lesser resource than
is our own Library of Congress, and a lot of—you digitized and
translated so many of these works of literature throughout human
civilization. What is the greatest demand in terms of that accessi-
bility from people in foreign lands? It used to be, I was shocked
when I was on this subcommittee previously, Mr. Chairman, to find
one of the greatest demands was coming from Iran for our works
of western literature, which I thought was kind of interesting and
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revealing. Where is the demand now, if you would not mind shar-
ing it?

WORLD DIGITAL LIBRARY

Dr. BILLINGTON. Well, the best way we can measure foreign de-
mand directly, first of all, is through our privately funded world
digital library, where we are putting online, and with expert cura-
torial comment in seven languages, the basic historical and cul-
tural documents with curatorial comment, translated into these
multiple languages. This is very new in terms of numbers, but it
is very interesting to note that Spanish language usage globally is
greater than English language usage. For the Arab countries, we
have 177,000 users. This is still very small in terms of the amount
of material we have, but these documents are of extremely high
quality, very high resolution. We have 177,000 distinct users in the
Arab world, 122,000 in Iran, and I could go over others. This is

Mr. MoORAN. Well, are you saying—I just want to make sure, of
the 177,000 from the Arab—of course, Iran is not an Arab country,
it is a Persian.

Dr. BILLINGTON. No, I was saying——

Mr. MoORAN. Okay. So those are cumulative, 122 is not a subset
of the 1777

Dr. BILLINGTON. No, no, no, that is separate. That is a separate
figure for Iran and the Arab countries.

Mr. MoRAN. Okay.

Dr. BILLINGTON. Now we have very active exchanges. Our ex-
changes with Iran have greatly increased, which is interesting be-
cause we send them American materials and they send us a great
deal of their material. In some areas, we have the biggest collection
in the world, but almost invariably—Russia is an example, but so
is Chinese, Japanese, Korean—we have the biggest collection of
their works and records outside of those countries themselves. I do
not think we have more than the Russians do, but what we have
is a very unique collection outside of the countries where Russian
is the spoken language. So the Library of Congress is a world li-
brary; probably a little more than half of the books of the 34, 35
million books and printed materials we have are in languages other
than English, so it really is a world library.

UNIVERSAL COLLECTIONS

The differential between what we have and what anybody else
has, frankly, is increasing, because purchases of these things by
other libraries have never been at a high level and the amount of
exchange we do with thousands of institutions around the world
means that we are exchanging U.S. Government publications for
their materials, so we get a continuous flow. This is analog mate-
rials. We are getting materials from all over the world and as I
say—the Library really is an important, unique resource because
we live in an increasingly knowledge-dependent world. Leadership,
the economy, all kinds of important uses for the future depend on
having a rich and continuous flow, and that is why acquisitions is
such a priority, even though we now are cutting acquisitions rather
than personnel because personnel is already stretched so heavily.
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IRRECOVERABLE COLLECTION GAPS

Acquisitions is fundamental to everything else we do because, if
you do not have the material, and nobody else is likely to have it,
you permanently eliminate marginal materials. Who would have
thought years ago that we would have demand for collection mate-
rials about Kosovo, about Chechnya, about Burundi, about places
that are not the normal collections of other libraries. It is very hard
to cut acquisitions, but we nevertheless must give priority to per-
sonnel. We have a very interesting expanding presence, in fact, re-
patriation to many countries that do not have good materials. This
is of great benefit to American foreign policy, and I think it is
something that is winning a lot of friends for America, and, of
course, doing a lot for our ability to understand these cultures in
addition to the enormous usage that is already made of our na-
tional collection.

Mr. MoRrAN. Thank you, Dr. Billington. Thank you, Mr. Chair-
man.

Mr. ALEXANDER. We have asked the Members to hold their ques-
tions to 5 minutes, but we need to hold our answers to 5 minutes.
Mr. Fortenberry.

Mr. FORTENBERRY. Well, the Doctor is a huge resource. It is hard
to hold all that in. Thank you again, Dr. Billington, for your very
capable and outstanding leadership of what I think is an institu-
tion that is a hidden gem in America. We have got two principles
in tension here, as you know. One is to do more with less, to be
smart about budgets—we cannot sustain our current trajectory—
yet at the same time to deliver smart and effective government
services, and your niche in that space I think is extraordinary in
terms of what you deliver, in terms of the impact of what you do,
not only regarding the preservation of our culture and heritage, but
as you have just stated, even affecting the international climate for
growing awareness of knowledge as well as preservation of past
traditions, so I want to thank you for that.

I want to tell you a quick story as well. I noticed tonight that
you have a display, an exhibition on the Civil War. I recently was
able to look at your exhibit that displayed the contents of Abraham
Lincoln’s pockets on the night he was assassinated. I was so fas-
cinated by that, particularly the point that he had a $5 confederate
note in his pocket. Now, maybe it is a small point of trivia, but it
fascinated me so much so that I went out and bought a $5 confed-
erate note to add to my own little meager collection of Civil War
artifacts. But I think it is a demonstration of the type of unique
service that you render to the country in preserving not only that
which is grand, in terms of knowledge and the progress of learning,
but that which is small, but in some ways, represents something
very significant. So I want to thank you again for your creativity,
your unique leadership.

TENSION BETWEEN CUTS AND OPTIMAL SERVICES

With that said, let me go back to the central point of doing more
with less, holding in creative tension seemingly opposite missions
of doing more with less, being accountable to budgetary con-
straints, but also delivering that smart level of service that you do.
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There was a question raised earlier as to what might be irrecover-
able in terms of gaps in collections if that right balance between
those two principles is not found. Can you give some specific exam-
ples of that?

Dr. BILLINGTON. Well, if you have a periodical that you have
been collecting for 100 years or 50 years, and you miss a year, you
will never recover it because you have to double the appropriation
to make up for another year, which is not likely in the current
budget climate. And you do not just diminish it by one-fiftieth, you
diminish its utility, particularly to the Congress, which has to be
up to date, by about half. So acquisitions are significantly dimin-
ished; you can cut back, and that is what we are projecting for the
first year, but you get beyond that, and you really are cutting into
our ability to deal with the future in an increasingly globally, inter-
related world, particularly economically and in terms of security.

COLLECTIONS UNIQUELY RELEVANT TO LARGER WORLD

If you want specific examples, you could consider one role the Li-
brary plays. There is this general point that the world is exploding
and there are recorded conversations about everything. There are
very few secrets in the world. The only piece of paper that the
9/11 Commission found in the U.S. Government, created in the
U.S. Government, that described the scenario that occurred on
9/11 before it happened, was a report by a small division of the Li-
brary of Congress, the Federal Research Division, which does con-
tract work for the executive branch of the government. This piece
was in a very obscure Arabic publication that is a provincial publi-
cation. We have the only copy anybody knew about anywhere, and
we reproduced this scenario. Obviously it was not specific in terms
of where and when, but it described the criterion for this act of ter-
rorism. That was revealed in a small provincial publication which
was incorporated into this Federal Research Division report.

So these are the kinds of things that you have a reasonable
chance of finding in this extremely talkative world in the Library
of Congress. I think that is pretty dramatic.

FEE SERVICES VS. FREE SERVICES

Mr. FORTENBERRY. Thank you. If I could interject one more thing
if I have time, Mr. Chairman. Yesterday we heard from the direc-
tor of the Government Accountability Office, and he spoke about
agencies that already have Federal authority to set fees, even in-
crease fees based upon the usage of their product. Is that in the
realm of possibility? I do not know your fee structure, if it is simply
wide open and you just simply provide the service, or are there
higher levels of service in which you charge? Are those types of ad-
justments under consideration?

Dr. BiLLINGTON. Well, it depends on what you mean. We have
the Federal Research Division that I just mentioned, which is paid
to do research for executive branch agencies, including classified
work. However, once you introduce fee for service as a principle,
you create a subtle prejudice in favor of the person who is paying
a fee for services instead of using a free public good since the Li-
brary has the support of Congress of the United States.
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Mr. FORTENBERRY. So you want to keep it as a library, that is
what you are saying?

Dr. BILLINGTON. People are free to use the Library, that is the
thing, it is a free resource. Making the public more fully aware of
the vast resources that we have to offer is certainly what we are
trying to do with our online presence.

Mr. FORTENBERRY. So you have fees for intergovernmental con-
tracting, I think that is what you are saying, but for general access
of general collections there are no?

Dr. BILLINGTON. The Library staff, which is funded by the Con-
gress of the United States, is available to the people of the United
States, to businesses, and to anybody else who wants to make use
of it, and we are working to train the new successor generation
who we call knowledge navigators who will be both experts in the
field and be able to navigate through this tsunami of material that
is coming in. In terms of the number of distinct users, use is great-
ly multiplied by the new social media, and we are very active in
analyzing that, too. Is that just bulk material of minimal value or
is 1it %n expression of ideas and events that will be of permanent
value?

We are knowledge navigators for everybody, but we do not want
to divert our services to commercial uses. Other executive branch
agencies that make transfer payments for select services are an ap-
propriate market. It may be very legitimate for other libraries to
operate more broadly on a fee-for-service basis, but that has never
been the operating principle of the Library of Congress.

Mr. FORTENBERRY. Thank you. Thank you, Mr. Chairman.

Mr. ALEXANDER. Mr. Valadao.

MISSION CRITICAL AND NON-MISSION CRITICAL SERVICES

Mr. VALADAO. Thank you, Mr. Chairman. You referenced “mis-
sion critical service” throughout your statement. In the opinion of
the Library of Congress, what constitutes a “mission critical serv-
ice” and what does not?

Dr. BILLINGTON. Sir, I am sorry?

Mr. VALADAO. Mission critical services, you mentioned that in
your statement. I am assuming you read the statement you pre-
sented to us. What is an example of a “mission critical service” that
you mentioned in your statement?

Dr. BILLINGTON. The Library’s mission critical services are to ac-
quire, preserve, and make maximally accessible the widest possible
collection of the world’s knowledge and the closest thing we have
to a mint record of American private sector creativity, largely
through copyright deposit. Also critical to our mission is to sustain
as nearly universal a collection as possible for future generations
and for needs that we cannot possibly anticipate.

Mr. VALADAO. What is not mission critical?

Dr. BILLINGTON. Sir?

Mr. VALADAO. What is not a mission critical? What could you cut,
or not do?

Dr. BILLINGTON. What is something we are cutting? We are slim-
ming down across the board. In some agencies the mission critical
work is made up of a lot of encapsulated services that do not bear
any relationship to the other. In the Library’s case, all services de-
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pend on across-the-board talent, a variety of talents, that are mu-
tually reinforcing. So it is hard to single out any of the units whose
heads are represented here and say, well, we will just cut or elimi-
nate that one.

Of course, maintaining services to Congress is our first priority,
and within the service to the broader American people, we have
really, in effect, defined that to be education, the promotion of
learning and research, everything from overcoming illiteracy to the
highest type of advanced research. The two fringes of that are
funded primarily with private money. For example, we now have
a new program for awarding prizes and gathering in best practices
to promote reading and overcome illiteracy. That program is pri-
vately funded, and the advanced researchers that we subsidize, we
are doing that with private money. The core of it and the most im-
portant part for the country, not just for the Library, is our K-12
problem in this country. That would be the priority now, however,
certain supporting programs we could cut back on. But we typically
use private sources to support services that are not mission critical.
They support the main mission, however it does not save appro-
priated funding to eliminate them.

We have to minimize the loss of personnel at all costs, but I can-
not give you a candidate for a service to eliminate. We just have
to slim everything down. For instance, we will cut by probably two-
thirds our mass deacidification program, the only mass deacidifica-
tion that is being done of paper-based collection items in America.
So that is cutting down the lifespan of books, but that is what we
will have to do.

Mr. VALADAO. That is all right. Thank you.

Mr. ALEXANDER. Mr. Harris.

ACTUAL VS. BASE BUDGET REDUCTIONS

Mr. HARRIS. Thank you very much. This will be very brief. In
your testimony, and they are just technical questions, you refer to
budget reductions of the past 2 years. Is that compared to the base
budget when you talk about budget reductions or are those actual
dollar reductions?

Mr. DizARD. They are actual dollar.

Mr. HARRIS. Okay, and so what would the actual—because you
have over the last 5 years the total appropriation going from 613.5
to 629.2, so what were they in the 2 years before? If you do not
have it in front of you, you can just get it to me.

Mr. DizARD. Okay, we can supply that for the record.

[Information provided for the record follows:]

FISCAL 2008—FISCAL 2012 LIBRARY OF CONGRESS SPENDING PLAN, SUMMARY OF CHANGE BY

APPROPRIATIONS
(Dollars in millions)
Appropriation 2008 2009 2010 2011 2012 ZUé)'?a—nZgOelZ ngggg-ezgl/z)
LC, S&E ..o $394.8 $419.0 $446.1 $438.1 $420.1 $25.3 6.4
49.4 51.6 55.5 54.4 51.6 2.2 45
102.4 107.3 112.5 111.0 106.8 4.4 43
66.9 68.8 70.2 68.0 50.7 —16.2 —242

613.5 646.8 684.3 671.5 629.2 15.7 26
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Mr. HARRIS. And on page 6, your testimony of 36 percent reduc-
tion in CRS expenditures and 18 percent reduction in research ma-
terials, are those from base budget or actual?

Mr. DIZARD. It is actual.

Mr. HARRIS. Okay, that is it.

Dr. BILLINGTON. The 36 percent is in the area of professional de-
velopment.

Mr. HARRIS. Right.

Dr. BILLINGTON. The 24 percent represents analysts and attor-
neys.

Mr. HARRIS. No, thank you. Thank you, Mr. Chairman.

Mr. ALEXANDER. Mr. Bishop.

IMPACT OF NOT FUNDING FORT MEADE MODULE 5

Mr. BisHOP. Thank you very much. Welcome to the Library of
Congress team. I have got a question that I want to ask regarding
the Module 5 at Fort Meade. With the 1,250 new books coming to
you every day and Congress not having yet provided funding for
the construction of Module 5 at Fort Meade, how are you coping
with your storage problem?

Mr. DiZARD. I can answer this one, Mr. Bishop. We have a plan
underway to move 800,000 volumes from Capitol Hill to our Land-
over annex, which is not an ideal option for us, because it is really
not a good preservation facility at all. We are also moving approxi-
mately 200,000 items to a NARA facility in Illinois. These are tem-
porary measures. They are not long-term. We are hoping to have
the Module 5 funded. That is what we are doing temporarily as
well as trying to consolidate space on Capitol Hill as best we can
for collections.

UNLOCKING CELL PHONES AND ADMINISTRATIVE RULEMAKING

Mr. BisHOP. Thank you. Under Section 1201 of Title 17 of the
United States Code, relative to copyrights, I think the Librarian
has the authority to designate certain classes of works as exempt
from the prohibition against circumvention. I guess you know
where I am going with that.

Mr. DizARD. Right.

Mr. BisHOP. Having to do with your October 26th final rule of
exemptions which no longer includes unlocking cell phones. The
unlocking of the cell phone is the process of circumventing the soft-
ware on the phone that limits that phone to being used only with
a specific cell phone service carrier, which means that the con-
sumer is effectively precluded even though he may have purchased
a phone and paid for it, and then, of course, is limited in his or
her capacity to use that. Can you explain your rationale for for no
longer allowing the consumer to be able to choose the carrier that
he or she would like to use with their own particular cell phone?

Dr. BILLINGTON. Well, on that, I have accepted the recommenda-
tions of the Register of Copyrights, so I think she can probably ex-
plain it more succinctly, and directly.

Ms. PALLANTE. Thank you for the question. So the Library, nei-
ther the Librarian nor the Register has the power to undo what
Congress has done. What Congress did was pass the Digital Millen-
nium Copyright Act——
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Mr. BisHOP. Right.

Ms. PALLANTE [continuing]. In 1998 which said no circumvention
ever. However, we will allow for a process, a rulemaking by which
in limited circumstances, based on evidence and hearings and writ-
ten commentary and research and not creating new law, you can
make exceptions.

Mr. BisHOP. Right.

Ms. PALLANTE. So two times previously, consumers were able to
come into those proceedings and make a case for unlocking cell
phones. What happened eventually was that the market adjusted,
which I think was one of Congress’ intents when passing the proce-
dure, and companies began to offer unlocked cell phones in the
marketplace in response.

So this time around we had no record to work with after a year
of hearings, administrative process under the APA and the Copy-
right Act. So the short answer is we did not have the authority to
make that exception. You are probably reading a lot about this in
the press, and what I would say is that the people that are writing
about it were not parties to the proceeding, so it is almost like peo-
ple are reading about a court opinion and saying I do not like that
outcome, and I would really like the court to change it, even
though they were not actually part of the proceeding, if that is
helpful.

Mr. BisHop. Well, the rules that were already in effect prior to
the October rule that was put into effect allow for

Ms. PALLANTE. It did, yes, because the market was different 3
years ago, and one of the clear rules that Congress put into the
statute was that this proceeding is de novo, you cannot take into
account the prior rulemaking. It is like it never happened.

Mr. BIsSHOP. So that is on us.

Ms. PALLANTE. It is. And if I may just say on that last point, that
is a critical comment because I think one of the other intents of
Congress is that this would serve as a bit of a barometer for things
that are really properly legislative and not for an administrative
rulemaking.

Mr. BisHOP. Thank you very much for that explanation.

Ms. PALLANTE. You are welcome.

SEQUESTRATION IMPACTS ON BLIND AND PHYSICALLY HANDICAPPED

Mr. BisHOP. My other question has to do with the Library for the
Blind, and the vision impaired. This is a very, very sensitive and
unique community, and I would like for you to tell the committee
how you are going to assure that that segment of our population
will be able to have access to the resources and the information
that the Library of Congress has been able to provide over the
years in light of sequester and with the budget reductions.

Mr. DizARD. Congressman, Karen Keninger, our relatively new
director of the National Library Service for the Blind and Phys-
ically Handicapped is here, so I would just like to introduce her,
then she can very capably respond to your question.

Mr. BisHOP. Thank you, thank you.

Ms. KENINGER. Thank you, Congressman. That is obviously an
excellent question. We have been looking at what we can do with
regard to the sequestration if it happens, and, unfortunately, the
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answer is that the bulk of our funding goes into the materials that
we send out to the people in the field, to our network of libraries—
books, magazines, machines, Braille, and talking books; and that is
where the cuts are probably going to have to come.

We plan to do 2,100 new titles in audio and 500 new titles in
Braille in a year, and we also have planned to convert 5,000 of the
35,000 or so books that we have on analogue tape that we do not
have yet in the digital format. We want to convert those to the dig-
ital format, and we will have to cut back on all three of those areas
if we are sequestered.

Mr. BisHOP. My reason for asking the question is because of the
unique population that is served there that is almost in a “help-
less” position. Wouldn’t it be in the public interest to establish a
priority so that the weight of the cuts would not necessarily fall
equally on that particular segment of the population that use that
because it is so vital? Rather than have the sequester or whatever
the reductions have to be fall on that segment of the vision im-
paired population that depends so much for those resources, per-
haps somewhere else in the Library’s budget can be cut a little
heavier to allow for the continuance of one Library for the Blind?

Ms. KENINGER. The National Library Service has an appropria-
tion of its own, and we certainly would like to see that remain as
it is. It is a separate line item.

Mr. DizARD. That is more directed to Dr. Billington and me, and
I will say point noted. We understand your point there.

Mr. ALEXANDER. We are going to move through a second round
of questions real quickly. Ms. Wasserman Schultz.

TELECOMMUTING PLAN IN CRS

Ms. WASSERMAN SCHULTZ. Thank you, and I am going to ask it
quickly. I have several, but I will submit those for the record, but
one of the ones that I would like a response for the record on is
to Ms. Mazanec. We went through a bit of a struggle with the pre-
vious administration at CRS on the telecommuting process, and
eventually the subcommittee essentially forced CRS to come up
with a telecommuting plan, and I would like you to respond for the
record and to me directly on how that is going.

Ms. MAZANEC. It is going well. We will give you more details.

Ms. WASSERMAN SCHULTZ. I would like to hear it from the per-
spective of your employees as well.

[Information provided for the record follows:]

The telework program at CRS is working is well. The terms of the three year
telework agreement that CRS management reached with the Congressional Re-
search Employees Association (CREA) on March 26, 2010, were applied to non-bar-
gaining unit employees as well to ensure that all eligible CRS employees were able
to enjoy the benefits of the program. The telework agreement with CREA has been
extended until March 26, 2014, and its terms will continue to be applied to non-
bargaining unit employees.

At the present time, approximately 51% of CRS staff who are eligible, or 264 CRS
employees, have been approved for telework. Of that number, 21 participate in
telework two-days per week. The vast majority of the remaining CRS staff are ei-
ther not eligible to participate in telework (e.g., managers and supervisors), or have
not requested telework. While there were initially some technology challenges, CRS
management has worked to ensure that the telework program provides flexibilities
for employees while ensuring that CRS can continue to meet its mission to serve
the Congress with timely and authoritative analysis, research, and information. In
the future, CRS hopes to upgrade equipment so that remote meeting capabilities are
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possible for teleworkers. Staff members, both bargaining unit and non-bargaining
unit employees appear to be very pleased with the program. This accounts for why
the telework agreement was extended for an additional year without a request by
CREA to renegotiate its terms. CRS has received positive feedback from CREA re-
garding employee satisfaction with the effectiveness of the telework program. All in-
dications are that staff members are appreciative of the additional workplace flexi-
bility and that they wish it to continue. We believe that the telework program pro-
vides work/life flexibility and has a positive impact on employee morale. For inclem-
ent weather or other types of urgent circumstances, CRS follows Library of Congress
policy and uses our existing episodic off-site work policy as set forth in the Collective
Bargaining Agreement, to approve off-site work for staff needing to complete an es-
sential project or work assignment.

SEQUESTER IMPACT ON YOUNG READERS ROOM

Dr. Billington, just checking on the Young Readers Room, and,
you know, all politics is local and parochial. How would the seques-
ter affect the hours of the or even the existence of the Young Read-
ers Room if at all?

Dr. BILLINGTON. Well, it certainly will not affect the existence of
it, and I should not think much the hours because we have people
working there, of course.

Ms. WASSERMAN SCHULTZ. Right.

Dr. BILLINGTON No, I mean, that is

Ms. WASSERMAN SCHULTZ. Good, good. I just want to make sure
just, you know, it is personal.

ACCESS ISSUES WITH TWITTER ARCHIVE

I want to ask you about the deal with Twitter because—which
is a remarkable deal to archive the Nation’s tweets for posterity.
I mean, that is one of the many unique things that the Library
does, and I do not think people realize but are necessary for future
generation of researchers. I mean, but they have got to be able to
access the billions of tweets. So there was a recent news article in
Business Insider that highlighted issues flagged by the Library and
researchers’ ability to search the vast database for scholarly work,
and so the article said that among the first 4 years of tweets, it
could take 24 hours to search. Is it cost prohibitive to improve the
search capabilities?

Dr. BILLINGTON. I will let Mr. Dizard answer that. I will just say
what we have been doing is trying to assess what the intrinsic
value of a lot of this material is, when you reduce it to 140 char-
acters. The big question that emerges, from the point of view of fu-
ture scholarly usage, is whether this is important if it remains as
bulk data that gives you some sort of quantitative measurements
that may mean very little because it is so vast. Or is it material
that uniquely expresses the fundamental ideas and thinking of the
American people and of the creative community in some ways? Our
processes have been narrowed down. Initially we said it could only
be used in house because outside access would involve enormous
expense. But I will refer to Bob Dizard because he has been pre-
siding over these discussions.

Ms. WASSERMAN SCHULTZ. Thank you.

Mr. DizARD. Right now we have 233 billion tweets. Just like for
any collection, the first priority is to acquire and to preserve. That
is not difficult from a technology point of view, it is not expensive.
We estimate we spent about %3174,000 in bringing those in. When
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you talk about access right now, it is cost prohibitive. If somebody
came in and said can I have this hour of this day, we could give
it to them. It could be hundreds of millions of tweets. It is not
meaningful. So the access has to be both meaningful and cost-effec-
tive, and for meaningful—

Ms. WASSERMAN SCHULTZ. You need a searchable database?

Mr. Di1zarD. You need searchable, some way to filter probably by
time period. So the 24 hours of searching was talking about 20 bil-
lion tweets from 2006 to 2010 using our current capacity.What we
are focusing now on—we put a white paper out publicly on this,
and we have gotten interest from technology companies—we are
just trying to, literally asking them to, help us in making this ar-
chive available in some meaningful way.

Ms. WASSERMAN SCHULTZ. Mr. Chairman, I just wanted to ask
that for the record because it is an innovative, important issue,
and, you know, a whole resource of information that hopefully we
will have an opportunity to be able to access in a meaningful way
in the future. Thank you.

CLOSING REMARKS

Mr. ALEXANDER. Okay. And we have some members that have
other committee hearings to attend.

Dr. Billington, we appreciate you being with us here today.
Thank you for the work that you all do, and we will see you later
this evening.

[Questions submitted for the record from Chairman Alexander
and Ranking Member Wasserman Schultz follow:]
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House Subcommittee on Legislative Branch Appropriations
Hearing on the Library of Congress Fiscal 2014 Budget Request
February 27, 2013

Questions for the Record
Chairman Rodney Alexander

LIBRARY WIDE ACQUISITION

Question. In March 2012, the Library’s Office of Inspector General issued a report concerning
the “Library Wide Acquisition Function”. This report contained many findings that were
reported in previous IG audits or memoranda, going back as far as ten years. The House
Legislative Branch Report (112-511) accompanying the FY 2013 Appropriations bill directed
that a top level manager, reporting directly to the Chief of Staff, be charged with addressing,
providing solutions, and bringing to closure all concerns of the IG report. The report states that
the Acting Director of the Office of Contracts and Grants Management worked closely with
Chief Financial Officer’s office to improve tracking of funding requirements and provide a
strategy to optimize the use of unobligated funds. Exactly how did the Library improve the
tracking of funding requirements?

Response. The Office of the Chief Financial Officer (OCFO) and the Acting Director of the
Office of Contracts (OCM) coordinated on a number of fronts. Throughout the fiscal year,
OCFO produced open commitment reports and reviewed them with the OCM Acting Director.
These review discussions focused on contract actions that appeared to be delayed. The Acting
Director used the information to focus attention on potential problem areas, discuss issues with
OCM staff, and identify mitigating strategies, involving all relevant parties, to ensure that
appropriate and timely action was taken.

Question. What strategies were utilized to optimize the use of unobligated funds?

Response: As the end of the year approached, the CFO and Budget Officer held regular
meetings to discuss the open commitment reports, with a special focus on potential problem
requisitions and related timing constraints that might preclude a final contract award by year end.
Strategic decisions were made about canceling problematic contract requisitions in order to free
up funding for other mission critical contract or funding needs for which execution was a
certainty. During the final two months of the year, the OCFO and OCM coordinated with the
Deputy Librarian and Library service units to identify high priority, unfunded program needs that
might be addressed with unobligated funds. The Executive Committee prioritized those needs,
and the OCM Acting Director coordinated with service units to prepare requisitions that could be
executed on short notice. Because of actions taken in fiscal 2012, all contract work was
completed three days before the end of the fiscal year.

Question. What is your new “budget system” and what part, if any, did it play?

Response: The new budget system, the LCBS, will serve multiple purposes, including bringing a
high level of detail, transparency, and standardization to the Library’s budget formulation and
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tracking processes. Among the more important system requirements is to produce an
acquisitions plan from the data recorded by service units in preparation of their spending plans.
OCFO and OCM are able to use the LCBS, including reports that reflect execution of contract
actions against Library spending and acquisition plans, to manage budget execution with a
significantly greater level of precision, to ensure appropriate and timely obligation of the
Library’s appropriated funds.

The Subcommittee wants to make it clear to the Library, and to all the agencies of the Legislative
Branch, that findings as the ones in this IG report still pending after a ten year period are not only
the responsibility of the agency but, also the individual IGs to work with the agencies to bring
issues to closure. We sincerely hope that you have addressed all the issues in this IG report.

BOOKS FOR THE BLIND AND PHYSICALLY HANDICAPPED

Question. The Subcommittee directed in fiscal year 2012 that the National Library Service
(NLS) for the Blind and Physically Handicapped to study the entire of mix of products and
services, examining how changing demographics are influencing the customer base and new
technologies offering new and different service alternatives. In September 2012 you provided a
report that addressed our concerns. NLS estimates that the number of patrons using Braille and
Audio Reading Download (BARD) will increase 150 percent over the next 5 years. What
specific steps will NLS take to expand BARD offerings, support patrons’ use of BARD, and
reduce production of digital talking book equipment and hard copy Braille books?

Response: Budget permitting, NLS plans to add 2,100 new audio titles and 500 new Braille titles
annually and convert approximately 5,000 audio titles annually to post on BARD and will open
BARD to receive digital audio and Braille materials created by network libraries and continue
adding music scores, instructional materials, and foreign language materials. To support patron
use of BARD, NLS will expand options such as adding a west coast server or alternative hosting
possibilities to allow for increased content and usage. NLS also will hire a specialist to help
network libraries cope with increased demand for technical support. Current digital talking book
equipment was designed to last longer than older cassette machines, thus requiring fewer
replacements and repairs. NLS is developing iOS and android apps for searching, downloading,
and reading NLS Braille and talking books and magazines, and some patrons are likely to use
commercially available devices as well as specialized third-party devices rather than the NLS
talking book machine, further reducing production demand. NLS also is exploring the
possibility of providing a Braille eReader to its patrons, allowing more widespread use of digital
Braille files. If this program is successful, the need for hard copy Braille production will
diminish.

Question. What do you see as the issues facing the regional libraries as NLS transitions to digita
downloads?

Response: Many network libraries lack the staff and expertise to provide technical support to
patrons using assistive technology to download NLS materials. They will have to upgrade staff
expertise and provide more staff time for this purpose. At the same time, network libraries will
have 1o continue providing traditional services to patrons who cannot use the download service
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because of a lack of equipment, technical knowledge, or non-visual skills. This population is
expected to increase significantly over the next decades, and anticipated funding and staffing
cuts necessitated by economic circumstances in the states will present further challenges.

Question. You plan to conduct a survey this year to gain critical information on possible
program improvements and how to perform better outreach to eligible non-users. What is the
time frame for starting and completing the survey? How will the survey reach potentially eligible
non-users? Can you give us the specifics about the plans for the survey?

Response: Data collection will take place from this month (March) until June 2013, with results
expected by late summer. The survey is being advertised through organizations serving eligible
individuals, and formal and informal social media outlets will be used to locate potential users
and their friends and families. The survey will offer online and telephone options and will gather
demographic information and feedback on patron satisfaction, patron and non-patron media
usage, and non-patron reasons for not using the NLS program.

COLLECTIONS AND SERVICES

Question. In 2013 the Packard Campus will build the tenth audio preservation room and
complete design of the final room. Is this facility not part of the Library Buildings and Grounds
and under the jurisdiction, regarding construction, of the Architect of the Capitol?

Response: The Architect of the Capitol (AOC) is responsible for the structural and mechanical
care of all Library of Congress facilities, including such facilities separate from Capitol Hill as
Ft. Meade and the Packard Campus. However, the work involved for the design and build-out of
parts of the Packard Campus is not general construction work of the type that requires separate
AOQOC funding or oversight. The construction of all 11 of the Packard Campus audio preservation
rooms was completed by the Packard Humanities Institute before the facility was formally
presented to the Congress and Library in 2007. Under the authority of its own appropriations,
the Library has been outfitting the interior of these rooms with specialized preservation
technologies and equipment and bringing them online one by one in the intervening years, as
funding has been available. This work involves procuring and installing preservation
equipment/systems and all necessary cables and wiring. This work has been and will continue to
be performed across a number of annual systems integration contracts, using funds from the
Packard Campus annual equipment funding, until all 11 audio preservation rooms are fully
outfitted.

Question. Who built the other nine? What was the cost of the other nine and who paid for them?
What is the cost of the tenth room and who will pay for it?

Response: The Packard Humanities Institute funded and completed general level construction of
the other nine Packard Campus audio preservation rooms before formally presenting the facility
to the Congress and Library. The Library, under the authority of the Library of Congress,
Salaries and Expenses appropriation, paid for procuring and installing preservation
equipment/systems and all necessary cables and wiring.
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Question. What authority does the Library have regarding construction?

Response: The Library has no authority to carry out construction. The Architect of the Capitol
is responsible for all construction related to Library of Congress Buildings and Grounds as well
as for other Library facilities work, including maintenance, repairs, operations, mechanical and
electrical infrastructure, HVAC, plumbing, painting, grounds maintenance, and snow removal.

COPYRIGHT OFFICE

Question. The Copyright Office utilized 369 FTE’s against a base of 439 FTE’s for fiscal year
2012. This is a reduction of 70 FTE’s or 16 percent. Why was there such a difference between
the spending plan and actual obligations?

Response: Since fiscal 2010, the Copyright Office has sustained decreases in both
appropriations and in fees it receives for services, including the fees it charges authors and other
copyright owners to register their works. To absorb these cuts, the Office has had to decrease
staffing levels ~ including making a dramatic cut of 44 individuals (i.e., over 10% of the entire
Office) as part of the VERA/VSIP program in early fiscal 2012. Understaffing across the
Copyright Office is negatively impacting core functions including administration of the national
registration program and the timely provision of expert policy advice to Congress and expert
assistance to executive branch agencies and the public. The Office will utilize the vacant FTEs
when fee receipts improve. The Office expects to receive more applications for registration, and
therefore more fees, as the economy improves. It also is in the midst of a fee study that would
raise the fee schedule for some services including registration, expected to result in a return of
fee income to the Office’s previous spending authority levels.

On a more global level, copyright registration and recordation programs together constitute the
world’s largest database of copyright information, in turn facilitating copyright transactions large
and small and helping to fuel the greater intellectual property economy. If the Copyright Office
is to continue to play a critical role in ensuring that copyright law can function in the
marketplace of the 21% century, it must pursue intelligent growth toward the base FTE ceiling in
key areas such as legal/policy analysis, IT systems development and in the registration program.

Question. How did this affect your ability to process Copyright registrations? Do you currently
have a backlog of registrations? If so, how many?

Response: The Copyright Office eliminated a claims backlog in fiscal 2011 that had
accumulated as a result of the transition to electronic processing begun in 2007. The Office has
experienced a steady growth in the volume of unprocessed registration applications since that
time, The increase, which correlates to staff reductions following budget cuts, will reach
unsustainable levels within 24 months if funding for new hires is not forthcoming. As of March
10, 2013, the Copyright Office has approximately 220,000 claims on hand. Claimants currently
wait on average 3 months for a registration certificate for claims filed online. The Office is
projecting further growth to 260,000-300,000 claims on hand by the end of fiscal 2013 if the
current trend continues, which could move processing time back to an average of 4-6 months for
claims filed online. The average wait was near 12 months at the height of the backlog in 2009.
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Carrying a backlog also slows the transfer of copyright deposits to the Library’s collection.

Registration is difficult in the digital environment because the ways in which copyright owners
create and disseminate their works is ever-changing, as are the court opinions that inform the
Office’s practices. For this reason, the Register is directing the completion of a 21™ century
compendium of registration practices, to ensure that the integrity of the registration process is not
compromised by shortcuts and to provide much-needed guidance to examining staff, the public
and the courts.

OFFICE OF THE LIBRARIAN

Question. The budget reflects that the fiscal year 2012 spending plan for the Office of the
Library with 344 FTE’s. However the actual obligations reflect utilization of 131 FTE’s. This is
a difference of 213 FTE’s or 62 percent. Why was there such a large difference between the
spending plan and actual obligations?

Response: The Library made a request in the fiscal 2013 budget justification to reduce the level
of authorized FTEs in the Office of the Librarian from 320 to 170 (~150). However the fiscal
2014 request reflects a full-year CR base for fiscal 2013; therefore, the Office of the Librarian’s
authorized FTEs remain at the fiscal 2012 level, considerably higher than actual usage.

Question. You state the budget system, administered by OCFO, will be fully operational in
fiscal 2013. Please explain what and how does this new budget system work? How is this
different, assuming you had one, from any system that you currently utilize?

Response: The Library of Congress Budget System (LCBS) is a database system for tracking,
reprogramming, and reporting on current year budget execution and projecting funding needs for
future years. The LCBS is designed to capture significantly greater levels of detail regarding
planned obligations, including the Library’s acquisition plan, adding transparency to base
spending plan allocations across the Library. In fiscal 2012, the Library’s fund managers were
tasked with entering into the LCBS their detailed base spending transactions, reconciling to the
fiscal 2013 Continuing Resolution base. When the fiscal 2013 budget is enacted, fund managers
will be required to realign detailed budget and spending data to their enacted budgets. The
capture of this level of detail will enable the Budget Office to track and analyze the migration of
the base at the summary and detail levels and to offer options to the Librarian in terms of how
base resources could be realigned in support of the Library’s most critical projects and
initiatives, as defined in the Library’s strategic and annual plans. This new database will provide
the Budget Office with the data necessary to conduct comprehensive analysis of the Library’s
base budget, a capacity that has been lacking until now because of the limited data capture and
analysis options offered by the series of linked spreadsheets that has been used until now.
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Questions for the Record
Ranking Member Debbie Wasserman Schultz

SEQUESTRATION

Question. In the Library’s sequester plan submitted to the Committee it described a reduction to
its mass deacidification program. Is all of the Library’s mass deacidification done through
contracts? How much are the contract(s) for mass deacidification each fiscal year? How many
contractors would be affected by the reduction in the mass deacidification program? If the
contractor cannot sustain its business due to the reduction, what is the Library’s plan to continue
with mass deacidification at any level?

Answer: All of the Library’s mass deacidification work has been done through contracts with
the company Preservation Technologies (PTLP). Books are deacidified at Preservation
Technologies® “Bookkeeper” facility near Pittsburgh, Pennsylvania, and manuscript sheets are
processed by contractor staff with equipment installed on site in the James Madison Memorial
Building. The table below shows actual and estimated costs over the life of this 30-year program.

Deacidification Treatment Fiscal 2002 - Fiscal 2012
{Dollars in Thousands}

Collecti Treated Total
Fiscal Year Books M ipts Obligati
2002 170,600 0 2,748
2003 215318 696,000 3,687
2004 209,064 1,218,500 4,681
2005 296,119 1,012,500 5,445
2006 298,826 1,069,500 6614
2007 292,648 1,086,000 5,581
2008 345,837 1,066,500 4,329
2009 325,830 736,500 6,284
2010 330497 1,365,000 5,444
2011 288,334 1,013,400 5,664
2012 258,087 846,900 6,681
2013-2032 $171,083
Total, Actual and Estimated Thirty-Year Mass $228,211
Deacidification Program Cost

Cutting the Library’s investment in deacidification by half would have a significant impact on
the economic viability of our contractor. The company has taken steps over the last few years to
diversify product offerings; however, it is likely that the company would be forced to scale the
business to a reduced level, radically paring back the number of staff that they employ at both
locations. The unit cost of treatment may rise beyond three percent per year resulting in less
material being treated at whatever level of funding the Library has for this program.

If the current contractor no longer provided any level of deacidification services, the Library
would need to look outside of the United States to a limited number of foreign based businesses
that may be willing to establish plants locally to meet the Library’s needs.
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Question. What will be the impact of sequester in FY 2013 on the Civil Rights History and the
Veterans History Projects?

Answer: The Veterans History Project’s fiscal 2013 continuing resolution base is $2.3 million,
and the estimated share of the sequester that would be applied to the program is $124,000. Staff
in the Veterans History Project will be furloughed for three days along with the rest of the
Library, and the difference between furlough savings and the sequester target will be achieved
primarily through curtailment of new staffing, printing & supplies, or contractual services. This
will result in diminished outreach to influence the collection of veterans’ interviews, a decrease
in collections submissions, and fewer collection materials processed and made accessible. The
fiscal 2013 continuing resolution base for the Civil Rights History project is $251,000, and the
estimated share of the sequester that would be applied to the program is $12,800. The entire
$12,800 will be addressed by scaling back the level of contractor support, notably in the areas of
digitizing existing and incoming collections, additional cataloging and processing and posting
information to the web portal. This will result in greatly diminished outreach and access to
unique and historically significant field collections.

Question. Please provide the copyright backlog for fiscal years 2010, 2011, and 2012 for the
record.

Answer: The table below shows total Copyright claims in process from fiscal 2010 through the
present, which shows the relationship between a decline in staffing and growth in the amount of
in-process work. .

Fiscal Year | Total year-end Claims in Process | Total Estimated FTE
2010 381,457 425
2011 195,204 425
2012 200,615 369
2013 219,632 364

! as of March 19, 2013

Questions for the Record
The Honorable C. W. Bill Young

POTENTIAL COST SAVINGS FOR IT REPAIRS AND UPGRADES

Question. In testimony to this subcommittee from the GPO, the GAO, the CBO, and the Library
of Congress, each division indicates a need for IT repairs and upgrades. Is there any attempt to
see if there are overlapping requirements for [T upgrades within the different divisions funded by
Legislative Branch Appropriations in an effort to achieve potential cost savings?

Response: The Library of Congress works with the other legislative branch agencies on shared
IT requirements through a number of forums. These include the Legislative Branch Chief
Information Officers (CIO) Council, the Legislative Branch Chief Information Security Officers
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(CISO) Council, the Alternate Computer Facility (ACF) board, and the Legislative Branch
Financial Managers Council (LBFMC).

The Legislative Branch CIO Council meets regularly to share IT best practices; identify and
minimize redundant applications and systems; promote regulatory compliance in security and
systems standards; and discuss procurement vehicles to obtain best pricing for IT hardware,
software and services. The goal is to inspire collaboration between Legislative Branch divisions
wherever possible, looking specifically for shared innovation opportunities where economies of
scale come into play. In some instances there is a direct cost savings; for instance, the Library
collaborated with other Legislative Branch organizations to upgrade our secure network, Capital
Network (CAPNET). In other instances the cost savings are less quantifiable though nonetheless
real; for example, the Library's Chief Information Security Officer (CISO) sits on the Legislative
Branch CISO Council, coordinating responses to cyber threats and protecting systems and
networks of the Legislative Branch.

Through the Legislative Branch Financial Managers Council, there is ongoing dialogue among
agencies regarding common budget and management issues, with the assessment of opportunitie:
to increase efficiency of paramount importance. One clear example of this is the aggressive
move of the Legislative Branch agencies to cross-servicing financial system support. The
Library of Congress has served as a cross-servicing provider of financial services to the
Congressional Budget Office, Office of Compliance, and the Open World programs for several
years. The Library’s goal is ultimately to provide financial system services for the entire
Legislative Branch. In 2010 the Library successfully implemented the conversion of the Capitol
Police financial system data into the Library’s financial system, Momentum, and the Architect of
the Capitol is completing an analysis to determine if a comparable cross-servicing arrangement
would result in efficiencies. Other services that the Library provides to Legislative Branch
agencies include disbursing functions; use of the Library’s financial reporting system;
accounting functions such as preparing financial statements; payroll processing; and help desk
support for processing documents in Momentum. In addition to financial services, the Library
provides cross-servicing support to the Office of Compliance and Open World for facilities, IT,
personnel, legal, custodial, acquisitions, and other services.
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FICE

OPENING STATEMENT—CHAIRMAN ALEXANDER AND OTHER
MEMBERS

Mr. ALEXANDER. Today we are going to hear the testimony from
the Congressional Budget Office. The CBO is requesting $45 mil-
lion for fiscal year 2014, 3.7 percent over the current CR. And of
course we all know that the financial picture does not look too
good, so we are struggling with that. We appreciate you being here
today. We look forward to hearing your testimony.

Ms. Wasserman Schultz.

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman.

It is good to see you, Dr. Elmendorf. I had the pleasure of inter-
acting with you during my absence on the committee, when I was
the Budget Committee in the 112th Congress, and it gave me a tre-
mendous appreciation of the scope and breadth of the work of CBO
and the expertise that you provide us with. So thank you so much,
to you and to your staff.

You know, you know more than most that we are operating in
a time of great uncertainty with the prospect of sequestration the
day after tomorrow. In fact, the impact of the sequester is an ap-
propriate topic for discussion today, as CBO, along with other agen-
cies yourself, face a 5 percent, roughly, decrease on March 1st. And
I am looking forward to hearing about the impact that the seques-
ter has, particularly not just on your own agency, but on the econ-
omy in general.

And lastly, I want to express appreciation to your staff, because
Congress has passed significant budget impasse legislation that im-
pacts the projections that your agency produces. Your agency, in
particular, has folks who toil anonymously and valiantly and really
provide a tremendous service. So if you could thank them for
us

Dr. ELMENDORF. I will.

Ms. WASSERMAN SCHULTZ [continuing]. Because we do not get to
always do that ourselves.

Thank you, Mr. Chairman. I look forward to Dr. Elmendorf’s tes-
timony.

Mr. ALEXANDER. Mr. Moran.

Mr. MoraN. We will hear from Doug, and then I will have some
questions.

Mr. ALEXANDER. Okay. Mr. Bishop, do you want to wait?

Mr. BisHopr. I will wait.

(129)
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Mr. ALEXANDER. Feel free to introduce any of your staff that you
might have, and your entire statement will be in the record. We
look forward to hearing your testimony.

OPENING STATEMENT—DR. ELMENDORF

Dr. ELMENDORF. Thank you very much, Mr. Chairman, Congress-
woman, members of the committee. I want to introduce Bob Sun-
shine, who is our Deputy Director; Joe Evans, our Chief Financial
Officer; Stephanie Ruiz, who is our Deputy Chief Administrative
Officer and heads up our Human Resources Unit; Deborah Kilroe,
who handles our communications; and Sandy Davis, who coordi-
nates our legislative affairs. And we are all happy to be here today
and have the opportunity to talk about our budget request.

You and we both face the challenge of trying to plan for fiscal
year 2014 when the funding for 2013 is still up in the air. As re-
quested, our testimony focuses on 2014, but we are happy to an-
swer any questions you have about the impact of sequestration or
other issues related to our 2013 operations. As you know, CBO’s
mission is to provide the Congress with budget and economic infor-
mation that is objective and nonpartisan, that draws on the best
new evidence as well as the lessons of experience, that is timely,
and that is clearly presented and explained.

We are proud of our success in doing that for 38 years, but we
are always looking for ways to do even better. We are proposing a
budget for fiscal year 2014 that would stabilize our staff at 235
full-time equivalent positions. That would be about 7 percent less
than the number funded in 2010, and in line with the number
funded between 2004 and 2008. Such a budget also would enable
us to catch up on some critical purchases of information technology
and other items that we need to defer this year under the funding
provided in the continuing resolution. Spending on non-pay items
we proposed for next year would still be 15 percent below what we
spent on average in 2008 through 2012.

Let me just show you, pass out figures. These are from the budg-
et request, but just so you have them in front of you as I continue
talking.

[The information follows:]
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FIEs Authorized for Fiscal Years 2002 Through 2014

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Notes: The 2013 figure represents CBQ’s estimate under the continuing resotution funding; the 2014 figure reflects CBQ’s request for

funding.

FTE = fuli~time-equivalent position.

Funding for Fiscal Years 2009 Through 2014

(Millions of dollars)

2009 2010 2011 2012 2013 2014
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Dr. ELMENDORF. If you look at the top figure, figure 1 shows our
staffing from 2002 through the level we propose for next year. As
you can see in that figure, our authorized staffing peaked at 254
FTEs in 2010 after the Congress approved significant increases in
our budget, primarily to enhance our ability to analyze potential
changes in healthcare policy while maintaining the capacity to pro-
vide cost estimates and reports on a full range of other topics. The
temporarily higher staffing enabled us to analyze particularly com-
plex issues and to provide substantially more estimates and reports
to the Congress. We achieved significant expansions or improve-
ments in our work on health care and financial analysis, the effects
of the budget on the economy and on jobs, on options for changing
mandatory spending in other areas.

However, constraints on CBO’s funding and of course on discre-
tionary appropriations as a whole caused our staffing to shrink in
2011, 2012, and this year, 2013. Figure 2 at the bottom of the page
shows that our funding in 2013 under the CR, $44.1 million on an
annual basis, is nearly 6 percent below our funding in 2010. That
cut, combined with small gains in average pay and rising costs of
benefits and other items during the past 3 years, has completely
reversed the increase in staffing that had been set in motion, as
you can see back in the top panel in figure 1.

Our request for $45.7 million for 2014 represents an increase of
$1.6 million or 3.7 percent from the funding we are receiving under
the CR for this year. With the requested funding our small agency
could provide a large amount of budget and economic information,
including our regular reports on the economic and budget outlook
over the next 10 years and the long run; roughly 500 formal cost
estimates; thousands of preliminary informal estimates for commit-
tees as they develop legislation; about 150 scorekeeping tabulations
for the Appropriations committees; and roughly 80 analytic reports
and other publications generally prepared in response to requests
from the chairmen and the ranking members of key committees.

However, we expect that even that output would fall considerably
short of congressional requests, despite extraordinary efforts by our
very talented and skilled staff. We cannot currently respond to all
of the requests we receive for estimates and other analyses. If, be-
cause of the tight budget constraints that we know you face, the
funding we receive for next year is less than we have requested,
then we would need to shrink further. For example, if our appro-
priation for next year equaled the amount provided by the CR for
this year, we would need to reduce our staffing because costs per
person are increasing and purchases of computers and other items
cannot continue to be deferred. Specifically, under that scenario, we
would finish next year with only about 220 full-time equivalent
staff rather than the 235 we requested. That would make CBO
smaller than it has been for any sustained period in at least 15
years.

Although we would consult with committees and congressional
leadership in order to minimize the impact on the Congress, that
further decline in our staffing from the current level would inevi-
tably reduce the number and extent of estimates and other anal-
yses that we could provide. Our written testimony lists some spe-
cific products that we might limit, delay, or defer indefinitely.
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In sum, CBO has been shrinking for the past 3 years and we now
have noticeably less capacity to provide information to Congress
than we did in 2010. Our proposed budget for next year represents
the amount that we believe will be necessary to avoid a further cut
in the budget and economic analysis we provide. On behalf of all
of us at CBO, we very much appreciate your support of our work
in this difficult budget environment and we look forward to con-
tinuing to serve the Congress as it makes decisions on the critical
issues facing our country. Thank you.

[The prepared statement of Dr. Elmendorf follows:]
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Mr. Chairman, Ranking Member Wasserman Schulrz,
and Members of the Subcommittee, thank you for the

opportunity to present the Congressional Budget Office’s
(CBO’s) budger request.

CBO requests appropriations of $45.7 million for fiscal
year 2014, That amount represents an increase of

$1.6 million, or 3.7 percent, from the $44.1 million

(on an annualized basis) provided to CBO under the con-
tinuing resolution for fiscal year 2013.

The increase would enable CBO to support 235 full-
time-equivalent positions (FTEs), which would be
roughly 7 percent less than the 254 FTEs funded in 2010
and in line with the FTEs funded between 2004 and
2008. The increase also would enable the agency to catch
up on critical purchases of information technology (IT)
and other items that are being deferred this year.

The proposed budget represents the amount that CBO
believes will be necessary to avoid a further reduction in
the information and analysis that the agency provides to
the Congress. If CBO received a smaller amount of fund-
ing for 2014, the agency would need to reduce its num-
ber of FTEs further. For example, an appropriation of
$44.1 million would support only about 225 FTEs, on
average, for the year, requiring the agency to shrink to
about 220 FTEs by the end of the year. Those numbers
are smaller than the number of FTEs being supported by
the same funding this year because costs per FTE are
increasing and purchases of IT and other items cannot
continue to be deferred. Although CBO would continue
to make every effort to serve the Congress as effectively as
possible, cuts in staffing of that sort would unavoidably
diminish the number and extent of estimates and other
analyses that the agency could produce.

CBO’s Funding History and Its
Effects on Staffing and Output

In a typical year, about 91 percent of CBO’s budget
represents compensation; another 6 percent is for IT
equipment and services; and the remaining 3 percent
goes to purchases of data, training, office supplies, and
other items. As a result, the contours of CBO’s budget
and the staffing levels of the agency have been and will
continue to be closely linked.

Berween fiscal years 2002 and 2008, the number of
authorized FTEs at CBO held between 232 and 235
(see Figure 1). During thart period, CBO’s budget
generally rose slowly, as federal employees received salary
increases and the cost of federal benefits increased.

For fiscal years 2009 and 2010, the Congress approved
larger increases in CBO’s budget to support a step-up in
staffing. That step-up was intended primarily to increase
the agency’s ability to analyze potential changes in federal
health care policy while maintaining its capacity to pro-
vide cost estimates and reports on other topics. In addi-
tion, some Members of Congress proposed a two-year
supplemental appropriation for CBO in 2009, which the
Congress approved. All told, CBO had sufficient funding
for 254 FTEs in 2010.

However, constraints on CBO’s funding (and on discre-
tionary appropriations as a whole) caused the agency’s
staffing to shrink in fiscal years 2011 through 2013. The
agency’s apptopriation for 2011 was roughly in line with
the total amount available to the agency for 2010, and
the appropriation for 2012 represented a 6 percent cut
from the 2011 amount (see Figure 2). The agency’s
appropriation for 2013 under the continuing resolution
represents a 0.6 percent increase (on an annualized basis)
relative to the funding in 2012,

Thus, CBO's funding in 2013 under the continuing reso-
{ution—$44.1 million—is nearly 6 percent below CBO’s
total funding in 2010—8$46.9 million. That cut, com-
bined with small increases in average pay and rising costs
of benefirs and other items during the past three years,
has required a drop in the number of FTEs to roughly the
level seen before the step-up in 2009 and the deferral of
critical purchases of IT equipment and services and other
things.

CBO'’s temporarily higher staffing in 2009 through 2012
enabled the agency to engage in analyses of particularly
complex issues and to provide substantially more esti-
mates and other analyses to the Congress. Among the
accomplishments that were facilitated by the increase in
staffing were the following:

W Significant expansion of health care analysis, including
greatly enhancing the agency’s cutting-edge model of
the nation’s health insurance system and estimating
the effects of dozens of proposals to fundamentally
change that system;
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CBO'S APPROPRIATION REGUEST FOR FISCAL YEAR 2014

Figure 1.

FEBRUARY 2013

FIEs Authorized for Fiscal Years 2002 Through 2014

275

250

2002 2003 2004 2005 2006 2007

2008

2009 2010

2011

2012 2013 2014

Notes: The 2013 figure represents CBO's estimate under the continuing resofution funding; the 2014 figure reflects CBO's request for

funding,
FTE = tuli-time-equivalent position.

W Substantial enhancement of financial analysis, includ-
ing making estimates of the budgetary effects of the
Troubled Asset Relief Program, the activities of Fannie
Mae and Freddie Mac, and (on a fair-value basis) all
major federal credit programs;

B Considerable imp; in modeling the ec
i effects of fiscal policy, including reviewing key param-
eters of the agency’s models with outside experts and
producing niumerous estimates of the effects of pro-
posed policy changes;

B Issuance of several reports with options for ch

B Continued high quality of the agency’s analysis of
numerous other topics, including economic and bud-
get projections, hundreds of formal cost estimates, and
thousands of informal cost estimates.

CBO’s Funding Request and Its
Consequences for Staffing and Output
In fiscal year 2014, CBO will continue its mission of pro-
viding objective, insightful, timely, and clearly presented
budgetary and economic information to the Congress. To
fulfill that mission, CBO requests $45.7 million in fund-

transfer programs—including Disability I e,
I~ 1 1 Security' Lh: (4 1 1
Nutrition Assistance P and u loyment

insurance—and analysis of the effects of taxes and
transfers on people’s incentives to work;

B Significant gains in the transparency of CBO’s analy-
sis, including reports on the agency’s estimates regard-
ing oil and gas leasing, the compensation of federal
workers, the impact of tax rates on the fabor supply,
and the effects of health care subsidies; and

& of $1.6 million (3.7 percent) from'the
$44.1 million (on an annualized basis) provided under
the continuing resolution for fiscal year 2013. That
amount would allow CBO 1o return to the number of
FTEs authorized between 2004 and 2008, which is still
7 percent below the peak in the authorized number
reached in 2010. That amount of funding would also
allow the agency to catch up on purchases of IT and
other items that are being deferred this year, although
spending on nonpay items would still be 15 petcent
less than the agency spent, on average, from 2008
through 2012.
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CBO’S APPROPRIATION REQUEST FOR FISCAL YEAR 2014

Funding for Fiscal Years 2009 Through 2014

{Millions of dollars}

2009 2010 2011

2012 2013 2014

The requested amount of funding would allow CBO to
provide the following estimates and other analyses to the
Congress:

W Reports on the economic and budget outlook, analy-
ses of the President’s budget, long-term budget projec-
tions, and options for reducing budget deficits;

B Roughly 500 formal cost estimates, most of which will
include not only estimates of federal costs but also
assessments of the cost of mandates imposed on state,
local, and tribal governments or the private sector;

B Thousands of preliminary, informal cost estimates, the
demand for which is very high as commitrees seek to
have a clearer picture of the budgetary impact of pro-
posals and variants of proposals before they formally
consider legislation;

W About 150 scorekeeping tabulations, including
account-level detail for individual appropriation acts
at all stages of the legislative process and summary
tables showing the status of discretionary appropria-
tions (by appropriations subcommittee) and running
totals on a year-to-date basis; and

B Roughly 80 analytical reports and other publica-
tions——generally required by law or prepared in
response to requests from the Chairmen and Ranking
Members of key committees—on a broad range of
topics, including health care, policies for increasing
economic growth and employment, energy policy,
changes in benefit programs, infrastructure, defense
policy, and the government’s role in the financial sys-
tem.!

CBO expects that this anticipated volume of estimates
and other analyses will fall considerably short of the num-
ber of Congressional requests. The increase in CBO's
staffing set in motion scveral years ago has now been
completely reversed, and it would not be reinstituted
under this budget request. Meanwhile, the demands on
CBO have not declined: The enactment of major health
care legislation in 2010 has been followed by a large num-
ber of other proposals for changes in federal health care
programs, and it has made the agency’s analysis of many
such proposals more complex. In addition, the duration
of the economic downturn has generated grea interest in
the agency’s economic forecasts and in policies that might

1. In each of the past few years, CBO has produced nearly 100 ana-
Iytical reports and other publications. However, the cutback in
staffing that has occurred since 2010 means that the agency
expects to publish fewer reports in the future.

3
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boost economic growth and employment in the near
term and the longer term. Moreover, the surge in federal
debt and the high level of projected deficits have led to
ongoing Congressional efforts to enact fundamental
changes in spending and tax policies, which have strained
the ageﬂcy,S resources ln milny areas.

As a result, even if the requested amount of funding is
provided for fiscal year 2014, CBO expects that it will

continue to be unable to analyze many legislative propos-

als that are sent to it by Members of Congress, to
promptly complete all of the in-depth analyses of issues
that are requested by committees, and to improve its
modeling as much as would be desirable to capture the
many channels through which legislative proposals can
affect the federal budget and the economy. CBO regu-
fatly consults with committees and Congressional Jeader-
ship to ensure that its limited resources are focused on the
work that is of highest priority to the Congress.

1f the funding provided to CBO for 2014 fell short of the
requested amount, then the agency’s ability to satisfy
Congressional demands would be weakened further. For
example, if CBO’s appropriation equaled the (annual-
ized) amount provided by the continuing resolution for
2013, the agency would need to reduce its FTEs to about
225, on average, for the year. That number is smaller
than what can be supported by thar same funding this
year because costs per FTE are increasing and purchases
of IT and othet items cannot continue to be deferred in
the coming year. Moreover, because the agency would
begin the fiscal year with a larger number of FTEs, aver-
aging 225 FTEs for the year would require curting FTEs
to abour 220 by year-end. By comparison, the agency has
had more than 225 FTEs in nearly every year since the
mid-1990s. Thus, if the funding provided to CBO for
2014 was significantly less than the requested amount,
the agency would become smaller than it has been for any
sustained period in more than 15 years.

Although CBO would do its best to minimize the impact
on the Congress of a drop in staffing, a further decline
from the current level would inevitably lead to a reduc-
tion in the number and extent of estimates and other
analyses that CBO could provide, Depending on furure
staffing levels, CBO, in consultation with the Congress,

might need to make some or all of the following changes:

B Scale back some regular products—by, for instance,
producing the fong-term budget outlook less ofren
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than annually {and thereby returning to the less fre-
quent cycle that had been in place before the past few
years);

Limit further the number of alternative legislative pro-
posals for which estimates can be provided to commit-
tee staff on a timely basis;

Limit the number of estimates of the long-term effects
of policies, especially the effects of changes in health
care programs on the budger and on beneficiaries;

Delay estimates of alternative approaches to control-
ling federal health care spending, including the effects
of restructuring payments to providers in the fee-for-
service portion of Medicare and of converting
Medicare to a defined-contribution system;

Defer indefinitely analysis that the agency has just
begun of the effects of changes in payments to health
care providers——under current law and legislative pro-
posals—on the amount and nature of health care that
is received;

Delay or limit estimates of the cost of federal credit
programs on a fair-value basis;

Limit analysis of the macroeconomic effects of
changes in fiscal policy, including tax reform and
alternative ways of reducing projected federal debt;

Delay improvements in the agency's estimates of the
effects of tax and transfer programs on people’s partic-
ipation in the labor force and on earnings;

Defer indefinitely analysis of some key international
economic issues, such as the implications that global-
ization and expanding foreign economies have for
U.S. policy;

Limit analysis of the implications of cuts in the
defense budger for the capabiliries of the armed forces;

Delay analysis of policies to promote long-term
economic growth and income mobility; and

Limit opportunities for training and other profes-
sional development for CBO staff, which would hin-
der the agency’s ability to attract and retain a highly
skilled workforce.
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Moreover, if CBO continued to be forced to reduce its
staffing quickly, then the agency might have some notice-
able weak spots in its basic capabilities during the next
few years. Some key positions are already going unfiiled,
and additional losses through attrition would undoube-
edly not line up well with the places where the agency
could most afford diminished resources.

The requested funds would be used as follows:

W $31.3 million for pay of personnel—an increase of
$0.7 million (2.2 percent) relative to the amount
provided under the continuing resolution in fiscal year
2013, to support two additional FTEs devoted to ana-
lyzing health care issues and to cover the cost of lim-
ited performance-based pay increases;
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B $10.4 million for benefits of personnel—an increase
of $0.2 million (2.1 percent) relative to the amount in
2013, to fund an increase in the cost of federal bene-
fits; and

B $4.0 million for other purposes—an increase of

$0.8 million (23 percent) above the amount available
in 2013 to fund purchases of IT, data, training, and
other items. (The 2013 amount was kept unusually
low-—about 30 percent below the agency’s average
spending for such purposes during the preceding five
years; updates of IT equipment and services and of
data cannot be deferred again without significantly
hampering the agency’s ability to fulfill its mission.)

In closing, I would like to thank the Committee for the
support it has provided CBO over many years, enabling
the agency to carry out its responsibilities to provide bud-
getary and economic information to the Congress.
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Mr. ALEXANDER. I was going to ask you about sequestration, but
we have had enough of that, haven’t we?
Ms. Wasserman Schultz.

SEQUESTRATION IMPACT ON JOBS

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman. I only
have one question, because I think Dr. Elmendorf’s testimony on
the impact of the sequestration and the recent year budget cuts
have had on his agency’s ability to serve Congress, I mean, I think
it is hard to think of an agency in the legislative branch that is
more critical in challenging economic times that we give the ability
to do the work that we need them to do, so we can make the most
informed decision.

So, Dr. Elmendorf, I want to ask you a substantive question.
During your testimony in front of the House Budget Committee it
was reported that you said the across-the-board spending cuts
scheduled to take place this Friday would eliminate 750,000 jobs
in this country in 2013. Can you elaborate on that assessment a
bit? And what about in 2014, and 2015, if we allow sequester to
force us into long-term cuts? Do you anticipate the economy con-
tinuing to shed jobs in the future years if we do not stave off se-
questration?

Dr. ELMENDORF. So, Congresswoman, we have estimated that the
total amount of fiscal tightening occurring this year will reduce the
rate of economic growth over the course of 2013 by about 1.5 per-
cent. So we are projecting growth of 1.5 percent roughly in real
GDP. We think it would be 1.5 percentage points faster were it not
for the fiscal tightening. That tightening arises partly from the in-
creases in taxes, the expiration of the payroll tax cut, and the high-
er tax rates on higher income people, and partly from the seques-
tration cuts that are about to take effect.

For the sequestration part alone, we think that those cuts will
reduce government spending and household spending in ways that
would take about 0.6 of a percent off the level of GDP at the end
of this year and reduce the level of employment at the end of this
year by about 750,000 full-time equivalent jobs.

That occurs basically because when the government is spending
less money over a short period of time with the economy in the
fairly weak state it is in, and with the Federal Reserve really un-
able to provide much more direct stimulus itself, the withdrawal of
Federal spending or, as I said as well, the increase in taxes, take
money out of the spending stream, essentially, and reduce the de-
mand for business services.

At the same time, of course, if one allows the debt to rise inex-
orably, that has very large economic effects in the medium term
and long term. But the tightening we think matters a lot this year,
and our view about that is not idiosyncratic with us. I think a wide
number of private forecasters have weighed in with estimates that
are similar to ours. We have not done estimates of this particular
effect beyond this year, so I do not know what those effects would
be.

Ms. WASSERMAN SCHULTZ. So if we replace the sequester with
targeted spending cuts and closure of tax loopholes and took a bal-
anced approach to deficit reduction, what would be the difference
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compared to just the straight impact of sequestration? Would you
anticipate the same impact on jobs and the speed or slowness of
our recovery?

Dr. ELMENDORF. Yes. So we think if the sequester were taken
away and a comparable amount of fiscal tightening was put in
place after this year, then we think that would add about 0.6 of a
percentage point. The GDP growth this year would add about
750,000 jobs by the fourth quarter of this year.

The precise effects in the following years would depend on the
nature of the other policy changes that were made and would de-
pend on the timing of those policy changes, but as long as the same
amount of deficit reduction was achieved so that the Federal debt
by some year in the future was no different because of the sort of
swap you are discussing, I think, as long as that level of debt was
the same in the future, then economic output and income could be
the same from that point forward in the future. It is the transition
path from here to there that would vary depending on just the
changes——

RECOVERY USING PURELY CUTS ONLY VERSUS BALANCED MIX

Ms. WASSERMAN SCHULTZ. And what is your view on the impact
on the recovery if you take a purely cuts-only approach versus a
more balanced mix of spending cuts and revenue?

Dr. ELMENDORF. We do not have a good general answer for that
question. It depends on specifics. When we have done analyses be-
fore on alternative policies for spurring economic growth, some of
the policies with the largest bang for the buck, if you will, have
been changes in government spending and some have been changes
in taxes. It depends mostly on who ends up with the money and
how much of it is spent in the short term. So changes in policy that
have a budget cost of a dollar that lead to a dollar’s change in
spending have the biggest effect on the economy. Changes in gov-
ernment policy where there is a dollar of change in the budget
there is less than a dollar that is spent because people maybe save
the money, that does not buy much food in the short term. Again,
in the long term, things are quite different, but in the short term
economic situation that we find ourselves in, it is mostly a matter
of how much the money gets spent by the government, or by house-
holds, or by businesses.

Ms. WASSERMAN SCHULTZ. Thank you.

That is all, Mr. Chairman.

Mr. ALEXANDER. Mr. Moran.

Mr. MORAN. Thank you, Mr. Chairman.

NO MONEY FOR DISCRETIONARY SPENDING

Dr. Elmendorf, I appreciate your service and the service that
CBO provides the Congress, because you enable us to make more
informed judgments. So I really do not have any problem with your
budget request, and to the extent I could make up for the sequester
and increase it, I would do so. But that is not a possibility. The se-
quester is going to take place. Now, it may very well be sustained
for some time to come.

But what I would like to ask you to kind of refresh my memory,
at what point, assuming that there is no change to the structure



142

of Social Security and Medicare, and even Medicaid, and at tradi-
tional interest rates, at what point does total revenue equal total
expenditures devoted to those categories alone? In other words, no
money for discretionary spending?

Dr. ELMENDORF. So, Congressman, I brought my other notebook
today.

Mr. MORAN. Okay.

Dr. ELMENDORF. About budget and economic outlook. But I be-
lieve that spending on Social Security and the major healthcare
programs and net interest together would start to exceed total rev-
enues by some point later in the coming decade. I do not know ex-
actly when. We can look that up.

Mr. MoORAN. Okay. It is the next few years, but it is taking ma-
jority of it now. So unless there is new revenue coming in, or a
change in the structure of those programs, then there will be no
money for discretionary programs.

Dr. ELMENDORF. Yes, I mean, of course the Federal Government
can borrow money, but there will be no money coming in, in reg-
ular receipts, at that point, yes. I think that is right, Congressman.

INTEREST RATES AND PAYMENTS

Mr. MoRrAN. Now, assuming that QE2 is eased out, that interest
rates at some point have got to go back to their normal equi-
librium, how much in interest are you projecting within the short
term? You must have these numbers at the top of your head.

Ms. WASSERMAN SCHULTZ. Note to self: Bring both books.

Dr. ELMENDORF. I usually bring one book.

Mr. MORAN. Because they are about 7 percent or so now, are
they not, of the budget?

Dr. ELMENDORF. We project that interest rates, which are, as you
know, extremely low right now, will return to more normal levels
within several years. And that increase in interest rates, combined
with the tremendous amount of outstanding government debt that
we have, leads to a real surge in interest payments, so that by the
end of the decade that these projections for interest payments
would be nearly the largest share of GDP that they have been in
50 years. They are about $200 billion today, and they would be
more than $800 billion by the end of the decade.

Mr. MORAN. So by the end of the decade interest payments alone
would be $800 billion. So that will be about 14 percent or so of the
budget. It will be a little more than half what it is now. And the
so-called entitlement programs, they are going to represent—do
you have that in your handy notes there—they are going to rep-
resent more than 75 percent of the budget, close to, some people
say, close to 100 percent of the budget.

Dr. ELMENDORF. So the mandatory spending category projection,
which is Social Security, and the healthcare programs, and a num-
ber of means-tested programs, and other programs, that mandatory
spending is and will be about two-thirds of total Federal outlays.
But that is the part that is growing, as you know, and under cur-
rent law, discretionary spending would fall to a lower share of the
economy than it has been at any point in 50 years, as far back as
we have been collecting numbers on that basis.
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Mr. MORAN. I think that is pretty much at that level now. I am
just trying to figure out in the long term since we have you, you
know, it is a little like you get together with your classmates and
you ask the lawyers for free legal advice and the docs for free med-
ical advice. It seems to me that this is more important to us than
the actual budget itself, to get this insight. So there really is no al-
ternative but to increase revenue or to restructure some of the so-
called entitlement programs. That would be a conclusion of the
numbers that you have in front of you.

Dr. ELMENDORF. I think that is correct, Congressman. Of course,
the correct level of discretionary spending is a matter of judgment
for you and your colleagues and that can be moved up or down, but
given how low it is already on track to be relative to decades of our
historical experience, and given the remaining gap between spend-
ing and revenue, it is hard to see my way of putting a debt on a
sustainable path that does not involve increases in taxes on a
broad group of Americans or cuts in spending programs.

BALANCING THE BUDGET AT THE EXPENSE OF DISCRETIONARY
PROGRAMS

Mr. MORAN. Increases on the middle class, in other words, per-
haps more than the 2 percent.

Dr. ELMENDORF. Yes, Congressman, I think that is right.

Mr. MORAN. So what I am getting at is, and I appreciate the
chairman’s indulgence here, what I am getting at, if you were to
eliminate the discretionary, or try to balance the budget at the ex-
pense of the discretionary programs, which is what we are trying
to do now, has there been any analysis of what the long-term im-
pact will be of reduced investments in physical infrastructure, in
the human infrastructure, say education, training, and particularly
in the research and innovation? In other words, actually you can
say most of the innovative aspects of our growth periods have come
from basic research and originally generated by the Federal Gov-
ernment, whether it be the Internet or GPS or et cetera. You could
go all the way back to Alexander Graham Bell and his Federal
grant.

So has there been any analysis of what the impact of the squeez-
ing out of the discretionary investment portion of the budget would
cost?

Dr. ELMENDORF. We are doing work right now, Congressman, on
both Federal investments and on Federal policies to spur innova-
tion. And there is some overlap, of course, on those topics, as you
say. About half of non-defense discretionary spending can be
viewed as an investment either in physical capital, like highways,
or what economists call human capital, education and training for
people. Almost half of non-defense discretionary spending can be
invested in one of those sorts. And we are trying now to assemble
the evidence on the impact of that investment on economic growth
on incomes over time. As you know, certain aspects of that invest-
ment have been absolutely critical to fostering economic growth.
Other parts of the investment have had fairly low returns because
of not being well-targeted investments.

So it is difficult, I think, to make broad assessments. The CBO
has looked at the topic before. There has not been a sort of single
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number that has come out of that as the return, but we are digging
at that again right now. I think you are right that the path of dis-
cretionary spending under even the basic caps of the 2010 law, and
even more so under the reduced cap level that would occur under
current law, that part of the Federal budget is being squeezed in
a historically tight way, and there will be consequences, we expect,
for those investments, and thus for the economy in the future.

Mr. MoRAN. Well, I think that analysis would inform all of cur-
rent debate, and I appreciate the fact that you are pursuing it. And
we would love to see it as soon as it is done.

Thanks, Mr. Chairman.

Mr. ALEXANDER. Mr. Harris.

SPENDING CONTROLS VERSUS BALANCED APPROACH

Mr. HARRIS. Thank you. Thank you very much for being here
today. Let me just follow up on a couple of things. With regards
to the effect of spending controls versus a quote, “balanced ap-
proach,” do I take it you are agnostic on that, on the effect, that
you believe that it could, in fact, be exactly the same effect?

Dr. ELMENDORF. So we are agnostic on the differences when stat-
ed in that general sense. For specific sets of policies we have done
analyses now for a number of years on different specific poli-
cies

Mr. HARRIS. Let me ask you very specifically then. Does it make
a difference whether you increase a tax rate or you increase taxes
by quote, “closing loopholes”? I mean, if the same dollar is taxed,
does it appear to make a major difference?

Dr. ELMENDORF. It can make a substantial difference. It depends,
again, on just what is done, but in general, raising tax rates on the
return to work, or the return to saving, will tend to reduce the
amount of work or the amount of saving itself. Broadening the tax
base by taking away some loophole may or may not have that sort
of effect—depends on what is done. In some cases, broadening the
tax base, taking out a so-called loophole, can reduce an economic
distortion. In other cases, though, it can amount to imposing a tax
on work and saving

Mr. HARRIS. For capital investments, for instance, that might im-
pact negative.

Dr. ELMENDORF. Yes.

Mr. HARRiS. That is what I gathered. Your numbers that go
from, you know, our current interest, which I guess is somewhere
around $230 billion, $240 billion a year, up to $800 billion by the
end of the decade, is the assumption of a glide path to balance at
any point or is the current budgetary assumptions—I mean, do you
assume that sometime in the future our budget will balance, or are
you assuming it will never balance?

Dr. ELMENDORF. Our projections follow current law. So under
current law, balance is not achieved.

Mr. HARRIS. Okay.

Dr. ELMENDORF. In fact, debt starts to rise again as a share of
the economy by the end of the coming decade.

Mr. HARRIS. So given that, and the fact that we are unclear
whether spending control versus taxes, then the discussion really
revolves around what size of government spending relation to GDP
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you are going to have, basically, because there are two separate
paths. If you control spending you are going to bring down the gov-
ernment-to-GDP ratio; if you do it by tax increases, you are going
to r}rllaintain or it could increase depending on what your spending
path is.

Dr. ELMENDORF. So as you know, right, the amount of govern-
ment borrowing is really the gap between spending and taxes, and
that gap can be narrowed through reductions in spending or in-
creases in revenues, and those different ways of narrowing the gap
can have different economic effects. And for specific policies we do
estimates of how those policies matter. But I am trying very care-
fully to avoid general statements about how changing spending or
changing taxes is good or bad because it depends on what taxes
you are changing and, as this discussion suggests, on what kind of
spending you are changing.

CBO PAY INCREASES

Mr. HARRIS. Thank you. Two very brief questions here. Your tes-
timony says there were small increases in average pay between
2010 and 2013 in CBO. Now, between 2010 and 2012, the average
Federal employee got 6 percent increase in pay. Is that similar to
the increases that you have within CBO between 2010 and 2012,
or you can get me that information.

Dr. ELMENDORF. I am not sure. I think that is roughly right, but
I think we would have to check.

Mr. HARRIS. Because although we hear that there have been no
pay increases, and your testimony is there actually have been aver-
age pay increases.

Dr. ELMENDORF. Yes, that is right, Congressman.

SGR SCORING

Mr. HARRIS. Thanks. The last thing of particular interest to me
because I am a physician is that this change in the SGR scoring
that occurred, this phenomenal change between November and
February. In 4 short months it went from $244 billion 10-year cost
to $138 billion. Now, I am just intrigued by this. Can you give me
any insight into how we could have been so far wrong in Novem-
ber, or how we could be so far wrong now? Because one of those
two is, you know, does the truth lie somewhere in between, or do
you believe this last estimate is a good, firm estimate?

Dr. ELMENDORF. So every time we give the Congress an estimate
we aim to make that our best current estimate. What happened in
this particular case is that we brought down the projected path of
Medicare spending, leaving aside the SGR issue. Just in general,
it looked to us after the past few years of slow cost growth in Medi-
care that the more accurate projection of future Medicare spending
would be a lower path. And we have done this now for the last few
years with lower growth observed in the Medicare program and in
other parts of the healthcare system—we brought down the pro-
jected growth in Medicare spending, in Part A for hospitals and
Part B for doctors and Part D for drugs.

What that means then is that the SGR, which is meant to be a
restraint on that, has less restraining to do, in a sense, so to reach
the SGR target relative to this new baseline, there is less tight-
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ening, less reduction in payments that would be accomplished by
the SGR. And therefore, loosening the constraints of the SGR is not
as costly as otherwise because there is less going on.

So it looks very large for the SGR effect because it amounts—you
know, we took down spending a little bit in a way, but that is all—
but since the SGR is trying to achieve something relative to that
basic projection, that little reduction in the baseline ended up being
a very large amount.

Mr. HARRIS. Ten years out. And that is exactly my point, because
I guess what the estimate is based on is that the latest current
trend in the decrease and the increase in healthcare spending is a
long-term trend and not similar to other short-term trends. So it
depends on what two data points. If you use the last few years, yes,
it appears worse, but we saw the same thing in the early 1990s,
as I recall as well.

Dr. ELMENDORF. Yes. So we have not assumed that this slow-
down will last forever. We have assumed it will last somewhat
longer. It seems to have begun. We think that part of the slowdown
in growth is due to the recession and the loss of wealth and slow
income growth, but we think that a substantial part of the slow-
down is not just recession related. We can see this in all three
main parts of Medicare. We see this in Medicaid. We see this in
the private healthcare system. It seems to have begun before the
recession. So something else seems to be going on to us, but what
is very unclear is how long that will last.

Relative to what we projected in the spring of 2010, actual Medi-
care and Medicaid spending in 2012, we are about 5 percent less
than we thought. Over the course of the past few years we have
therefore marked down spending in 2020 by about 15 percent to
both programs. So we have extrapolated the slowdown to some ex-
tent, but we do not assume it will last at this very low level of
growth indefinitely. We are trying to give you projections that are
in the middle of a very wide distribution of possible outcomes.

Mr. HARRIS. I like your projections.

Thank you very much, Mr. Chair.

Mr. ALEXANDER. Mr. Fortenberry.

FISCAL POLICY

Mr. FORTENBERRY. Thank you, Mr. Chairman.

Welcome, Dr. Elmendorf. You wanted to talk about your budget,
but that is not what we want to talk about.

Dr. ELMENDORF. I did, but okay.

Mr. FORTENBERRY. A couple of quick points. One is, you men-
tioned that the effect of increased taxes and these possible spend-
ing reductions would have about a negative 1.5 effect, or negative
multiplier, I guess, if you will, on the economy. I think that is an
accurate statement based upon some international experience and
recent data that I saw in that regard. But you did underemphasize
the impact on long-term economic well-being by taking short-term
measures to actually move us onto a better trajectory towards fiscal
sustainability. So you do also have international models out there
that are showing that, yes, short-term multiplier effects are more
negative with cuts than originally anticipated, but long-term im-
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pacts measured by other forms of economic well-being are substan-
tially better.

Dr. ELMENDORF. Congressman, you are absolutely right. I do not
think we have written a paragraph about the short-term effects of
fiscal policy in the last 4 years that I have been at CBO without
also mentioning in that paragraph or the next one that there are
very important medium-term and long-term effects of fiscal policy
as well. And everything that we have done about different ways of
spurring the economy in the short run through lower taxes or high-
er spending has emphasized that unless those changes are offset by
other changes later in this decade that the economy will be weaker
than otherwise.

We released together with this report, our outlook, released a few
weeks ago. We released another report that looked at alternative
paths for the deficit. And the ones that have lower taxes and high-
er spending in the short term were good in the short term but were
bad in the long term. And we emphasized both those points in pre-
senting that information.

Mr. FORTENBERRY. So it is a philosophical question as to how you
are going to take your bitter medicine.

Dr. ELMENDORF. So I think that is partly true, Congressman. But
also there is a question about what the right timing of deficit re-
duction is. And when we have written reports about that, of course,
we do not make policy recommendations, but we have written
about a number of criteria that you and your colleagues could
apply, and there are tradeoffs in most of those criteria. And the
tradeoff in the timing of deficit reduction is that the quicker that
changes take effect, the less time that households and businesses,
state and local governments have to react, and the bigger the hit
on the economy at the point when it is already only growing slowly
and the Fed cannot do much more. On the other hand, the longer
you wait the more the debt accumulates and probably the more
doubt there would be about whether those later reductions would
actually take effect. And I am simply quoting to you things we
have written on many, many times about that kind of tradeoff.

Mr. FORTENBERRY. It is a fair point.

Dr. ELMENDORF. And I think that is up to you and your col-
leagues to decide.

FRAMEWORK OF CBO ANALYSIS

Mr. FORTENBERRY. Let me ask you a couple other questions that
relate to the framework for your analysis. Go back and trace the
history of why you do 10-year projections. This is very confusing
when you try to—the media reports on something that we are pull-
ing out of our data here, but it is not relatable to ordinary life
when you are looking at 1l-year types of impacts. So explain the
history of why that framework is used. Is it still appropriate?
Would you recommend changes to the types of analysis that you
undertake?

There used to be a phrase around here that we needed more dy-
namic scoring models built in. When you were answering Mr.
Moran’s question, you came, seems to me, to be dangerously close
to the whole concept of dynamic scoring by talking about a decline
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in the investment that certain types of spending actually mean. So
I would like your perspective on that and then I want to conclude.

Dr. ELMENDORF. Okay, so you raised two different issues, I
think. One is the timeframe and the other was what sorts of behav-
ioral responses that should be taken into account.

Mr. FORTENBERRY. Both go to the underlying set of working
premises that set up your analytical framework.

Dr. ELMENDORF. For many years I think CBO’s baseline projec-
tions focused on 5-year periods, then there was a point maybe 15
years or so ago when this horizon was pushed out to 10 years. I
think that was in response to interest from the Congress in seeing
how policies that were being set in motion would affect the budget,
not just over the next 5 years, but beyond that. I think in par-
ticular, at the time, there were questions about balancing the budg-
et a certain number of years into the future, and to understand
whether policies would do that, you or your colleagues, or our pred-
ecessors wanted to see budget projections that went out that far.
So I think there is a very strong interest in our showing projections
10 years ahead.

In fact, there has been growing interest in the last 4 years that
I have been at CBO in projections beyond the decade, and we have
emphasized over and over again that our projections, and you know
this well, Congressman, our projections are very uncertain for this
year and more so for 5 years, and even more so for 10 years and
far more beyond that. On the other hand, the Congress, I think, is
legitimately interested in how policies that are in place today will
unfold over long periods of time, or how changes in policies put in
place today might change things in the long term.

Right now, for example, the Social Security eligibility age is in
the process of being moved up in the way that was set in motion
in the 1980s. So we try in some circumstances to provide some
rough sense of what happens over the longer term, even beyond the
10 years, but I do not think it would be at all practical for us to
do regular estimates with this level of detail.

On the other hand, I think if we were to pull back and do fewer
than 10 years, it would deprive you and your colleagues of impor-
tant information about not just what is happening right in the near
term, but what the trends look like beyond that. So, for example,
this report shows over the next 5 years debt is falling relative to
the size of the economy, but then it turns around after that. And
it falls for a while in part because of the discretionary spending
caps and the improvement in the economy we project, which brings
down spending on things that tend to go up in recessions. But the
underlying force of the population aging and expansion of the
healthcare programs and rising healthcare costs are still there.
They only show through in the last 5 years.

Mr. FORTENBERRY. Rising interest rates.

Dr. ELMENDORF. It has the interest rates and all the things you
would miss if we cut this off at 5 years.

Now, on the question of dynamic scoring——

Mr. FORTENBERRY. You are not locked into that by some directive
of law. You are doing it in response to a general need as you per-
ceive it.
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Dr. ELMENDORF. Yes. The truth is, I do not know if the law speci-
fies that or not.

Mr. SUNSHINE. It would be in consultation with the Budget Com-
mittees and what kind of time frame they want their budget reso-
lution to span.

Dr. ELMENDORF. On the question of dynamic scoring, our cost es-
timates for legislation incorporate almost all of the behavioral re-
sponses by households, businesses, by physicians, what have you,
that we can incorporate. The thing that we do not incorporate in
our regular estimates are behavioral responses that would change
the size of the overall economy. So changes in labor supply would
change the total amount of work done and the total income in the
economy. And, we do not incorporate those basically because for al-
most every one of the thousands of proposals we look at, the overall
economic effects would be very small, and would be very, very hard
to estimate. So it just is not practical for us to incorporate those
kinds of broader responses in the day-to-day work that we do.

However, we do a lot of analysis, separate from our regular cost
estimates, of the economic effects of changes in budget policy. We
do this every year in the analysis of the President’s budget where
we do—the first thing we provide to the appropriators, in fact, is
an estimate of the President’s policies by using our view of how
programs work and so on, but relative to our basic economic fore-
cast. But a few weeks later we follow it up with a report on how
the President’s policies would change the economy, and we take ac-
count of short-term stimulus effects, but also changes in tax rates,
changes in the composition of the tax base, changes in the amount
of borrowing, and we show you what effect the budget would have
on the economy, and then we say, in fact, that those economic ef-
fects would feed back and make the budget effects bigger or small-
er than they would look without those effects.

We have done this for a collection of policies, extension of expir-
ing tax provisions. We have done a number of rounds now over the
last 4 years of looking at how those changes in policy would have
changed the economy. So it is not practical or useful for you for us
to do this—to try to do this for every one of the literally thousands
of proposals that we provide at least an informal estimate for. But
for big changes in policy, big changes in the deficit, big changes in
the tax code, we have done a lot of work building models and hav-
ing them scrutinized by outside experts so we can give you a sense
of the economic effects. And we hope that you are interested in that
and we want to provide that to you.

Mr. FORTENBERRY. Thank you.

Mr. ALEXANDER. Mr. Moran.

BUDGET SCOPE AND RELATED MATTERS

Mr. MORAN. Thanks very much, Mr. Chairman, and I want to
build off the excellent question of Mr. Fortenberry in terms of the
budget scope and related matters. I am glad you are enabling us
to get into this. This is one of the opportunities the Leg Branch
presents that other subcommittees might not.

First of all, I object very strongly to making decisions on a 10-
year outlook because the implication is that you know with the
same kind of precision in the ninth and tenth year what the effect
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is going to be in the fourth and fifth year, and you do not. So you
wind up getting very flabby estimates. If it was for a 5-year period,
we would be, I think, far more disciplined and with a much higher
level of predictability the impact of decisions we would make now.
Giving us a 10-year outlook is useful, but having decision making
based upon a 10-year timeframe I just do not think is responsible.

But what I wanted to ask you about, your role, your principal
role, of course, is to be reactive, to score what decisions we make.
But in the course of that you have to have your own judgments,
your own opinions. I mean, Douglas Holtz-Eakin had all kinds of,
you know, opinions once he was released from his prior job.

We are faced with the sequester tomorrow, and then the appro-
priation bills. All of us will have to be deciding over the next 3
weeks, and then it will probably be extended. But we have got to
decide, if we were given flexibility, how we should put this budget
together. We all can agree on one thing: The way we are doing it
right now with the sequester is the stupidest way, just cutting ev-
erything equally. I mean, that is embarrassing. But the adminis-
tration, obviously, does not want to own the cuts. Nor does, frankly,
the leadership in either party of the Congress want to own the
cuts.

But I think the appropriators at some point are going to have to
own these cuts, these decisions in terms of what should be cut and
where we should be even investing more money. You know, de-
fense, put more money into cyber, but some of these weapons pro-
grams that are already questionable, it may be more expendable.
Can you give us some sense of what you would do if you were an
appropriator in terms of what—I mean, should we be trying to
push regular appropriation bills so that we at least give the agen-
cies the ability to operate responsibly with their programs? Should
we try to get those appropriation bills done? And, you know, what
would be some of the priorities that you would use if you were re-
leased? Now, we are just going to pretend in this room. We are not
going to hold you responsible. Is this really on TV? Must be one
of the obscure stations.

Mr. FORTENBERRY. Top ratings.

Mr. MORAN. If he is honest, it will be even higher rated.

Doug, how do you respond to that?

Dr. ELMENDORF. So, Congressman, my own personal views about
policy do not and should not matter to you. The whole way the
CBO is run is for us to give you and your colleagues a sense of the
consequences of different courses of action you might take. But ulti-
mately which course you choose depends on your value judgments,
acting on behalf of us as your constituents. It is your value judg-
ments representing us——

Mr. MORAN. That is all well and good, but we need to make in-
formed judgments, and you have been looking at these numbers.

Dr. ELMENDORF. Yes.

Mr. MORAN. And you just told us about some of these programs
have some real big payoff in the long run. Why would we be cutting
research and innovation the same level we are cutting programs
that are pure expenditures with no long-term payoftf?

Dr. ELMENDORF. So that is why we are doing the analysis that
I discussed, we are trying to give you a better sense about what
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the long-term economic payoff will be of particular types of spend-
ing the government does. And we are working on that. And when
we wrote last fall about various criteria that you might use in as-
sessing budget policy, we talked about the effects on medium-term
and long-term economic growth and we talked about the effects of
taxes and providing incentives, and we talked about the effects of
government spending. And we have models that quantify the ef-
fects of changes in taxes and we are working to build models that
quantify the effects of certain types of changes in government
spending.

I think there are also other criteria. It can matter to you who
gets certain benefits

Mr. MORAN. You are giving me a very generalized answer. You
are kind of squirming out of this, Dr. Elmendorf, and I understand
why you are trying to do that.

Dr. ELMENDORF. You are asking me a question that I am paid
not to answer.

One thing I will say is that it is very difficult to run an organiza-
tion without knowing what one’s funding level is at this moment,
and without knowing what it will be 6 months from now. CBO is
obviously one of the smallest, simplest parts of the government,
and we have a great deal of difficulty in knowing what decisions
to make, what projects to do, whom to hire or not hire without
knowing what our funding—whether next year we want to have
235 people or 220 people.

I cannot imagine how hard that is for people who are running
larger, more complicated parts of the budget. I think there is no
doubt that you would have a more efficient government, a better-
run government if people trying to manage those agencies had a
greater sense of what their funding would be further down the road
than they do.

RESTRUCTURE ENTITLEMENT PROGRAMS

Mr. MorAN. Okay, well, that makes sense. And if you indulge
me, Mr. Chairman, I would like to just keep pushing just a little
bit more here.

But would you not agree, I will try this approach, that entitle-
ment programs are not sustainable because at some point they,
plus interest on the debt which we have ascertained, is going to
squeeze out all discretionary programs. So if these discretionary
programs give us the biggest bang for the buck in terms of long-
term payoff, research, innovation, education, and so on, physical in-
frastructure, do we not have to restructure our entitlement pro-
grams sooner than is currently anticipated?

Dr. ELMENDORF. Putting the budget on a sustainable path will
require either significant cuts in benefit programs that aid a broad
group of Americans, or significant increases in taxes on a broad
group of Americans, or both. The advantage of your making deci-
sions soon is that then those actual changes in policy can occur on
a gradual basis that give people time to plan and adjust without
having the debt rise to a more dangerous level.
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INCREASE TAXES

Mr. MORAN. Let me try just one more question. Is it possible to
fund the government by only increasing taxes on the top 2 percent?
Does the middle class have to pay more than they are paying if we
are going to have a stable budget?

Dr. ELMENDORF. To put the budget on a sustainable path, I think
that people who consider themselves to be in the middle class will
need to pay higher taxes, or receive less in benefits and services,
or both. Yes, Congressman.

Mr. MoORAN. Okay, well, we got something out of that.

Dr. ELMENDORF. I do not think that is novel.

Mr. MORAN. No, it is not novel. I just wanted you to say it. I
mean, when we say it nobody pays attention. If we can say, well,
Elmendorf said that, well, maybe it is true. Okay.

Thanks, Mr. Chairman.

Mr. ALEXANDER. By the way, he does not use the word entitle-
ment. It is mandatory or benefits.

Dr. ELMENDORF. Yes, Congressman. That is right.

Mr. MORAN. Yeah, I noticed that.

ENTITLEMENT

Mr. ALEXANDER. I do not like the word entitlement because
somehow the public is led to believe that they are entitled to all
of these benefits that are out there today, and I have a problem
with that.

Mr. Harris. Dr. Harris.

Mr. HARRIS. I am fine.

Mr. ALEXANDER. Mr. Fortenberry.

Mr. FORTENBERRY. I also have a problem with the word entitle-
ment for another reason, because people who have set aside sav-
ings for their entire life as a guarantee for retirement income secu-
rity, as well as healthcare security, should not be stigmatized by
it as though they are receiving something that was not their due.
Now, it is our problem and the previous generation of lawmakers’
problems who did not set up the actuarial tables correctly to make
these programs sustainable in the future. But I agree with your as-
sessment for a little bit different reason.

Mr. FORTENBERRY. That was not my question.

Mr. ALEXANDER. My argument is that we all pay into Social Se-
curity. We all pay into Medicare. One could argue that at some
point I am entitled to at least some of that back. But some of these
other benefits, they are just gifts from the taxpayers. But all of a
sudden the society has gotten to believe that we are entitled to a
i:)ig portion of that, and I think that is what is giving us the prob-
em.

Mr. FORTENBERRY. Some distinctions are in order.

Dr. ELMENDORF. I will quickly point on the actuarial tables, a
decade from now there will be almost 40 percent more people eligi-
ble for Social Security and Medicare than are eligible today. The
retirement of the baby boom generation is just putting incredible
pressure on those programs. Each of those individuals paid in what
they paid in over their lives, but because the total number of peo-
ple who will be eligible for these programs is rising so rapidly over
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the coming decade, that is the most important factor driving up the
costs of Social Security and Medicare over the next 10 years.

Mr. ALEXANDER. Well, then let me ask a question in relation to
what Mr. Fortenberry just talked about with actuaries. If in 1935
Social Security, actuarially, if we had followed what was intended
all those years, it would probably be sound, wouldn’t it, and Medi-
care the same. I do not think President Johnson when he signed
Medicare into law, saw to 2013 or 2014 that we would be buying
some of the medical equipment in that program, and I do not think
3ctuarially it was ever set up to be spending outrageous like we are

oing.

Dr. ELMENDORF. You are right that the growth in the cost of
health care was not anticipated at that point and it is a reminder
about the uncertainty about these long-term projections. Forty-five
years ago or so, when Medicare was established, people did not
have any idea really of what health care would constitute today,
and that is a caution about our projections 45 years from now. But
the program was set up in Medicare so that there was, as you
know, beneficiaries, prospective beneficiaries pay some payroll tax,
when they become beneficiaries they pay some premiums, but a
large part of the program is funded through general revenues, and
even the parts that are funded through a payroll tax, the amounts
that were paid in, in the payroll tax 10, 20, 30 years ago went to
pay benefits 10, 20, 30 years ago in terms of the overall govern-
ment budget. So there is still the problem that when people retire
in large numbers, as they are now, there will be a lot of pressure
for spending from those programs.

Mr. MORAN. Mr. Chairman, could I ask, I am told that somebody
at my age in mid-60s will have paid into the system about
$120,000 into Medicare, but on average I would draw out
about $370,000. Are those numbers roughly accurate?

Dr. ELMENDOREF. I think they are in the right ballpark, Congress-
man. We have not done those calculations ourselves. I have seen
them in other places and I think they do correctly reflect the fact
that payroll taxes and premiums do not begin to cover all of the
cost of Medicare. And on top of that, the fact that the cost of bene-
fits today is much larger than the amounts that were paid in the
past.

Mr. MORAN. Excuse me, Jeff, I did not want to sidetrack what
you were questioning.

Mr. FORTENBERRY. That is a reasonable point and we talked
about that personally before. It is a powerful statistic.

I did have just one other brief question, Mr. Chairman.

Mr. ALEXANDER. Sure.

PRIORITIZE REQUESTS

Mr. FORTENBERRY. Can you explain how you prioritize requests
from individual Congress Members? And then what is your rela-
tionship, overlap, areas of redundancy potentially with the Joint
Committee on Taxation, Congressional Research Service? We have
had requests before, and I think we have sent them to you, and ba-
sically the door was shut. So would you explain that?

Dr. ELMENDORF. Yes. We work primarily for the committees,
meaning for the chairman and ranking member of committees, and
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also for the House and Senate leadership. And when we can, when
we have enough resources, we will also look at requests from indi-
vidual Members, but the unfortunate truth is that does not happen
very often. And I do apologize, and I spend some time apologizing.
But when the committee is working on some direction, the com-
mittee staff—again, meaning really the staff of the chairman or the
ranking member—inundate us often with a range of alternative
proposals that they are trying to explore the effects of, and we fol-
low, and we do what they want.

Mr. FORTENBERRY. Okay, well, that solves that mystery. I do not
like it, but it solves the mystery.

Dr. ELMENDORF. In terms of the other agencies, I think there is
not much overlap. We hope that we are providing complementary
services to you. The staff of the Joint Committee on Taxation, as
you know, does the estimates of the effects of changes in the tax
code on the budget. When you get from us sometimes an estimate
of the overall budget package, so for example, what you got from
us on January 1st, there were lines of the overall table that came
from our analysts and there were lines that came from the analysts
at JCT who had done the estimates of the tax provisions. They sep-
arately published tables of their provisions.

So when you see estimates from us that include tax provisions,
those are not something different than we have done from them.
It is our incorporating their estimates to give you a sense of the
overall budget effects of a package. On some issues we work very
closely with them, so in our work over the past 4 years on this
large expansion of health insurance subsidies those are estimates
that we do just hand in glove with them, and when you see work
from us it will always say CBO and the staff of the Joint Com-
mittee on Taxation jointly estimate this. That is not a duplication.
That is just because of the complexity of those issues. There are
certain things, data sets that they have and data sets that we
have, that we meld together.

I think for CRS, and to some extent for GAO, we talk with them
and we learn from them sometimes. And I hope they learn things
from talking with us sometimes. So the analysts in our shop who
work on certain programs and know the analysts in other places
and try to learn from each other, but those other agencies are not
doing budget estimates of the sort that we do. And similarly, we
cannot provide all of the information they provide.

So I will give you one example recently. Senator Sessions, who
is the ranking member, of course, of the Budget Committee, who
we work for quite a bit, is very interested in the growth of means-
tested programs over time. He has made requests to us and to the
Congressional Research Service. They have tried to catalogue and
explain the huge number of programs and how they work in a way
that does not play to our strengths, but we have provided him with
estimates of the growth of those programs over time and the fac-
tors that have driven the change in budgetary costs, which plays
to our strengths. And I have not asked him directly, but I hope, I
think, from his perspective that these are complementary sources
of information.

The only specific thing I know with overlap is that GAO does
some long-term budget projections. I actually think that is quite
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useful for you. This is a very uncertain business, and it is an issue
of tremendous importance to the country, and the fact that there
are a few people there who are trying to do the same thing that
some of us are doing. I think that actually helps give you a little
stronger base to draw on. It is the only specific thing I know of
where we sort of overlap.

Another example, I think, of complementarity is with the Recov-
ery Act. We did estimates of the budgetary costs of the act. We
have been asked to do, in law, reports on the economic effects. GAO
has been monitoring, I think, auditing the sort of use of those
funds. Those are just different sorts of roles for us and for them.

Mr. FORTENBERRY. I raised this question yesterday with the
GAO. They have a report on government agency redundancy and
potential areas that could be considered for consolidation as well as
areas of revenue enhancement that are already in law. But I could
not get a very specific number as to what that would mean in
terms of budgetary impact, tens of billions of dollars, which we had
a conversation about. Some people have interpreted that if every-
thing was implemented in their report on the government duplica-
tion, it might save $200 billion, up to $600 billion. So put yourself
in the office of a Member of Congress, where you have got very lim-
ited staff to deal with these things, and we are trying to pull piece
pieces of information that are relevant that actually mean things
that could become policy. And that is why it is hard to figure out
who is the best place to go to for what.

Dr. ELMENDOREF. I think, basically, for budget estimates, for anal-
ysis of the budget, for economic analysis, I hope you would turn to
us. But I think the work the other agencies do is very important
for you, but fills a complementary role. And if there are places
where you think there is overlap in what you are hearing or where
you think there are gaps, then I hope you would just call me, call
Gene Dodaro, and say hey, what are you guys up to? And we can
Ir}llake sure. But we do talk on a regular basis, and we try to avoid
that.

I think Gene feels like, and his folks feel just like we feel. We
take our stewardship of the funding you give us very seriously. I
mean, we are very intent on giving you the best possible informa-
tion that we can, most valuable to you, and that is what we get
up every morning to try to do, sir.

Mr. ALEXANDER. Okay, if there are no other questions, Dr. El-
mendorf, thank you for your testimony today. Thank you for being
here. Thank you for your service. We appreciate your response.

Dr. ELMENDORF. Thank you, Mr. Chairman. Thank you all very
much.

Mr. ALEXANDER. We stand adjourned.

[Questions submitted for the record from Mr. Young and Ranking
Member Wasserman Schultz follow:]
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The Honorable C. W, Bill Young
House Subcommittee ob Legislative Branch Appropriations
Congressional Budget Office Hearing, Questions for the Record
February 27, 2013

Performance-Based Pay Increases
1. What are the criteria for performance-based pay inereases? What is the average
increase expected to be?

Apswer: CBO’s compensation policy is designed to atiract and retain the best possible
employees. To that end, the agency tries to maintain a salary structure that is competitive with
the outside job market for comparable positions and aims to set sach employee’s salary to reflect
his or her job duties, education and training, experience, and contribution to CBO’s work as
evaluated in formal annual performance appraisals. Because CBO’s salary structure does not
have the grades or steps used in the civil service, performance-based pay raises represent the
only increases in salaries that most CBO ersployees receive nnless they are promoted to be
managers or are promoted within the management ranks.’

Managers use the following criteria to evaluate employees” performance in reaching the goals
established in the previous year:
&  Quality of work,
& Productivity and timeliness,
s Initiative,
@ Written and aral communication skills, and
@ Effectiveness of working relationships.

CBO's Director participates in the annual performance review of every employee, slong with the
employee’s sentor managers. During that review, rmanagers may recommend a merit increase in
accordance with approved ranges for such increases; all such raises are subject to approval by the
Director.

CBO sets ranges for merit increases that depend on its budget, changes in salaries elsewhere in
the federal government, and chapges in salaries paid by other employers with whom CBO
competes for employees. Those ranges are set as percentages of current salary and differ by
salary level and assessed performance. For example, for calendar year 2013, employees who earn
less than $70,000 and are rated at the top of the performance scale may eam an increase of
between 3 percent and 4 percent, whereas employees earning more than $140,000 who are rated
the same may eam an incresse of between | percent and 2 percent. People who perform ata
lower level may receive smaller increases or no increase. The average merit increase for calendar
year 2013 is projected to be $1,600, which is 0.9 percent of the projected average salary.

! Grade increases (from GS 11-1 10 G5 12-1, for instance) in the executive branch can be as much as 20 percent.
Step increases range from 2.6 percent to 3.3 percent. See the Office of Persopnel Manageraent’s General Schedule
Salary Table 2012-DCB for the locality pay area of Washington-Baltimore-Northern Virginia,

1
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Projections for Legislation

2. Does CBO sver go back and review projections for legislation? How close are you to
your projections? (For instance, Medicare Part I} has famously come in well under the
projections, mostly as a direct resuli of competition.)

Answer: Yes, CBO routinely momitors the budgetary effects of enacted legisiation to help
improve projections of spending and receipts vnder current faw, as well as to improve ost
estimates for new legislative proposals,

However, it is often: difficult or impossible to detenming, even in retrospect, the incrementat
impact on the budget of a particular piece of legistation. CBO regularly prepares cost estirnates
for legisiation when bills are reporied by committees of the House of Representatives or the
Senate. In some cases, such legislation is changed before enactment. Although CBO often
provides updated cost estimates {especially for direct spending provisions) prior o the enactment
of legislation, proposals are sometimes amended after cost estimates are prepared. Moreover, in
many cases the actual costs or savings resulting from enacting legislation cannot be identified;
they may be a small part of a large budget account or revenue stream, and there may be no way
to know for certain what would have happened if the legislation was not enacted. In fact, most of
the cost estimates that CBO completes are for legislative proposals that are not enacted, so it is
not possible to determine their accuracy.

4 Regular Review Process

Because it is often not possible to determine how close the impact of a particular piece of
legislation is to CBO’s initial projections, it is hard to make a general statement about the
accuracy of our estimates. Nonetheless, CBO analysts undertake a detailed review of Treasury-
reported outlays and receipts after the end of each fiscal year to learn as much as possible about
how accurate the agency’s projections have been compared with both the original cost estimates
for individual pieces of legislation and the current-law baseline projections (which reflect all
legislation previcusly enacted). In addition, CBO updates its baseline projections a few times
each year, and during those exercises, the agency carefully fracks and reports on changes from
the previous baseline by separately categorizing and explaining changes derived from legislation,
econcmic revisions, and other (technical) adjustments.

That annual process is useful in helping CBO prepare better projections going forward, even
though it is sometimes not possible to discern exactly how mmch of a given vear's estimating
error for a given program is directly attributable to a specific piece of legislation. A few
examples of cases in which it is possible o mateh up resuits with earlier projections for specific
pleces of legislation are summarized below,

Medicare Part D

The prescription drug program known as Medicare Part D is a relatively rare example in which
actual spending can be directly compared o the projections contained in the CBO cost estimate,
In most cases, legislation modifies existing programs; it is often not possible after enactment of
such legislation to determine how spending for a modified program has changed specifically as a
result of that legislation, or how much of future spending would have ocourred even without the
change in law. In contrast, the legislation that created Part I established a new component of

(e8]
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Medicare with a system of new benefit payments, associated administrative costs, and payments
from premiums and states.

The actual net cost of Medicare Part D has been much lower than CBO originally projected. For
example, in its 2003 cost estimate for the legislation creating the program, CBO projected that
Part D costs through 2013 would be $552 billion (the Administration’s estimate at that time was
higher), whereas the agency now estimates those costs will total $358 billion—including actual
net outlays of $304 billion recorded through fiscal year 2012 and the agency’s current estimate
of $54 billion for 2013. The roughly 35 percent difference between the initial projection and
actual results recorded thus far arises largely because CBO observed that recent growth rates for
drug spending had been higher than the long-term trend, and we assumed that growth would
remain above the long-term trend for most of the 10-year period following the creation of Part D.
However, that growth rate dropped below its prior long-term average even before the new
program was implemented in 2006—probably because patents expired for a substantial number
of brand-name drugs (so consumption of those drugs was switched to lower-priced generic
versions) and relatively few new brand-name drugs were introduced. In addition, enrollment in
Part D has been lower than what CBO initially projected.

Recovery Act Spending

The American Recovery and Reinvestment Act of 2009 (ARRA) provided funding for a broad
range of new and existing federal programs and reduced revenues through changes in federal tax
law. Most of ARRA’s effects on federal spending and revenues have now occurred, and they
have been roughly in line with the original estimates prepared by CBO and the staff of the Joint
Committee on Taxation (JCT) at the time the legislation was considered by the Congress in early
2009,

CBO has closely monitored actual spending under ARRA for the past four years to help
determine where the agency’s estimates of outlays and the timing of such outlays were too high
or too low—both in total and for individual years and programs. Through fiscal year 2012, the
outlays resulting from ARRA totaled $555 billion, about $36 billion (or 6.5 percent) above
CBO’s original estimate of $519 billion for the 2009-2012 period. {Additional spending will
occur over the next several years. In addition, JCT estimated that ARRA would reduce federal
revenues by about $210 billion over 10 years, with most of that impact falling in 2009 and 2010.)
The modest underestimate in spending under ARRA is accounted for by provisions related to
unemployment insurance, nutrition assistance, and refundable tax credits; those costs were
boosted by the weaker-than-expected economic recovery. Other spending from ARRA was a bit
below CBQ’s original estimate.

Some estimates were particularly close to the recorded results for each of the four years
following the enactment of ARRA. For example, transportation spending under the legislation
totaled $37.3 billion through 2012—only $0.5 billion (or a little more than 1 percent) below
CBO’s original estimate. The results recorded for transportation in each of the years following
enactment were very close to CBO’s estimates of the timing of those outlays.
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Spectrum Auction Receipls

Legislation enacted in the past 20 years directed the Federal Communications Commission
(FCC) 1o use competitive bidding {auctions) for licenses o use the electromagnetic spectrum
when more than one party seeks such licenses. Spectrurn anotions under such legislation have
genorated more than $50 billion in net offsetting receipts to the Treasury since 1994,

CBO’s estimates of spectrum auction proceeds under legislation enacted over the past two
decades have sometimes been oo high and sometimes too low, When estimating the budgetary
impact of the Balanced Budget Act of 1997, for example, CBO projected that FCC auctions
would generate about $25 billion in proceeds. Actual collections resulting from that legislation
were about ons-third less than projected. CBO also estimated spectrum receipts of about $25
billion from the auctions authorized by the Deficit Reduction Act of 2003, but the agency
underestimated receipts for that legislation: Collections resulting from the 2005 act have been
about 30 percent higher than the estimate,

Spectrum values fluctuate for several reasons, including changes in technology, market
conditions, and the financial and strategic interests of individual wireless companies. Projections
of receipts also reflect uncertainty about the quarity of spectrum that will be available for
auction. CBO’s estimates attempt to reflect those uncertainties by representing the middle of the
range of most likely outcomes.

Unemployment Insurance Spending

Tn 2008, lawmakers enacted the Emergency Unemployment Compensation program (EUC),
which has been altered numerous times over the past several years. Under current law, that
program expires at the end of December 2013, Adding together its estimates for the 12 laws that
enacted and subsequently expanded and extended FUC, CRO estimated that benefits nnder that
program would total $199 billion through the end of December 2012. According to the
Department of Labor, the actnal cost of BUC benefits has been $208 billion through December
2012, a difference of less than 5 percent.

Funds Required

3. You have testified before the House Budget Committee that the CBO does not "have the
tools, the analysis we would need to do & guantitative evaluation” of choice and
competition. What funds would your need from this Committee te acguire the necessary
tonls to do this type of important aualysis? Is this part of your FY 14 request? If not, why
have you not requested these resources?

Answer: Over the past year, CB(O has been engaged in an extensive analysis of the budgetary
and other effects of converting Medicare 10 a defined-contribution system like the premium-
support systems that have been proposed by some analysts and Members of Congress. That work
had been delayed by competing legislative demands on CBOs health team and by the reductions
in CBOs staffing during the past three years, but it is now proceeding steadily.

CRO's requested funding for fiscal year 2014 would enable the agency to push ahead and
complete this analysis. However, our budget request explains:
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“If the funding provided to CBO for 2014 was significantly less than the requested amount, the
agency would become smaller than it has been for any sustained period in more than 15 years.
Although CBO would do its best to minimize the impact on the Congress of a drop in staffing, a
further decline from the current level would inevitably lead to a reduction in the number and
extent of estimates and other analyses that CBO could provide. Depending on future staffing
levels, CBO, in consultation with the Congress, might need to make some or all of the following
changes: ... Delay estimates of ... converting Medicare to a defined-contribution system.”

IT Overlapping Requirements

4, In testimony to this subcommitiee from the GPO, the GAD, the CBO, and the Library
of Congress, each division indicates 2 need for IT repairs and upgrades. Is there any
attempt to see if there are overlapping requirements for IT upgrades within the different
divisions funded by Legislative Branch Appropriations in an effort to achieve potential
cost savings?

Answer: CBO has routinely sought opportunities to achieve cost savings and economies of scale
by working with other legislative branch agencies on common contracts and acquisition
activities. Each agency has had unique requirernents, but some of CBO’s information technology
(IT) needs have fallen within the broad categories of items and services that other agencies have
procured—Iargely because of the shared technical infrastructure of the Capitol campus. In those
cases, CBO has realized savings by leveraging contracts issued by larger legislative branch
entities and agencies. For example, during fiscal year 2012, CBO purchased all of its desktop
computers and Cisco network equipment under Senate contracts. Stmilarly, CBO acquired
telecommunications services through a House contract that offered greater discounts than the
agency was able to obtain independently.

Sequestration

5, What impact wonld sequestration have on your operations? What plan is there to
manage this iropact?

Answer: The effects of sequestration probably will not have a significant effect on the analysis
the CBO provides to the Congress in fiscal yemr 2013, Specifically, CBO has been managing its
finances very cautiously for the past few years, and because of the possibility of a sequestration,
this year in particular. By not filling many of the positions left vacant when people bave retired
or left to work elsewhere, CBO has reduced its staff to about 230 people—down from about 258
a few years ago.

CBO is continuing 1o be cautious about filling vacant positions, limiting hiring to those positions
that are essential to carrying out the agency’s major responsibilities to the Congress. If the
number of people who leave precisely tracks the agency’s projection, CBO should be able to
operate—barely—without imposing furloughs. However, the weak econorny has diminished
attrition during the past several years, so judging bow many people will leave (along with what
the projected savings might be) is especially difficult right now. And some people who leave
may be in key positions that the agency will have to fill.

L



161

Even with such planning, achieving substantial budget reductions almost halfway through the
fiscal year is challenging. If CBO’s funding remains at the sequestration level of $41.9 million, it
will equate to a $2.2 million reduction from the fiscal year 2013 continuing resolution base of
$44.1 million. To absorb that reduction, CBO is taking the following steps:

o CBO will continue to limit hiring, filling some essential positions but leaving other
positions vacant. (Resulting savings for the year in compensation and recruitment
bonuses are estimated at $0.5 million.)

o The agency will make no cash performance awards (budgeted for $0.6 million).

® CBO is deferring as much non-personnel spending as can be put off without immediately
hindering analysts” ability to do their jobs. The deferred spending includes about:

o One-quarter of the IT purchases the agency would otherwise make this year
(translating to reduced spending for software maintenance, IT advisory services,
network support, system development efforts, IT software, IT equipment
replacement, and remote access updates—yielding estimated savings of
$0.4 million) and

o One-half of the non-IT purchases the agency would otherwise make this year
(translating to reduced spending for travel, training, printing, expert consultants,
library services, and auditing services—yielding estimated savings of $0.7
million).

If projected personnel savings do not materialize, additional savings of roughly $125,000 per day
can be achieved by furloughing all members of the CBO staff. We have informed the staff that
there could be as many as three furlough days, but we are hoping to avoid such an outcome.

However, the situation in fiscal year 2014 will be completely different. Most of the nonpay cuts
simply represent a one-year deferral of needed spending rather than savings that CBO could
sustain or repeat in fiscal year 2014. For example, if CBO does not pay for needed software
maintenance and upgrades, network support, replacement hardware, training, library services
(which we have already cut sharply in recent years), and audit services this year, then the agency
will need an increase in funding to make up those amounts in fiscal year 2014, or it will need to
shrink further. In addition, compensation per analyst needs to rise at least a little from year to
year in order to attract and retain the talented people needed and to cover the rising costs of
health insurance.

As a result, if CBO’s funding for 2014 rises only a couple of percent above the amount for this
year under the sequestration, as the cap on nondefense discretionary spending for 2014 might
suggest, then CBO will need to rapidly cut staffing down from about 230 full-time equivalent
positions (FTEs) now to about 210 FTEs. That number would be 17 percent below the staff of
254 FTEs that could be maintained with the funding in 2010. Under those circumstances, there
would be no way to avoid substantial cuts in what CBO does for the Congress. If that
challenging environment came to be, CBO would consult with the Congress about how best to
maximize the quality and quantity of the agency’s work.

6
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Ranking Member Debbie Wasserman Schultz
House Subcommittee on Legislative Branch Appropriations
Congressional Budget Office Hearing, Questions for the Record
February 27, 2013

Question: What is the impact to CBO if the fiscal year 2014 appropriated level is equal to
its fiscal year 2013 appropriated level with sequester in effect?

Answer: If CBO’s funding for 2014 is equal to its fiscal year 2013 appropriation with
sequestration in effect ($41.9 million), the agency will need to rapidly cut staffing down from
about 230 full-time-equivalent positions (FTEs) now to about 205 FTEs. That number would be
19 percent below the staff of 254 FTEs that could be maintained with the funding in 2010.

The budgetary challenge facing CBO in 2014 stems in part from steps the agency has taken to
absorb the 2013 reduction from sequestration with minimal disruption to its work for the
Congress: CBO has limited hiring, eliminated cash performance awards, and deferred as much
non-personnel spending as can be put off without immediately hindering analysts’ ability to do
their jobs. Most of those non-personnel cuts, which totaled $1.1 million, simply represent a one-
year deferral of needed spending, rather than savings that CBO could sustain or repeat in fiscal
year 2014, For example, if, this year, CBO does not pay for needed software maintenance and
upgrades, network support, replacement hardware, training, library services (which the agency
has already cut sharply in recent years), and audit services, then the agency will need an increase
in funding next year to make up for the required purchases that it postponed, or it will need to
shrink further. In addition, compensation per analyst needs to rise at least a little from year to
year in order to attract and retain the talented people needed and to cover the rising costs of
health insurance.

If funding in 2014 was equal to this year’s appropriation after sequestration, there would be no
way to avoid substantial cuts in what CBO does for the Congress. If that challenging
environment came to be, CBO would consult with the Congress about how best to maximize the
quality and quantity of the agency’s work.
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CHAIRMAN ALEXANDER’S OPENING STATEMENT

Mr. ALEXANDER. Good morning to everyone. The committee will
come to order. Today we will hear from the Honorable Stephen
Ayers, Architect of the Capitol. Good morning to you.

Mr. AYERS. Good morning.

Mr. ALEXANDER. The fiscal year 2014 request of $605 million ex-
cluding the Senate items represents a $105 million or 21 percent
increase over the current CR. When adding the impact of the se-
questration, the request equates to $130 million, or a 27.6 percent
increase.

Now, we understand the importance of maintaining and pre-
serving the buildings of the Capitol; however, considering the eco-
nomic challenges and the uncertainties we face, increases of this
magnitude are not going to be sustainable. We look forward to
working with you to try to figure out how we move through the
year.

I would like to take just a minute to discuss the rehabilitation
of the Capitol dome. We all agree the Capitol dome is the most dra-
matic, inspiring symbol of our democracy and our Nation. Mr.
Ayers, you stated that, in regards to the restoration of the dome,
none of our work is more important. I agree, and the Speaker has
made it clear that we would like to see all of those needs met.

Under the leadership of Chairman Rogers, we are bringing to the
House floor on Thursday a continuing resolution to fund the gov-
ernment for the remainder of the fiscal year. While we very much
would like to have provided additional funding of the $61 million
to proceed with the next phase, unfortunately the current budget
climate will not permit that; however, we have been able to include
provisions allowing the Architect of the Capitol to move forward
with existing available funds. I realize this will require some puts
and takes. In other words, some projects will be deferred perhaps.
We look forward to working with you to accomplish some of these
goals.

Ms. Debbie Wasserman Schultz. Good morning.

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman. Good
morning.

Good morning.

Mr. AYERS. Good morning.

(163)
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OPENING STATEMENT OF RANKING MEMBER WASSERMAN SCHULTZ

Ms. WASSERMAN SCHULTZ. I join the chairman in welcoming you
as the Architect of the Capitol, and I note that you are requesting
$681.7 million in fiscal year 2014, which is a 19.4 percent increase
if we include Senate items. Without the Senate items you are re-
questing $605.2 million, or a 21.2 percent increase.

I do not envy your job, Mr. Ayers. You have laid out a convincing
case to fund 17 construction projects in your budget request, 15 of
which are classified as immediate in nature, with 2 in the high ur-
gency category. Having spent a lot of time with you for 4 years, I
am really familiar with the prioritization process that you go
through on those projects and what the facilities needs are of the
Capitol complex. Given that Congress just reduced your fiscal year
2013 appropriation by 5 percent by allowing sequestration to go
into effect, we have already unnecessarily made your job even
harder.

Fiscal realities aside, your job is to manage the condition of these
buildings, and that means making a case for critical funding. It is
now up to the subcommittee to prioritize these investments, and
this while maintaining the operations of the House and the capac-
ity at both GAO and CBO.

My sympathies go to the chairman, who has to rob Peter to pay
Paul among these legislative branch agencies. In all seriousness,
my hope is that we can work with you, Mr. Ayers, to fund the high-
est-priority projects during these tight budgetary years and con-
tinue to save for larger rehabilitation projects through the House
Historic Trust Fund. Unfortunately, that is an area that creates
even more expensive projects in the future due to the continued
degradation of facilities.

Mr. Chairman, we should be under no illusion that we are actu-
ally saving any money by putting off the facilities projects that are
really in desperate need of repair, upgrading, and rehabilitation.
We are just costing ourselves more money down the road by decid-
ing not to spend resources on these problems now, and that is why
virle \ivill all be feeling the pain from sequestration many years down
the line.

Let me conclude by mentioning the $15.9 million request for
phase IIB of the dome restoration Mr. Chairman just mentioned.
This multiyear project to restore our Nation’s symbol of democracy
is the epitome of why we must see ourselves as stewards who
should strive to leave this institution and its facilities better than
we found them. And I am sure that many of you, like me, saw the
recent film Lincoln. It was a best picture nominee about our 16th
President. President Lincoln saw completing this dome that we
now sit under as a sign of future hope for a Union in the midst
of chaos. The dome was completed in 1866, and the Union sur-
vived.

For what it is worth, Mr. Chairman, I remember walking into
that movie believing that our two parties in Congress could not be
more polarized. I walked out feeling chastened that our problems
pale in comparison to those times.

We can channel President Lincoln as we ensure the dome is re-
stored to her former glory and work together to replace sequester
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with a balanced approach so we can avoid compromising our fu-
ture. Thank you, Mr. Chairman.

I look forward to your testimony, Mr. Ayers.

Mr. AYERS. Thank you.

Mr. ALEXANDER. Mr. Moran, would you have an opening state-
ment?

Mr. MORAN. Thank you, Mr. Alexander. No, I don’t have an open-
ing statement other than to put myself on record.

I certainly understand all the pressures that you are under as a
subcommittee chair for discretionary account, but my sympathies
would be with the Senate-passed level. I think that is a more ap-
propriate level, and it was about $580 million. But, you know, we
will see how this works itself out, particularly this week, and I
have some questions of the Architect after he makes a statement.

Thank you, Mr. Chairman.

Mr. ALEXANDER. Mr. Ayers, before you introduce any of your
staff members, if you would like, we would like to express our com-
mittee’s deepest condolences to the loss of your budget officer Ms.
Lauri Smith. We understand that she was valuable, and we will
miss her.

Your testimony will be on the record, but if you want to summa-
rize it, feel free to do so. You may proceed.

AYERS OPENING STATEMENT

Mr. AYERS. Thank you, Mr. Chairman. And good morning, every-
one. And welcome back to the subcommittee, Ms. Wasserman
Schultz, and welcome back, Mr. Moran, as well. Looking forward
to working with you, and thank you for the opportunity to testify
today.

The fiscal climate has continued to present the country and the
Congress with serious challenges, and with these challenges in
mind, we have crafted our fiscal year 2014 budget request to focus
limited resources on the highest priorities and to address the grow-
ing backlog of deferred maintenance projects.

The fiscal climate has also brought about some good leadership
and innovative and creative thinking for us. It has led us to ask
some great what-if questions. For example, what if we decided, as
part of the refrigeration plant revitalization project, to relocate two
chillers instead of replacing them. That saved us over $800,000.
That is really good thinking.

What if we decided to renegotiate the interest rates on our en-
ergy savings performance contracts and get them from around 7
percent to around 4 percent? That saved us over $20 million in fu-
ture payments.

What if we renegotiated our lease payments on several of our
warehouses and other spaces, and got out of lease payments at $60
a square foot, and entered into leases at $11 a square foot? That
is really creative thinking.

And these examples, Mr. Chairman, and others represent good
thinking, and I am so proud of the team that is behind me and the
entire team of folks in this organization that are thinking outside
of the box during these challenging times and finding ways to save
money.
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Competition for Federal dollars has been even more pressing
with the implementation of sequestration, and to ensure that we
were prepared for these budget cuts, last October we began exten-
sive planning, set aside funds, and slowed our overall spending. We
took these proactive steps to minimize the impact of sequestration
on AOC employees and operations, as well as the services we pro-
vide clients and visitors to the Capitol.

We have several large projects in our 2013 budget request that
is before the committee now: Phase II of the Capitol dome restora-
tion, which we spoke of; the Cannon Building renewal; and the
Capitol power plant refrigeration plant revitalization project, and
we look forward to continuing to work with the subcommittee on
those projects.

Another major effort under way for us is the installation of a co-
generation plant at the power plant. This is vitally important for
the long-term heating capacity at the plant. It also enables us to
stop using coal and will save considerable energy and considerable
money into the future.

One emerging area, Mr. Chairman, of considerable concern to us
is the serious deterioration of stone on many of the buildings that
make up the Capitol complex. Age, weather, and environmental
factors have taken a serious toll on our buildings’ exteriors as well
as other masonry features. We conducted condition assessments of
many of these wonderful buildings, and the results confirm that
there is severe deterioration on many of those buildings that needs
to be addressed at some point in the near future. And in our 2014
budget request, you will see the leading edge of this important ini-
tiative for us, including money requested to begin repairing and
preserving the stone on the Capitol Building as well as the Russell
Senate Office Building.

Mr. Chairman, our basic mission is to care for and preserve these
wonderful historic treasures that have been entrusted to our care.
The ongoing deferred maintenance issues as well as the new and
emerging issues I spoke about regarding stone will continue to pose
substantial challenges for us and the subcommittee in an austere
budget environment. Again, our staff has just done a tremendous
job doing more with less and thinking creatively and outside the
box to successfully save money and get our mission done in such
challenging times. I would like to thank my colleagues for going
above and beyond what is expected of them every day.

I would also be remiss if I didn’t thank the Congress and this
subcommittee for their continued support and investment in our ef-
forts, and I look forward to our continuing collaboration addressing
these challenges that we both face.

And that concludes my statement, and I would be happy to an-
swer any questions you may have.

[The prepared statement of Stephen Ayers follows:]



167

STATEMENT OF
THE HONORABLE STEPHEN T. AYERS, FAIA, LEED AP
ARCHITECT OF THE CAPITOL

HRegarding Fiscal Year 2014 Appropriations
For the Architect of the Capitol

Subcommittee on Legislative Branch, Committee on Appropriations
U.S. House of Representatives

March 5, 2013

Mr. Chairman, Representative Wasserman Schultz, and members of the Subcommittee, thank you for
the opportunity to testify today regarding the Architect of the Capitol’s (AOC’s) Fiscal Year 2014

budget request.

The fiscal climate has continued to present the country and the Congress
with serious challenges. With these challenges in mind, we have crafted our
annual budget request to focus limited resources on our highest priorities,

and to address the most pressing stewardship obligations.

Most importantly, we continue to invest our labor and resources in
maintaining and preserving the buildings and grounds that are the

foundations of the Capitol campus. This is our fundamental mission —a

mission to which we are completely committed.

Mr. Chairman, before proceeding with the specifics of our request, 1 would like to take a moment to
remember a person who was the embodiment of our mission to serve, preserve, and inspire. This was
the last budget request that our Budget Officer Lauri Smith had a hand in developing. Unfortunately,

she passed away in January and we truly miss her.

Lauri was an expert on the intricacies of the Federal budget process, and was an invaluable source of
information and inspiration for me and for all her colleagues. She worked tirelessly to develop and

strengthen relationships between the AOC and Congress, and was greatly respected by everyone with
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whom she worked. We particularly appreciated that while Lauri dealt with serious fiscal subjects, she

always maintained a wonderful sense of humor, and was quick to engage in debates on all topics.

Lauri was passionate about securing the necessary investments needed to repair and restore the Capitol
Dome, the Brumidi Corridors, and other projects that preserved the historic fabric of the Capitol

campus and grounds.

With Lauri’s guidance and steady hand, we developed this budget request so that we can continue to
provide vital support to Congress, but have worked strenuously to use the funding Congress has
provided to us effectively in order to address the highest priorities. This includes reducing costs,
reducing energy consumption, and improving efficiencies. In Fiscal Year 2014, we are requesting
$681.7 million. This includes $63.9 million to address Deferred Maintenance issues, and $154.7

million in capital projects that would further our efforts to prevent or delay building and system

malfunctions or failures.

Chief among these efforts are new projects to address
an emerging issue with which we are dealing — the
serious deterioration of the exterior stone on
Congressional buildings, which I’ll describe in
greater detail later in my testimony. Restoring the
exterior stone on these historic buildings will take
significant time and resources, and we realize these
projects will be competing with many other priorities
for limited Federal dollars.

And, the competition for Federal dollars has been an even more pressing concern with the recent focus
on sequestration. It is my philosophy to always plan for the worst and hope for the best. To ensure
that we were prepared for budget cuts under sequestration, last October we began extensive planning
and set aside 8.2% of the total funds made available under the current continuing resolution. We
significantly changed how we prioritized our spending requirements, and slowed our overall spending
by initiating hiring freezes, reducing overtime, reducing employee training, and tackling only the most

urgent repairs across the Capitol campus.



169

We took these proactive steps to minimize the impact of Sequestration on AOC operations and
employees. However, since the full extent of the budget cuts are not yet known, the execution of our
plan must remain fluid to give us the flexibility to meet mission-critical facility, operational, and

maintenance needs.

We worked closely with Congress during this important planning phase to ensure that our efforts
lessened the impact on our employees, Congress, and visitors. Because our workforce has unique and
specialized skills honed to care for these historic buildings, it is more important to me to have enough
electricians or stone masons on the job than to have 100 light switches sitting on a shelf and no

electricians to install them.

However, no matter how much advanced planning we do, these budget cuts will have a lasting impact
on the AOC’s operations and our ability to sustain the level of support that is necessary to adequately
maintain these historic facilities and provide the services that the American people deserve here at the

seat of their nation’s government.

For example, our sequestration plans include significant reductions in our IT infrastructure and
systems. We will have to delay replacing antiquated and outdated computers, and our computer
systems will become increasingly vulnerable because we will not be able to make the appropriate

upgrades in our software and security systems.

In addition, our employees’ performance could be hampered because the tools, equipment, and
vehicles they need to do their jobs effectively will not be replaced as often, resulting in a shortage of

materials they need.

‘While these efforts of “self-sequestration” are sustainable in the short-term, reducing the amount of
investment in both our workforce and the facilities will only hasten the buildings’ deterioration and

further increase the backlog of Deferred Maintenance we currently face.

Doing More With Less

As I noted earlier, in addition to judiciously requesting only those projects that are most urgent, we

continue to capitalize on cost avoidance measures we have implemented in recent years.
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The various initiatives we’ve adopted have helped us manage our resources and helped us work
smarter and leaner. The following list highlights just a few examples of how conscious efforts — both
iarge and small — have added up to significant cost avoidances and have contributed in our efforts to

reduce costs and become more efficient.

We continued to reduce overtime costs by improving our project planning, restructuring work shifts,
and establishing overtime budgets. As a result, we cut nearly 72,000 overtime hours from Fiscal Year
2011 to Fiscal Year 2012.

Across the AOC, in organizations such as the Library Buildings and Grounds jurisdictions, they were
achieved by implementing Altemative Work Schedules in several of its shops to manage workloads
and reduce overtime. Not only has this resuited in cost avoidances, it has provided a consistent rather
than rotating staff on weekends, which improved continuity of operations, maintenance activities, and
emergency response capabilities. In the House and Capitol jurisdictions, we are modifying and
reducing their contractual services and performing more maintenance and construction activities in-

house without any increases in manpower or payroll.

We also continued to reduce the inventory on hand, such as drywall, carpet, and repair parts, from $8.3
million in Fiscal Year 2007 to $7.5 million in Fiscal Year 2012; a 9.6 percent decline. We’re also
delaying purchases of supplies until just before they are needed.

The AOC’s jurisdictions also are saving taxpayer dollars by reducing energy and resource
consumption. In Fiscal Year 2012, the AOC exceeded its energy reduction goal by achieving a 21.8
percent reduction, which represents approximately $13.6 million in avoided annual utility costs. In
addition, the AOC realized significant cost savings by refinancing the interest rates and terms of the
Capitol and Senate Energy Savings Performance Contracts. Under the new terms, it will save AOC

$23 million in future payments.

In taking these various actions, we have been able to reinvest our resources in Deferred Maintenance
and Capital Renewal projects throughout the Capitol campus. As a result, the AOC was able to reduce
its budget request for capital projects in Fiscal Year 2014 to $154.7 million, which is a $6.3 million, or

4 percent decrease from our Fiscal Year 2013 capital projects request.
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In the most challenging of economic times, we must continue to correct deficiencies and prevent
facility or system failures. The key is to prioritize projects to ensure resources go toward the most

important work.

Investing in the Capitol Campus

Our staff specializes in repairing and restoring the historic assets entrusted to our care. In many
instances, the craftsmanship of the dedicated men and women who work at the AQOC
has successfully disguised the serious conditions or fragile states that the facilities
are in or has temporarily stemmed any further deterioration. However, these

temporary patches are just that — temporary.

‘We employ our Project Prioritization Process to rank every necessary project using
the conditions of the facilities and the urgency in which any deficiencies need to be

addressed as the primary drivers. This has effectively allowed us to identify and

recommend to Congress the levels of investment and maintenance required to ensure
that all the facilities on the Capitol campus remain safe, functional, and protected. The various tools
we use, including the draft Capitol Complex Master Plan, Facility Condition Assessments, and the
Five-Year Capital Improvements Plan, assist us in identifying pbasing opportunities, project
sequencing, and other factors to better facilitate the timing of the execution of major Deferred
Maintenance and Capital Renewal projects.

Webster’s Dictionary defines Deferred Maintenance as an amount needed but not yet expended for
repairs, restoration, or rehabilitation of an asset. For Fiscal Year 2014, we arc recommending that
$171.9 million in necessary project work be further deferred to a later fiscal year due to the austere
budget environment. This is not without serious risks. We continue to carefully monitor and maintain
the facilities and systems to minimize the risk of catastrophic failure. We also continue to monitor a

large number of Capital Renewal projects that remain unaddressed.

The Congress has been very supportive of the AOC’s efforts to address critical Deferred Maintenance
projects. As demonstrated in the accompanying Facility Condition Index (FCI) charts (on pages 7 and
8) comparing Fiscal Year 2011 and Fiscal Year 2012, Congress has provided significant funding over
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the past several fiscal years, which has been directed to help repair the infrastructure of several

facilities.

It is important to note that there was a slight decrease in the Deferred Maintenance and five-year
Capital Renewal project “backlog” in Fiscal Year 2012 from $1.6 billion to $1.3 billion. This was due,
in part, to the strategic investment in some large Deferred Maintenance projects such as the Dome

Skirt Restoration.

However, because we realize that in this fiscal environment there are no certainties that all of the large,
priority projects will be funded, we have been targeting small fixes to Capital Renewal projects to slow
down the rate of their becoming Deferred Maintenance projects. This reassignment of Capital
Renewal work to out-years is reducing the immediate funding requirements, but it is creating a greater

risk of failure and will result in higher replacement costs in the future.

Therefore, while several facilities are still trending beyond a “good” condition, we are finding recently
assessed facilities rated “fair” and “poor™ are getting worse. Due to the austere budget environment,
the larger and more costly system replacements are being deferred to future fiscal years and replaced
by component improvements on mission critical equipment. These system renewal projects become

more costly the longer they are deferred, and as such, facility conditions will continue to deteriorate.

This trend is more evident in the projected FCI information provided on page 8, which demonstrate
how the conditions of each of the Congressional facilities will continue to worsen over the next five
years as compared to today. (The Fiscal Year 2017 illustration shows the facility condition changes
with no additional investments made after Fiscal Year 2012.)



173

Fiscal Year 2011 Facility Condition Index

pin ARAER

& * P ;
7 f;w@w«:ﬁ,{y o
ra ,s‘f & 4“‘, & #{fiﬁ ‘::f:ffi;g

Buitding

FCI Legend
Over 0.10
0.05-0.10
0.02 - 0.05
Less than 0.02

nononoy

S \ul‘ 13




174

Fiscal Year 2012 Facility Condition Index (FCI) by Facility

' Projected
Fiscal Year 2017 Facility Condition Index (FCI) by Facility
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As I discussed earlier, one emerging area of concern and
priority for us is the serious deterioration of the stone that
comprises the exterior fagades of most Congressional facilities.
Age, weather and environmental factors take a concerted toll on
the condition of the sandstone, marble, and other stone that
make up the buildings’ exteriors as well as other masonry
features located across the Capito! campus, such as the Olmsted
walls.

Water, in particular, is very destructive to stone structures.
The AOC has recorded evidence of water entry into the
interior of several buildings as a result of exterior stone
failures as well as wall separation, and stone movement or

misalignment.

To further assess the severity of the condition of the stone of
several Congressional facilities, the AOC recently completed
evaluations of the exteriors of the Russell Senate Office
Building, Cannon House Office Building, U.S. Capitol
Building, and the Taft Memorial. The Hart Senate Office
Building is currently under review. The results of the
evaluations confirmed that the conditions of exterior stone on
Congressional buildings across the Capitol campus are
severely deteriorating and need to be addressed quickly in

order to preserve as much original material as possible.

Restoring the exterior stone on these historic buildings will

take significant time and resources. In fact, many projects to address deteriorating stone remain on the
deferred projects list, including work on the U.S. Botanic Garden Conservatory. The Cannon House
Office Building fagade will be repaired as part of the planned comprehensive renewal project.
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Repairing these issues will take more than a coat of paint. To preserve the exterior building stone and
metals for as long as possible and to protect the building occupants and visitors from harm, we will
need to implement a long-term exterior stone restoration program that will prevent water infiltration;
slow deterioration of the stone and corrosion of decorative metals; repair existing damage and

deterioration, and remove disfiguring and damaging soil and stains.

Therefore, the AOC’s Fiscal Year 2014 budget request has included multi-phased, multi-year projects
to begin addressing this serious, emergent issue, starting with the U.S. Capitol Building and Russell
Senate Office Building, and will continue to include these types of projects in future budget requests to
ensure that we preserve the unique and historic architectural masonry features of the buildings that

serve the Congress and the American people.

Funding the following capital projects in Fiscal Year 2014 ensures that necessary investments are
made in our historic infrastructure, and increases the safety and security of those who work in or visit
the facilities on Capitol Hill. In addition, investing in the projects will continue to preserve national
treasures for future generations, and several are designed to allow the Congress to realize greater

energy efficiencies and savings.

s Dome Restoration — Phase IIB (Interstitial space) —
This next phase of the Dome Restoration is designed to
repair the interstitial space by upgrading mechanical,
electrical, lighting, and communications systems,
repairing roofing and catwalks, and improving fire
protection systems as well as making repairs and
repainting cast iron elements. (A4r right: Phote of Interstitiel
space in Capitol Dome.}

= Exterior Stone and Metal Preservation, U.S. Capitol, Phase I - This is the first of three
phases to rehabilitate exterior stone, metals, and lighting on the U.S. Capitol Building to
preserve this iconic facility’s historic, architectural features for the next century. The first phase
includes the North Extension, Senate Carriage Entrance,
West Terrace balustrades, the North Pediment Sculpture,
painted ornamental ironwork, bronze lamp posts, and
bronze chandeliers. As noted earlier, the exterior stone
and metalwork continues to deteriorate due to water
infiltration and other factors causing a loss of the historic
fabric that comprises the Capitol Building fagade. ¢4

right: Photo of missing stone around Capitol Buitding window.)
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Exterior Envelope Repair and Restoration, Russell Senate
Office Building, Phase I - Phase I of this multi-phased project
will address the north (C Street) side and the corresponding
interior courtyard fagade of the 104-year-old office building. The
work will include making repairs to the fagade, repairing
windows and doors, repointing masonry, restoring and
refinishing exterior metals, and making seismic upgrades to the
balustrades. The work is being divided into five phases that
correspond to the five sides of the building. (41 right: AQC staffer
removes weak stone from the Russell Buitding facade.)

Life-Safety Improvements — Safety is the top priority for the AOC, and a number of safety-
related projects are included in the Fiscal Year 2014 budget request including a project to
replace the exhaust system serving the main kitchen areas in the Dirksen Senate Office
Building. In addition, funding for several projects in the Library of Congress buildings is being
requested, including making improvements to fire doors in the Thomas Jefferson Building;
designing upgrades to the fire alarm and voice evacuation system in the James Madison
Building, and constructing a new egress stairwell and exits in the Thomas Jefferson Building.

Sustainability, Safety, and Accessibility

As I noted earlier, while we have been

Y2012 . .
Ruduction in Enargy Consumption £Y 2007-FY201 reducing energy consumption across

the Capitol campus, with the

& completion of the House Office
-114% & - & B Buildings Energy Savings Performance
a6.0%  (15.0% 17.0% -
-18.9% aLe% Contracts (ESPCs) in Fiscal Year
2013, meeting the mandated energy
FYO7 FY08 FYoo FY10 FYil friz

reduction goals will be more difficult

because the projects that yielded quick

results have been completed.

In Fiscal Year 2012, the AOC exceeded the Energy and Independence and Security Act of 2007 (EISA
2007) energy reduction goal of 21 percent by achieving a 21.8 percent reduction. This marks our
seventh consecutive year of meeting energy reduction goals outlined in EISA 2007, and represents
approximately $13.6 million in avoided annual utility costs. Meeting future energy reduction goals
will be very challenging. We will be required to achieve further operational energy savings to

complement our pipeline of larger scale energy savings performance projects currently in progress.

11
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The Capitol Power Plant (CPP) continues to play an essential role in the AOC’s long-term energy
conservation efforts, particularly with the implementation of cogeneration at the CPP. Cogeneration is
an energy efficient and cost effective means to meet future energy requirements by generating on-site
power at the CPP, The planned cogeneration project involves installing two cogeneration units to
generate both steam and electricity. Specifically, the system would consist of two combustion turbines
rated at 7.5 megawatts each and two heat recovery steam generation units rated at approximately 71.9

million British thermal units per hour.

Mr. Chairman, as the Subcommittee knows, the AOC worked with then-Speaker Nancy Pelosi and
Majority Leader Harry Reid in 2009 to address their request that the Capitol Power Plant move away

from using coal. We outlined three instances when coal would need to be used:

e While a natural gas supply line serving the CPP is upgraded to provide a sufficient gas
supply during the winter months; (This work has been completed.)

e Abnormally cold conditions place higher than normal demands on the CPP;

o Equipment outages or maintenance on the gas boilers that would necessitate the use of
the coal boilers as a backup. This includes a system-wide natural gas supply
interruption.

Since 2009, the Capitol Power Plant has relied on natural gas as its primary fuel source. In fact, the
Capitol Power Plant has been drastically reducing coal use since 2007. In Fiscal Year 2012, the
Capitol Power Plant relied on natural gas for 92 percent of its energy needs. By comparison, in 2005,

the Plant relied on natural gas only 42 percent of the time.

And, while the AOC has reduced coal use at the Capitol Power Plant over the past several years, it

cannot cease using coal until the new cogeneration plant is constructed.

The AOC has applied to the District Department of the Environment (DDOE) for Plantwide
Applicability Limit (PAL) permits and Chapter 2 construction permits. In addition, the AOC submitted
an application for a PAL permit from the Environmental Protection Agency (EPA). The EPA issued a
PAL permit on January 23, 2013.

The new permits required with the installation of cogeneration units would impose much more
stringent emissions requirements at the CPP. In addition, installing a cogeneration plant would increase

12
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system reliability, improve efficiency, and help save taxpayer money. It also would facilitate our goal
to use natural gas 100 percent of the time because the CPP would no longer rely on 60-year-old, less

energy efficient coal boilers, thereby significantly reducing greenhouse gas emissions.

Reducing energy consumption and saving natural resources saves money, as does preventing injuries

and accidents within the AOC’s workforce.

The AOC’s philosophy of Peopie First, Safety Always leaves no question about the agency’s
commitment to providing a safe environment for all who work at or visit the Capitol campus. This was
coupled with the rollout of an agency-wide, zero-injury safety culture enbancement program to
promote individual ownership and peer engagement in safe work practices. Due to these efforts, the
levels of safety and accessibility on the Capitol campus have never been higher, and the AOC

continues to improve the safety and accessibility of the historic buildings on Capitol Hill.

The AOC*$ campus-wide efforts have yielded great results. During the 111" Congress, the AOC’s
safety initiatives resulted in the number of hazards decreasing from over 13,000 in the 109" Congress
t0 5,400 in the 111" Congress. In addition, since Fiscal Year 2007, Congress has invested more than
$210 million in safety-related projects executed by the AOC.

At the same time, the AOC has successfully removed accessibility barriers while preserving the unique
historic and architectural features of these buildings and the grounds. As the AOC makes these
enhancements, we work to ensure that the measures installed provide the greatest level of accessibility

on the Capitol campus while at the same time preserving the national treasures entrusted to our care.

Congress has been very supportive of the AOC’s efforts to not only increase accessibility campus-wide
but to do so in an efficient and cost-effective manner. As part of our project prioritization process, we
work to minimize the budgetary impacts of these improvements by including Americans with
Disabilities Act (ADA) improvements as part of larger projects when appropriate. This helps to save
taxpayer dollars and to reduce the amount of construction occurring across the campus at one time.

Other ADA projects are made as part of the AOC’s routine repair and maintenance efforts.

13
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Enhancing Visiter Experiences

The primary goal of the Capitol Visitor Center (CVC) team is to inform,
involve, and inspire those who come to visit the seat of American
government. And, as the nine million guests who have made the U.S.
Capitol a priority while visiting Washington, D.C. can attest, it is clear

= that the AOC is accomplishing its goal of providing extraordinary

services and inspiring experiences.

On June 8, 2012, the CVC experienced its highest single visitation day
since January 2009, when it welcomed 17,563 visitors. Overall, the

CVC continues to welcome more than two million visitors annually.

Awards and Accomplishments

While we were presented with a number of challenges over the past year, we also were recognized for

stellar operational practices and we chalked up a number of notable achievements.

* Our staff once again successfully completed planning activities,
including the construction of the Inaugural platform in support
of the 2013 Presidential Inauguration.

» Recognizing the highest standards of federal accountability
reporting, the Association of Government Accountants (AGA)
presented its prestigious Certificate of Excellence in
Accountability Reporting (CEAR) Award to the Architect of
the Capitol for its Fiscal Year 2011 Performance and
Accountability Report. The annual CEAR award recognizes
high-quality Performance and Accountability Reports and
Annual Financial Reports that effectively illustrate and assess
financial and program performance, accomplishments and
challenges, cost and accountability.

* East House Underground Garage Renovation Completed — The renovation of the
deteriorating 1968 facility concluded on time and under budget. The repair and improvement
project received the GSA Sustainability Award and received a Leadership in Energy and
Environmental Design (LEED) for New Construction certification at the Gold level.

14
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e West House Underground Garage (West HUG) Renovation Completed — Using lessons
learned from East House Underground Garage Renovation project, the West HUG project
finished ahead of schedule and under budget. The improvements made will extend the useful
life of the garage, provide a safer structure for those who park there, and make it more energy
efficient.

e The AOC received its eighth consecutive Clean Audit Opinion from independent auditors on
its financial statements.

s We exceeded all of our small business goals; specifically beating our goals for women-
owned, veteran-owned, and HUBZone small businesses. We awarded nearly $23 million to
small businesses in Fiscal Year 2012.

Ceonclusion

Winston Churchill once said, “We shape our buildings; thereafter, our buildings shape us.” Mr.
Chairman, at the AOC, we have a unique role where we do shape our buildings, but in actuality our
buildings really shape us. They are the depositories of our history. They serve as our nation’s stage for
grand events such as Presidential Inaugurals or funerals, as well as provide a gathering place for our

citizens to express their views. And, most importantly, they hold the promise of our nation’s future.

Our basic mission is to care for and preserve the iconic facilities under our care for generations to
come. New and emerging issues, such as the deteriorating condition of the Congressional buildings’

exterior stone, will pose additional challenges in an austere budget environment.

In our efforts to anticipate future funding challenges, the AOC has significantly changed how it
prioritizes its spending requirements, and has developed payroll tools, analyzed efficiencies, and
developed strategies to prepare for impending budget impacts such as sequestration or a year-long

continuing resolution.

‘We appreciate the Congress’s support of and investment in our efforts and look forward to our
continued collaboration to serve the Congress and the American people, preserve the historic facilities

entrusted to our care, and inspire and educate those who visit the People’s House — our U.S. Capitol.

This concludes my formal statement. T would be happy to answer any questions the members of the
Subcommittee may have.

15



182

Mr. ALEXANDER. I agree with what Ms. Wasserman Schultz said
about the fact that we can’t argue that we are saving money when,
in fact, it is going to cost more if we delay a project. I think she
will agree with me that is a weak argument when you have a
bunch of mad folks and you are in a town hall meeting trying to
explain why there is a need to spend money, you know, so we just
sometimes idle back and refuse to talk about it.

DOME RESTORATION

Help me understand why your projected costs of renovating the
dome have risen in the last 3 years about 32 percent, and we know
that inflation has not been anywhere close to that number. So can
you help us understand why that projected cost continues to go up
so drastically?

Mr. AYERS. That is a great question. You know, the renovation
of the dome really goes back to 1990, and in October of that year,
there was a very significant water leak through the outer dome,
through the inner dome, right into the rotunda. From there our ef-
forts began; to study and evaluate what the problems and issues
with the Capitol dome were, and it took us some 10 years of study
and evaluation to really understand that.

Back then, I think our initial estimate for repairing the dome
was $45 million, and that is nowhere close to the $125 million we
think it will take today. And you are right, that is not inflation,
it is really poor estimating techniques, in my view. I look at that
estimate, and it had 3 percent contingency for doing a job as mas-
sive as that, and 3 percent is nowhere the kind of contingency you
need. It is more like 20 percent when you begin to uncover the kind
of damage that is out there.

We also found that those initial estimates didn’t comply with
code. They significantly underestimated the level of complexity and
contingency, and didn’t adequately cover the scope of work that is
necessary. We are quite confident today, through a series of cost es-
timates and independent reviews of that cost estimate, that we
have got the right scope of work and the right number.

Mr. ALEXANDER. Ms. Wasserman Schultz.

Ms. WASSERMAN SCHULTZ. Actually just to ensure that Mr.
Bishop—he has to leave for MILCON at 10:30, so you can skip me,
and I will go after him.

Mr. ALEXANDER. Okay.

Mr. BisHOP. Thank you very much.

Thank you, Mr. Architect.

I think you indicated that the longer we delay the projects, the
more difficult and the more costly they are going to be to repair.
You did give us an example when you mentioned the Cannon
Building.

ACCESSIBILITY TO CONGRESSIONAL BUILDINGS

Last October, the Office of Compliance released a report that
said that the sidewalks around all three office buildings were not
in compliance with ADA. During the 111th Congress, there were
154 access barriers to individuals with disabilities among the three
buildings, as well as 93 percent of the curb ramps not in ADA com-
pliance.
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What efforts have been made to address this situation? Will se-
questration hinder these efforts to bring the Capitol into compli-
ance with ADA?

Mr. AYERS. Thank you, Mr. Bishop. The report that you spoke of,
I think, came out this fall regarding ADA barriers that were
around the House office buildings. In that report they pointed out
about 270 issues with sidewalks and curb ramps, and to date we
have fixed 50 of those.

We have another 50 that we don’t think are correct, and we are
negotiating with the Office of Compliance now, and we are in the
process of planning and executing the rest of those. Most of them
are, generally speaking, maintenance issues. If you are familiar
with a curb cut, you know they have little bumps on the curb cuts.
You have seen those little red portions that are in the curb cuts
surrounding the Capitol campus. Some of those deficiencies or rath-
er some of the bumps are worn down, so we have to replace those.
Some of the caulking around some of those things, curb cuts, need
to be worked on. So most of those things are just maintenance
items. They are not serious access barriers to our buildings, I am
quite confident of that, and we have got them well under control.

And I don’t think, to answer the second part of your question,
that sequestration will affect our ability to execute those mainte-
nance items at all.

Mr. BisHOP. Okay, very good.

I believe in the draft of the CR, you are provided with some addi-
tional authority to transfer funds for completion of the Capitol
dome. How will it impact your operations overall if you have got
to transfer money from one account to the other, from some ac-
counts to other accounts?

Mr. AYERS. So in any fiscal year we are essentially appropriated
operations money; that is, money to pay people and money to buy
supplies and materials. And then on top of that we have capital
projects, capital with an A, and so we will take money from the
capital side of our appropriation and focus it on the highest pri-
ority, which we think is the dome today. So there will be other
projects that are in our budget that won’t be able to be done, and
we will focus our available resources on the Capitol dome, among
others.

Mr. BisHOP. Thank you very much.

Mr. ALEXANDER. I guess we will go back to Ms. Wasserman
Schultz.

Ms. WASSERMAN SCHULTZ. Oh, thank you. Okay.

Mr. ALEXANDER. We are going in the order that the members
came into the room.

Ms. WASSERMAN SCHULTZ. Thank you very much, Mr. Chairman.

CANNON BUILDING RESTORATION

It is sort of hard to know where to begin because this is a very
frustrating situation to find ourselves in. I want to just talk to you
about the House Historic Building Trust Fund. Can you just give
us a general update on the plans as they are proceeding for reha-
bilitating the Cannon House Office Building; and, namely, what
will the restoration consist of? And you requested $70 million for
this fiscal year for the Historic Buildings Trust Fund. What im-
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pacts would it have on the Cannon restoration progress if we do
not appropriate that amount or even any amount? What is the
minimum? I know you are going to hesitate to give me a minimum,
but what is the minimum that we have to add to the Historic Pres-
ervation Trust Fund for Cannon to proceed on the schedule we
need it to?

Mr. AYERS. So with regards to our progress to date, we have fin-
ished our planning, which really defines the scope of the project.
After planning we go into schematic design, design development,
and then construction documents, and then construction. That is
kind of how any major project is phased.

So we are finished with the planning. We are in the midst of
schematic design now. At the end of schematic design, essentially
that project is locked down, and the rest is execution. So our ability
to change and add, or correct, or revise really ends in the next few
months. After that it is locked down, and we begin to execute the
work. So that is where we are in terms of phasing.

The swing space we will use is in the O’Neill Building, so the
O’Neill Building work is coming along under a GSA contract well.
I think the base building will be done this month, or by April. Then
we will go into the installation of furniture and fit-out that space,
and it should be ready sometime late summer to begin to occupy,
if that is what we intend to do.

The Cannon Building is laid out in five or six phases. The first
phase will start in late 2014 or sometime in 2015, and that phase
is simply doing mechanical and electrical work in the building to
enable us to move people out one wing at a time. The first move-
out really won’t start until the 2016 congressional move cycle, and
then the second move-out will be on the 2018 congressional move
cycle, and then the 2020, and then the 2022 move cycle. So every
2 years is how we plan to do that.

In terms of the $70 million that is in our budget request just this
year, of course when we do any major construction project, we
would rather have all of the construction money up front. We don’t
think that is possible. That is, of course, why the Congress set up
the Historic Building Trust Fund. And we have laid out a process
from now through 2025 for us to stay on that schedule, which I
have spoken about, doing the first move-out in the 2016 congres-
sional move cycle. And starting in 2014, it is $70 million a year all
the way through 2025, and that is the minimum. If we don’t get
$70 million, we cannot stay on that schedule.

Ms. WASSERMAN SCHULTZ. So we have got to stay on pace in the
Historic Preservation Trust Fund, or if we don’t, then the project
will be delayed?

Mr. AYERS. Yes.

Ms. WASSERMAN ScHULTZ. Okay. And get more expensive.

Mr. AYERS. Yes.

Ms. WASSERMAN SCHULTZ. And cause us more problems because
the more the building deteriorates, the tougher it is for us to func-
tion.

Mr. AYERS. And maintain it day to day.

RAYBURN GARAGE RENOVATION
Ms. WASSERMAN SCHULTZ. And maintain it day to day.
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I have a few different questions, but I will ask the major ones
right now, Mr. Chairman.

Your budget request for the Rayburn garage asks for $32 million
for rehabilitation, and, you know, we know that that is becoming
a dire situation, at least from my recollection, and that is just
phase 1. The total projected cost is $120 million.

Given the budgetary climate, given the sequester and the possi-
bility of this being the new baseline, what can we do? What can
be done? What happens if you can’t secure funding for the Rayburn
garage rehabilitation? I mean, what can you do to maintain the
current state of the garage, and is its use jeopardized?

Mr. AYERS. You are right, we have broken that into four phases.
I think the total cost is about $120 million. I think there are a cou-
ple of options. We can begin to take it from four phases to five
phases, or six phases, seven phases, and break it into smaller
pieces to begin to address it. I think that is a viable option.

I think, secondly, our maintenance team is doing a good job stay-
ing up with the most urgent problem areas today. We can certainly
close sections off that pose an imminent threat to collapse or falling
concrete. So I think that is an option as well.

Ms. WASSERMAN SCHULTZ. But no way to run a rodeo, Mr. Chair-
man.

I have other questions, but I will save them.

Mr. ALEXANDER. All right. Mr. Moran.

REDUCING OVERTIME

Mr. MoRAN. Thank you, Mr. Chairman.

I noticed that in determining how you are going to address the
sequester, Mr. Ayers, you cut 72,000 overtime hours. That is out
of how many overtime hours did you include in your budget do you
have to pay for? What is the total number of overtime hours?

Mr. AYERS. That is a great question and one I was hoping some-
one would ask, because we have made great strides.

Mr. MORAN. I did not mean to set you up; I just was curious.

Mr. AYERS. I am glad that you did.

Mr. MoRAN. All right.

Mr. AYERS. You know, for a number of years

Mr. MORAN. I am glad it is a softball question.

Mr. AYERS. The Architect of the Capitol has expended almost
300,000 hours of overtime consistently for about 10 years, and we
decided a year and a half or, 2 years ago, that we really need to
make strides in finding a different model to conduct our business.
That is not sustainable. And in 2 years we have been able to get
that number in half to about 150-, 175,000 hours of overtime in
any given year. So our current budget has about 150,000 hours of
overtime.

Mr. MORAN. So you have budgeted——

Mr. AYERS. We cut it in half.

Mr. MORAN. In the fiscal year 2013 budget, you have got 150,000
hours of overtime. That is part of the budget request?

Mr. AYERS. Correct.

Mr. MORAN. Okay. Why would you have that much overtime? I
mean, I know why people would request it, because what is it, time
and a half?
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Mr. AYERS. Correct.

Mr. MORAN. Time and a half. So there obviously would be a sub-
stantial incentive to want to be compensated for overtime, and that
would significantly increase their compensation. But is it because
you do not have enough staff, or that some staff just have to work
16 hours to do their project? I mean, do you have any quantifica-
tion of the cost of this 300,000 overtime hours, for example, in prior
yﬁarg? Do you have any dollar numbers that are associated with
that?

Mr. AYERS. That is about $10 million.

Mr. MORAN. About $10 million in additional personnel costs be-
cause of the overtime.

Is this something you got into, Debbie? Am I getting into an area
you have already covered?

Ms. WASSERMAN SCHULTZ. No.

Mr. MORAN. Oh, okay. Good.

Ms. WASSERMAN SCHULTZ. Just listening.

Mr. MoraN. Okay. So we now have budgeted for 150,000 over-
time hours. Normally when you are putting together a budget, the
management would try to figure out how can I put this under reg-
ular hours to avoid time and a half. In other words, the compensa-
tion going to some members is going to be fairly high. Is this man-
agement staff that is getting the overtime primarily, or is this the,
you know, maintenance staff at lower salaries?

Mr. AYERS. It is a little bit of both. And I think we have made,
you know, great progress going from 300,000 hours to about
150,000 hours. So that represents changing schedules. Someone
that would normally work on a Saturday on overtime, we have
changed that shift not to work Monday through Friday now, but to
work Tuesday through Saturday, and that eliminates that over-
time.

Mr. MORAN. Good for you.

Mr. AYERS. I think there is still more work that needs to be done
there, but, you know, overtime is not going to go to zero.

Mr. MoRAN. No.

Mr. AYERS. With the number of special events and security
events that we have around the Capitol, those things just have to
be done on overtime. It doesn’t make sense to hire people.

Mr. MORAN. I can just imagine, you know, a Hill article pointing
out somebody in your office, you know, making $200,000 a year or
something because of overtime. I mean, that happens with public
safety people, and then everybody goes ballistic. So it is something
that we want to keep track of.

CAPITOL POWER PLANT

With regard to the Capitol power plant, because of the Nationals
stadium and all of the development around Nationals stadium,
which is contiguous to the power plant, that land has become ex-
traordinarily valuable. We have got a power plant sitting on it.
Kind of like the power plant on the Potomac River, you know, most
expensive, valuable property, and we have got a big coal-fired
power plant.

Now, it is no longer a coal-fired power plant, and a lot of the
credit goes to Ms. Wasserman Schultz that you are using gas-fired
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now, and you are going to go to cogeneration, but it is still—and
I understand one of the problems if you were to sell the property
is you are going to have a lot of hazardous material, I assume, be-
cause of the coal burning.

But it is really not the best location for a power plant, and I was
told by some people in the city that there have been efforts in the
past to simply replace it with other sources of power, which could
be done at an extraordinary savings; if you were to just use other
power sources, that is hundreds of millions of dollars that could be
saved over time. Have you looked into that as an option?

Mr. AYERS. So certainly we have, and we agree with you that,
you know, having a power plant right in the heart of the city is
not the best thing. But we engaged the National Academy of
Sciences and brought in a series of experts to help us figure out
what is the best long-term energy source for the Capitol complex;
what do we need to do to ensure that we are doing the right thing
to provide steam and chilled water to the Capitol complex, because
we purchase electricity.

Mr. MORAN. I understand that you purchase electricity.

Mr. AYERS. Right.

Mr. MoRAN. It is not electricity, it is not the heating, it is not
the lighting, it is the air conditioning. That is what it basically
does.

Mr. AYERS. Air conditioning and heating.

Mr. MoORAN. Well, does it provide all of the heating for the Cap-
itol complex? That is where we get all of our heating?

Mr. AYERS. Yes.

Mr. MORAN. All of our heating and all of our air conditioning is
coming from that?

Mr. AYERS. Yes.

Mr. MORAN. Do you have a financial analysis of the alternative
if we use a conventional commercial source?

Mr. AYERS. Well, you know, that really just became cost prohibi-
tive, because we would have to replace that some other way. We
did a quick economic analysis of what it would cost if we shut the
plant down, and instead of doing—making steam to heat centrally,
which is the most efficient, and we do it at each individual build-
ing, what would that cost us? And it was just an astronomical
number that none of us could come up with.

Similarly, we looked at making chilled water that we use to air
condition the buildings. What if we stopped that at the plant, and
we did it in each individual building? The numbers just are so as-
tronomical that it wasn’t worth investing any time to further look
at that.

Mr. MORAN. Right.

Now, what do all the private-sector buildings all around it, who
are charging now extraordinary amounts per square foot because
that land has become so valuable contiguous to the power plant—
where do they get their heating and cooling from?

Mr. AYERS. Many of them make it themselves in their own indi-
vidual buildings.

Mr. MORAN. Really?

Mr. AYERS. Absolutely.



188

Mr. MoRAN. What is that brand new residential facility? Are
they doing it?

Mr. AYERS. Capitol View, I think it is.

Mr. MORAN. Okay. They make it in their own individual build-
ing?

Mr. AYERS. Uh-huh.

Mr. MORAN. Really? And the Fairchild Building?

Mr. AYERS. Yes.

Ms. WASSERMAN SCHULTZ. Would the gentleman yield?

Mr. MORAN. Yeah, I would like to. I am just curious.

Ms. WASSERMAN SCHULTZ. So the study that you did to see
whether we could eliminate the power plant and do it in each
building was part of the whole process we went through with the
switch to natural gas, and wasn’t one of the conclusions that it was
so expensive because of the age of our building, our facilities, and
that to—I mean, if it were a brand new building, or if you were
building it from scratch, it would be more cost effective, but be-
cause what we would have to do to the facilities, it makes it cost
prohibitive?

Mr. AYERS. Absolutely.

Ms. WASSERMAN SCHULTZ. Yield back.

Mr. AYERS. A completely new distribution system, a completely
new

Ms. WASSERMAN SCHULTZ. In a 100-year-old, 75-year-old, 50-
year-old building?

Mr. AYERS. Right, right. And it takes significant space that you
have to find other places to put people and equipment. But cer-
tainly making steam and making chilled water in what we call a
district system centrally and distribute that out, just as GSA does
for GSA buildings, virtually every college campus does, is the most
efficient and economical way to do it. Our energy costs would sig-
nificantly increase by putting that capacity in each individual
building. It would not necessarily save money.

Mr. MoORAN. That is fascinating. I am familiar with the history,
and I know Ms. Wasserman Schultz is. It was Senator Byrd who
insisted that it be coal fired for a few jobs and a lot of coal from
West Virginia, but I am glad we have moved beyond that.

I just have one last question, Mr. Chairman, if I could ask it. We
discontinued the House page program. What are we doing with the
House page dormitory since, ironically, that is one of the few build-
ings that actually passes the Facility Condition Index and nobody
is using it?

Mr. AYERS. It is currently vacant, and we are simply maintaining
that. There are no current uses for that, to my knowledge.

Mr. MoRAN. Okay. All right. I guess that takes up my time.
Thank you, Mr. Chairman.

Mr. ALEXANDER. Mr. Valadao.

Mr. VALADAO. I was interested in the page program.

Mr. ALEXANDER. Well, I would like to hear more about the build-
ing. I don’t know the size of it. I know what it was used for, but
are there any ideas about its usefulness?

Mr. AYERS. For the page school you are speaking of?

Mr. ALEXANDER. Yes.
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Mr. AYERS. We currently don’t have any plans to use that space.
I think it really is a matter before the House Office Building Com-
mission of what is the best use for that space.

Mr. VALADAO. In regards to the power plant, when was it con-
structed?

Mr. AYERS. 1910.

Mr. VALADAO. 1910. I assume it was probably fairly inefficient
when it was a coal-fired plant?

Mr. AYERS. It certainly was. It has been added to a number of
times.

Mr. VALADAO. When you converted it to natural gas did it be-
come more cost efficient?

Mr. AYERS. Absolutely.

Mr. VALADAO. In what ways?

Mr. AYERS. You know, from the natural gas perspective, we use
natural gas to boil water to make steam to heat our buildings. So
today we use about 92 or 93 percent natural gas as our fuel source,
and the rest is between coal and fuel oil, and the cogeneration sys-
tem that we are designing and will soon start construction of really
gets us to 100 percent natural gas use, with fuel oil as a backup,
and gets us completely off coal.

Mr. VALADAO. In regards to the chilled water and everything else
used that connects to the buildings, if you were to relocate, the dis-
tance, the plumbing, etc., I assume it would be costly given the age
of the facility?

Mr. AYERS. Absolutely.

Mr. VALADAO. That puts us in a tough spot, thank you.

U.S. BOTANIC GARDEN

Mr. ALEXANDER. Mr. Ayers, the Botanic Garden is always an
easy target. A lot of people visit that in a year. Can you give us
an idea as it relates to some of the other sites well visited, the dif-
ference in maintaining, costwise maintaining, the Botanic Garden
versus some of the other sites?

Mr. AYERS. Certainly, Mr. Chairman. You know, that is such an
important building for us. It really dates back to our original
founding where George Washington himself promoted the value of
plants, horticulture, and botany in our society. It is still an impor-
tant mission for us today to educate the public and Members about
the importance of plants in our society. And they are not becoming
any less important, that is certainly for sure. So we take very seri-
ously that mission to educate and inform and inspire people about
botany and plants.

We get about one million visitors a year to that facility. At the
Capitol, we get about 2.3 million visitors a year to the Capitol
Building, so an enormous number of people come through there to
learn about the value of plants.

The plants that you see there are not necessarily grown there.
To create such a beautiful display of plants really takes 25 acres,
25 miles from here, to grow and cultivate the beautiful specimens
that you see there that are brought in to put on display and then
taken back out and refurbished. So it is really not just what you
see here, but there is a tale behind that that really makes the
whole thing work. So it is quite an expensive endeavor.
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Mr. ALEXANDER. And that facility is where?

Mr. AYERS. It is in Blue Plains, so it is several miles from here
down on the Potomac River.

Mr. ALEXANDER. Is it open to the public?

Mr. AYERS. It is open to the public 1 day a year, where the gar-
den has 1 day that you register, and we bring people and show
them all of the behind-the-scenes work of how we grow and propa-
gate the beautiful plants that are there.

Mr. MORAN. That is a lot of fertilizer in Blue Plains for those
plants. I do not mean to interrupt you, Mr. Chairman. I am just
wondering, are you using that fertilizer? Are you treating it with
the sewage plant?

Ms. WASSERMAN SCHULTZ. No, we are using it here.

Mr. AYERS. Blue Plains is a water treatment facility.

Mr. ALEXANDER. I was wondering if that is what he was getting
at.

Ms. WASSERMAN SCHULTZ. He wouldn’t go there, but I did.

Mr. AYERS. We don’t use the product coming out of the water
treatment facility to fertilize our plants there, but we get other
benefits.

Mr. ALEXANDER. He wasn’t thinking about the water treatment
facility either.

Ms. Wasserman Schultz.

Ms. WASSERMAN SCHULTZ. You took the words right out of my
mouth with the Botanic Garden. My family is among the 1 million
visitors. My children’s favorite place in the Capitol complex, really
in all of Washington, is the Botanic Garden besides the Young
Readers Room at the Library of Congress.

And, Mr. Chairman, maybe you and I could host an event at the
Botanic Garden to just—the only time I think Members really go
to the Botanic Garden is when they are first elected, and that re-
ception during the orientation week is held for them there, and
then maybe some of them never go again. But it is an incredibly
beautiful place. I mean, I have been over every scrap and inch of
the gardens with my children, including my son, who really, even
though he is 13, still gets a charge out of seeing all the neat and
cool plants that—you know, even though we live in Florida, and we
have exposure to a lot of different types of botany, still gets excited
about the unique plants that he can see there.

And I think it is an inspirational place, and it would be good,
just like with the printing, with GPO, you know when GPO is an
inviting target because it seems like a waste of money to be spend-
ing resources on printing, and we know that underneath the sur-
face of what it is called is an important role for both of those facili-
ties. So just a suggestion.

And just the only other question I have left, Mr. Chairman, is
just on the storage module for the Library. You listed it as an im-
mediate need, and it is the only new construction on your project
list, so how did it get an immediate needs rating through your fa-
cility assessment process?

Mr. AYERS. The primary reason that that has risen to the top is
the safety component of that project.

Ms. WASSERMAN SCHULTZ. Okay.



191

Mr. AYERS. So you might not think that building a new building
for the Library has a safety component, but the reason that we
need to build that new building is there are books on the floor in
the library stacks. That is a safety problem. The Office of Compli-
ance has really brought it to our attention and is urging us to fix
that issue.

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman.

Mr. ALEXANDER. Going back to something Mr. Moran talked
about a minute ago, who goes out and measures the bumps in the
sidewalk you were talking about?

Mr. AYERS. The Office of Compliance does.

Mr. ALEXANDER. I guess the bumps are to keep the wheelchair
from sliding off?

Mr. AYERS. The bumps certainly help from a slip, trip, and fall
perspective, but the bumps also are for the blind. So a blind person
with a walking stick will feel those bumps and know this is where
they can enter and exit from the sidewalk or from the street.

SUMMERHOUSE

Mr. ALEXANDER. Mr. Moran, do you have another question?

Mr. MoORAN. Yeah, just a couple quick ones. First of all, I betray
my ignorance. What is the summerhouse? Is this something that
is available to us that we are not taking advantage of? What is the
summerhouse? Is this one of those Senators’ perks that they don’t
share with the House, or what is it? Do you know, Mr. Chairman,
what the summerhouse is?

Mr. ALEXANDER. No.

Mr. MORAN. It is in the worst condition of any building on cam-
pus apparently, at least it was last year. Now it 1s the second worst
next to the Senate underground garage. Frankly, the Senate under-
ground garage is their problem.

Mr. ALEXANDER. I have been up there before.

Mr. AYERS. It is on the northwest part of Capitol grounds of Cap-
itol Square. It is sometimes referred to as the Grotto. It is this lit-
tle brick structure.

Mr. MORAN. Oh, when I was single up here on the Hill as a staff
guy, I used to go down there all the time.

Mr. AYERS. It is a great place for dates.

Mr. MORAN. Oh, a great spot. Oh, that is deteriorating? What is
going on there? It is just stone. What is the problem?

Mr. AYERS. So it is, you know, from 1879 or 1880, Frederick Law
Olmsted designed and built that himself. You know, you can imag-
ine the summers in the Capitol Building without air conditioning.

Mr. MORAN. Yeah.

Mr. AYERS. And this was a place for Members to come out of the
Capitol and find a place for some shade, a little water, and a place
to cool off and a place of respite, and

Mr. MoORAN. I get all that. What is the problem with it? Why is
it in the worst condition?

Mr. AYERS. It is severely deteriorated. It has not been main-
tained over time. There has been, trees have grown in.

Mr. MORAN. Really? Okay. All right. Well, I know what it is now,
and I am glad the chairman has taken advantage of it.

Ms. WASSERMAN SCHULTZ. How much would it be to restore it?




192

Mr. AYERS. I think that is in our current budget at $2.2 million.

Mr. MORAN. Gee. All right. The Rayburn House Building is con-
sidered in poor condition now. It was not until this year. That is
where our offices are for the most part. Why is it in such poor con-
dition? Is it all because of the garage?

Mr. AYERS. Most of it is because of the garage. That really is
what kicked it over into poor condition; this $120 million of de-
ferred maintenance.

Mr. MORAN. Okay. All right. Fine. Can I ask one little question?
I got a new office now, I have moved into Barney Frank’s old office,
and our only view is of the courtyard. The courtyard has all this
pond scum on it, now it is not a particularly attractive thing. You
leave that water in there, do you, for structural reasons to fester
and so on until the spring?

Mr. AYERS. Well, it certainly should not have scum and other fes-
tering things in it, and it sounds like something we need to get
cleaned up.

Mr. MoraN. Well, you do not have to, and you do not have to do
it personally, but, you know, I was just curious why it is so unat-
tractive right now. Okay.

Mr. AYERS. Thank you.

Mr. MORAN. Fine. Thank you, Mr. Chairman.

Mr. ALEXANDER. I guess I was mistaken when I said I know
what the summerhouse is. I was thinking of the place out, I guess
it would be in the northeast of town where Lincoln spent so much
time when he was President. What is the name of that place out
there? It is the original site of the first veterans cemetery; is that
correct?

Mr. AYERS. I do not know where that is.

Mr. MORAN. That is that old soldiers home, yeah.

Mr. ALEXANDER. The old soldiers home.

Mr. AYERS. Okay, the old soldiers home, sure. Yeah, the summer-
house is just a very short walk from the Capitol building. It is on
Capitol Square. You do not even cross Constitution Avenue.

Mr. MORAN. It is a misnomer to call it a house really.

Mr. AYERS. It is, yes. It is often called the Grotto.

Mr. ALEXANDER. Any other questions?

Mr. MoORAN. No. I see Debbie has a picture of it which is a very
attractive picture. That is the nicest picture of it I have seen.

Ms. WASSERMAN SCHULTZ. Yeah, I was going to say that picture
does not do justice to how poor the shape is.

Mr. MORAN. Oh, that is a Google picture?

Ms. WASSERMAN SCHULTZ. Yes.

Mr. MoORAN. Thanks very much, Mr. Ayers. Thank you, Mr.
Chairman.

Mr. Ayers, we appreciate your being here today and your discus-
sions. Thank you.

Mr. AYERS. Thank you.

Ms. WASSERMAN SCHULTZ. Thank you.

Mr. MoORAN. Thank you.

[Questions submitted for the Record by Chairman Alexander and
ranking member Wasserman Schultz follows:]
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QUESTIONS SUBMITTED FOR THE RECORD BY CHAIRMAN ALEXANDER
ARCHITECT OF THE CAPITOL, FY 2014

POWER PLANT REVITALIZATION

Question. Mr. Ayers, you are requesting $20.2 million for Phase IIB of the “Capitol Power Plant
Refrigeration Plant Revitalization” project. Your current estimate for this project is $183 million of
which $26.2 million is still to be resolved in Fiscal Year 2013.

Please briefly explain the details of this project.

Response. Inrecent summers, the demand for chilled water, which is used to air condition
Congressional buildings, was stretched to capacity. Had any of the, existing, antiquated chillers failed,
the lack of air conditioning could have significantly impacted Congressional operations. The
Refrigeration Plant Revitalization Program is a three-phase project designed to address significant
structural, mechanical, and electrical needs of the West Refrigeration Plant, which houses the chillers.
A key challenge of this project is to maintain reliable operations throughout the construction period
from Fiscal Year 2012 — Fiscal Year 2018. Implementation of a phased approach for constructing
infrastructure (chillers, cooling towers, pumps, switchgear) before removal of existing aged and failing
components will ensure uninterrupted cooling to the Capitol complex throughout this program.

. Phase I — Awarded in Fiscal Year 2012, planned for the relocation of the existing chillers
{(installed 2003) from the inoperable East Refrigeration Plant to the West Refrigeration Plant
Expansion {constructed in 2007). This was changed to replacing the chillers with two new 3,000-ton
chillers. This will save approximately $800,000. These chillers were not usable in their current
location due to failed and inadequate infrastructure.

. Phase IIA and IIB ~ Phase I1A involves installing two additional chillers and associated
mechanical/electrical infrastructure to allow removal of the circa-1978 chillers in the West
Refrigeration Plant. Phase IIB would add three cooling towers and make the necessary, associated
infrastructure improvements to the Plant. We anticipate Fiscal Year 2013 and Fiscal Year 2014
construction awards. These phases allow the West Refrigeration Plant Expansion to support the peak
summer cooling load, permitting the West Refrigeration Plant to be shut down for renovation.

. Phase III - Revitalizes the West Refrigeration Plant including structural, mechanical and
electrical renovation to address deficiencies. The West Refrigeration Plant is an integral part of the
Capitol Power Plant and is required to meet the air conditioning needs of the buildings served by the
Capitol Power Plant.

Question. Currently, and for the foreseeable future, without the revitalization does the plant have the
capability to meet heat and chilled water needs for the Capitol complex and the clients serviced by the
plant?

Response. Currently, the Capitol Power Plant has the ability to meet the needs for heat and chilled
water; however this capability is seriously taxed during peak demand times due to the advanced age of
existing equipment. Some of the chillers that we rely upon during peak summers periods are more
than 30 years old and frequently break down. Due to their age, replacement parts are difficult to
procure. In addition, because of their age and unreliability, if there are more than two chiller failures
during a peak demand time, the chiller water system will not operate properly. In addition, continuing
to make large investments in 30-year-old chillers is not practical, and as this equipment continues to
age, significant outages are more and more likely. As we saw during recent summers, the Capitol
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Power Plant experienced multiple chiller failures that greatly compromised the Capitol Power Plant’s
ability to meet the Congressional facilities” air conditioning needs. If the Revitalization does not occur,
and there are catastrophic failures of the chiller system, there is a serious risk that Congress would not
be able to meet in the Capitol Building due to extremely high temperatures in the Chambers.

Question. If we have chiller failure, chiller rental is a probability. Exactly what is chiller rental, the
pros and cons associated with it, and the associated cost?

Response. Chiller rental is a way to supplement existing chilled water generation capability if a
significant failure occurs in a facility’s chiller system. Private companies maintain a fleet of chillers
mounted on trailers to be deployed during these emergencies, but the numbers available market-wide
are very limited on short demand. The rental chillers would be required to meet the three-month peak
summer air conditioning demand if a significant failure of an old chiller were to occur. We anticipate
that at least 10 rental chillers would be needed to equal the capacity of one existing chiller. The rental
cost for three months is approximately $3 million. This cost includes renting 10 500-ton chillers with
pumps and other equipment necessary to connect the rental chillers to existing Capitol Power Plant
electrical infrastructure.

Pros:
e Chiller rental provides the ability to recover from a significant failure impacting the Capitol and
the clients served by the Capitol Power Plant.

Cons:

® Air cooled rental chillers are much noisier that the current systems at the Capitol Power Plant
and complaints from local residents are likely.

® The cost associated with renting chillers is not included in the Capitol Power Plant budget.

e Additional staff would be required to operate the temporary chillers resulting in higher
overtime costs not included in the existing budget.

o Rental chiller space requirements would impact the ability of the Capitol Power Plant to
function and perform other ongoing projects as the 10 tractor trailers would consume much of
the available Capitol Power Plant site.

e The Architect of the Capitol (AOC) would need to install the necessary electrical infrastructure
to support, or much of the power would have to be provided by rental generators, resulting in a
number of fuel storage tanks.

o The market for rental chillers is very limited on short notice. Timing on recovery from a
significant failure at the Capitol Power Plant is highly dependent on market availability. In
order to ensure a quick response, the AOC would need to enter into a contract on the required
number of chillers prior to the failure, making the cost volatile.

* A point of connection for the rental chillers to utilize at the Capitol Power Plant is currently not
available, requiring additional funds to implement and accelerate.

Question. For the record please provide a status report on the Cogeneration Management Program.
Response. The cogeneration project involves installing two gas-fired cogeneration units at the Capitol
Power Plant's East Refrigeration Plant (ERP) with all associated required equipment and infrastructure
to generate electricity and steam. All of the demolition work planned for completion at the ERP prior
to the start of new construction has been completed. In addition, we have received the 100 percent
construction documents from the contractor, and are in the process of ensuring that they meet all of our
requirements. During the latter phase of the design work, we identified opportunities for cost
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reductions that could be achieved rather simply. Therefore, rather than holding up the completion of
the original design, or the beginning of construction, we included the design changes in the design-
build construction contract that is expected to be awarded this summer. The AOC received the air
permits necessary for the project from the Environmental Protection Agency in January 2013, and we
expect to receive the required air permits from the District Department of the Environment by this
summer. The project is scheduled to be completed for the heating season of 2015-16.

HUMAN CAPITAL MANAGEMENT SOFTWARE

Your justification reflects that 17 percent or $3.961 million of the total Information Resource
Management program group is for human capital management software, including pre-negotiated AOC
enterprise-wide human capital management software.

Question. What is pre-negotiated AOC enterprise-wide human capital management software?
Response. The AOC’s human capital management software is the agency’s human resources
information system (HRIS) that is provided by Avue Digital Services. Our 10-year partnership
agreement with Avue was negotiated in 2003, and will end in December 2013.

Question. What all is provided with this software?

Response. This HRIS is a web-based solution that provides automated support for most human capital
programmatic activities, including recruitment; hiring; performance management; workers’
compensation; retirement, payroll, and processing.

Question. This seems rather expensive. Have you considered another alternative?

Response. Yes, the AOC is currently exploring other alternatives with particular focus on the shared
services center (SSC) model established by the Office of Personnel Management. Using a shared
service center, which must be an OPM-approved Human Resources Line of Business as a shared
service provider, would permit the AOC to share an HRIS with other Federal agencies. We expect
results of our ongoing exploration to be available in August 2013. After these results are analyzed, the
AOC will decide on which alternative offers the required functions at the lowest cost.
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Question. What is the total cost, broken down reflecting salaries, benefits, and other costs in detail, of
your human resources operation?
Response.

Human Capitol Management Division (HCMD)

FY 2012 Operating Cost
Personnel
Salaries $3,893,245
Banefits $1,124,437
Total Personnel costs $5,017,682
Program Support
AVUE Systems Support $3,616,499
Operating Support $1,705,987
Transit Subsity Program $1,172,033
Total Program Support $6,494,519
Total HCMD Program $11,512,201
CAPITOL BUILDING

Question. In addition to the funding for the Dome project, you are requesting $16.6 million of an
estimated $31.8 million total project cost for rehabilitation of the exterior stone, metals and lighting of
the U.S. Capitol.

For the record provide in detail each element of the anticipated work and the cost associated with each.

Response. North Wing Extension - $10,775,943 and Senate Carriage Entrance - $1,321,987

The rehabilitation and preservation work includes re-pointing the stone joints; repairing loose, cracked,
spalled and deteriorated stone; removing the abandoned bird deterrent system and repairing the anchor
holes, and removing and resetting shifted and displaced stone. Also included in the scope of work is
general and detailed cleaning of the stone to remove disfiguring and damaging soil and stains.

Sculpture Conservation, Pediment, Senate Wing - $664,000

This work includes documenting existing conditions, assessing structural stability of sculpture,
consolidation and cleaning, testing, and preparing conservation documents. Preservation work includes
cleaning and consolidation of the deteriorated marble sculpture, removing the bird deterrent system
and repairing anchor holes, and re-pointing the stone joints.

Exterior Lighting & Metal Preservation - $3,761,883

The bronze lamp posts and railings will be cleaned and finished to match their original appearance and
the interior and exterior of the wrought iron, cast iron and steel lamp posts and railings will be cleaned
of corrosion, then primed and painted. The bronze chandeliers will be cleaned to remove the existing
coatings and corrosion and the original finishes restored. Broken glass will be replaced.
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A/E Fees to Update Existing Documents - $75,000

Updates include planning and design for the temporary lighting while the historic fixtures are being
restored, planning and design for site utilization, contractor lay-down and storage areas and current
security requirements.

Question. How did you determine what areas needed to be addressed first?

Response. A condition assessment of the exterior stone, metals, and lighting was performed to identify
the nature, extent, and severity of deterioration. The assessment determined that there is significant
stone degradation and metal corrosion largely due to weathering and water infiltration. The North
Extension, which has not had a comprehensive masonry restoration effort since its completion in the
1860's, is the area of the Capitol most exposed to prevailing weather from the Northwest, and is most
deteriorated.

The most severe conditions of cracking, spalling, stone erosion, mortar loss and water penetration are
found at the north and west elevations of the Senate Extension. Deterioration of the bronze and ferrous
metal light fixtures and railings is present at all elevations and is endangering their stability and
causing staining of the surround stone. Because the metals are the root cause of the stone staining,
they will be restored first or removed before or at the same time the stone is cleaned. Not only is this
phasing practical, the inclusion of all metal restoration in the first phase of the project will result in
significant cost benefits.

CAPITOL GROUNDS

Question. You are requesting increased funding to cover the potential increase for tort claims. What is
the current base and the requested increase for Capitol Grounds?

Response. In Fiscal Year 2012, the AOC acquired ownership of Union Square from the National Park
Service, an area of approximately 526,867 square feet. It consists of the Capitol reflecting pool,
memorial trees, historic landscape, sidewalks, steps and the Grant Memorial. As the AOC has testified
before the Subcommittee, many of these elements were in poor condition resulting in visitors tripping
and falling on cracked sidewalks, broken stairs, or other infrastructure in disrepair. The requested
increase in tort claims funding reflects impending claims associated with Union Square surroundings
due to pedestrian related mishaps on the Grounds and sidewalks or the occasional property damage
claims.

The Capitol Grounds Fiscal Year 2012 baseline for tort claims is $20,000, and, due to the amount of
Deferred Maintenance associated with the grounds, steps, and sidewalks that comprise Union Square,
an additional $20,000 increase is requested in Fiscal Year 2014 making the new baseline $40,000.

Question. For each jurisdiction what is the base for potential tort claim costs?

Response. The bulk of the tort claims costs are associated with the Capitol Grounds jurisdiction
because they are responsible for the all of Capitol Grounds (i.e. trees, pavement and sidewalks, steps,
landscaping, and historic structures) where most of the mishaps occur. Therefore, a budgeted baseline
has been established within this annual account. Other jurisdictions have experienced fewer tort
claims. Any tort claims paid from these appropriations are covered within the annual operations
budget. For example, in Fiscal Year 2012, claims obligations reflected for the Senate Office
Buildings, Library Buildings and Grounds and Capitol Power Plant totaled less than $1K each; the
House Office Buildings totaled nearly $2K, and General Administration was $3K.
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LIBRARY BUILDINGS AND GROUNDS
Question. You are requesting $11 million to construct a new masonry exit stair, new freight elevator
and exhaust shaft in the southwest courtyard of the Thomas Jefferson Building (TJB).

There are spiral staircases located at each corner of the TIB. Why can’t those staircases be brought up
to code, presumably at lower cost, than construction of new exit stairways? Have you considered this
alternative?

Response. For all egress requirements, the AOC Design Standards utilize the 2009 Life Safety Code
that does not permit spiral stairs to be used as an exit for assembly type occupancies. Therefore, the
spiral stairs cannot be used as emergency exits in accordance with Federal code.

Question. Your justification reflects that additional stairs are planned in future budget requests.
What is the total cost of this project?
Response. The total cost of the stair projects is $60,400,000. This program will mitigate Office of
Compliance citation number 31-2. This includes:
¢ North Stair project relocation of existing collections, $5,300,000; Funded in FY 2011
¢ North Stair construction, $13,100,000; Requested in FY 2013
¢ West Main Pavilion Stair construction $11,000,000; Requested in FY 2014
e South Stair collection relocation $8,000,000, and Southwest Stair construction
$8,000,000; To be requested in FY 2015,
e South Stair $15,000,000; To be requested in FY 2016.

Question. You are requesting $4 million for Fire Door Improvements for 80 exterior door assemblies.
This is phase two of a three phase project. What will be addressed in each phase of this project?
Response. This project is an integral part of the abatement plan to address Office of Compliance
citation 31-3:

e Phase I completion addressed the installation of 31 new fire doors in the Thomas Jefferson
Building (TIB), and 54 new doors in the John Adams Building (JAB).

e Phase II will address 80 interior door assemblies within the TIB by replacing the doors with
fire-rated replicas and infilling existing cast iron frames with grout. This phase will also
correct the egress swing direction of 30 interior door assemblies within the TIB.

o Phase III will address four interior door assemblies in the TJB and four interior door
assemblies in the JAB upgrading to Fire Code compliant hardware.

Question. What is the total cost of both phases?

Response. Phase I was completed for a total of $380,000; utilizing Minor Construction funds (FY
2008/2012).

Project design cost for Phases II and T is $730,000. Project construction cost for Phase II is
$3,781,000. Project construction cost for Phase III is estimated at $2,000,000. Total project cost for
Phases II and III including previously funded design is $6,511,000.

Question. You funded the first phase of this project of over $1 million through the jurisdiction’s
operating budget. Why are funds not available to continue phase two and three utilizing operating
funds?

Response. Phase I construction was executed using $380,000 in approved Minor Construction
funding. Phase II and HI designs were executed using FY 2010/2014 CIP funds in the amount of
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$730,000. Baseline minor construction funding for the Library has been $2,000,000 annually. This
budget request significantly exceeds the expected minor construction appropriation as part of the
normal CIP process.

Question. As part of infrastructure UPS upgrades for the Madison Building, a new emergency
generator plant is required. This will be in addition to the $16.5 million requested in this budget.

What is the estimated cost for the generator plant?

Response. The new generator plant will be executed in two phases at $20,000,000 for each phase, for a
total cost of $40,000,000.
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QUESTIONS SUBMITTED FOR THE RECORD BY REP. WASSERMAN SCHULTZ
ARCHITECT OF THE CAPITOL, FY 2014

COGENERATION

Question. What is the status of permits for the cogeneration project from both the U.S. Environmental
Protection Agency (EPA) and the D.C. Department of the Environment (DDOE)?

Response. The Capitol Power Plant (CPP) operates under a Title V air operating permit through
DDOE. This permit established emissions limits for each piece of fuel burning equipment at the CPP.
Any addition of fuel buming equipment (such as the proposed cogeneration project combustion
turbines) requires a modification to this operating permit through a construction permit request, and a
modification request to the CPP Title V operating permit. For the cogeneration project, CPP was
required to obtain air permits from both DDOE and EPA.

A permit application was submitted to DDOE in February 2012, and revised in March 2012. A permit
application was also submitted to the EPA in March 2012. The applications included all of the
information required for permitting the cogeneration project. Both DDOE and the EPA evaluated the
applications and proposed draft permits.

The EPA published draft permits for public comment on August 28, 2012, and the public comment
period closed with a hearing held in the District on October 1, 2012. The EPA reviewed and
responded to all the public comments it received. The EPA permit was signed on January 23, 2013,
and became effective on February 25, 2013.

The draft permit from DDOE was published on November 16, 2012, for a 30-day public comment
period to allow interested parties to comment on the project and the draft permit language. Based on
requests from District residents, DDOE extended the public comment period to February 18, 2013, to
provide residents more time to comment on the proposed permit. DDOE is now evaluating the public
comments to determine if there are issues that need to be addressed in the final permit language before
issuance. DDOE has indicated that final permit issuance could occur in summer 2013; however,
DDOE officials are still reviewing the comments received during the extended public comment period.

BIDS FOR CONSTRUCTION WORK

Question. Does AOC analyze its bids for a construction project versus its budget request to gauge the
accuracy of their budget estimates?

Response. For all construction contracts, an independent government estimate (IGE) is formulated
based on the scope for the project. IGEs are developed using industry-standard cost estimating tools
and in accordance with industry best practices. That IGE is then used to establish the budget request
prior to a Request For Proposal being issued to contractors. The IGE is compared to the bids to judge
the reasonableness of the contractor(s)’ proposals and prices for construction projects, When reviewing
our performance at estimating construction costs, the AOC tracks its estimate versus the average of all
bids received. Although we evaluate our IGEs against average bids, actual contractor bids at the time
of RFP dates can be significantly driven by economic conditions of the industry at the time of the bid.
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Question, Are bids for construction projects generally coming in lower than budget requests or does it
depend on the type of project?

Response. Bids for construction projects generally come in less than the budget requests. This is
because budget requests include both the estimated cost of the construction contract (ECCC) plus the
estimated governmental costs for managing the project. The governmental costs include project
management, inspection, testing, commissioning, and contingencies.

Construction contract awards are based on the best value to the government. The range of bids for
construction projects depends on the type of project. If a project requires specialty contracting (e.g.
cast iron specialties for the Capitol Dome or curatorial skills for historic preservation), the bids may
come in higher than a similarly sized project requiring conventional contractor skills because of the
more limited pool of specialty contractors as compared to conventional construction contractors.

Question. What economic factors does AOC include in its estimates when requesting funding for
construction projects?

Response. In order to accurately request funding for construction projects, the AOC focuses on three
areas: 1) scope; 2) unit cost for material and labor; and 3) future price escalation/contraction. Of these,
unit costs and future price escalation are considered economic factors.

Unit costs for outsourced labor and materials are established and updated annually using the R.S.
Means industry standard cost estimating guide, including a locality adjustment for the Washington,
D.C., area. Future cost escalation or contraction is also updated annually utilizing the Engineering
News Record economic escalation factors. In addition, we monitor several other economic indicators
throughout the year such as the Building Cost Index (BCI), Construction Cost Index (CCI),
Association of General Contractors’ (AGC) economist reports, and spot prices of construction
materials to look for spikes, drops, or trends, and we may adjust our escalation factors based on this
information.
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OPENING REMARKS

Mr. ALEXANDER. At this time we will hear testimony from the
Open World Leadership Center. The center is requesting $10 mil-
lion for fiscal year 2014, the same amount that is in the current
CR. We welcome former Ambassador John O’Keefe, the executive
director of the center, and we look forward to hearing your testi-
mony. Ms. Wasserman Schultz, do you have an opening statement?

Ms. WASSERMAN SCHULTZ. I do.

Welcome back, Mr. O’Keefe. The Open World Leadership Cen-
ter’s request of $10 million is equal to the fiscal year 2012 level,
which is somewhat surprising, given the fiscal difficulties that we
are having. We just heard, Ambassador O’Keefe, a few minutes ago
from the Architect of the Capitol on the critical needs projects for
the Capitol and House office buildings that we are going to have
trouble funding in the upcoming fiscal year. You know, our dif-
ficulty on this subcommittee is to prioritize these essential projects,
and Open World, given its odd fit in the legislative branch, pre-
sents a major challenge for us. Also, there are 90 programs that
fund activities in Russia similar to Open World funded through the
State Department.

Now, I have listened to the many supporters of Open World
speak of the unique role that you serve in bringing judges and law-
makers from Russia and other countries in the Eastern Bloc to the
United States, promote interaction between our countries with the
goal of strengthening democratic principles, and those are very
worthwhile goals, but in the smallest appropriations bill, particu-
larly in the midst of sequestration on top of that, it is even more
difficult to find whatever scraps are left on the table for a program
like this one, in my opinion.

With those concerns in mind, I have always pushed Open World
to increase its fund-raising from nongovernmental sources. Given
the uncertainty in Federal appropriations, private funds may pro-
vide you more of a stable funding source.

That being said, Ambassador O’Keefe, I do thank you for the im-
portant work that you do, and I look forward to your testimony and
an update on your fund-raising results, and we will have other
questions for you throughout the hearing.

(203)
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Mr. ALEXANDER. Mr. Moran, do you have an opening statement?

Mr. MoRAN. Thank you, Chairman Alexander. This was a pro-
gram that was envisioned by people such as Senator Ted Stevens
and others, had bipartisan support when it was established, Sen-
ator Inouye was a big supporter of it, and it brings to this country
thousands of people who are considered future leaders, with a par-
ticular emphasis upon the judiciary, which is one of the most fal-
lible aspects of the governments from which the people come, and
it has had a lot of results. The results are not immediate, they are
long term in terms of orienting people toward how a fair and just
judicial system operates under democratic governance, and it is a
program that for unique reasons was established in coordination
with the Library of Congress using Jim Billington’s expertise, and
$10 million seems a lot in a small appropriations bill, but it is kind
of a pittance in terms of what it produces, and so I am a supporter
of Open World, as other Members of the Congress are on both sides
of the aisle, so I just want to put that out there. Ms. Wasserman
Schultz and I have some disagreement, and both of us agree to dis-
agree on this.

Ms. WASSERMAN ScHULTZ. We do.

Mr. MORAN. Thank you, Mr. Chairman.

Mr. ALEXANDER. Mr. O’Keefe, if you want to introduce your staff,
feel free to do so. Your entire statement will be in the record, but
if you would summarize your remarks, we would appreciate it, and
welcome to the committee.

OPEN STATEMENT BY AMBASSADOR O’KEEFE

Mr. O’KEEFE. Thank you, Mr. Chairman, and it is my particular
pleasure to have to my left our financial management officer and
the deputy of Open World, Jane Sargus, Maura Shelden, who does
our public affairs programming, cultural affairs programming and
relations with the board, Tammy Belden, who is the person who
makes sure that we do not pay anybody who should not be paid
and keeps very careful track of our grantees and our accounting,
and Tamara Davis, who is a Brookings Fellow with us through Au-
gust, who is also doing some of the congressional relations work.
So thank you, Mr. Chairman.

Chairman Alexander, Ranking Member Wasserman Schultz,
members of the Subcommittee, I appreciate your giving me time to
address the Subcommittee on the value of the Open World Leader-
ship Center. You have a challenging task in sorting out priorities
for 2014. Before I begin, I just wanted to relay to you something
that the Librarian of Congress, our founding chairman, mentioned
at our annual board meeting last month. “The Open World target
is young and emerging. Their influence is not visible, but it is hap-
pening, from the periphery in, from below, not above. Open World
is a model for how you structure an exchange program that can be
effective with emerging countries.”

OPEN WORLD AS AN ASSET, RESOURCE AND INVESTMENT

The question before you is why fund the Open World program
when there are demands from so many parts of the legislative
branch for each marginal dollar? The answer is that for Members
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of Congress, Open World is a resource, an asset, and an invest-
ment. As a resource, we directly connect Members of Congress and
your constituents to rising leaders, bringing the world to your door-
step. 83 percent of our delegates meet with Members or staff. We
have helped create or sustain partnerships, 54 this past year alone
for people and organizations in your districts. Demand from your
constlituents for our program is three and sometimes four times the
supply.

As an asset, our extensive network of hosting organizations and
20,000 alumni throughout Eurasia allows us to start programs
quickly and effectively. At the request of Members of Congress, this
year we will expand to Egypt, Mongolia, Turkey, and, with board
approval, Kosovo at no additional cost or request. These programs
are low cost with clear objectives and produce measurable results.

Issues that are critical to Members inspire our programming,
from Egyptian jurists whom Judge Cristol from Miami will wel-
come next month and whose institution may help sustain a path
to stability in a critical region to a central Asian legislator writing
a Constitution partially modeled on his Open World experience in
Montana, and his relation with that state’s Senate leader.

Crucial to the success of the program are the 7,200 families who
have home hosted delegates in 2,200 communities in all 50 States.
As an investment, every delegation is an investment in America’s
future. The United States cannot simply expect to have friends the
world over when we need them without cultivating those friend-
ships. By creating and sustaining lasting partnerships, Open World
cultivates a sense of shared purpose, a commonality. Our place-
ment in the legislative branch keeps us above the often necessary
disputes that strain executive branch relations with the country.
We keep our connections.

OPEN WORLD FUNDING EXPENDED IN THE US

Keep in mind also that 80 percent of our funds are spent in the
U.S., much of it at the local level, just where we want our invest-
ment to go. Extraordinary Americans in Lincoln, St. Petersburg,
Columbus or Arlington create effective programs and provide en-
thusiastic hosting that harnesses the power of local communities to
Euil{{i enduring relationships. We offer extraordinary bang for the

uck.

There are 246 exchange programs in the executive branch scat-
tered through 63 departments and agencies with a total funding of
$1.8 billion. Congress has Open World, with funding at 0.005 per-
cent of the executive. A drop.

OPEN WORLD’S UNIQUE ABILITY TO FUNCTION WHERE OTHER USG
AGENCIES CANNOT

Open World has the ability to function where it is difficult to
reach the people of a particular country. Its alumni undertake
grass-roots activities that have far-reaching effects. Our home hosts
and our partners in communities in every state open the eyes of
our delegates that no amount of foreign assistance training can do
and at a fraction of the cost. We leverage the power of representa-
tive government, of you, and the communities you represent to ef-
fect basic change that ultimately benefits our country.



206

So why fund Open World? Because we work, because we are your
instrument, and because we fill a critical niche that the executive
branch cannot duplicate. The U.S. Ambassador to Russia, Michael
McFaul, wrote to me last week, quote, “As I travel throughout the
regions in Russia, I find that in every community I visit, the Open
World alumni are the most enthusiastic, the most engaged, and the
most committed to working with the United States in a variety of
important areas.”

Thank you very much, and our founding chairman has joined us,
Dr. Billington. Thank you, sir.

[The statement of Ambassador O’Keefe follows:]



207

Statement of Ambassador John O’Keefe
Executive Director
Open World Leadership Center
For the Legislative Branch Subcommittee
Of the Committee on Appropriations
United States House of Representatives
March 5, 2013

Mr. Chairman, Ranking Member Wasserman Schultz, distinguished Members of the
Subcommittee: I appreciate the opportunity to present testimony on the Open World Leadership
Center’s budget request for fiscal year 2014. The Center, of which I am the Executive Director,
conducts the only foreign-visitor exchange program for both chambers of the Legislative Branch.
Congressional participation in our programs and on our governing board has made Open World a
uniquely effective instrument for Members and constituents in communities all across America.
All of us at Open World are deeply grateful for your support.

Overview

Since its inception in 1999, Open World has focused on responding to the priorities of
Congress and producing an exchange program that establishes lasting relationships between the
up and coming leaders of Open World countries and engaged Americans committed to sharing
American values and practices that lead to stable countries accountable to their citizens. The
Center strives to assist Congress in its oversight responsibilities, and aids Congress in inter~
parliamentary and legislative activities, while supporting international projects and partnerships
of American citizens throughout the United States.

The Open World program was originally designed to bring emerging federal and local
Russian political leaders to the United States to meet their American counterparts and gain
firsthand knowledge of how American civil society works. Program participants experienced
American political life and saw democracy in action, from debates in local city councils to the
workings of the U.S. Congress.

Today, the Center operates in thirteen Eurasian countries and, by the end of 2013, will
have brought nearly 20,000 rising leaders to engage with Congress, other governmental officials,
and their American counterparts in professional exchanges in more than 2,100 American
communities in all fifty states. The countries participating in the Open World program are
strategically important to the interests of the U.S. government and many are growing economies
where opportunities for foreign investment and trade increase yearly. The expanding Open
World leadership network, in which young foreign leaders continue their relationships both with
each other and with their American counterparts, gives the Open World program impact far
beyond the ten-day program in the United States. With the continued support of Congress, Open
World host families will once again open their homes to help sustain this highly successful
congressional program.
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Open World Program:

The Open World program is a resource for Congress, directly connecting Members to
rising foreign leaders and to the American constituents who host these Open World delegates.
Open World is also an asset for Congress, using its extensive leadership networks in Eurasia and
hosting network in the United States to quickly respond to Congressional interests in new
countries and new programs for current Open World countries. By creating and supporting
lasting partnerships between young political, civic and community leaders from here and abroad,
Open World is an investment in America’s future security.

With the power of the over 2,100 communities throughout America that have participated
over the life of the program, the Center enhances professional relationships and understanding
between rising leaders of participating countries and their counterparts in the United States. It is
designed to enable emerging young leaders to:

e engage with government, business, volunteer, and community leaders carrying out
their daily responsibilities;

o experience how the separation of powers, checks and balances, freedom of the
press, and other key elements of America’s democratic system make the
government more accountable and transparent;

s develop an understanding of the U.S. market-based economy;

e learn how U.S. citizens organize and take initiative to address social and civic
needs;

e participate in American family and community activities; and
establish lasting professional and personal ties with their U.S. hosts and
counterparts.

Because Open World provides such high-caliber programs, participants return to their
countries with a tangible appreciation of America’s democracy and market economy. To that
end, Open World has refined and focused on key themes central to democracy-building to
improve the quality of the U.S. program. The impact of the 10-day U.S. stay is multiplied by
continued post-visit communication between participants and their American hosts, their fellow
Open World alumni, and alumni of other U.S. Government-sponsored exchange programs.

Open World Successes

Open World sets strategic goals that reflect the interests of Congress and our American
hosts and meets these goals:

¢ Reaching a new generation of leaders - Beginning in 2012, and in consultation
with the Center’s Board of Trustees, Open World decided to focus on the younger
generation in our post-Soviet countries - a generation that is increasingly linked to
the rest of the world through new technologies, and searches for new ideas for
economic development and entrepreneurship, and ways to overcome the endemic
corruption and poor governance in their countries.
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Open World set goals to have 30 per cent of our delegates in 2012 be under age
30 and to place many of these young leaders together in delegations focused on
legislative issues, innovation, entrepreneurship, and rule of law. The Center
assembled an American advisory committee consisting of under-30 year old
professionals with extensive experience in Open World countries to consult on
program agendas, alumni engagement, and administer post-program surveys.

For 2012, 29.5 per cent of Open World delegates were under age 30. Thirty-
four specialized young professional delegations from Russia and Ukraine were
hosted in themes such as city administration, anti-corruption, emergency services,
and media by their American counterparts in cities throughout the United States.

These young Eurasian leaders now maintain contact with each other and their
American counterparts through social media groups set up by Open World.

This innovative program has elicited enthusiastic responses from both hosts and
delegates. A host in Syracuse, NY told us: I commend Open World for its new
approach of bringing younger visitors, making it possible to introduce them to
our country while they are beginning their careers and enthusiastic about their
work. Hopefully, other young delegates will be as open-minded and interested.
Their infectious enthusiasm really sparked an extra enthusiasm from the
professional hosts and on the part of their home-stay hosts.

A young Russian webmaster for a local radio station, who was hosted in
Louisville, KY, was inspired by seeing how American law enforcement, social
services and volunteers identify and respond to incidents of domestic violence. He
believes that the impact of domestic violence is still dramatically unappreciated in
Russia, so he produced radio programs on domestic violence issues and initiated a
meeting with the regional Children’s Rights Ombudsmen. His radio station also
began series of the debates among schoolchildren on crucial civic topics.
“Resolve problems in debates, not in fights” became the motto of the debates.

The Center responds to Congressional interests and Member requests to begin exchange
programs for leaders in countries new for Open World:

Turkey — During its February 2013 meeting, the Open World Board of Trustees,
in its discussion on operating in strategically important regions, noted Turkey's
critical role in events in Syria and throughout the Middle East, and approved an
expansion program with Turkey. Open World officials are in discussion with the
High Council of Turkish Judges, which may fund up to 65 per cent of a rule of
law program in a cooperative agreement with Open World and the Federal
Judicial Center, which will provide conference space and two days training at
their expense. Such arrangements also reflect how Open World creates
partnerships and identifies cost shares.
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Mongolia — At the same meeting, the Center’s Board also approved an expansion
program with Mongolia based on a request from the Co-Chairs of the House
Mongolian Caucus. The first Open World delegation is planned for September,
2013.

Egypt — Open World will be bring two delegations of judges from the Egyptian
Court of Cassation, the court of final appeal in Egypt which handles all non-
constitutional cases, this coming April. They will be hosted by U.S. federal judges
in Boston and Miami.

Kosovo —~ The Center has forwarded to the Board a request from the Co-Chairs of
the House Albanian Issues Caucus to initiate Open World hosting for Kosovo
National Assembly Members and staff as part of an effort to promote the
integration of the western Balkans with the European Union and NATO.

Open World also responds to congressional requests to host specific delegations from
current Open World countries:

¢ In March 2012, Montgomery, AL hosted its second Open World delegation of

Kazakhstanis involved in youth legislatures, including the national Youth
Parliament. This exchange, like one conducted in 2011, resulted from a 2009
meeting between Rep. Robert Aderholt and a Kazakhstani parliamentarian
visiting Washington, DC, through Open World. Participating in the Alabama
YMCA Collegiate Legislature sessions was the central focus of the visit.

¢ At the request of Sen. Lamar Alexander, Open World in 2012 hosted 25

physicians in support of a new health care partnership between Tennessee and
Kirov Region, Russia, spearheaded by former Open World trustee Sen. Bill Frist.
Half of the Kirov delegates visited research hospitals in Memphis, while the other
half visited medical teaching facilities in Knoxville. The delegates have a wide
variety of new practices and plans under way as a result of their Open World
experiences, Efforts initiated in individual hospitals include allowing parents to
visit ill children, improving a patient referral system, and initiating an electronic
medical records system. A medical school administrator is now encouraging
medical students to volunteer in understaffed hospitals.

Open World links Members of Congress to up and coming Eurasian leaders and their
American hosts:

In 2012, there were 173 meetings between Members of Congress or their staff
with Open World delegations. Eighty-three percent of 2012 Open World
delegations took part in these meetings, which are often arranged by our
constituent hosts.

Recently, an Open World delegation of young Russian legislators met with
Representative Fortenberry. A member of the Moscow Regional Legislature said:
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For me personally the meeting with Representative Fortenberry was very useful
because my second hat is Advisor to the First Deputy Minister of Agriculture of
the Russian Federation and Congressman Fortenberry s explanation of U.S.
agricultural policy provided me with a wide prospective of the U.S. Agricultural
Sector and the American economy on as a whole, so I have some thoughts about
how to approach issues that we are currently facing.

Since its inception, Open World has supported and enhanced hundreds of partnerships
and long-term projects between constituents and Open World delegates and was instrumental in
the establishment of several others:

Over 90 U.S. states/communities and regions/communities in Open World
countries have developed or furthered partnerships and joint activities, including
some 20 court-to-court partnerships. Local chapters of Rotary International,
Friendship Force, U.S. Ukraine Foundation and other Open World grantees have
partnerships in several Open World countries. In 2012, Open World hosted
delegations linked to 54 partnerships with American organizations.

Examples of recent partnership activities through Open World are:

The Cincinnati Kharkiv Sister City Project (CKSCP) has hosted ten Open World
delegations since 2003 and built on the Open World programs with their
Ukrainian Sister City to independently sponsor several exchanges for high school
students. In March 2013, with the support of Open World alumni, CKSCP is
hosting five self-funded Ukrainian mayors from rural towns near Kharkiv. They
will visit rural Wilmington, Ohio where they will discuss economic development,
green technology and possible future business partnerships.

In Florida, Open World played an instrumental role in forging ongoing court-to-
court ties, and broader relationships between the cities of St. Petersburg, Russia,
and St. Petersburg, Florida, that resulted in a signed agreement of partnership
shortly after the year-long celebration in 2003 of St. Petersburg, Russia’s 300™
anniversary that coincided with St. Petersburg, Florida’s 100™ anniversary, This
agreement aimed at future cooperation and friendship between the two cities was
signed in 2004 by the governor of the Russian city/region and the mayor of St.
Petersburg, Florida, and has been followed up by various delegations traveling
either to Russia or the United States from these partner cities.

In 2011, the Arlington (Virginia) Sister City Association held an official signing
ceremony with its newest sister city, Ivano-Frankovsk, Ukraine. This partnership
was formalized as a result of Open World, through which several delegations
from Ivano-Frankovsk were hosted in Arlington, allowing the two cities to further
develop strong ties in governance, social programs, and other areas. The
partnership was strengthened by the May 2012 visit of a delegation from
Arlington during Ivano-Frankovsk’s 350™ anniversary celebration.
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The Atlanta, Georgia — Thilisi, Georgia sister-city program was dormant until a
delegation of leading lawyers from the country of Georgia traveled to Atlanta on
Open World in 2007. This visit resulted in a flood of privately-generated follow-
up activity between Atlanta and Tbilisi, including exchanges of university and law
school faculty and students, and increased medical exchanges. One Atlanta law
firm, whose principal partner is an Open World grantee, has opened offices in
Thilisi. That grantee, the Georgia to Georgia Foundation, has done extensive work
with the Atlanta-Tblisi Sister City Committee to help foster exchange and
discourses between the two cities.

Santa Clara County, California and Moscow, Russia have a sister county
partnership that was greatly enhanced by the 2009 visit of an Open World Russian
delegation studying best practices in child welfare and foster care

services. Continued contact with one of the Open World delegates resulted in the
2012 launch of a mutually beneficial training program to provide Moscow with
the tools to transform the Moscow orphanage care system into a foster care
system, and to provide Santa Clara social services agencies with cultural
competency training to enhance their work with Russian children and families in
the community. In May 2012 a working group from Santa Clara traveled to
Moscow to develop a training curriculum for Moscow social services
professionals and to consult with their Russian counterparts on the training for
enhancing cultural competency in Santa Clara County. Another Open World
delegation hosted through this partnership focused on accountable governance for
local government officials, including an introduction to laws on public
contracting, public records, and open meetings for local legislative bodies.

Most importantly, Open World Alumni return home and initiate projects that contribute
to democratization efforts in their countries:

Volunteerism — Open World has consistently throughout the program selected
young leaders who are active in their communities. The Washington Post recently
featured the work being done to organize volunteers by one of our Russian alumni
from our pilot program (In Russia, volunteers step up, 2/2/13). Despite pending
legislation to limit volunteer activity and a population generally suspicious of
volunteers, Yevgeny Grekov has started a group called Volunteers on Wheels,
which uses Facebook to connect house-bound people with needs to drivers that
can help deliver goods or services.

Citizen’s Rights - An Open World alumna from Georgia, who chairs an NGO
focused on civic education for minorities, reports that her Open World experience
during a 2011 Jacksonville, FL program on the social inclusion of minorities has
greatly contributed to her work to provide legal aid to ethnic groups and displaced
persons facing employment discrimination and other forms of unequal treatment.
During Georgia’s October 2012 parliamentary elections, her NGO deployed over
400 election observers to areas with large ethnic-minority populations. Last
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o Training Other Young Leaders - Two 2010 Open World alumni from Ukraine,
one hosted in Towa and the other in Utah, joined together to prepare young
Ukrainian political leaders and support staff for the 2012 election campaigns by
organizing the “Summer Academy of Political Leadership in Crimea” last July.
The Academy was supported by the Friedrich Naumann Foundation in Ukraine.
During the event, one of the alumni made a presentation on his Open World
experience, focusing on how local American communities are organized and the
involvement of citizens through public hearings and council meetings.

e E-Government - The head of the nonprofit Alliance of Access to Information and
Training Centers of Moldova, was, in his own words, “motivated to initiate a
string of projects” by his Open World 2011 IT-focused program hosted by the
University of Alabama-Huntsville. Through a small U.S. Embassy grant, he
helped make the Telenesti district government more efficient and transparent by
installing, and training district employees on using an online document
management system. To improve citizens’ Internet access, he helped establish
Wi-Fi networks in three Moldovan schools and nine other public locations
throughout the country, including one in the separatist region of Transnistria. His
current projects include developing blueprints for an e-voting project, using
technology to foster greater civic engagement by people with disabilities, and
increasing rural access to the Internet.

e Rule of Law - Open World is proud of its role in introducing Georgian jurists and
legal professionals to the American jury system. Georgia began implementing
jury trials in 2011, and Open World celebrated this achievement by sponsoring,
through our privately-funded alumni program, a roundtable at the Georgian
Supreme Court in March 2012, The main speakers were three Open World alumni
who were central to the implementation of Georgia’s initial jury trials: a lawyer
on the defense team for the first such trial, hosted in 2007 in Atlanta, GA; a
woman judge hosted in 2010 in Central Islip, NY, who oversaw jury selection and
was responsible for media relations; and the assistant to the presiding judge and a
coordinator for juries, hosted in Norfolk, VA in 2010. Georgia’s smooth transition
to a jury trial system is due in no small part to the practical guidance given by
American host judges, both during Open World exchanges and in independently-
funded reciprocal visits to Georgia.

Plans for 2013 and 2014 -
In addition to the 2013 Open World plans previously described, the Center will host

parliamentary delegations from Ukraine, Georgia, Moldova and Serbia, and parliamentary staff
delegations from Georgia and Kyrgyzstan.
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The Center signed a Memorandum of Understanding with the Supreme Court of Estonia
and the Office of the Prosecutor of Estonia to cost-share the expenses associated with the April,
2013 travel of a delegation of three judges and one prosecutor from Estonia to Las Vegas,

NV. They will be hosted by U.S. Senior District Judge Lloyd George on a week-long program
focusing on U.S. court activities related to the adversarial system, including jury-trial process,
plea-bargaining, alternative dispute resolution, and the role of private law firms.

Open World’s second year of hosting specialized young professional delegations will
consist of approximately 15 delegations. The Center will continue to promote on-going contact
with young American professionals through social media and will conduct special host and
delegate surveys to assess program success.

This fall, Open World will bring a delegation from Batumi, Georgia to New Orleans, LA.
Batumi and New Orleans became sister cities in May 2012. Since then, Batumi city officials and
municipality representatives have been in the process of developing newly established ties and
creating partnership opportunities in a number of directions. Open World will help members of
both city councils and sister city entities to strengthen existing relationships and create an
atmosphere in which economic, cultural and community development can be implemented
through long-term partnerships.

For 2014, Open World will continue the initiatives described above, both in terms of
responsiveness to Congressional requests and in focusing on the younger generation of leaders in
Open World countries. We will strive to find partnerships and other cost-sharing arrangements to
maximize our effectiveness.

Budget Overview

Open World offers Congress an extraordinary “bang for the buck,” serving as a model of
efficiency, cost-effectiveness and value. The Center boasts an overhead rate of 7 per cent with 93
per cent of its annual expenditures going directly to program costs. The Center investigates every
opportunity for savings and diligently manages its fiscal operations with a view to reducing costs
while maintaining program quality.

In the spring of 2012, the U.S. Government Accountability Office, at the direction of this
subcommittee, began a review of Open World’s progress on GAO’s 2004 recommendations on
strengthening the Center’s financial management and performance measurement. Among the
conclusions cited by GAO in the 2012 report are:

o Open World has taken a number of steps to address our six recommendations
regarding its financial management and internal controls

o Open World’s financial management controls generally follow leading practices
Jor financial accountability

o Open World has taken steps to improve its efforts to measure performance

o Open World’s efforts to measure performance are generally consistent with
several leading practices
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The Center employs generally accepted best practices to develop the most cost-efficient
and effective means to accomplish our mission. We have internal controls to ensure program
quality, including pre- and post-program report follow-up, weekly teleconferencing with our
logistical contractor, and regular contact with grantees and local hosts. We use a zero-based
budget approach to every contract, every grant budget, as well as the Center’s annual operating
budget. The Center actively seeks cost-sharing partnerships with other government initiatives
whose missions complement ours. The U.S. Agency for International Development, the U.S.
Department of Energy and the U.S. Embassies in Armenia, Turkmenistan, Ukraine, and
Uzbekistan have all joined with the Open World Leadership Center in directly funding a number
of our delegations.

Open World strongly encourages grantees to cost-share, making it part of our annual
competitive proposal process. For example, in 2012, Rotary International hosted 20 Open World
delegations (6 participants each) in 19 communities in 15 states through their local Rotary clubs.
These local clubs, through volunteers, home stays, and other in-kind contributions contributed an
estimated 45 per cent of the total local cost of these delegations. The search for cost-sharing
partners with common or overlapping goals creates an environment beneficial for all participants
and allows Open World grant funds to go farther. Indeed, the per-person-cost to bring a delegate
to the United States has steadily declined over the past few years as Open World increases its
cost-sharing efforts, despite rising transportation and other costs.

Open World grantee Supporters of Civil Society in Russia (SCSR), along with partner
Moscow School of Political Studies, is another excellent example of a cost-share that helps
defray the overall cost of the Open World program. The Moscow School of Political Studies
provides the nominations of candidates for the program, many of whom are under the age of 30,
to be hosted by SCSR in St. Louis, MO and Chicago, IL. SCSR then contributes over 50 per cent
of the program costs at the local level.

Budget Request

In this lean fiscal environment, we are committed to keeping costs down while
maintaining program quality. When constructing our budget, however, we must consider the fact
that in reducing the number of participants hosted, there comes a tipping point in terms of
efficiency. Certain base costs remain whether bringing 500 participants or 2,000. Using economy
of scale, it is our experience that bringing 1,200 participants a year is that tipping point. Below
that number, the program becomes less cost effective and the per person cost rises. To that end,
our budget request of $10 million is based on bringing 1,200 participants in 2014.

Open World spends its appropriation in two categories: Direct Program Costs and
Administration Costs. Direct Program Costs includes: grants to host delegations in the United
States; a logistical coordinator; and the direct program portion of salary and benefits of D.C. and
Moscow staff.

Administration Costs includes an interagency agreement with the Library of Congress for
infrastructure services, small contracts for professional services, postage, telephone, cell phones,
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and office supplies and materials. The Center benefits from lower administrative costs due to its

physical location in the Library of Congress.

Despite rising base costs of transportation and contracts, we have not requested any
increase in funding for FY 2014. There are several reasons for this. First and foremost, cost-
shares from our hosts throughout America have risen steadily. We have also found partners
willing to assume some international transportation costs, and we expect that private donations
will help sustain our work. In all, 25 per cent of our resources will come from outside our
legislative branch appropriation. It is this broad support, both materially and in spirit, that makes

this program incredibly strong while allowing us to keep this request modest.

The Center’s fiscal year 2014 budget request breaks down as follows:

A. Direct Program — $ 9,690,200
1. Logistical Contract 5,720,000
2. Grants/Other Hosting Costs 3,285,000
3. Salary/Benefits 685,200
B. Administration — $ 773,400
1. Salary/Benefits 408,250
2. Services of Other Agencies 182,000
3. Professional Services 146,650
4. Miscellaneous Office 36,500
TOTAL BUDGET: $10,463,600"
Summary

Open World has served the Congress well, earning strong bipartisan and bicameral
support. This modest budget request, representing a flat budget, will enable the Open World
Leadership Center to continue to make major contributions to an understanding of democracy,
civil society, and market economies in regions of vital importance to the Congress and the
nation. On behalf of the U.S. Congress, this powerful global network will continue to make a
significant and positive mark on long term developments in strategically important countries.
This Subcommittee’s interest and support have been essential ingredients in Open World’s

Success.

! The amount over $10 million shown here will be covered by donations and other offsets.

10
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PRIVATE FUNDING AND OUTSIDE FUNDRAISING

Mr. ALEXANDER. Sir, Ms. Wasserman Schultz said something
about private donations. In 2012 a Washington Post article re-
ported that a wealthy Russian Senator had committed to a dona-
tion of more than a million dollars to the program. Can you tell us
if that commitment was ever fulfilled and, if so, how was the
money used and have you had other donations of that magnitude?

Amb. O’KEEFE. Yes, sir. He originally committed $450,000 to us,
and he delivered $150,000 a year for 3 years, starting in 2008, and
then he was very pleased with the way it worked, so he added in
another $550,000 I believe.

Ms. SARGUS. $600,000 for 4 more years.

Amb. O’KEEFE. $600,000 for 4 more years.

Ms. SARGUS. Starting in 2012.

Amb. O’KEEFE. He represents the Republic of Buryatia, which is
a primarily Buddhist republic bordered by Mongolia on one side
and Lake Baikal on the other. So the programming is devoted to
that republic, and in fact we have a group arriving on June 12th.
So, yes, he has delivered and he has kept that commitment, so we
have been very pleased to work with the ERA Foundation.

Mr. ALEXANDER. Ms. Wasserman Schultz.

Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman. Ambas-
sador O’Keefe, I want to continue the conversation about your out-
side fund-raising. During the—it looks like your direct donations
went up to $388.5 thousand in fiscal year 2011 and went down to
$325.5 thousand in fiscal year 2012. Most of your donations around
$2 million, though, are in-kind contributions, and with all due re-
spect, that is a typical trick that agencies use or organizations use
to make it appear as though their private donations are larger than
they really are. So can you describe what your in-kind contribu-
tions are and please be clear with the subcommittee on what your
actual cash private donations are.

Amb. O’KEEFE. Yes, ma’am. The in-kind contributions are the
ones that are provided to us by the host organizations. They home
host the delegations: It saves us on hotel bills and they provide the
meals or a majority of the meals, so we do not have to pay for that.
They also provide transport, and these organizations also donate
their time, and so when we ask for them to report at the end of
every grant cycle, they report those items. Ms. Sargus actually
tracks them and knows the accounting much better, so if you want-
ed to add anything to that part of it.

Ms. SARGUS. Well, in-kind describes costs that are not covered by
appropriated money, as you know.

Ms. WASSERMAN SCHULTZ. Right.

Ms. SARGUS. So we use the volunteers service hours, and there
is a kind of a template.

Ms. WASSERMAN SCHULTZ. Let me just give you more clarity on
why I am asking about them. Because counting in-kind contribu-
tions toward your private fund-raising total presumes that you
would have been appropriated those funds if—and that you are
saving us money from attracting those in-kind contributions. We
would not have funded those items, so

Amb. O’KEEFE. Yes, ma’am.
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Ms. WASSERMAN SCHULTZ [continuing]. Including them in the
total is not entirely accurate.

Amb. O’KEEFE. I understand what you are saying. The net effect,
obviously, is that we would not have gotten more money from the
Subcommittee and from the full Committee, but what it does allow
us to do is leverage the money that you do provide us so we can
bring more people. If we did not get in kind, if we had to do hotels
and we had to pay the organizations for organizing, then it would
be fewer people, less of a program, and to get to the point of your
question, how much are we really getting in terms of cash in hand.

Ms. WASSERMAN SCHULTZ. Yes.

Amb. O’KEEFE. And that amount for 2012 is an estimated
$825,000, which is about 8.25 percent of the total.

Ms. WASSERMAN SCHULTZ. Are you still employing a fund-raising
contractor as you were in 2010?

Amb. O’KEEFE. No, ma’am. In 2010, 2009, 2010 we had substan-
tially more appropriated funds. When the appropriation went
down, we dropped the contractor.

EXPANDING DEVELOPMENT EFFORTS

Ms. WASSERMAN SCHULTZ. My recollection is that we directed
you in the report language to hire a development director, a fund-
raising contractor, and I am not sure why you would make that de-
cision. The first thing to go should not be the only individual that
is going to help you attract more private donations and ultimately
make it more challenging for us to continue to fund you. As I said
in my opening statement, private fund-raising should be a high pri-
ority for you, especially given our budget uncertainty. Without a
fund-raising contractor, without someone whose job it is in your or-
ganization to raise private funds, I do not know how you are going
to really significantly expand your ability to do that.

Now, Dr. Billington, who helped obviously conceive and start
Open World, has been an incredibly successful fund-raiser for the
Library. Have you talked with him or the Library staff on how to
improve your fund-raising? And do you have a plan, a written plan
to expand your fund-raising that is from private sources?

Amb. O’KEEFE. To answer the first question, yes, Dr. Billington
has been involved in making requests.

Ms. WASSERMAN SCHULTZ. So what is preventing you from going
beyo‘;ld the very limited amount of private funds you are able to se-
cure?

Amb. O’KEEFE. The ability for foundations to fund new programs
shrank considerably starting in 2009 because obviously their port-
folios took a hit, and so they were not funding many new initia-
tives—they were continuing programs that they had, and when we
went to them and said we have got this great program, they would
say, look, we are just sticking with what we have right now be-
cause our income is shrinking, and so that was a stone wall we hit.

The other efforts that we have made have also come up dry, and
we do not have a written plan. We will have one at your request,
but not just because you requested it because I think it is a good
idea, too.

Ms. WASSERMAN SCHULTZ. Okay. I mean, it is hard for me to un-
derstand. I mean, it is 2013 and we have been having this con-
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versation for 5 years, and you do not have a written plan when
that has been a directive and a goal that was firmly established
that Open World should be working towards. How do you work to-
wards that? You had a private fund-raiser. How do you work to-
wards that without a plan? You are only just now realizing that
that is a good idea? This is unfathomable to me.

Amb. O’KEEFE. I would say that the contractor did provide us a
plan, and we went out and did all those things. Perhaps it would
lﬁe better described to refurbish and in view of the plan we

ave

OPEN WORLD PROGRAM RESULTS

Ms. WASSERMAN SCHULTZ. You know, I have struggled to see
what the tangible results are from the Open World program, even
though I know it has some general value, as do all of these pro-
grams, but what is the $10 million worth of value that we get from
Open World? And is it more—why, as a subcommittee, should we
believe that it is more important to fund Open World than it is to
fund Dr. Billington’s new storage facility which costs $5 million
and has been identified by the Architect of the Capitol as an imme-
diate need and that we are likely not going to be able to fund?

Amb. O’KEEFE. For the $10 million that the Congress is spending
on the program, as I said, we are an asset, a resource, and an in-
vestment. The statement that Ambassador McFaul sent to me, un-
derstand that in Russia he travels all around, and there are lots,
as you point out, over 90 exchange programs in Russia. Why is it
that the ones that are ready to engage with the United States are
the Open World alumni? And this is in the regions of Russia. It is
not in the center where a lot of the problems in terms of relations
exist. So that is a very powerful statement about what this $10
million has done, and if you do compare it to that $1.8 billion in
the executive branch, we are quite effective and we are quite a bar-
gain. We have in our performance plan——

Ms. WASSERMAN ScHULTZ. With all due respect, a statement
from the United States Ambassador to Russia is not empirical evi-
dence that we are getting $10 million worth of value out of the
Open World program. Do you have any way, anyplace to point to
tangible results that are based on the goals of the Open World pro-
gran‘; that are the equivalent of $10 million, a $10 million expendi-
ture?

OPEN WORLD’S STRATEGIC PLANS AND PERFORMANCE MEASURES

Amb. O’KEEFE. In our strategic plan we have a number of per-
formance measures, and one of them is the view of the participants
on how successful the program is, and that runs at well over 95
percent. The number of partnerships sustained or created, we have
created a number of those, and those sister cities, those judge-to-
judge programs, the programs dealing with adoption and with
adoptive children and taking care of them, trafficking in persons,
they all have an effect. We also track how many projects our alum-
ni undertake. There is some sort of technical ones we have in here
that are not of great interest to you. So at any rate, I would say
that when you look at exchange programs, the results tend to be
delayed in a sense.
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Ms. WASSERMAN SCHULTZ. Ambassador, can I just ask you one
final question?

Amb. O’KEEFE. Yes.

Ms. WASSERMAN SCHULTZ. Would it be your assessment that the
relationship between the United States and Russia has improved
or deteriorated over the last several years?

Amb. O’KEEFE. I would say it has deteriorated.

Ms. WASSERMAN SCHULTZ. Well, is there anything you can point
to in Open World that has contributed to the improvement of the
relationship between Russia and the United States? I have not
been able to find it. I am the kind of lawmaker that would like to
find it in my heart to think this is a worthwhile program in this
budget, but—in this bill. I have consistently said that it is a square
peg in a round hole and belongs in the Department of State. I know
Dr. Billington and you do not want it to get swallowed up, but un-
less you can point to me—in my opinion, unless you can point to
some tangible value, actual results, not the opinions of the people
who are coming here from Russia who really enjoy the program
and say they get a lot out of it. I mean, I am sure the people com-
ing from Russia that get to travel to the United States and spend
a lot of time with our people would have a 95 percent feeling about
the enjoyment they got out of that program, but that is not tan-
gible results.

Amb. O’KEEFE. I would just give you one example. There are oth-
ers. One of our alumni who is the chair of the Duma Committee
on the Affairs of Family, Women and Children within the past 2
weeks at great personal and professional risk, stood up and said up
to 300 adopted children die in Russia each year and practically no
one has faced criminal prosecution over the deaths. So as a result
of her actions, a working group was set up to monitor these inves-
tigations. So why is this the result? What the Russian Duma has
been doing, as you know, has been passing these laws that frankly
hurt the children of Russia.

Ms. WASSERMAN SCHULTZ. And you attribute her participation in
Open World to her being willing to stand up and say that?

Amb. O’KEEFE. I think so.

Ms. WASSERMAN ScHULTZ. Is that your opinion or did she tell
you that?

Amb. O’KEEFE. No, she did not tell me that.

Ms. WASSERMAN SCHULTZ. I mean, I am sorry, there is just a tre-
mendous amount of subjectivity in the assessment and analysis of
the effectiveness of this program.

I am finished, Mr. Chairman. Now for the opposite point of view.

Mr. ALEXANDER. Mr. Moran.

THE CASE FOR OPEN WORLD

Mr. MORAN. Yeah, yeah. You know, tradesmen do not make good
statesmen, and too often, I think, when we put together a budget
we look for quantifiable measurements when we are really looking
toward qualitative factors. The relationship with Russia is an ex-
traordinarily important one. This is difficult because we are within
a foot of each other, Ms. Wasserman Schultz. Russia is not going
to go away. It is never going to be a small enough country popu-
lation wise or economically wise that we can ignore it. We have to
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deal with Russia. We have to deal with Putin. Putin has simply ab-
sconded billions of dollars. I figure he is worth $15 billion, and now
that he is President again, he will be worth much more. It is a cor-
rupt economy, its judicial system is not working for the benefit of
the people. The people do not trust the judicial system, and when
a foreigner is involved, like Mr. Magnitsky and others, it too often
results in a political verdict that punishes Americans. And yet we
are going to be trading with Russia. We are going to be increasing
trade with Russia. They have extraordinarily large sources of nat-
ural resources, and they play a major factor in trade with our al-
lies, and the Russian people deserve and need our involvement, it
seems to me. I mean, we cannot ignore them. We have to be inte-
grally involved in the evolution of that country. We cannot just
turn our back and pretend they do not exist and that we do not
need to be involved.

So what do we do? Well, the programs within our State Depart-
ment because they are part of our State Department do not have
the credibility, the relationships that we need for them to have to
be able to work most effectively in turning that country towards de-
mocracy and justice. So we look to other ways of doing it.

Now, back a generation ago we would do a lot of the stuff that
worked in our interest behind the scenes. Our intelligence agency
was involved. We had this—at one point during the Cold War we
had this massive collection, I think it was the Franklin book collec-
tion, a massive collection of Western literature, and we made it all
available. People never knew it was the CIA sponsoring it, but that
is what we were trying to do, to get to the hearts and minds of the
people. It is now housed at the Library of Congress. In addition to
that collection being housed at the Library of Congress along with
the millions and millions of other books, we have a national asset,
perhaps our most potent asset. We have an internationally recog-
nized expert more so in Russia than here on Russian literature,
history, and culture. Dr. Billington can go virtually anyplace in
Russia, and anyone that is well read and cosmopolitan in their ap-
proach knows exactly who he is and respects him. They do not see
him as part of the U.S. Government with all the baggage that
brings with it. They see him as someone who loves Russia and its
people and its history so much that he has devoted his life to it.
So he has immediate entre. So how do we use that for these wider
purposes of trying to get fair trade laws, trying to help our busi-
nesses that need to engage with Russian businesses? How do we
stop the loss of billions of dollars of trade that is going to other
countries today? It is going to, you know, China and Brazil and
other countries in South America and Asia, all kinds of countries.
We have better products, less expensive. We cannot trade with
Russia, and so billions of dollars is being lost in trade. Economic
opportunities, and there are also social opportunities. We have so
much to gain from Russian literature. I mean, Anna Karenina is
probably one of the greatest books written, not to mention all the
other books by Dostoevsky, Tolstoy, Solzenitzyn, et cetera. So all of
this we can benefit and yet we do not have the entre we need. And
so we came up, a number of people, and Senator Stevens was one
of those that led the effort, to use the greatest asset we have,
which happens to be Dr. Billington, and he has got other people in
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his coterie, if you will, to enable them to have a program to go
around the government, to find future leaders, to get them into the
United States, to develop relationships because, as you know better
than anyone, Ms. Wasserman Schultz, all politics is not just local,
it is personal. All politics revolves around personal relationships,
and I know how vigorously you are nodding your head, you chair
the DNC. You are more aware of that than anyone. So we need to
develop personal relationships with Americans, regular Americans,
not somebody tagged with, you know, the Bush administration, the
Obama administration or any other administration, regular Ameri-
cans who have personal relationships with future Russian leaders,
to influence their ideas, their ability to express those ideas which
are consistent with our values and principles, and that is what this
program was all about. That is why Dave Price, who heads the De-
mocracy Partnership, he is cochair, that is why he is so wedded to
this, because he goes around the world, he goes into, you know,
Russia and other countries, and he meets with these people, and
he is embraced. Now, the people that are part of the government,
you know, bureaucracy, it makes them a little nervous, but they
immediately embrace people that are associated with programs like
this, and I think this is a relatively small investment, and that is
absolutely what it is, an investment to develop a foundation of fu-
ture leaders that is going to pay off in the long run. It is going to
pay off in greater prospect of peace and ensure that there will not
be the use of nuclear weapons, which is certainly still a possibility,
but it is going to pay off in economic trade in the tens of billions
of dollars that we, that can go into our economy if we can trade
with them.

I know I am out of time now, but we just passed this legislation,
and, you know, the Magnitsky bill is a very difficult piece of legis-
lation. Now, when they cut off adoptions for American families,
that was a reflection of the deteriorated relationship, but the state-
ment they made about this Texas family, you know, being respon-
sible for the death of an adopted child, they just refuted it, and my
understanding, and this can be checked out, is one of the reasons
why we had a few people, spokespeople say, wait a minute, let’s
look into this, a few contacts in Russia that we could get to to say,
look at all of the facts before you use that as a reason to legislate
this policy that is going to further deteriorate our relationship with
the United States. That is why I think for a small amount of
money this is the kind of program, a pittance of what we put in
the State Department, that can be far more effective in the long
run than what we are able to do today with the bureaucratic ma-
chinery at the State Department.

So that is why I support this, and why I think we, it behooves
our government to use one of the best assets we have, which is Dr.
Billington, in improving our relationship with Russia. So that is my
statement. I do not have any questions. I have enough—although
I will say there was just a GAO report, and that GAO report came
up with some very positive conclusions, and I hope that maybe you
will ask, Mr. Chairman, because my time is up, about the conclu-
sions of the GAO report of the Open World program.
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Thank you, Mr. Chairman. Thanks for all that time, but I tried
to lay it out there where I sit since Ms. Wasserman Schultz has
been doing that for the last couple of years as well.

Mr. ALEXANDER. There is that fund-raiser you are looking for.

Amb. O’KEEFE. Two of them.

Mr. ALEXANDER. Any more questions?

CLOSING REMARKS

Ms. WASSERMAN SCHULTZ. I do not have any more questions, Mr.
Chairman, but Mr. Moran makes an eloquent case for the reason
that we should have Open World. I agree, for what the goals of
Open World are, it is a small amount of money. It is not a small
amount of money in the legislative branch appropriations bill be-
cause we have many important priorities that are within the pur-
view of this committee’s responsibilities, which are not primarily
programmatic but are extremely important that we just over the
last several hearings have gotten the full measure of the challenges
that we have in funding those priorities, and with $1.8 billion, bil-
lion being spent on exchange programs alone in Russia and a rela-
tionship that is deteriorating, not improving, $10 million and the
stress that it puts on this bill rather than it being in a different
bill in the appropriation, in the overall appropriations process like
the State Department, whether it is through pass-through funding
or finding another way to shrink the amount of stress that Open
World puts on this bill and that it prevents us from doing other
things I think does not make sense nor have I seen evidence of the
tangible results that come from the expenditure of the funds. We
do ask for the tangible results and we hold other programs ac-
countable. We have not had the same accountability on this pro-
gram, and I think we need to come to some meeting of the minds
on the appropriate placement of Open World in the legislative
branch bill and the amount of funding, public funds it should re-
ceive if it remains in this bill or if there is a more appropriate way
to fund it so that we relieve the stress on the legislative branch
overall appropriations and the allocation that we get and make
sure that the laudable goals of Open World are able to be achieved,
and that your fund-raising, actual cash fund-raising without in-
kinds that I do not believe count is aggressive and improved, and
lastly I will say that I have well known tremendous respect for Dr.
Billington and am very familiar with his expertise. I would argue
that we have his expertise and his entre to Russia with or without
Open World. Thank you.

Mr. ALEXANDER. Okay. Mr. Ambassador, we appreciate your
presence here today and your testimony. There are no other ques-
tions, so the committee will stand adjourned. Thank you.

Amb. O’KEEFE. Thank you, sir.
| [Questions submitted for the record by Chairman Alexander fol-
ow:]
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QUESTIONS FOR THE RECORD SUBMITTED BY CHAIRMAN ALEXANDER

GAO REPORT ~ STATUS OF OPEN WORLD EXCHANGE PROGRAM'’S EFFORTS TO
STRENGTHEN FINANCIAL MANAGEMENT AND PERFORMANCE MEASUREMENT

The fiscal year 2012 Conference Report on the Legislative Branch Appropriations
directed the GAO to reexamine the recommendations of the March 2004 report on
the Open World Leadership Center. The GAO reported that the Center has taken a
number of steps to address recommendations on financial management controls,
and generally followed leading financial management practices. Also the Center has
taken steps to improve its efforts to measure performance. The Committee is glad
to see improvement but still has concern about the ability to measure performance
tied to measurable benchmarks. Can you tell us what further steps, if any, you have
taken to improve or establish measurable performance?

The Open World Leadership Center (the Center) has taken significant steps toward
improving measurable performance. We have established a strategic plan covering fiscal years
2012-2015, and presented our Board of Trustees with our first comprehensive quantitative analysis
of annual achievements on each strategic goal. The Center has established four strategic goals: (1)
Serve as a model agency providing quality, cost-effective programming that meets the objectives of
the Open World Community, (2) Serve members of Congress by becoming a recognized resource
that connects them and their constituents to political and civic leaders of participating countries, (3)
Adapt the Open World program to encompass demographic changes for ncwly selected countries,
and (4) Diversify funding.

To achieve Goal 1 —a model agency providing quality and cost-effective programming — the
Center tracks cost per participant per appropriated funds, surveys returning delegations on their
program experiences and perceptions, and tracks partnerships and projects. Since 2009, the Center
has reduced the cost per participant by 24% from $10,513 to $8,023. Additionally, Open World
delegates have consistently rated the program at 99% satisfaction according to a survey of facilitator
reports. Furthermore, Open World continues to foster and support partnerships and projects
undertaken by program participants after returning to their home countries. In 2011, Open World
began monitoring alumni activities on new media such as the Open World Facebook and Twitter
accounts to gauge the quality of our program and the level of engagement by our alumni. We have
recorded a 36% increase in online activity with our alumni since the accounts were opened in 2009.
Besides monitoring online activity on a daily basis, the Center coordinates with the logistical
contractor and grantees on a weekly or more frequent basis systematically reviewing the delegation
count and grantee reports to ensure that programming is specific to country needs.
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To achieve Goal 2 — serve Members of Congress by connecting them and their
constituents 1o the rising political and civic leaders of participating countries — Open World seeks
to schedule office visits for our delegations with Members of Congress or their staff, in
Washington, D.C. or in their districts. These meetings give Members and staff the opportunity to
interact with rising young leaders from Open World countries and, at the same time, our
delegates are able to observe the accessibility and accountability of the American political
system. The Center’s staff regularly engages with Members and their staff through meetings,
emails, and phone conversations to keep the offices appraised of Open World activities in their
districts and states. The Center tracks all such meetings with delegations, all communications,
and all delegates who are hosted by Members of Congress. The results are communicated to our
Board on an annual basis. Open World staff continuously updates Congressional offices on the
success of programs in their district by forwarding news articles, interviews and videos from our
host cities and alumni.

To achieve Goal 3 — adapt the Open World program to encompass demographic changes
— we rolled out a new initiative: The “30 under 30” initiative. The goal is to attract at least 30%
of delegates under the age of 30 to reflect the changing demographics in Open World countries.
To manage this goal, the Center maintains up-to-date statistics on the total number of
participants, number of delegates under 30 years old, the average age of delegates, and the
percentage of delegates under 30 years old in total number of delegates. Additionally, the Board
of Trustees has established the Open World Young Professional Advisory Committee (YPAC),
which consists of established young professionals who are engaged with their Russian
counterparts through school and work. The members of YPAC provide feedback on the “30
under 30” initiative, nominations, and program targets. The information gathered through
surveys, social media, and group discussions is communicated to the Center’s program officers
and managers to adapt programs for new and existing programs.

In February, YPAC surveyed former Open World young profcssionals about their
experience in the Open World Young Professional Exchanges and found that the young
professional program scored highly across host sites, and the vast majority of delegates would
recommend participation to a colleague. On a scale of 1 -10, program participants rated the
young professional program exchanges at 9.6. The delegates were asked “how strongly did
Open World help toward your career goals?” and 90% responded favorably. Based on additional
survey information, YPAC is exploring ways to include more events with young Americans, so
young professional delegates have the opportunities to mect with young American experts.

To achieve Goal 4 — Diversify funding — Open World continues to seek cost-share
partners. The Center explores cost share opportunities with all Open World countries and
delegations and looks for program specific topics that may have identified funding sources to
offset appropriated funds. The Center calculates the value of cost shares/in-kind contributions
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from non-appropriated sources, and measures this as a percentage of the total appropriation. It
also tracks the amount of private funding and interagency transfers.

Open World routinely reviews program finances and performance measures to ensure
efficiency and the use of best practices. American Councils, the Center’s logistical contractor,
submits a weekly host capacity chart (HCC), which informs staff of past and future delegations
in the current program year. The HCC also reports travel dates, delcgate count, program themes
and host organizations. The HCC is a fluid document and changes based on the needs of
Congress and/or Open World country needs. American Councils also produces weekly program
statistics, which program managers and other staff use to plan or adjust Open World programs.
Currently, American Councils maintains the Open World database; however, a web-based
database is in production. The new database will enhance Open World’s ability to manage
performance measures and streamline financial tracking.
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OUTSIDE FUNDING

For the record provide, the date received, name, amount and purpose of each of ali
outside cash funding received for fiscal years 2010 to 2012.

2010
10/06/09

10/09/09
11/17/09
01/10/10
01/22/10

02/25/10
04/09/10

04/12/10

06/15/10

06/29/10

07/01/10

09/24/10

2011
12/30/10
01/12/11
01/18/11
03/02/11

09/05/11

09/29/11

09/29/11

2012
09/29/11

National Endowment Arts 90,000
George Russell Foundation 50,000
Michael B Yanney 5,000

James F Collins 200

Argyros Foundation 86,667
Suzanne/Walter Scott Fdtn 175,000
ERA Foundation 12,550
National Endowment Arts 181,000
National Endowment Arts 100,000
ERA Foundation 150,000
Argyros Foundation 20,000
Argyros Foundation 63,333

2010 Total 933,750

Suzanne/Walter Scott Fdtn 175,000
Maura Shelden 25
James F Collins 200
Argyros Foundation 63,333
Department of Energy 167,768
USAID-Ukraine 120,000
USAID-Serbia 500,000

2011 Total 1,026,326

USAID-Serbia 500,000

To support Russian Cultural Leaders
Program

To support Alumni Programming in OW
countries

To support operations at the OWLC
To support operations at the OWLC
To support Alumni Programming in OW
countries

To support operations at the OWLC
To support special event for book
donation to LC

To support Russian Cultural Leaders
Program

To support Russian Cultural Leaders
Program

To support Alumni Programming in
OW countries

To support Alumni Programming in
OW countries

To support Alumni Programming in
OW countries

To support operations at the OWLC
To support operations at the OWLC
To support operations at the OWLC
To support Alumni Programming in OW
countries

To provide 50% cost-share for Russian
Non-Proliferation Program delegations
To support programming on
Telemedicine theme

To support programming for two-yr
period (Yr 1)

To support programming for two-yr r
period (Yr 2)



01/04/12
01/11/12
02/28/12

04/02/12
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Suzanne/Walter Scott Fdtn 175,000

James I Collins 200
ERA Foundation 150,000
ERA Foundation 150,000

2012 Total 975,200

To support operations at the OWLC

To support operations at the OWLC

To provide programs for delegations from
the Republic of Buryatia (2011 tranche)
To provide programs for delegations from
the Republic of Buryatia (2012 tranche)
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NEW EXCHANGE PROGRAMS

During the February 2013 meeting of the Open World Board of Trustees
discussed exchange programs in Turkey, Mongolia, Egypt and Kosovo. Under
the terms of the current Continuing Resolution (CR) no appropriation or funds
shall be used to initiate or resume any project or activity for which
appropriations, funds, or other authority was not available during fiscal year
2012. Under what authority does the OWLC expand exchange programs?

OWLC’s authorizing statute, 2 U.S.C. § 1151, provides for the OWLC Board
to designate additional countries not already contemplated within the statute’s
definition of “eligible foreign state.” Specifically, 2 U.S.C. § 1151(j)(3) authorizes
the OWLC Board to designate any other country, but notes that “the Board shali
notify the Committees on Appropriations of the Senate and the House of
Representatives of the designation at least 90 days before the designation is to take
effect.” The OWLC Board follows the voting procedures in Article V of its Bylaws
to approve resolutions for expansion of the program. Board approval for the
countries listed above was granted as follows:

Egypt — resolution 12-01, approved March 2012.
Mongolia — resolution 12-02, approved June 2012.
Turkey — resolution 13-03, approved February 2013.
Kosovo - resolution 13-04, not yet approved.

If the OWLC has begun exchange programs in Turkey, Mongolia, Egypt and/or Kosovo,
why are you not in violation of the CR probation?

The Open World Board has approved expansion and provided the Appropriations
Committees with notification for three of these countries (Egypt, Mongolia, and Turkey). Open
World intends to fund visitors from Turkey and Egypt this fiscal year and has begun discussions
with the respective embassies relating to visitors from Mongolia.

Open World is not barred from using CR funds for the purposes of issuing grants to
recipients in Turkey, Mongolia, Egypt, Kosovo or any other countries approved by the Board
and after notification has been provided to the appropriate committees.

2 U.S.C. § 1151 defines the Open World exchange as a single program with the express
purpose of funding grants for specific subsets of individuals from “eligible foreign states.” See 2
U.S.C. § 1151(b)(1) (describing the purpose “to establish a program . . . to enable emerging
political leaders of eligible foreign states . . . to gain significant, firsthand exposure to the
American free market economic system and the operation of American democratic institutions

through visits to governments and communities at comparable levels in the United States . . . .”)
and (b)(2) (providing that “the Center shall establish a program under which the Center annually
awards grants to government or community organizations in the United States . . . .[to] host

nationals of eligible foreign states . . .”). The specitic uses of the funds laid out in 2 U.S.C. §
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1151(b)(3)(C) encompass the costs associated with all participants regardless of the eligible
country from which they come and reiterate the singular nature of the program. See id. (“Grant
funds under the program shall be used to pay — (i) the costs and expenses incurred by each
program participant . . . (ii) the costs of providing lodging in the United States to each program
participant . . ). Because the Open World appropriation is a lump-sum for the entirety of the
program and the authorizing statute envisions the possibility of additional countries being
included in the grant program, use of apportioned CR funds for these other countries would be
appropriate.

The Government Accountability Office’s (*GAO™) interpretation of the terminology of
continuing resolutions, as discussed in Principles of Federal Appropriations Law, 3d ed., Vol. II,
ch. 8 (“Redbook™), supports Open World’s position. According to GAO, the term “projects or
activities” as used in a CR can be used in the context of appropriating sufficient funds for
continuing activities at a prescribed rate and in the context of prohibiting the use of funds to start
new programs. In the first context, GAO has opined that the terms project or activity “does not
refer to specific items contained as activities in the administration’s budget submission or in a
committee report. Rather, the term refers to the appropriation for the preceding fiscal year.”
Redbook at 8-22. And in the second context, while the terms project or activity have been
deemed to “refer to the individual program rather than the total appropriation,” Redbook at 8-24,
GAO has further clarified that “if a program was funded as part of a lump-sum appropriation in
the previous fiscal year, it is the lump-sum appropriation, not the individual program, which is
the ‘project or activity.”” B-204449 (Nov. 18, 1981).

Moreover, GAO has instructed that “if an agency had authority and sufficient funds to
carry out a particular program in the preceding year, that program is not a new project or activity
regardless of whether it was actually operating in the preceding year.” Redbook at 8-25; see also
Redbook at 10-37 (“Grant funds provided by lump-sum appropriation are subject to the usual
rule that an agency may reallocate discretionary funds within that appropriation as long as it uses
those funds for purposes authorized under the applicable appropriation and program statute.”)

Open World’s operations are a statutorily authorized, discretionary grant program that
includes an evolving definition for the eligible recipients of the program. Therefore, use of
appropriated funds for the purposes of covering the costs of participants both from countries
specifically identified in the statute or otherwisc identified by the Board pursuant to its statutory
authority are permissible even under a CR that places restrictions on the agency’s ability to fund
“new starts.” Based on the language of Open World’s statutory authority and GAQ’s guidance,
new countries are not “new starts.”
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GRANTS TO HOST DELEGATIONS

For the record provide a list for each of the grants to host delegations for fiscal year
2010 to 2012 detailing the following information: Date of the grant; term of the grant;
grantee; number in delegation; activities conducted; city and state of delegation visit;
and amount.

[A sample of the requestéd information follows, all agendas for all grantees for all years
have been provided to subcommittee and are kept on file.]
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Program Agenda Template — Attachment D

OPEN WORLD PROGRAM

Sponsored by the
The Open World Leadership Center

Kyrgyzstan
Accountable Governance:
“Senior Legislative Staff Members”

Thursday, September 13™ — Thursday, September 20™, 2012

Mr. Aybek M. Dzhurunov
Mr. Nurlan B. Esenbayev
Ms. Asel D. Iskakova
Mr. Kanatbek R. Sadykov
Ms. Rakhima A. Satybaldiyeva
Mr. Mamasadyk J. Bagyshov (Facilitator)

International Visitors Council
57]Jefferson Avenue

Columbus, OH 43215
Phone: (614) 225-9057 / Fax: (614) 340-4192

E-mail:

Palmer McNeal, IVC Executive Director, (614)397-0673 - Cell
Sofia Zinkovskaya, Interpreter (614)657-5882 - Cell
Nikolai Peshko, Transportation Coordinator, (614)572-7092 - Cell




Thursday, September 13%:

01:51 P.M. Arrival
(1351 hrs.)

06:00 P.M.
(1800 hrs.)

Friday, September 14™;

08:30 — 09:00 a.m.

09:00 — 11:30 a.m.

International
Visitors
Coundil, Inc.

COLUMBUS, OHIC
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Arrive at Port Columbus International Airport,
United Airlines Flight # 5518. The airportisa

large airport serving more than 8 million
passengers in 2010. IVC staff and home hosts will
greet the delegation at the airport.

An informal Welcome Reception will be held at the
home of IVC Executive Director Palmer McNeal
and his wife, Barcy, an IVC board member, 5169
Springfield Court, Columbus, OH 43081,
(614)895-9545. Delegates will receive their program
notebooks with complete program information. An
opportunity to learn a little bit about life in America
and the delegates may be asked to share a few words
about their lives, families and careers in Kyrgyzstan.

Home hosts will drop off delegates at Worthington
Square / First Watch restaurant at 08:30 a.m., or at
Palmer’s office after 09:00 a.m.

Welcome and Orientation at the office of Ohio
Governmental Services, 88 E. Broad St., S-14753,
Columbus, OH, 43215, (614)225-9057. IVC will
review the program to ensure that it is clearly
understood, that it meets the delegates’ expectations,
the home hosts situation will be discussed, phone
cards distributed and a comprehensive program
orientation session will he conducted.



11:45 - 01:15 P.M. Lunch

02:00 P.M. Lunch
(1400 hrs.)

04:30 - 5:00 P.M.
(1630 - 1700 hrs.)
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The Capital Club, 41 S. High St., 7" EL., Columbus,
OH, 43213, (614)228-0225. Hosted by IVC board
Member, Susan V. Eichinger, President, Fireproof
Records Company. This will be a “working” lunch
where the delegates will receive a presentation by Ms.
Eichinger as a female president of a large corporation,
a community leader and the important functions
performed by her company.

State Senator Frank LaRose, R-27" District
Member, The Ohio Senate, #2212 Floor.
(614)466-4823
Bret Wiseman, Legislative Aide

¢.state.ohus
/Bret Wisemeaniohiosenate. gov
Senator Frank LaRose is currently serving his first term
in the Ohio Senate. A decorated Army veteran, Frank
brings real-world experience, energy and passion to the
(Ohio Senate. He believes that Ohio must live within its
means and spend its money wisely without expecting
working families to bear more of the burden.

Senator LaRose serves as vice-chairman of the Senate
Highways and Transportation Committee, giving him a
prominent role in the allocation of funds for critical
transportation  projects via the multi-billion state
Transportation budget. He is also a member of the
Energy and Public Utilities Committee, the Judiciary
Committee, the State and Local Govemments and
Veterans Affairs Committee. In addition, LaRose serves
as Chairman of the Joint Committee on Agency Rule
Review (JCARR), which is comprised of members of
both the Senate and House and is responsible for
reviewing administrative rules proposed by state
agencies, departments, boards and commissions.

He recently travelled to Bishkek, Kyrgyzstan, as a part
of a U.8. Department of Siate legislative exchange visit
program where he met with a number of members and
senior staff persons in the Kyrgyz parliament..

Home hosts will pick up delegates at IVC office after
04:30 P.M. or at Worthington Square at 05:00 P.M.



Saturday, September 15%;

Sunday, September 16™;

09:00 a.m. Depart

Monday, September 17

08:30 — 09:00 a.m.

09:30 am.

Michael Stinziano

ey

Meeting

259

Day spent with host families. This will be a time for
the delegates to participate in typical American
family activities, shopping or some cultural or
sporting event, if possible.

The Wilds Nature & Wildlife Preserve
14000 International Road

Cumberland, OH 43732

(740)638-5030

www thewilds.org

Participant Drop Off at IVC Office, 57 Jefferson Ave.,
43215, at 09:00 a.m. Group will be dropped off

at host families by IVC in time for evening dinner

at approximately 05:00 P.M. (1700 hrs.) The Wilds
is the largest wildlife nature preserve in the United
States, a safari-like experience we know the delegates
will enjoy and remember.

Home hosts will drop off delegates at Worthington
Square / First Watch restaurant at 08:30 a.m., or at
Palmer’s office after 09:00 a.m.

The Hon. Michael Stinziano, Jr., D-25™ District
Member, The Ohio House of Representatives
Statehouse, Room 216

Columbus, OH 43215 (614)466-1896
District25%ohr state.oh.us / mstinziano@icomeast.net

Mr. Stinziano was elected to his first term in the Ohio
House of Representatives in November, 2010, and
assumed office in January, 2011, in the seat held by his
father for twenty-two years until the enactment of term
limits in Ohio. The Democratic Party is the minority
caucus party in the 99-member Ohio House of
Representatives after losing majority control in the
November, 2010 elections. Mr. Stinziano received a
bachelor’s degree in leadership studies, a master’s
degree in public administration from George
Washington University and his law degree from The
Ohio State University. Mr. Stinziano is married to his
wife, Caroline McNamee Stinziano, a C.P.A.



11:00 a.m.

12:00 P.M. Lunch
02:00 P.M. Meeting
(1400 hrs.)

04:30 PM.
(1630 hrs.)

Tuesday, September 18
08:30 a.m. — 09:00 a.m.
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Tour of the historic Ohio Statehouse

The Ohio Statehouse, on the National Register of
Historic Places, is situated on 10-acres of land that
was donated by four prominent landholders of early
Columbus. Construction began on July 4,1839, and
opened to the public in 1857. Prison labor from the
Ohio Penitentiary was used to construct the building,
largely of Columbus limestone. The Ohio Statehouse
has been hailed as a supreme example of Greek
Revival architectural style and is the second largest
of the fifty statehouses in the U.S. President
Abraham Lincoln visited the building at three
different occasions.

Frank M. Strigari, Chief Legal Counsel
The Ohio Senate

Senate Office Building, 2" Floor
(614)995-4868

Mr. Strigari will discuss his role as Legal Counsel,
his duties and responsibilities in providing legal
advice and obligations to members of the General
Assembly. He is a senior legislative staff personnel
member.

More will follow in Final Program.

Home hosts will pick up delegates at IVC office after
04:30 P.M. or at Worthington Square at 05:00 P.M.

Home hosts will drop off delegates at Worthington
Square / First Watch restaurant at 08:30 a.m., or at
Palmer’s office after 09:00 a.m.



09:30 a.m. Meeting
Lunch

02:30 P.M. Meeting
(1430 hrs.)

05:00 P.M.
(1700 hrs.)

Wednesday, September 19™;
08:30 — 09:00 a.m.
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Mr. Brian Perera, Chief Fiscal Officer
The Ohio Senate

Senate Office Building, 2™ Floor
(614)466-4947
brian.pererafsenate.state.oh us

Mr. Mark Flanders, Director

Ohio Legislative Services Commission
Riffe Center

77 South High Street

Columbus, OH 43215

(614)466-8419

miflanders@ulsc. state.oh,us

The Legislative Service Commission (LSC), which
was created in 1953, is a nonpartisan agency
providing drafting, fiscal, research, training, and
other technical services to the General Assembly.
LSC staff includes attorneys, budget analysts,
economists, research associates, and support
personnel. This is the office where Members of
both legislative bodies request language in proper
legislative format. That must be requested only by
an elected Member.

Delegates picked up home hosts at Worthington Sq.,
at 05:00, or Palmer’s office at 04:30 P.M.

Home hosts will drop off delegates at Worthington
Square / First Watch restaurant at 08:30 a.m., or at
Palmer’s office after 09:00 a.m.



09:30 a.m.

Meeting

11:45-01:15P.M.

Lunch

01:00 P.M.
(1300 hrs.)

Meeting

262

Mr. Stephen White, Esq., General Counsel

Office of Senator Rob Portman, R-Ohio

37 West Broad Street, S-300

Columbus, OH 43215 Phone: (614)469-6774
Stephen White@Portman.Senate.Gov

Sen. Portman was elected to the U.S. Senate, in 2010,
running as a common-sense conservative with ideas
designed to help create jobs and get the deficit under
control. He served in the U.S. Congress for twelve years,
where he was actively involved in crafting and promoting
the historic welfare reform efforts and he was a forceful
advocate of the balanced budget that passed in 1997
Sen. Portman gained the respect of his colleagues
through his successful, bipartisan legislative initiatives,
including several measures he authored to increase
retirement savings, reform the IRS and add over fifty
new taxpayer rights, reduce taxes, and expand drug
prevention and land conservation efforts. In 2005,
President Bush asked Sen. Portman to serve. as the United
States Trade Representative was later as Director of the
Office of Management and Budget. He was born and
raised in Cincinnati, Ohio, where he lives with his wife
Jane, and their three children.

Sam J. Vogel

Athletic Club of Columbus

136 East Broad Street

Columbus, OH, 43215

(614)260-8095 /  vogels@stifel.com

Mr. Vogel, the luncheon host, is an IVC board
member, is a Vice President at Stifel Nicolaus &
Company, a financial investment brokerage firm.

Mr. Randall J. Meyer, Inspector General
The Ohio Inspector General’s Office

30 East Broad Street, 18™ Floor

Columbus, OH 43215

(614)644-9110

olg.state.oh.us

The Office of Inspector General, Ohio’s anti-corruption
office for Ohio’s government, investigates allegations
of wrongdoing by state agencies, officials in the
executive branch of state government and employees of
the State of Ohio.
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04:30 P.M. Home hosts will pick up delegates at Palmer’s office
(1630 hrs.) at 4:30 P.M. or at Worthington Square at 5:00 P. M.
06:30 P.M. — 08:30 P.M. Farewell Reception at the home of

(1830 — 2030 hrs.)

Thursday, September 20™;

12:00 P.M. Home hosts are requested to have delegates at Port
Columbus International Airport, United Airlines
ticket counter for international baggage check-in,
ticket confirmation, seating assignments and security
check points.

02:25P.M. Delegates depart on United Airlines Flight #6349
(1425 hrs.) to Washington, D.C. (Dulles International Airport).
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OPEN WORLD PROGRAM

Sponsored by the
Open World Leadership Center

Telemedicine
A Project for Ukraine
November 2-10, 2012

Delegates
LIUBOYV LOSIUK
OLEKSANDRA KOVAL
SERGII LAPONOG
VITALII OSTASHKO
SERGIY SIROMAKHA

Facilitator
NATALIYA MAZUR
Akron, Ohio

Akron International Friendship
Local host coordinator:
Michelle Wilson
Executive Director
Ste 233 Quaker Square
The University of Akron
Akron, OH 44325-9003
330-972-8296

wilsonaif@earthlink.net
Emergency/cell phone number: 330-612-4693

Administered by
Open World Leadership Center



265

HOST COMMUNITY PROFILE: AKRON, OHIO

Description of community: Akron and the adjacent three counties of Medina, Summit and Portage
counties in Northeastern Ohio blend the traditional charm of colonial New England with Midwestern
hospitality, the enthusiastic bustle of a thriving community and a balance of metropolitan convenience
and small town flavor. For more than 100 years, Akron was the acknowledged center of the rubber
industry and tire capital of the world. Building upon this fine reputation, Akron is redeveloping itself
as a leading global center for research and advanced manufacturing, polymer engineering and bio
medical R & D. With three major hospital systems in Akron, Healthcare has been, and continues to
be, the fastest-growing job market in Akron and Northeast Ohio. All together, the region’s institutions
conduct $500 million annuatly in healthcare research. Due in no small part to the research and clinical
strengths, and a broad existing biomedical industry, Northeast Ohio has become a major center of
healthcare innovation and commercialization

Population: As of the 2010 census, the city had a population of 199,110.

Urban/Suburban/Rural: Urban with Suburban pockets

Geographical location/Climate: Midwest; Temperate

Closest major city: Cleveland

Political structure: Elected mayor and an elected city council

History: The City of Akron ties its history back to the untamed frontier of the Western Reserve.
Native American Indians traveled by river and overland through the region as a North to South
passageway from the Great Lakes to the Gulf of Mexico. In the era of the Canals, Akron was an
important stop and grew to become a significant city on the new frontier. Akron went on to become
the Rubber Capital of the World with the world headquarters of Goodrich, Firestone, General Tire and
Goodyear creating a hub of new research and development in this important industry. Akron is
known as a City of Invention and has evolved in recent years to become a world center of Polymer
Research, Advanced Manufacturing and BioMedical Innovation.

Cultural institutions/events: Recreation sites include Metro Parks — an excellent metropolitan park
system of over 6600 acres. Cuyahoga Valley National Park — encompasses the Cuyahoga River, historic
Ohio-Erie canal and locks, over 30,000 acres of unspoiled meadows, land and forests. Also home to the
University of Akron.

Host Organization: Akron International Friendship (AIF) www.akroninternational.org is a
nonprofit, nonpartisan organization that strengthens academic, corporate, organizational and personal
links between Northeast Ohio and the World.

Healthcare Overview Akron, Ohio: Consistently ranked as one of the best healthcare providers in
the country, Summa Health System excels in heart, emergency, women’s health, stroke, orthopedics,
cancer and geriatric services. These specialties have been recognized by organizations such as the
Joint Commission on the Accreditation of Healthcare Organizations, U.S. News & World Report, the
Healthcare Facilities Accreditation Program, Solucient, HealthGrades & Money magazine. Akron
General Medical Center (AGMC), flagship hospital of the Akron General Health System (AGHS),
ranks among U.S. News and World Report’s “America’s Best Hospitals,” and Solucient’s “Top 100
Hospitals” in the nation. AGMC has also been named “Akron’s Most Preferred Hospital for Overall
Quality and Image™ by National Research Corporation. Akron’s Children’s Hospital is a full-service
medical center for children, from birth through adolescence, and burn victims of all ages. Akron
Children’s Hospital has been ranked as one of the country’s top pediatric hospitals by Child magazine
twice. Children’s Hospital houses regional centers for burn trauma, pediatric trauma, neonatal
intensive care, pediatric intensive care, childhood cancer and blood disorders, and fetal treatment,
among others. Children's has also ranked as a "Best Children's Hospital" by U.S. News and World
Report.
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Transportation Company:
Throughout the week for appointments, we will be using:

Diligence Transportation

11291 Spruce Drive Chesterland, OH 44026

Contact: 440-567-1517 (cell) Yury Shulman

diligencetransportation@gmail.com

*transportation company will pick up and drop off groups from Quaker Square Inn corner of
Bowery Street and 135 S. Broadway Akron, OH 44308 Hotel main entrance under the canopy.

Interpreter
Vitaly Alex Dotsenko 304-206-6902 officeandhome(@yahoo.com

Staying at O’Neil House Bed & Breakfast
1290 W. Exchange St. + Akron, OH 44313 » (330) 867-2650

Friday, November 2, 2012

6:21pm

Arrival The delegation will arrive at 6:21pm at Akron Canton airport on United Airlines
Flight 5932 from Chicago. Host families and Michelle Wilson, Executive
Director of Akron International Friendship will greet the group upon arrival.

Saturday, November 3, 2012
Day spent with host family options will be provided.

Welcome event: Akron International Friendship’s
Annual Traditional International Thanksgiving Dinner

Details: Spm-8pm at St. Bernard Parish Social Hall, 44 University Avenue, Akron, OH
44308-1609

Who is invited: Open World delegation from Ukraine, International Students and Scholars
attending The University of Akron, AIF host families and volunteers.

Menu: Traditional Thanksgiving Dinner: AIF Board members will prepare Turkeys,
Stuffing, and Gravy. We encourage attendees to bring one of the following to
share; Potatoes, Salads, Vegetables, Cranberry Sauce, or a Dessert. [nfernational
attendees may volunteer to bring a dish that is typical of your country or culture
to share.
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Sunday, November 4, 2012
Day spent with host family

Cultural Activity:
We can schedule a visit with your host families to Stan Hywet Hall and Gardens
http://www.stanhywet.org/

Overview: Stan Hywet is a historic house museum and country estate, open seasonally to the
public — in keeping with the stone inscription above the Manor House front door,
"Non nobis solum," meaning "Not for us alone." Located at Stan Hywet Hall and
Gardens is the The Gate Lodge > The Birthplace of Alcoholics Anonymous
Henrietta Seiberling's involvement with the Oxford Group, a religious fellowship
movement, confirmed her belief that ordinary people had the power to change
their lives. On Mother's Day, 1935, through mutual friendships, she brought
together Mr. Bill Wilson and Dr. Bob Smith, both admitted alcoholics. Their
discussion, in the Gate Lodge at Stan Hywet, resulted in identifying the principles
that were to become the cornerstone of Alcoholics Anonymous. To commemorate
this important meeting, the Gate Lodge now hosts a special exhibit celebrating
and recounting this historic event. The legacy of the Gate Lodge extends beyond
its historic significance, and is a never-ending source of inspiration for millions of
people.

PROFESSIONAL SCHEDULE

Monday, November 5, 2012

9:15am
Diligence Transportation will meet us at Quaker Square and take the group on a driving
tour with Rosemary Reymann as guide.

9:00am- 10:15am
Program Opening

Presenters:  Michelle Wilson, Executive Director, Akron International Friendship
Rosemary Reymann, President, Akron International Friendship

Location: Akron International Friendship
Ste 233 Quaker Square
The University of Akron
Akron, OH 44325-9003
330-972-8296  330-612-4693

Topic: Welcome & Program Overview
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Review of professional schedule, informal interview of participant’s interests and
expectations.

Monday, November 5, 2012

9:00am Program Opening

10am- noon Dr. William Keck- U.S. Public Health System, Comparative Global Health
Systems

[ 754 Delaware Ave. | Akron lon | 44303]330-836-1974 |
keck@lek.net

** See resource- article on Cuba

Lunch and Tour of Akron with Rosemary Reymann

Depart Akron at 3:30pm - Diligence Transportation to provide transportation to event.
4:30- 7:30pm

Ukrainian Museum — Archives

Meet and Greet and Tour

Location: Ukrainian Museum — Archives
1202 Kenilworth Ave
Cleveland, OH 44113
216-781-4329 staffiaumacleveland.org

http://www.umacleveland.org

Overview:  Founded in 1952 in Cleveland, Ohio, United States, (UMA) is a museum
dedicated to collecting literature, recordings, artifacts and other items that
represent Ukrainian culture, Ukrainian immigration to America, and the history of
Ukrainians in Cleveland. The UMA holds frequent art exhibitions, and also has
rich online exhibitions, which can be viewed on their website. Contacts: Director
Tary Szmagala, Aniza Kraus aniza@umacleveland.org and Andy Fedynsky
Fedynsky@sbcglobal.net

Attendees:  Thor Zachary, MD ihor@zachary123.com

Tuesday, November 6, 2012 Akron, Ohio

Delegates will be dropped off at Quaker Square hotel main entrance. Michelle Wilson will greet
the group and take you to your meeting location.

8:00-9:15am

Professional Appointment

NEOMED- Master in Public Health- and Summit County Public Health

**additional resources- add power point and reports sent over by email




Presenters:
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Gene Nixon, R.S., M.P.A., HEALTH COMMISSIONER GNixon@schd.org
(330) 923-4891 (Brenda)

Amy Lee M.D., M.P.H., M.B.A., Director of the Master of Public Health
Program, Associate professor of Family and Community Medicine
pubhlth@neomed.edu (Contact Mona 330-325-6179 Amy- 330-325-6164)
Ken Slenkovich, MA, Assistant Dean, Operations and Community Relations -
Kent State University Ken Slenkovich kslenkovi@kent.edu

Assistant Dean, College of Public Health, Kent State University

PO Box 5190 335 Lowry Hall

Kent, OH 44242-0001 (330} 672-6504

Meeting Location:

Topics:

Overview:

Office of The Confucius Institute

Ste 307 Quaker Square The University of Akron
Akron, OH 44325-9003

330-972-8296  330-612-4693

Overview of Consortium Master in Public Health- Briefing on Public Health
Issues in U.S. and Ohio

The mission of Summit County Public Health is to protect and promote the
health of the entire community through programs and activities designed to
address the safety, health and well-being of the people who live in Summit
County. Through its programs and activities, the Health District seeks to create a
healthful environment and ensure the accessibility of health services to all.
http://www.scphoh.org/main.html

The Northeast Ohio Medical University (NEOMED) Master of Public Health
program is a consortium program with The University of Akron, Cleveland State
University, NEOMED, Ohio University and Youngstown State University.

This nontraditional program is geared toward the working professionals and
students who would like to broaden their role in improving community health,
especially in this changing health care environment. This program is based on
collaborating academicians, researchers, public health practitioners, students from
each partner university, and eastern Ohio communities who apply public health
concepts and skills to assess and improve the health status of Ohio residents
through research and service.

www.neomed.edu/

Kent State University, College of Public Health- The College of Public Health
at Kent State University prepares students for careers in some of today's most
exciting health fields: emergency management, disease investigation, health
services administration, occupational health and safety, environmental risk
assessment, global health, and many others. http://www.kent.eduw/publichealth/
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Tuesday. November 6, 2012 Akron, Ohio

9:15am Diligence Transportation will pick up the delegation from the hotel main entrance
at Quaker Square and transport to Akron Children’s Hospital main entrance.

9:30am- 3:30pm
Akron Children’s Hospital-
Professional Appointments and Tour of hospital and facilities including NICU & Surgical Units

Contacts: Heather Weunch 330-543-8130 External Affairs
Angie Troyer | Legislative Assistant | External Affairs | (330-543-8990 | 330-253-

5473 * atroyer@chmca.org
Agenda:

9:30 -10:00am Administrative Welcome and Presentation
Mike Trainer and Alicia LaMancusa
- Funding sources and management structure and Q & A
(10 min presentation, allowing time for interpretation and Q&A)
Administrative Conference Room- Main Hospital

10:15-12:00pm Tours — Michael Wellendorf as tour guide
10:15 ~ 10:45am NICU
10:50-11:20am Surgery
11:25-11:55 Transport

12:00 - 12:30pm Lunch - Administrative Conference Room

12:30 — 3:30pm Telemedicine/Telehealth - Administrative Conference Room
12:30-1:30pm Stefan Agamanolis, PhD
Associate Director, Rebecca D. Considine Research Institute
Director, Center for Patient Experience Innovation
Director, Center for Telehealth Service Design

1:30 —2:30pm Daryl Steiner, DO
Director, Child Protection and Child Abuse Prevention

2:30 — 3:30pm Marilyn Espe-Sherwindt
Director, Family Child Learning Center

Overview:  Ranked a Best Children's Hospital by US News & World Report, Akron
Children’s is the largest pediatric provider in northeast Ohio. With two pediatric
hospitals, and 17 primary care and 67 pediatric specialty locations, we handle
more than 600,000 patient visits a year. We also serve as a major teaching affiliate
of Northeast Ohio Medical University, and offer a number of pediatric
subspecialty fellowship programs. We are committed to providing quality, family-
centered care, and improving the treatment of childhood illness and injury through
research. https://www.akronchildrens.org/
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Tuesday, November 6, 2012 Akron, Ohio

Neonatal Intensive Care Unit- On any given day, there are 45 to 50 babies
receiving care in Akron Children's Hospital's 59-bed neonatal intensive care unit
(NICU).

Akron Children’s neonatal expertise expands beyond the Level IIT NICU at our
Akron campus. We also own and operate newborn special care nurseries at Akron
General Medical Center and Summa's Akron City Hospital in Akron; Akron
Children’s Beeghly campus in Boardman; and St. Elizabeth Health Center in
Youngstown.

TeleHealth Services

Our center employs the principles of human-centered participatory design, which
aims to engage all stakeholders (patients, parents, physicians, nurses, site
administrators, and so on) in the ongoing design process for new products and
services.

In addition to our focus on design challenges, we also engage on a policy front,
taking an active role in disseminating information about the benefits of telehealth
and participating in discussions in the commercial and governmental spheres in an
effort to improve payment practices to make telehealth services more financially
viable.

Together, our endeavors contribute significantly toward the regional aim of
expanding access to much needed health services for medically underserved
populations, as well as the global aim to elevate telehealth to its full potential as a
"standard of care."

Tuesday evening optional activity

The delegation is invited to the Election Waich Party at The University of Akron

Wednesday, November 7, 2012
8:45am- Host Families please drop off delegates at Austen Biolnnovation Center.
Michelle Wilson will greet the group and take you to your meeting location.

9:00-11:00am

Austen BioInnovation Center

Topics:

Contact:
Location:

Overview of Health Care Partnerships and Regional Economic Development
in fields of BioMedicine and Community Health Improvement

Thom Olmstead  TOlmstead@abiakron.org

Austen Biolnnovation Center

1 South Main Street, Suite 401

Akron, OH 44308

330-572-7544 www.abiakron.org/
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Overview:

Lunch
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9-9:45AM
Tour and overview of ABIA/Center for Simulation and Integrated Healthcare
Education (CSIHE Jeanine Carroll)

9:50-10:15AM (Multipurpose Room)
Center for Community Health Improvement (CCHI) Overview
Janine Janosky

10:15-10:30AM (Multipurpose Room)
ABIA Overview
Thom Olmstead

10:30-10:45AM
Ukraine Delegation Overview

10:45-11AM
Q/A

The Austen Biolnnovation Institute in Akron — an exceptional collaboration

of Akron Children’s Hospital, Akron General Health System, Northeastern Ohio
Universities Colleges of Medicine and Pharmacy, Summa Health System, The
University of Akron and The John S. and James L. Knight Foundation - is
focused on patient-centered innovation and commercialization at the intersection
of biomaterials and medicine.

The strategic alignment of institutional, state, federal and philanthropic support,
accompanied with Akron’s rich legacy in industrial and materials science, is
working to pioneer the next generation of life-enhancing and life-saving
innovation that will transform Akron and the surrounding region into a model for
biomedical discovery and enterprise.

CENTER FOR SIMULATION AND INTEGRATED HEALTHCARE
EDUCATION (CSIHE)

The Center for Simulation and Integrated Healthcare Education (CSIHE) is
establishing a nationally recognized model of collaborative space where
innovative technologies and methodologies are tested and used to improve the
performance of the provider teams and early responders. www.abiakron.org/csihe

Location to be determined

1:30pm arrival-
Cleveland Clinic- Heart and Vascular Institute — J Building
Natalia Fendrikova Mahlay. 216-445-2477 [nmahlay@gmail.com]

[: Cleveland Clinic Katie Breznai | Institute Coordinator | Heart & Vascular Institute
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Cleveland Clinic | 9500 Euclid Ave. J1-227 | Cleveland, OH
44195 | (216) 636-5428
Breznai, Katie [Breznaki@ccf org]

Location: J building (Heart and Vascular
Institute, 9500 Euclid Avenue) around 1:30-1:45 PM.
Vi Huynh will be taking the delegation on the tour.

The schedule is the following:
2-2:30 PM tour of the Heart and Vascular Institute
2:30-3 PM tour of OR. They will need to scrub in to see OR.

Overview:
A nonprofit multispecialty academic medical center that integrates clinical and hospital care with
research and education. No. 1-ranked heart program in the United States.

3:30-5:30pm
Cleveland Museum of Art

Diane Carder

Assistant to Marcelo Gomes, M.D., Leslie Gilbert, M.D., and Natalia Fendrikova-Mahlay, M.D.
Cleveland Clinic Heart and Vascular Institute

Section of Vascular Medicine

9500 Euclid Ave/Desk J3-5

Cleveland, OH 44195

2k 3 ok oK o ok o ok ok o ok ok ok ok ook ok ok ok ok ok ok sk ok ke ok sk ok ok kR ok ok ok sk sk ok ok kR R kR ok
Dr. Gomes: 216-444-3352

Dr. Gilbert: 216-445-5454

Dr. Mahlay: 216-445-2477

Fax: 216-636-6955

Approximate pick up time at Quaker Square: 6:30pm

10



10:00am -12:00pm- all participants attended:
Flectronic Medical Records
for Lyubov Vasvlivna Losvuk, Vitaliv Hennadivovych Ostashke and Serhiv Olehovych

Siremakha

Presenter:  Lisa Clark will meet you in the lobby of the critical care towers. Her contact
number if you need it is 330 375 7822
Contact; Jill Hazelton RN, MSN, PMP hazeltoj@summahealth.org
Manager, Clinical InformationSystems

Location: Summa Health System
525 East Market St , Akron, Ohio 44304-1619
330 375 3351

11



Lunch

Contacts:
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Reservations will be made for lunch at Virtues, Summa Health Akron Campus

Amy Christman, Unit Manager OR Manager - christma@summahealth.org
330-375-3000 330-715-1612. If you need immediate assistance call the OR
Control Desk at 330-375-3351

Barb Bala - 330-375-3351 balab@summahealth.org

Summa Health Systems

Location:

Overview:

Overview & Tour of Summa Health Systems Surgical Department
Facilities Tour and Meetings to review use of telemedicine, telehealth and
Technology. And Case Study Minimally Invasive Surgery Institute.

Summa Health System

Summa Health Systems

Summa Health System is one of the largest integrated healthcare delivery systems
in Ohio. Encompassing a network of hospitals, community health centers, a health
plan, a physician-hospital organization, a multi-specialty physician organization,
research and multiple foundations, Summa is nationally renowned for excellence
in patient care and for exceptional approaches to healthcare delivery. Summa's
clinical services are consistently recogmized by the American Nurses
Credentialing Center (Magnet status), U.S. News and World Report, Thomson
Reuters and The Leapfrog Group. Summa also is a founding partner of the Austen
Biolnnovation Institute in Akron. www.summahealth.org

DaVinei Robotic Surgical Unit and The Minimally Invasive Surgery Institute
(MISI) The telemedicine center offers physicians the latest technologies in
networked visual communications, telemedicine, video conferencing, multimedia
and education systems.

12
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Friday, November 9, 2012 Akron, Ohio

Professional Appointment

9:30am- 11:30am

The University of Akron College of Health Professions
www.uakron.edwhealth/

Location:

Presenters:

Overview:

Polsky Room 181, The University of Akron

Akron, OH 44308

Roberta DePompei, Ph.D.: Interim Dean of the College of Health Professions
and Distinguished Professor of Speech-Language Pathology and School Director.
Charles H. Carlin, Ph.D.: Completed a two year study on the telesupervision of
graduate students who were enrolled in public school-based externships.
Collaborating with the VA to train graduate students to deliver telepractice to
veterans.

K. Todd Houston, Ph.D.;: Conducting research through the the Telepractice and
eLearning Lab (TeLL). The lab was developed to evaluate a range of telepractice
service delivery models, especially those to families of young children with
hearing loss and adults who are living with deafness.

Erin Smith, Au.D.: Clinical preceptor and the Coordinator of the Northeast Ohio
Au.D. Consortium and the Hearing Aid Dispensary.

Kelly Wade M.A.: Coordinator of the Collaborative Distance Learning Graduate
Speech-Language Pathology Program in partnership with the University of
Cincinnati. This program offers a master’s degree in speech-language pathology
after successful completion of on-line academic coursework and clinical
practicum requirements.

The College of Health Professions at The University of Akron brings an
interprofessional educational and collaborative approach to health care. This bold
new approach significantly improves patient outcomes as doctors, nurses,
dietitians, social workers and other health providers work together to treat the
whole patient.

Diligence Transportation will pick up group from Polsky building at 11:30am and provide

Lunch

transportation for this afternoon’s appointment.

Location to be determined

13
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Friday, November 9, 2012 Akron, Ohio
Tour and Meeting

Rainbow Babies & Children’s Hospital
Neonatology Division

216-844-3911

Location: 11100 Euclid Ave
Cleveland, OH 44106
http://www.uhhospitals.org/rainbow

Contacts: Dr. Sreekanth Viswanathan sreepeds@gmail.com
Dr. Michele Walsh Michele.Walsh@uhhospitals.org

Dr Sreekanth Viswanathan MD

Asst. Professor, Neonatology

Rainbow Babies & Children's Hospital

Cleveland. Chio. 44106

Ph: 216-844-5100

Pager # 33944

Fax:216.844.3380

sreekanth. viswanathan@uhhospitals.org

Overview:  Unlike pediatric services offered by general community hospitals, Rainbow
Babies & Children’s Hospital is a dedicated pediatric hospital with experts who
offer a depth and breadth of high quality care that is not available at any other
institution in the region. As a leading academic medical center that is the primary
teaching hospital of Case Western Reserve University, we offer cutting-edge
therapies to area children long before they’re available nationwide. When a
child’s life is in the balance, there is simply no better facility in the area.

Our staff of more than 850 physicians, nurses, child life specialists, social workers
and other professionals is devoted solely to pediatric medicine and surgery, and
includes more nationally recognized pediatric specialists than any other hospital
in Ohio. Our experts are regarded by pediatricians across the country as among
the best in the nation ~ and in some specialties, the best in the world. Rainbow’s
244-bed facility serves as both a primary care facility for children of the
Cleveland metropolitan area and a principal pediatric referral center for Ohio and
the region. Many of the infants, children and adolescents referred to Rainbow
have complex medical and surgical problems that require hospitalization for
diagnosis and treatment.

Evening
Closing Dinner & Reception
Hosted by Elaine Woloshyn and Richard Stahl attended by host families and participants.
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Saturday, November 10, 2012

Departure

Delegation will depart at 1:23pm on United Airlines Flight 5237 departing from
Cleveland Hopkins Airport and bound for Chicago.

15
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Program Agenda Form — Attachment A

OPEN WORLD PROGRAM

Sponsored by the
Open World Leadership Center

THEME:
Kazakhstan

Accountable Governance-Environmental Leaders
March 2-10, 2012

Delegate and facilitator names:

Petrova, Lyudmila Yevgenyevna
Tazhmakina, Baltugan Dauletovna
Temirbekov, Murat Yermekovich

Zudina, Natalya Vyacheslavna
Telegin, Ruslan Dmitriyevich
Doszhanova, Elina Bekbulatovna (Facilitator)

Austin, TX

Center for Safe Energy
Local host coordinator name:
Tamara Kowalski
300-B Wilmes Drive
Austin, TX 78752
510-520-8434 (cell)/csedelegations@gmail.com
Emergency/cell phone number:
Melissa Prager (cell): (310) 592-5028
Enid Schreibman (cell): (510) 393-3693

Administered by
Center for Safe Energy




280

Description of host organization (including mission, history, and role in the community):

Center for Safe Energy’s mission includes supporting the growth of independent non-
governmental organizations concerned with energy issues in the former Soviet Union, linking
them for joint efforts with their counterparts in America and other countries, as well as building
the strength and effectiveness of non-governmental organizations in the former Soviet Union.
Enid Schreibman, co-founder and director of the Center for Safe Energy, has conducted over
thirty two-way exchanges with the former Soviet Union since 1985 in the areas of business,
politics and related professional fieldsSince 1995, CSE has conducted two-way exchanges with
countries of the former Soviet Union. Since 2004, the Center has successfully hosted 23 Open
World exchanges, with a total of 175 participants.

AGENDA
FRIDAY, March 2
2:48 p.m. Delegates’ flight arrives at Austin Bergstrom Airport
Pick up delegates from airport by van. United Flight #3547
4:00-5:30 p.m. Drive delegates through Austin, to Laguna Gloria park and Mount

Bonnell for first view of town

In addition to sessions:

6:00-7:00 p.m. Dinner at Hula Hut

3825 Lake Austin Blvd

Austin, TX 78703

(512) 476-4852
§:00 p.m. Take to host families and introduce delegates
SATURDAY, March 3
9:00 am. Pick up delegates at host family homes
9:30-10:45 a.m. Drive to San Antenio
11:00-2:30 p.m. San Antonio Riverwalk

hito://'www thesanantonioriverwalk.com/.

San Antonio Riverwalk Cruises and Tours
http:/fwww.sanantonioriverwalk.com/tourisma _rivertour.html

Lunch on the Riverwalk



3:00-4:30 p.m.

4:30-5:45 p.m.
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We visited the square in front of the Alamo, which was celebrating Texas
Independence Day, which had been the day before. Delegates were
greeted with costumed re-enactors and occasional cannon fire (blanks).
We then walked along the San Antonio River Walk and took a river
cruise.

Downtown Market Square
http://www.sanantonio.gov/marketsquare/

We visited the historic and cultural shopping center of old San Antonio,
Market Square - a vibrant Mexican marketplace, featuring crafts,
entertainment and food from south of the border. On the first Saturday of
every month, when we were there, the market features local entertainment,
crafts and music. Delegates watched as costumed Mexican singers and
dancers displayed their culture’s songs.

Drive back to Austin

In_addition to sessions.

7:00-8:00 p.m.

9:00-10:30 p.m.

SUNDAY, March 4
Sessions:

10:00 a.m.

11:00-12:30 p.m.

Lunch: Casa Rio Mexican Foods
430 E Commerce
San Antonio, TX 78205

Dinner: (Gourmet) food trucks
South Congress Ave.

The Broken Spoke

3201 S. Lamar

Austin, TX 78704
http://www.brokenspokeaustintx.com/

The Broken Spoke is Texas' most definitive dance hall and a “true Texas
Honky Tonk.” In the sixties, countless country super stars and legends
played there, including George Strait, Emest Tubb and Willie Nelson.
Dance lessons start at 8pm, live music starts at 9:30pm. Delegates
participated in the dance lessons and danced to the live band afterwards.

Pick up delegates at host families

Zilker Park Kite Festival
2100 Barton Springs Road



1:00-1:30 p.m.

2:30-3:30 p.m.

3:30-5:30

5:30-6:30 p.m.

6:30-7:00 p.m.

282

Austin, TX 78704
512.974.6700
www.zilkerkitefestival.com

We visited the nation's oldest kite festival and explored "Austin's most-
loved park." Delegates enjoyed free time to walk through the festival, try
American foods from various vendors and see Barton Springs pool, a local
favorite spring-fed swimming pool.

Picnic Lunch on the way to downtown Austin for tour
Tour of Austin

Austin Overtures Tours
http://www.austinovertures.com/company.html

We took a van tour of Austin’s downtown, Lake Austin and surrounding
areas, focusing on Austin’s urban culture, outdoors, local art, and Hill
Country vistas and lakes.

Free time to explore historic 6" street.

Introductery meeting with CSE Director Enid Schreibman and
Jeffrey Magnuson from Open World

Take delegates to host families for dinner

In addition to sessions:

7:00 pm

MONDAY, March 5
Sessions:

8:15 am.

8:30-9:30 a.m.

10:00-11:00 a.m.

Dinner: with Host Families

Delegates meet at designated host family home for daily briefing
CSE Daily briefing

Congressman Lloyd Doggett’s office
Leednn Calaway, Outreach Officer
300 East 8th St, #763

Federal Building

Austin, TX 78701

Phone: 512-916-5921
http://doggett.house.gov/




11:30-12:15

12:30-1:45 p.m.

2:00-3:00 p.m.

3:00-4:00 p.m.
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Delegates met with the Outreach Officer of US Congressman Lloyd
Doggett to learn how he works with his constituents and about his
environmental work.

Texas State Capitol Tour

1100 Congress Street

Austin, Texas 78701

512.305.8400
http://www.tspb.state.tx.us/CVC/home/home.htmi

We took a guided tour of the Texas State Capitol to learn about the
building, Texas history and the Texas legislature.

Lunch at Clay Pit Indian restaurant
1601 Guadalupe Street

Austin, TX 78701

(512) 322-5131

Free time to walk around the beautiful historic neighborhood near the state
capitol and Sierra Club’s offices

Sierra Club — Lone Star Chapter & Austin Regional Group
1601 Guadalupe Street

Austin, TX 78701

(512) 322-5131

Eva Hernandez, Lone Star Chapter office
eva.hernandez@sierraclub.org,

(512) 476-2052
http://www.texas.sierraclub.org/ (Texas)

Kay Plavidal, Chair, Austin Regional Group
kplavidal@austin.rr.com

(830) 992-3250
hitp://texas.sietraclub.org/austin/aboutus.html (Austin)

The Lone Star Chapter of the Sierra Club is an outdoor recreation and
conservation organization representing approximately 24,000 Texans and
10 regional groups. The State Conservation Office, located near the State
Capitol in Austin, serves as a lobbying office and grassroots
communications center supporting advocacy and education about their
environmental priorities: Beyond Coal to Clean Energy, Clean Energy
Solutions, Green Transportation, Safeguarding Communities: Clean Air &
Water; A Texas Land & Wildlife Legacy; Water for People & the
Environment.
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The Austin Regional Group of the Sierra Club is a grass-roots volunteer
organization comprised of individuals from Austin and the surrounding
region who care about the environment. At the Regional Group level, it is
an all-volunteer operation. There are several Texas regional groups, all of
which (except El Paso) belong to the Lone Star Chapter of the Sierra Club.

Delegates heard from both chapters about Sierra club’s outstanding history
of grassroots organizing and training, including their work with
volunteers, fundraising, using media and lobbying the state and local
government for environmental causes. All local members and staff of
Sierra Club were invited to this meeting, and several attended to share
their experiences with the group, as well as hear about the delegates’

work.

In addition to sessions:

5:30 - 7:00 p.m.

7:30-8:30 p.m.

TUESDAY, March 6

Sessions:
8:30 am.

8:45-9:45 a.m.

10:15-12:30 p.m.

Bat Cruise
http://www.capitalcruises.com/bat-watching/

The Congress Avenue bridge in downtown Austin is the spring and
summer home to some 750,000 bats with up to 1.5 million bats at the peak
of the bat-watching season. It's the largest urban bat colony in North
America. March heralds the return of the Congress Avenue bats in Austin.
From March through April thousands of mostly female, pregnant Mexican
free-tailed bats migrate North from Mexico to give birth.

Each evening around sunset the Congress Avenue bats emerge like a black
cloud from the crevices of the bridge. Covering the countryside in search
of food, it is estimated that the bats consume from 10,000 to 30,000
pounds of insects.

The bat cruise provides the best possible viewing for one of the most
incredible wildlife spectacles in the world.

Dinner at Threadgills South
301 West Riverside Drive

Austin, Texas 78704
(512) 472-9304

Delegates meet at designated host family home for daily briefing
CSE Daily Briefing

American YouthWorks



12:45-1:30 p.m.

1:30-3:00 p.m.
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1901 E. Ben White Blvd.

Austin, TX 78741

(512) 970-7684
http://www.americanyouthworks.org/

Parc Smith, CEO
(512) 423-2887
psmith@americanyouthworks.org

Chris Sheffield, Program Director,
Environmental Corps at American YouthWorks
(512) 744-1900
csheffield@americanyouthworks.org

American YouthWorks is an NGO that is dedicated to transforming the
lives of at-risk youth through education, service and green jobs training.
They operate a public charter high school, a GED program, and green jobs
training and service programs: Casa Verde Builders, Environmental
Corps, Computer Corps, and Green Energy Corps. For more than thirty
years, American YouthWorks has assisted thousands of local youth in
transforming their lives through community service, education, and a
commitment to preserving the natural environment.

Environmental Corps (E-Corps) is a green jobs training and service
program that allows youth and young adults to build and restore the
natural environment through parks and trails projects, forestry, and habitat
restoration throughout the state of Texas and beyond.

We will visit the high school to meet with CEO Park Smith and learn
about their programs and tour the school. Afterwards, Christ Sheffield will
lead us to a site in Zilker Park where Environmental Corps teams are
restoring trails and removing invasive plant species. Delegates will meet
with the youth working there and learn about what their projects. The
youth on that site have already been informed of the delegates’ visit and
are very excited to meet them!

Lunch - Freebirds World Burrito with TCE executive director
515 S Congress Ave

Austin, TX 78704

512.462.3512

http://freebirds.com/

Texas Campaign for the Environment (TCE)
Robin Schneider, Executive Director

611 South Congress Avenue #200, Austin, TX 78704
(512) 326-5655

http://www.texasenvironment.org/



3:30-4:30 p.m.
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TCE is a non-profit citizens' organization that focuses on local and state
issues. TCE has organized award-winning campaigns to protect our public
health in Texas. TCE works to hold government and businesses
accountable to public concern on Texas health, environmental, and
economic issues. TCE promotes policies that ensure clean air and clean
water, while encouraging recycling and the reduction of waste. TCE
empowers people to make democracy work and protects citizens' rights to
know about pollution in their communities.

We will meet with door-to-door volunteer canvassers to hear about how
they reach out to the public for campaigns, members and fundraising.
Robin Schneider will tell the delegates about the many impressive projects
TCE and she herself are involved in, including successfully promoting a
state law to force computer and TV manufacturers to take back their
products at the end of their lives and recycle them.

Ecology Action

Scott Crow, Co-Director

707 E 9th St

Austin, TX 78701
http://www.ecology-action.org/

Ecology Action is one of the oldest environmental organizations in Centra
Texas, having established Austin's first recycling center in 1970. Itis a
nonpolitical, nonprofit educational and environmental organization
governed by its members. Ecology Action developed a curbside recycling
program in conjunction with the City of Austin in 1982 and began Texas'
first major Landfill Diversion Center program in 1986. They also
developed and implemented Texas's first coordinated rural recycling
network in 1993 and established numerous rural recycling centers
throughout Central Texas. They established themselves as a worker-run
cooperative in 2000,

Ecology Action has hosted the annual Austin Earth Day Festival since
1993. They are also active in city government, co-authoring the City's
Zero Waste Initiative and goals in 2009 and the City's Events recycling
resolution in 2009, as well as having a staff member appointed to the City
Solid Waste Advisory Committee 2009.

Delegates toured of the recycling facilities and learned from Mr. Crow
about the organization’s work and history of working with city
government and volunteers.

In addition to sessions:

5:00-5:45

Music in the Parks, City of Austin / Free time



6:00-7:00

7:00-9:00 p.m.
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Republic Square Park
422 Guadalupe, Austin, TX

http://austintexas.gov/department/music-parks

Dickie Lee Erwin with Mandy Mercier. Dickie Lee Erwin has performed
bluegrass/folk music in his award-winning band, Erwin Prather. Joining
him on stage will be Mandy Mercier, a Rock-blues singer-songwriter
skilled in violin/fiddle who has performed in Austin since the late 1970s.

Coordinated by the City's Music Division and Parks Department, the
Music in the Parks series is a year-long concert series that provides free,
live and diverse concerts to Austin’s music-loving community in parks

citywide.

Free time to walk around university area near restaurant for dinner

BBQ Dinner with Returned Peace Corps Volunteers group
Ruby’s BBQ

512 West 29th Street

Austin, TX 78705-3714

(512) 477-1651

http://rubysbbg.com/

We were invited to join the RPCVs for their monthly dinner gathering. We
were in a separate area of the restaurant with time for delegate & RPCV
introductions and a presentation to the group.

WEDNESDAY, March 7

Sessions:
8:45 am.
9:00-10:00 a.m.

10:15-12:00 pm

Delegates meet at designated host family home for daily briefing
CSE Daily Briefing

Mueller Development and tour
Jessica Reynolds, Marketing Manager
Catellus

4550 Mueller Blvd.

Austin, Texas 78723

(512) 703-9202

http://www.muelleraustin.com/thinking-green/sustainability

‘When Austin's Robert Mueller Municipal Airport vacated this 700-acre
site in 1999, community leaders committed to redeveloping the site into a
ground-breaking mix-used, sustainable urban neighborhood. A decade



12:15-1:15

1:45-3:30 p.m.
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later, the Mueller community is a bustling mini-city — home to the world’s
first LEED-platinum hospital, it is also the world’s largest LEED-ND
certified community (2009), with dozens of green-built office buildings,
stores and homes, a reclaimed water system, carbon-sequestering
landscaping and 25% affordable housing.

Delegates learned about measures taken by the developer, working with
the City of Austin, to create the sustainable community. Three delegates
are staying with home hosts in this sustainable community, one of which
is active with Pecan Street Inc. Ms. Reynolds gave the delegates a tour of
the grounds after Mr. Weisberg from Pecan Street Project spoke.

Pecan Street Project Inc.

Dan Weisberg, Postgraduate Research Fellow
(512) 782-9213

http.//www.pecanstreet.org/

Pecan Street Project Inc. is a non-profit research and development
organization whose flagship effort is the Pecan Street Demonstration, a
smart grid research project in Austin’s Mueller community.

The founding members — the City of Austin, Austin Energy, The
University of Texas, the Austin Technology Incubator, the Greater Austin
Chamber of Commerce and Environmental Defense Fund — enlisted the
participation of nearly a dozen private companies to explore the technical,
economic and policy implications of an energy system that relies on better
energy efficiency, locally generated renewable energy and a new
economic model for electricity utilities. The project received a U.S.
Department of Energy stimulus grant for a smart grid demonstration at
Austin’s Mueller community.

Mr. Weisberg spoke to the group about Pecan Street’s work and how they
work with the Mueller development.

Lunch at Vert’s Kebap
At Mueller development
http://vertskebap.com/

Keep Austin Beautiful (KAB)
55 North [H 35, Suite 215
Austin, TX 78702

(512) 391-0617
www.keepaustinbeautiful.org

Zavala Elementary School
310 Robert Martinez, Jr.
Austin, TX 78702



4:00-5:30 p.m.
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(512) 414-2318

Monica Lopez Magee, Education Programs Manager
512-391-0619
monica@keepaustinbeautiful.org

Cora Lennert, Event and Outreach Coordinator
512-391-0622
cora@keepaustinbeautiful.org

KAB’s is a non-profit organization with a mission to “Clean, Beautify and
Protect the Austin environment through physical improvements and
hands-on education.” Their focus is on litter prevention, beautification and
community improvement and waste reduction and resource conservation.

More than 20,000 people volunteer their time each year, committing
60,000 hours to cleaning and beautifying Austin through KAB programs
and events.

Delegates met KAB staff at Zavala Elementary School, where KAB is
leading a garden planting day with students. Delegates heard about the
program and how KAB works with schools, as well as participated in
some planting with the children. They then moved to KAB’s nearby
offices to meet with staff who explained how KAB works with the Texas
Department of Transportation, schools, businesses and neighborhood
groups on litter prevention and removal, as well as learned more about
their youth projects, such as with river monitoring.

Hornsby Bend Biosolids / Center for Environmental Research
David Greene, Austin Water

2210 FM 973, Austin, TX 78725

512-972-1960
http://www.austintexas.gov/department/center-environmental-research-

programs-and-partnerships

Hornsby Bend Biosolids Management Plant (BMP) is an award-winning,
nationally recognized environmental management and research facility &
national model for innovative approaches to improve the environment,
such as reducing waste, producing compost, and protecting ecosystems. It
doubles as a bird observatory.

Each year, thousands of tons of biosolids, the nutrient-rich organic
materials resulting from the treatment of sewage sludge, are anaerobically
digested and composted with Austin's yard trimmings into an EPA-
certified soil conditioner called "Dillo Dirt" (as in armadillo). This popular
product is sold to commercial vendors for sale and use in public



5:30-6:30 p.m.
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landscaping projects across the city. Demand for "Dillo Dirt" often
exceeds available supply.

Numerous Texas universities along with federal and state agencies work
through the CER to utilize the Hornsby Bend site for research on
wastewater treatment/recycling, soil ecology, environmental trace
contaminants, avian ecology, river hydrology, alluvial aquifers, and
riparian ecology.

Host family member and Austin Water employee who works with
Hornsby Bend, David Greene, toured the group through the facility, its
wildlife and the acreage around the plant, giving them free time to explore
and enjoy the beauty of the land. He told the group about the recycling and
composting projects based there for the City of Austin.

Austin Youth River Watch

Adam Co