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NOMINATION HEARING OF HON. MARK W.
EVERSON TO BE DEPUTY DIRECTOR FOR
MANAGEMENT, OFFICE OF MANAGEMENT
AND BUDGET

WEDNESDAY, JULY 17, 2002

U.S. SENATE,
COMMITTEE ON GOVERNMENTAL AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 2:01 p.m., in room
SD-342, Dirksen Senate Office Building, Hon. Joseph I. Lieber-
man, Chairman of the Committee, presiding.

Present: Senators Lieberman, Akaka, Thompson, Voinovich, Ben-
nett, and Fitzgerald.

OPENING STATEMENT OF CHAIRMAN LIEBERMAN

Chairman LIEBERMAN. The hearing will come to order. Good
afternoon, Mr. Everson. Welcome everyone to the hearing today.

We are considering your nomination to be Deputy Director of
Management for the Office of Management and Budget, which is
the third highest ranking position at that Department and one that
gives you responsibility for establishing management policies for all
executive agencies in the areas of finance, human capital, procure-
ment, and information technology. These duties will, as you well
know, take on added significance in the coming months as a result
of the intention that the President and members of both parties in
Congress have of establishing a new Department of Homeland Se-
curity, consolidating a number of existing agencies, and creating
some new programs to respond to the threat of terrorist attacks.
That means that the careful management of these agencies and
programs will be needed more than ever if we are to minimize
overlap and maximize efficiency. So in your new position, you will
have a genuine opportunity to help in doing just that.

I also wanted to mention that as Chair of the President’s Council
on Integrity and Efficiency, you play an important role in inter-
acting with IGs on behalf of the administration. This Committee
has a longstanding role in ensuring that Inspectors General are
able to do their jobs independently and with adequate funding be-
cause they are so central to the principles of good, efficient, con-
sumer-oriented government.

I think your current portfolio as Controller at OMB has probably
acquainted you with the inadequate financial systems and controls
now in place at too many Federal agencies. As you know, the Gen-
eral Accounting Office has identified financial management at the
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Department of Defense, the Forest Service, the Federal Aviation
Administration, and the IRS as high risk because of systemic prob-
lems there.

One of the most significant problems is the outdated financial
systems that many agencies have, which do not meet the most
basic accounting requirements and deprive Federal managers of
timely and accurate information that they need for daily decision
making. This Committee has been particularly concerned about im-
proper payments that agencies make that have come in at extraor-
dinarily high estimates in recent years and we count on you, and
I know you share our concern to do your best to eliminate this type
of waste, which really is unacceptable.

Finally, I want to commend the administration and thank the
administration for recognizing the importance of including the gov-
ernment’s ability to communicate electronically with the public and
to communicate within itself among agencies and for working with
this Committee to recently pass an electronic government bill out
of the Senate. Our work, of course, is far from complete and I hope
that the administration’s cooperation with our Committee is ex-
tended to the House, where consensus on a bill has not yet been
achieved, but I would guess we can play a role in bringing that
about.

Mr. Everson, I have seen your responses to the Committee’s pre-
hearing questions and I appreciate the care with which you have
answered our questions. Again, I welcome you to this Committee
today. You have achieved a promotion more rapidly than I think
anyone else in the administration. I believe you are the first to
come back twice for a hearing here, so we welcome you and look
forward to working with you in the coming years.

Senator Thompson.

OPENING STATEMENT OF SENATOR THOMPSON

Senator THOMPSON. Thank you, Mr. Chairman, and thank you
for scheduling this hearing. I want to add my welcome to Mr.
Everson also.

We know that this is one of the most important jobs in govern-
ment. We know that, over the years, the management function of
OMB has slipped and has not been given the priority that it ought
to have and that it deserves, and we have seen the results of that.
We have seen that in the important areas of information tech-
nology development, financial management, human capital, overlap
and duplication, that our Federal Government has performed very
poorly. Many of these functions are on the GAO high risk list, as
you pointed out. And even more troubling, so many of these areas
in which we are having such problems government-wide are areas
that are extremely crucial as far as homeland security is concerned.

The management problems of the Federal Government are long-
standing and daunting. They are extremely important, and I am
glad that we have Mr. Everson to take over those responsibilities.
Having been there now for a while, you understand them even bet-
ter than you did before.

The administration has put an unprecedented emphasis on im-
proving both the efficiency and the effectiveness of the Federal
Government and the President’s management agenda has laid out
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an array of things that need to be done and possible solutions. The
OMB has tasked agencies with accelerating their financial report-
ing, requiring them to move up the release of their financial state-
ments from 6 months to 2 weeks after the end of the fiscal year.
In addition, the administration has set an ambitious agenda for in-
tegrating performance into the budget and for conducting public-
private competitions to ensure that taxpayers are receiving the best
value for their dollar.

All these are good goals, things that need to be done, and I think
the administration has made a wise choice in selecting Mr.
Everson. It has been clear from the meetings that I have had with
Mr. Everson that he has extensive experience in management, not
just in financial management. He has a master’s degree in account-
ing from New York University Business School and a bachelor’s de-
gree from Yale. He has 26 years of experience in both business and
government, holding positions of leadership in the Department of
Justice, U.S. Information Agency, the American National Can Com-
pany, Sky Chefs International, and now OMB.

So it is clear that he has management experience both inside and
outside of government and detailed knowledge of how the OMB op-
erates. I look forward to supporting his nomination and to working
with him on addressing some of these problems that we are all too
aware of.

Thank you, Mr. Chairman.

Chairman LIEBERMAN. Thanks, Senator Thompson.

Senator Voinovich, do you have an opening statement.

OPENING STATEMENT OF SENATOR VOINOVICH

Senator VOINOVICH. Yes, I do. Thank you, Mr. Chairman. It is
a pleasure to be here today for the confirmation hearing of Hon.
Mark Everson, the President’s nominee for Deputy Director for
Management at the Office of Management and Budget. I congratu-
late Mr. Everson on his nomination to what I believe is one of the
most important posts in the Executive Branch of government. Wel-
come back to our Committee.

As the Chairman has said, you are no stranger to this process.
It was 9 months ago that you were here for the Controller’s posi-
tion at the Office of Management and Budget.

Your willingness to endure the process twice in less than 1 year
demonstrates that you are truly a committed public servant——
[Laughter.]

And I thank you for your dedication to your country.

I assume this is your family?

Mr. EVERSON. Yes, it is, sir.

Senator VOINOVICH. I would like to welcome them and I would
like to thank your wife and your children for the sacrifice that they
have already made so that your dad and husband can serve his
country, and thank you for the continued sacrifice that you are
going to make so that he can continue to make a difference for the
American people and help our President do the job that we want
him to do.

It will come as no surprise to you that I believe human capital
management to be one of our government’s biggest challenges. Mr.
Everson, you and I have discussed that at length and I think you
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understand that these challenges are enormous. Furthermore, if
they are not tackled immediately they will continue to be the sub-
ject matter of future hearings of this Committee. After you are con-
firmed, human capital will be on your watch.

Mr. EVERSON. Yes.

Senator VOINOVICH. So the things that are going to happen are
going to be attributed to you, and you know you have a very severe
human capital crisis in the Federal Government.

I think it is evident from your rise from Controller to the Deputy
Director for Management, that you have the confidence of the
President and his team, which is also very important for your suc-
cess.

Mr. Chairman, I know that Mr. Everson is working with OPM
Director Kay James. It is vital that the teams at OMB and OPM
work together to get the job done. It appears the chemistry be-
tween the agencies is pretty good, so I am optimistic that we will
be moving forward with some real progress in the human capital
area.

I just want to thank you for being here today and I hope, Mr.
Chairman, we can move the nomination forward as quickly as pos-
sible.

[The prepared statement of Senator Voinovich follows:]

PREPARED STATEMENT OF SENATOR VOINOVICH

Good morning and thank you Mr. Chairman. It is a pleasure to be here today for
the confirmation hearing of Mark Everson, the President’s nominee for Deputy Di-
rector for Management at the Office of Management and Budget. I congratulate Mr.
Everson on his nomination to what believe is one of the most important posts in
the Executive Branch. Welcome back to our Committee.

As you know, Mr. Everson is no stranger to the confirmation process. In fact, just
over nine months ago, our Committee held his nomination hearing for the Control-
ler’s position at the Office of Management and Budget.

Mr. Everson, your willingness to endure this process twice in less than one year
demonstrates that you are truly a committed public servant and I commend you for
your dedication to our country.

It will come as no surprise to you that I believe human capital management must
be a top priority for OMB. For too long, our federal government has neglected its
employees. Mr. Everson, I encourage you to spend as much time as is necessary to
get a handle on the human capital management challenges before you. These prob-
lems, which will only worsen in the coming years, will require your serious and sus-
tained attention if they are to be successfully addressed.

Given Mr. Everson’s swift rise from Controller to Deputy Director for Manage-
ment, it is clear that he has the trust and confidence of the President to perform
his new role. I am certain he will be able to work well with OMB Director Daniels,
OPM Director James, and the President’s entire Management Council to accomplish
the goals set forth in President Bush’s Management agenda.

Mr. Chairman, I support Mr. Everson’s nomination and hope we can move it expe-
ditiously through the Committee and to the floor for final passage before the August
recess. Thank you, Mr. Chairman.

Chairman LIEBERMAN. Thanks, Senator Voinovich.

Mr. Everson, would you like to introduce your family now?

Mr. EVERSON. Certainly, sir. I am very pleased we have here
today my really—it is a larger group than in October, but——

Chairman LIEBERMAN. We noticed.

Mr. EVERSON. You remember Nanette, my wife, and she has ac-
tually joined the administration. She has taken the afternoon off to
be here. She has become Associate Counsel to the President. She
is doing the ethics work. So between the two of us, I give the red
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marks and she gives the ethics guidance within the White House,
so we are not all that popular sometimes.

Our son, Leonard, was not here last time. He was overseas in
Scotland. He has returned and we are very proud of him and
pleased he is here.

You might remember Emma, who was here.

Chairman LIEBERMAN. I do.

Mr. EVERSON. She got a new dress, but she is here.

And then we are especially thrilled that Marcella, who is our sis-
ter-in-law, is here with my two nieces, Elia and Bella, and then,
most importantly, Max Michael, who is the newest addition. They
are in from Germany, so they went through our new rigorous
screening processes and border control a few weeks ago.

Chairman LIEBERMAN. Welcome and wilkommen. It is nice to
have you all here. It is a beautiful family.

Mr. EVERSON. Thank you. Thank you for that opportunity.

Chairman LIEBERMAN. Senator Akaka.

OPENING STATEMENT OF SENATOR AKAKA

Senator AKAKA. Thank you very much, Mr. Chairman.

I would also like to add my welcome to you, Mr. Everson, and
your lovely family, to this Committee.

Mr. Everson, as OMB Controller, you know that sound judgment
is vital to the government functions that we rely on every day here
in Congress. As we consider the creation of a Department of Home-
land Security, agencies need appropriate management guidance.
For this reason, I offered an amendment to S. 2452, the National
Homeland Security and Combatting Terrorism Act. This amend-
ment, which was adopted, requires OMB to provide specific guid-
ance on actions agencies need to take to implement the National
Homeland Security Strategy.

Mr. Everson, I look forward to hearing your perspective on how
this would be accomplished. I am also interested in how you believe
agencies should strike the proper balance between new homeland
security responsibilities and their critical existing functions.

I believe you’ll agree with me that sensible management also re-
quires transparency of costs in government and among Federal con-
tractors. Regardless of whether they are Federal employees or con-
tractors, we need to ensure that we collect accurate information
about those who perform the work.

Another issue of great concern to me is OMB Statistical Policy
Directive 15, which governs the racial and ethnic data collection by
Federal agencies. This was revised in 1997. As background, Native
Hawaiians were disaggregated from the Asian Pacific Islander
category and a new category entitled “Native Hawaiians and other
Pacific Islanders” was created. The Directive gives agencies until
January 1, 2003, to make all existing record keeping or reporting
requirements consistent with its standards. Given the upcoming
implementation date, I look forward to working with you to ensure
that all agencies are informed of the new standards and under-
stand its requirements.

Mr. Everson, I am confident that you appreciate the importance
of government management, and I want to wish you well.

Mr. EVERSON. Thank you, sir.
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Senator AKAKA. Thank you very much.

Chairman LIEBERMAN. Thanks, Senator Akaka.

Senator Bennett, do you have an opening statement?

Senator BENNETT. No, thank you, Mr. Chairman. I just welcome
Mr. Everson here and look forward to an opportunity to chat with
him about the management side of Management and Budget.

Chairman LIEBERMAN. Thanks, Senator Bennett.

Let us proceed. For the record, Mr. Everson has submitted re-
sponses to a biographical and financial questionnaire. He has an-
swered pre-hearing questions submitted by the Committee and ad-
ditional questions from individual Senators and has had his finan-
cial statement reviewed by the Office of Government Ethics, in
which his wife, to the best of my knowledge, was not involved.

Without objection, this information will be made part of the hear-
ing record, with the exception of the financial data, which is on file
and available for inspection in the Committee’s offices.?

In addition, the FBI file has been reviewed by Senator Thompson
and me pursuant to Committee rules.

Mr. Everson, as you remember from your last visit here, our
Committee rules require that all witnesses at nomination hearings
give their testimony under oath, so would you please stand and
raise your right hand.

Do you solemnly swear to tell the truth, the whole truth, and
nothing but the truth, so help you, God?

Mr. EVERSON. I do.

Chairman LIEBERMAN. Thank you. Please be seated.

Mr. Everson, do you have a statement that you would like to
make at this time?

TESTIMONY OF HON. MARK W. EVERSON TO BE DEPUTY DI-
RECTOR FOR MANAGEMENT, OFFICE OF MANAGEMENT AND
BUDGET

Mr. EVERSON. Yes, Senator, I do. Good afternoon, Mr. Chairman,
Senator Thompson, and Members of the Committee. As you know,
I am Mark Everson. I am already the Controller and I am very
pleased to be here today as you consider my nomination to be the
Deputy Director for Management.

In your pre-hearing questionnaire, you asked what would be my
priorities as the Deputy Director for Management. I will just touch
briefly on each of those four priorities. One of them is implementa-
tion of the President’s Management Agenda. The second is the es-
tablishment of the Department of Homeland Security, making sure
that it functions correctly. Third, strengthening the role of manage-
ment within OMB, and also, finally, strengthening the President’s
Management Council.

In terms of the management agenda, just to give you a brief up-
date, as part of the mid-session review that we released earlier this
week, we did for the first time present a progress report on how
the departments and agencies are doing in terms of implementing
both the five government-wide initiatives and also the nine agency-

1Biographical and financial information appear in the Appendix on page 23.
Pre-hearing questions for the record and responses with attachments appear in the Appendix
on page 31.
Questions for the record and responses appear in the Appendix on page 77.
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specific initiatives. You will see from our evaluations that we feel
that there is a great deal of progress being made in some instances.

You might recall, we have this red-yellow-green grading system.
We apply it both as to the status against standards for success,
that is, against the long-term goals, but also on a progress side to
say, are you actually moving, because it recognizes, just as was in-
dicated, in the case of, say, DOD, it is going to take a long time
to make movement here. What we have done is we have graded out
on the progress side.

NASA has got five greens. That is the top. A number of the de-
partments, Commerce, Energy, Education, Labor, and Treasury,
ended up with four. There are some disappointments, though. The
Agriculture Department ended up with three reds. That means
that in our view, there has not been any significant progress on
three of the five initiatives.

Overall, though, it came out where one might expect. About half
the scores were green. That means they are moving forward in a
way that we think will get them where they need to go. I look for-
ward to working with the Committee as you provide the oversight
on how we are doing here and I am sure we will be in very close
touch on that.

The Department of Homeland Security—I know I am in a weak
position here today to ask favors from the Committee, but I would,
if possible, like to respectfully nudge you towards providing a little
more latitude in the areas of management flexibility in terms of es-
tablishing the new Department. I would like to state, as the Presi-
dent stated yesterday in the leadership meeting, that in no way,
shape, or form do we have any intention of gutting civil service pro-
tections, whistleblower protections, any of the things that employ-
ees currently enjoy.

We do believe, however, that because of the magnitude of the
task, bringing together organizations that include 18 different
unions, they have all kinds of different management systems, fi-
nancial systems, IT systems, we need to have some latitude here
both in the personnel area to make the Department more effective
and also in the areas of reorganization, transfer authority, procure-
ment, as well as property. So to us, that is important to make the
Department as effective as possible.

In terms of the President’s Management Council, I took that over
on an acting basis in January after Sean O’Keefe went to become
Administrator at NASA. I think we are being successful in trying
to make that Department, or that organization a little more oper-
ational. We have restructured it a bit. We have got an Executive
Committee that consists of the deputy secretaries of several of the
Departments and also Kay James, Clay Johnson, and Albert Haw-
kins from the White House.

In addition, we have three working Subcommittees that are with-
in the structure, one for human capital—Kay chairs that; another
for e-Government, which Cam Finley, Deputy Secretary of Labor,
chairs; and a third for budget and performance integration that is
chaired by Bill Hansen. This is providing, I think, more of an inter-
action between us at OMB or OPM as central policy makers and
the departments who are accountable for getting things done, so I
think that is a good step.
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The last priority, strengthening management within OMB, I can
only report to you that in my 11 months within the structure, I
have seen a steady increase in the attention to management within
the operation. I know that Mitch Daniels feels that way, Nancy
Dorn, and the other senior people. It is getting its fair slice as we
fvork on this whole series of issues, budget, management, and regu-
atory.

Before I close, I just want to take a moment to thank you, Mr.
Chairman, for your leadership on this homeland area. I think your
role as a principal architect of all this is a singular contribution to
the Nation. A legacy will be left, as the President indicated yester-
day, and you have been a very real part of it, along with your col-
leagues here on this Committee.

I would also like to thank Senator Thompson for your, sir, dog-
ged role on management issues in general. It has been a real
breath of fresh air, I think, within the government, the work you
have done, the championing you have done in these last years, and
if you will pardon my expression, you will be a tough act to follow.

When I testified before you last time, I mentioned my family. As
you have all indicated, they have been a great source of support.
They occasionally grow frustrated with the hours, but as a rule, I
could not do it without them and I know that is the case going for-
ward. I just want to give you my personal commitment that if you
do confirm me for this new position, I will give you my level best
and we will just see how that goes.

Chairman LIEBERMAN. Thanks, Mr. Everson. Thanks for a good
opening statement, for your kind words, and for your quite appro-
priate tribute to your family.

I am going to start by asking you certain questions that we ask
of all nominees. First, is there anything you are aware of in your
background which might present a conflict of interest with the du-
ties of the office to which you have been nominated?

Mr. EVERSON. No, sir.

Chairman LIEBERMAN. Do you know of anything, personal or oth-
erwise, that would in any way prevent you from fully and honor-
ably discharging your responsibilities as Deputy Director for Man-
agement of OMB?

Mr. EVERSON. No, sir.

Chairman LIEBERMAN. Do you agree without reservation to re-
spond to any reasonable summons to appear and testify before any
duly constituted Committee of Congress if you are confirmed?

Mr. EVERSON. I do.

Chairman LIEBERMAN. Thank you. Let me proceed with ques-
tions. We have a vote that is supposed to go off around 2:30, so I
am going to be selective in my questions. I know you have been
grilled abusively by our staff, and I have received the results of
that questioning.

I want to ask you if you would describe the role you would like
to take in information management and e-Government issues.

Mr. EVERSON. We feel this is a very important area. It was indi-
cated in several of the opening remarks, the systems area. Our sys-
tems are woefully deficient in the government. The President’s
agenda item for this, where we are trying to work across agencies
and break down the traditional organizational structures where
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processes and systems are put in that only pertain to Defense or
Commerce or whatever agency it is and do not get any of the lever-
age that you need for businesses that are standard or processes
that are standard, such as payroll processing, we think a lot needs
to be done in that area.

I think you know that my boss, Mitch Daniels, established a sep-
arate office within OMB to spearhead that. That is led by Mark
Forman, and I do think we are making a great deal of progress in
this area.

If confirmed, I will supervise that office, and if that office is
transformed, as under your legislation, becomes really the co-equal
to the financial and the procurement offices, I would continue to do
so.

We think it is critical and it will get a great deal of my attention.
My clear intention was, in changing the PMC, that we showcase
this one and we get the right cooperation amongst the depart-
ments. Central to this and eliminating redundancies and reducing
investment needs is to get the departments to sign in here. I think
with the able leadership of Cam Finley and the participation we
are getting in some of the departments, we have got some opportu-
nities here.

Chairman LIEBERMAN. I appreciate that answer. As I think you
know, early on, I advocated the creation of a Federal Chief Infor-
mation Officer, who would be responsible for ensuring better IT
management and promoting e-Government initiatives, and a lot of
that was based on counsel that we received from the private sector
about how the IT systems that are working best are where there
is a separate Chief Information Officer, within the company.

There was some disagreement with that approach from within
the administration. We worked out the compromise that we did,
and I wanted to ask you whether you would, as you go forward
overseeing this, keep your own mind open to whether we might not
be better served with a separate CIO?

Mr. EVERSON. I am pleased to do that. If I could respond through
reference to what we have proposed for the Department of Home-
land Security, the CFO Act of 1990 did a very good job of estab-
lishing deliverables and expectations as to what financial manage-
ment had to do for the government. I do think, however, there has
been a certain fracturing of management since that time. We have
CFOs in one part of the department, CIOs, procurement officers,
and Chief Human Resource Offices in some cases.

What we tried to do with the new proposal is to put it all to-
gether under one Under Secretary for Management because we
think you need to have an integration of the management issues.

You are entirely correct. In the private sector, frequently, there
are CIOs who are directly under the Chief Executive Officer.
Frankly, I do not see that as a workable model in most of these
departments and agencies, given the way—given the responsibil-
ities the secretaries and the deputies have. I think we are better
off having a very strong management voice that is making sure
that you have an integration of all those functions.

I am shocked, coming back into government from industry. In in-
dustry, usually, the staff guys get together and have arguments
with the operating people. Here, the staff people do not even get
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together. They are all islands of expertise and they are not actively
coordinating. That is the dilemma you have on this very issue, sir.

Chairman LIEBERMAN. OK, and we will keep talking. Thank you.
Senator Thompson.

Senator THOMPSON. Thank you very much. Mr. Everson, you
mentioned that homeland security is your second priority listed. It
is on all of our minds right now as we are getting ready to mark
up a bill and so forth.

From your standpoint, from a government management stand-
point, as we proceed to put together a big new department, with
170,000 employees, that brings various agencies together, what do
you see our greatest challenges as a government, as a Congress, as
a Committee will be in dealing with that? What guidance from
your time on the inside could you give us in terms of ranking areas
of importance, things that we particularly ought to pay attention
to, things that you and the OMB ought to pay attention to? This
is going to probably be the most daunting management problem
that we face, at least in terms of importance to the country. Do you
have any ideas that you could share with us?

Mr. EVERSON. Certainly, Senator. We have, I would tell you,
three broad objectives as we approach the creation of this Depart-
ment. The first is actually to, of course, accomplish the creation of
an effective Homeland Security Department.

The second objective is to make sure that as we do that, because
this will take time, we continue in the interim to enhance home-
land security and to not take our eye off the ball on the day-to-day
challenges and issues that are out there.

The third is not to ignore the other, the collateral, the other mis-
sions that are important of these agencies that would come into the
Department. As you know, there are many important and other
vital missions at the Coast Guard or at FEMA that need to be at-
tended to.

So everything we are trying to do is measured against those
three standards. That argues for, in our view, a deliberate transi-
tion process. If you go to the construction of the statute, we create
the Department in our proposal 30 days after enactment, but then
provide a l-year transition period to bring in the different compo-
nents according to a measured schedule of when you would be
ready to do that.

To do it effectively, we feel, again, that you need to have the lati-
tude, the flexibilities, both on a short-term basis to stand up the
Department, but moreover, to make it effective. We cannot take the
attitude that whatever solution is created, that is going to be it. It
has to be changed in response to emerging threats, because those
will clearly require us to adjust, but also because of the experience
that we gain as we go along and see what we have done that needs
to be adjusted.

Senator THOMPSON. As we integrate these new agencies in the
Department, is it important to apply the tools we have been trying
to gear up for some time now, such as the Results Act and other
things that we have been using and integrate them into the new
Department?

Mr. EVERSON. Absolutely. I was at a presentation this morning
where I was asked, would the OMB scorecard be used in the new
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Department? Absolutely. We need to measure program effective-
ness in the new Department just as we would in any existing ele-
ment of the government.

Senator THOMPSON. If not more so.

Mr. EVERSON. That is exactly right. We recognize there are some
underperforming elements that will go into the new Department.
The INS is the one that is most frequently cited.

Senator THOMPSON. Let me ask you this. With regard to some of
these traditional areas of deficiency that I mentioned a few min-
utes ago, information technology, human capital, financial manage-
ment, what do you see as the most difficult problem, the most sys-
tematic problem that we have in our government? And rank it also
in terms of importance to us. Is there any one thing out there
among all those difficulties that you feel that we, as a Congress,
as an administration, really need to get a hold of for the sake of
the good of our country?

Mr. EVERSON. I think Senator Voinovich has put his finger on it
and it is very much in this human capital area. I think that we
have a recognition that e-Government, technology, needs to be har-
nessed. There is a clear consensus on that. But we seem trapped
in a very difficult relationship where we are afraid to change. You
used the word, Senator, “anxiety” yesterday with the President.
Clearly, there is a great deal of anxiety about making change.

So we need to take some of these systems—the GS schedule es-
tablished 50 years ago. Any business that is still working with the
same personnel systems as five decades ago has long since gone out
of business. We need to take fresh approaches in the personnel
area. That would be, first and foremost, what I would say.

Senator THOMPSON. All right, sir. What about, going down my
own favorite list here, things such as improper payments? I think
the GAO has recently determined that we are probably at $20 bil-
lion a year, at least, and maybe much more than that. Are we mak-
ing any progress in that area? I believe the House has just passed
a bill that would require these agencies to set forth and disclose
their improper payments. We have not done that here yet. Does the
administration have a position on that?

Mr. EVERSON. Robert Shea told me that if he came to work for
me, you would never ask another question on improper payments,
but [Laughter.]

Senator THOMPSON. Well, he has not solved the problem yet.

Mr. EVERSON. No, he has not. But in all seriousness, I think that
we are starting to gather some steam on this. Last year, we went
out to the agencies and requested that they develop plans. This is,
in essence, what the House bill that you referred to does. It codifies
what OMB is doing in terms of developing targets.

We are making some progress in some of these areas. The other
thing we are doing is we are increasing the measurement. I would
suggest to you that the studies that GAO has done in the past that
identify about $20 billion in erroneous payments actually, believe
it or not, and this is a shocking sort of thing to say, they do not
capture all the true activity out there because they only measure
some programs.

We are refining those measurements and we are also identifying,
frankly, two things that need to be done, areas where we will work
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with States, such as in the food stamp area, to try and improve
their response, and finally, we are trying to develop certain statu-
tory changes that are necessary for the sharing of information. So
I think we are moving forward.

Senator THOMPSON. Thank you very much, Mr. Chairman.

Chairman LIEBERMAN. Thanks, Senator Thompson. Senator
Voinovich.

Senator VOINOVICH. I am pleased that you understand that if you
do not have the right people, with the right skills that you are not
going to get the job done. I would like you to share with us where
you already think you are in that area.

As you know the Internal Revenue Service was facing severe
management challenges and we gave them additional tools to get
the job done. The FAA was also having problems, so we gave them
separate tools to get the job done. We also gave GAO special au-
thority to move forward. Homeland Security poses its own unique
challenges. We have Defense Secretary Rumsfeld talking about the
human capital crisis that he has in the Defense Department in our
national security.

How do you expect to deal with the human capital problems in
an expeditious manner?

Mr. EVERSON. Obviously, Senator, this is one of the greatest
challenges we have. Our priority at this time, I would suggest, is
to try and develop in the new Homeland Security Department a
model that will at once provide enhanced homeland security
through a better-equipped workforce, and also, we believe, down
the road, be a model for the rest of government.

If T could just sort of digress into Homeland for just a minute or
two, the President made it clear yesterday that we are very anx-
ious to work with the unions to develop a flexible personnel system.
We are doing that now. Kay James and I have a further negoti-
ating session scheduled with the union leadership for Monday.

Furthermore, Governor Ridge will be seeing Mr. Sweeney early
next week. That is an appointment that we have now scheduled for
Tuesday.

Chairman LIEBERMAN. Thank you, Mr. Everson.

Mr. EVERSON. I did not want to make a direct reference to our
conversation, but [Laughter.]

We have got to get both sides to come together on this, clearly,
because going back, and I made reference, Kay James has done a
study. You have seen it, a white paper on the pay systems. That
is only a piece of the problem that confronts us.

The approach we are trying to take here with Homeland is to
say, let us put out something here that clearly protects the rights
of the employees. We feel we reference that in our bill. Apparently,
we did not satisfy or calm all those anxieties. We are more than
willing to explicitly delineate those protections.

But we also feel, at the same time, while we would also recognize
the right to collective bargaining, we need to protect the President’s
existing right to limit that in instances of national security. I am
sure you are aware of the Morella amendment that passed in Gov-
ernment Reform last week. We are strongly opposed to that.

So we can construct something recognizing those two center-
pieces, but still moving forward with the President’s proposal on
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flexibility. We need to take it as a whole. I feel that if we cherry
pick this and do not come up with something that is overall flexi-
ble, it just may not meet the unanticipated needs as we go down
the road.

Senator VOINOVICH. I would just like to make one other com-
ment. As you know, I have worked very hard with the administra-
tion on an overall piece of legislation that will deal with some of
the real problems that you have got across the board. Our Com-
mittee is dealing with the challenges facing our proposed Depart-
ment of Homeland Security.

It would seem to me, Mr. Chairman, that what we ought to be
looking for something that would make these various new flexibili-
ties available to all of the agencies. Then we could single out cer-
tain areas where we know we have a strategic need. Perhaps start-
ing with Homeland Security and the Defense Department. Then we
could sit down with the unions, who are very concerned about this,
as you well know, to see if there are what kind of compromise we
could negotiate so they could go to their membership for their
input, because they have got to have some cover.

I am really concerned that these tools are needed now. If we just
deal with homeland security and don’t give the other agencies the
flexibilities they need, then we are only compounding our problems.
Because all of the needs of our agencies are important. I mean, the
FBI, for example, they have been to see me. If they do not get an-
other compensation system, I do not know how they are going to
be able to get the job done. They need some flexibility.

So it seems to me that as we move down the road, we ought to
be looking at the big picture and trying to figure out something
that gives the unions comfort that they are not giving away the
store, and at the same time, perhaps the administration might
come through with some money and flexibility. The unions are con-
cerned about pay comparability and compression, and health care.
It is going to be very difficult, in my opinion, for us to get the
unions to go along with this without them seeing some money. As
Jerry Maguire said, show me the money.

Chairman LIEBERMAN. Well said.

We have a few minutes left on a vote. If you want to ask some
questions, Senator Fitzgerald, I would be inclined to yield the gavel
to you with the hope that you will not do anything too wild while
you are in charge of the Committee.

Senator FITZGERALD. So that we could go vote and then come
back?

Chairman LIEBERMAN. I was thinking that I would let you close
the hearing, if you want to ask some questions, or if you——

Senator FITZGERALD. Yes. We are so short on time, I think we
are right up against it. Could I come back and take it and

Chairman LIEBERMAN. Yes, definitely. I am happy to recess the
hearing at this point with the understanding that Senator Fitz-
gerald will come back, perhaps himself, and ask some questions,
and then I will close the hearing.

In the meantime, I thank you very much. It is my intention to
try to move your nomination through both the Committee and the
Senate as quickly as possible. I look forward to working with you.

Mr. EVERSON. Thank you, sir.
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Chairman LIEBERMAN. For now, the Committee stands in recess.
[Recess.]

OPENING STATEMENT OF SENATOR FITZGERALD

Senator FITZGERALD [presiding]. We will call this meeting back
to order, and Mr. Everson, thank you very much for your patience.
It is good to see someone who at least for a while lived in Illinois,
and I guess your mother still lives there.

Mr. EVERSON. Still there.

Senator FITZGERALD. I guess I can call you an honorary con-
stituent in that case. You lived there in the late 1980’s, early
1990’s?

Mr. EVERSON. Absolutely. I would be pleased. We moved around
so much that, Illinois, it seemed really like the center of where we
were, and when we went back from France, it was really our pref-
erence, in fact, to go back to the Chicago area for a whole host of
reasons, but it did not happen.

Senator FITZGERALD. Well, welcome to this Committee and con-
gratulations on your appointment. Congratulations to your family.
How many kids do you have? Have you introduced your family to
the Committee?

Mr. EVERSON. I introduced them, yes. We have two children. We
do have a constituent of yours in addition who is not here today.
We actually have a foster daughter who is a Cambodian refugee
who is living in Bolling Brook with her family, her husband and
their two daughters. They are not here, but this is my sister-in-law
and her three children, in addition to Emma and Leonard, who are
our children.

Senator FITZGERALD. Wonderful. Welcome, and congratulations.
Your background and qualifications are superb. Your educational
credentials, also your credentials in the corporate world are great.
It sounds like you will be able to do a very good job at the OMB.

I did want to ask you a few questions, and I appreciate you wait-
ing for us to get through that vote so I could have this opportunity.
There are a couple of issues I want to address. It strikes me as we
have this hearing that we have just spent a week on the Senate
floor, last week, debating rules or regulations and laws that would
govern the accounting industry in America, but we were really only
concerned with corporate America.

I think that sometimes we fail to consider the accounting rules
that we apply in the Federal Government. Actually, I think the
Wall Street Journal had an editorial once that was entitled “The
Federal Enron.” They were referring to the Federal accounting
standards.

Mr. EVERSON. Yes.

Senator FITZGERALD. I have been struck by the fact that the first
2 years I was in office, it was under the prior administration, the
national debt was going up steadily. I think it went up about $200
billion during my first couple of years in office, and yet every year,
the Federal Government was claiming a surplus. I thought it was
oild that the national debt could be going up if we are running sur-
pluses.

After investigating this, I found out that the way the Federal
Government was claiming a surplus was that we have a general
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fund and we would raid 150 or so trust and pension funds, take
all the revenue out of the trust and pension funds, mix it in with
the general fund and say the general fund is running a surplus.
But we were borrowing from the trust and pension funds, putting
notes, promissory notes or government bonds in those funds and
the national debt was going up. If somebody in the private sector
were to reach into their employees’ pension fund and loot it, they
would go to jail, without question. But Washington does it all the
time and they do not really talk about it. They ignore it.

The fact of the matter 1s, we do not use anything close to Gen-
erally Accepted Accounting Procedures, although I am afraid that
in the last couple of years, the Federal Financial Accounting Advi-
sory Board prevailed on the independent group, the AICPA, the
American Institute of CPAs, to call what we do in the Federal Gov-
ernment GAAP accounting, which I thought was somewhat out-
rageous.

In any case, I want to ask you a couple of questions about gov-
ernmental accounting. There is, as I alluded to, a Federal Financial
Accounting Standards Advisory Board.

Mr. EVERSON. Yes, sir.

Senator FITZGERALD. My understanding is that, recently, an
agreement was entered into by the OMB, the Treasury Depart-
ment, and the GAO to restructure that board and I was interested
to see the addition of a majority of non-Federal Government mem-
bers to the Board. I hope that will increase the independence of the
Board. But I have one strong concern, and that is the fact that any
one of the Comptroller General, the Secretary of the Treasury, or
the Director of the OMB may single-handedly object to any stand-
ard proposed by the Board and prevent that standard from being
implemented.

Now, we were talking about the independence of the Financial
Accounting Standards Board that governs the private sector all last
week. We never really discussed the independence of this Financial
Advisory Board, this Financial Accounting Standards Advisory
Board, and I wanted to get your thoughts

Mr. EVERSON. Yes.

Senator FITZGERALD [continuing]. On whether that Board is inde-
pendent, should be independent, what do you think, and what do
you think the OMB and the administration’s position is on the
independence of that Board?

Mr. EVERSON. Thank you. I am glad you raised the general sub-
ject and then the specific matter, the FASAB. On the general sub-
ject, we agree that there is a very significant need to integrate the
budget and the financial information such that the accounting in-
formation is consistent with the budgetary information. If you look
at the 2001 financial statements of the government, which were
issued in March—it is shocking that it takes 6 months to issue
these statements, but——

Senator FITZGERALD. And you do want to move the date up, do
you not, to December 15?

Mr. EVERSON. Absolutely. As was referenced before, we have set
an objective that would move the financial statements for the gov-
ernment that are now prepared 6 months after the close of the fis-
cal year to December 15 in fiscal year 2004. That would require the
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agencies to report 45 days after the end of the fiscal year instead
of 5 months. So that is a tall order, something that was actually
discussed at the PCIE, that is the IG group, yesterday. People are
diligently working on it. I am confident that just by setting this
marker here, we are going to make very significant improvements
in controls in financial statement preparation.

But part of this is to get financial information that is consistent
with budgetary information. If you look right now, we reported a
deficit for our financial statement purposes of $500 billion for the
2?01 reporting year, in contrast to a surplus of over $100 billion
plus.

The difference there was that the accounting standards, the
GAAP standards, which, as you say, are a little bit different from
the private sector standards and need to be improved, they recog-
nize the cost, the effective changes in cost for future benefits,
health and retiree benefits, that were granted to our veterans and
our military employees at the end of 2000. Pardon me, when it was
actually in the fiscal year 2001 reporting. For budget purposes, this
was counted as $10 billion worth of cost. When it comes through
and you do it on an actuarial basis, it came out to almost $300 bil-
lion of cost, and that is a cost that the government is going to have
to swallow in the out years.

That is just one example of where the way we budget and score
things does not—it is not consistent with what good financial
management——

Senator FITZGERALD. We are using cost accounting, are we not,
as opposed to accrual?

Mr. EVERSON. We are using financial—we are recognizing—
there, you are looking at the present value of the obligations you
have already incurred for both your veterans and your current em-
ployees at DOD. That was the big impact there. It was a benefit
that was granted that picked up all of——

Senator FITZGERALD. If we had full accrual accounting, our num-
bers would recognize those costs, correct?

Mr. EVERSON. They do not recognize it on a budgetary basis. The
financial statements do. That is the distinction. And all the debate
that you have up here and that we have is for the budgetary pur-
poses, but it is only showing part of the picture, is what we would
say.

Turning to the FASAB, we recognize there has been a deficiency
in the stature of that organization, if you will, and in the independ-
ence of it. It was running with a five-four government-private sec-
tor relationship, or pardon me, it might have been six-three, in
fact, and we decided to split, to swap that around to make it a six-
three majority of non-governmental, as you say, retaining the same
relationship between Executive and Congressional Branch rep-
resentation.

Whereas before you had four Executive Branch agencies plus
GAO and the Congressional Budget Office, so that there was a two-
to-one representation, we have inverted that so that we will have
six private sector or non-governmental representatives, then two
Executive Branch agencies, one being OMB, one being Treasury.
We set the policies on the accounting and financial standards gen-
erally. Treasury, as you know, implements them as they are our
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bookkeeper, or they prepare the financial statements, and then
GAO, which does the auditing and looks at a lot of the standards,
too. So we retain that same ratio for the government participation.

You are right, there is still a right to veto on the part of any one
of the principals, that is something that I do not think really we
would see exercised because of the avalanche of criticism that we
provided, but it is a complicated legal issue. We are very committed
to the independence, particularly Secretary O’Neill. He really felt
this

Senator FITZGERALD. I would encourage you to think about that
and take my concerns back to Mitch Daniels——

Mr. EVERSON. Yes.

Senator FITZGERALD [continuing]. Because what if Global Cross-
ing or Enron had a veto over the rules set by the Financial Ac-
counting Standards Board? I mean, it is problematic and you really
do want that board to be independent

Mr. EVERSON. Yes.

Senator FITZGERALD [continuing]. And to clamp down on prac-
tices that maybe should not be allowed and to have the ability to
enforce them. So I would encourage you to think about it, although
I do compliment you for increasing the number of outside members.
I think that will be helpful.

Mr. EVERSON. Thank you.

Senator FITZGERALD. Back on the accounting issues, the account-
ing around here is crazy. You alluded to us not taking into account
the increase in unfunded liabilities when we pass a program for
veterans or for some other group, and that you are using internally
some different numbers than we are using up on the Hill.

Mr. EVERSON. Not internally, for the financial—the preparation
of the financial statements. I had meant to but did not bring up
the financial report of the government, which is on a GAAP basis,
but it is a government GAAP which does have—it does not pick up,
for instance, right now, all of the property in the same way, and
I think this is the whole benefit of getting this outside——

Senator FITZGERALD. Well, is it not correct that when we con-
sider whether we have a budget deficit or surplus, we take all the
cash out of 150 or so different government trust funds and pension
funds, such as the Federal Employees Pension Fund, the Military
Retirees Pension Fund, the Social Security Trust Funds, the two of
them——

Mr. EVERSON. Right.

Senator FITZGERALD [continuing]. The Medicare Trust Funds,
even the State Unemployment Insurance Trust Funds, which we do
not own, we just manage for the 50 States. We take all the cash
that

Mr. EVERSON. There is the on-budget surplus and the additional
surplus, exactly right. You get into this argument that was so prev-
alent during the campaign and then more recently of the lockbox
and what is in the—where are you in terms of what are you using
from all those other pieces. That is exactly right.

Senator FITZGERALD. There is no money in any of those trust
funds, is that not correct?
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Mr. EVERSON. I do not know all the answers in terms of which—
the various trust funds. Some have positive balances and some are
borrowed out.

Senator FITZGERALD. When they have balances, the balances are
an asset balance and they have government bonds

Mr. EVERSON. There are I0Us from other—you are exactly right.
This is where you get into the interaction of all the debt and what
is debt held by the public, which is that net position that is on the
financial statement.

Senator FITZGERALD. Does anybody in the administration favor
cleaning up this? I mean, this is really—I think it is an outrage
that we raid all the pension and trust funds that the government
manages, we spend it on other programs and put IOUs in there.

Mr. EVERSON. We are looking. We are strongly in favor of greater
transparency, and I think we do have a—we have a fair amount
of transparency here, because in these financial statements, we do
have a great deal of disclosure. There is discussion about—let us
go back to, say, Social Security. Should you put that future obliga-
tion on the balance sheet? Right now, that is not on the balance
sheet of the government. What should you put on the balance
sheet?

That is the kind of issue that will very much be targeted for dis-
cussion and to be addressed by the newly-reconstituted FASAB.
That starts to get to that linkage of the very question you are get-
ting to. We, for sure, want to get more integration of the budget
and the financial statements to recognize those costs and to clarify
the accounting so that you get past what right now is a discussion
that is based on 10-year projections, many of which are faulty, 5-
year projections——

Senator FITZGERALD. I hope you do all that——

Mr. EVERSON. Yes.

Senator FITZGERALD [continuing]. But I also hope you go one step
further and rethink this whole idea that all these trust funds can
be phony. If they are phony and they are not real trust funds and
they have no money in them, maybe we should not call them trust
funds or pension funds.

Congress has passed laws to make it illegal for private corpora-
tions to raid their pension funds. It would be illegal if somebody
at ABC Corporation went into their employees’ pension fund, took
that money out, spent it on other programs, and then put a cor-
porate bond in there. They would get in trouble for that.

Similarly, we passed laws making it illegal for State and local
governments to raid their pension funds for their retirees.

Mr. EVERSON. Sure.

Senator FITZGERALD. It would be a very serious infraction for a
State to dip into its State Employees Pension Fund, take that
money out, and spend it on something else. Now, often, States do
not put the amount of money into the pension fund that they
should, but I am not aware of any that actually raid it and spend
it on other programs. But we do this all the time

Mr. EVERSON. Yes.

Senator FITZGERALD [continuing]. In the Federal Government, a
whole variety of pension and trust funds——

Mr. EVERSON. Yes.
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Senator FITZGERALD [continuing]. And really, they are nothing
more than an accounting sham and I am very concerned that it is
misleading the American people about the financial condition of the
government. You guys have done such a good job under Mitch Dan-
iels. I think he has great experience and really, from everything I
can see, thinks the right way about it.

Mr. EVERSON. Yes.

Senator FITZGERALD. I wonder if you would not take that concern
back——

Mr. EVERSON. I will carry this back, and I think there is a great
deal of discussion. Dave Walker from GAO, as you know, he raises
these issues of the long-term health of all these funds. It is very
serious.

Senator FITZGERALD. I have talked to people in Mr. Walker’s of-
fice who have defended the whole practice, and it was shortly after
I came into the U.S. Senate, and I just thought they sounded bi-
zarre to me. I think to anybody outside the beltway, our practices
sound bizarre. I think there has been too much incestuousness in
all these government accounting people talking to themselves. We
would not allow this anywhere else in America.

Mr. EVERSON. I am glad you surfaced this sentiment and I will
certainly take it back for discussion within our shop.

Senator FITZGERALD. Thank you. Along the same lines, my un-
derstanding is, right now, since about 1990 when we passed the,
was it the Chief Financial Officer Act, we have required the 24
largest departments and agencies and a few others that are speci-
fied by Congress to have audits. Prior to the early 1990’s, I guess
there were no audits for the Agriculture Department, the De-
fense—just no audits, nothing.

We have begun in the last decade or so to require audits, but we
do not do it for all the departments, just the 24 largest, and I have
actually introduced a bill that would require all executive agencies
with a budget authority in excess of $25 million to prepare audited
financial statements and subject those statements to an inde-
pendent audit. I estimate that, based upon current budgets, 19 ad-
ditional Federal agencies would be covered under the bill, including
the SEC. Is it not ironic, the SEC does not get audited. It may
audit companies in America, but it does not face any audits, the
Federal Trade Commission and the Federal Communications Com-
mission.

I guess that there has been legislation like this introduced by
Congressman Toomey in the House, and that has been fairly well
received. I wonder if you could comment on your opinion about the
CFO Act generally and to what extent that you feel the information
it requires has been helpful to the OMB in its quest to improve
government financial management.

Mr. EVERSON. I mentioned, and I think you had stepped out of
the chamber for just a minute, but that I believe the CFO Act was
a very significant contribution to improving Federal management.
It set up, and the follow-on Act set up a series of deliverables, if
you will, or expectations requirements for agencies to better man-
age their finances and other areas of their operations. So I think
that is positive.
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My reservations about the Act and the whole series of manage-
ment legislation that took place really pertained to two issues, one
being the sort of the fracturing of responsibility for management
within the government. After the CFO Act came along, you had a
focus on CIOs. You have human resource officers in some in-
stances, procurement officers, and some of these are split off such
that you do not see the management people talking to each other.
They are operating in some of these departments as independent
agents.

That, to the degree to which you say we are going to solve prob-
lems by making chief human resource officers or CIOs or chief pro-
curement officers without having it all integrated in the depart-
ment, it does not get to where you need to get, which is to integrate
the management stuff. That is not a problem with the expectations,
though, that you have established in the Congress on what needs
to be done. That is a management structuring question.

On another element that is complicated, we have had a prolifera-
tion of different reporting mechanisms. There is FFMIA, FMFIA,
there are a couple different things that are out there where you
have moved away from the private sector standard of reporting on
material weaknesses, which I think is the right standard, and you
get some things that are not complying with systems requirements
or some things that are general control weaknesses.

It is sometimes hard for an agency head to figure out what thing
to fix next because you have got to report on four or five different
grids of overlapping areas, if you can understand my point. Each
statute provides a different mechanism or a slightly different prism
through which to view these problem areas, and we——

Senator FITZGERALD. Would you have recommendations, how we
might be able to

Mr. EVERSON. We are looking at it, whether there needs to be
some sort of rationalization that would say, look at material weak-
nesses. Material weaknesses, if identified by auditors and known
by management, that will sweep in all the areas of concern. So
there may be a need to do some rationalization.

As to your bill, we have said that we support what has gone on
in the House because we think that subjecting it to the audits is—
and I guess the threshold, at least that I am familiar with, $25 mil-
lion, we are all for that. We are not so sure—I am not sure—par-
don me, I am not familiar with the specificities of the bill that you
have got. We do not want to mandate that a small agency would
have to be FFMIA compliant on systems, because from a govern-
ment-wide point of view, the reason we need compliance is so that
when you pull together those financial statements, they are all on
a consistent basis. But if it is some $40 million agency, if they have
got something that serves their purposes, that ought to be good
enough as long as the numbers are good.

Senator FITZGERALD. But you support the audit requirement?

Mr. EVERSON. Yes, absolutely.

Senator FITZGERALD. That it be audited and——

Mr. EVERSON. Yes, sir, we do.

Senator FITZGERALD. Now, on the audits that we have had, I
guess this year, we have had no change in the number of depart-
ments that were receiving clean audits. I think 18 of 24 CFO Act
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agencies were able to obtain an unqualified audit opinion for their
2001 financial statements. The 18 were different in that FEMA de-
teriorated and so did NASA. NASA got a disclaimer of opinion. But
there was some improvement by the DOJ and the DOT, and I cer-
tainly would compliment them. They got clean opinions.

The Education Department got a qualified opinion. I gather that
the USDA got a disclaimer again, but there may have been some
improvement in their prior practices. We still have the DOD get-
ting a disclaimer. We still have other agencies getting terrible opin-
ions, but we are giving them more money. There is not really any
teeth in the Act. What is the downside if you go on year after year
getting a disclaimer of opinion?

Mr. EVERSON. I think that through our initiative to improve fi-
nancial management, we are bringing greater focus on this and
there will be accountability within the management teams of these
departments to achieve those results. A lot of it has to do with the
elimination of material weaknesses, which in many instances de-
partments have pushed off. The easiest thing to do is to just sort
of extend the due date for getting these things resolved.

I would characterize looking behind the numbers as you just did
in your analysis. I think we would characterize it as modest but
important improvement that was made this year. The slippage in
NASA, for instance, I think it largely related to you had a change
in auditors there, so it was a first time through. NASA did not
meet the documentation standards that the new auditor put for-
ward. I am totally confident that both there and FEMA, with very
aggressive remediation plans they have in place, that they are
going to get back to where they were before.

Senator FITZGERALD. What steps does OMB take to hammer on
these agencies?

Mr. EVERSON. We sit down with the agencies. We have an an-
nual meeting, which is a very broad series of discussions well be-
fore the audit takes place. It involves the department, ourselves,
GAO, Treasury, and the Inspector General of the department. The
Inspector Generals, as you know, they are responsible for over-
seeing that audit in the departments and agencies. In many in-
stances, it is contracted out, but in others, it is not. And then we
follow up as needed, depending on whether it is a problem agency
or not.

I would characterize what has happened so far as real improve-
ment. The Agriculture situation you mentioned, their problems now
principally relate to the Forest Service, but they took two or three
big entities and were able to get opinions on them at this point, at
this time for the first year. You mentioned two big departments,
Justice and Transportation. That is good news. That is progress.

I am rather encouraged in this area. The one that is going to
take the longest is going to be DOD, and that is going to take a
while yet. But our standards for success here, if you go to the
standards for success that we have articulated, and we developed
these with GAO and Treasury as to financial management, they
are broader than just the audits. They run to things like systems
that provides information that supports day-to-day decision mak-
ing. That is a high standard. You do not just get that with the
audit.
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Senator FITZGERALD. Do you feel there should be any budgetary
or appropriation consequence to an agency that really does go on
year after year and you do not see the improvement in their

Mr. EVERSON. I think there should be a management, in terms
of change of management. That should be the first step. We have
looked carefully. We have authorities, as you would be aware,
under Clinger-Cohen to stop or change systems. If people are not
executing their systems correctly, we can step in there and will not
hesitate to do so, as the facts may demand.

But one of the things we are trying to do is get people to move
quicker. I am a little struck, coming back into government, by the
reluctance to get issues resolved. Part of the split we have here is
when a system is starting to be deployed and it is coming out as—
it is not working as well in, say, the first module, people just stop.
They wait

Senator FITZGERALD. Now, you were a CFO, is that right, in——

Mr. EVERSON. I had lead responsibility for all the finances at Sky
Chefs, that is correct, and at Pechiney, I had the internal budg-
eting and reporting for management reporting——

Senator FITZGERALD. Now, in the corporate world, it was no big
deal. They have an unqualified opinion

Mr. EVERSON. That is exactly right. Well, it was a baseline, and
that is what we are trying to get to here. You do not get—we are
saying you need that and you need that, but it is a minimum. It
is a floor, not a ceiling.

Senator FITZGERALD. I know Secretary Evans told me that when
he was visiting with his predecessor at the Department of Com-
merce, they were bragging that they had gotten an unqualified
opinion, and he could not understand why that entitled you to
bragging rights, because in the real world, that would just be what
was ordinarily expected and, in fact, you would be in big trouble
if you could not get an unqualified opinion.

Mr. EVERSON. We could not agree with you more, and frankly,
it is not that hard to get, if all you have to do is get it 5 months
after the end of the fiscal year.

Senator FITZGERALD. Yes.

Mr. EVERSON. You just keep running the numbers until you fi-
nally nail them down.

Senator FITZGERALD. Mr. Everson, thank you so much for being
generous with your time. Congratulations to you and your family.
I look forward to working with you and we hope that—I am sure
you will have a good relationship with this Committee.

Mr. EVERSON. Yes, sir.

Senator FITZGERALD. If we can be helpful in any way, please let
us know.

I am going to say that this completes this hearing. The record
will remain open for the rest of today in case any Committee Mem-
bers want to submit written questions—we hope not too many will
do that to you, as I am sure you have other work to do—and any
written statements that they want to provide. The record will be
open until the close of business today. With that, the Committee
stands in recess. Thank you.

[Whereupon, at 3:30 p.m., the Committee was adjourned.]
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APPENDIX

BIOGRAPHICAL AND FINANCIAL INFORMATION REQUESTED OF NOMINEES

A. BIOGRAPHICAL INFORMATION

Name: (Include any former names used.)

Mark W. Everson

Position te which nominated:

Deputy Director for Management, Office of Management and Budget

Date of nomination:

May 6, 2002

Address: (List current place of residence and office addresses.)
Office of Management and Budget
17" and Pennsylvania Avenue, NW

_— — — Washington, DC 20503
Date and place of birth:

September 10, 1954
New York, New York

Marital status: (Include maiden name of wife or husband’s name.)
Married to Nanette (nee Rutka) Everson

Names and ages of children:

Education: List secondary and higher education institutions, dates attended, degree
received and date degree granted.

Phillips Exeter Academy, 9/68 to 6/71, Diploma, 6/71

Yale University, 9/72 to 5/76, B. A. (History), 5/76
New York University — Business School, 6/76 to 9/77, M.S. (Accounting), 9/77

(23)
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Employment record: List all jobs held since college, including the title or description of
job, name of employer, location of work, and dates of employment. (Please use separate
attachment, if necessary.)

See Attachment I

Government experience: List any advisory, consultative, honorary or other part-time
service or positions with federal, State, or local governments, other than those listed
above.

None

Business relationships: List all positions currently or formerly held as an officer, director,
trustee, partner, proprietor, agent, representative, or consultant of any corporation,
company, firm, partaership, or other business enterprise, educational or other institution.

None other than those positions listed on Attachment I

Memberships: List all memberships and offices currently or formerly held in professional,
business, fraternal, scholarly, civic, public, charitable and other organizations.

In 1993-1995, 1 served on an honorary council of Indiana executives which advised the
President of the Hudson Institute. For a number of years, I have been a member of the
President’s Club of the Heritage Foundation.

Political affiliations and activities:

(a) List all offices with a political party which you have held or any public office for
which you have been a candidate.

Elected in 1989 and served for one year as community representative to an
elementary school local school council in Chicago.

()  List all memberships and offices held in and services rendered to all political parties
or election committees during the last 10 years.

Member of Texas Republican Party, 2000-2001



©
party,

14.

15.

25

Ttemize all political contributions to any individual, campaign organization, political
political action committee, or similar entity of $50 or more for the past 5 years.

2000- $1000 to Bush-Cheney Compliance Committee
$500 to Newton for Congress
$75 to Texas Republican Party
1999- $1000 to Bush for President primary campaign
1998- $500 to Bush for Texas Governor -

Honors and awards: List all scholarships, fellowships, honorary degrees, honorary
society memberships, military medals and any other special recognitions for outstanding
service or achievements.

U.S. Department of Justice, Attorney General’s Award for Distinguished Service, 1987

Published writings: List the titles, publishers, and dates of books, articles, reports, or
other published materials which you have written.

Enclosed

Speeches: Provide the Committee with four copies of any formal speeches you have
delivered during the last 5 years which you have copies of and are on topics relevant to
the position for which you have been nominated.

Enclosed
Selection:
@ Do you know why you were chosen for this nomination by the President?

I believe I was chosen to become Deputy Director for Management based on a
favorable assessment of the work I have been doing helping to implement the
President’s Management Agenda, both as Controller and as Vice Chairman of the
President’s Management Council.

) What do you believe in your background or employment experience affirmatively
qualifies you for this particular appointment?

I have twenty-six years of experience in both business and government. Most of
my assignments have been in finance, but I have held operating positions as
well. I have lived and worked overseas in both developed (France) and
developing (Turkey) countries. I believe I have the broad base of experience
necessary to tackle a position of this scope.
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B. FUTURE EMPLOYMENT RELATIONSHIPS

Will you sever all connections with your present employers, business firms, business
associations or business organizations if you are confirmed by the Senate?

I have no such business connections, as I am a government employee.

Do you have any plans, commitments or agreements to pursue outside employment, with
or without compensation, during your service with the government? If so, explain.

No

Do you have any plans, commitments or agreements after completing government service
to resume employment, affiliation or practice with your previous employer, business firm,
association or organization?

No

Has anybody made a commitment to employ your services in any capacity after you leave
government service?

No

If confirmed, do you expect to serve out your full term or until the next Presidential
election, whichever is applicable?

Yes, at the pleasure of the President.
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C. POTENTIAL CONFLICTS OF INTEREST

Describe any business relationship, dealing or financial transaction which you have had
during the last 10 years, whether for yourself, on behalf of a client, or acting as an agent,
that could in any way constitute or result in a possible conflict of interest in the position to
which you have been nominated.

None

Describe any activity during the past 10 years in which you have engaged for the purpose
of directly or indirectly influencing the passage, defeat or modification of any legislation or
affecting the administration and execution of law or public policy other than while in a
federal government capacity.

None
Do you agree to have written opinions provided to the Committee by the designated
agency ethics officer of the agency to which you are nominated and by the Office of

Government Ethics concerning potential conflicts of interest or any legal impediments to
your serving in this position?

Yes
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D. LEGAL MATTERS

Have you ever been disciplined or cited for a breach of ethics for unprofessional conduct
by, or been the subject of a complaint to any court, administrative agency, professional
association, disciplinary committee, or other professional group? If so, provide details.

No

To your knowledge, have you ever been investigated, arrested, charged or convicted
(including pleas of guilty or nolo contendere) by any federal, State, or other law
enforcement authority for violation of any federal, State, county or municipal law, other
than a minor traffic offense? If so, provide details.

No

Have you or any business of which you are or were an officer, director or owner ever been
involved as a party in interest in any administrative agency proceeding or civil litigation? If
s0, provide details.

I have never been individually named or a party to any administrative proceeding-

or civil litigation. However, during my period of employment with SC International
Services, Inc. and affiliates, the company and its affiliates were party to a number of
administrative agency proceedings and civil litigation matters. The matters in question
were normal for a corporation of its size. No specific matters were disclosed in the
company’s financial statements because they were not material. (It should be noted that
the company’s outside auditors reviewed all legal matters with outside legal counsel
during the annual audit process to determine whether any such matters require disclosure.
None did.)

Please advise the Committee of any additional information, favorable or unfavorable,
which you feel should be considered in connection with your nomination.

None
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E. FINANCIAL DATA

The Answers to the Financial portion of this Questionnaire
are available for inspection in SD-340.

AFFIDAVIT

T AU . EVERSIY being duly sworn, hereby states that he/she has read and
signed the foregoing Statement on Biographical and Financial Information and that the
information provided therein is, to the best of his/her knowledge, current, accurate, and complete.

Pt 1.5
Subscribed and sworn before me this ,Q ;%K\ day oﬂ//ét J(//L 2002
/ e /2 - OM M et

l\yfarv Public (S 2005 o

Mx/(’«%f/l
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Attachment I
Mark W. Everson
Employment Record

November 2001 to Present — United States Government, Washington, D.C.
Controller, Office of Federal Financial Management, Office of Management and
Budget, Executive Office of the President.

August 2001 to November 2001 — United States Government, Washington, D.C.
Consultant to the Director, then Counselor to the Director, Office of Management
and Budget, Executive Office of the President.

October 1998 to Angust 2001 — SC International Services, Inc., Arlington, Texas.
Served as Vice President-Finance and Controller until February 2001; then as
Group Vice President-Finance.

July 1988 to September 1998 — Pechiney Group/American National Can Company.
Served as Plant Manager of Chicago, lllinois can manufacturing factory until
February 1991; then as Managing Director of subsidiary in Manisa, Turkey from
March 1991 until May 1993; Vice President and Controller of glass container
division in Marion, Indiana from May 1993 until April 1995; Vice President- -
Control of Pechiney Group in Paris, France from April 1993 until April 1997; and
then Senior Vice President-Control from April 1997 until September 1998, also in
Paris.

July 1982 to July 1988 — United States Government, Washington, DC. From July
1982 to May 1985, served as Special Assistant to the Director and then Assistant
Director of the United States Information Agency. Served in the Department of
Justice from May 1985 until July 1988, first as Special Assistant to the Attorney
General until July 1986, and subsequently as Executive Associate Commissioner
and then Deputy Commissioner of the Immigration and Naturalization Service
until July 1988. '

September 1976 to July 1982 — Arthur Andersen and Co., New York, New York.
Staff Auditor, then Senior Auditor, then Audit Manager.
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PRE-HEARING QUESTIONNAIRE .
FOR THE NOMINATION OF MARK W. EVERSON,
NOMINEE FOR DEPUTY DIRECTOR FOR MANAGEMENT, OMB

L Nomination Process and Conflicts of Interest

1. Were any conditions, expressed or implied, attached to your nomination? If so, please
explain.

Answer: No.

2. Have you made any commitments with respect to the policies and principles you will

attempt to implement as Deputy Director of Management, Office of Management and
Budget (OMB)? If so, what are they and to whom héve the commitments been made?

Answer: Other than a commitment to swear to uphold and defend the Constitution of the
United States and work to implement the policies of the President of the United
States, I have made no such commitments.

3. If confirmed, are there any issues from which you may have to recuse or disqualify
vourself because of a conflict of interest or the appearance of a conflict of interest? If so,
please explain what procedures you will use to carry out such a recusal or
disqualification. :

Answer: No.

II. Role and Responsibilities of the Deputy Director for Management

4. How do you view the role of the Deputy Director for Management (DDM) at OMB?
What would you highlight from your experience that will enhance your effectiveness in
this role? -

Answer: As laid out in the Chief Financial Officers Act, which created the position, the
DDM is given the responsibility for establishing government-wide management
policies for executive agencies. As I wrote in response to the Committee’s
biographical questionnaire, I have twenty-six years of experience in both business
and government. Most of my assignments have been in finance, but I have held
operating positions as well. Ihave lived and worked overseas in both developed
(France) and developing (Turkey) countries. I believe I have the broad base of
experience necessary to tackle a position of this scope, and that my experience
helping to implement the President’s Management Agenda thus far is also highly
relevant to my selection.

U.S. Senate Governmental Affairs Committee Prehearing Questionnaire Page 1
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S. What would be your priorities as Deputy Director?

Answer:

My priorities would be as follows:

(1) Implementation of the President’s Management Agenda;

{2) The President’s initiative to create a Department of Homeland Security;
(3) Strengthening the President’s Management Council; and

(4) Reinforcing the importance of management within OMB.

6. ‘What do you see as the main challenges facing OMB? What will you do, as DDM, to
address these challenges?

SWET:

OMB provides critical support for the President in implementing his management
and budget responsibilities. Each of these responsibilities vies for the proper
attention of those within the Administration. As DDM, I will use my energies to
ensure that we continually reinforce within OMB the need to address the
government’s management challenges, and bring about 2 more efficient and
effective Federal Government.

7. How do you view OMB’s role (and yours as DDM) in communicating and working with
Congress-to improve management in the Federal Government?

Answer:

Congress, and the Governmental Affairs Committee in particular, has done an
excellent job of bringing Executive Branch focus on the major management
challenges facing the Federal Government. Much of the Cornmittee’s work has
informed the selection of the initiatives that make up the President’s Management ©
Agenda. Iwill work to keep Congress aware of our progress in addressing these
challenges, identifying our successes as well as asking for assistance in removing
barriers to progress. An important element of keeping Congress informed will be
the transmittal of OMB’s evaluation of agencies” progress against the Executive
Branch Management Scorecard criteria. We will be providing Congress with
regular updates of the scorecard.

II1. Policy Questions

Orgenization, Planning and Management of OMB

1. The President’s FY 2003 Budget included an Executive Branch Management Scorecard,
which the Administration stated it will use “to track how well departments and agencies
are executing the Administration’s management initiatives, and where they stand ata
given point in time against the overall standards for success.” The Scorecard rated
agencies using a red light (unsatisfactory), yellow light (mixed results), and green light
(success) system. What criteria were used to make these judgments? What information
and documentation will OMB make available to Congress and other stakeholders, such as

U.S. Senate Governmental Affairs Committee Prehearing Questionnaire Page 2
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GAO, on the plans and strategies that agencies are putting in place to “get to green” on
the Management Scorecard? In the absence of such documentation, how do you believe
the scorecard will support the conclusion that agencies have, or have not, made
improvement?

Answer:

The President’s FY 2003 Budget summarizes the basis for each scorecard
evaluation. “Status” scores are based on five standards for success published in
Chapter 23, “Scorecard Standards for Success,” in the Analytic Perspectives
volume of the Budget. OMB is assessing agency “progress” on a case by case
basis against the deliverables and time lines established for the five initiatives that
are agreed upon with each agency as follows:

Green: Implementation is proceeding according to plans agreed upon with the
agencies;

Yellow: Some slippage or other issues requiring adjustment by the agency in
order to achieve the initiative objectives on a timely basis; and

Red: Initiative in serious jeopardy. Unlikely to realize objectives absent
significant management intervention.

As scores improve, we will note the basis for the improvement. Probably the best
way for Congress to monitor steps by individual agencies is for them to be
assessed through the existing oversight practices employed by their Congressional
authorizing committees. I would welcome this intervention because it would '
strengthen accountability at the level where it would have the greatest impact.

2. Separate from the grades agencies received on the Management Scorecard, OMB also
assessed and identified a selected set of programs and judged them to be effective,
ineffective or unknown. These judgments were included in the FY 2003 Budget and
were used as the basis for Administration recommendations to redirect funds from
programs judged to be lower performing to those deemed to be higher priority or more
effective.

How were the selected programs chosen?
How were judgments regarding the degree of effectiveness made?
Were these judgments made in consultation with the agencies?

To what extent were these judgments based on the published annual performance
goal(s) and measures for the programs and the reported performance data?

U.S. Senate Governmental Affairs Committee Prehearing Questionnaire Page 3
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Will such efforts in future years show a clear connection between an agency’s
published annual performance goals, subsequent performance (in the performance
report), and OMB’s assessmenis? : e -

In the President’s FY “03 Budget submission, OMB “rated” the effectiveness of
126 programs, evaluating them as effective, moderately effective, ineffective, or
unknown. The programs assessed were selected by OMB in consultation with
agencies in order to provide a more robust presentation of performance
information. The information on which program ratings were based was far from
perfect, but we believed it was important to offer, in an initial and admittedly
exploratory way, a presentation that would enhance public and Congressional
understanding of government performance. The Administration invites a spirited
discussion and welcomes additional data, as well as suggestions about how to
measure performance better throughout the Federal Government. )

OMB staff and agencies collected evaluations, studies, and performance
documentation of all sorts from multiple sources to assess which programs were
effectively obtaining desired outcomes. We reviewed these evaluations with
agencies, but the judgements were made by OMB.

Government Performance and Results Act (GPRA) performance measures were
considered as a part of this process, and in many cases were highly informative.

However, with many programs the search for meaningful performance measures
continues and our assessments necessarily had to consider other material.

We remain committed to working with all agencies of the Federal Government to
improve their performance measures. These measures must represent the most
salient features of a program’s performance assessment. The integration of
budget and performance information is one of the government-wide initiatives on
the President’s Management Agenda. As we assess programs in the future, we
will insist that agencies develop a credible linkage between resources and
performance, so that there will be clear connections between an agency’s
published annual performance goals, subsequent performance, and OMB’s
assessments.

3. How do you plan to hold OMB’s senior executives accountable for implementing the
goals and objectives set forth in OMB’s strategic plan? How will you ensure that OMB’s
senior executives integrate the implementation of OMB’s statutory management, budget
and policy responsibilities?

Answer;

In this Administration, management issues are a regular and important topic of
discussion among OMB’s senior management, including the Director, the Deputy
Director, and other OMB policy officials. I expect this to continue. We are
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strengthening OMB’s Senior Executive Service (SES) performance appraisal
process to hold managers accountable for achieving our goals and objectives. We
will use this assessment in making decisions about SES performance, including
promotions and award determinations. [ am pleased by the steady increase in
attention to management issues I have sezn by the Resource Management Offices
at OMB.

What do you see as the role of the DDM in addressing OMB’s human capital strategic
planning? In particular, how do you plan to ensture that OMB staff have sufficient
training and expertise to effectively oversee financial management, performance
measurement, information resources management, and procurement issues as well as to
identify potential systemic problems in the agencies they examine?

Angwer: Director Daniels has asked the Deputy Director and the Executive Associate

Director to take the lead on the development of OMB’s human capital strategic
plans. If confirmed, I will support these efforts and pay particular attention to the
necessity that budget examiners have adequate knowledge and expertise in
management areas.

The President’s Budget for FY 2003 begins the process of linking agency budgets to the
performance results these agencies have reported under the Government Performance and
Results Act (GPRA). Based on these results, the Budget recommends that some
agencies sustain significant cuts in funding of certain programs or minimal increases that
may not keep pace with inflation. Others, like the National Weather Service’s hurricane
and tornado warning program, were judged to have performed well and are recommended
for budget increases.

. Now that agencies clearly will see the potential consequences of their
performance measurement, what steps will you take as DDM to ensure that
agencies continue to set and report progress on the most challenging goals in their
GPRA reports? Will some agencies have an incentive to set program goals that
they know they can meet, in order to avoid budget cuts?

. When an agency reports that it has not met program goals, bow will the
Administration determine what path to take, i.e., what criteria will the
Administration use to determine when a program might meet those goals with
additional funding, or, on the other hand, that the program should be cut because
it is not effective?

. What cﬁaﬁenges do agencies face in terms of achieving full linkage between
performance results and agency budgets? What will you do, as DDM, to help
agencies address these challenges?

U.S. Senate Governmental 4ffairs Committee Prehearing Que#tionnaire Page 5
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For the integration of budget and performance information to be successful,
performance targets have to be meaningful and ambitious. This is why OMB has
developed a Program Assessment Ratings Tool to bring rigor and discipline to the
measurement of performance of Federal programs. If confirmed as DDM, the
application of this tool, described in somewhat more detail in question 6 below, is
how I hope to gauge the seriousness of agency performance management efforts.

Performance measures do not replace the need for high quality professional
judgement, nor do they put the deliberative budget process on autopilot. Some
ineffective programs face daunting challenges, like the need for more support or
significant enhancements to management practices. In particular, there is a
common failure on the part of agencies to have timely and accurate financial or
performance information, making it very difficult to assess program costs and
effectiveness. This will need to be remedied in order to establish linkage between
performance results and agency budgets.

We will make judgements about what course to take in program management and
funding levels based in large part on the information gleaned through the use of
the new Program Assessment Ratings Tool. However, the conclusions reached
and the actions taken will vary depending on the circumstances in each case.

6. In an April 24, 2002 memorandum to Executive Departments and Agencies, OMB
Director Daniels provided guidance to agencies on preparation of the FY 2004 Budget.
The memorandum states that “[a]s part of the President’s budget and performance
integration management initiative” the FY 2004 Budget will include “effectiveness
ratings” for approximately 20% of each agency’s programs. According to the
memorandum, “OMB has already begun an extensive effort to identify a subset of
programs and evaluation metrics for these programs.” What criteria did OMB use to
identify these programs? How were the evaluation metrics developed and who was
included in this process?

Answer:

This year, OMB is conducting a more systematic review of program performance
to inform FY 2004 Budget decisions. Our goal is to assess systematically the
effectiveness of all Federal dollars. To begin, we chose to rate approximately 20
percent of all Federal funding for the ‘04 budget process. The process of selecting
the programs that will be rated this year is ongoing.

Currently, OMB is working with agencies to identify those programs that will be
rated in the fall. In selecting programs for assessment, we are focusing on
programs for which there is data on which to base a rating, such as performance
information, General Accounting Office (GAO) reports, and program evaluations.
We believe it is most productive to focus on older programs rather than new ones
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because there should be more data available to document program achievements.
We intend to rate the full variety of programs run by the Federal Government,
large and small, mandatory and discretionary.

In order to ensure that our assessments are performed in a consistent, credible and
robust manner, the Director formed a Performance Evaluation Team comprised of
examiners from each of OMB’s Resource Management Offices to help us develop
the methodology, rigor, and transparency of the program effectiveness ratings.
The Performance Evaluation Team has constructed a Program Assessment
Ratings Tool, which is designed to establish a more consistent approach to rating
program effectiveness across the Federal Government. There are several versions
of the tool reflecting the diversity of Federal programs. Our goal is to make
program effectiveness ratings for FY 2004 more robust, defensible, consistent,
and transparent.

We’ve used this tool on a test basis in recent select examinations as part of
OMB’s spring review process. In addition, we have asked the PMC members for
comments on the tool and its application to their programs. We will be modifying
the Program Assessment Rating Tool based on the PMC’s input and our
experience with its use on a test basis this Spring.. . ..— - .

7. The April 24, 2002 memorandum from Director Daniels also asks agencies “to work with
OMB staff to develop evaluation metrics for several major cost-cutting, government-wide
functions.” The memorandum describes six of these functions for which OMB is working
to develop common performance measures: low income housing assistance, job training
and employment, wildland fire management, flood mitigation, disaster insurance, and
health. An addendum to this memorandum that was provided to affected agencies sets
out “more detailed information on the ... common performance measures™ and adds three
cross-cutting environmental functions to the earlier list.

Answer:

How were the cross-cutting functions and affected programs selected for this
project?

The process of selection is still underway and subject to modification.
Discussions are continuing with agency representatives. However, one essential
element is that performance and cost information must be available to ensure that
development of common measures will be useful. Education Deputy Secretary
William Hansen chairs the Budget and Performance Integration subcommittee of
the President’s Management Council, which is working to address many of the
challenges associated with this initiative.

How will these cross-cutting measures be used?
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The measures will be used to develop initial compariscns of affected programs. It
is expected that this initial development will raise further questions that will lead
to continuing analysis. The measures will be published with the FY 2004 Budget.

‘Who will make the determinations regarding what measures will be used for each
cross-cutting function identified? What involvement will you have as DDM in
this process?

agencies. An OMB Program Associate Director has the lead for each of the
common measures, and I have been participating and will continue to participate
to ensure that my perspective is considered as these measures are developed and
reviewed in the fall. The budget and performance integration subcommittee of the
President’s Management Council, chaired by Education Deputy Secretary
William Hansen, is also looking at this issue.

The addendum’s discussion of common measures for flood insurance programs
acknowledges that certain benefits and costs, such as environmental costs and
benefits, are important aspects of these programs but states that “we currently do
not have a good -method of displaying these types of effects in numerical terms
that would be consistent across different types of projects or programs.” For this
reason, the addendum states that these costs and benefits are not included in this
measure. Do you agree with the view stated in the addendum, and expressed by
many others, that harms and benefits to the environment are often difficult or
impossible to quantify? What other kind of program benefits and costs do you
believe are particularly hard or impossible to quantify? How do you believe the
effectiveness of programs whose costs and benefits are difficult or impossible to
quantify should be evaluated and compared? How will you advise agencies to
address this problem? )

I agree that harms and benefits to the environment can be difficult to quantify.
Performance measurement is a more difficult endeavor in the public sector than in
the private sector. This is true because there are usually multiple factors
influencing the conditions Federal programs are trying to affect. Just because it’s
difficult, however, doesn’t mean we shouldn’t continue to explore ways to
measure the success of the programs in which the Federal government invests so
much. That is what the endeavor to measure the effectiveness of these programs
is about — coming up with robust, defensible, consistent, and transparent
assessments of program effectiveness - however challenging program
effectiveness is to measure.

In many cases, the programs selected for this analysis have been created and
authorized by separate Congressional actions and may have varying
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Congressional mandates and missions. What will you do to ensure that the
common measures that are developed will be consistent with the policies
Congress has directed each program to fulfill?

This effort is intended to illuminate the extent to which programs are achieving
their Congressionally-mandated missions. Common measures can help us
understand whether or not a program is accomplishing its mission effectively or at
all.

For some programs, such as the wetlands programs, the proposed metrics that
agencies will use to compare their performance are quite specific. Have you
determined that the affected agencies have the FY 2001 data these metrics require
or will these measures require new data collection? If the latter, what will
agencies be asked to do to get this information?

The proposed common measures are still at a preliminary stage. We are
consulting with affected agencies on a number of questions related to these
measures, including the availability of timely and reliable data. The success of
this effort will depend to some degree on the data that is currently available.
Different data may be required before making an assessment of program
effectiveness. We will address those barriers to program evaluation as we
encounter them.

Financial Management

1. The government faces significant challenges in achieving accountability and generating
reliable financial and management information on a timely basis for decision-making due
to pervasive, generally longstanding financial management problems. Describe your
views on the importance of financial management improvement, in general, and OMB’s
role in addressing these challenges.

Answer:

The financial management challenges facing the Executive Branch are extensive
and comprise all elements of financial management: human, systems, processes,
and policies. Many of the problems are government-wide (systems being the
primary example), but selected departments and agencies can be said to have
pervasive problems. The best way to address these challenges is to (1) articulate
clear standards for financial management success, (2) establish a prioritized
agenda for improvement, and (3) use all available vehicles to develop, coordinate,
implement, and monitor improvement plans.

We are addressing these challenges through the Improved Financial Performance
initiative, one of the five major government-wide components of the President’s
Management Agenda. The criteria we will use to measure agencies in improving
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financial performance include not just getting clean opinions on agency financial
statements, but also ensuring that financial management systems meet Federal
requirements, integrating financial and performance management systems to
support day-to-day agency operations, ensuring that agencies do not suffer from
repeated material weakmesses, and, of course, that they have no Anti-deficiency
Act violations.

Another aspect of this initiative is our effort to reduce erroneous payments. The
government makes billions of dollars in erroneous payments each year, but until
now we have no systematic effort to measure the extent of this problem. We are
insisting that agencies estimate the extent of their erroneous payments and set
goals and develop plans to reduce them.

I also believe it is critical to engage interagency organizations that play advisory,
coordinating, or implementing roles in Federal financial management. These
groups include the President’s Management Council, the Chief Financial Officers
Council, the Joint Financial Management Improvement Program, the President’s
Council on Integrity and Efficiency, and the Executive Council on Integrity and
Efficiency. Active participation by OMB in these groups supplements the direct
activities of OMB and its work with individual departments and agencies. Most
importantly, I would continue to report regularly to the President’s Management
Council on the state and progress of Federal financial management, thus focusing
attention on our efforts at the highest level.

If confirmed as DDM, I would ensure that financial management improvement
efforts receive attention at the highest levels.

2. The Executive Branch Management Scorecard contained in the President’s FY 2003
Budget evaluates 26 departments and agencies on the success of their efforts in five
management areas selected by the Administration, including financial management. Of
these agencies, all but 5 received “red lights,” the lowest score, on their financial
management. Only one agency received the highest possible score in this area. What
have you done during your tenure as Controller to help agencies improve in this area?
What will you do, as DDM, to improve agencies’ performance in financial management?

Answer:

Standards for financial management success must reflect requirements that
financial information be accurate, timely, and useful. As Controller, I initiated an
agenda with three dimensions: (1) core elements or attributes of Federal financial
management requiring attention government-wide (an example would be
improving the timeliness of financial statement preparation); (2) targeted
opportunities involving multiple agencies (the President’s Management Agenda
initiative to reduce erroneous payments, for example); and (3) “repair work” at
selected departments or agencies where financial management is clearly at an
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unacceptable level. We have been meeting quarterly with the 24 CFO Act
agencies to assess and support their efforts to improve financial management. I
am pleased to report that the progress grades included many green and yellow
lights, indicating that the agencies have developed and are implementing
aggressive corrective action plans to “get to green” on status.

If confirmed as DDM, I would ensure that the statutory offices continue to work
with agencies to realize significant progress in financial management. Iwould
use my leadership role in the President’s Management Council and other
interagency organizations as a “bully pulpit” to facilitate improvements in
financial management and all of the areas of the President’s Management Agenda.

3. The Chief Financial Officers (CFO) Council, which has been chaired by you as OMB
Controller, has formed a committee to address the problem of improper and erroneous
payments by agencies. This is a problem that has long been a concern of the
Committee’s, as improper payments by agencies cause the loss of billions of dollars each
year by the federal government. According to its draft charter, this new committee will
utilize the recommendations made by GAQ in its recently issued Executive Guide,
Strategies to Manage Improper Payments, a manual prepared at Senator Lieberman’s
request to provide guidance to-agencies on how to reduce this problem. What will you do
to monitor the efforts of this CFO Council committee and ensure that agencies implement
its recommendations?

Angwer: Many of the principles outlined in the GAO Report, Strategies fo Manage
Improper Payments, are embodied in the Administration’s effort to measure,
track, and reduce erroneous payments. In fact, there is a componernt of the
strategies defined in the GAQ report--control environment, risk assessment,
control activities, information and communications, and monitoring--in the
deliverables the committee has promised. Ihave asked Robert Shea, a member of
my staff, to sit in on Committee meetings and activities both fo observe and
participate, and reinforce my personal interest in this initiative. The
Administration is serious about reducing erronsous payments, and the CFO
Council Committee is just one of the tools it is using to meet this challenge.

4. The Federal Financial Management Improvement Act of 1996 (FFMIA), Public Law 104-
208, Title VI (31 U.S.C. 3512 note), requires auditors performing annual financial
audits to report whether agencies’ financial management systems comply substantially
with federal accounting standards, federal financial management systems requirements,
and the government’s standard general ledger. Agencies whose financial systems are not
in substantial compliance with the basic requirements of FFMIA must develop
remediation plans to achieve compliance. These plans must be developed in consultation
with OMB and must describe the corrective actions the agencies will take to achieve
substantial compliance. GAQ’s most recent report on FFMIA stated that only 16 of the
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21 major departments and agencies covered by FFMIA that were reported as
noncompliant for FY 1999 prepared remediation plans. GAO-02-29 (October 2001).
Moreover, GAO’s review of the remediation plans concluded that many did not contain
sufficient detail to be adequate tools for agency use in resolving financial management
problems and that some of the corrective actions proposed did not fully address the
problems they are intended to correct. What actions will you take, as DDM, to work with
agencies to improve their remediation plans and ultimately to ensure that these agencies
are in substantial compliance with FFMIA requirements?

Answer: FFMIA compliance is but one of many financial management issues monitored
under the scorecard. Tracking against the scorecard standards includes
interactions between agencies and OMB staff on financial management problems,
approaches for correcting the problems, resource requirements, implementation
plans and concerns, change management at the agency, phasing out old systems,
and other discussions necessary to ensure that high-level plans, such as those
presented in the FFMIA remediation plans, are developed into workable project
plans and implemented according to schedule. I agree that agency attention to
longstanding management challenges, including those identified through FFMIA,
has not been sufficient. The Administration, especially OMB, is continuously
reinforcing the need to resolve, once and for all, these challenges. I believe it is
important for agencies to develop adequate project plans that go beyond the high
level required by FFMIA for remediation plans and to use these plans to manage
their projects efficiently to result in improved financial performance. 1have
recently spoken to the importance of this subject and presented government-wide
statistics at a full CFO Council meeting. )

5. In your view, are the staff resources dedicated to financial management issues sufficient
for OMB to identify and correct systemic problems, improve government-wide financial
management practices, and implement statutory requirements such as the Chief Financial
Officers Act, the Government Management Reform Act, and FFEMIA?

Answer: I believe the staff resources dedicated to financial management issues are
adequate, particularly as OMB’s Resource Management Offices are steadily
improving their expertise in this area. Because the challenges the Federal
government faces in financial management are significant, I have sought to

“leverage existing resources through the participation of other Executive Branch
departments and OMB offices in task forces, councils, etc. The CFO Council in
particular is proving a useful tool in the development of financial performance
policy advice, and also for the implementation of government-wide initiatives.

6. What do you see as the role of the Chief Financial Officers (CFO) Council? How can
OMB work with CFOs to leverage resources devoted to financial management issues?
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The CFO Council, particularly its Executive Committee, is an important
participant in the development of financial management policies. As Controller,
one of my first goals was to revitalize the Council and leverage its resources
toward achieving the goals outlined in the President’s Management Agenda. The
Council formed a new committee structure to mirror the five government-wide
initiatives. The committees include Best Practices, Budget and Performance
Integration, Erroneous Payments, Financial Statement Acceleration, Financial
Systems and E-Government, and Human Capital. The committees each have
projects underway that will improve government-wide performance in 2 number
of areas. The Human Capital Committee, for example, is working diligently to
recommend programs, policies, and practices that will enhance the government’s
ability to recruit and retain talented financial management professionals.

What role do you envision for OMB in the selection of qualified agency chief financial
officers? How have you worked with the Office of Personnel Management, as Controller,
to develop a means to attract and retain financial management staff, and what more do
you hope to do if you are confirmed as DDM?

The CFO Act provides for an OMB role in advising agency heads “with respect to
the selection of agency Chief Financial Officers and Deputy Chief Financial
Officers.” It also establishes an OMB role as to qualification standards and
assessments of financial management staffs. Shortly after my confirmation as
Controller, I met with the Office of Presidential Personnel to offer technical
assistance and input as pertains to Presidentially-appointed CFO positions. I also
work with agency heads and others involved in the filling of career CFO openings
as they occur..

National Preparedness and Homeland Security

1.

According to Executive Order 13228, which established the Office of Homeland Security
(OHS), the Assistant to the President for Homeland Security, in consultation with the
Director of OMB, shall identify programs that contribute to the Administration’s
homeland security. In addition, he is to provide advice to the Director of OMB on the
level and use of funding in departments and agencies for homeland security activities, and
certify to the Director of OMB the funding levels believed to be necessary and
appropriate for homeland security-related activities of the Executive Branch. The
National Strategy has not yet been completed by OHS, but a working definition of
homeland security has been articulated in the President’s FY 2003 Budget. Given these
responsibilities:

What steps will OMB and OHS take to improve coordination of programs across
departments and agencies?
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Answer: Since the establishment of the Office of Homeland Security, there has been an
extraordinary level of cooperation between OMB and OHS. OMB has dedicated
staff and managers working with OHS, and many more are engaged with
homeland security on an issue-by-issue basis. OMB has also participated in
OHS’ Policy Coordinating Committee (PCC) process, which is dealing with many
of the key issues that require better coordination among federal departments and
agencies, such as border management and bioterrorism preparedness. Together,
we are identifying specific areas in need of better coordination, considering areas
where duplication of effort may impede coordination, and developing budgetary
and policy recommendations to address these issues.

. What criteria will OMB use to evaluate agencies’ programs to identify programs
related to homeland security?

Answer: First and foremost, OMB will focus on the key capacities that our nation needs to
support homeland security. We have begun to do this in FY 2002 and the FY
2003 Budget, and will continue to do so as we support the development of the
National Strategy and formulate future budgets. Working with OHS and the
individual agencies, OMB will help to develop, refine, and evaluate performance
against measures that benchmark our progress in attaining these capacities.- This
is a complex challenge, but one to which we are committed.

. What criteria will OMB use to evaluate agencies’ progress in implementing the
National Strategy?

Answer: As stated above, OMB will focus on developing the key capacities that our nation
needs to support homeland security. We will evaluate agency performance using
measures that benchmark our progress in attaining those capacities. The
Administration expects that future agency budgets will support the National
Strategy, and will hold individual agencies--and multiple agencies, where a multi-
agency capacity is needed—accountable for demonstrating performance in these
areas.

2. OMB provides important oversight for many management functions and legislative
requirements. How should the National Strategy for homeland security be integrated
with the government’s existing efforts under the Government Performance and Results
Act and other key management legislation that OMB oversees? Will homeland security
goals, objectives, and measures be integrated into agency performance plans? What
performance review and accountability mechanisms do you believe need to be in place?
How do you propose using such mechanisms to gauge the efficacy of the FY 2003
expenditures and to assist in the development of future budget submissions?

Answer: The Administration will develop a clear, sustainable process to make certain that
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the National Strategy is implemented through future budgets. In developing such
a process, OMB will work to ensure that the programs that support homeland
security are clear and well-defined. This will involve working with agencies and
the Congress to ensure that the policy dialogue on homeland security focuses on
an agreed-upon set of programs and issues, and that these programs have
measurable goals and objectives. With such a framework in place-the effort to
develop such a framework will be ongoing through FY 2003, the formulation of
the National Strategy, and the FY 2004 Budget process--we can make certain that
performance measurement and management accountability are integrated into our
efforts to implement the Strategy.

3. The President’s FY 2003 Budget recognizes significant roles for state and local
governments and the private sector in the proposed initiatives for homeland security. The
National Strategy is expected to more fully develop these roles.

Answer:

What role do you believe the federal government can and should play in fostering
and maintaining necessary capabilities at the state and local levels?

In what circumstances do you believe it appropriate for the federal government to
provide funding to state and local governments for their efforts to combat
terrorism?

How do you believe the federal government can encourage and foster local and
state-level intra- and inter-state mutual assistance programs?

Ensuring homeland security is a nationwide effort, involving all levels of
government and the private sector. The Federal Government can play an
important role -- where it is appropriate to do so -- in fostering and maintaining
necessary capabilities at the state and local levels. It can set broad standards that
are based on the collective expertise of our Nation's homeland security
components. At the same time, those Federal regulations and standards should
provide the necessary flexibility to state and local governments.

The Federal Government can provide assistance to ensure that state and local
governments develop specific capacities or meet certain standards. Butitis
important that we set clear expectations of what will be achieved when such
funding is provided. Regardless of the specific program, we need to be certain
that the measures that state and local governments are taking will increase their
level of preparedness in an efficient way. Federal incentives to encourage and
foster local and state-level intra- and inter-state mutual assistance programs are a
good example of this. As the FY 2003 Budget asserts, it is critical that we foster
cooperation among first responders. We must not develop islands of equipment
and expertise, but ensure an optimal, integrated response capability. Ibelieve the
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new Department of Homeland Security, if created, will do a great deal to improve
coordination between the Federal government and state and local government and
private sector interests.

4. Much of the nation’s critical infrastructure is privately owned. Clearly, the private sector
is a part of the National Strategy to combat terrorism. What tools or mechanisms do you
think should be considered to engage, fund, or support the private sector? In what
circumstances do you believe it is appropriate for the federal government to provide
funding to the private sector for their efforts to combat terrorism?

Answer:

The National Strategy will be a national plan, not just a Federal Government
strategy. As you know, the nature of American society and the structure of
American governance make it impossible to achieve the goal of a secure
homeland through Federal activity and expense alone. The National Strategy for
Homeland Security, therefore, will be based on the principle of partnership with
state and local governments, the private sector, and citizens, and will articulate the
framework for this partnership. In developing the Strategy, the Administration
will consider all mechanisms to productively engage the private sector, including
legal reform, regulation, and tax incentives, and cooperative arrangements with
various levels of government.

5. State and local governments are seeking greater “flexibility” for use of homeland security
funding, such as local determination of the most effective use, and multi-year funding to
match multi-year planning goals and objectives.

Answer:

Do you support providing such flexibility to state and local governments?

How can the federal government expedite funding to the state and local
governments?

When allocating taxpayer dollars, it is important to ensure that the appropriate
planning and goal-setting--or, in some cases, the mechanism to do so--is in place.
The Administration is committed to providing flexibility to state and local
governments while ensuring that funds enhance the capacity to protect against and
respond to terrorist acts. We do not want to substitute Federal spending for state
and local spending, but to ensure that Federal funds enhance our overall
preparedness. Federal funding is being provided to state and local governments as
expeditiously as is practical, and we will be vigilant in ensuring that this remains
the case. I think that the new Department of Homeland Security, once created,
would help expedite this funding by providing a single point of contact to state
and local governments.

QUESTION 6 WAS NOT PROVIDED
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7. ‘What mechanisms will the federal government employ to monitor use of funds
appropriated for homeland security to determine that the money is actually spent for the
intended purposes? As DDM, what actions will you take to ensure that agencies are held
accountable for this spending?

Answer: OMB will ensure that the programs that support homeland security are clear and
well-defined and have measurable goals and objectives. Such goals and
objectives will allow OMB and Congress to monitor spending and hold agencies
accountable for their performance. The new Program Assessment Ratings Tool
specifically addresses this issue and will be used to hold agencies accountable.

8. What do you believe is the proper balance between federal standards and regulations for
homeland security and individual state and local standards and regulations?

Answer; For homeland security, both Federal and local standards and regulations are
important. The Federal Government should be responsible for setting broad
standards for homeland security protective measures that are necessary to secure
our nation. However, these Federal regulations and standards should be set so as
to provide flexibility to state and local governments, where warranted. In many
cases, the specific circumstances of a state or locality might require unique
standards or regulations for that area.

9. There are a number of coordinating councils, interagency work task forces, and other
groups that OMB oversees, chairs, or is a member of. How are these various groups
being integrated into homeland security and national preparedness efforts? Should the
roles or charters of these groups be changed to better meet these new needs?

Answer: Working with OHS, OMB has utilized the resources of a number of coordinating
councils, interagency task forces, and other groups that support homeland
security. Since September 11%, agencies have recognized the importance of these
crosscutting efforts, and have largely cooperated with each other to achieve
common goals. Clearly, the creation of a Department of Homeland Security will
facilitate the integration of these various groups into homeland security and
national preparedness efforts.

10.  What do you believe is the role of Congress in developing, supporting, and implementing
the National Strategy for Homeland Security?

Answer: Only the Congress can create the new Department of Homeland Security
requested by the President.

11.  According to a May 6, 2002 article in Newsweek, the White House is now undertaking an
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evaluation of OHS, which was created to coordinate our government’s response to the
September 11 terrorist attacks. The report notes that Governor Ridge, the Director of
Homeland Security, has had repeated “clashes” with other agency heads and that the
President is considering a range of alternatives, ranging from eliminating the post
altogether to transforming it into a separate cabinet-level Department with Governor
Ridge in charge. What is your view of the difficulties that Governor Ridge has
encountered? What is the relationship between his office and OMB? What lessons about
how best to organize government to combat terrorism have you drawn from the
experience of OHS?

Answer: OMB has had an excellent working relationship with Governor Ridge and the

12.

Office of Homeland Security. I strongly support the President’s proposal to create
a Departient of Homeland Security.

The Director of OHS has named Steve Cooper, who is special assistant to the President,
to serve as senior director of information integration and chief information officer at
OHS. Before that, OMB named Mark Forman as associate director for information
technology and e-government at OMB. Can you describe the missions of these respective
offices, any overlap between them, and the working relationship between the two? As
DDM at OMB, what will your role be with respect to these offices?

Answer: The roles and responsibilities for each of these officials are quite different yet also

linked in a few important ways.

Steve Cooper’s responsibilities are focused on identifying the architecture
necessary to improve the acquisition and sharing of information to ensure better
decision making and reduced response times in support of the homeland security
mission.

Mark Forman’s role is to develop for the entire Federal Government an
architecture that improves program performance and enhances the delivery of
information and services to the public through vastly more effective and efficient
use of information technology. In this context, they are working closely together
to leverage resources and ensure that the government’s architectures are linked.
Mark Forman is also leading the Administration’s electronic government
initiatives. I will supervise Mark Forman if confirmed as DDM.

In the wake of September 11, it is clear that Federal agencies need to do a much better job
of sharing critical information with other agencies, with state and local officials, and with
the American people. What is your understanding of the major obstacles that must be
overcome to enable more effective information sharing among Federal agencies, and
between Federal agencies and their state and local counterparts? What role do you
perceive for OMB in this effort and how much of a priority will this issue be for your
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office? What strategies or policy changes do you believe Congress should consider in
order to facilitate information sharing across government?

Answer: OMB was an active participant in developing the President’s proposal for a

Department of Homeland Security. The creation of a new Department would
significantly improve information sharing across government, and improve
coordination with state and local governments. As indicated in the President’s
proposal, overcoming the barriers to information sharing will require integration
of overlapping and redundant IT projects.-

14. One major obstacle to information sharing with state and local officials appears to be the
proliferation of different requirements for security clearances among different agencies.
A clearance from one agency is insufficient for another - forcing some individuals to seek
multiple clearances. Do you believe there should be greater coordination in this process
or is the current system working well? Do you believe OMB has a role to play in creating
more synergy between the various security clearance requirements across government?
What other steps do you believe can, or should, be taken to address this issue?

Answer: E-Clearance, an E-Government initiative, will result in a significant improvement

in the time needed to process clearances. Clearance information throughout the
Federal Government will be more accessible and reciprocity between agencies
will be more easily achieved. Just recently OMB requested that security
clearances among different agencies be loaded into the Clearance Verification
System (CVS). This system ensures that there is documentation in centrally
accessible databases of all government-issued security clearances. The result will
be searches of existing clearances in a matter of seconds, rather than days under
old manual methods. Such a coordinated improvement will shift the focus of
investigative resources to the review of the risk aspects of background
investigations, an important element in the Administration’s homeland security
efforts.

15. Last year, the Director of OMB stated that federal agencies - especially those agencies
with homeland security missions - can expect funding increases with increased oversight
and more pressure to demonstrate performance. How can agencies demonstrate
performance in the area of homeland defense? How is this reflected in the Execufive
Management Scorecard?

Answer: Homeland Security is an absolute priority of this Administration and should be

funded accordingly. We will assess the program performance and operational
efficiency of those agencies with homeland security missions as we do with all
agencies. The scorecard for these agencies, like all others, will also assess their
progress in implementing the five government-wide management initiatives
where the President has recognized the greatest room for improvement. Part of
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the Budget and Performance Integration initiative includes program evaluations,
which will be made using the Program Assessment Ratings Tool.

Inspectors General

1.

As the DDM, you would chair the President’s Council on Integrity and Efficiency (PCIE)
and the Executive Council on Integrity and Efficiency (ECIE). As Chair, you will be in a
position to examine issues that cut across the entire Inspector General (IG) community,
including issues dealing with IG independence and IG efforts to promote integrity and
efficiency in government operations and programs.

. How will you view your role as Chairman of the PCIE and the ECIE?

. What is your view of the degree of independence the IGs should have in auditing
and investigating federal operations, programs, and activities?

. How do you plan to work with the IGs and their agency heads in order to
strengthen their constructive working relationships and to promote the
effectiveness of the IGs and efficiency and accountability in government -
operations?

. How do you plan to facilitate honest and open discussion between the IGs and
their agency heads, particularly when they find themselves in disputes about IG
findings and recommendations?

Answer: 1 work very closely with the PCIE and the ECIE in my role as Controller,

relationships I would expect to strengthen if confirmed as DDM. Ibelieve in the
essence of the IG Act, which calls for the independence of the IGs in auditing and
investigating Federal operations, programs, and activities. The DDM needs to
support that independence and, at times, serve as a facilitator in the relationship
between an [G and an agency head. Through my leadership of the two IG
Councils and the President’s Management Council, as well as the other
interagency groups chaired by the DDM, I would strive to foster constructive
working relationships that would enhance the IG community’s ability to
contribute to the efficiency and accountability of government operations.

Following the September 11% attacks, some IGs have assumed greater roles in homeland
security as their agencies have increased their activities in this area. In addition, many IGs
are being asked to do more of their traditional work without assistance from the FBI, as
the FBI is focusing fewer of its resources on government program fraud. Nevertheless,
the need to detect and prevent fraud, waste and abuse in government programs will
continue to exist. Therefore, the IGs will have to find ways to continue uncovering fraud,
waste and abuse within their agencies and in government programs with less FBI support.

U.S. Senate Governmental Affairs Committee Prehearing Questionnaire Page 20



Answer:

51

What is your vision of the IGs’ audit and investigative responsibilities post-
September 11%? What role do you believe they should play in homeland security
issues?

How do you believe IGs should balance that role with their core mission of
detecting and preventing fraud, waste and abuse in government programs?

What actions do you believe are necessary to address the human capital and
budget needs of the IG offices so that they have the personnel, skills and resources
to carry out their financial management and law enforcement responsibilities?

Do you believe IGs will require additional funding and resources to oversee the
implementation of their agencies’ homeland security efforts? If so, what actions
will you take as DDM to ensure that IG offices are adequately funded?

The IG community provided invaluable assistance to the FBI and others in the
immediate aftermath of September 11%. However, I believe IGs should retain
their traditional mission focus on detecting and preventing waste, fraud, and abuse
in Federal programs. IG offices face many of the human capital issues
confronting other Federal offices; I believe that the flexibilities offered by the
proposed Managerial Flexibility Act of 2001 will address these concerns. I will
work within OMB to make sure IG offices are adequately funded.

3. Public Law 106-422, sponsored by Senators Lieberman and Thompson, established an IG
forensic laboratory to perform forensic services for all of the IGs. Because of new and
changing priorities, the FBI is no longer able to conduct laboratory examinations on
many IG investigations; many IGs are now having these examinations done by other
laboratories on an ad hoc basis. The laboratory established by Public Law 106-422
would allow for all IG forensic work to be done at one central location. However, there is
no current funding for this laboratory and no indication that future funding will be
available.

Answer:

What will you do as DDM to resolve this problem and provide the necessary
support to the IGs?

How will you encourage efforts to pool IG audit and investigative resources? In
particular, what will you do as DDM to assist smaller offices whose 1Gs are
appointed by their respective agency heads and have limited resources?

As DDM, I would work with the IGs and other law enforcement agencies to
ensure that IGs have adequate access to the forensic services they require. As
Chair of the PCIE and ECIE, I would encourage interagency IG audits and
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investigations of common issues, such as erroneous payments or debt collection.
GAOQ recently issued a draft report on consolidating smaller IG offices. I would
tike to study that report and work with the IGs to develop the best mechanism to
ensure appropriate audit and investigative coverage of the smaller agencies.

4. The Committee recently reported to the full Senate S. 2530, introduced by Senator
Thompson and Senator Lieberman, which amends the Inspector General Act of 1978 (5
U.S.C. App. § 1 et seq.) to provide law enforcement powers for certain investigative
personnel who work for Presidentially-appointed, Senate-confirmed IGs. The legislation
also calls for oversight of these powers by the Attorney General and the IGs. Currently,
PCIE IG offices are given three-year deputations of law enforcement powers by the
Attorney General, Do you support statutory law enforcement powers for these agents?

Answer:

As [ stated before, the primary role of the IGs is to detect and prevent waste,
fraud, and abuse in Federal programs. I do not have strong views on the question
of statutory law enforcement authority for Igs, and believe it would be best
addressed by the Attorney General.

Information Policy and E-Government

1. OMB is responsible for providing direction on government-wide information resources
and technology management and for overseeing agency activities in these areas, including
analyzing major agency information technology investments.

.

Answer:

What is your understanding of the role of the OMB DDM with regard to policies
and eversight of government-wide and agency-specific information management
and technology decisions?

The DDM performs the functions delegated to the Director pertaining to
information management and technology issues. If confirmed, I intend to pay

-significant attention to these critically important management priorities, which are

closely linked with achieving the E-Government goals in the President’s
Management Agenda.

The Administration’s position has been that it would create the new position of
Federal Chief Information Officer (CIO), to be responsible for government-wide
information management, technology, and e-government issues, and that the
Federal CIO position would be held by the DDM. If confirmed as DDM, would
you also serve as Federal Chief Information Officer? If so, why is this more
effective than having a single person tasked with this responsibility as a full-time
job in the Executive Branch? In what way would your designation as Federal
Chief Information Officer alter your responsibilities, as compared to the
traditional responsibilities of the DDM?
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Answer: The Administration continues to believe that the DDM is best positioned to serve
as the Federal CIO, as the OMB Deputy Director testified before the Senate last
summer. The Administration has already created the new, full-time position of
Associate Director for IT and E-Government, a position held by Mark Forman.
This position is the principal leader of the E-Government agenda and helps the
Director and the DDM to set and oversee strategic direction for this effort. As
DDV, it would be my role as Federal CIO to ensure that these issues are fully
integrated with the other elements of the President’s Management Agenda. In
practice, I would expect the relationship between the DDM and the Associate
Director to be comparable to that between the DDM and the Controller or the
Administrator of the Office of Federal Procurement Policy.

2. OMB is responsible by law for implementing the Paperwork Reduction Act, which
includes important provisions relating to information resources management and
dissemination of information to the public. What experiences in your background have
prepared you to work in these areas?

Answer: I have twenty-six years of experience in both business and government. As1
’ mentioned previously, my assignments have been in finance, but I have held
operating positions as well. I have both assessed information resources
management issues from the perspective of one overseeing policies and
investment funding decisions, and been responsible for implementation and
operation of specific systems. I believe I have the broad base of experience
necessary to tackle the challenges outlined in questions 2 through 5.

3. OMB is responsible by law for implementing the information technology capital planning

and performance-based management provisions of the Clinger Cohen Act. What
experiences in your background have prepared you to work in these areas?

[See Above.]

4. OMB has taken the lead in formulating government-wide electronic government policies
and initiatives. What experiences in your background have prepared you to work in this
area?

{See Above.]

5. OMB is responsible for implementing the Government Information Security and Reform
Act, and sets policy in other areas of information security. What experience do you have
in the area of information security?

[See Above.]
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6. What, in your view, are the major information policy and technology management
challenges facing the Federal government? How can OMB best help the government
meet these challenges?

Answer:

The use of information technology to serve the American people represents a
major cultural challenge to the Federal government. Although we have made
much progress in the last year, we remain far behind the private sector in using
information téchnology toenhance the Federal government’s productivity. The
challenges include not only making electronic services available to the public and
making it easier for them to access what they need on-line, but also the agencies’
ability to harness technology. In addition, there is far too much overlapping and
redundant investment in business processes that are common across government.
As an example, there are at present 16 processors of civilian payroll. OMB is
leading the government’s efforts to improve its use of technology, standardize
transaction processing, and eliminate redundant investments. I have established
an E-Government Subcommittee within the President’s Management Council,
chaired by Labor Deputy Secretary Cameron Findlay, to foster these efforts across
government.

7. What are your views on the use of the budget process to improve information technology
(IT) management? What other incentives does OMB have at its disposal to encourage
good management practices? As DDM, how would you enhance coordination between
management and budget staff in order to improve the adoption of OMB policies and
guidance across government?

Answer;

The budget process is a critical tool for improving IT management. The process
for FY 2003 saw an unprecedented focus on IT management issues, which will
provide valuable improvements in this area. However, OMB coordinates IT
policy through a variety of means in addition to the budget. I understand that
OMB staff met with each of the agencies to discuss IT management and E-
Government last summer, integrating budget planning with a management focus -
built from the Clinger Cohen Act (CCA), and the Federal Acquisition
Streamlining Act (FASA Title V). OMB IT policy staff work closely with
OMB’s Resource Management Offices and the other statutory offices as an
integrated team to used OMB’s multiple authorities to drive change in the
agencies. If confirmed as DDM, I intend to promote more of this coordinated

-approach to management challenges. -

8. Regarding IT policy, what is your view of the appropriate relationship between the Office
of Information and Regulatory Affairs (OIRA) and the Associate Director for Information
Technology and E-government? What are the responsibilities and the staff composition
of each? How do you see these two entities following coordinated, yet distinct paths and
what is the contribution each makes to OMB's mission?
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Each of these offices has a very important role to play in the transformation of the
Federal Government. The Associate Director for Information Technology and E-
Government sets strategic direction in the key areas of E-Government and IT
management. This official works closely with and sets IT policy leadership for
the work of OIRA, as well as the Resource Management Offices and other
statutory offices. OIRA remains statutorily responsible for assisting the Director
in carrying out key information policy and technology responsibilities under the
Paperwork Reduction Act. OIRA’s Information Policy and Technology Branch
works as an integrated team with the office of the Associate Director for
Information Technology and E-Government. It will always be the job of the
DDM to ensure the integration and coordination of these activities so they further
OMB’s mission and comply with relevant statutes.

9. The Information Branch within OIRA, with a staff of about ten, is responsible for
implementing vital and far-reaching information laws and policies. These include
administering significant portions of the Paperwork Reduction Act and much of the
Director’s information technology capital planning and budget review functions under the
Clinger Cohen Act, implementing information security responsibilities, and overseeing
agency implementation of the Government Paperwork Elimination Act and the Privacy

Act.

Answer:

Do you believe that the Information Branch of OIRA has sufficient staff to
perform its work well?

In response to the same question, the OMB Deputy Director, Nancy Dormn,
promised during her confirmation process to investigate this and other staffing

needs. What has been the result of Ms. Dom’s investigation?

The challenges facing OIRA in its oversight role of the government’s information

- technology, like many of the other management challenges, are significant. Like

other parts of OMB, particularly the statutory offices, OIRA leverages existing
resources through the participation of other Executive Branch departments and
OMB offices in task forces, councils, etc. The CIO Council, among the most
active interagency councils in the Federal government, will remain a powerful
tool in the development of information technology policy advice, and also for the
implementation of government-wide imitiatives. Deputy Director Dorn is working
closely with Director Daniels and other senior officials, including myself, to
review OMB’s overall staffing needs. I do not expect significant changes in the
allocation of staffing resources across OMB as this process continues.

10.  What are your views on the sufficiency of the Privacy Act? How do you intend to
address Internet privacy concerns?
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Answer: The American people entrust to the Federal Government much of their most

11.

sensitive personal information, which we have a responsibility to safeguard. If
confirmed, I look forward to working with OMB staff on whether changing
technology and business practices may necessitate revising the Act and to initiate
the legislative changes that might be required. But protecting privacy will always
remain a priority.

Recent national events have reinforced the importance of information, information
technology, and critical infrastructure to the security and economy of the nation. How do
you see OMB working on government-wide issues such as homeland security, criminal
justice information sharing, and cyber security to ensure that the critical information and
technology resources are reliable, secured, and made available to all legitimate parties?

Answer: OMB is working closely with the Office of Homeland Security and individual

12.

agencies to identify information, and to improve both the sharing of information
across the Federal Government and with state and local officials, first responders,
and industry:

Additionally, under the Government Information Security Reform Act of 2000
and other statutory authorities, OMB is driving the improvement of Federal
agency security programs. We are requiring agencies to fully integrate security
with their capital planning and budget processes and are measuring their progress
through use of the Executive Branch Management Scorecard.

Current homeland security initiatives include measures related to data sharing, and
public-private and federal-state partnerships. How do you see the relationship between
these measures and current privacy laws and policies? Who should have the primary role
and how will such efforts be funded?

Answer: It is OMB’s responsibility to work closely with all agencies of the government,

13.

including OHS, to ensure that privacy requirements are addressed. OHS has the
primary role for coordinating homeland security issues, and OMB has the primary
role for privacy laws and policies with regard to Federal information. OMB and
OHS work together to ensure that both goals are achieved. The role of OMB and
others in this area will need to be assessed as the Department of Homeland
Security approaches creation.

OMB released the E-Government Strategy in February 2002, a plan for implementing the
President's management initiative of expanding e-government to make it easy for citizens
and businesses to interact with the government, save taxpayer dollars, and streamline
business~to-government transactions. The 24 e-government initiatives (known as
Quicksilver), detailed within the strategy, were selected to improve the efficiency and
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effectiveness of the federal government’s transactions through the use of improved
technology. :

Answer:

Answer:

Answer:

As the DDM, how would you assess progress and success implementing the E-
Government Strategy and other e-government initiatives? For example, how do
you plan to demonstrate to Congress that greater efficiency, cost reductions, better
service to citizens and businesses, and higher productivity are resulting from these
initiatives?

If confirmed, I expect to work with the Office of IT and E-Government to achieve
such results in each of the Quicksilver initiatives and I believe we will be able to
demonstrate evidence of real progress in the near future. OMB is working with
agencies to implement the workplans and business cases for these 24 initiatives.
Improved productivity and better citizen service are key indicators. I strongly
support making information available to Congress so that our progress in these
endeavors can be adequately assessed.

‘What additional actions are needed to break down bureaucratic stove-pipes,
resistance to change, and other key barriers that may hinder the implementation of
promising e-government initiatives? )

One of our key management objectives is to identify and remove barriers to
efficient and effective management. In the area of e-government, we are
addressing these barriers through the work of the E-Government Committee of the
President’s Management Council. That committee will identify such barriers and
offer recommendations to remove them. However, in one area -- e-grants — we
recently submitted to Congress a set of recommendations for statutory and
administrative changes necessary to achieve the goals of streamlining the grants
process. We are working to address the necessary administrative changes. We
hope to work with the Governmental Affairs Committee to resolve the remaining
statutory impediments. - -

What would you estimate the total cost of the President’s E-Government
Strategy—as being implemented through the 24 cross-cutting projects—to be? In
addition, what do you estimate the cost savings or cost reductions to be that are
associated with this strategy?

Clearly, implementation of a number of the e-government initiatives will be
resource intensive, but we do not yet have final cost estimates for the entire
program. In general, the 24 initiatives were selected because they offered an
opportunity to integrate redundant IT investments in a manmer that should lead to
better results and more citizen-centered government. We are currently working
on a financing strategy for all of the initiatives and would be happy to share this
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information with the Committee once it is developed.

14.  In your view, what steps should the Administration take to improve and encourage citizen
use of the federal government's portal, FirstGov?

Answer:

The operating goal of FirstGov is now "three clicks to service" -- citizens should
be able to access key information and services through FirstGov within three
clicks of a computer mouse. In my view, we should meet the demands of the
public by delivering information and services in a citizen~centered manner, a
fundamental goal of the President's Management Agenda.

15.  The Government Paperwork Elimination Act (GPEA) requires agencies to develop
capabilities by October 2003 to permit, where practicable, electronic maintenance,
submissions, or disclosure of information, including the use of €lectronic signatures.

Answer:

Answer:

To what extent do you believe that agencies will have the required capabilities by
the deadline? What, if anything, does OMB need to do to facilitate this process?

By October 21, 2003, agencies are to provide the option for electronic filing and
electronic signature capabilities for the full range of government activities and
services, unless it is not practicable to do so. Agencies have made a commitment
to develop an implementation schedule to meet this. OMB is in the process of
gathering information on agency compliance with GPEA. Agencies are being
asked to discuss their overall GPEA strategy, their schedule, and what additional
capabilities they will need to meet the deadline. :

To ensure agencies are on track for a successful implementation, OMB should
continue to provide recommendations to each agency, and will use current
authorities including the Paperwork Reduction Act review process to help
agencies move forward.

Will the electronic processes required by this Act significantly reduce information
collection burdens? In your view, what additional electronic processes, if any,
should be considered?

Implementing an electronic process does not automatically reduce the burden of
information collection. Iam advised that OMB has encouraged agencies through
the budget review process to implement those projects with a positive return on
investment for the agency and the public. The E-Government initiatives also
include electronic processes that cross government lines which have the potential
to reduce the burden on the public in a wide range of areas, a good example being
our e-grants initiative, led by HHS.
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What do you see as OMB's role in leading, facilitating, and policymaking to
ensure the successful government-wide implementation of this Act?

1 see OMB continuing to use its management and budgetary tools, as well as its
technical expertise, to push for full and timely implementation of this Act.

16.  The federal government is facing a tremendous challenge in preserving electromic records
in an environment of rapid technological change. How should OMB work with the
National Archives and Records Administration (NARA) to develop the approaches and
technology needed to address this challenge?

Answer:

E-records management was adopted as one of the 24 E-Government initiatives.
NARA is the managing partner for this initiative. This initiative has been defined
to address challenges related to electronic records so that they may be preserved
for future use by the government and citizens. The objective of this initiative is to
provide the tools that agencies need to manage their records in electronic form
and guidance on electronic records management applicable government-wide, and
the necessary capability of agencies to transfer electronic records to NARA in a
variety of data types and formats.

17.  Making government information more accessible to citizens is a fundamental purpose of
e-government. How will the planned Quicksilver e-government initiatives make
information more accessible to citizens? What further actions are needed?

Answer:

The goal of E-Government initiatives is to leverage resources like the Internet.
The initiatives bring together agencies that had, for the most part, developed and
delivered services themselves without regard to similar services being delivered at
other agencies. By bringing together similar agency efforts into one initiative
agencies can leverage each others’ resources, unify service delivery, and provide
the citizen with services based on citizen needs rather than the needs of one
agency. This in turn provides quicker service, reduced reporting burden, easier
use, and more comprehensive information and services. Full implementation of
these projects will be a high priority in the coming months.

18.  Enterprise architectures are essential blueprints for inter- and intra-agency operational
and technological change. Without these blueprints, agency operations and their
supporting systems evolve in a non-integrated, stove-piped fashion, and result in
duplication of effort and poor information sharing.

Answer:

What is the state of enterprise architecture use in the federal government today?
How does OMB expect this to change?

Enterprise architecture has been incorporated in agency scorecards for expanding
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e-government. This is fully discussed on an agency-by-agency basis in the
Analytical Perspectives volume of the President’s ‘03 Budget. Clearly, there is
much room for improvement in this area. If confirmed, I hope to demonstrate
improvement through these initiatives.

What is OMB's role in promoting development and use of enterprise architectures
by individual agencies and across agencies, such as in e-government initiatives?

OMB’s role in promoting the use of enterprise architecture has been led by the
Associate Director for IT and E-Government. Where appropriate, agencies are
working together to develop comprehensive business cases. This requires as their
foundation cooperation, coordination, and standardization among participating
agencies.

What is your plan for ensuring that the 24 e-government initiatives are guided by
enterprise architectures?

OMB approves the business cases developed to implement these initiatives.
Clearly, a necessary component of these cases is the plan to design and implement
an enterprise architecture. If confirmed, I will strongly support the development
of enterprise architecture for all our e-government initiatives.

What are your plans for increasing federal agencies' adoption of sound enterprise
architecture (EA) management principles and achieving successful EA
implementations?

If confirmed, I will work through the President’s Management Council and by
using the Executive Branch Management Scorecard for the e-government
initiatives.

19.  Over the past few years OMB has increased the reporting requirements described in
Circular A-11 and the Exhibit 300, which agencies must follow as part of the budget
submission process. For the curtent budget cycle this trend continues with additional
focus on security and privacy, enterprise architecture, and GPEA for all major IT
projects. In addition, questions have been included which pertain to Capital Asset Plans
for all assets.

Answer:

Is OMB able to provide quality reviews of this information with its available staff
and resources?

Yes.

How does OMB plan to use this more extensive data to oversee agency IT
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investments throughout the year?

Answer: I understand OMB will use the Section 300 business cases and the agency IT
investment portfolios in concert with the Federal Enterprise Architecture Business
Reference Model to ensure linkage and support of the Presiderit’s Management
Agenda.

Procurement Policy

1. The federal government spends more than $200 billion a year acquiring goods and

services. Are there changes you believe are necessary to make the contracting process
more productive?

Answer:

Generally, 1 believe we should ensure that there is a proper balance between
improved efficiencies achieved through new acquisition initiatives and the
fundamental concepts of competition, fairness, integrity, due process, and
transparency. . In making the contracting process more productive, we must
eliminate “stove- piping” and better integrate the roles played by requirements
and contracting personnel. Requirements personnel must be educated about the
positive role that can be played by contracting officials when they are involved
early in the process. Contracting personnel can make an enormous contribution
to the acquisition process if they are involved when the requirement is first
defined.

2. Recent years have seen an increase in the use of government-wide and interagency
contract vehicles. Some have praised these as simpler and more responsive vehicles for
meeting agency needs, while others have raised concerns that agencies are using these
vehicles to short-cut competition requirements and are wasting taxpayer dollars. What is
your view of these contract vehicles? How will you ensure that these contracts are used
to best leverage the government’s buying power while satisfying contractual
requirements?

Answer:

I will look to the Office of Federal Procurement Policy (OFPP) to take whatever
steps may be necessary for ensuring that agencies use competition and good
contracting practices, including through these streamlined tools, to achieve the
type of positive results that taxpayers should rightfully expect from a
performance-based government. I recognize the need for contracting tools that
enable agencies to meet their needs on a timely basis. At the same time, I
appreciate well that effective investment of taxpayer dollars demands that
agencies consistently take advantage of competition to achieve good quality at
lower cost. I am aware of OFPP’s effort to lead an interagency group that is
evaluating both current acquisition trends as they affect use of competition and
ways to ensure competitive market pressures are brought to bear in meeting
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mission needs. I understand from the OFPP Administrator that interagency
contracting through streamlined tools such as multiple award contracts and the
multiple award schedules (MAS) program is a particular focus of the group’s
review.

3. Over the past decade the federal government has significantly increased its acquisition of
services. Annually, the government acquires nearly $130 billion of services, more than
twice the amount spent on products. However, the GAQ and others continue to find
instances in which the government is not obtaining fair and reasonable prices and is
avoiding competition.

. Do you see these issues as being systemic across the government?
Answer: Yes.
. In your view, what are the principal causes of these problems?
Answer: Government contracting policies and management practices are, in many respects, ..

still largely geared towards the acquisition of products, which was the traditional

__focus of Federal acquisition. As the question points out, however, agencies have
increasingly been turning to the marketplace for services, i.e., for managed
solutions, rather than products, to meet their needs. Unfortunately, acquisition
policies and management practices have not evolved sufficiently to reflect this
new emphasis. As a result, the acquisition workforce lacks the guidance and -
structure it needs to award and manage service contracts in a cost-effective
manner. This problem has been exacerbated by the fact that services, by their
very nature, can be more difficult to describe than products and require the
exercise of a greater level of judgment in the contracting process -- both of which
can increase the government’s vulnerability to poor results without proper
guidance and management attention.

4. In April 2002, the Commercial Activities Panel, chaired by Comptroller General David
Walker, issued its final report. Sharp disagreement among members existed on several
important issues.

. ‘What is your view regarding replacing OMB Circular A-76 with a Federal
Acquisition Regulation (FAR)-based approach?

Answer; As we assess how to improve A-76 to make it faster and more fair, we need to
recognize that there are not any “silver bullets.” OFPP has set up an interagency
working group to provide input into several changes that could be made to OMB
Circular A-76, including ones that would reduce the time it takes to complete
competitions and add consideration of “best value.” The intent will be to test and
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evaluate the new system. We will attempt to take the best elements of
private/private competitions that are governed by the Federal Acquisition
Regulation and the best elements of the current A-76 process. Certainly, “best
value” seems to. be more appropriate in some areas than in others.

Some believe that using the “best value” standard in the public-private
competition process favors contractors over federal employees in making award
decisions. Do you agree?

_ No, in fact we have heard from Federal employees who believe that the “best

value” approach could favor the in-house group winning the competition.

Do you believe that the “best value” standard can be quantified objectively, or is it
too open to manipulation in the awarding of contracts?

‘While the use of “best value” does involve a degree of subjectivity versus a pure
cost comparison, the testimony provided to the Commercial Activities Panel
suggests that agencies should not be prohibited from using elements of “best
value.”

If the Administration determined that it favored adopting a “best value™ standard,
what legislative changes would be required?

My understanding is that legislative changes would not be required.

Should a “best value” standard be adopted, what steps should the government take -
to ensure that costs are still contained?

Our goal is for the taxpayer to be well-served by taking into account costs. The
agencies should focus on costs, especially for commercial activities that are
recurring and where performance quality is well-understood. One approach could
be to track and compare the costs of similar services acquired across government
or the private sector.

5. 1t is important that accurate data on the cost of contracting be reported. What steps do
you believe would be appropriate to ensure that this goal is achieved?

Answer:

I understand that agencies identify the funds they obligate on government
contracts using the Federal Procurement Data System (FPDS). Apparently, FPDS
does not track the costs of contract administration, which are more difficult to
define and ¢ollect. There may be a need to explore methodologies and processes
to better serve the acquisition community.
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6. Last year, OMB issued guidance directing all departments and agencies to compete or
directly convert in FY2002 the work of 5 percent of the FTEs (full time equivalents)
listed on the Federal Activities Inventory Reform Act (FAIR) inventories with increases
to up to 50 percent in the coming years. Do you agree with these goals? If so, what do
you believe is the policy rationale for the goals? To your knowledge, to what extent does
the outsourcing process undertaken by the Administration include a determination of
whether the work could be done more efficiently by federal employees or contractors?
Do you believe such a determination should be part of the process?

Answer: Yes, I support the overall goals of the Competitive Sourcing Initiative. But the
application of numerical goals to individual agencies needs to take into account
their different circumstances and starting points. OMB recognizes that agencies
need to build a significant infrastructure for public/private competitions and to do
that, agencies need to initiate the process with time lines, training, and a
reasonable balance of competitions and conversions. I believe the competition
goals help provide a results-oriented framework for measuring our progress
toward achieving the benefits of competitive sourcing. The goal of the process is
to determine who is best positioned do the work most efficiently. Studies have
shown repeatedly that after a public-private competition, regardless of who wins,
cost savings exceed 20 percent and performance is enhanced. As agencies decide
how to meet the President's competitive sourcing goals, they should be given
considerable latitude to decide which commercial activities to study. The relevant
factors agencies examine should revolve around how the commercial activity can
be accomplished more effectively and efficiently. No matter which direction
agencies take, they must focus on "commercial" as opposed to "inherently
governmental” activities and should perform the competition with as much
mvolvement from the employees and their representatives as possible.

7. An April 17, 2002 letter from Angela Styles, Administrator, Office of Federal
Procurement Policy, OMB, to the Comptroller General providing OMB’s comments on
the report of the Commercial Activities Panel stated that “OMB will revise the criteria for-
success [in the Administration’s competitive sourcing initiative] to require agency
competition plans to include the following elements: ... (3) the consideration of
opportunities to allow the public sector to compete for new work and work currently
performed by the private sector.” As DDM, how will you assist agencies in
implementing OMB’s recommendation?

Answer: T will assist agencies in meeting our agreed-upon criteria for success. OMB has
been working with each agency separately and has taken into account
circumstances that are unique to individual agencies. If an agency believes that
the existing workforce has the capabilities to compete for new work or work
currently performed by the private sector, there should be consideration given to a
competitive sourcing opportunity. Angela Styles’ letter to the Comptroller
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General applauds the Panel for endorsing the principles of competition, the
principles that make up the heart of the competitive sourcing initiative. The letter
also reaffirms the importance of setting goals for the agencies and crafting
individual plans to lay the foundation for current and future competitions.

IV. Relations with Congress

1. Do you agree without reservation to respond to any reasonable surmmons to appear and
testify before any duly constituted committee of the Congress if you are confirmed?

Answer: Yes.

2. Do you agree without reservation to reply to any reasonable request for information from
any duly constituted committee of the Congress if you are confirmed?

Answer: Yes.
V. Assistance

1. Are these answers your own? Have you consulted with the Office of Manégement and
Budget or any interested parties? If so, please indicate which entities.

Answer: 1 did consult with staff of OMB, on whom I will rely in meeting the
responsibilities as DDM, on some areas within specific areas of expertise. But the
ANSWErS are Iy OwIl .

AFFIDAVIT
L M pz i \J\) Egg so A/ being duly swormn, hereby state that I have read and signed the

foregoing Statement on Pre-hearing Questions and that the information provided therein is, to the
best of my knowledge, current, accurate, and complete.
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The President’s
Management Agenda

President Bush’s vision for government reform is guided
by three principles. Government should be:

« (itizen-centered, not bureaucracy-centered;
* Results-oriented; and

* Market-based, actively promoting rather
than stifling innovation through competition.

The President has called for an active but limited govern-
ment that focuses on priorities and executes them well. And
rather than pursue an array of management initiatives, the
administration has elected to identify the government’s most
glaring problems—and solve them. The President’s Manage-
ment Agenda is a starting point for real, sustainable manage-
ment reform. (See Figure 1.)

The first governmentwide nitiative, Strategic Management
of Human Capital, focuses on attracting highly talented and
imaginative people to the federal government to improve the
service provided to our citizens. Competitive Sourcing

-parts of governmnent to competition so that they may
better provide what customers want while controiling costs.
Studies have shown that public-private competition improves
business processes and reduces costs generally by 20 percent
or more. As mentioned above, Improved Financial Pexfor-
mance focuses on improving how government manages its
money—reducing, for instance, the billions in erroneocus
payments the government makes every year. Expanded
E-Government harnesses the power of the Internet to make
government more productive and accessible to our citizens.
Finally, Budget and Performance Integration begins the
process of linking resource decisions with results and provid-
ing information needed to hold government accountable.

Executive Branch
Management Scorecard
Will Measure Success

To ensure accountability for performance and results, the
administration is using an Executive Branch Management
Scorecard.? The scorecard tracks how well departments and
agencies are executing the President’s management initiatives
and where they stand at a given point in time against overall
standards for success.

The scorecard employs a sinple “trafficlight” grading sys-
tem common today in well-run businesses. Scores are based on
standards for success’ defined by the President’s Management
Coundil after consultation with experts in government and
academe, including individual fellows from the National
Academy of Public Administration. Under each of the five sets
of standards, an agency is “green” if it meets all of the stan-
dards for success, “yellow” if it has achieved some but not alt
of the criteria and “red” if it has even one of a number of fatal
flaws. Getting to “green” on the Executive Branch Manage-
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ment Scorecard will require significant and sustained effortby
federal agencies, but will result in unprecedented improve-
ments in the management of the federal government.

The grades on the Management Scorecard submitted with
the Fiscal Year 2003 President’s Budget could bebest described.
as a “sea of red.” The admirustration’s baseline evaluation: of
departments and agencies against the standards for success
shows mostly poor scores with 85 percent red—and only one
green rating for financial performance at the National Science
Foundation. Only four of the major departments and agen-
des scored “yellow” in financial management. The National
Aeronautics and Space Administration (NASA} graded
yellow, but unforturiately now slips back to red as a result of
a disclaimer on its Fiscal Year 2001 financial staterments.

Figure 1:
The President’s
Management Agenda

Govemmentwide Initiatives

* Strategic Management
of Hurnan Capital

» Competitive Sourcing
? Improved Financial Performance
? Expanded E-Government

* Budget and Performance Integration

Agency-specific Initlatives

r.

Faith Based and Community Initiative

@

Privatization of Military Housing

@

Better R&D Investment Criteria

@

Elimination of Fraud and Error in
Student Aid Programs and Deficiencies
in Financial Management

@

HUD Management and Performance

@

Broadened Health Insurance
CoverageThrough State Initiatives

> A”Right-Sized” Overseas Presence

@

Reform of Foed Aid Programs

o

Cocrdination of Veterans Affairs and
Defense Programs and Systems
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Improved Financial
Performance

The standards for Improved Financiat Performance are am-
bitious. They were reviewed and approved by the Secretary of
the Treasury, the Comptroller General and the Director of the
US. Office of Management and Budget (OMB). To achieve a
“green” rating, an agency must meet all of the following crite-
ra:

« Financial g ystems must meet federal financial
management system requirements and incorporate applic-

able federal accounting and system standards as reported
by the agency head;
e The agency must be able to produce accurate and timely
fimancial information;
Tt must have integrated financial and performance man-
agement systerns supporting day-to-day operations; and
The agency must be able to produce an unqualified and
timely audit opinion on its anmual financial statements with
o material internal control weaknesses reported by the
auditors. :

The Fiscal Year 2001 financial statements of the 24 major de-
partments and agencies that were received on February 27
demonstrated modest but important progress in improving
financial performance. As in the Fiscal Year 2000 reports, 18
agencies received unquelified opinions, although the govern-
mentwide statement was disclaimed. Five agencies—the US.
Departments of Agriculture, Education, Justice and Trans-
portation, and the U.S. Agency for International Develop-
ment~showed marked improverent in the quality of their
financial statements. Two agencies—NASA and the Federal
Emergency Management Agency—deteriorated from last
year.

Even though federal agencies are making progress toward.
the goal of clean finandial statements, we are raising thebac As
Treasury Secretary Paul O'Neill said, “Tt takes the federal gov-
emment five months to close our books. .. This is not the stuff
of excellence.” For financial information to be useful, we must
receive it on a regular basis, not just once a year and not five
months after the fact. So we are accelerating the due date for
agency financial statements from February 27 in Fiscal Year
2001 to November 15 in Fiscal Year 2004. The governmentwide
finandial statements will then be completed by December 15,
three-and-a-half months earlier than is currently the case. With
these accelerated due dates, agendes will have toreinvent their
business processes and improve their systems to produce more
readily the financial information necessary to prepare financial
statements.
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Expanding E-Government
and Implications for
Financial Systemns

Another of the five governmentwide management reform
initiatives has profound implcations for financial manage-
ment systems. The goal of the e-government intiative is to
make the governmenta “click and mortar” enterprise—more
accessible, effective and efficient. Instead of roaming around
thousands of websites, Americans should need only two or
three clicks to get service online. To achieve a “green” rating,
an agency’s major information techniology projects must meet
all of the following criteria. Projects must

& have a defensible business case;

* be within 90 percent of cost, schedule and performance
targets; and

» demanstrate progress towards realizing the e-government
goals through progress toward or participation in: at least
three delineated areas.

These e-government criteria require agencies to have well-
managed mformation technology project portfolios that
achieve defined benefits and also pursue e-government strate-
gies and modem integrated technologies on a collaborative
basis so that investment and benefits are shared across ager-—
cies. Scores on the e-government goals suggest that federal
agencies are getting better at leveraging the potential of tech-
nology to serve ditizens, partner productively with business
and achieve greater intemal effidency. Nine agendies achieved
yellow for expanding e-government. OMB's E-Government
Strategy,! issued in February 2002, highlights 24 cross-cutting
initiatives selected based on the greatest value to dfizens, po-
tential improvement in agency operations and the likelfhood
of deployment within 18 t 24 months. Several of these projects
will have direct impact on the standardization of data and
financial tions, while reducing costs.

The Fiscal Year 2003 budget emphasized improved infor-
mation technology management and governance, stressing
the importance of developing agency enterprise architectures,
which are “blueprints” that systematically and completely
define an organization’s baseline and target environments.
They identify redundant organizations, processes and projects
to unify and simplify business lines, identify opportunities for
cross-agency applications and identify processes and projects
that could be better performed in the private sector.

To meet the President’s goals for financial performance,
agency financial systems must transition to business process-
esand mternal controls that “build in” data quality at the start
of the transaction. In the future, agencies will simply nothave
time to conduct the cumbersome, manual recondlation
processes thathave produced financial statements in the past.
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Major Problemns in
Financial Systams

The current inventory of federal finandal systems is not
well-positioned t meet this higher bar. Agency audit reports
provide a litany of limitations: significant numbers of agen-
cies with inadequate recondliation procedures, lack of timely
and accurate recording of transactions, poor finandial system
integration, noncomphiance with accounting standards and
‘weak information security.

Looking at our financial system inverrtory and comparing
it with the private sector pomnts to major problems in federal
financial management. A 1998 analysis® of 11 federal organi-
zations performed by the Hackett Group illustrates the chal-
lenges facing the federal government. The study found that
although federal agencies usually spent less on finandial man-
agement operations, they generally operated more systems
than their private sector counterparts, The Hackett study found
that federal agencies had 17.2 systems per $1 billion in rev-
enue, while the companies it examined had an average of just
12.6. Federal systems were also older. However, the more
enlightening finding included the fact that federal agencies
allocated their work force to processing transactions rather
than decision support—the tools, techniques and methods
used to facilitate the decision-making process. Financial man-
agement in the federal government appears less expensive
than the private sector because the federal governmentinvests
too little in decision support.

Research, also by the Hackett Group, published inr 2001,
found common practices among high performing compartes.®
These best practices, described by the Hackett Group as tran-
scending traditional fimctional and organizational boundaries,
include some of the following:

» Increased focus on standardization to gain cost and
information benefits;

*» Use of outsourcing to optimize performance, enable rapid
scalability and reduce overall costs; and

« Cansistent data availability, a critical component of faster, more
informed decision-making and improved servicelevels.

These studies demonstrate that high performing organiza-
tions pay less total cost for their financial managementinall di-
mensions—labor, systems, etc.—and receive greater dividends
in terms of quality information because they do it onge, faster,
and use standard data and simplified business practices. This
is what it will take to meet the goals not just for the Improved
Financial Performance objective, but for all areas of the
President’s Management Agenda.
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Getting to Greer

Across the board, the administration is focusing on capital
planning and investment control, enterprise architecture and
ce management as critical disciplines essential to
achieving benefits from the more than $50 billion invested
annually by the government in information technology. A few
examples highlight renewed agency commitment to using
technology and systems to improve financial management.

¢ The Department of Defense (DoD}—Scon after his ap-
pointment, Secretary Donald Rumsfeld directed Pentagon
leadership to conduct a complete overhaul of financial
management practices and processes. He gave his Under
Secretary of Defense (Comptroiler), Dov Zakheim, the
authority and resources to get it done. The reform effort
now under way plans fundamental and sweeping changes
to financial management practices and supporting infra-
structure. A key step is imposing discipline. DoD is devel-
oping an “enterprise architecture” that will serve as the
blueprint to construct its future financial management in-
frastructure. This architecture will include departmentwide
standards and will enunciate how to modernize and link
‘both systems and business processes that cross functional
areas such as logistics, persomnel, health care, accounting,
finance and others. This is a huge undertaking with many
steps. Overcoming service rivalries will remain a challenge,
but DoD is off to a great start.

* The Department of Health and Human Services (HHS)}—
This agency currently operates five accounting systems that
traditionally have failed to use up-to-date technology. On
June 14, 2001, Secretary Tommy Thompson directed that
the number of financial management systems be reduced
from five o two and he insisted that they encompass the
most modem and sophisticated practices now in use. This
projectis known as the Unified Financial Management sys-
tem. Tewill allocate FIFES' full costs for services and products
to each program or initiative because it will be a standard,
efficient systern. This will enable HHS to link operating and
finandial information.

* TheE-Payroll Initiative, led by the U.S. Office of Persormel
Management, is designed to simplify and unify elements of
the payroll process to consalidate and integrate payroll sys-
tems across government. This effort will provide severat
humndred milfion dellars in savings to organizations, signif-
icantly reduce future information technology investments
and could foster direct privatization.

To help agencies get to green, the Chief Financial Officers
Coundil recently established a new committee structure to
mirror the initiatives of the President’s Management Agenda.
The committees include: best practices, budget and perfor-
mance integration, systems/e-government, human capital,
financial statement acceleration and reducing erroneous
payments. One of these committees, the erroneous payent
comumittee, includesa parnership between the Chief Finandal
Officers Council and the President’s Council on Integrity and
Efficiency, the coundil of Inspectors General.
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Conclusion

Theadministration s taking exciting and long overdue steps
to improve government management. But the President’s
Management Agenda has limited its focus on five initiatives to
ensure that attention is concentrated on achieving manage-
ment improvements in these areas. If we achieve the goals of
the President’s Management Agenda, we will have taken a
big step toward improving the efficiency and effectiveness of
federal programs and thereby increasing the trust of the
American people in their federal government.

‘End Notes
1.The P Agenda, August 2001

i )
2 The Budget of the United States Government, Fiscal Year 2003, Govern-
ing wi il i html)
3. Analytical Perspectives, the Budget of the United States Government
Fiscal Year 2003, 2t page 409.

4.US. Officeof Budget, “E-Gt
Stmplified Delivery of Services to Citizens,” February 27, 2002.

J
5. The Hackett Group, 1998 Government Finance Benchomarks Results,
Presented ixth A; d G CFO Retreat, April 20, 1999.
Participating federal agencies indluded the US, Department of the Interior,
the .S, Depastment of the Treasury, the U.S. Department of Veterans Affairs,
the General Services. ini: ion, the Nuclear issi

the National Science Foundation, the Environmental Protection Agency, the
5 < "

Service- polis, the Kansas Depart-
ment of i FWorker's G and the
Coast Guard Finance Centet.

6. Hackett Benchmarking and Research, 2001 Book of Numbers.
(www hacketthighuay.com findings/)

Mark W. Everson is controller of the Office of
Federal Financial Management at the U.S.
Office of Management and Budget (OMB). At
press time, his nomination to the post of
deputy director for management at OMB was
pending.

SUMMER 2002

JOURNAL OF GOVERNMENT FINANCIAL MANAGEMENT 15



The following are slides used to discuss the President’s Management Agenda and the

associated management scorecard.

Management Priorities Facing the
Bush Administration

President’s Management Agenda

+ Objective: To improve the management

and performance of the Federal Government
_* President Bush: The areas “...we have

targeted address the most apparent
deficiencies where the opportunity to
improve performance is the greatest™

« Five Government-wide and nine agency-
specific initiatives

Government-wide Initiatives

« Strategic Management of Human Capital
+ Competitive Sourcing

» Improved Financial Performance

- Expanded Electronic Government

« Budget and Performance Integration

Agency-Specific Initiatives

« Faith-Based and Community Initiative

+ Privatization of Military Housing

« Better Research and Development
Investment Criteria

« Elimination of Fraud and Error in Student
Aid Programs and Deficiencies in Financial
Management

Agency-Specific Initiatives

+ Housing and Urban Development
Management and Performance

» Broadened Health Insurance Coverage
through State Initiatives

« A “Right-Sized” Overseas Presence

« Reform of Food Aid Programs

+ Coordination of Veterans Affairs and
Defense Programs and Systems

Strategic Management of Human
Capital

« Looming retirements; skill imbalances;
cumbersome personnel policies

 Reduce layers between citizens and
decision-makers; better align skills

« Greater flexibility to acquire and develop
talent and leadership




72

Competitive Sourcing

« Public-private competition improves
business processes and reduces costs;
generally saves 20% or more

+ Nearly half of Federal jobs perform tasks
readily available in ial marketpi

« Simplify procedures for competition and
evaluation

Improved Financial Performance

+ Accurate and timely information needed to
support decision-making; Government has
neither

— Accelerated financial reporting deadlines
~ Track and reduce erronecus payments

Expanded Electronic
Government
« Create easy-to-find single points of access
to Government services
« Provide high quality customer service

« Reduce reporting burden on businesses by
sharing electronic information

 Automate internal processes to reduce costs

Budget and Performance
Integration

Provide greater focus on performance and
accountability
Depict full costs of programs and associated
outcomes
Reinforce high-performing programs and
reform or terminate non-performing

» Increase access for persons with disabilities activities
Accounting for Employee .
Retirefn ol CO;S Y How Will We Manage?

« Show full cost of budgetary resources
where and when they are used

» FY 2003 Budget corrects long-standing
understatement of true costs of programs by
allocating retirement and retiree health and
expense accounts from central accounts to
affected salary and expense accounts

« President’s Management Council
~ Charged with implementingPresident’s
Managemernt Agenda
~ COOs of Cabinet departments and major
. agencies
— Meets monthly; reports and monitors results
« Executive Branch Management Scorecard
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Executive Branch Management
Scorecard
« Tool to measure progress toward achieving
President’s Management Agenda
« Standards for success in each initiative
- Summarize current status and progress
» Provide baseline as of September 30, 2001

- e o @
- @ Ses® ®
=3 =e e
- 0 O g. -
- e & . O
- & @ - O
- O @ - ®
o ® O o e
- ® O Qo O
z83 g2
- B ® O
- REO, o O
— OB [~ B =]
- ® O
Scones AR CLuTRATVE R e

Stuamdarda For Stmorr — i ia] Masmgraseat Resuits of FY 2001
® =) @ Agency Financial Audits
Emprovement.
I ol ] o 50 0T .
iyt " — Quaifiet: Educarion
Federals and camacta o v v Dischimers: USDA, USAID
T ooy
frory prbierrad
RN — Unehanged
o=x - G e Gl Commerce, DOE,
J—— e Al HHS, HUD, DOL DOL.
P gy e - zzomom S, Treasury, VA EPA.
» Unpmaied swi tiem by vats A wdumbirarscin GSA/NRC, N¥F, OPM..
pimea ﬁ:llhﬁl SBA,SSA
oot bt e J— Disclzimer: DOD
fremiovetnpen
S il
frrpyirwaieird Detsioraion
- Qualifiot FEMA
JFMIP Principals FASAB Reconstitution
« Met in August 2001 for first time! « Signed MOU to reverse FASAB

« Subsequent meetings in October, January

 Next meeting April 11

« Strategic discussion of financial
management issues

membership from 6 Federal and 3 non-
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Restructured CFOC Commi ttees

» Human Capital

» Systems/E-Government

« ‘Erroneous Payments (joint with PCIE)
» Financial Statement Acceleration

+ Best Practices

+ Budget and Performance

+ Financial Asset Management
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Questions for the Record
Submitted by Senator Daniel K. Akaka
Committee on Governmental Affairs
Nomination Hearing for Mark Everson
Deputy Director for Management, OMB
July 17, 2002

Question No. 1 As you know, OMB Statistical Policy Directive 15, which governs the
racial and ethnic data collection by federal agencies, was revised in 1997, Native
Hawaiians were disaggregated from the Asian Pacific Islander category and a new
category entitled, "Native Hawaifans and Other Pacific islanders" was created. The
Directive gives agencies until January 1, 2003 to make all existing recordkeeping or
reporting requirements consistent with its standards.

What steps will you take as OMB Deputy Director for Management to ensure
proper implementation of the directive by all federal agencies by 2003? Also,
how would you ensure that all agencies are informed of the new standards and
understand its requirements?

Given the 2003 impiementation date, how do you propose ensuring fuil
compliance with the requirements in the Directive? Moreover, provisions of the
directive took effect immediately in 1997 for all new and revised recordkeeping
or reporting requirements that include racial and/or ethnic information. What
action will you take to ensure compliance with these requirements?

Answer: Since the initial release of the Standards for Federal Data on Race and
Ethnicity (formerly known as OMB Statistical Policy Directive 15), which set out the
change in policy requiring the disaggregation of Native Hawaiians from the Asian or
Pacific Islander category, OMB has continued to reach out to agencies to ensure that
they are aware of the changes to the standards. Moreover, OMB has continued to
work with an interagency group to address implementation issues. In addition to
issuing substantial related guidance, all agency information collections submitted to
OMB under the Paperwork Reduction Act have been checked to make sure that
questions on race and ethnicity conform to the 1997 standards. | am unaware of any
instances where agencies have failed to comply with OMB’s Standards for Federal
Data on Race and Ethnicity. if confirmed as Deputy Director for Management at OMB,
| will make every effort to ensure that agencies that collect such information are aware
of the change in policy and have made the appropriate changes to recordkeeping or
reporting requirements that include racial and/or ethnic information. | will work with
Senator Akaka’s office to make sure that whatever concerns he or other members of
the Committee have with regard to implementation of this policy are addressed.

Question No. 2 Last November, the Office of Federal Procurement Policy cautioned
that some federal agencies have outsourced too many functions and should consider
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bringing work back into the government. Do you agree with this assessment? And
if not, why?

Answer: OMB is currently assessing whether agencies have struck the right balance
in their sourcing decisions. Some departments, such as the Department of Housing
and Urban Development, have outsourced a high level of activities over the past
decade. The overall problem that the President has asked OMB fo address is the lack
of competition in the federal government when it comes to providing services that can
be found in the “Yellow Pages.” We are engaged in an agency-by-agency
assessment of competitive sourcing plans, which includes consideration of the extent
to which functions have already been outsourced. As we update our scorecard,
agencies will be required to assess whether they have current contracts that should be
competed with existing in-house staff.

Question No. 3 As OMB Controller, you'have worked to improve visibility in the cost
of government functions. According to the General Services Administration, the
federal government procures more than $200 billion annually for goods and services,
As Deputy Director of Management, what additional actions would you ensure
that OMB has accurate information on the total number and cost of federal
contractors?

Answer: We need more accurate and cost-effective data collection processes to
track our acquisition efforts. We must transform our outmoded data collection system
(i.e., the Federal Procurement Data System), which has remained largely unchanged
in its 28-year existence, into a modern management information system to support
critical agency business decision-making. | will look to OMB’s Office of Federal
Procurement Policy to continue working with the General Services Administration, the
Department of Defense and other procuring agencies in the development of a new
system that takes better advantage of current technological capability, is easily
accessible, and provides timely, relevant, and reliable acquisition information to help
members of the acquisition community gain better insight into federal acquisition
activities.

Would you recommend new accountability standards for federal contractors?
And if not, why?

Answer: The government already has effective accountability standards for federal
contracts in the form of Cost Accounting Standards. These standards are designed to
bring uniformity and consistency in the measurement, assignment, and allocation of
costs to Government contracts. These accounting principles apply to negotiated, non-
commercial, fixed-price contracts where competition is lacking; and, also to all flexibly
priced contracts where payment to the contractor is made based upon incurred or
claimed costs that exceed certain dollar threshoids.
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All contracts should be well structured to produce cost-effective quality performance.
This is the essence of performance-based government. In this regard, | expect to rely
heavily on the Office of Federal Procurement Policy, which is currently working with
agencies to shape contracts, whenever possible, around desired mission-related
outcomes as opposed to how work is performed.

Question No. 4 Last year Director Daniels stated that federal agencies - especially
those agencies with homeland security missions - can expect funding increases. This
year OMB announced that it will provide a framework for agencies to assess how their
programs contribute to homeland security.

As Deputy Director of Management, how would you guide agencies to continue
to fulfill the essential functions which are not directly-related to homeland
security? How do you believe agencies should achieve the proper balance
between homeland security and non-homeland security missions?

Answer: The primary missions of the new department are identified in the President’s
proposal and include preventing terrorist attacks within the United States, reducing the
vulnerability of the United States to terrorism at home, and minimizing the damage
and assisting in the recovery from any attacks that may occur. This is a consequence
of the terrorist attacks of September 11", and the enhanced understanding that we
need strong measures to prepare for, protect against, and recover from terrorist
attacks. However, other missions of the components being transferred to the new
Department of Homeland Security are very important, required under statute, and
must continue. The challenges facing the new Department will require a renewed
focus on performance management. The Department of Homeland Security must set
clear performance goals and measures for its various missions and work to get the
tools and resources it needs to accomplish them. Like other agencies and programs,
OMB will assess agency performance against those clearly articulated performance
goals. | will pay particular attention to the performance of the new Department and
work to see that the Department’'s management strikes the right balance between
ensuring security of the homeland and addressing the other missions of the
Department.

Question No. 5 OMB plans to improve the A-76 process by including a number of
recommendations from the Commercial Activities Panel. One of the Panel's more
controversial recommendations is to change the standard that agencies use to decide
competitions from "lowest cost" to "best value.’

Does OMB plan to test the new process before agencies are required to use it?
And if so, how?

Answer: Every public-private competition should result in the best value for the
taxpayer. In many cases, the best value will be provided by the lowest cost source.
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There are factors, like technical proficiency or reliability, that may also be considered
when making sourcing decisions.

Any revision to A-76 issued by OMB will be published in the Federal Register for
public notice and comment. Once issued, implementation of the guidance will be
studied and needed changes will be made to the Circular.

As Deputy Director of Management, how would you ensure that public-private
competitions use objective cost-measures?

We want agencies to be able to use the range of options that are presented in the
FAR. Agencies must be objective and ensure the taxpayer receives the best deal
possible. We shouid be careful, however, not to introduce non-cost factors into every
activity subject to public-private competition. We are not, for example, going to have
best value competitions for mowing the lawn. Nonetheless, we are just as mindful of
the problems when the selection of an entity providing compiicated professional
services is made based strictly on low-cost, not taking into account factors that in the
long-run would lead to better performance at a lower lifecycle cost.

Question No. 6 in responses to pre-hearing questions, you noted the systemic
challenges that government faces in acquiring goods and services in a cost effective
manner. You also noted that the growing number of service contracts can be more
difficult to mange since they involve a greater degree of judgment in the contracting
process.

Do you believe that the use of the "best value"” standard would add to the
-challenge that agencies currently experience in controliing contractor costs?

How would you make certain that agencies have the resources they require to
manage contracts in a cost-effective manner?

Answer: Contract oversight is a critical responsibility of procuring agencies. [ will
work with the Office of Federal Procurement Policy to ensure agencies have adequate
resources to administer their contracts. However, the key to controliing contractor
costs is to ensure that contracts are properly structured to incentivize high
performance at reasonable cost. Applying performance-based contracting principles,
such as tying payment to performance, establishing objective measures of
performance, and utilizing incentives where appropriate, encourages contractors to
maximize performance. These principles should apply regardless of what factors are
used to make contracting decisions. But they are especially important where factors
other than cost are taken into account.
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