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COMMERCE, JUSTICE, SCIENCE, AND RE-
LATED AGENCIES APPROPRIATIONS FOR
2011

THURSDAY, MARCH 4, 2010.

DEPARTMENT OF COMMERCE

WITNESS
HON. GARY LOCKE, SECRETARY OF COMMERCE

Mr. MoLLOHAN. Well, good afternoon.

Welcome, Secretary Locke, to our hearing today.

Today we will hear from Secretary Locke of the Department of
Commerce. The fiscal year 2011 budget request includes $8.9 bil-
lion in discretionary funds for Commerce, a decrease of $5.1 billion,
or 36 percent below the fiscal year 2010 enacted level. The signifi-
cant decrease is attributable to the anticipated completion of the
2010 Decennial Census.

But there are some significant increases in the proposed budget
as well, including $809 million in the National Oceanic and Atmos-
pheric Administration, or NOAA, for satellites, catch shares and
conservation and climate change related programs, and $87 million
in the International Trade Administration, or ITA, for the National
Export Initiative.

Last week this subcommittee heard testimony from the director
of the National Institute of Standards and Technology, or NIST,
Dr. Pat Gallagher. Later this month, we will hold separate hear-
ings on the Economic Development Administration (EDA), NOAA
and the U.S. Patent & Trademark Office (USPTO), which will pro-
vide us with the opportunity to look more closely at programs with-
in those agencies.

Today’s hearing will allow us to touch on issues of Departmental
oversight and overarching policy issues affecting these agencies,
while also delving into issues and funding related to other Depart-
mental agencies, including the Census Bureau, the International
Trade Administration, and the National Telecommunications and
Information Administration (NTIA).

The 2010 Decennial Census has officially begun, with enumera-
tion in remote Alaskan villages completed. We look forward to a
status report and timeline for the rest of the country, as well as
discussions on current concerns, including the effectiveness and
cost of Decennial advertising.

Apparently, Census has gotten one thing right, Mr. Secretary,
because everyone appears to have seen the Super Bowl ad, what-
ever one might think of it.

o))
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NTIA has significant American Recovery and Reinvestment Act
responsibilities in overseeing $4.7 billion in broadband grant
awards. While there are concerns about the delay in first-round
awards, it is exciting to contemplate a future where high-speed
Internet connections are as common as telephones.

We also will discuss how ITA’s proposed National Export Initia-
tive will help promote U.S. exports and protect U.S. jobs from un-
fair export subsidies.

And finally, the Department has held a number of events and
made quite a few announcements in fiscal year 2010. At times, the
announcements are made well in advance of any actual implemen-
tation, and so details are scarce. The focus appears to be more on
getting good press coverage for the Department’s efforts and less
on the actual benefits to the public, so we intend to get to some
of those details today.

There is much to discuss, and Secretary Locke, thank you for
coming.

Following the opening statement of Ranking Member Wolf, we
will ask you to provide a brief summary of your written testimony,
and your written testimony will be made a part of the record.

And now, I will call on Mr. Wolf.

Mr. WoLF. Thank you, Mr. Chairman.

I apologize for being late. I had some veterans in my office I just
could not leave.

With that, I will just submit the statement for the record.

[The information follows:]
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Opening Statement — Ranking Member Wolf

Welcome back to the Committee Mr. Secretary.

As you know, for many years I have been raising concerns with our country’s unsustainable
deficit. On the surface your fiscal year 2011 budget request looks as if it makes good progress in
reducing government spending by proposing a $5 billion reduction. However, the reduction is
the result of $6 billion in non-recurring costs from fiscal year 2010 associated with the decennial
census. Nearly every other Commerce account is requesting program increases, some very large.

There are especially large increases in NOAA, primarily for the costs of pursuing a new polar
orbiting satellite program independent from the Department of Defense.

I hope to work with the Chairman to prioritize the Department’s needs within what should
rightly be a very austere environment for new spending.

1 appreciate that the Administration is proposing a new initiative to double the amount of US
exports, which is a laudable goal. However, when we look for new markets overseas we must
also do a better job:

protecting American intellectual property, particularly for dual-use technologies,
protecting our government and industry information technology networks from cyber
attacks initiated overseas; and

o ensuring that our trading partners respect the basic rights of their workers,

I look forward to discussing these and other issues with you today, and again, I am pleased to
welcome you and I look forward to your testimony.
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Mr. WoLF. Secretary Locke, I want to welcome you. Thank you
very much.

Mr. MOLLOHAN. Secretary Locke, as I mentioned, your statement
will be made a part of the record, and we invite you to summarize.

OPENING STATEMENT BY SECRETARY LOCKE

Secretary LOCKE. Well, thank you very much, Chairman Mol-
lohan and Ranking Member Congressman Wolf. I am pleased to
join you to talk about the President’s budget for the Department
of Commerce for fiscal year 2011.

With the 2010 census field operations ending this year, the Presi-
dent’s $8.9 billion request decreases overall spending from fiscal
year 2010, but funds targeted increases for vital economic activi-
ties. Because in these challenging times, the central mission of the
Commerce Department is very clear and straightforward, helping
American businesses become more competitive so they put more
people back to work.

I want to highlight four areas where the Commerce Department’s
efforts described in the 2011 budget are integral to that goal of put-
ting more people back to work. First, businesses use our unparal-
leled statistical and technical research to develop new products,
identify new markets and make long-term investments. For in-
stance, the National Institute of Standards and Technology, or
NIST, provides metrics that enable development of everything from
a National Smart Grid, advance manufacturing processes, to air-
port screening devices and new cyber security measures. NIST also
provides consulting services to American manufacturers to become
more efficient and profitable so that they become more viable and
competitive in a global economy.

Increasingly, businesses are turning to NOAA for its unmatched
weather and climate observations, and much of NOAA’s 2011 budg-
et increase will finance its added responsibilities to implement the
long called for restructuring of the National Polar-orbiting Oper-
ational Environmental Satellite System, commonly known as
NPOESS. This effort will help us better meet civil and military
weather forecasts, storm tracking and climate monitoring require-
ments.

And at a time when both businesses and the President have
called for more accurate and readily available climate information,
the fiscal year 2011 budget assigns additional responsibilities
NOAA’s proposed new Climate Service Office which is the result of
a proposed budget-neutral reorganization to bring together its ob-
servational and analytical resources, now scattered throughout
NOAA, all under one roof.

A second key function of the Commerce Department is overseeing
the patent protection that has incentivized American inventors and
entrepreneurs for over 200 years. When I came to the Department
of Commerce, the Patent and Trademark Office had a backlog of
almost 800,000 patent applications and a waiting period of over 3
years just to receive a yes or no on a proposed patent. We have al-
ready taken important steps to fix these problems, knowing that
every patent application waiting in line could be a new product not
going to market and a new job not being created.
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And through short-term surcharges and other fee provisions, as
well as upgrades to our outmoded IT systems, the 2011 budget will,
along with management innovations and employee process im-
provements, enable the Patent and Trademark Office to grant or
deny a patent within 12 months, and our goal is to do this by the
year 2014, except for those innovations that are also seeking FDA
approval, which takes several years.

Area number three, Commerce provides direct consultation and
funding to help communities develop crucial economic infrastruc-
ture through the Recovery Act’s Broadband Technology Opportuni-
ties Program, BTOP. By tomorrow, we expect to announce or will
have announced close to a billion dollars to lay or activate over
20,000 miles of high-speed Internet cable lines in underserved com-
munities. And the fiscal year 2011 budget provides critical funding
to ensure that all of these projects have rigorous oversight.

Our BTOP program, our broadband technology program is a true
public/private partnership because, just as the Federal Government
might fund construction of an interstate across the State and then
have local communities and governments build the streets and the
roads that branch off of it, our infrastructure grants fund super
high-speed Internet lines or highways that local providers, the pri-
vate sector, will then connect to or tap into to bring high-speed
Internet service directly to homes and businesses.

The 2011 budget also provides $75 million to our Economic De-
velopment Administration for planning and infrastructure grants
to help communities identify their unique economic strengths and
then to develop Regional Innovation Clusters similar to what we
have seen in Silicon Valley or the Route 128 corridor in Boston.

And area Number four, in foreign countries, the Commerce De-
partment serves as a lead advocate for U.S. companies looking to
break into new markets or grow their shares in existing ones. The
2011 budget provides a 20 percent increase to the International
Trade Administration, which, among other things, will allow us to
hire some 328 new trade specialists, mostly stationed in foreign
countries, to help find buyers and customers for U.S.-made goods.
And our target is for medium- and small-sized businesses, because
when American companies export more, they manufacture more;
and when they manufacture more, they hire more people. The
International Trade Administration will play a key role in imple-
menting the President’s National Export Initiative, which aims to
double American exports over the next 5 years and support 2 mil-
lion new jobs.

And as we implement all these programs, results, cost effective-
ness, performance and accountability are paramount objectives.
And so we take to heart the Department’s managerial challenges
and operational issues, as identified by our Inspector General, Todd
Zinser, and his staff. His findings are acted upon and used to re-
evaluate other operations and serve as benchmarks or metrics of
performance improvement.

We are pleased to support and pleased that the President has
granted our request in the 2011 budget to have increased funding
for the Inspector General for increased oversight of departmental
acquisitions and contracts.
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So I thank you for the opportunity to come before you today and
for your continuing support of the Department of Commerce and its
programs, and I look forward to your questions.

Thank you.

[The written statement of Gary Locke, Secretary of Commerce,
follows:]
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WRITTEN STATEMENT ON THE COMMERCE DEPARTMENT’S
FY 2011 BUDGET BY COMMERCE SECRETARY GARY LOCKE
HOUSE APPROPRIATIONS SUBCOMMITTEE ON COMMERCE, JUSTICE,
SCIENCE, AND RELATED AGENCIES
March 4, 2010

Chairman Mollohan, Ranking Member Wolf, and distinguished Members of the
Subcommittee, I am pleased to join you today to talk about the Department of Commerce
and the President’s Budget for Fiscal Year 2011, It has been my privilege to serve the
American people for the past year, and I am grateful for President Obama’s continued
confidence in my ability to lead this great agency. We have accomplished a great deal
since the beginning of this Administration, and the Subcommitiee has played a eritical
role both in providing resources and conducting oversight to ensure that the Department
achieves its mission.

Having steered the economy back from the brink of a depression, the Administration is
committed to moving the nation from recession to recovery by sparking job creation to
get millions of Americans back to work and building a new foundation for the long-term
prosperity for all American families. To do this, the FY 2011 Budget makes critical
investments in the key areas that will help to reverse the decline in economic security that
American families have experienced over the past decade.

But even as we meet the challenge of the recession and work to build an economy that
works for all American families, we must also change the way Washington does business
— fixing programs that don’t work, streamlining those that do, cracking down on special
interest access, and bringing a new responsibility to how tax dollars are spent. 1have
been working hard to improve the way the Department of Commerce serves its
customers, especially American entrepreneurs and businesses, the backbone of our
nation’s economy. The Department is focused on strengthening the conditions for
economic growth and opportunity by promoting innovation, entrepreneurship,
competitiveness, and stewardship. The FY 2011 Budget reflects this ethic and will allow
the Department of Commerce to better meet the needs of the American people,

The request of $8.9 billion will enable the Department to effectively promote strong and
equitable trade relationships critical to sustaining our nation’s ability to successfully
compete in the global marketplace, improve our scientific and technological capabilities,
upgrade our capabilities for weather and climate observations and forecasting, and ensure
the long-term economic and ecological sustainability of our natural resources. This
request is a significant decrease from our FY 2010 appropriation, since major field
operations for the Decennial Census will be completed in the current year.

The Decennial Census is an enormous undertaking, and we are urging everyone to mail
in their forms this month. An increase of just one percent in the response rate will save
the taxpayers roughly $80 million. The Census Bureau is focusing extensive advertising
and partnership activities on hard-to-reach populations, to encourage a high response rate
and help meet our goal of achieving the most complete and accurate count of the Nation’s
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population to date. We have expanded and accelerated those activities, with the
Subcommittee’s support, using funds provided in the Recovery Act. Our partnership
efforts have been well-received — we have already enlisted 207,000 partpers. For
comparison, at the end of the Census in 2000 we had 140,000 partners. Our decision to
advertise during the Super Bowl succeeded in reaching a massive audience ~ it was the
most-watched TV event in history, with 116 million viewers. The results of these
activities are promising: in the last three months, the share of people who have heard
something about the Census has increased from 35 percent to 75 percent, and the share of
people who say they definitely or most likely will complete the Census has gone from 77
percent to 85 percent.

Implementing all our Recovery Act programs effectively and efficiently remains a key
priority for the Department this year and in the future. We have completed the Digital
TV Converter Box Coupon program and returned unused funds to the Treasury. The
pace of our grant and contract awards is increasing, and we remain on schedule to
complete all awards this year. By the end of this week, we will have awarded 111
Broadband Technology Opportunity Program (BTOP) grants totaling $1.1 billion. For
example, a $126.3 million broadband infrastructure grant to the State of West Virginia,
combined with an additional $33.5 million applicant-provided match, will bring high-
speed Internet access to this underserved area by expanding the State’s existing
microwave public safety network and adding about 2,400 miles of broadband fiber. Our
second round of grants will focus on expanding Middle Mile broadband infrastructure
that copmects critical community anchor institutions—such as schools, hospitals, libraries,
and public safety agencies—and attracts end-user connections provided by the private
sector to consumers and businesses, creating a ripple effect of economic development
throughout communities.

Having addressed such critical needs, the FY 2011 President’s Budget is designed to help
put our country back on a fiscally sustainable path. This will require a high level of
budgetary discipline and a number of hard choices and painful tradeoffs. Nonetheless,
the Budget includes targeted investments in Commerce programs that meet major
national needs, like export promotion that supports job creation, and research and
development that can spur new ideas, new products, and new industries.

The Budget provides $534 million, a 20-percent increase, to the International Trade
Administration (ITA), for its role in the National Export Initiative, a broad Federal effort
to increase American exports, ITA will strengthen its efforts to promote exports from
small- and medium-size enterprises, help enforce U.S. trade law, fight to eliminate
barriers to sales of American products and services and improve the competitiveness of
U.S. firms. President Obama has issued a challenge to double U.S. exports over the next
five years. By incredsing the number of U.S. firms that export and enabling them to
increase their volume of exports, new higher-wage jobs will be created, and U.S,
companies will be better able to compete in the expanding global marketplace.

The Budget includes $919 million for the National Institute of Standards and Technology
(NIST), as part of the President's Plan for Science and Innovation. This proposed
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increase reflects the critical role that measurement science, standards, and technology
services play in fostering innovation and encouraging economic growth. To support and
enhance our world leadership in the physical sciences and technology, the NIST
laboratories would address critical challenges in manufacturing, advanced alternative
energy sources, cyber security, the Smart Grid and other important areas, and ensure that
its facilities meet its needs to continue to produce world-class research. The Budget also
includes $80 million for the Technology Innovation Program, which invests in game-
changing new technologies that address critical national needs. The Hollings
Manufacturing Extension Partnership will receive $130 million to continue expanding its
services to help smaller manufacturers adopt technological innovations that spur
economic growth, and develop new products, expanded markets, process improvements,
and more green technology jobs.

The request provides more than $5.5 billion for the National Oceanic and Atmospheric
Administration (NOAA), including investments to improve fisheries and the economies
and communities they support, and to help green and blue businesses with a solid
foundation of environmental information and stewardship. Much of this year’s increase
is to fund a major restructuring of the National Polar-orbiting Operational Environmental
Satellite System (NPOESS). As it stands, the program is years behind schedule and
billions over budget; independent reports and an Administration task force have
concluded that the program cannot be successfully executed with the current management
and budget structure. However, the need for a successor system of polar-orbiting
environmental satellites remains a national priority and is essential to meeting both civil
and military weather-forecasting, storm-tracking, and climate-monitoring requirements.
The restructured Joint Polar Satellite System will keep what works — common operating
and ground systems, run by NOAA — but NOAA will separately procure the spacecraft
for its highest priority orbit, as will the Air Force. NOAA’s spacecraft procurement will
be managed by the National Aeronautics and Space Administration, as has been the case
with prior polar satellites and all geostationary satellites, and is fully funded in the
NOAA request rather than shared with the Air Force.

Strengthening our knowledge on climate, weather and ecosystem sciences, as proposed in
the Budget, will also increase America’s competitiveness. For example, the requested
increase for the multi-agency Next Generation Air Transportation System would support
enhanced weather information that, when fully integrated into the Federal Aviation
Administration’s operational decision-making process, could significantly reduce flight
delays. There are also increases to strengthen NOAA’s climate research and observation
capabilities, including upgrades to climate science and improved modeling and
assessments at the global, national and regional levels. In addition, we recently
announced our plans to develop a NOAA Climate Service, and we look forward to
working with the Subcommittee toward that goal.

The Budget includes $2.3 billion for the U.S. Patent and Trademark Office (USPTO) to
put the agency on a path to reduce first action pendency to 10 months and total pendency
for patent applications to 20 months, implement a new, targeted hiring model, and make
critical investments in its information technology, to support companies and innovators
seeking 1o bring new products to market. The Budget also gives USPTO full access to its
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fee collections and will strengthen its efforts to improve the speed and quality of patent
examinations through an interim fee increase and fee-setting authority to better reflect the
costs of providing services. Shorter pendency times at USPTO, in combination with
patent reform legislation and other mechanisms for improving patent quality, can reduce
legal uncertainty over rights and drive commercialization of new technologies.

In FY 2011, with funding of $46 million, the National Telecommunications and
Information Administration (NTIA) will continue its important policy, spectrum
management, and research programs that support emerging technologies and affordable,
alternative communications services that can drive economic growth and create jobs.

The Administration and NTIA have moved aggressively to create an economic and
regulatory environment in which innovations in information and communications
technologies can flourish. In addition, as noted above, NTIA will focus on administering
the billions of dollars in broadband grants being awarded this year; broadband 1s a ceniral
part of the infrastructure necessary for the economy to create jobs and thrive. The Budget
provides $23.7 million for post-award administration and oversight of BTOP grants for
construction and mapping, and for ongoing work with the FCC to maintain the national
broadband map.

The Budget includes $1.3 billion for the Economics and Statistics Administration’s
(ESA) Census Bureau to process, tabulate, and release 2010 Census data, conduct
extensive evaluations of the Census, improve the data collection methods of the
American Community Survey (ACS), and begin a continuous update process of the
Census Bureau’s geospatial and address data, which is expected to produce long-run cost
savings for the taxpayer. Understanding the demographic profile and economic structure
of the Nation is key to any business or policy decision designed to promote job creation
or to improve the economic well-being of American families. For example, the Budget
proposes to expand the ACS sample size, which will increase the reliability of ACS data,
especially for areas with a population of 20,000 or less. This increased reliability will
greatly benefit entrepreneurs and businesses by informing their decisions about where to
expand their operations and providing better data on the changing economic, social, and
demographic trends of their workforce and customers. It also will lead to more efficient
allocations of more than $400 billion in Federal funds to communities, ensuring that even
the smallest of towns, communities, rural areas, and tribal lands get their fair share of
funding for schools, transportation projects and job training.

The request also provides $109 million for ESA’s Bureau of Economic Analysis to
develop new statistics that provide greater detail on key economic sectors to ensure that
regulators, policymakers and businesses have all the necessary data at their disposal to
make the most effective investment and economic policy decisions. This includes data
on the American family’s income, spending, savings and debt. More accessible data will
help businesses of all sizes make better investment decisions that can, in turn, lead to job
growth. The Bureau will also reinstate statistics on new direct foreign investment into
the United States and produce data critical to analyzing the energy sector’s contribution
to 1.8, economic growth, productivity, inflation, the trade balance, and income.
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In FY 2011, with funding of $113 million, the Bureau of Industry and Security’s (BIS)
Office of Export Enforcement will step up its efforts to prevent illegal exports of
sensitive dual-use goods and technologies that could endanger the nation. Enhancements
included within a $10 million increase will strengthen counter proliferation,
counterterrorism, and other national security programs and investigations. These funds
will allow BIS to expand its field presence and increase coordination and liaison with the
intelligence community as well.

The Budget includes $286 million for the Economic Development Administration
(EDA), since competitive, high-performing regional economies are the building blocks of
sustainable growth. As part of the Administration's place-based initiative, the Budget
targets $75 million toward planning and matching grants within EDA to support the
creation of Regional Innovation Clusters that leverage regions' competitive strengths to
boost job creation and economic growth. For example, EDA and NIST’s Hollings
Manufacturing Extension Partnership are currently partnering with the Departments of
Energy, Education, and Labor, as well as the National Science Foundation and Small
Business Administration on a joint Federal opportunity announcement for the Energy
Regional Innovation Cluster. These agencies bave issued a unique joint funding
opportunity encouraging consortia frorn regions across the country to compete for a
combined investment of up to $129 million to accelerate the development of a Regional
Innovation Cluster specializing in energy-efficient building technologies.

The $32 million requested for the Minority Business Development Agency (MBDA) will
further implement the Department’s responsibilities under the Native American Business
Development, Trade Promotion, and Tourism Act of 2000 and the Indian Tribal
Regulatory Reform and Business Development Act of 2000. These funds will increase
the activities and outreach of MBDAs Office of Native American Business Development
and support research on Native American trade promotion and economic disparities.

The Budget provides $84 million for Departmental Management, including $17.3 million
towards renovation of the Herbert C. Hoover Building, the Department’s 73-year-old
headquarters in downtown Washington, D.C. This long-term project, developed in
coordination with the General Services Administration, addresses major deficiencies in
the building’s antiquated mechanical, electrical, plumbing, fire safety and security
systems. The Subcommittee’s continued support for this project will yield great benefits
for our working conditions. Also within the Departmental Management account, the
Budget provides small increases to improve cyber security by protecting sensitive
information from increased malicious activities, and to strengthen our acquisition
management workforce that is responsible for oversight of Department-wide activities.
We are also requesting $29 million for the Office of Inspector General, including
additional funds to increase its oversight of Departmental acquisitions and contracts, and
to support the Council of the Inspectors General on Integrity and Efficiency (established
by the Inspector General Reform Act of 2008).

As part of the Administration’s line-by-line review of the Budget to identify programs
that are outdated, ineffective, or duplicative, we are proposing to terminate the Public
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Telecommunications Facilities Program and consolidate support for public broadcasters
in the Corporation for Public Broadcasting. The Budget also proposes 1o eliminate a
vearly subsidy to a small number of firms in the worsted wool manufacturing industry
that have already received about $25 million over the past five years. Finally, we would
rescind $43 million of unobligated balances for the Emergency Steel Guaranteed Loan
Program, which currently has no active loans, but leave $5 million in the account in case
there are future guarantee requirements.

In closing, the Department of Commerce has a broad mandate to advance economic
growth, jobs and opportunities for the American people. While we are currently facing
challenging economic times, this Budget provides a blueprint for us to carry out that
mandate and help the Nation rise to the challenge and forge ahead. Thank you for the
opportunity to come before you today, and for your continuing support of the Department
of Commerce and its programs. I look forward to your questions.
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CENSUS—2010 DECENNIAL

Mr. MOLLOHAN. Thank you, Mr. Secretary.

Mr. Secretary, the 2010 Decennial is upon us. Could you give us
a brief timeline of the upcoming Decennial? When will surveys be
mailed? What is the actual Census Day? What happens if people
don’t return their surveys? Just give us an overview.

Secretary LOCKE. Actually, starting around March 8th, residents
will be receiving advance letters notifying them that they are going
to be soon receiving the Census form, and around March 15th, they
will actually receive those Census forms. Around 11.7 million of
those Census forms will be bilingual English and Spanish.

By around March 22, we are going to actually make available to
mayors and governors and local government officials, elected offi-
cials as well as Members of Congress, an interactive map which
will enable people to actually go Census tract by Census tract and
see within their communities how people are starting to return
those Census forms compared to what happened in the year 2000,
so that policymakers, mayors, public officials can do more publicity
campaigns, public service announcements, or even target specific
areas within their community or their State or their region to en-
sure that there is a full count.

We are asking that people send back their Census forms around
March—excuse me—April 1. And by around April 20th, all those
forms not processed, not returned, will then become our targets for
what we call the nonresponse follow up, which means people going
door-to-door and trying to have the forms filled out then. That ac-
tivity will actually start May 1st and go all the way through the
middle of July.

Mr. MOLLOHAN. How much does that nonresponse follow up cost
per visit?

Secretary LOCKE. I can’t tell you the exact, because sometimes
we may have to go several times, and it depends on location. But
for every 1 percent mail-back response, we save the Federal Gov-
ernment approximately $80 million to $90 million, which is why we
have that unprecedented media campaign.

In the year 2000, when we had the first media campaign, we ac-
tually saw an increase in participation rate, reversing a decline of
several decades of households not returning the Census form. And
of course, this year we are trying to make it even more simple and
more convenient to people to fill out. Only 10 questions, should
only take about 10 minutes.

[The information follows:]

The average cost per household during non response follow up (NFRU) is $57.

Mr. MoLLOHAN. How much did the Super Bowl ad cost?

Secretary LOCKE. I think we spent about $2.5 million, and I
think we reached about over 50 percent or 45 percent of all house-
holds in America. You compare that with a 30-second ad, and we
had three 30-second ads during that Super Bowl, compared to, I
think, a cost of almost a half million for one 30-second ad during
American Idol, and that reaches only about 10 percent of American
households.

[The information follows:]
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The 2010 Census advertising campaign spent $2.5 million for one 30-second and
two 15-second pregame spots, two on air mentions during the pregame show, and
a one 30-second ad during the third quarter of the game.

Mr. MOLLOHAN. And how much was that per person that saw it?

Secretary LOCKE. Two cents per person.

Mr. MOLLOHAN. 2.15.

Secretary LOCKE. 2.15. And I know there has been a lot of com-
ment about that Super Bowl ad, along with all the other Super
Bowl ads. And it seems like maybe that is the point of it, to foster
this discussion. Because I was puzzled by many of the other ads
that I saw during the Super Bowl, wondering what their point was.
But what we do know is that there was a lot of discussion, both
pro and con, about that Super Bowl ad involving the Census, and
there was unprecedented chatter among YouTube and other social
media. So we got people talking about the Census.

Mr. MoOLLOHAN. Well, for 2 cents a person, you got a lot of play
on it, didn’t you?

Secretary LOCKE. Yes.

Mr. MOLLOHAN. Good. Congratulations.

The cost of the nonresponse follow up, that has been recently re-
vised, and I am just curious. What made it necessary to revise it,
if you're able to answer that?

Secretary LOCKE. Well, we are trying to constantly revise that,
and we also have a cushion, but we took some of the lessons that
we learned from the address canvassing, which was conducted in
the spring, when we sent several hundred thousand people to make
sure we had the right addresses, documenting that new buildings
were there, or buildings may have been demolished, updating real-
ly the list of addresses from local governments as well as the Postal
Office.

And we had some cost overruns in that particular operation, pri-
marily because we hire people and train them and expect a certain
rate of attrition, people who, after 1 day canvassing addresses, say-
ing, this is not for me. I don’t want it. I am quitting. Or people who
then get another job and say, I am quitting, and I don’t need this
temporary job from the Census Bureau. It turns out that because
of the tough economy, we had a much smaller attrition rate, and
so we ended up training more people than we actually needed. And
so we are taking that into account in terms of the number of people
we will actually hire, building in a revised attrition rate for the non
response follow up.

Mr. MOLLOHAN. So you feel this is going well? Do you anticipate
any problems? And to the extent you have anticipated any prob-
lems, do you have adequate funding to address them?

Secretary LOCKE. We do have a reserve built in. We have had
other operations that have come in under budget and ahead of
schedule. But we still have almost a half a billion dollars set aside
for the nonrespone follow up.

Starting around March 22nd, when we start seeing the initial
mail-back of the Census forms, community by community, ethnic
group by ethnic group, we will have a better sense of how things
are going and how we can redeploy, using local government offi-
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cials, nonprofit agencies, churches to get the message out and to be
as proactive and as nimble as we can.

Mr. MOLLOHAN. If your mass advertising was a success, how
about your targeting specific hard-to-reach groups? What are your
strategies with regard to that, and how successful do you think you
are being or are going to be?

Secretary LOCKE. We have an unprecedented level of community
partnerships, churches, community organizations, nonprofits, cor-
porations, most of the mayors and governors, elected officials. Local
elected officials have put together what they call complete count
committees, because we rely on community organizations, faith-
based organizations, respected organizations within the community
to basically buttress and reinforce our message. A lot of concern
among immigrant groups about participating, people who are new
to this country, who don’t understand the history and the constitu-
tional basis for the Census may not want to participate. So it is a
challenge to get that message out.

For the first time ever we are sending out the bilingual Census
forms in Spanish and English. We have language guides in some
59 different languages, also Census forms printed up in other lan-
guages, Vietnamese, Korean, Russian, Chinese, and one other. But
it is an unprecedented effort to really try to reach out to people.

Mr. MOLLOHAN. Do you think you are being successful, and do
you have any measurement of that to date?

Secretary LOCKE. We do have Gallup polling which shows the
awareness of the Census is pretty high.

Mr. MoLLOHAN. What about willingness to participate by these
hard-to-reach groups?

Secretary LOCKE. It is fairly high. I think we always would want
as close to 100 percent, but right now, I think the indicators are
about 80 percent of households plan to participate.

Mr. MOLLOHAN. And is that a general number, or is that

Secretary LOCKE. That is on average, but we are tracking it eth-
nic group by ethnic group.

Mr. MoOLLOHAN. I am really looking at these hard-to-reach
groups, these groups where language challenges, maybe commu-
nity, cultural issues make it more difficult. Do you have unique
strategies to identify those people and to make sure you get as
exact an account as possible in those communities?

Secretary LOCKE. We are tracking both awareness by ethnic
group, traditionally hard-to-count groups, as well as intent to par-
ticipate. Then we have unprecedented direct media in different lan-
guages, Telemundo, Univision, local newspapers, and radio stations
among the different ethnic groups.

Mr. MOLLOHAN. Trying to take the fear out of it where it might
exist.

Secretary LOCKE. A lot of it. And that is why the trusted leaders
of the community are so critical. It is one thing for a government
official to say it, but when church leaders say it, when key mem-
bers of their local community say it, that has much more power.

Mr. MOLLOHAN. Mr. Wolf.

U.S. PATENT AND TRADEMARK OFFICE
Mr. WorF. I thank you, Mr. Chairman.
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Mr. Secretary, a few months ago, an inventor came to my office
to raise concerns that the USPTO put his complete patent applica-
tion for cryptology software on the Internet. He is prohibited from
exporting this product because of its potential military and intel-
1i1gence capabilities. And he did not want to, I want to make that
clear.

Our system of export controls is meaningless if the plans for de-
veloping dual-use technologies are posted by the U.S. Government
on the Internet. We all know that our country’s adversaries and ri-
vals are aggressively working to steal as much of our intellectual
property as possible. It is a national security issue. It is a job issue,
too, but it should be addressed immediately.

If you need legislation, would you please submit a proposal and
maybe some language that the committee could carry.

Are you concerned that patent information on dual-use tech-
nologies is on the Internet? And what is your plan for addressing
this national security issue?

Secretary LOCKE. Well, I am not aware of that particular situa-
tion, and I do know that information, applications, to some extent,
are posted on the Internet to make sure that those who might con-
test the novelty or the uniqueness of that innovation can be heard
as we make the determinations about patentability and whether it
should be patented.

But obviously, I don’t know the extent to which we do reveal or
publicize on the Internet or any other method the complete con-
tents of a new technology. And especially, as you say, if it involves
military application we need to be very, very careful about that be-
cause, on the one hand, the United States Government wants to
protect our national security, and we are trying to restrict exports,
making sure that items that have strictly military applicability on
the list conducted and administered by the Department of State, or
even things that are dual-use civilian products that may have mili-
tary application do not fall into the wrong hands. And as Brent
Scowcroft, the former National Security Adviser to President Bush
indicated in the study conducted by the National Academy of
Sciences a year ago, we need to do a much better job of protecting
various technologies that could really do us harm.

Mr. WoLF. Well, could you look into this? Because we have heard
from others that the Chinese surf your information and see what
ideas are out there and, many times, take it. And we know the
cyber attacks—we have some questions on that—come in to find in-
formation. So if you could do that, maybe get back to the com-
mittee, right away because it may be something that you are not
aware of, your people are not aware of that could be corrected with-
out any legislative of language. But if you could let us know, we
would appreciate it.

Secretary LOCKE. Thank you.

BUREAU OF INDUSTRY AND SECURITY—EXPORT CONTROL REFORM

Mr. WoLF. We understand the administration has undertaken a
multi-agency effort to reform our Nation’s export control laws. This
could be beneficial exercise because our export control laws are
very complicated with Commerce, Energy, State and Defense all
playing different roles, depending on the product.
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However, I am concerned that business interests may prevail
over national security interests. How would these reforms strength-
en our ability to prevent our enemies and rivals from stealing dual-
use technology that could be used against the United States and
our allies, or used against their own people to restrict basic human
rights?

Secretary LOCKE. Thank you very much, Congressman Wolf.

And as I indicated, Brent Scowcroft and others authored the re-
port by the National Academy of Sciences and called for major re-
forms of our export control system that, in many cases, we need to
build higher fences around very sensitive technologies that are
unique to the United States, manufactured, produced in the United
States, that if they fall into the wrong hands could do us harm.

At the same time, the report indicated that there are many other
things, civilian items that may have military application, that are
readily available by other countries from other companies around
the world and that our restrictions oftentimes put our U.S. compa-
nies at a disadvantage, especially when those products are readily
available almost at Radio Shack or Home Depot, or other compa-
nies around the world advertise that they will ship it to a pur-
chaser within the next 24 hours.

And even the head of the European Aerospace Industries Asso-
ciation openly advised members within Europe not to seek any
technology that might come from the United States because of the
difficult export control regime. That deprives U.S. companies of op-
portunities to engage in research, to advance their products, and to
get revenues so that they can continue to perfect their products,
which can then also benefit our military and our national security.

In this export control reform that the President has called for,
first and foremost must always be national security. Are we pro-
tecting, enhancing our national security? And whatever commercial
benefits may come from modernization or reform of the export con-
trol system, the number one objective has to be national security.
And that has to be paramount.

I can tell you that, for instance, within the Bureau of Industry
and Security, when we issue licenses for dual-use exports, we may
allow a U.S. Company to export something to, let’s say, France. We
never really follow up to see if that company in France is improp-
erly re-exporting to a country that is unfriendly to the United
States. So what we would like to do within the Department of Com-
merce is reform that effort, free up people, so that we are actually
doing that additional monitoring to make sure that those items
that are properly licensed are not falling into the wrong hands.

BIS—CRIME CONTROL TECHNOLOGIES

Mr. WoLF. Well, I would encourage you to do that quickly; 60
Minutes had a piece on that about 3 weeks ago, that precise thing.
And if there is anything, again, that the committee can do to give
you that authority and that ability, I hope you will let us know.

Crime control and law enforcement technologies can be exported
to foreign governments and used to abuse human rights. The Bu-
reau of Industry and Security is currently working to update crime
control and law enforcement items contained on the Commerce
Control List. In addition, they are working on a more complex
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crime control review to address developing technologies, such as bi-
ometric identification systems, training simulators and surveillance
systems.

What is the status of these efforts? It is not uncommon to hear
stories of a dissident in a particular country being tortured with
equipment that has been made in the United States and that some-
times an American company, either knowingly or maybe unknow-
ingly, has sold to that company, cattle prods, things like that. Can
you update us on where that is?

Secretary LOCKE. Well, our Department of Commerce and Bu-
reau of Industry and Security is very much committed to effectively
controlling these dual-use items that also, not just could be used
for military application against us and our allies but also could
hinder or abuse human rights. And so we are looking at prohibi-
tions on the export of crime-control items to countries such as
China and even instruments that could be used for torture. So that
is part of our control list, and we take that seriously.

Mr. WoLrF. It should not only be China, though. I think that is
very good. But Egypt has done some torturing, and you can just go
down the line. So I would hope it would be with all the countries
that may very well be.

NTIA—CELLULAR DETECTION AND JAMMING TECHNOLOGIES

Secretary LOCKE. Yes, sir.

Mr. WoLF. We understand that contraband cell phones—and the
prison system will tell you this—are increasingly being smuggled
into State and Federal prisons and used by inmates to orchestrate
prison breaks, conduct illegal activity, and harass or intimidate
judges, lawyers or former victims. The fiscal year 2010 conference
report directs the Department of Commerce to work with the FCC
and the Department of Justice to develop a plan to investigate and
evaluate how wireless jamming detection and other technologies
might be utilized for law enforcement and correction applications
in Federal and local prisons. What is the status of this plan, and
what is the Department doing?

Secretary LOCKE. We just recently conducted such a test involv-
ing the Federal Bureau of Prisons, along with manufacturers, and
we did this at the Federal correctional facility here in Maryland.

Mr. WoLF. And what did you find?

Secretary LOCKE. The results are not yet in. But our goal is to
make sure that we can jam those cell phones that are somehow
being smuggled in to prisons, State or local prisons, and make sure
that whatever technology that we use is not hampering cell phone
use by, let’s say, prison guards or administrators within the prison,
or even first responders who might have to come into a prison in
a time of a riot or a disturbance.

So we have got to make sure that, whatever we do, it is not hurt-
ing the necessary communication of law enforcement individuals
who are operating within a prison or who are coming into the pris-
on on an emergency basis. So we don’t have a report yet, but we
are very interested in getting that.

Mr. WoLF. How close are you to having a report?
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Secretary LOCKE. I would have to get back to you, sir. The test
was just conducted on over a 3-day period from February 16th to
the 19th, so that was only about 2 weeks ago.

[The information follows:]

It is the Administration’s view that the use of cell phones by prisoners to carry
out criminal enterprises is intolerable and demands an effective solution. The solu-
tion may include jamming technology, but we must ensure no harm is done to public
safety, Federal and law enforcement activities or to use of cell phones by law-abid-
ing citizens. In December and early January, NTIA’s Institute of Telecommuni-
cations Sciences in Boulder, Colorado performed radio measurements of a jamming
device in a closed environment. These tests were followed by on-site measurements
at the Cumberland, Maryland federal correctional facility. Those tests were coordi-
nated with the equipment manufacturer and the Bureau of Prisons and NTIA
worked with the Bureau of Prisons to issue final reports on test findings. NTIA re-
leased its findings on the Cumberland test in May 2010. In May, NTIA also pro-
duced a technical memorandum analyzing the data in these reports. NTIA then
issued a Notice of Inquiry seeking public input concerning technologies that could
help eliminate contraband cell phones in prisons. Comments on this NOI are due
in mid-June. NTIA expects to complete a report by the end of 2010.

Mr. WoLF. Who did the test?

Secretary LOCKE. It was conducted by our NTIA, National Tele-
communications Information Administration, along with the Fed-
eral Bureau of Prisons.

Mr. WoLF. When do you think you are going to have the final
report? And how do you plan on letting the different prison systems
know? Is there any particular approach you have in mind or what?

Secretary LOCKE. Well, we will definitely inform the members of
the committee and all others who are interested.

I know that, for instance, Senator Mikulski and Senator
Hutchison have a strong interest in this, and we will certainly re-
port back to the appropriate committees.

And I think that ultimately we need to share this with law en-
forcement and prison officials because this is a growing problem,
not just in the Federal prisons but the State prisons. Our jurisdic-
tion, of course, can only be over the Federal prisons, but I think
we would want to share this with local law enforcement.

Mr. WoLF. Maybe you ought to ask Director Lappin once it is
available to get it out to all of the State and local prison systems
and to the Governors. But if you could kind of keep us informed.

I have some other questions, but I will pass. And thank you.

Thank you, Mr. Chairman.

Mr. MOLLOHAN. Thank you, Mr. Wolf.

Mr. Schiff.

ACCESS TO CREDIT

Mr. ScHIFF. Thank you, Mr. Chairman.

There were a couple of areas that I wanted to raise with you, Mr.
Secretary, and if one or either are in a different jurisdiction, that
is fine. Let me know that. The first is probably the most recurrent
concern that I hear from my constituents in terms of the business
climate and the economy—the inability of small business owners to
access credit. And I have so many business owners that will tell me
that they have had a perfect relationship with their bank for 25
years. They have a perfect credit history. They want to make an
investment in equipment or maybe want to make additional hires,
and their bank of all that time is telling them they can’t do it or
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are requiring such onerous conditions that they can’t get access to
credit, can’t meet payroll, certainly can’t expand their businesses.

So I would like to get your sense of what you think, within the
jurisdiction of Commerce, can be done about this.

The other area that I wanted to raise, which is very important
to my constituents as well, many of whom are in the business of
producing content that is sold all over the world, and I just met
with a group of publishers who are very concerned about the dra-
matic proliferation of intellectual property theft of published works.
But this has been true for a long time in the music industry and
film and TV industry. So I would like to ask you about how we can
beef up our efforts to go after intellectual property theft.

Secretary LOCKE. Two very important issues.

On the issue of access to credit, we are hearing that in talking
to small- and medium-size companies and large companies all
around the country. It is a major, major problem because while the
big banks have been rescued and are profitable, nonetheless, the
regulators appear to be putting enormous pressure on them to be
much more conservative with respect to their lending practices,
even to companies that have long been very good, who have always
repaid their loans and are very, very profitable.

Mr. ScHIFF. Can I just ask you about that? I am sorry to inter-
rupt. I won’t interrupt you again. But I do hear that comment
made secondhand via the small business owners. They say, well,
the bank is telling me the regulators are breathing down their
neck, and I have really been curious about that. Is it really the reg-
ulators telling them not to lend or to be really, really conservative
in their lending? Or is this an excuse being used by some of the
banks to hold on to their capital and increase their liquidity on the
books? Is it really a problem with the regulators, or are the regu-
lators being the fall guy for the banks?

Secretary LOCKE. Well, it could be a combination of the two. And
it would have to depend on a bank by bank situation. Perhaps
Treasury officials could, and banking officials are the ones really
more appropriate people to really ask or to dive down into to get
that information.

But I can tell you that the President, of course, has called for a
redirection of some $30 billion in not used TARP money to be tar-
geted toward community banks with incentives for those commu-
nity banks, which oftentimes are closest to those small- and me-
dium-size companies who have that relationship with them, famil-
iar with their operations, to make these loans available.

Also, the Small Business Administration has increased its Loan
Guarantee Program up to 90 percent, and there is consideration to
modifying even that.

And of course, under the National Export Initiative that the
President announced, he has called on the Ex-Im Bank to increase
the amount of financing available for medium- and small-size busi-
ness from the current $4 billion of activity to $6 billion of activity.

But it is going to require, I think, a very comprehensive holistic
approach to address this issue of access to capital.

Mr. ScHIFF. On the President’s program, and I support that com-
pletely, to use some of these TARP funds to incentivize the small
and community banks to lend, will there be conditions placed on
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the access of those small and community banks to these funds, in
the sense that if they are going to get the funds, they really need
to increase their lending portfolio? Because, you know, I have
heard secondhand some of the small banks saying, we will take the
money, but we are not going to use it to lend. They are just going
to hang on to it.

And I think we saw this with some of the big banks that got
TARP funds, that they used it to improve their bottom line but not
necessarily to get the economy moving. How can, through this pro-
gram, we ensure that if banks make access to this, that they in fact
use it to lend?

USPTO—INTELLECTUAL PROPERTY RIGHTS

Secretary LOCKE. I would have to really defer to Secretary
Geithner and others in the Treasury Department for all those de-
tails in terms of the checks and balances or the incentives and the
requirements.

With respect to the issue of content and publishers, violation of
intellectual property rights is a big concern. American companies
are losing billions and billions of dollars in lost sales, and actually
hurting job creation, whether it is in the music industry or the film
industry, and we are focusing on that.

The Vice President has convened a multi-agency task force in-
volving Homeland Security, Justice Department, Commerce, Patent
and Trademark Office. And we know that there is a lot of tension
even among the new information technology providers in terms of
their responsibilities. Are they simply the postmen and should not
be liable for what is contained or transmitted over their lines?

So the Department of Commerce, while we help enforce intellec-
tual property rights and in all of our meetings with government of-
ficials really press the issue of enforcement of intellectual property
rights, nonetheless, we, for instance, the Department of Commerce
are hosting a forum of industries, both those who provide, create
the content as well as those who transmit that content through to
look at this very issue.

Mr. ScHIFF. Thank you Mr. Secretary.

And thank you, Mr. Chairman.

Mr. MOLLOHAN. Thank you, Mr. Schiff.

ITA—NATIONAL EXPORT INITIATIVE

Mr. Secretary, the fiscal year 2011 budget proposes a net appro-
priation of $534.3 million for the International Trade Administra-
tion. Of that amount, the budget requests $83.5 million for a Na-
tional Export Initiative. You have referenced that. Does this initia-
tive include an increase in funding for the agency responsibilities
associated with challenging unfair trade?

Secretary LOCKE. Yes, it does. Part of that funding for the Inter-
national Trade Administration under the National Export Initiative
includes folks dealing with trade compliance and enforcement.

Mr. MoLLOHAN. How much of this initiative is directed to the re-
sponsibility associated with challenging unfair trade?

Secretary LOCKE. About 15 percent of the funds.
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Mr. MOLLOHAN. Is this increased funding on imports coming into
the U.S. from abroad, or does it just increase funding for chal-
lenging unfair trade when the U.S. exports?

Secretary LOCKE. It would be both.

Mr. MOLLOHAN. Can you talk about it separately, and how much
is for challenging unfair imports versus——

Secretary LOCKE. Well, excuse me, the 11 percent is more for en-
forcement and compliance of U.S. trade laws. Then we have an-
other sector of trying to break down market barriers in other coun-
tries to U.S. products and services.

Mr. MoLLOHAN. Well, that is what I am trying to tease out of
here. How much of the increase will be used for challenging unfair
trade on imports, unfair imports?

Secretary LOCKE. That is approximately $11.8 million or 15 per-
cent of the funds requested for the Department of Commerce.

Mr. MOLLOHAN. Do you agree that the production of a billion dol-
lars, for example, worth of goods in the United States that sub-
stitutes for a billion dollars worth of unfairly traded imports cre-
ates gr preserves just as many jobs as a billion dollars worth of ex-
ports?

Secretary LOCKE. That was a pretty complicated question there.

Mr. MOLLOHAN. Do you agree that if you save the number of jobs
that it takes to create a billion dollars worth of exports, that that
is worth just as much as preventing a billion dollars worth of un-
fair imports; that for the domestic market it is worth just as many
jobs as going out and creating export opportunities worth a billion
dollars?

bSecretary LOCKE. Oh, very much so. A billion jobs is a billion
jobs.

Mr. MoLLOHAN. Well, it is a billion dollars worth of jobs. My
point is that we hope that the Commerce Department will focus
just as aggressively on unfair imports as we are in trying to break
the barriers, unfair barriers that exist to our exports. And there
are a lot of industries that are very sensitive to that and felt that
not as much attention has been given at Commerce. And so we ap-
plaud you for this initiative and hope that it is focusing on unfair
imports as well as trying to break log jams that unfairly exist for
exports.

Secretary LOCKE. As the President has noted on many occasions,
America is perhaps one of the most hospitable countries for invest-
ment. We have almost the fewest barriers of any country around
the world, and that is why, if we open our markets to products
from other countries, it is incumbent upon other countries to recip-
rocate. And it also means that other countries have to abide by the
rules of trade. Otherwise, American companies don’t get the advan-
tage or the full measure of whatever bargains and treaties and
agreements we make with our countries.

If we are able to create jobs and create new jobs, that is terrific.
But if we already have jobs that are here in America, we need to
save every single one of those. And if that means making sure that
countries are not improperly selling their products at below normal
cost, or not taking advantage or having extra advantage because
their governments subsidize those products or services, then we
need to go after those because we are talking about existing jobs.
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And unfair trade practices by other countries that disrupt existing
jobs has tremendous impact to the people involved, their families
they support, as well as their entire communities.

Mr. MOLLOHAN. Thank you for that affirmation, Mr. Secretary,
and we look forward to working with you in ensuring that the ad-
ministration is really up on full alert with regard to that.

ITA—TRADE COMPLIANCE—ENFORCEMENT

The positions included in the overall trade compliance enforce-
ment increase, will any of those positions work on reducing foreign
subsidy programs? In other words, are you increasing your staff to
look at foreign subsidy, where foreign subsidy programs exist, and
identifying that as unfair competition?

Secretary LOCKE. Well, we do have specialists who look at those
various parts.

Mr. MOLLOHAN. Do you have sole jurisdiction over subsidy inves-
tigations?

Secretary LOCKE. We don’t have people focused on subsidy inves-
tigations unless they are part of a complaint that has been filed
that we then investigate.

[The information follows:]

TRADE COMPLIANCE—ENFORCEMENT

The Department of Commerce has sole authority for investigating subsidy allega-
tions in countervailing duty proceedings. In addition to the responsibilities for sub-
sidy investigations, the Department also has a team of subsidy experts which re-
search, monitor, analyze, and assess the WTO-consistency of foreign government
subsidy practices. These practices are addressed, as appropriate, including through
WTO-dispute settlement action, working with USTR. I envision that these enforce-
ment efforts will increase under the NEI.

Mr. MOLLOHAN. Do you agree that, in order to have free trade,
currencies must float?
Secretary LOCKE. That is the position of the United States.

ITA—CHINA’S CURRENCY MANIPULATION

Mr. MOLLOHAN. On February 26, 2010, the Wall Street Journal
reported that 15 Senators, including six Republicans, sent a letter
to you, Secretary Locke, noting serious concerns about the Com-
merce Department’s failure to conclude that China’s currency ma-
nipulation is, in fact, a countervailing subsidy to its domestic ex-
porters.

The article goes on to state that you made a pledge in December
to thoroughly investigate such allegations. The article quotes the
President as saying that the U.S. needs “to make sure our goods
are not artificially inflated in price, and their goods are not artifi-
cially deflated in price; that puts us at a huge competitive dis-
advantage.”

And the article notes that the Federal Reserve Board chairman,
Ben Bernanke, “echoed these concerns, calling on China to be more
flexible towards its currency.” Is the Department investigating the
allegations that China’s currency manipulation is a countervailing
subsidy for its domestic exporters?

Secretary LOCKE. The petitioners in that particular case have
filed an amended complaint alleging that the undervaluation of the
currency constitutes an unfair subsidy, along with several other al-
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legations, and we are investigating that. And I cannot comment be-
cause it is under investigation right now.

Mr. MOLLOHAN. My question was only, is that under investiga-
tion by the Department?

Secretary LOCKE. Yes.

Mr. MOLLOHAN. When will we hear results of that investigation?

Secretary LOCKE. I believe that it depends on whether or not the
petitioners will grant us an extension to add these additional ele-
ments into our investigation. If they don’t grant us an extension,
we have a statutory deadline by which me must respond to the ini-
tial set of allegations, and with these additional allegations, that
is are very complex in nature, we need to be sure that we have suf-
ficient time.

Mr. MOLLOHAN. Thank you Mr. Secretary.

Mr. Fattah.

CENSUS 2010 DECENNIAL PARTICIPATION

Mr. FATTAH. Thank you, Mr. Chairman.

Mr. Secretary, it is good to see you again.

And let me just, I want to focus in on the Census which is one
of the instant matters before your Department.

The Census, plan was essentially developed under the previous
administration?

Secretary LOCKE. Much of the work of the Census was planned
several years ago, under the previous administration, almost 4
years ago.

Mr. FATTAH. Because there is some noise out in the atmosphere
from conservatives with respect to the Obama Census plan—yet
this is a plan that was put in place years ago, before the President
was sworn in and before you took office, too, in terms of this year’s
Census, right? There should be no reason for anyone in our coun-
try, no matter what their political stripes, to not encourage people
to comply with the Census. It is important data that the govern-
ment needs to go forward, right?

Secretary LOCKE. It is a constitutional responsibility of the gov-
ernment, and it goes all the way back to 1790 under President
George Washington. It is the sacred duty of every resident of the
United States.

Mr. FATTAH. I just raised it because I heard someone on Fox
News, saying that if they had gotten this form, they weren’t going
to fill it out; that they couldn’t encourage anyone else not to fill it
out. This person is a judge or a former judge purported to be giv-
ing, you know, some overview about this.

But I think that we should be encouraging everyone, wherever
they may be to participate in the Census. It is important to the
work of the long-term planning for a whole range of issues, trans-
portation, education, and the like.

And I just wanted to see if we could just put on the record that
the program of the Census, that is, the short form, the planning
for the implementation of this, that you really are the conductor on
this train, but, as the conductor on the train, the tracks and the
direction of this program was put in place by the former adminis-
tration, which was a Republican administration. Is that correct?
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Secretary LOCKE. That is correct. And, in fact, the questions were
all submitted to the Members of Congress, I believe 2 years ago,
and approved by the Members of Congress 2 years ago.

Mr. FATTAH. So this nonsense is nonconstructive in terms of
doing the important constitutional work that your Department has.
And I just wanted to put that on the record. I appreciate you being
here.

I thank the Chairman for yielding me time.

Secretary LOCKE. Thank you.

Let me just add that the Census program is really run by career
people, nonpolitical people.

Mr. FATTAH. I know, but the political atmosphere sometimes in
our city doesn’t allow common sense to rise to high places, or when
people have responsibility to act responsibly. So thank you.

Secretary LOCKE. Thank you.

Mr. MOLLOHAN. Occasionally.

Mr. Wolf.

Mr. WoLF. I thank you, Mr. Chairman.

I didn’t know Mr. Fattah watched Fox News. I think that was
interesting.

Mr. FATTAH. I do. I am a big fan.

Mr. WoLF. Oh, good. There you go.

Mr. FATTAH. It is hard to find the news portion thereof; it is col-
ored with so much opinion.

JOB PROTECTION, COMMERCE’S ROLE

Mr. WoLF. I have a couple of questions, and I think we are going
to come back. And I don’t want to miss the vote.

One thing I would like, and it is not really a question, but have
you ever considered, because your job is a very important job, I
think the Secretary of Commerce can make a tremendous dif-
ference with regard to jobs. And following up with what Mr. Mol-
lohan, the chairman said, have you ever thought of having a tiger
team or an advocate team in the Department of Commerce to help
small businesses who are looking to protect jobs? For example, a
Chinese firm will hire a Case & White up in New York and come
in and just pound and pound onto a small business who really can’t
afford a Wall Street firm or a K Street firm. Have you ever thought
of putting together an advocate team that will help people who are
going through exactly what the Chairman was saying, where there
is a foreign entity coming over, pounding, taking the jobs away?
Have you ever given that any thought?

Secretary LOCKE. Well, we do have various groups like that. For
instance, we recently created an Office of Innovation and Entrepre-
neurship reporting directly to me, focusing on the issues of entre-
preneurs because, for instance, in the last 30 years, virtually all
the net new jobs in America came from entrepreneur start-up com-
panies.

Mr. WoLF. But I mean to protect them in a way that when they,
when these high-powered people are coming in? If you are an en-
trepreneur, you are small; all of a sudden, this foreign interest
comes in. They have one of the best law firms in Wall Street com-
ing in. How do you advocate or protect them? Or maybe you
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should— would you think about it? Maybe there are some ideas
that maybe you and I can chat about.
Secretary LOCKE. Sure.

JOBS REPATRIATION

Mr. WOLF. The second thing was, and I don’t know how much
time we have left, have you ever given any thought to putting to-
gether a repatriation team, a team whereby you would go around
the country talking to American companies that are doing business
in China and Bangladesh and Mexico and Guatemala, wherever
the case may be, and say, we want to repatriate you. Not a Gov-
ernor from Washington State taking a job from California or vice
versa, but getting a job back from China, back from India, back
from wherever. You would put together a high-level, bipartisan,
nonpartisan team that would go out and meet with the head of
Intel and say, hey, we have a great opportunity. Come home. Bring
your jobs back home. Have you ever put together a major effort to
do that?

Secretary LOCKE. Not in the way that you have described, but we
have been having discussions with major industries about what we
can do to help them create more jobs here at home.

Mr. WoLF. Well, the best job, though, is a job that is abroad that
should have never left a little town in West Virginia or a little
town in Virginia, that was taken over by it, and it is gone. And I
think to find these American companies who, I believe, if given the
right incentive and the right encouragement by the administration
and by somebody like you, I would encourage you, if we can talk
about it, maybe offline here, putting together a team and picking
25 of the largest American companies, good companies. Generally,
the way to bring them back and in the past has been punish, but
instead to see if there can be an incentive where there can be an
incentive to scatter. Because you may want to come to Martinsville
in southern Virginia, whereby you can pay a little less of a salary
than you may pay if you are going to move it to the suburbs of New
York City. But they want to come home. They want to come back.

But if we could talk about maybe developing an incentive and if
you could also have someone call me to see what literature is out
there about any major action that has been done by this adminis-
tration or other administrations in repatriation. Again, I am not
talking about Governor of this State stealing from this State, but
a Governor or a President or administration looking to go abroad,
American companies solely, beginning, who were doing a good job
in the United States, who, for whatever reason, moved abroad, to
see if we could repatriate them back.

Secretary LOCKE. I will be happy to have that conversation with
you.

Mr. WoLF. If you could. Thank you.

With that, Mr. Chairman, I will yield back. And we are going to
come back I assume.

Mr. MOLLOHAN. We are coming back from the vote.

ITA—NATIONAL EXPORT INITIATIVE

Mr. Secretary, in the National Export Initiative, you propose $4.4
million for increased outreach and guidance to small and medium
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enterprises. And that includes a new Nationwide Export Education
and Awareness Campaign and a National Series of Export Con-
ferences and a Program of Assistance Outreach and Education tai-
lored to the small and medium enterprises. This is a worthy goal.
This is a worthy initiative. This, I am sure, works well in some
places, this whole notion of really trying to mine companies who
are not sophisticated exporters and are small- to medium-sized and
to try to pull—it is a mine-pull program. It is not easy. I wish you
all the success in the world.

My first question has to do with the statement that accompanied
our fiscal 2010 omnibus where we directed ITA to provide a report
to the Committee on Appropriations, not later than 60 days after
enactment, on the status of the current program, the pre-National
Export Initiative program. And you can reference the language, the
omnibus language in the conference report. But we haven’t yet re-
ceived?the report. The question is, why not? And when can we ex-
pect it?

What I am really interested in is telling you how strongly this
committee will actually support this initiative. And we will be look-
ing to see what reality is with regard to it after a short period of
time. We recognize, those of us who are from economies that are
extraction and manufacturing, how important it is to get this
small- and medium-size business entrepreneurial engine going in,
hopefully, a lot of diversified kind of economies. But getting access
to that international market, and I can tell you I have personally
been involved with, in a serious real way, with trying to help other
entities facilitate those relationships, is not easy to do.

So I will be really interested to see what this National Export
Initiative ends up looking like. I will be very interested to see your
report, and to work with you on it, and to support it in this bill,
and look to your request, which will make judgments, obviously, to
the extent which we support it on performance. I think I would like
to, before we recess here for the vote—and we will be coming back
right after these three votes to finish up. And it won’t take very
long to finish up after we come back.

EMERGENCY STEEL GUARANTEE LOAN PROGRAM

The Emergency Steel Guarantee Loan program, Mr. Secretary.
The fiscal year 2011 request, proposes to reduce the Emergency
Steel Guarantee Loan program by §43.1 million. And Congress just
extended the authorization for this program in the 2010 omnibus.
What is the administration’s rationale for reducing the Emergency
Steel Guarantee Loan Program nearly 90 percent?

Secretary LOCKE. We have not had any loan activity on that for
several years. The loans have all been paid back. There has been
no activity, no loans. Only three loans have been made through the
program, none since the year 2000.

Mr. MoLLOHAN. Well, if we approved your request and then
there were a need, particularly in this current economic climate,
then you wouldn’t have any money to effect the program?

Secretary LOCKE. Well, there are no outstanding loans. There
have not been any requests, even in the last year.

Mr. MOLLOHAN. I know, but we are looking perspectively. We are
looking into 2011.
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Secretary LOCKE. That is why we have proposed leaving at least
some money in the account.

Mr. MOLLOHAN. But the money you have in the account is less
than a placeholder. I mean, I can’t imagine a situation that could
exist that would actually be benefitted by $5.2 million.

Secretary LOCKE. That is the administration’s position, and we
have just looked at the course of the history of the program since
its inception.

Mr. MoLLOHAN. Well, let me ask you this, do you think it is pos-
sible that some steel companies in the next year might have a need
and be able to participate in the Emergency Steel Guarantee Loan
Program? Do you think that is possible?

Secretary LOCKE. That is possible. That is why we have left some
funds in the account.

Mr. MoLLOHAN. What will that, if you were, if we were to ap-
prove your request, what would the $43.1 million, how would you
redirect that? Is any of it going to be used for import trade enforce-
ment programs?

Secretary LOCKE. Well, that is all part of the funds that go into
the Department, and that includes funding for all the enhance-
ments including the National Export Initiative. So I can’t say that
it was this dollar that went into this program because once it goes
into the kitty, how do you know which dollar is funding which?

Mr. MOLLOHAN. Well, it is not here, and it is there, so—well, we
will be looking at this very closely and working with you.

And we will return after the third vote, Mr. Secretary, and
should finish up within a half hour of that.

Secretary LOCKE. Okay. Thank you.

Mr. MOLLOHAN. The hearing will resume.

Mr. Wolf.

Mr. WoLF. Thank you, Mr. Chairman.

JOBS REPATRIATION

Following up, could you have someone—and I know how busy
you are—call me next week who you think is the most knowledge-
able person in the Department on this issue? I would love to see
us put together a repatriation program. And because I think there
has been a tendency to just criticize and condemn, and maybe to
flip it the other way around and see what incentives could be
granted. I think most of these companies would really, like to have
an opportunity to kind of come home.

And I know, as a Governor, you have probably been in competi-
tion with different Governors to get someone to come to your State
versus another—this would be different. This would be to get an
American company to come to the United States and maybe to your
State, maybe to another State, but on an incentive basis. So if you
could have somebody call me, I would appreciate it. And if there
is something that we could maybe put some language in here that
would do something that would kind of help you.

USPTO—TELEWORK

One other thing. When you came by, you mentioned about PTO
and telework. And, for the record, the Department is interested in
creating a long-distance telework pilot program. We understand
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that such a program could increase employee recruitment, and re-
tention. Is there a legislative fix or language that the committee
could carry that would give you that ability to have more people
to telework than USPTO currently does? If you recall the conversa-
tion that we had.

Secretary LOCKE. Right. We are really proud that the Patent and
Trademark Office, of all the Federal agencies and bureaus, perhaps
has the most number of people, the largest percentage of people
who telecommute or telework. But there is a Federal requirement
that they come back to the home office a couple of times a month,
I believe. And so when we have a lot of people on the West Coast
and around the country doing patent work, it is burdensome and
actually cuts into their productivity to have them come back into
Washington, D.C.

So I believe that that is being addressed under the patent law
that is being contemplated both in the House and the Senate.

Mr. WoLF. Contemplated. Is that passing or is that just con-
templated?

Secretary LOCKE. Well, they have a manager’s amendment in the
Senate, and the House Members are conferring with the Senate.

[The information follows:]

PATENT LAW AND TELEWORK

The Administration supports developing a travel expenses test program proposal
to provide agencies with the flexibility to enhance telework opportunities for employ-
ees.

Mr. WoLF. Will there be a bill this year?
Secretary LOCKE. You are a better predictor of that than I am.

HUMAN RIGHTS AND ECONOMIC TRADE WITH CHINA

Mr. WoLF. Well, maybe you could give the Chairman some back
up language that, if that were not the case, that could help you do
this.

The last issue, your assessment as to the current economic trade
relationship with China. About a decade ago, when Congress was
considering most-favored-nation trading status, which I voted
against. Many urged its passage and said it would strengthen the
rule of law and accelerate domestic reforms. Ten years have passed
and conditions are worse today in China than they have been in
the last 20 years.

Economically, they are booming. The Uighur population is having
a very, very tough, tough time. Tibet, and I was disappointed that
the President didn’t meet with the Dalai Lama the first visit; I am
glad he did the second time. But what they are doing to Tibet—
have you ever been to Tibet?

Secretary LOCKE. I have never had a chance. I have always
wanted to go to Tibet.

Mr. WoLF. I have been to Tibet. I went in with a young Buddhist
monk. I went in with a trekking group, not as a Congressman.
They didn’t know what I did. I got a clean passport. We went back
into the bowels of the monasteries. And what they are doing, they
are literally bulldozing large portions of Lhasa. Lhasa is almost
turning into a Chinese city and not a Tibetan city. They are de-
stroying the culture.
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A large number of Catholic bishops now, it is 34, I think the lat-
est figure is 35, are under house arrest. Protestant pastors.

We had a hearing in the Tom Lantos Human Rights Caucus
about 2 and a half months ago. One of the lawyers that we had
as a witness was arrested when he got back. His family was ar-
rested. And we just have to do a better job of advocating and con-
necting with regard to human rights and religious freedom. And I
am not going to get into too much of the detail.

It does trouble me, though, that the insensitivity of the previous
administration and of this administration and of this Congress, of
the Republicans in this Congress, and of the Democrats in this
Congress, the issue of human rights and religious freedom means
less today than it ever has. The number of people, we used to have
Congressman Lantos and Henry Hyde and the giants that used to
speak out. Now it is almost like no one even cares.

And so I am not asking you a question. I would hope that the
administration could be very aggressive in advocating for human
rights, religious freedom, and for people that are being persecuted
because of their faith or because of their belief. And that is not a
question. It is a statement for the record. With that, I will just
maybe, Mr. Chairman, I will just end and yield back.

Secretary LOCKE. Congressman Wolf, let me just say that I ac-
companied the President on his most recent trip to China and was
there when he was meeting with President Hu Jintao and Premier
Wen dJiabao, and I can say that he did raise those issues of human
rights. I have always raised it in all my meetings with top govern-
ment officials, indicating that the strength of America is our diver-
sity of thought, of opinion, religion and ethnic groups, and that
they should embrace that as well. I can tell you the President did
address those issues and raised those issues of human rights of the
different ethnic minorities within China.

Mr. WoLF. I would think, though, and I would urge you, the next
time you go to China, and I will give you the telephone number and
I will put you in touch with the people, if you would go to a house
church and worship, not with a recognized church, with a house
church, whether it be the Catholic underground church or the
Protestant, it doesn’t matter. They would love to have you there.

Secondly, when we advocate for them it isn’t enough to do it pri-
vately. It needs to be done publicly. It is like when you are in Con-
gress and you are running for office, somebody says to you, I am
really for you. Now, I am just not for you so much that I want to
be identified to have my name down, and but I am really for you.

Well, if you can’t be with me publicly, then—so I think when the
President goes and you go, it is important to speak out. It is impor-
tant we have good relations. It is important we trade, but to advo-
cate publicly, to stand, and so I would ask you, I am not going to
put you on the spot, but I would ask to consider and if you are in-
terested, call us, and we will put you in touch with the people, that
the next time you go, that you go and worship with a house church.
And I think to have, particularly, you would send such a message,
it would resonate, and you wouldn’t have to come out and make a
press statement or say anything. Just by showing up physically
there would really give hope to some of the people. So if you want
to do that, just give us a call. We will put you in touch with them.
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Anyway, thank you for your testimony.

Thank you, Mr. Chairman.

Secretary LOCKE. Thank you, Congressman.

Mr. MOLLOHAN. Thank you, Mr. Wolf.

Mr. Ruppersberger.

Mr. RUPPERSBERGER. Mr. Secretary, first, there are three areas
if I have time I would like to get into, and it is STEM education,
the issue of ITAR, and also the weather satellite, NPOESS.

INTERNATIONAL TRAFFIC IN ARMS REGULATIONS AND EXPORT
CONTROL SYSTEMS

First thing, let me start with ITAR. The ITAR was what happens
a lot in Congress, unintended consequences as a result of the Chi-
nese getting some of our equipment. When we passed a law, the
existing ITAR law right now, that is in existence, the United States
controlled about 73 percent of the space industry. As a result of
ITAR, we control about 27 percent and slipping as we speak. I be-
lieve not only does this hurt commerce, but it hurts national secu-
rity.

We were able to get a bill passed in the House, one of my other
committees is Intelligence, and we worked with the Foreign Rela-
tions Committee, Congressman Berman, to get a bill passed, which
basically takes the jurisdiction away from the State Department
into Commerce. And then the list would be really more controlled
by Commerce and the President on what could be and what could
not be on the list. I mean, there are some ridiculous provisions in
the list; a wooden table that doesn’t impact anybody. But it is real-
ly something that the entire space industry in the United States,
whether the larger groups or the smaller or whatever, is really
being put at a disadvantage to the point that our allies and non
allies are now selling our equipment, ITAR free they call it.

So the bill is now in the Senate, in the Foreign Relations Com-
mittee, Senator Kerry’s committee. I would like to know what your
position or the administration’s position is, and whether or not you
can help us move this forward. The President has given different
speeches that he wants to deal with ITAR. But from where we sit,
it is almost a no-brainer. And then that list that is controlled by
the President and Commerce would then come back to Congress for
a final say.

Do you have any comments on the ITAR issue?

Secretary LOCKE. I cannot give you a comment now. I am not fa-
miliar with the legislation that you just referenced.

But I can tell you that the President is very supportive of reform-
ing our export control regime. And there was a Presidential Study
Directive that was completed. We are beginning to meet with Mem-
bders on the Hill to talk about the administration strategy and
ideas.

And it really comes from the report authored by Brent Scowcroft,
the former National Security Advisor to President Bush, who said
that our export control systems are irretrievably broken and that
we don’t protect enough those technologies that really warrant
more protection, and then we have undue and unnecessary restric-
tions on other items that actually hurt our national security and
our economic competitiveness.
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And you talk about satellites. Mr. Edelstenne, who is president
of the European Aerospace Industries Association, has openly writ-
ten and opined to all the members of the association that none of
them should use any technology from U.S. companies because of
our export control regime and the uncertainty it would provide,
that would come with trying to incorporate U.S. technology.

Well, that actually hurts our national competitiveness, our na-
tional security, because if our defense industries and those involved
in high technology don’t have opportunities in which to build prod-
ucts and provide services, then they are not able to receive the rev-
enues for further R&D or even opportunities to perfect their prod-
ucts which ultimately can be used for our national security.

Mr. RUPPERSBERGER. I appreciate your answer. I would like
someone from your staff to get with my staff. This is a consensus
within the industry. We know we have to keep certain things se-
cret. But when you take an industry in the United States from 73
percent to 27 percent and slipping, it is something that we have
been working on for 10 years, and I think it is time we move for-
ward, so I really would like someone from your staff to get with my
staff and work maybe a strategy with the Senate.

The Senate doesn’t object to it. It is just a lot of things happen
in the Senate that we don’t understand, and they are not moving
a lot. So let’s see where that goes.

WEATHER SATELLITES

The second issue, and I am not going to get into it. This isn’t
your realm. It is more in other areas, about what happened in
other areas with NASA and the President’s new program, which we
all have an issue with, about whether or not we don’t move forward
with manned space. And you know, we control the world because
we control the skies. And Russia and China are that close to us,
so we really have to work close with the administration.

But the weather satellites, they were really controlled by both
the, I think, Commerce and by Defense.

Secretary LOCKE. Defense Department.

Mr. RUPPERSBERGER. And now Defense gave it over to you, and
then you all came in and you cancelled the program. It is called
NPOESS. And you know, it is a concern at this point on why this
was done. And when I had—who is the science advisor?

Secretary LOCKE. John Holdren.

Mr. RUPPERSBERGER. Holdren. I was questioning him and I think
I believe it was this committee about, what are we going to do? You
know, we have two older satellites in the barn, so to speak, but,
you know, when you are talking about moving forward in the re-
search and development and staying, again, ahead of Russia and
China, but just generally, I think the answer was, well, we are
going to rely a lot more on the Europeans. Well, that just doesn’t
get it for me. I mean, we are a strong country. We have been domi-
nant in space, and we can’t afford to take any slip at all in where
we are moving ahead.

Do you have any opinion on the NPOESS program? Supposedly
it has been cancelled, and I think there is going to be a lot more
work that we need to do working together, Congress and the ad-
ministration on this issue.
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Secretary LOCKE. Thank you, Congressman.

We are not cancelling the program. This is a very troubled pro-
gram that started originally with six satellites, and it has been cut
down to four satellites. The original cost for the six satellites was
about $8 billion. It is now, for even the four satellites, gone up to
I think $14 billion. And it keeps climbing.

A whole host of different studies, Inspector General, GAO audit
reports on this program, and in fact, expert review panels involving
experts and leaders from the space industry have looked at this.
And they basically said it had to be completely restructured or
completely abandoned. And I read those reports upon becoming
Secretary of Commerce and immediately brought this to Mr.
Holdren and others within the White House, and we have finally
been able to prevail and follow those recommendations of the ex-
pert panels, and we are restructuring it.

So NOAA will be working with NASA at the Goddard Space
Flight Center to focus on our two satellites, and Defense Depart-
ment will focus on its two satellites. And NOAA will still
operationalize or focus on the operations, the information gathering
from all the satellites. But instead of a 50/50 cost share, where we
were paying half of the development of the Defense Department’s
satellites and they are paying half of the development and cost of
our NOAA satellites, especially the afternoon satellites, we will
separate our ways. We will now have NASA in charge of the acqui-
sition of the afternoon satellites on behalf of NOAA and the man-
agement of the development of the satellites and the instruments.
So we are going our separate ways.

[The information follows:]

The JPSS decision severs NOAA from an open-ended liability of having to fund
50 percent of a contract that it had limited control over. By placing NOAA in charge
of the afternoon orbit and providing funds to develop JPSS, NOAA can exercise
greater control over the management of the contracts. The JPSS budget of $11.9 bil-
lion gives NOAA high confidence that the program will be implemented and protects
NOAA’s non-space portfolio from the risks to uncontrolled cost growth that was evi-
dent under the NPOESS program.

Each year, NOAA works with the Administration and Congress to create a bal-
anced portfolio of programs to address the Nation’s most critical needs. NOAA un-
dergoes an extensive planning process to ensure the highest priorities are addressed
in its annual request within the constraints of the current fiscal environment.
NOAA’s FY 2011 Budget request of $5.6 billion includes investments to strengthen
NOAA’s science, promote economic development, strengthen energy and security,
sustain oceans and coasts, and protect lives and livelihoods.

Satellites are our most critical observing platforms that provide data to support
all of NOAA’s mission priority areas ensuring continuity of space-based climate,
weather, and ocean observations. The FY 2011 Budget Request of $2.2 billion for
satellite systems supports national priorities for: improving weather forecasts and
disaster warnings; ending overfishing and transforming fisheries management, pro-
tecting and recovering species and habitat; strengthening climate science and serv-
ices; enhancing the vitality of coastal communities and ecosystems; and strength-
ening Arctic science and stewardship.

Mr. RUPPERSBERGER. I can understand that.

But, on the other hand, when you take Defense satellites and in-
telligence satellites and you have the NASA satellites, which in-
cludes NOAA and the weather satellites, there is not enough
money for all. And, if anything, I would think that the three areas,
and that Defense will push back more than anyone, DOD, is we
have got to start collaborating and maybe using certain Defense or
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ilntelligence satellites for weather or whatever. It just has to be
one.

The other issue we need to focus on, too, is commercial. The
other countries, European countries who don’t put the money into
the satellites that we have throughout the years, are using com-
mercial, and it is about half the price. And they are getting the
same pictures we are getting throughout the world, including
issues involving terrorism.

So I would hope that when you meet, that we would really focus
on the issue of collaboration between DOD, between intel and
NASA, and then we are going to have to really decide where we
are going to go; what is going to be commercial, what is not. But
I just don’t want to rely on other countries for what we get out of
these satellites. That, I think, puts the United States at a dis-
advantage.

STEM EDUCATION

On STEM, as we know, we are having issues in our country with
younger generation going to, being out of math and science and en-
gineering, whatever. China just last year, I think, graduated over
660,000 rocket scientists, mathematicians and engineers. I think
we were about 66,000. Now the good news is that we are still are
ahead curriculum wise, but they are gaining on us. China’s gaining
on us in a lot of different areas.

A program that I have been working on in my area, and I rep-
resent NSA, they are in my district and Fort Meade, all of those
different areas, is trying to start focusing on middle school, on high
school and getting some testing and developing and regional, be-
cause I am from the Baltimore region, and to get these students
who have aptitude and test them in the area of math and science
and whatever and start working them in a kind of a STEM school
possibly maybe on the campus of NSA or NASA, which is up the
street, so to speak, and to get them involved early so that they can
learn the culture and the intern programs.

Now, I know you all work on these type of programs I think in
your Regional Innovation Clusters and areas like that. But most of
it is either college or postgraduate. I would hope you would con-
sider really starting to focus and working on the middle school and
high school and identifying these students in an early way.

I met with a group today that I have been working with for years
at Fort Meade, NSA, the Anne Arundel County Education System.
They have put together a program that we are going to start in-
volving UMBC, which is one of the top technology schools in the
country, University of Maryland, Baltimore Campus, and they are
going to come together and bring students in from different re-
gional areas, as long as we find them money, but the education
component and the business component coming together. And this
is so important to our future and in the area of science and tech-
nology and engineering, which also deals with the issue of space.

In the old days, when Russia came out with Sputnik, we re-
sponded by putting a man on the moon in 8 years, and there was
enthusiasm. It was when astronauts were as popular as NFL foot-
ball players. Americans were behind the program. I think Ameri-
cans just aren’t getting into the fact that we just go back and forth



35

to the Space Station, especially if we are going to have to hitch a
ride with Russia now.

But we need to start generating more activity in the area of
space, because Russia and China are communist countries, and
they will take their best and say, you are working in space, wheth-
er you like it or not.

So I really think and I would hope that Commerce can start fo-
cusing and working, and we are going to look at it from a DOD
point of view and whatever, start focusing and helping us on the
middle schools and the high schools involving STEM. Could you
consider doing that? What is your opinion on it?

Secretary LOCKE. I would love to be part of those discussions. In
a lot of my meetings and speeches in front of business groups, I
keep emphasizing to them, maybe it is my former hat as Governor,
that the business agenda must always include the education agen-
da, especially in math and science and engineering.

[The information follows:]

STEM ACTIVITIES

The Department of Commerce has a number of existing Science, Technology, En-
gineering and Mathematics (STEM) Education programs within the National Insti-
tute of Standards (NIST) and Technology and the National Oceanic and Atmos-
pheric Administration (NOAA).

NIST’s primary STEM education program is the prestigious NIST National Re-
search Council Postdoctoral Research Associateships program. NIST also supports
the 12-week Summer Undergraduate Research Fellowship (SURF) program, which
brings in about 130-150 students each summer to work with NIST researchers. In
addition, NIST offers teacher training through the NIST Summer Institute for Mid-
dle School Science Teachers, a collaboration between NIST and local school districts.
Teachers use their experiences at NIST to enhance their curriculum, with end goals
of helping students acquire the necessary STEM skills to successfully compete in a
global economy and explore opportunities in STEM fields.

Also at NIST, education organizations have been eligible to participate in the Mal-
colm Baldrige National Quality Award process since 2001. In that period there have
been eight education Baldrige Award Recipients—five were K-12 school systems
and three were high education institutions. Additionally, the Baldrige Education
Criteria for Performance Excellence are used by educational institutions for self-as-
sessments and guidance.

NOAA STEM education activities focus on connecting educators, students (K-12
through postgraduate). The programs include competitive national and regional edu-
cation grants, the Ernest F. Hollings Scholarship Program, the Dr. Nancy Foster
Scholarship Program and the Educational Partnership Program with Minority Serv-
ing Institutions.

Through competitive educational grants, NOAA partners with organizations such
as the American Meteorological Society and National Science Teachers Association
to provide professional development for K-12 teachers in atmospheric, climate and
ocean sciences. These grants also support partnerships with organizations such as
the National Aquarium in Baltimore and the Maryland Science Center to reach di-
verse audiences and promote STEM literacy.

The Ernest F. Hollings Scholarship Program supports undergraduate training in
oceanic and atmospheric science, research, technology, and education and fosters
multidisciplinary training opportunities. In addition, the Educational Partnership
Program partners with minority serving institutions to increase the number of un-
dergraduate students, particularly from under-represented communities, who are
trained and graduate in sciences directly related to NOAA’s mission.

The Dr. Nancy Foster Scholarship Program recognize outstanding graduate stu-
dents in marine biology, oceanography, or maritime archaeology, particularly by
women and minorities, and encourages independent graduate-level research by pro-
viding financial support, through a competitive grant process, of graduate studies
in those fields.

Mr. RUPPERSBERGER. Again, whoever is going to contact my staff
on the first issue. We have some programs we have been talking
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with the Gates Foundation for the other—I mean, the business
community wants a workforce. And they will be willing to work
with us when we put together the appropriate programs that are
solid and have the curriculum that is necessary and proved by edu-
cation components.

And I have to leave. I am sorry, we have another hearing. Thank
you for your testimony.

Mr. MOLLOHAN. Thank you, Mr. Ruppersberger.

Mr. Ruppersberger gets to more hearings than any Member of
the United States Congress. We appreciate his service on this com-
mittee.

Mr. Secretary, let me reinforce Mr. Ruppersberger’s comments
about STEM education. We are all over that in this committee, and
we are really going to do some things in some of the science ac-
counts that will try to create some prototype programs for STEM
and really get down to it. We are anxious for agencies, NSF, to
come up here and say they have made some progress and actually
tell us how to make the improvements that they say have not been
made for 20 years.

COMMERCE REPORTS NOT TIMELY

Mr. Secretary, I have in my hand a list of reports that the com-
mittee has directed the Department of Commerce to submit. Most
of them are pretty small reports. Here is one, “Census: Inspector
General’s Recommendations Regarding Implementation.” I can only
imagine, by the time we get that report, events will have overtaken
the purpose of the report.

We are going to take this really seriously if Commerce isn’t, and
we will reflect our seriousness about them in the 2011 bill. If Com-
merce is responsive, as I am sure you want them to be, just not
being there very long, that would be a really good thing, and that
might be something you want to pay attention to.

Secretary LOCKE. We are aware of it, and we are trying to get
on top of it and trying to get these to you as soon as we can, sir.

Mr. MoLLOHAN. Well, your office has the responsibility to do this.
If they can’t do it, perhaps that should be looked at closely.

NTIA—PUBLIC TELECOMMUNICATIONS FACILITIES, PLANNING AND
CONSTRUCTION

The National Telecommunications and Information Administra-
tion’s PTFPC, Public Telecommunications Facilities and Planning
and Construction, account, this administration has zeroed that ac-
count out.

Secretary LOCKE. Yes.

Mr. MOLLOHAN. The last administration zeroed that account out.
And I would hope that this administration would be sympathetic
to the needs that the Public Telecommunications Facilities Plan-
ning Construction account address, and I am really surprised to see
it zeroed out.

Now, that is one of the places where we requested a report. We
haven’t received it. And let me start out with that. Why haven’t we
received that report?

Secretary LOCKE. We are in the process of finalizing that report
to your committee, sir.
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Mr. MOLLOHAN. And who is working on it? What different levels
of government and different entities are looking at that finalization
of it?

Secretary LOCKE. I can just tell you that it is simply within the
administration.

Mr. MOLLOHAN. You can’t tell me anything more than that? Or
do you want me to tell you where it is?

Secretary LOCKE. Well, it involves NTIA and other agencies with-
in the administration that also have to review and comment on our
drafts. And so it is a back-and-forth process.

Mr. MOLLOHAN. Is this at OMB right now?

Secretary LOCKE. I cannot tell you if it is exactly at OMB, but
I know that it is making the rounds.

Mr. MOLLOHAN. I would just encourage you to be more sympa-
thetic to the professional comment than to the budgetary com-
menters on this, because our request went to the question of, what
is the difference between the two accounts? There is some assertion
that, gee, they are the same; they are overlapping. That is not our
experience, and we are fairly experienced with this. And it prob-
ably would be disappointing to come back and have it initiated, de-
fining the differences, the distinctions between the two programs,
and having come back and say, there is no distinction between the
two programs. It is really something that you might want to look
at.

Do you believe, are you familiar enough with these programs to
make judgments about whether they duplicate each other or not?

Secretary LOCKE. I am not personally familiar with these pro-
grams.

Mr. MoOLLOHAN. For the record, would you submit a comment on
that question, in addition to the letter we have asked, in response
to my question are they duplicating?

Secretary LOCKE. Sure.

[The information follows:]
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Since the establishment of the Corporation for Public Broadcasting (CPB) digital transition
program in 2001, the CPB has built a program that, in many ways, parallels the efforts of Public
Telecommunications Facilities Planning and Construction (PTFP) program. There are strong
similarities between the types of grants that PTFP and CPB fund. For example, in fiscal year
2009, 64 percent of PTFP grants and 68 percent of PTFP grant dollars were awarded to projects
eligible for CPB support, Similarly, over the last three fiscal years, approximately 80 percent of
the digital transition grants that CPB has funded could have been funded by PTFP.

However, although the programs overlap, they do differ in their respective eligibility
requirements and in the scope of the projects they each fund. The major difference is that, unlike
PTFP, which only has the authority to award grants for “planning and construction™ (which
includes equipment purchases), CPB has the ability to fund programming and content as well as
equipment, Other differences are noted below.

CPB has a policy of only funding “CPB qualified” stations, a category which only consists of
stations that are already on the air, broadeast at full power, and have reached a certain level of
staffing, audience, and financial support. PTFP has the authority to fund the costs associated
with establishing new noncommercial broadcast stations. Since the FCC opened an application
window in 2007 for new non-commercial educational radio licenses, PTFP has been awarding
grants to build these stations. These new stations are particularly important in unserved rural
areas, including Indian reservations. In February 2010, the FCC adopted an order that gives
tribes a priority to obtain broadcast radio licenses in tribal communities. Native American
organizations are prepering to build some 45 public stations in the next three years that would
provide services, including emergency alerts, in areas of the U.S. without any broadcast service,
PTFP is the only source of Federal funding for these projects.

PTFP also funds emergency equipment replacement for noncommercial stations where there has
been a catastrophic loss of service. These projects are the result of lightning strikes, severe
weather, fires, tower collapse and other unforeseen events. CPB does not provide funds for this

purpose.

PTFP specifically funds replacement equipment for public television and radio stations; stations
would need to use funds from its Community Service Grant for general station purposes to fund
the station’s equipment needs,

Reading services for the print-handicapped rely on PTFP for their equipment needs. Across the
United States, reading services provide a free lifeline to people whose vision has deteriorated in
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addition to the blind. The reading services are programmed by volunteers who read local
newspapers, including advertisements, as well as magazines and other material. Since many of
the print-handicapped are elderly and low-income, computer technology is out of their reach.
Reading services are being disenfranchised by the digital television and digital radio
conversions. Before the conversion, these reading services used the sidebands of public
television and radio stations; after the conversion digital television sidebands no longer exist and
digital radio is using much of the sideband capacity for multiple program streams. PTFP is the
only federal source of funding for the reading services and their clients to access new technology
that will use the digital capacity of television and radio to continue to provide this lifeline free
over-the-air service.

PTFP funds the Pan-Pacific Educational and Cultural Experiments by Satellite (PEACESAT)
project, which provides satellite-delivered education, medical, and environmental emergency
telecommunications to many small-island nations and territories in the Pacific Ocean region.

The Administration's intention is to reduce costs by not funding duplicative functions in the two
programs.
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EDA—REGIONAL INNOVATION CLUSTER

Mr. MOLLOHAN. The administration has apparently announced a
multi-agency funding opportunity to sport an Energy Regional In-
novation Cluster. And our understanding is that there are three
Commerce, Justice, Science agencies that are included in this ini-
tiative, and two of those agencies are within your Department. We
don’t know very much about this initiative, just what we have real-
ly read on the Department of Energy Web site. Could you describe
the goals and the vision for this initiative?

Secretary LOCKE. Let me see. I have some paperwork on those.
I can try to find that.

One of the projects that I am aware of dealing with the energy-
efficient building technologies is a consortium or partnering of six
agencies, including Commerce’s Economic Development Adminis-
tration. And it is our intent, within EDA, to provide $5 million to-
ward what would be about a $129 million grant to accelerate the
development or to help put together a regional innovation cluster
focusing on these energy-building technologies. But it would in-
volve Energy, I believe Department of Education, Small Business
Administration. I can’t remember.

[The information follows:]
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Regional Innovation Cluster

BRIEFING MEMORANDUM

TO: OFFICE OF THE SECRETARY
FROM: EDA

SUBJECT: REGIONAL INNOVATION CLUSTERS/ ENERGY REGIONAL
INNOVATION CLUSTER

DATE: 3/25/2010

Background

The Interagency Regional Innovation Clusters Taskforce (the “Taskforce™) is charged with
developing a replicable and sustainable model of a coordinated federal and regional effort to
facilitate the development of a regional innovation cluster, which may be an effective framework
for promoting sustainable economi)c development.

gic
A Regional Innovation Cluste%is a geographically-bounded, active network of similar,
synergistic or complementary organizations engaged in or with a particular industry sector, with
active channels for business transactions, communications, and dialogue that share specialized
infrastructure, labor markets and services and that are located within a defined geographic
region. A RIC’s region may cross municipal, county, and other jurisdictional boundaries. A
RIC often encompasses local nniversities, government research centers, and/or other research
and development (R&D) resources, which serve as catalysts of innovation and drivers of regional
economic growth. In addition, participants in the RIC may have strategic partnerships with
entities outside of the RIC’s geographic region. A successful RIC will leverage the region’s
unique competitive strengths and find ways to nurture networks for business financing, business-
to-business sales, education, and workforce development. These networks work in concert with
local governments, venture capitalists, private banks, workforce investment boards, non-profit
organizations, institutions of higher education (including community colleges), and other public
and private agencies and institutions.

“The Taskforce consists of policy and program level staff from the Departments of Energy, Labor,
Commerce (Economic Development Administration, National Institute of Standards and
Technology’s Manufacturing Extension Partnership) and Education, as well as the Small
Business Administration and the National Science Foundation.
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Due to the critical roles that basic and applied energy research play in attaining two key national
strategic objectives—attaining American energy security and reducing America’s carbon
footprint—the Taskforce selected the Energy Efficient Building Systems Regional Innovation
Cluster Initiative, which will be centered around a DOE Energy Efficient Building Systems
Design Hub (the “Buildings Hub”), as its first pilot project. The goals of this first pilot project
are:

1. Promote innovation in science and technology generally and, with respect to the
energy Buildings Hub, promote energy efficient building systems, designs and
best practices.

2. Create and retain “Good Jobs™

- 3. Eliminate the gap between supply and demand of skilled workers in the energy-
efficient building sector through job training and education.

4. Increase regional gross domestic product (GDP);

5. Develop and demonstrate sustainable and efficient solutions to achieve U.S.
energy security objectives, reduce the U.S.’s carbon footprint, and attain other
national strategic objectives;

6. Enhance the U.S.’s economic, technological, and commercial competitiveness on
the global stage; and

7. Develop a replicable and sustainable model for a coordinated federal and regional
effort to facilitate the development of regional innovation clusters.

Over the last three months, the Taskforce has worked to harmonize the disparate legislative and
programmatic mandates of each participating agency in support of the cluster. This initiative
uses existing agency programs; this way, each agency is disbursing the funds appropriated to it.
Although not every participating federal agency will award funds for the first pilot project, RIC
best practices call for redeploying federal funds in a more efficient and effective manner that
links, leverages, and aligns program goals and outcomes. The Taskforce is pursuing an
aggressive schedule to prepare the joint funding opportunity announcement (FOA) for issuance
in early February. This will set the stage for a Principal’s level announcement of a $120+
‘million joint Funding Opportunity Announcement (FOA) for the Energy Efficient Building
Systems Regional Innovation Cluster Initiative.

Only one Proposal from a Consortium will be selected for funding under the joint FOA. Each
Consortium will submit one Proposal, which shall include four Applications for funding,
supplemented with the Consortium’s Overarching RIC Narrative; that is, each Consortinm will
consist of four Co-Applicants (some of whom may be the same entity or entities), where each
Co-Applicant individually applies for federal assistance to one of the participating funding
agencies, but where the Co-Applicants combine the four applications into a unified Consortium
Proposal. The DOE Co-Applicant on the winning Proposal will receive the DOE grant funds,
the EDA Co-Applicant on the winning Proposal will receive the EDA funds, the NIST/MEP Co-

! Jobs that increase workers’ incomes; narrow wage and income inequality; provide safe and healthy workplaces,
particularly in high-risk industries; comply with applicable laws governing wages and overtime pay; are open to all
eligible job-seekers; and provide necessary skills and training to prepare workers to succeed in the high-growth and
emerging careers that will result from a Regional Innovation Cluster.
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Applicant on the winning Proposal will receive the NIST/MEP funds, and the SBA Co-Applicant
~will receive the SBA funds.

Energy Regional Innovation Cluster (E-RIC

The mission of the Taskforce is to facilitate growth of a regional innovation cluster that will
develop, expand, and comumercialize innovative energy-efficient building systems technologies,
designs, and best practices for national and international distribution. Specifically, the E-RIC
will focus on systems-based approaches to designing, building, and operating commercial and
residential buildings and will integrate relevant economic, behavioral and policy studies for
optimal technology deployment.

Participating Agencies, Programs and Funds

«  Department of Energy is contributing the Energy-Efficient Building Systems Design
Hub (“Buildings Hub™), funded at up to $22 million for the first year and up to
$25million a year for the following four years. The Buildings Hub will bring together top
researchers from multiple scientific and engineering disciplines as well as the social
sciences in an integrated team, for the specific purpose of making a substantial long-term
impact on our nation’s energy and environmental security through the development and

_____ deployment of advanced energy efficient buildings technologies.

*  Department of Commerce/Economic Development Administration is making available
up to $3 million in Public Works and Economic Development funds and up to $2 million
in Economic Adjustment Assistance funds.

s Department of Commerce/NIST is making up to $500,000 for a one-year award, with the
possibility of adding additional amounts of up to $500,000 per year for two additional
years, available to enhance the services of an existing DOC-funded MEP Center to
provide services to businesses associated with or that emerge from the E-RIC.

e Small Business Administration is making up to $300,000 available for a one-year award,
with three 1-year options for renewal grants of up to $300,000, to enhance the services of
existing SBA-funded Small Business Development Centers and to encourage regional
collaboration and development of specialized entrepreneurial and small business training
that supports the E-RIC.

The Department of Labor, the Department of Education, and the National Science Foundation

will not make grant funds available as part of this FOA. However, these agencies will support

linkages between the funding programs described above and complementary existing grant
“programs at DOL, ED, and NSF.

Next Steps
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Going forward, the NEC has asked DOE and EDA to co-chair the E-RIC interagency working
group. The major next step for the interagency group is to outline the internal guidelines and
operational details for coordinating the E-RIC project.
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Mr. MOLLOHAN. What is the request in your agency, and how
does it break down?

Secretary LOCKE. $5 million.

Mr. MOLLOHAN. Total, from Department of Commerce?

Secretary LOCKE. Right. That is, we would make that much
money available for this if there is an entity which applies for it
and is accepted.

Mr. MOLLOHAN. How does that break down? What agencies in
the Commerce Department are going to be involved in this?

Secretary LOCKE. Economic Development Administration.

%\/IraMOLLOHAN . It is my information there were two agencies in-
volved.

Secretary LOCKE. I am not aware of that. We can get back to you.

Mr. MOLLOHAN. Okay.

Secretary LOCKE. Also NIST. I am sorry.

Mr. MoOLLOHAN. I wish we could follow up a little bit with this
program. Just give me, what are the goals of this program?

Secretary LOCKE. Well, the point of Regional Innovation Clusters
is to really try to develop the strengths of communities, creating al-
most like research parks, the way that—Silicon Valleys or Route
128 corridor. And we are interested in

Mr. MOLLOHAN. But how does $5 million—an Energy Regional
Innovation Cluster? What is that?

Secretary LOCKE. Focusing on new technologies and involving en-
ergy that might go for manufacturing new materials, building ma-
terials.

Mr. MOLLOHAN. What is the “it’? Is this a grant program to a
nonprofit, to an academic institution?

Secretary LOCKE. It depends on the proposal that each regional
applicant might put together. It could be a consortium of colleges,
universities, economic development associations, research entities,
nonprofit or for-profit. It really depends on the existing strengths
of a particular region, what their assets are, what they would use
this funding for to build out and complement. So it is really—just
as the whole notion of Regional Innovation Clusters is to determine
the strengths and look at the gaps of an area as they pursue what-
ever what their economic vision might be, whether it is in bio-
medical research; do they need more training? Do they need some
infrastructure? Do they need some facilities? Do they need tele-
communications assets, et cetera, et cetera? Or, for instance, it
could be a Regional Innovation Cluster focusing on tourism and the
different sets and skills and organizations and training that would
be required for that.

Mr. MOLLOHAN. Well, we look forward to it.

Secretary LOCKE. But this one is focusing on energy-efficient
building technologies, whether it is insulation, new materials, com-
ponents, et cetera, et cetera.

NIST—NATIONAL INNOVATION MARKETPLACE

Mr. MoLLOHAN. We will look forward to additional information
forthcoming on the program.

The National Innovation Marketplace, in last week’s NIST hear-
ing, we discussed the National Innovation Marketplace. And we
understand that is a new initiative in the Manufacturing Extension
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Partnership Program, and we have learned that EDA has a role in
this initiative as well. Can you describe the goals and vision of the
National Innovation Marketplace, and what is that?

Secretary LOCKE. I would have to get back to you on that. I am
sorry.

[The information follows:]

NATIONAL INNOVATION MARKETPLACE

The National Innovation Marketplace (NIM) involves the translation of emerging
technologies into business applications, market opportunities, and the adoption of
new products. It does so by allowing sellers, buyers, investors and distributors of
new products and technologies in all industries to connect with each other through
a web-based tool. The tool also connects manufacturers with sources of new tech-
nologies to improve their manufacturing processes or for adoption into new and im-
proved products. EDA does not have a formal role in the NIM.

Mr. MOLLOHAN. Sure.
USPTO—DEPARTMENTAL OVERSIGHT

Mr. Secretary, the United States Patent and Trademark Office,
let’s explore the funding difficulties associated with that, the budg-
eting difficulties associated with that.

You know, we had a fiscal crisis with regard to USPTO in 2009,
and they had to come back to Congress as a result of the economic
downturn and some other issues. Since Director Kappos will be tes-
tifying before this subcommittee at the end of March, it is not my
intent to dwell too deeply into this subject matter. We have a high
regard for him. We consider him to be really a straight shooter,
and we look forward to his testimony before our committee.

However, I would like to ask you a bit about the Department’s
role in oversighting USPTO. You know, there is an agreement out
there someplace in space that USPTO will through some process
have access to the funds that it—the fees that it generates to oper-
ate. I don’t think, I hope that was never intended to preclude their
submitting a requirements-based budget, but they haven’t. We
have required that this year. We look forward to that.

I think that is a first step in understanding, what are their
needs? Certainly, their needs aren’t necessarily related in any
budgetary sense to what their fees collections are. So it seems like
a really bad budgeting process, and it has proved to be a very bad
budgeting process; because they guess what their fees are going to
be, we appropriate it, and then they are in excess of that or they
are below that.

When they are below that, it costs us. We get scored for that. It
costs us a lot of money, which means that EDA doesn’t get funded.
They are shortchanged or somebody else is shortchanged. And it
also means the USPTO probably doesn’t have the money to run its
operations.

So we are looking for a process where, like every other agency,
USPTO submits a budget request which reflects what their needs
are. Hopefully the authorizers, which are considering this issue,
will come up with a fee funding scheme that really works and we
will be interested in seeing and inputting into that process.

But it became evident during the crisis that the Commerce De-
partment considered itself to have essentially no oversight respon-
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sibilities. It was a pass-through. The USPTO just passed through
its budget. Has that changed?

Secretary LOCKE. That is changing.

And that is one of the unusual situations that the new manage-
ment team at the Department of Commerce has come across, that
USPTO for a long time has traditionally considered itself semi-au-
tonomous from Commerce Department central management or
even our budgeting processes.

So we are reviewing a new requirements-based budgeting process
for the USPTO. And David Kappos has been terrific in and is wel-
coming involvement of the top managers and the management of
the Commerce Department, because, as you recalled, in the late
summer, when the funding crisis arose, it was the people from the
Department of Commerce that had to help intervene in that situa-
tion and help provide leadership to get them through that. And we
very much appreciate the support that you and your committee
provided in giving them temporary funding flexibility and relief,
borrowing authority. In the end, it wasn’t necessary, but it really
demonstrated the shortcomings in terms of reporting and budg-
?ting within the Department or the U.S. Patent and Trademark Of-
ice.

So we are trying to get a handle on it, and Dave Kappos is doing
a terrific job. We have a huge backlog. We also have some excess
fees that are now being generated because of some of the manage-
ment efficiencies and the reworking, the whole labor-management
cooperative processes that have been undertaken, as well as just
applying paralegals to take care of things that are sitting out there
that could be easily remedied, which we can then issue the patent,
collect more fees and use that to replace people who are retiring.

Because of the dire budget situation, with a lot of the retire-
ments of the workforce, we don’t have—we are really not able to
fill those spaces. And so our goal of trying to get the approval or
determination down to one year by year 2014 is in jeopardy unless
we have access to all those fees. And we appreciate the willingness
of you and your staff and the committee staff to work on that.

That is why the President’s 2011 budget assumes some addi-
tional fee-setting authority and other temporary fee provisions,
along with updating our IT systems. I mean, here it is the agency
that patents and protects innovation perhaps it is under-utilizing
the very things that they approve that are out there that can help
them do a more efficient job.

So it is a very—we have a very comprehensive program that we
have embarked upon to reduce that backlog and get the processing
down to within a year.

NOAA CLIMATE SERVICE

Mr. MoLLOHAN. Okay. Well, we look forward to that. And per-
haps this will be the year that we will, first of all, know what their
budget requirements really are, and put in place a fee funding
scheme that really works. And we look forward to working with
you on that and the authorizers as well.

NOAA Climate Service, Mr. Secretary. On February 8th, the first
day the Federal Government closed as a result of the blizzard’s
aftermath, the Department of Commerce and the National Oceanic
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and Atmospheric Administration announced the intent to repro-
gram and create a NOAA Climate Service. The subcommittee will
go into the details of the NOAA Climate Service with Dr.
Lubchenco on the 17th of this month. But since the announcement
was made jointly, I would like to ask you a few questions about the
process.

Why was the announcement made on the day that the Federal
Government was closed?

Secretary LOCKE. Well, that was already the date that had been
planned. In fact, the employees were going to be convened in a big
meeting at NOAA headquarters to receive that information. When
the government closed down, we weren’t sure how many people
were coming to work and how many weren’t. And it was primarily
an announcement to the press and various stakeholders, so it was
conducted by conference call. So we felt people would still be avail-
able whether they were at work or at home to participate in that.

Mr. MOLLOHAN. You know, I don’t know who you briefed, but the
Appropriations Committee wasn’t briefed.

Secretary LOCKE. I don’t know who all was briefed. We were told
that we had been informing people even weeks before of our intent
to try to do this, and I don’t know exactly how finalized a version
of the reorganization people were informed of. But I do know that,
in our meetings with NOAA, that they were indicating that they
very much needed to, and wanted to, inform key Members of Con-
gress, including the various appropriating committees. I do know
that there was a lot of outreach to a lot of the staff to inform them
of what was coming and what was being contemplated.

Again, we do know that it is a work in progress, and we want
to consult with the Members of Congress on the final design. There
is no final design for this but really a concept, some tentative ideas
on which people and which units would be moved from the various
scattered offices within NOAA into a one-stop shop or one-roof cli-
mate service.

Recognizing that, that is why, for instance, nothing would move
until the beginning of the next fiscal year so that, depending on
what the Members of Congress say, then we can line up with the
next fiscal year.

Mr. MOLLOHAN. Is that the goal, one roof, one shop?

Secretary LOCKE. Yes. We have so many functions data that is
collected with respect to climate from, probably about over a dozen
different line agencies or offices within NOAA.

Mr. MOLLOHAN. When you make that reference, are you talking
about just within NOAA? Or are you talking about

Secretary LOCKE. We are just talking about the NOAA functions,
making it easier and more convenient for stakeholders or members
of the public or government officials to access whatever information
we now collect with respect to climate.

Mr. MOLLOHAN. So you will have a discreet service, and folks will
know that NOAA has stood up a climate service?

Secretary LOCKE. Yes.

Mr. MoLLOHAN. What about other agencies or departments in
the government? Are you coordinating this effort with them and to
the extent——
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Secretary LOCKE. Yes. We coordinated this with the office of Mr.
Holdren, of Science and Technology, the White House, and even the
Department of Interior, because they also have a lot of collection
and data regarding climate.

Mr. MOLLOHAN. You describe it as a concept, but you announce
it as a program. What is next? Are you seeking an authorization?

Secretary LOCKE. Yes. We need approval from the Congress for
this reorganization.

Mr. MOLLOHAN. Do you have an authorization before an author-
izing committee in the House of Representatives?

Secretary LOCKE. We believe that we have the authority under
the National Climate Act. But we certainly would welcome the
input and the approval of the appropriating committees.

Mr. MOLLOHAN. Well, this is just an inquiry of what the status
of it is and what you think you have to do to move forward. Are
you going to seek a reprogramming, or are you going to submit and
have an amended budget request up here for this purpose?

Secretary LOCKE. It would be reprogramming, but not to take ef-
fect until the beginning of the next fiscal year to make it easier so
that we are not having to amend existing budgets.

Mr. MOLLOHAN. Okay. Well, that is all right. We will follow up
with it. Do you have a current package? Is it with the Department,
or is it with OMB, to flesh out this concept?

Secretary LOCKE. We have proposals. It has not been fully
fleshed out. Still with consultation, even with the employees and
the various labor groups. So we have a proposal, but it has not
been finalized.

ITA—TRADE COMPLIANCE—SUBSIDY INVESTIGATION

Mr. MoLLOHAN. Okay. Well, we are very interested in this, and
so we look forward to working with you on it.

Mr. Secretary, we are coming down to the——

Secretary LOCKE. Mr. Chairman, because I know you have a
great interest in this, and I want to make sure there is enough
time if you want to follow up on it. I want to clarify my earlier
statement regarding the International Trade Administration and
the allegations about currency manipulation and how that ties in.
The International Trade Administration is reviewing that allega-
tion and will be making a determination whether or not to initiate
an investigation of that particular allegation.

Mr. MOLLOHAN. You don’t have an investigation ongoing at the
time?

Secretary LOCKE. That is not yet ongoing. They are still making
determination as to whether or not to initiate such investigation.
I want to make sure we are clear on that.

[The information follows:]

TRADE COMPLIANCE—SUBSIDY INVESTIGATIONS

Our determination on whether to investigate this allegation is not dependent
upon whether an extension is requested in the case.

EDA—PUBLIC WORKS FUNDING LEVEL
Mr. MOLLOHAN. Thank you for that.
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Recently we had a hearing of the EDA grant program, Economic
Development Administration’s grant programs, Mr. Secretary, and
we had five grantees from around the Nation sitting down there
testifying, most of them very favorably, testifying about their expe-
riences with EDA. And they provided ideas for improving the pro-
grams. It was very valuable testimony.

We find that we have these interested stakeholders in these pro-
grams, and they come. And we have hearings, and it really is en-
lightening. We will go into these issues in depth with your fine As-
sistant Secretary Fernandez. And he is scheduled to testify next
week, so we look forward to that. However, I would like to focus
on a couple overarching issues with you today.

The grantees were very appreciative of the Economic Adjustment
Assistance program and its flexibility, but they also agreed to the
person that the Public Works Funding should not be reduced to in-
01lrease the Economic Adjustment Assistance, the EAA, funding lev-
els.

Now, every year, again, in the past administration—and I en-
courage you folks to sit down to distinguish yourself in some policy
way from the past administration—the past administration tried to
rob Peter to pay Paul in the same way you have; robbing Public
Works in this manner to fund the Economic Adjustment Assist-
ance. I had no problem with the Economic Adjustment Assistance.
As a matter of fact, I am increasingly convinced that it provides the
flexibility that you advertise when you come here and testify before
the committee.

On the other hand, I think you are going to find a lot of resist-
ance to reducing, changing much the Public Works projects. And
the interest in that remains very high out there in the stakeholder
community, also in the congressional community here.

So I guess what we ask is, why do you repeatedly propose to
eliminate Public Works to fund this program? Because at some
point, you are going to jeopardize—and people are going to——

Secretary LOCKE. I understand that concern.

Mr. MOLLOHAN [continuing]. Not be very responsive to your EAA
funding.

Secretary LOCKE. I understand that concern.

And as you noted, it is reduction of the Public Works Fund and
transferring virtually all of that over to the Economic Assistance
Program. Yes, the EAA program does have greater flexibility, and
the EAA also funds infrastructure projects very similar to what the
Public Works account also funds.

Mr. MOLLOHAN. Yes. But if you funded it that way, you would
be funding less Public Works, right?

Secretary LOCKE. There is that possibility that there could be ac-
tually less Public Works projects funded by merging it into the Eco-
nomic Adjustment Assistance.

Mr. MOLLOHAN. It would be more than a possibility. I mean, it
would actually have to happen because you are going to be siphon-
ing off funds to the other activities. So almost by definition you
would be funding less Public Works projects. And that is not some-
thing that is very attractive up here.

Secretary LOCKE. Well, we are adding to the current funding
within the Economic Adjustment Assistance account. And that does
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not necessarily—because the pie is now bigger—does not nec-
essarily mean that we will fund less Public Works projects within
this larger account.

Mr. MoLLOHAN. Well, then, let’s just all fund it out of the Public
Works account then.

Secretary LOCKE. I understand that.

Mr. MOLLOHAN. And if flexibility is the issue, really, then why
don’t you give that flexibility to the Public Works accounts?

Secretary LOCKE. That is a possibility, too.

Mr. MoOLLOHAN. Okay. Well, we look forward to working with
you. And I think that expresses our concern about this. It does not
express an opposition, however, to the Economic Adjustment As-
sistance account. We are going to be looking at that and working
with Assistant Secretary Fernandez. I look forward to working with
him on it.

Secretary LOCKE. He is a very, very——

Mr. MOLLOHAN. Impressive young man.

Secretary LOCKE. Very, very impressive person.

Mr. MOLLOHAN. We have a couple other questions we are going
to submit for the record for you. And thank you very much for your
testimony here today. We appreciate your appearing, and we look
forward to working with you, Mr. Secretary.

The hearing is adjourned.
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Chairman Alan Mollohan
Questions for the Record

Bureau of the Census — Status. Revised Estimates and Media Purchases

1. Please provide a brief time-line of the upcoming Decennial. When will
surveys be mailed? What is the actual Census day?

Answer:
DATE ACTIVITIES
January 25 to April 30 Conduct Enumeration of
Remote Alaska

February 17 to 19

USPS delivers Update/Leave
Advance Lefter Packages

February 26

Open Questionnaire Assistance
Centers in Update/Leave areas

March 1 to 26

Conduct Update Leave
operation

March 4 to September 8

Questionnaire Check-in and
Data Capture

March 8 fo 10

USPS delivers Mailout/Mailback
Advance Letters

March 15 to 17

USPS delivers Initial
Questionnaires Packages

March 19 Open remaining Questionnaire
Assistance Centers and all Be
Counted Centers

March 22 to 24 USPS delivered Reminder

Postcard

March 22 to April 12

Conduct Enumeration at
Transitory Locations

March 22 to May 29 Conduct Update
Enumerate/Remote Update
Enumerate operation

March 29 to 31 Conducted Service-Based
Enumeration

April 1 Census Day

April 1 to May 14 Conduct Shipboard Vessel
Enumerations

April 1 to May 21

Conduct Group Quarters and
Military Enumeration

Aprit 110 3 USPS delivered Bianketed
Replacement Questionnaires
April 6 to 10 Targeted Replacement

Questionnaires shipped to
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USPS (USPS delivery will begin
upon receipt on a flow basis)
April 11 to August 13 Conduct Coverage Follow-up
May 1 to July 10 Conduct Nonresponse Follow-
up
July 24 to August 25 Conduct Vacant Delete Check
December 31 Deliver Apportionment Counts
March 30, 2011 Deliver Redistricting Data
Products

2. What happens if people don’t return their surveys?

Answer: Households that do not return their Census questionnaire are included
in the Nonresponse Follow-up (NRFU) operation. In this operation, enumerators
visit each of the nonresponding households and attempt fo collect respondent
information. The operation is conducted from May 1 through July 10,

3. How much does it cost, on average, for each Non-Response Follow Up visit
to a home that has not returned its survey?

Answer: We will make up to 6 attempts fo acquire information on a household
that has not returned a census questionnaire. On average, it will cost $57 for
each househoid that has not returned a completed guestionnaire.

4. How much does the Bureau estimate the total Non-Response Follow-Up
operation will cost? Has this been recently revised, and why was it
considered necessary to revise it?

Answer: The FY 2010 enacted budget for NRFU is based on cost estimates
using a number of components that were developed early in the decade or were
revisited when the decision was made to go back to paper operations. The
components include staff productivity, the number of cases requiring follow up,
and cost drivers such as salary and mileage. The baseline budgeted for NRFU
was $2.74 billion.

However, as the census approached, our knowledge of these components
improved based on new experiences and data from operations like Address
Canvassing and Group Quarters Validation. We worked with a panel of experts
in both headquarters and field operations to determine the impact of this
information on cost drivers. We also revisited a number of Census 2000
observations and experiences. This process led us to identify components that
could remain as part of the original estimate and those that needed to be
updated. For instance, based on an assessment of current employment and
economic conditions, we decided to maintain the 2009 hourly salary levels, rather
than increase them in FY 2010 according to the original plan. The components
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that emerged as areas for the greatest concern due to high uncertainty and
impact on cost were workload and productivity. Working with subject matter
experts, we developed several likely alternative cost scenarios for these
components. A distribution of costs ranging from a low of $1.94 billion to a high of
$2.83 billion was developed. We determined a revised cost estimate of $2.33
billion was reasonable and fell towards the center of the range of the possible
cost estimates.

This analysis indicates that NRFU operations can very likely be completed within
the original budget despite recent changes in the economy and other external
factors that we believe will increase NRFU workload and lower productivity.

5. Is the Bureau continuing to reexamine non-response follow-up related
operations? Could this cost estimate increase?

Answer: The Census Bureau continues o monitor changing external conditions
and will update the estimate as more information becomes available. However,
as stated in the previous response, the Census Bureau believes that the current
funding level will be sufficient. Of course, much of the cost is dependent on
workload, which is highly dependent on the mailback response rate.

Apparently everyone saw ~ and has an opinion about — the Census ads during the
Super Bowl. Some people love the ads, and some people have criticized the
Bureau for spending money on advertisements encouraging census participation
during the Super Bowl.

6. How much did the Bureau pay CBS and how many spots did it purchase
during the Super Bowl and pre-game activities?

Answer: Our media buy with CBS consisted of one 30-second ad in the 3rd
quarter of the Super Bowl for $2.5 million. CBS provided added value in the form
of two more 30-second ads in the pre-game show and an additional two to three
12-second vignettes featuring James Brown delivering a message on behalf of
the Census. We believe that the Super Bowl ad along with the message
delivered by James Brown, who was the host of the day, carried great weight
with viewers,

7. How many viewers watched the Super Bowl? What was the cost per
person of all three ads combined? How much is that per person?

Answer: The Super Bowl was the most-watched TV event in history with 116
million viewers. That means we spent a little over two cents (.0215 doliars) per
viewer — an excellent result. Nielsen estimates 113 million people watched the
Census Bureau ad, making it the 9™ most watched commercial of all time. There
is no other television program that has the potential to reach as many people as
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the Super Bowl. Running an ad once in the Super Bowl has the potential to
reach 45% of adults 18 and over.

The Super Bowl is also the only program where viewers tuned in to see the
commercials as the program itself. Commercials that air on the Super Bowl have
a multiplier effect. Advertisers are mentioned in multiple news media outlets and
viewers will typically look to view them online almost immediately after airing.
Therefore, airing once in the Super Bow! creates significant buzz leading to
additional viewing potential. The ad was viewed on our YouTube site almost
400,000 times after the game.

. What are the cost-benefits associated with such advertising, and how they
are determined?

Answer: Our contractor reviewed all campaign research (audience
segmentation, Census Barriers, Attitudes, and Motivators Survey (CBAMS)
mindsets), and compared this information with industry data (Simmons) to
determine how each audience ~- and segments within each audience --
consumed media. Simmons is a national consumer study widely used as a
“standard” in the marketing and communications industry that produces
representative measures of consumer behavior and attitudes to
products/services, brands and media, as well as in depth demographic lifestyle
and psychographic characteristics.

Then, the contractor evaluated the media (television, radio, newspapers, etc.)
based on ability to deliver the recommended gross ratings points and appropriate
message for each audience. After negotiations, media and specific programming
was recommended for purchase and Census Bureau approval.

The Census Bureau is spending about $1 per person on our combined promotion
and outreach efforts. 1t costs just $.42 cents to mail back the census formina
postage paid envelop. It costs taxpayers $57 per person to send a census taker
door-to-door to collect the same information if they did not mail it back.
Promotional and outreach efforts were heavily focused on increasing the number
of households to mail back their form when they received it in March. We
consider reaching a 72 percent mail-back participation rate (the same rate as
Census 2000) to be a great success, and a result to which the advertising
campaign contributed.
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GAOQO’s Robert Goldenkoff, Director, Strategic Issues, testified on February 23
that “overall, the Bureau’s readiness for a successful headcount is mixed.”
Ongoing performance issues are affecting key IT systems, essentially a workflow
management system essential for the Bureau’s field operations and a payroll
processing system used to pay more than 1 million temporary workers.

9. What were the results of the December 2009 performance test the Bureau
conducted with each system?

Answer: The test demonstrated that the network is fully adequate, as less than
15 percent of the available bandwidth was used when an estimated 100 percent
of the anticipated load on the network was applied - mimicking peak NRFU
operations. Application challenges were revealed during the test, particularly for
the payroll system known as the Decennial Applicant, Personnel and Payrofl
System (DAPPS) and the workflow control system known as the Paper Based
Operations Control System (PBOCS). However, this testing provided an
unprecedented opportunity for decennial field applications to be "sampled” by the
actual end users, leading to application performance improvements that have
since been implemented. This testing also allowed us to focus management
attention intelligently, clarifying resource issues, both human and technological,
in time to ensure we put the right resources in the tight places for 2010 Census
Operations. As a result, both the DAPPS and PBOCS systems have been
reconfigured with significantly increased hardware capacity, and system tuning
has improved reliability and performance.

10.What is the status of these systems currently? What is being done to
resolve any outstanding problems?

Answer: For our most recent status update and action summary on the Paper-
Based Operations Control System (PBOCS), please see the following letter from
Director Groves to Chairman Clay of the Subcommitiee on Information Policy,
Census, and National Archives dated May 19, 2010.
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Economics and Statistics Administration

f,..mq,\ UNITED STATES DEPARTMENT OF COMMERCE

: . U.S. Census Bureau

%% j Washington, DC 20233-0001
OFFICE OF THE DIRECTOR

May 19, 2010 Traven of

The Honorable William Lacy Clay

Chairman

Subcommittee on Information Policy, Census,
and National Archives

Comnittee on Oversight and Government Reform
U.S. House of Representatives
Washington, DC 20515-6143

Dear Chairman Clay:

Thank you for your letter of May 13, 2010, concerning the status of our key decennial census
systems and operations. Although we discussed these matters at our meeting last week, this
letter more formally responds to your questions on this matter.

The Paper Based Operations Control System (PBOCS) is a web-based, address-driven, database
that the Census Bureau uses to manage the assigned work of hundreds of thousands of census
workers to ensure a complete, secure, and accurate 2010 Census, The database feeds into other
Census Bureau software systems, and it is used to manage local census worker assignments, print
materials, accept and transfer completed work to the three processing centers, and track progress
and performance.

I have, at every opportunity, reported to your subcommittee, to the Government Accountability
Office (GAOQ), and to the U.S. Department of Commerce’s Office of Inspector General (OIG)
my concerns about the stability and reliability of the PBOCS. 1meet with key staff from GAO
and OIG at least twice a week to discuss their concems, to convey our assessment of the
readiness and stability of the system, and to keep them apprised of the steps we have taken to
manage and deal with problems, issues, and the continued risks to our largest field operation—
Nonresponse Followup (NRFU). :

When the U.S. Census Bureau made the change to a paper-based NRFU operation two years ago,
it recognized that the PBOCS would perforce require development in a compressed time-frame.
This required a strategy for developing the system in phases and testing the system close to when
elements would be implemented.

Let me assure you that these matters are getting daily attention by me, Deputy Director

Mesenbourg, and the Associate Directors for Decennial Census, Field, and Information
Technology. Ensuring that the PBOCS is providing necessary and sufficient support for our

field operations, and that it is completed on time and on budget, is our highest priority.

The system has been used in production since early February. Inote that PBOCS was effectively
used to manage the work of census workers as they counted people living in remote Alaska and
to update our address list while leaving a questionnaire for households during our Update/Leave
operation. It was also used successfully to manage the Group Quarters Advance Visit operation
and the Enumeration of Transitory Locations operation. In addition, PBOCS is currently in use

USCENSUSBUREAU
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for the Group Quarters Enumeration, the Update/Enumerate operation, as well as for the NRFU
operation.

We have established key processes to monitor the program. The 2010 Census Application
Readiness and Infrastructure Stability (ARIS) group and the PBOCS Steering Committee both
meet on a daily basis to resolve resource issues and decide priorities. These groups contain both
career technical staff of the Census Burean and highly skilled external consultants,

The volume of work in the NRFU operation is proving to be challenging for the system, but a
number of fixes focusing on system stability have been put in place in recent weeks with the help
of high-level technical engineers from the vendors whose hardware and software solutions are
part of the PBOCS. The heavy use of this system began two weeks ago when we produced
millions of pages of worker assignment materials. Despite many challenges, thanks to a lot of
hard work by many people, I note that this activity was completed on the original schedule, and
assignments were provided to census workers for their May 1 start.

The PBOCS has been running more dependably over the last week, but there are still intermittent
problems. We fixed a major issue causing a slowdown in assigning Assignment Areas to crew
leaders that was causing a major backlog in the field. As of the first week in May, this checkout
function has been performing well. We implemented additional stability measures recommended
by engineers, and the system has been more stable,

As a result of these and other efforts, last week (the week of May 10) we were able to increase
(from 4 to 10) the number of concurrent users of the system in our 494 Local Census Offices,
and we were able to make considerable progress on our ability to assign and check-in work being
completed by our field workers. However, additional tasks were being added during this time,
which led to some performance problems over the last weekend. One of these additional tasks
was preparing completed questionnaires for shipment to our data capture centers, This involves
some intensive use of the PBOCS database in order to ensure the system knows what forms are
being shipped and in what container.

Because of the demands all these activities were putting on the system, we had to reduce (to 2)
the number of concurrent users on the system for the last several days. We are examining some
procedural changes that may mitigate this problem and allow an increase in the number of
simultaneous users in the LCOs. As of this moming (May 18), I note that we have increased the
number of concurrent users to 4 per LCO (about 2,000 users nationwide). This is important
because there is a large backlog of completed cases in the LCOs now ready to go to our data
capture centers, and (a) we want to get these materials out of the LCOs because they do not have
the space nor staff in place te store and keep track of this large volume of materials, and (b) the
data centers are now slightly behind schedule because they have not received the expected
volume of enumerator forms for data capture.

Another critical activity supported by the PBOCS is the selection and assignment of cases for the
NRFU reinterview operation. The NRFU enumerators meet with their crew leader on a daily
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basis to have their work reviewed for quality and completeness and to ensure uniform interview
procedures. We also systematically and independently reinterview a randomly selected
percentage of each enumerator’s completed cases and match the data they collected to the data
collected in the reinterview process. Local Census Office managers can also select additional
cases for reinterview to further investigate a particular enumerator’s work, and we conduct
automated statistical tests on all work to uncover suspicious or unexpected patterns.

Currently, as planned, the PBOCS is automatically selecting and assigning cases for the
reinterview operation, and the independent interviews are taking place. Completed cases are
being returned to the office as well. Although we believe we may have solved this issue already,
up through yesterday we were experiencing some problems with the integration between PBOCS
and the system being used to manage the comparison of reinterviews with original mtervxews
(the Matching Review and Coding System),

Despite the challenges we are facing and managing on a daily basis, I can report that both the
NRFU production operation and the reinterview operation are progressing close to our
expectations. As of May 17, NRFU production progress {(percentage of workload finished and
checked in) was about 3 percentage points lower than projected (19.1% actual, versus our
projection of 22.5% by that date). Also as of May 17, spending on NRFU production is below
projection (34.3% actual, versus our projection of 41%). The PBOCS has selected completed
NRFU cases for reinterview, as planned, and reinterview cases are being completed and checked
in slightly ahead of projection (4.6% actual, versus our projection of 0% by May 17), but slightly
over hudget (17.4% actual, versus our projection of 16.8% by that date),

In closing, ket me address your question about the potential impact of these system problems on
the accuracy of the 2010 Census. We are not out of the woods in our efforts to achieve a strong
2010 Census. However, we have no evidence now that the difficulties we are experiencing will
have a negative impact on the quality of the 2010 Census. I promise to report to you
immediately if this judgment ever changes. Ihope this letter, and our meeting last week, has
conveyed to you the level of effort and commitment we have made to overcome these
challenges, and that we are always mindful of the need to keep our primary objecnve in focug~-
to count everyone once, only once, and in the right place.

As I mentioned at our meeting, I would like to brief you and the ranking member the week of
May 24 on activities that have occurred since our Jast meeting. In that next meeting, it might be
useful to have GAO and OIG representatives present, to provide you with a comprehensive
perspective on the 2010 Census status.

Thank you for your continued interest and support.

Rt . G

Robert M. Groves
Director
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Director Goldenkoff reports that the rollout of key enumeration activities is
generally on track, and the Bureau has taken action to address some previously
identified problems.

11.What steps has the Bureau taken to reduce the number of unreadable
fingerprint cards of temporary workers?

Answer: The Bureau has been working closely with the FBI to drastically reduce
the unreadable fingerprint rate and to improve the background check process.
For example, we have improved the fingerprint training, and FBl-recommended
lotion has been added to the fingerprint kits in an effort to make more fingerprints
readable. More importantly, the Census Bureau is now using Livescan devices
in every practical case to collect two more sets of fingerprints from employees
who still have unreadable prints. One-thousand seventeen units have been
delivered to headquarters and to the regions. Al 494 {ocal Census Office
(LCOs) have at least one Livescan unit.

12. How much has the Bureau budgeted for fingerprinting in fiscal year 2010
and does this funding level include the proposed digital capture?

Answer: The Census Bureau currently estimates that it will spend $123.3 miltion
for fingerprinting in FY 2010. This includes the Livescan devices.

Although the overall request for the Census is $6 billion lower for fiscal year
2011, there are some increases requested with significant policy impacts.

13.What is the rationale for increasing the American Community Survey
sample size from 2.9 to 3.5 housing units annually, which would cost an
additional $44 million?

Answer: The initiative builds upon the foundation laid by the nationwide
implementation of the American Community Survey (ACS) in FY 2005 and will
achieve improved data quality and reliability to produce statistics that are used
for policy, decision-making, and the annual allocation of more than $400 billion of
Federal funds. In FY 2011, the Census Bureau will begin to improve the
reliability of the ACS estimates at the tract level by increasing the sample to 3.5
million addresses (approximately 2.5 percent of the population) and by
conducting 100 percent follow-up for all sampled addresses in Remote Alaska
and small American indian, Alaska Native, and Hawaiian Homeland areas. In
addition, a series of data quality improvements will begin in an attempt to further
reduce survey error, including annual field interviewer training and observation,
additional efforts to improve response rates for felephone data collection,
conducting enhanced review of multiyear estimates, and expanding research and
evaluation activities.
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An investment to improve the reliability of ACS data increases the ability of all
users, and particularly the federal agencies for whom ACS questions are asked,
to detect changes from year to year. Further, at the tract level, this investment
will lead to more equitable allocation of Federal funds across all communities and
population subgroups. Further, improving data quality and reliability of statistics,
especially at the census tract level and for small and mid-size areas (less than
20,000 population), will offer a more accurate portrait of community and small
group characteristics. This will result in better decision-making at the local level,
such as placement of infrastructure by local governments in locations where it is
most needed. Increasing the reliability of ACS estimates also will benefit
entrepreneurs and businesses by informing their decisions about where to
expand their operations and will provide better data on the changing economic,
social, and demographic trends of their workforce and customers.

The Small Area Income and Poverty Estimates (SAIPE) Program provides an
excellent example of the benefits of increasing the ACS sample. The SAIPE
program provides estimates of income and poverty statistics for all counties and
states, and over 14,000 school districts, regardless of size. SAIPE program
estimates are made possible by combining direct survey estimates, such as the
ACS, with administrative records sources, such as tax information. SAIPE
estimates are used for the administration of Federal programs, as well as the
basis for allocating over $14 billion annually as part of the No Child Left Behind
Act of 2001. A primary input to the SAIPE model is data from the ACS. An
expanded ACS sample is the key to improving SAIPE data, which will result in
more small school districts having a better chance of abtaining accurate and
equitable allocations of Federal funds.

14.There is also a $26 mitlion initiative to update the Master Address File and
the TIGER digital mapping system continuously throughout the decade.
What advantages will this have for the 2020 decennial?

Answer: The Geographic Support System (GSS) initiative supports improved
address coverage (particularly in rural areas), continual update of roads and
other spatial data, and enhanced quality measures for addresses and spatial
data that are part of Census Bureau geographic programs. These activities are
designed to allow the Census Bureau to pursue a targeted address canvassing
operation for the 2020 Census (as opposed to a 100 percent effort). The more
targeted the 2019 Address Canvassing operation can be, the more this initiative
can save. A continuously updated address list will also increase the efficiency of
field staff working on current (ongoing) surveys. The expanded GSS enables the
Census Bureau to meet address and geospatial requirements of the 2020
Decennial Census, as well as the annual American Community Survey and other
current statistical surveys.
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Continuous address updates are planned in ali communities. Source data for
urban area updates will expand from our current reliance primarily on the U.S.
Postal Service Delivery Sequence File to include local government supplied and
vendor address information. In assuring a nationatl address framework, a
particular focus is on rural communities without city-style addresses and on
Puerto Rico which has unique addressing characteristics. in addition to address
data from partners and vendors, address information is augmented through field
data collection, and change detection techniques.

The financial impact of these activities could be offset by cost savings if a
targeted 2019 Address Canvassing operation is determined feasible (a
determination to be made by 2015), thus avoiding a full spatial data accuracy
improvement program in preparation for the next decennial census. Planned
assessments of address quality will track the success of improvements to the
MAF/TIGER database and determine the feasibility and magnitude of a targeted
Address Canvassing operation for the 2020 Census.

Maintaining accurate and complete street networks reduce cost to the taxpayer
by making census and survey operations more efficient by enabling census
takers to find and enumerate assignment areas quickly. Accurate streets also
improve census data by helping to ensure that housing units fall into the correct
census block for tabulation. This program would halt the degradation of
positional accuracy and attributes of geographic data and captures new sfreet
growth to ensure data currency to support census and survey operations.

Census Scams

Unfortunately, there have been reports of scams perpetrated by individuals or
groups representing themselves as conducting the 2010 Decennial Census, and
in some cases, using documents that purport to be the actual survey itself. The
intent is to obtain money or personal identification from the victims.

15.What is the Census Bureau doing to combat this activity?

Answer. The Census Bureau is working proactively and has taken several steps

to prevent such scams: 1) protecting the Census Bureau and 2010 Census name
and brand on the Intemet; 2) working with Better Business Bureau; 3) enhancing

the Census Bureau’s website to get the word out; 4} working with the media; and

8) working with the Federal Trade Commission.

To help with our brand protection, we entered a contract with MarkMonitor toward
the end of September 20098. MarkMonitor provides us the capability to track
websites as they are registered and notifies us of any that appear to be Census-
related. We review these reports and work with our Office of General Counsel to
determine what, if any, actions would be warranted, up to and including having
the site taken down. Since the contract was awarded, MarkMonitor has identified
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774 sites with the word Census in the domain name or that used terms that could
be relevant or used by the 2010 Decennial process. Of those 774, only 200 are
currently active, and no phishing sites have been identified. We continue to
monitor this activity.

The Census Bureau has signed a national partnership agreement with the Better
Business Bureau (BBB). Through this official partnership, the BBB posts
information about the 2010 Census in their weekly tip sheets to the media. The
Census Bureau also hosted a Webinar with the 123 BBB Iocal offices to ensure
BBB representatives are on message and informed when talking about the 2010
Census. Our local media specialists are directly in touch with the BBB local
offices to provide a unified message and accurate information about potential
census scams. The BBB has also posted 2010 Census items on their Web site,
including notifying the public that a fake e-mail purported to be from the BBB was
a scam.

The Census Bureau has put a fraud/phishing link on our web pages, including
the main agency site as well as the 2010 Census home page. This link allows
people who feel they may have been a victim or potential victim of fraud or
phishing to contact us for information. The information submitted is reviewed by
the Census Bureau's Computer Incident Response Team (CIRT), which forwards
it to the appropriate area for action. To date, most of this activity has been people
questioning current and annual survey activities and not Decennial issues. In all
of these cases, the CIRT forwards the information to the appropriate program
area who then contacts the individual to answer their questions. The Census
Bureau has posted this information on our Web site (www.2010census.gov),
including information about how to recognize a census taker and how to
recognize a census scam.

Our Public Information Office is working proactively with the media, specifically
consumer affairs reporters to whom the public often turns to when uncertain
about the legitimacy of a census-related mailing or questionnaire, to get the word
out to the public about how to identify a census taker and what to do if a person
thinks he or she is the victim of a scam.

The Census Bureau, working with the Federal Trade Commission (FTC), will
refer possible scam victims to the FTC website or its toll free phone number. The
FTC will investigate all types of scams (mail, phone, and internet).
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international Trade Administration — Pre-Petition Process

The Department of Commerce (DOC) is in charge of initiation of antidumping (AD)
and countervailing duty (CVD) investigations under Section 701 and 731.* The
DOC is supposed to have an informal, pre-petition review process in order to
assist the petitioners in perfecting their petitions prior to filing. In recent years,
however, there has been a decrease in pre-file petitions by petitioners with legal
representation. This is reportedly due to a perception that the pre-file process
has actually added significantly to the costs of litigation for injured domestic
industries and workers and has extended the length of investigations.

* Title VIl of the Tariff Act of 1930 (19 U.S.C. 1671 et seq.) as amended.

16.Have these issues been reviewed by an independent consultant? If so,
what was the outcome of that review?

Answer: As a result of an FY2007 OMB Program Assessment Rating Tool
(PART) evaluation of Import Administration’s (1A} antidumping and countervailing
duty program, ITA committed to hiring an independent firm to conduct a program
review of IA. Following a competitive procurement process, ITA contracted with
CACl/the Wexford Group International to evaluate certain functions, and
structural and organizational aspects of IA’s programs. . Specific areas of interest
included:

« Planning and evaluation tools emphasizing strategic planning and
performance;

« Suitability of the current organization structure and available resources to
address current and future fluctuations in workload;
Effectiveness of existing management practices, tools and metrics; and
Identification and feasibility of opportunities to measurably enhance or
improve IA program functions and activities through the use of supplermnental
external contract support.

The recommendations set forth by CACI are being used to improve 1A program
operations and to promote more effective and efficient program administration.
While CACI's program review covered pre-petition counseling, this 1A activity was
not the primary area of focus. The 2009 report noted the importance of the unit's
counseling services in extending the benefits of trade remedies to potential
petitioners, particularly small- and medium-sized businesses that are unable to
afford legal assistance in evaluating whether to pursue an AD or CVD case and
prepare and file a petition. The report did note that certain trade law firms with a
long history of filing trade cases stated that, in many instances, they no longer
availed themselves of the petition counseling unit's services and believed that the
process needed improvement to be more efficient, similar to the counseling
process of the International Trade Commission. CACl/Wexford Group
recommended that the Department reach out to the International Trade
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Commission, {A’s Steel import Monitoring and Analysis Unit, and industry
representatives to discuss best practices and seek suggestions for improvements
in the petition counseling process.

It should be noted that use of petition counseling services, including the review of
draft petitions, is completely voluntary and provided free of charge to any
potential petitioner. While the Depariment is committed to continually reviewing
how Commerce services can be improved and have asked that |A consider the
CACI/MWexford recommendations to that end, the Department is confident that
our petition counseling staff provide considerable value to U.S. industries seeking
to understand whether the AD and CVD laws are the appropriate tools to address
the commercial problems they face and to determine what is needed in order to
get a case successfully launched. Most law firms representing U.S. industry
petitioners continue to provide draft petitions for the Depariment’s consideration
to learn which aspects of their claims may need to be strengthened in order to
meet the standards for initiation required by law and tfo clarify other issues in
order to streamline and facilitate later investigation. Further, small- and medium-
sized enterprises, particularly those without counsel, continue to avail themselves
of petition counseling, finding that it provides them with the guidance they need
o evaluate and pursue a trade remedy case ~ something they thought might be
unattainable, in part, because of the cost of legal assistance. In 2009, pro se
petitioners, assisted by the Petition Counseling Unit, successfully obtained trade
relief when the Depariment imposed AD and CVD orders on commodity
matchbooks from India and AD duty orders on HEDP acid from China and India.
Commerce has been tracking its performance on petition counseling sessions for
a number of years and it is a performance indicator which is important to our
strategic goals. This includes the number of new AD/CVD petition counseling
sessions conducted by IA staff, which was 71 in fiscal year 2009. In addition, we
track the number of continued AD/CVD petition counseling sessions, which was
174 in FY2009.

17.What steps is the Department planning to take in response to the review?

Answer: The Department has already begun to act on the report's
recommendations. A officials have met with their International Trade
Commission counterparis in the first of several technical exchanges aimed at
obtaining a better understanding of each agency’s practices with the goal of
improving both the process and customer satisfaction. The Petition Counseling
Unit has also met with the Steel import Monitoring and Analysis Unit within 1A to
discuss successful customer service practices that may be applicable to both
units. The Department also intends to reach out to industry representatives and
past petitioners, including small- and medium-sized enterprises, as well as trade
law firms, to solicit their thoughts on possible improvements to the petition
counseling and initiation process.
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18.What would be the effect of changing the process to allow the disciplinary
teams that handle the actual investigations to also handle the pre-petition
filings and post-petition initiation issues, similar to the process of the
International Trade Commission?

Answer: Currently, the processes between the two organizations are very
similar. In almost all cases, the Commerce teams reviewing the draft petitions
include the analysts and managers that will eventually be conducting the
investigation, along with members of the Petition Counseling Unit, representing
the Office of Policy, and attorneys from the Office of the Chief Counsel. This
same team reviews the petition, once it is officially filed, for initiation purposes.
Although the Petition Counseling Unit coordinates the process on behalf of the
agency, the team as a whole reviews the petition and provides comments to the
petitioner. In addition, all major issues, complex questions or substantive issues
raised by parties, including the petitioner, would be raised to the Deputy
Assistant Secretary or Assistant Secretary level. The decision to initiate an
investigation or to decline fo initiate an investigation is made by the Assistant
Secretary. Many of the team level processes were instituted in the past several
years in response to suggestions from the industry and their legai
representatives.

It should be noted that there are substantial differences in complexity between
the pre-initiation and initiation reviews by the two agencies. As the administering
authority, the Department of Commerce is the sole agency responsible for
initiating an antidumping or countervailing duty investigation. All aspects of the
petition including industry support, allegations of dumping or subsidization, the
scope of the petition, injury and causation, must be reviewed by the Department
to determine whether the standards for initiation have been met. While the
International Trade Commission does provide guidance on injury, the domestic
like product and scope of the petition as part of its pre-initiation process, it is not
the agency involved in reviewing the petition for initiation.

Upon formal initiation of an AD or CVD investigation, Commerce’s role is the
impartial administration of the antidumping and countervailing duty trade laws.
We conduct all investigations in an open and transparent manner, and do so in
strict accordance with our domestic laws and international obligations.
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International Trade Administration
Fraud and False Statements — During Investigations and Administrative Review

19.1n cases of fraud or false statements by a respondent in an unfair frade
investigation, what tools does Commerce have for holding a respondent’s
legal counsel accountable for any faise certifications they make?

Answer: The Department is not aware of any false statements having been
made to it by counsel during any of its unfair trade investigations. if sucha
situation arose, iImport Administration (1A) could refer the matter to the Inspector
General's Office for consideration. If evidence warranted further action, the IG's
Office could refer the matter to the Depariment of Justice for proper handling.

20.1s the Department aware of complaints that there are attorneys who
repeatedly provide false certification in an attempt to assist their clients in
defrauding the Commerce Department?

Answer: No. There have been no specific allegations or evidence submitied
against an aftorney aileging that the attorney provided false certifications as part
of defrauding the agency during an investigation or review.

21,Has the DOC taken disciplinary action against attorneys or consultants
who have participated in the preparation and submission of false
information?

Answer: Although the Depariment itself cannot take any disciplinary action
against attorneys or consultants, Commerce assists its partner agencies to fully
investigate any evidence of the submission of false information by an individual,
not just attorneys/consultants. For example, our litigation support to U.8.
Customs and Border Protection and the Department of Justice effectively led to a
2006 conviction in a case involving the mislabeling of Vietnamese frozen fish.
That conviction, however, involved principals of the company and not attorneys.

22.1s there a process for applying sanctions or for referral to bar associations
for the filing of false certification of accuracy by counsel? If not, should
there be such a process?

Answer: At this time, The Department does not have a process for imposing
sanctions unless a violation of an Administrative Protective Order arises. To the
extent an attorney believes that opposing counsel has violated some ethical
obligation, the first obligation fo report such behavior rests with the complaining
attorney.
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23.Doesn’t the lack of such a process incentivize bad actors to shop for
attorneys who will certify fraudulently?

Answer: The Department is not aware of such behavior by counsel who appear
before it. Moreover, lack of a specific process does not excuse any attorney from
his/her obligations and/or liability under the civil and criminal codes regarding
false statements to the government, as well as any ethicai obligations they have
as members of their respective bar association(s).

National Export Initiative —~ Staffing Requirements

Of the 251 FTE requested in the National Export Initiative (NEI), 51 will be based in
headquarters, 30 will be in the domestic field, 50 will be overseas Foreign Service
Officers (FSO), and 120 will be locally engaged staff (LES).

24, Why is one-fifth of the requested staff increase in headquarters?

Answer: ITA has a balance of both headquariers and overseas staff that work to
support U.8, businesses in expanding their businesses overseas and enforcing
U8, trade laws. in fact, ITA's currently has 43 percent of their staff located at
headquarters. This reflects the fact that much of ITA's programmatic work is
dane hers at headquarters: Import Administration (1A), Market Access and
Compliance (MAC) and Manufacturing and Services (MAS) are almost
completely located here at headquarters. Only the U.8. & Foreign and
Commercial Service (CS) has a large field component. So, compared {o ITA as
a whole, a far greater percentage of the NEI increase in staff (80 percent) is
going to the field.

MAC's portion of the NEI has a good balance between headqguarters staff,
overseas officers, and LES. The centerpiece of MAC’s program in the NEl is
increasing trade compliance officers overseas. MAC will place 8 officers
overseas, who bring in-depth knowledge of frade agreements and the ability to
advocate for U.S. market access goals with foreign governments. Along with the
overseas officers will be eight LES who provide critical assistance with
translation, administration, and skill in uncovering trade barriers that are hidden
in foreign government regulations. To meet the anticipated workload associated
with the new overseas officers, MAC will hire an additional six country and issue
desk officers in headquarters. The headquarters staff will work with U.S. firms to
find and remove trade barriers, analyze identified barriers, and participate in
teams that coordinate efforts by the Commerce Department and other USG
agencies to remove foreign barriers to trade.

MAC's other two programs under the NEI will have a fotal of seven headquarters
staff. These officers will perform two key roles ~ oufreach to U.S. firms and
workers and developing programs fo pre-empt foreign trade barriers. The
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outreach effort will inform U.8. firms and workers of their rights under the 200+
trade agreements signed by the United States, and will serve as a feeder system
to direct trade problems faced by exporters to the Trade Compliance Center.
Pre-empting foreign trade barriers is a collaborative approach with other USG
agencies to help developing countries establish pro-growth and anti-corruption
frade policies. Past experience shows that it takes considerably more effort to
undo frade barriers after they are put in place.

A key component of the NEI is its focus on trade compliance and enforcement.
As part of this initiative, IA plans to increase the number of personnel in foreign
field offices that will enable IA to more closely monitor and intervene, as
appropriate, in foreign trade cases, especially those targeting U.S.
competitiveness policies, as well as foreign governments’ use of trade-distorting
subsidy programs. To complement this effort, we will also enhance our trade
compliancefenforcement efforts at headquarters o support our active defense of
U.8. commercial interests in foreign trade remedy actions and assist U.S.
companies who are impacted by foreign unfair trade practices. Establishing
these additional resources at headquarters is an essential component of
safeguarding U.S. competitiveness. For example, recent foreign trade remedy
actions have targeted U.S. exports in several important sectors, including
biodiesel, steel products, chicken, and autos.

While MAS has no staff presence outside of headquarters, MAS will conduct NEI
activities throughout the United States, such as sustainable manufacturing best
practices conferences. MAS’ programs will be driven from headquarters to take
advantage of efficiencies and save money.

CS operates several client-facing programs based out of Headquarters.
Examples are: Trade Information Center (TIC), Advocacy Center, International
Buyer Program (IBP), Trade Missions, and Corporate Partners. These programs
will be the primary recipients of increased FTE at Headquarters.

25, 0f the 30 planned domestic field agents, are any Foreign Service officers?

Answer; Initially, some of the domestic field staff will be Foreign Service Officers
serving a mandatory domestic rotation at the beginning of their careers. These
rotations normally last two years, but we expect all 30 new domestic positions will
be full-time federal employees.

26.Hf so, why would Foreign Service officers be assigned to domestic
positions?

Answer: As part of their professional development, Foreign Service Officers are
required to serve a domestic field four in the early years of their career to learn
the needs of our U.S. client base and how the domestic field assists American
companies. It also promotes effective cooperation between our domestic and
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international operations. We anticipate keeping this rule in place as we
implement the NEI.

27.Please explain why the number of FTE in the NEI request is almost half
Locally Engaged Staff?

Answer: The NEI request will bolster LES staff in the markets that offer the
greatest export potential for U.S. firms. The expertise and contacts of LES are
essential fo helping U.S. companies successfully export U.S products and
services. Under the direction of U.S. Commercial Service Officers, the LES
provide critical support services to U.S. companies, especially SMEs. They have
key contacts in the target industries and local government, as well as in-depth
knowledge of local market opportunities and conditions. The assistance of the
LES is frequently cited by C8 clients as a key factor in their export success and
consequent hiring of additional workers in the U.S. to fulfill these export orders.

28.Where will the new staff be located overseas and why?

Answer: CS has not yet completed its strategic workforce planning process for
determining where new staff will be located. In the President’s FY 2011 Budget,
ITA identified markets where we may open new offices. We are also looking at
current staffing shortages in existing priority markets overseas.

Other Agencies and Organizations Involved

Other Departments and organizations are also involved in the NEI,

29, Please explain which agencies are involved and how this multi-agency
initiative will increase exports and provide jobs for Americans.

Answer: The NEI is designed to address challenges that U.S. companies,
especially SMEs, face - such as the lack of information on how to export, the
inability to get export financing, and overcoming barriers to foreign market entry.
The Trade Promotion Coordinating Committee (TPCC), which consists of 20
federal agencies responsible for export promotion, establishes and implements
the Administration’s trade promotion priorities. The TPCC is chaired by the
Secretary of Commerce and its Secretariat is housed in CS. Executive Order
13534 of March 11, 2010, sets out the operating parameters for the NEI and
establishes the President’s Export Promotion Cabinet (EPC), which is tasked
with developing and coordinating the implementation of the NE! in conjunction
with the TPCC. The agencies that are part of the EPC are listed below:

(a) the Secretary of State;

(b) the Secretary of the Treasury;
(c) the Secretary of Agriculture;
(d) the Secretary of Commerce;
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(e) the Secretary of Labor;

(f) the Director of the Office of Management and Budget;

(g) the United States Trade Representative;

(h) the Assistant to the President for Economic Policy;

(i) the National Security Advisor;

(i) the Chair of the Council of Economic Advisers;

(k) the President of the Export-import Bank of the United States;

(1) the Administrator of the Small Business Administration,;

(m) the President of the Overseas Private Investment Corporation;

{n) the Director of the United States Trade and Development Agency; and
(o) the heads of other executive branch departments, agencies, and offices
as the President may, from time to time, designate.

Secretary Locke’s inaugural TPCC Principals meeting in October 2009 laid the
groundwork for a comprehensive, government-wide export promotion strategy,
and established six new working groups based on the greatest potential to
stimulate job creation. The six working groups are: Advocacy, Analysis and
Data, Alternative Energy, Brazil/India/China, Next Tier Markets and Small
Business, At the second TPCC Principals Meeting in March 2010, the TPCC
agreed to continue the work of the six working groups and create a seventh
working group to create recommendations for NEI Priority #8, Export Promotion
of Services.

In the NE|, the President challenged the nation to double exports and create up
to two million jobs over the next five years. While this is a national goal, the
TPCC agencies are focusing on specific actions that each government agency
can take, separately or together, to create an optimal environment to achieve the
President’s goal. For example, currently less than one percent of U.S.
businesses export goods or services. The Commerce Department, working with
the Small Business Administration, Department of Agriculture, and Export-import
Bank (among other TPCC agencies), is devising a nationwide marketing
campaign aimed at SMEs that introduces them to the export-related services
available through the federal government. If that one percent figure can be
increased to 1.5 or 2 percent over the next five years, export sales will increase,
as will the number of jobs created. In September, the EPC, through the TPCC,
will deliver a report to the President with actionable recommendations stemming
from the TPCC working group meetings to implement the eight objectives
detailed in the NEL
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30.What is the total level of funding requested for the NE! across all the
participating agencies? How many jobs will this total funding level
support?

Answer; The Administration is seeking increases to a number of other TPCC
agency budgets in order to support more U.S. jobs through exports, including:

$78.5 million funding increase for {TA to help U.S. companies export by
expanding CS staff overseas and improving ITA technology solutions. The
funds will also increase trade promotion services, such as trade missions and
outreach increasing export awareness, and making it easier for U.S.
companies to export.

$54 million funding increase for USDA programs that promote U.S,
agricultural exports by developing and maintaining overseas markets and
reducing foreign trade barriers and other practices that hinder U.S.
agricultural exports.

$21 million increase for Ex-Im Bank to be able to process export loans more
quickly and increase its ability to help small businesses by expanding its staff
and utilizing technology more efficiently. The Administration also approved a
program budget of $92.7 million compared to a level of $58 million for FY
2010, a 60 percent increase. Since Ex-Im collections exceed its expenses
there is no appropriations request.

$5.6 million for the Small Business Administration’s (SBA) Office of
International Trade, which helps support SBA’s export financing programs.
$1 million increase for USTDA to promote investment in clean energy
projects.

It is difficult to predict the fotal number of jobs that would be created from dollars
invested by each of the participating agencies. The goal is to engage all
stakeholders in the U.S. to address this challenge together, broadening and
deepening the base of U.S. exporters and raising awareness of the export
assistance available, which will help create jobs.

31.What increase in exports do you anticipate could result from the initiative?

Answer: It would be difficult, if not impossible, to quantify the effects of the many
components of the initiative on exports. We believe that the initiative targets the
areas where the Federal government can get the most "bang for its (export
promotion) buck” and will generate benefits far in excess of costs.
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32.With respect to ITA’s NEI funding request, how do the components work
together and are the individual components scalable? Are all the
components strictly necessary?

Answer: The NEI is a comprehensive and integrated government and ITA-wide
proposal, with limited scalability, in which the various parts of the increase
support one another.

ITA will play a critical role in implementing the President’s NEI and ITA's FY 11
budget request is designed to meet his challenge. ITA’s contribution to the
President's NEI leverages our infrastructure and programs to focus on key
factors that will contribute to domestic job creation. ITA's request of 131 FTE
and $78.5 million (including 110 locally-engaged staff overseas) will implement
an agency-wide, comprehensive, muiti-year program,

The President's NEI calls for an expansion of trade advocacy by educating more
U.S. companies about exporting and connecting them with prospective foreign
business partners, providing small businesses more access to export financing,
and continued rigorous enforcement of international trade laws to help remove
trade barriers.

To support the President's NEI, the United States needs a comprehensive export
promotion strategy that addresses five critical areas:

(1) Growing more competitive U.S. firms: Without a competitive domestic industry
base, there is little basis for growth in exports. Enhancing competitiveness
involves the removal of impediments to business and the development of public-
private partnerships (e.g., placing trade specialists at top Manufacturing
Extension Parinership centers). By identifving the key obstacles to
competitiveness and by assisting companies in navigating those barriers, ITA
can provide critical support to U.8. businesses.

(2) Further reduction of potential foreian bartiers to LS. exports: Each trade
barrier represents a financial loss, as well as lost opportunities for American
companies to expand their production or service capabilities, hire additional
workers, or pursue investment opportunities. Enhancing ITA’s domestic and
international capacity to identify and address trade barriers in support of U.S.
companies is essential to U.S. economic growth and prosperity.

(3) Increasing the number of export-ready firms: One of the biggest challenges
facing U.S. economic growth today is finding ways to encourage more U.S.
businesses, especially SMEs to take advantage both of improved access to
foreign markets and expanding business opportunities in a growing world
economy. In order for these businesses to export for the first time, break into
new markets, or expand their current export footprint, they need focused and
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tailored assistance through ITA’s global network to understand the nuts and bolts
of exporting and identify sales opportunities and follow-up afterwards. We know
that currently 97 percent of exporters are SMEs, but they only account for 30
percent of the value of exports. We know there is great potential here — out of the
12,335 export successes ITA recorded in FY09, 85 percent were reported by
SMEs.

(4) Expanding U.8. expotts in key emerging markets and sectors: Growth in key
foreign markets in Asia, the Middle East, and Africa will help drive global
economic recovery. Export-intensive, high growth industry sectors provide
significant opportunities for U.S. SMEs, in particular, to grow revenues and
create jobs by exporting. ITA is well-positioned {o provide on-the-ground, timely
assistance to target underserved markets, reach new-to-market and new-{o-
export SMEs that can serve those markets through expanding and leveraging
current ITA programs and developing new marketing tools.

{5) Enhancing protection for U.8. firms from unfair trade practices at home and
abroad; Efforts to enhance U.S. commercial competitiveness and to maximize
the potential of U.8. exporters can be thwarted by unfair and illegal practices of
governments and firms abroad. Only with a level playing field can U.S.
companies strengthen and develop the capacity to expand into new export
markets or maintain market share. To neutralize such unfair barriers and
advantages, iTA could tap into and expand the full range of Commerce’s legal,
analytical and commercial expertise to provide a robust and comprehensive
program of services to assist U.S. exporters and confront foreign unfair trade
practices, protectionist measures and intellectual property right infringements.

ITA's FY11 budget request addresses these five critical areas that could make a
significant contribution to domestic job creation. More specifically, [TA's
programs, people, and infrastructure will support the President's NE| with a
budget increase through nine specific proposals.

National Telecommunications and information Administration

— Broadband Technology Opportunities Proaram {(BTOP)

In the American Recovery and Reinvestment Act, $4.7 billion was appropriated to
NTIA for the Broadband Technology Opportunities program, or BTOP, To date,
approximately $1 billion has been obligated through this program for broadband
grants.
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33.Have all of the first round awards been announced? If not, by when will
that occur?

Answer: Yes. As of May 2010, NTIA has announced 82 awards totaling more
than $1.2 billion in grants for broadband infrastructure, public computer centers,
and sustainable broadband adoption projects. Additionally, NTIA has awarded
54 grants under the Broadband Mapping program totaling approximately $102
million to fund broadband mapping and planning activities.

34.Why have the first round grants taken a year to award?

Answer: Since the passage of the Recovery Act, NTIA has been working
expeditiously to establish a new program from the ground up consistent with
Congress’ directive to award funds as quickly as possible fo stimulate investment
and job creation, as well as to ensure that taxpayer funds are spent in the most
responsible manner possible. From our initial startup activities, including staffing
a program office, developing grant program rules and regulations, procuring
program support services, and coordinating grant processing activities with other
Department of Commerce agencies, in little more than a year NTIA has
processed a large volume of applications and awarded over $1.2 billion in grants
to expand broadband infrastructure, invest in public computer centers, and
promote sustainable broadband adoption. These investments will help bridge the
technological divide, boost economic growth, create jobs, and improve education
and health care across the country. For the second grant round, the agency
released its second Notice of Funds Availability (Second NOFA) as planned,
received 867 applications, and remains on track to award all BTOP grants by its
statutory deadline.

Given the significant constraints and challenges presented by the Recovery Act,
NTIA has effectively balanced its obligations to protect taxpayer funds and make
grants as expeditiously as practicable.

35.When are the second round applications due? Has the application process
been revised at all to eliminate some of the problems encountered in the
first round?

Answer: Round Two applications for Public Computer Center (PCC) and
Sustainable Broadband Adoption (SBA) projects were due March 15, 2010 and
applications for Comprehensive Community Infrastructure (CCl) projects were
due March 26, 2010. 1am pleased to report that the agency received 867
applications requesting more than $11 billion in funding in Round Two. Also,
NTIA announced on May 13, 2010 a limited reopening of its Round Two CCI
application window for certain state and local governments to apply for
broadband stimulus funding to support public safety projects.' The potential
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applicants are the state and local governmental entities that the Federal
Communications Commission (FCC) recently permitted o deploy public safety
broadband systems using the 700 MHz public safety broadband spectrum. The
application window will be open from June 1%, 2010 8:00 am EDT until July 1,
2010 5:00 pm EDT.
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NTIA TO ACCEPT ADDITIONAL PROPOSALS FOR BROADBAND PROJECTS TO
IMPROVE PUBLIC SAFETY COMMUNICATIONS

Agency Announces Limited Reopening of BTOP Application Window for State and Local
Governments Recently Granted FCC Authority to Deploy Public Safety Broadband Systems

WASHINGTON — The Consmerce Department’s National Telecommunications and
Information Administration (NTIA) today announced that it will provide an opportunity for
certain state and local governments to apply for broadband stimulus funding to support public
safety projects. The potential applicants are the state and local governmental entities that the
Federal Communications Commission (FCC) recently permitted to deploy public safety
broadband systems using the 700 MHz public safety broadband spectrum, NTIA’s decision
supports the American Recovery and Reinvestment Act’s goal of improving public safety
communications and provides that community with the opportunity to obtain funding for an
initial set of networks that will help lay the groundwork for a nationwide, interoperable public
safety broadband network.

“The FCC has just cleared the way for a number of state and local governments to deploy new
public safety broadband systems,” Assistant Secretary for Communications and Information and
NTIA Administrator Lawrence E. Strickling said. “Given the adminisiration’s commitment to
improving the communications networks of our fire, police and rescue personnel, NTIA is
offering these governments the opportunity to apply for broadband stimulus funding to help
build their networks. We hope to receive strong propesals that merit investment in order to
advance the deployment of a nationwide, interoperable public safety broadband network that
makes America safer.” .

Applications in the second round of NTIA’s Broadband Technology Opportunities Program
{BTOP), funded by the Recovery Act, were due in late March 2010. On May 11, 2010, the FCC
adopted an Order granting conditional waiver authority to various state and local governments to
use 700 MHz spectrum to deploy public safety broadband systems on a local or regional basis,
These governments may have previously been discouraged from filing BTOP applications
because they did not have the legal authority to use the spectrum, As a result of this significant
development, and given the national priority of improving public safety communications, NTIA
will accept applications for infrastructure projects from the affected parties from June 1, 2010 to
July 1, 2010. The agency will publish an official notice and further details in the Federal
Register.
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The Recovery Act provided a total of $7.2 billion to NTIA and the Department of Agriculture’s
Rural Utilities Service (RUS) to fund projects that will expand access to and adoption of
broadband services. Of that funding, NTIA will utilize $4.7 billion for grants to deploy
broadband infrastructure in the United States, expand public computer center capacity, and
encourage sustainable adoption of broadband service. NTIA will announce all grant awards by
September 30, 2010.

##H

The full text of the notice as submitted io the Federal Register is available here:
hup:www. ntia.doc gov/frrotices/201 0/FR_BTOPApplicationReopening 03132010 pdf
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Prior to developing the rules for the second round of funding, NTIA and the
Department of Agriculture’s Rural Utilities Service {RUS) released a second joint
request for information seeking public comment on ways to enhance the
applicant experience through targeted revisions to the first NOFA. RUS and
NTIA received approximately 225 comments from institutions and individuals on
a wide range of topics, and these comments played an important role in
deveioping the second NOFA,

Based on the comments received and the experience gained from administering

the first round of funding, NTIA made a number of changes to the program. The

goals of these changes are to increase efficiency, sharpen the program’s funding
focus, and improve the applicant experience. Major changes and improvements

include:

s Separate BTOP and BIP Applications for Increased Efficiency. In the first
round, RUS and NTIA issued a joint NOFA, giving applicants the option to file
applications with both programs jointly. For the second round of funding,
RUS and NTIA issued separate but coordinated NOFAs to better promote
each agency’s distinct objectives. RUS and NTIA, therefore, eliminated the
joint application process, which was burdensome for some applicants,
Eliminating this process will also help NTIA review applications in a timely
manner. RUS and NTIA will continue to collaborate to maximize the impact of
available federal funding, to best leverage the experience and expertise of
each agency, and to avoid geographic overlap in projects funded by the two
agencies,

« Focus on “Comprehensive Community” Infrastructure Projects for
Maximum Investment Impact. With respect to infrastructure projects,
NTIA’s fop priority is to fund “comprehensive communities” projects, foousing
on middle mile broadband projects and the connection of key community
anchor institutions as a way of maximizing the benefits of BTOP funds. In
adopting this approach, NTIA restructured the Broadband Infrastructure
category of the first NOFA into the Comprehensive Community Infrastructure
{CCl) category.

+ Improved Online Application Process. NTIA made numerous adjustments
1o the online application system to streamiine the intake of information and
make the process more user-friendly. These included reducing the number of
attachments to be uploaded with the application, eliminating the proposed
funded service area mapping tool, and modifying the service area
delineations from Census blocks to Census tracts and block groups. The
online application portal underwent substantial testing and verification to
mitigate problems associated with congestion on the system during the first
round. As a result, the online system performed as planned and successfully
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allowed Round Two applicants to submit their proposals without any
significant performance issues.

+ Clarifying NOFA Provisions. NTIA clarified a number of NOFA provisions.
For example, NTIA revised BTOP's eligibility factors, which now use just three
criteria — eligible entities, fully completed application, and matching — as the
gating factors to determine whether an application is eligible for consideration.
NTIA has also removed some factors from the eligibility requirements that are
more effectively evaluated during the expert review and due diligence phases
of application consideration. Additionally, NTIA clarified the process for
requesting waivers from several statutory and programmatic obligations,

36.1f an application has not been successful in the first round, can a revised
application be submitted in the second round?

Answer: Yes. (See next answer.)

37.Why will NTIA still be awarding funds from the first grant round after the
deadline for the second round applications closes, since that will require
some successful first round awardees to reapply unnecessarily?

Answer: The statutory obligation to award all BTOP grants by September 30,
2010 required the agency to continue to process a small number of Round One
awards while at the same time accepting Round Two applications. Applicants
that remained in consideration for a Round One award were informed of their
status and given the choice of whether to apply again in Round Two. Prior to the
application window closing, NTIA had awarded the vast majority of Round One
projects and announced a small number of rernaining grants before the end of
April. To assist applicants preparing a Round Two application to determine
where Round One projects have been and/or may be awarded, on March 2,
2010, NTIA posted a list of awarded and pending Round One BTOP Sustainable
Broadband Adoption, Public Computer Center, Middle Mile infrastructure, and
Last Mile infrastructure applications. NTIA also urged Round Two applicants, in
preparing their applications, to consult the Second NOFA (released on January
22, 2010), read the Round Two Grant Guidance, examine answers to frequently
asked questions, watch recorded public workshops, study maps depicting service
areas already funded with Recovery Act broadband funds, and study Round One
award summaries. All of these materials are avaiiable at
www.ntia.doc.gov/broadbandusa. NTIA has made every effort to ensure that
potential Round Two applicants had sufficient information on which to base their
decision to apply.

38.How are applicants notified about whether their applications are
successful?
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Answer: Successful applicants are notified in writing or via email by NTIA’s
BTOP Grants Offices — serviced by the National Oceanic and Atmospheric
Administration (NOAA) and the National Institute of Standards and Technology
(NIST) — as well as through a congratulatory phone call from the Program Office.
The Department also notifies Members of Congress from the successful
applicant's district and state prior to notifying the applicant of an award.
Unsuccessful applicants are notified in writing by the Program Director.

39.When will NTIA begin to award the second round of grants, and by what
date will that process conclude?

Answer: NTIA intends to announce BTOP Round Two awards on a rolling basis
starting in July 2010. All grants will be awarded by September 30, 2010,

40.The NTIA budget proposes an increase of $23.7 million for BTOP
administration and oversight. Can you elaborate on why this amount of
funding is needed? Why is legisiation required?

Answer: Both the authorization and the funding for BTOP expire on September
30, 2010. The Recovery Act (which authorized BTOP) does not provide
spending authority or funding for the administration and oversight of BTOP-
funded projects beyond this date. In its Fiscal Year 2011 Budget to the
Congress, the Department of Commerce requested approximately $23.7 million
for administration and oversight of BTOP. This funding is critically important fo
ensure that NTIA can effectively administer and monitor BTOP grants beyond
September 30, 2010, and to ensure that taxpayer dollars are spent consistent
with the Recovery Act's purposes. Without additional funding there is a risk of
waste, fraud, and abuse of Federal funds. And a lack of adequate post-award
funding may place in jeopardy our ability fo achieve the economic stimulus
benefits of the Recovery Act. This problem was raised in the Department of
Commerce Inspector General's 2010 Annual Report released on April 8, 2010.2
The Recovery Act requires that BTOR projects be substantially complete within
two years of the award date. The Program’s rules require projects to be fully
complete within three years of the award date. Effective monitoring and
oversight of more than $4 billion in grants will require significant resources, both
human and otherwise, to ensure that recipients meet their commitments, comply
with program and federal grants administration rules, achieve the purposes
established by Congress in the Recovery Act, and use taxpayer dollars
appropriately and responsibly.

Appropriations, Authorizations, Obligations, and FTE

41.Please provide a table showing a ten year history of for each appropriation
and by major program element, from fiscal year 2001 to fiscal year 2010,
with requested and enacted budgets. Include supplemental and additional
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appropriations, such as the American Recovery and Reinvestment Act,
within a separate column for each appropriate fiscal year and footnote the
table to show the relevant public law.
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42.Which programs, projects, or activities (PPA) proposed in the budget are
unauthorized? For each such unauthorized PPA, what was the last
authorization (public law reference}; the last fiscal year of authorization;
and the authorized funding level in the last fiscal year of authorization?
What was the amount of the appropriation provided for each such PPA for
the last fiscal year in which it was authorized?
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DEPARTMENT OF COMMERCE

APPROPRIATIONS NOT AUTHORIZED BY LAW

{dotlars in thousands)

UNAUTHORIZED APPROPRIATIONS

Economic Development Administration
Salaries and Expenges
Public Works and Economic Development Act of 1965, P.L.108-373, expired %/30/08
icD Assistance Programs
Public Works and Economic Development Act of 1965, P.1..108-373, expired 9/30/08
Trade Adjustment Assistance, P.L.110-89, expired 12/31/07

International Trade Administraf
Export Promotion, P.L. 103-392, expired 9/30/%6

Burean of Industry and Security
Export Administration Act of 1979, P.L, 106-508, expired 8/20/01
Defense Production Act Reauthorization of 1993, P.L.108.195, expired 9/30/09
Natis LATHC B 08 Administration
National Ocean Service
Corat Reef Conservation Act, P.L.106-362, expired 9/30/04
Coastal Zone Management Act, P.L.104-150, expired 9/3049
Hyirographic Services Improvement Act Aet, P.L. 107-372, expired 9/30/07
Marine Protection, Research, Preservation & Sanctuaries Act Tithe 1 & 11, P.L106.513, expired 9/30/05
Estuary Restoration Act, P.L. 106-457, expired $/30/05
National Marine Fisheries Service
ds Species Act A of 1988 P.L. 100-478, expired /30/92
Maring Mammal Protection Act P.L. 103-238, expired 93009
international Dolphin Conservation Program Act P.L.105-42, expired 9/30/01
NOAA Marine Fisheries Program Authorization Act, P.L. 104-297, expired 9/30/00
Oceanic and Atmospheric Research
National Sea Grant College Program, P.L. 107-299, expired 9/30/08
P Acquisition and Ci s
National Ocean Service
Maring Protection, Research, Preservation & Sanctuaries Act Title Il & I}, P.L.108-513, expired 9/30/038
Pacific Coastal Salmon Recovery
Pacific Salmon Fishing, P.L.111.8, expired 9/30/09

National Institute of Standards and Technology
Scientific & Technical Research & Serviges
America COMPETES Act, P.L.110-69, expires 9/30/10
Earthquake Hozards Reduction Aet, P.L.108-360, expived 9/30/08
Industrial T ! ervices
America COMPETES Act, P.L. 11069, expires 9/30/10
America COMPETES Act, P.L.110-69, expires 5/30/10

National Telecommunications and Information Administration
Telecommunications Authorization Act of 1992, P.L. 102-538, expired 9/30/93
Salaries and Expenses

LAST YEAR OF
TION

AUTHORI

FY 2008

FY 2008
FY 2008

FY 1996

FY 2001
FY 2009

FY 2004
FY 1999
FY 2007
FY 2005
FY 2005
FY 1992
FY 1999
Fy 2001
FY 2000

FY 2008

FY 2005

FY 2009

FY 2010
FY 2009

FY 2010

FY 2010

FY 1993

AUTHORIZED §
INLAST YEAR

Such sums as necessary

425,000
Such sums as necessary

Such sums as recessary

Such sums 8§ necessary
Such sums as necessary

16,000
55,100
148,219
40,000
76,500
6,750
14,768
6,800
110,470

163,000

6,000

90,006

584,800
14,640

272,300

49,700

17,900
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43.Provide end-of-year FTE data for each department/agency/office
component for each of the last five fiscal years. For fiscal year 2010,
provide the current on-board FTE level and end of year {EOY) planned
levels. For fiscal year 2011, provide anticipated EQY FTE levels.
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44.What is the annual average cost of a fully-loaded FTE in fiscal years 2010
and 2011, by agency and for the Department itself?




94

Dopartment of Commerce
Average Salary for FY 20160 & 2011
{Doltars in thousands}
FY 2010 FY 2011
FY 2010 FY 2011 FY2010 FY2011] | Avg Salary | Avg Salary
Tolat Salates Total Salaries | [ Tolal FTE Total FTE | & Benefits | & Benefits
DEPARTMENTAL MANAGEMENT
Salaries and expenses 28,345 31,823 188 208 150.8 153.0]
National intelieciual Property LE Coord Council ¢ o 0 Q 4.0 0.0]
Waorking Capital Fundg® 90,141 89,885] 568 583 158.4 154.2
HCHB Renovation 683 701 i § 1308 140.2
OFFICE OF INSPECTOR GENERAL 31,433 FLEET 181 187 1728 137.8
ECONOMIC DEVELOPMENT ADMIN
Salaries and expenses 32,795 20,357 208 208 150.01 133.2
BUREAU OF THE CENSUS
Halaries and expenses 191,585 204,349 20247 2,908 24,7 473
Pariodic censuses and programs A4.815.822 530,978 1065011 6,856 433 774
Taotal, Census 4,807,407 735,8285 108,525 8962 44.3] 82.1
ECONQMIC AND STATISTICAL ANALYSIS
Balaries and expenses 863,458 69,859 518! 577 122.3] 121.1
INTERNATIONAL TRADE ADMIN
Qperations and administration 258,428 287,881 1881 2,032 137.4] 131.8]
BUREAU OF INDUSTRY AND SECURITY
Operations and administration 47,483 52522 382 393 1312 133.6
MINORITY BUSINESS DEV. ADMIN
Minority business devetopment 11,732 12.4081 108 1031 7.3 1204
NAT'L OCEANIC AND ATMOS, ADMIN
Operations, research & faciities 1,328,287 1,373,614 12,980 12,284 109.5 1120
Procurgment, Acquisition, & Construe. 23,6877 21,460 190 190 1246 2.9
Fisherles Finance Program Account Y Q 0 9] 0.0 0.0
Pacific Coastal Satmon Recovery Account ¢ y O 0.0 0.0
Promote & Develop Products @ 0] D b 00 4.0
Fishermen's Contingency Fund 0 [} 0 0 0.9 .0
Coastal Zone Management Fund ¢ Q Q Q 2.0 0.0
Limited Accass System Admin Fund s 0 Q [ 0.0 o0
Damage Assessment & Restoration Fund 1,983 1,933 18 18 1208 1208
Total, NOAA 1,353,897 1,397,007 12.3368] 12,470 108.8 1120
PATENT AND TRADEMARK OFFICE
Sataries and expenses 1,335,836 1,482,085 9.614] 10,088 138,81 146.8
NAT'L TECHNICAL INFORMATION 8VC
Revolving Fund 14,700 15,428 150 150 8.0 102.8
TECHNCLOGY ADMINISTRATION
Salares and expenses 4] 0 i+ 0 [ Xy} 8.0
NAT'L INST. OF STANDARDS AND TECH
Scientific & tech. research & services 281,158 302834 2,182 2324 1289 130.2
industrial technology services 19,352 19,688 153 154, 128.5 127.8
Construction of research facilities g.52¢ 9,2_3_@; 89; 891 1071 108.4
Total, NIST 310,032 332056 2,424 2.567 127.8 129.4
NAT'L TELECOMM, & INFO ADMIN
Salaries and expenses 14,450 15,240] 107, 103] 135.0 148.0]
Public Tele. Fac. Planning & Construction 1,598 G o 0 0.0] 0.0
Information Infrastructure Grants 138 g 0 0 0.0 00
Digital TV Transition & Public Safety Funid 2427 2.427 13] 7 186.7 346.7]
B band Technology Opp ies Program ] 6,314] 0 50! 0.0 126.3
Digital-To-Analog Converter Box Program 0 4 3 0 0.0] 0.0
Total, NTIA 18,508 23,981 ‘Ig‘d 160! 1851 148.9
Total, DOC [ 8314314 4470488 136810 38,087 60.9 117.4]
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Representative Mike Honda
Questions for the Record

Office of the Senior Advisor for Native American Affairs

1. 1 was pleased by your announcement at the Tribal Leaders meeting in
November that you have appointed a Senior Advisor for Native American
Affairs to report directly fo you. What are your current and future plans,
including a timetable, for funding the Office of the Senior Advisor from
Departmental Management funds, expanding its staff, and ensuring its
longevity?

Answer: The Depariment of Commerce is commitied to economic development
across all Native American communities. Through our Minority Business
Enterprise Centers, Native American Business Enterprise Centers, Economic
Development Administration, and other Commerce agencies, we have been
supporting Native American business and communities by providing business
consultation, access 1o capital, as well as economic development and
procurement assistance. Through our National Telecommunications Information
Agency (NTIA), we have worked closely with Indian Country on our efforts to
deploy broadband io unserved and underserved communities.

As of May 10, 2010, NTIA has awarded at least 9 projects totaling approximately
$250 million in Federal grants that are expected to benefit Tribal areas of the
United States. For example, the $32 million grant to the Navajo Tribal Utility
Authority plans to bring high-speed affordable broadband services to the Navajo
Nation by deploying 550 miles of new aerial fiber-optic cable and 59 new or
modified microwave towers covering 15,000 square miles in Arizona, Utah, and
New Mexice.

With regards to future funding, the Department’s FY 2011 Budget request
includes $1 million to support the Office of Native American Business
Development in the Minority Business Development Agency. This is an increase
of $800,000 and four positions for this office, which is also headed by the Senior
Advisor. The timetable for implementing the increase is as soon as the funds are
appropriated, and we would appreciate your support for this request, We do not
have plans to fund the Senior Advisor from the Departmental Management
Salaries and Expenses account. It is particularly difficult to obtain Congressional
support for increases to that account, which frequently has taken major
reductions during House floor action.

Our end goal is to develop a fully staffed office dedicated to this important work.
In the interim, | have indeed designated Don Chapman as Senior Advisor for
Native American Affairs. In that role, Mr. Chapman serves as the Indian Country
Liaison to the Office of the Secretary, the White House and other federal
agencies; develops and implements the Department's fribal Consultation Policy;
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and works with all Commerce agencies to leverage resources to support
business, infrastructure and natural resource development in indian Country.

Administration’s Views on Spectrum

This past November, NTIA responded to an inquiry from my colleague Ms. Eshoo
and stated that the Administration believes in having public interest obligations
on spectrum, which is in direct contrast to the views of the Bush Administration
position (and which | am happy to hear). In the letter to Ms. Eshoo, your
Department had promised to provide the FCC with the Administration’s views on
having a free broadband service and open access/open platform public interest
obligations as the AWS-3 spectrum band is built-out after being auctioned off by
the FCC in the very near future. My questions are about those views:

2. Does the Administration oppose the FCC imposing a free broadband
service build-out obligation?

Answer: The Administration has not taken a formal position on what obligations
the FCC should impose on AWS-3 licensees. As Assistant Secretary Strickling
stated in the letter to Representative Eshoo, it is the FCC’s responsibility to
determine precisely the appropriate conditions and requirements that should be
applied in any given instance. In this context, NTIA believes it appropriate for the
FCC to consider market factors to provide proper incentives for network build-out
and efficient use of spectrum resources along with public interest concerns,

3. Does the Administration oppose open access and open platform
requirements from being applied to this band?

Answer: The Administration has not taken a position with respect to specific
licensee obligations in this band. NTIA continues to review the record in the
proceeding and will now do so in light of its review of the FCC’s newly released
National Broadband Plan,

4. Does the Administration oppose this spectrum being made available for
new entrants into the broadband sector?

Answer: No, the Administration does not oppose making spectrum available to
new entrants. In a January 4, 2010 filing with the FCC, NTIA noted that, in
general, auctions are the most efficient way to assign radio spectrum. However,
NTIA agreed with the Department of Justice (DOJ) that, in markets with
insufficient competition, incumbent providers might attempt to acquire spectrum
to forestall entry by potential competitors. NTIA therefore concurred with DOJ
that “there are substantial advantages to deploying newly available spectrum in
order to enable additional providers to mount stronger challenges” to incumbent
providers. See Letter from Assistant Secretary Lawrence E. Strickling, NTIA, to
FCC Chairman Julius Genachowski, at 5,
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5. Itis my understanding that the FCC, your partner agency in managing
spectrum, is prohibited by Section 309(j)(7) of the Communications Act
from considering federal revenues in determining how to allocate, auction,
and assign commercial spectrum in the public interest. Can you assure me
that no such considerations are playing a part in your department’s
interactions with the FCC as it develops its National Broadband Plan?

Answer: | can assure you that to the limited extent the FCC consulted with the
Department in its development of the spectrum-related section of the National
Broadband Plan, Federal revenue considerations played no part in any
information or suggestions the Department shared with the FCC.
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January 4, 2010

The Honorable Julius Genachowski
Chairman

Federal Communications Commission
445 12* Street, SW

Washington, DC 20554

Re: National Broadband Plan, GN Doc, No, (9-51

Dear Chairman Genachowski:

The National Telecommunications and Information Administration (NTIA) welcomes the
opportunity to express the Administration’s views on the development of the National
Broadband Plan, The Commission’s fundarmental challenge is to promote the unregulated,
market-deiven innovation that has been the hallmark of the Internet economy, while also
encouraging continued investment in and deployment of the epen communications networks on
which that economy rests. Achieving this balance is vital in order to realize the Administration’s
over-riding goal of connecting all Americans 1o the Yaternet at broadband speeds and assuring
continued innovation in Internet content and services for consumers, businesses, and all levels of
government. This letter presents the Administration’s views on the proper balance between
regulation and market forces in the Internet environment. Our views are informed by the ex
parte {iling in this proceeding of the Antitrust Division of the United States Department of
Justice analyzing the competitive dynamics in the broadband Internet access marketplace.!

In less than two decades, the Internet has transformed the way in which Americans guther
and disseminate information, engage with their government and the political process, manage
their social relationships, work, and shop. In 2008, about 190 million Americans spent, on
average, more than 60 hours a month on the Internet at home or at work.? Similarly, the Internet
has helped businesses expand and streamline their supply chains; find, market, and serve
customers; and reduce costs and increase productivity. The benefits to the U.S. economy are
substantial: one study estimated that the advertising-supported portions of the Internet alone
directly and indirectly employ some three million people and create approximately $444 billion
in value annuatly.?

The Internet also has sharply reduced barriers to entry and spurred innovation in markets
ranging from retail to new media. It provides a communications platform that has enabled
virtually anyone with a good idea or an interesting point of view to find and build a customer

! Ex Parte Submission of the United States Department of Justice in GN Docket No. 09-51 (filed Jan. 4, 2010} (DOJ
Ex Parte).

% 1. Deighton, J. Quelch, Hamilton Consultants, Inc., “Economic Value of the Advertising-Supported Internet
Ecosystem, at 24-25 (June 2009) (“Economic Value™), http/fworw iab net/media/file/Economic-Value-Report.pdf
(citing estimates from Nielsen Online, comScore Media Metrix, Harris Interactive, and eMarketer).

*ld at4.



99

base or an audience. Jeff Bezos launched Amazon as a crude website in July 1995; in 2008, the
company had total sales in excess of $19 billion and nearly 21,000 employees. Google was
founded a decade ago in a Silicon Valley garage; in 2007 the firm earned more than $16 billion
and had more than 15,000 employees.”

The experiences of those fwo companies are not unique. The Internet has enabled
hundreds of other firms fo create and to participate in an ever-changing, intensely competitive
service and application marketplace that piques and satisfies the interests of American
consumers. It is not surprising, then, that Congress more than a decade ago declared that the
“vibrant emd6 competitive” Internet marketplace should be “unfettered by Federal or State
regulation.”

The Internet’s innovation ecosystem is built on, and thus depends upon, a
communications infrastructure operating at broadband speeds, with robust bi-directional service,
Indeed, the social and economic fruits of the Internet economy are the result of a virtuous cycle
of innovation and growth between that ecosystem and the underlying infrastructure — the
infrastructure enabling the development and dissemination of Internet-based services and
applications, with the demand and use of those services and applications by consumers and
businesses driving improvements in the infrastructure which, in turn, support further innovation
in services and applications. And, of course, rivalry among the various firms providing
broadband services also has expanded the availability and capabilities of that underlying
infrastructure.

The National Broadband Plan has a vital role to play in realizing the Administration’s
vision to spur continued innovation in our information-driven society; a more accessible,
transparent, and democratic government; and a new wave of technology-driven innovation that
will enrich our economic life and make the United States more competitive in global markets,”
The Plan properly focuses on the development of that broadband infrastructure. The
Commission’s task is to seek maximum reliance on market forces where possible and deploy
government oversight where needed. We must identify policies that both promote “faster and
more widely available broadband” infrastructure and, in the words of President Obama,

“preserve the fairness and openness that led to the flourishing of the Internet in the first place.”

Many Residential Subscribers Currently Lack Choices in Broadband Providers

The United States has benefited from rapid growth of broadband Internet access services
over the past decade. The Commission’s most recent figures record some 88.4 million

* See Amazon.com 2008 Annual Repory at 4, 19 (Apr. 2009), http: 1/9hx,co§gorate~
A

innetExternal FilePitem=UGFyZ W30SUQ9
John Cook, “How Amazon.com survived, thrived and turned profit,” Seattle Post-z"nte!iigem‘er, Jan. 28, 2004,
available at Wtp://www seattlepi.com/business/158315_amazon28.html.
® “Economic Value,” supra note 2, at 38.
©47 U.S.C. § 230(b)2) (1996).

7 See generally Office of Science and Technology Policy, “Technology,” http://www.ostp.gov/es/issues/technology.
® Remarks by the President on Innovation and Sustainable Growth, Hudson Valley Community College, Troy, NY.
Sept. 21, 2009, http://www.whitehouse.gov/the_press_office/Remarks-by-the-President-on-Innovation-and-

Sustainable-Growth-at-Hudson-Valley-Community-College (President’s Remarks).

>
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broadband lines in service as of July 2008, as compared to less than 2 million in December
1999.° More than one-half of those lines provide transmission speeds of 2.5 megabits per second
(Mbps) downstream.'®

Yet, these impressive national figures obscure the fact that locally, where residential
consumers make their purchasing decisions, they frequently have limited, and often no, choice
among broadband Internet access service providers. The Commission’s recent Broadband Status
Report indicates that “[a}t most 2 providers of fixed broadband services will pass most homes.”"!
Furthermore, “50-80% of homes may get speeds they need only from one provider.”'* Thus,
even in areas where two wireline networks are deployed, consumers seeking to use the most
bandwidth-intensive applications (e.g., high-quality, streaming video) may only have a single
viable choice of provider.”®

The economics of providing wireline broadband Internet access service suggest that
market forces alone may not produce additional entry. Fixed broadband infrastructure, unlike the
Internet-based services and applications that ride upon it, involves very substantial sunk costs
and rather low marginal costs associated with adoption and usage by incremental households.”
Because of the large fixed and sunk costs of wireline networks, it is likely that additional wired
competitors will enter only those markets with the greatest density of users.

A key question looking forward is whether emerging “fourth generation” (4G) wireless
services will have price and performance characteristics that might make them a viable
alternative to wireline services for a significant number of customers.'® Although early

? See “High-Spesd Services for Internet Access: Status as of June 30, 2008,” Table 4 (July 2009} (2009 Report),
o/hraunfoss.foc.govie ublic/; ate] -292191A 1L pdf: “High-Speed Services for Internet Accass:
Status as of June 30, 2001, Table 2 (Feb. 2002), http://www.feg. gov/Bureaus/Common_Cartlet/Reports/FCC-
State Link/IAD/hspd0202.pdf . The statistics are for “advanced” service lines, which support transmission speeds
of at least 200 kilobits per second in both directions. Given the evolution of the market over the last decade, that
seems a reasonable minimum benchmark for identifying “broadband” services. The Commission recently used the
term “basic broadband™ to refer to services with an information transfer rate greater than 768 kilobits per second
(kbps) and less than 1.5 megabits per second in at Teast one direction. See Develop of Nationwide Broadband
Data to Evaluate Reasonable and Timely Deployment of Advanced Services 1o All Americans, Report and Order and
Further Notice of Proposed Rulemaking, 23 FCC Red 9691, 9701, n.66, recon., 23 FCC Red 9800 {2008). For
purposes of its Broadband Technology Oppeortunities Program, NTIA defines *broadband” fo Include services
offering two-way data transmission at speeds of at least 768 kbps downstream and at feast 260 kbps upstream. See
Notice of Funds Availability (NOF 4} and Solicitation of Applications, Broadband Technology Opportuniti
Program and Broadband Initiatives Program, 74 Fed. Reg. 33104, 33108 {2009), gvailable at
hitp://www ntia.doc.gov/Bnotices/2009/FR_BBNOFA_090709,pdf.

1Y 2009 Report, supra note 9, Table 5.

" “Commission Open Meeting P ion on the Status of the Commission's Processes for Development of a
National Broadband Plan,” at 135 (Sept. 29, 2009), http://hraunfoss.fec.goviedocs _public/attachmateh/DOC-
293742A1.pdf.

12 4. In other words, although there may be multiple providers of sbove-diatup speeds in a community, many of
them will not offer speeds sufficient to support the services and applications that most users demand.

¥ See DOJ Ex Parte, at 13.

' Additionally, the costs of that infrastructure can be shared to a considerable degree with other services, notably
multichannel video and traditional voice services,

¥* See DOJ Ex Parte at 9, 13. It is conceivable that some less densely populated areas may possess certain
characteristics (e.g., high income levels) that could attract and sustain multiple wireline providers.

1 Satellite service does not appear likely to provide significant competition to other broadband technologies for the

3
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projections from industry are encouraging, it is premature to predict when, or even whether,
these wireless broadband services will provide the competitive alternatives that can benefit
consumers of all services, including wireline. The fact that some wireline customers seem
willing to switch to wireless service suggests that the two offerings could become part of a
broader marketplace. !’

The next several years will test the linzits of wireless broadband, including the adequacy
of in-building coverage and the ability of wireless networks to accommeodate large numbers of
data-intensive users. It remains to be seen, for example, whether WiMax and Long Term
Evolution (L TE) technology services will be offered at prices and on terms (e.g., speed and
quality) that make them attractive to wireline users. The Commission also must keep in mind
that the two largest US wireless providers, Verizon and AT&T, also offer wireline services in
major portions of the country, raising the question of whether these providers will market these
services as replacements for wireline services, sither within the region where they provide
wireline services or at all.” Finally, we need to be mindful of how future developments in the
applications and Internet services markets can affect demand for broadband. Are there “killer”
applications on the horizon that will be supported by wireline providers but not wireless?

Possible Policy Responses

Two aspects of local broadband service markets require careful public policy attention.
First, in many areas, the broadband market is highly concentrated. And second, the major
broadband providers also offer services that are subject to competition from services and
applications that rely on broadband facilities to reach prospective customers, Broadband service
providers have an incentive to use their control over those underl%iing facilities to advantage their
value-added services or to disadvantage competitive alternatives.”” In the absence of robust
broadband competition, those providers may be able profitably to act on those incentives to the
detriment of consumers and competition. The Commission should explore ways to understand
and address these concerns.

Promoting Competition

The surest way to deter undesirable conduct by incumbent broadband service providers is
to increase local broadband Internet access service competition, because of the competitive

vast majority of Americans. See id. at 12n.27.

\" See id, at 10-11.

'* See id. at 8, 10-11.

¥® See, e.g., Formal Complaint of Free Press and Public Knowledge Against Comeast Corp. for Secretly Degrading
Peer-to-Peer Applications, Memorandum Opinion and Order, 23 FCC {3028, 13030, Y 5 (2008), appeal pending,
No. 08-1291 (D.C. Cir. filed Sept. 4, 2008) (“Peer-to-peer applications [such as those with which Comcast had
interfered] have become a competitive threat to cable operators such as Comcast because Internet users have the
opportunity to view high-quality video . . . that they might otherwise watch {and pay for) on cable television. Such
video distribution poses a particular competitive threat to Comcast's video-on-demand ("VOD") service.”); id. at
13035, 4 47 (“Moreover, Comeast's practice selectively blocks and impedes the use of particular applications, and
we believe that such disparate treatment poses significant risks of anticompetitive abuse.”); Madison River
Communications, LLC, Order, 20 FCC Red 4293 (2005) (telephone pany blocked tr ission of VoIP
alternative to its voice offerings).




102

market’s demonstrated power to lower prices, improve service, and spur innovation.”® The
Commission, of course, has a long-held preference for advancing regulatory goals through
structural regulation designed to expand competition in communications markets.”’ Given the
projections of explosive growth in wireless bandwidth requirements, a primary tool for
promoting broadband competition should be to make more spectrum available for broadband
wireless services.” The Administration supports exploring both commercial and government
spectrum available for reallocation, and favors a spectrum inventory to determine how radio
frequencies are currently being used and by whom. The Commission and NTIA also should
explore ways to create incentives for more efficient use of limited spectrum resources, such as
dynamic or opportunistic frequency sharing arrangements in both licensed and unlicensed uses.
NTIA also supports research and development that leads to innovative new spectrum access
technologies, because these can spur a new round of innovation that will increase domestic
spectrum efficiency through sharing and opportunistic use. New and more efficiently used
spectrum can make a significant contribution to a more competitive broadband Internet access
marketplace. Wireless services for Internet access are tending toward smaller and smaller cell
sites, each of which requires connection to national backbone networks. Therefore, along with
providing new spectrum for broadband uses, it will remain important for the Commission to
assure competitive access to high capacity wireline backhaul facilities.

When new spectrum becomes available for licensed uses the question will become how
to assign it to broadband provxders in a way that will generate the greatest benefits to the
consumers of those services.” Under most circumstances, the best approach is to auction the new
frequencies, on the theory that the highest bldder the one with the highest private value - will
also provide the greatest benefits to consumers.”™ In the presence of market power, however, the
bidders with the highest private value may be mcumbents mtent on forestalling new entry that
will compete for the incumbents’ existing customer base.”> Based on the Department of Justice’s
experience with other highly concentrated telecommunications markets, NTIA agrees with the
Department that “there are substantial advantages to deploying newly available spectrum in order
to enable additional providers to mount stronger challenges to broadband incumbents.™

* See, e.g., DOJ Ex Parte at 14-19.

M See, e.g., Matter of Service Rules for the 698-746, 747-762 and 777-792 MHz Bands, Second Report and Order,
22 FCC Red 13289 (2007); Implementation of Section 621a)(1} of the Cable Communications Policy Act of 1984 as
amended by the Cable Television C Pr. ion and Competition 4ct of 1992, Report and Order and Further
Notice of Proposed Rulemaking, 22 FCC Red 5101 (2006), aff'd sub nom. Allionce for Community Media v. FCC,
529 F.3d 763 (6"' Cir. 2008) ; MTS/WATS Market Structure, Third Report and Order, 93 FCC 2d 241, recon., 97
FCC 2d 682 (1983), further recon., 97 FCC 2d 834, aff’'d in relevant part sub nom. National Ass’n of Reg. Util.
Comm 'rs, 737 F.2d 1095 (D.C. Cir, 1984); Carterfone, Decision, 13 FCC 2d 420, recon. denied, 14 FCC 2d 571
(1968}

2 See generally, “Comment Sought on Spectrum for Broadband,” NBP Public Notice # 6, GN Docket Nos. 09-47, ef
al. (Sept. 23, 2009), http://hraunfoss.fee.gov/edocs_public/attachmatch/DA-09-2100A 1.pdf,

# With advances in dynamic or opportunistic sharing technologies (e.g., “smart” radios), the Commission should
explore the potential for expanded unlicensed spectrum use.

* See DOJ Fx Parte at 22.

 See id. at 22-23.

* See id. at 23.
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Addressing Provider Behavior

Given the slow progress in the development of vigorous competition in local broadband
markets to date, the Commission should be alert to potential anticompetitive behavior by
incumbent providers. We urge the Commission to examine what in many areas of the country is
at best a duopoly market and to consider what, if any, fevel of regulation may be appropriate to
govern the behavior of duopolists. In so doing, however, the Commission should eschew price
regulation, whether as a means of controlling retail rates or as a means of giving entrants access
to the incumbents’ broadband facilities. In view of the difficulty that government has in
determining efficient prices, price regulation is likely to stifle investment in broadband
infrastructure or to discourage broadband service innovation.”’

On the other hand, the Commission should examine the terms under which firms offer
broadband Internet acoess, including policies concerning and affecting the flow of traffic over
their networks. For that reason, the Administration fully supports the Commission’s initiating a
rulemaking to reexamine the 2005 Broadband Policy Statement™ NTIA expects to offer views
on the issues presented in that rulemaking at the appropriate time. Those positions will be
informed, in part, by NTIA’s experience to date with our Broadband Technology Opportunities
Program (BTOP) and the Rural Utilities Service’s (RUS) Broadband Initiatives Program, which
award grants for infrastracture deployment and other purposes. At Congress’ direction, NTIA
and RUS require all infrastructure applicants to adhere to nondiscrimination requirements akin to
those outlined in the Commission’s Policy Statement. For the first round of grants, NTIA and
RUS have received nearly 1,500 infrastructure applications requesting more than $23 billion in
funds. These applications suggest that there are a significant number of commercial and non-
commercial network operators that are prepared to provide Internet access service under non-
discrimination rules.

Improving Information Disclosure

As the Commission attempts to increase the amount of competition in local broadband
service markets, it should seek to improve the guality of competition by ensuring that consumers
get complete and accurate information about the broadband services available to them. In
particular, the Commission should identify the types of price and service data that users need to
make intelligent choices among those options.™ In so doing, the Commission should recognize
that there is a difference between merely technical disclosure, in which information is available
in a technical format, and disclosure that actually informs choice, Timeliness of disclosure is
also important because consumer choices must be based on current information to be
meaningful. Moreover, consumers must be able to compare the choices actually available to
them in their own geographic areas; data aggregated at the national or state level is of liitle use.

¥ See id. at 28.

%See Preserving the Open Internet, Notice of Proposed Rulenzaking, GN Docket No. 09-191, FCC 09-93 (rel. Oct.
22, 2009), http://hraunfoss.foc.gov/edocs_public/attachmatch/FCC-09-93A1 .odf . See also Appropriate Framework
for Broadband Access to the Internet Qver Wireline Facilities, Policy Statement, 20 FCC Red 14986 (2005).

? See DOJ Ex Parte, at 24-25 (discussing, among other things, the difference between advertised (“up to”)
transmission speeds and actual average speeds).. The Commission should take care to ensure that information
disclosure does not facilitate price coliusion or limit the ability of providers to compete on price. /d. at 27.

&
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The Commission should also recognize that consumers are not the only ones that need
timely and accurate information about the capabilities and characteristics of broadband services.
Developers of devices, services and applications need basic information about the way that
broadband networks operate so that developers can ensure that their products will work
effectively and efficiently on those networks. As importantly, developers need information
about how broadband networks change to ensure compatibility over time. NTIA therefore
recommends that, in addition to prescribing service disclosure requirements for the benefit of
consumers, the Commission should adopt network disclosure rules to promote innovation in
devices, services, and applications.

Impraved Collection and Mapping of Broadband Service Data

As noted, markets for broadband services are local in nature. Market conditions,
however, vary substantially from one region to another, with differences in deployment patterns
across geographic areas, as well as divergences in the speeds, prices, and quality of available
services. Sound policymaking requires reliable, consistent, and systematic data that depict these
variations among local broadband markets.

NTIA currently is working to collect broadband data and to make it publicly available.
Pursuant to the Broadband Data Improvement Act (BDIA), and with funding provided by the
American Recovery and Reinvestment Act (Recovery Act), NTIA is awarding grants to state-
designated entities to collect comprehensive data on broadband availability and adoption in each
State.”® NTIA will use the data collected to develop a national broadband map that will be
publicly available by February 2011.%' And, consistent with the BDIA, the Commission is also
gathering detailed information on broadband deployment and subscribership, including
technologies used and maximum speeds available to consumers.”> NTIA agrees with the
Department of Justice that the Commission should expand its data collection effort to include an
assessment of the nature and extent of competition in each local broadband market.

Conclusion

It is vital to the U.S. economy and society “to preserve an open Internet in which all
Americans can participate and benefit.”* The National Broadband Plan is critical to that effort
because broadband services provide the indispensable pathways for Internet communications.
As noted above, the Commission’s task is to identify policies that will continue the beneficial

* See BDIA, Pub. L. No. 110-385, Tit. 1, § 106, 122 Stat. 4099-4102; American Recovery and Reinvestment Act of
2009, Pub. L. No. 111-5, Div. A, Tit. II, 123 Stat. 115, 128; NTIA, State Broadband Data and Development Grant
Program, 74 Fed. Reg. 32545 (2009) (NTI4 Broadband Data NOFA),

http://www.ntia.doc gov/frnotices/2009/FR_BroadbandMappingNOFA_090708 pdf.

3! See NTIA Broadband Data NOFA, supra, 74 Fed. Reg. at 32546.

* See BDIA, supra note 30, Tit. 1, § 103, 122 Stat. 4096, 4096-4098 (2008); Development of Nationwide Broadband
Data to Evaluate Reasonable and Timely Deployment of Advanced Services to All Americans, Improvement of
Wireless Broadband Subscribership Data, and Development of Data on Interconnected Voice over Internet Protocol
(VolP} Subscribership, Report and Order and Further Notice of Proposed Rulemaking, 23 FCC Red 9691, recon.,
23 FCC Red 9800 (2008).

* See DOJ Ex Parte, at 19-20.

** President’s Remarks, supra note 8.
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interaction between the communications infrastructure and the Internet superstructure — policies
that promote efficient investment in broadband networks and services, while ensuring that those
facilities are operated in ways that will fuel the next stage of innovation at the Internet “edge.”
The Commission should work to expand competition in local broadband Internet access services,
in order to reduce prices, improve quality, and spur innovation. It should promote information
disclosure by broadband service providers that can both spur competition and assist consumers.
Finally, NTIA encourages the Commission to continue in its balanced, deliberative approach to
addressing the potential for discriminatory and anticompetitive behavior by broadband service
providers while the broadband services market continues to develop.

Respectfully submitted,
/s/ Lawrence E. Strickling
Lawrence E. Strickling
cc:  The Honorable Michael J. Copps
The Honorable Robert M. McDowell
The Honorable Mignon L. Clybum

The Honorable Meredith Attwell Baker
Marlene H. Dortch, Secretary
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Ranking Member Frank R. Wolf
Questions for the Record

Stimulus - Broadband Grants

In addition to your regular appropriations for fiscal year 2008 and fiscal year 2010
the Department of Commerce received almost $8 biltion in the Stimulus bill. At
the end of fiscal year 2009 you had obligated only about 18% of that funding, and
only 7.2% had been outlayed.

1. Can you bring us up to date on the obligation and expenditure rates by
program?

Answer: Following the Representative Wolf QFRs, the following table {American
Recovery and Reinvestment Act Update) provides the Total Obligation and
Unobligated Balance data for the Depariment of Commerce’'s American
Recovery and Reinvestment Act (ARRA) funds. As a Department, Commerce
has obligated $2.4 billion with an unobligated balance of $5.4 billion, as of March
23, 2010.
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ARRA Update

Total Obligations, Unobligated Balances and Outlays

thru March 23, 2010
Dollars in $000s

PAC

CRF

STRS/CRF

2010 Coverage Follow-up
2010 Census Advertising
2010 Census Partnership
2010 Census Early Operations

Hydrographic Survey Backlog
Habitat Restoration
Environmental Reviews

Vessel Maintenance and Repair

NOAA Climate Computing

NEXRAD Acceleration

Wx Forecast Offices

Satellite Development (IAA Alr Force/NASA)
Pacific Regional Center (IAA NAVFAC)

SW Fisheries Sci Center

Fairbanks Satetlite Facility (JAA Army Corps of Engineers

General Facilities Repair
FSV Construction

Equipment

Research Grants
PostDoc Fellowships
Fellowships Program
Research Contracts
IT Infrastructure

Internal Construction
Construction Grants

Administrative Support

30,000
105,000
115,000
750,000

40,000
167,000
3,000
20,000

170,000
7,400
9,000

74,000

142,000

102,000
9,000
8,600

78,000

108,000
34,125
21,775
19,500
16,600

9,000

172,000
177,900

21,160

2009-2010 Remaining
Total Obligations to Unobligated
Approp Project Allocation Date Balance
EDA S&E
Admin 3,000 643 2,357
EDAP
Philadelphia 32,904 32,904 0
Atlanta 30,393 30,393 0
Denver 9,238 9,238 0
Chicago 27,749 27,749 0
Seattle 33473 33,473 0
Austin 13,243 13,243 0

25,659
112,934
62,777
138,220

39,784
155,589
1,482
15,872

83,567
[t}

3,168
73,452
141,658
6,442
9,000
7,426
496

22,531
30,482
12,596
0
9,985
6,453

11,631
170,952

8372

216
11411
1,518
4,028

86,433
7400
3,832
548
342
95,558
0
L174

77,504

85,469
3,643
9,179

19,500
6,615
2,547

160,369
6,948

12,728
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ARRA Update
Total Obligations, Unobligated Balances and Outlays
thru March 23, 2010
Dotlars in $000s

Coupons

Admin 140,398 83,854 56,544
BTOPF 3,749,000 571,836 3,177,164
Public Computer Center 200,000 33,632 166,368
Sustainable Broadband 250,000 7,683 242,317
Broadband Inventory Mapping 330,547 108,202 222,345
Coupons 579,395 337,800 241,595

2009-2010 Remaining
Totaf Obligations to Unobligated
Approp Project Allocation Date Balance
DOE Smart Grid 10,000 2,290 7,716
NTIA BTOP 2,230 979 1,251
HHS Health 1T 26 28 19,372
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2. How you are doing in terms of getting these funds obligated and spent for
their intended purposes?

Answer: Since the passage of the Recovery Act, the Department has
successfully balanced the urgency of addressing one of the worst economic
crises in history with the need to demonstrate prudent stewardship of taxpayer
dollars. As provided in the table, the Department is working to meet program
milestones to obligate the remaining Stimulus funds by the September 30, 2010
deadline in a fiscally responsible manner.

3. How are you measuring the impact of these programs on economic
recovery?

Answer: The following provides the respective measuring approaches and direct
impacts of Department of Commerce Bureaus for ARRA programs:

EDA

EDA tracks the performance of its Recovery Act stimulus funds through stringent
reviews of quarterly reports to FederalReporting.gov. These reports provide
information on the amount of full-time positions created/retained, the amount of
funds received, the number and amount of sub-contracts, etc. Additionally, EDA
monitors the start date of its stimulus projects to ensure that they start within the
established timeframe.

Census

The Census Bureau is now employing over 76,000 individuals in temporary
positions with Recovery Act funds. Some of the positions have lasted for many
months. We expect to have hired about 150,000 total Recovery Act funded
positions by the end of FY 2010.

NOAA

With this funding, NOAA has infused new resources into the economy and also
invested in critical infrastructure to meet NOAA’s mission needs. NOAA is
particularly proud of efforts to create jobs as habitats are restored. Many of
NOAA’s grants for marine and coastal habitat restoration are located in areas of
high unemployment and have provided jobs to Americans during a critical phase
of our economic recovery. NOAA’s grant recipients reported creating 514 jobs
through September 30, 2009 and 794 jobs for the 1st quarter of fiscal year 2010.

NIST

NIST research is intended to help overcome barriers to long-term scientific and
technical innovation by addressing discrete measurement problems in critical
technology areas or areas of national need. As such, the larger impact will be
realized over the long term and support the goal of the ARRA to provide for
economic recovery based on scientific innovation. The numbers for immediate
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job creation are not yet available, as the first cycle of ARRA-reporting for these
grants has not yet occurred. The first round of reporting will occur in April 2010.

The ARRA spend plan included several distinct sub-programs to support the
NIST Postdoctoral Research Associateships program. In FY 2009, there were
12 post-doctoral (postdocs) “Early Starts” supported with the funds -- these are
“traditional” National Research Council (NRC) Postdocs who were allowed to
begin tenure early with ARRA funds, as well as 42 NIST NRC postdocs hired
through the use of the ARRA funds. NIST has also allocated $9 million of the
funds to the NRC for the purpose of administering a program to select up to 45
additional fellows over a 5-year contract period. This new program is in addition
to the regular NRC Postdoctoral program. The first 34 of these fellows have been
selected, and eight have recently started at NIST. This is a current total of 88
new positions, with up to another 11 expected. Finally, in addition to these new
fellowships, some existing fellowships were converted to “term appointments”
using the ARRA funds, enabling those associates to remain at NIST and
continue research and contributions to NIST research, and enabling them to
have additional time to find more permanent positions.

The ARRA funding enabled 39 postdocs who were already working at NIST, but
nearing the end of their fellowships, to have their positions converted to “erm
appointrents” lasting for up to an additional 17 months. Up to 30 additional
postdocs whose fellowships are scheduled to end later in FY 2010 are expected
to benefit from these extra-term appointments, for a potential total of 69,

NTIA

Projects funded by the Broadband Technology Opportunities Program (BTOP)
are designed to increase broadband access and adoption in communities across
America as well as to create jobs, promote broadband training and adoption, and
lay the groundwork for sustainable economic growth for years to come. These
funds not only meet the near-term economic objectives of the Recovery Act, but
they also will continue to pay dividends far into the future in the form of long-term
global economic and competitive benefits, heightened innovation, and improved
education and health care.

As a condition of their awards, grantees must file quarterly reports regarding the
progress of their projects, including data concerning job creation. The first grant
recipients are in the early stages of turning their funded proposals into reality,
and will begin filing their initial reports in the coming months. In the short-term,
BTOP investments will help create thousands of jobs for building infrastructure,
installing computer workstations, and developing and implementing outreach to
broadband consumers. The types of jobs range from manufacturing fiber-optic
cable and other high-tech components, to stringing fiber from pole to pole, to
trenching, and to the instailation of broadband networking hubs. Computer
centers need to be built, and new computers and related hardware and software
will be installed and networked into public computing centers in the short-term as
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well. Outreach strategies need o be planned and executed, and staff will need to
be trained how to best provide communities with needed broadband information
and workforce skills. The data we coliect in the near-term will show how the
broadband initiatives contributed to the overall Recovery Act economic stimulus
activity. It will also start establishing the measurable impact these projects will
have. Based upon recipient reporting, NTIA will begin to be able to measure
BTOP's impact on economic recovery by estimating jobs created, miles of
broadband networks deployed, dollars spent on equipment and labor, numbers of
Americans trained and educated, and the numbers of Americans that benefit
from expanded access to and adoption of broadband technologies.

Over the long-term, BTOR investments will have benefits that will be critical to
our nation’s overall economic future, BTOP-funded projects will boost economic
development for communities held back by limited or no access fo broadband ,
heighten public safety and security , enhance employability, enable innovation,
improve the nation’s education, provide improved access {o better health care,
and foster energy efficiency and independence. These investments will
ultimately help preserve America's economic competitiveness and leadership in
the world.
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4. Please identify every instance and amount where funds are requested in
FY11 to continue or oversee an activity funded in the Stimulus bill.

Answer: The Depariment is requesting funding within NTIA fo oversee activities
related to the BTOP program. The Department also has a $3.4 milfion increase
to support the NIST Postdoctoral Fellowship program in FY2011.

In its Fiscal Year 2011 Budget Request to Congress, the Department of
Commerce requested approximately $24 million for administration and oversight
of BTOP, BTOP projects must be substantially complete within two years of
award and fully complete within three years of award. Monitoring our
investments and providing technical assistance to grantees to maximize their
opporturity to succeed will provide the safeguards necessary o protect the
public’s investrment in these broadband projects. Much of this critical activity will
take place after the September 30, 2010, date beyond which NTIA has no
authority to obligate Recovery Act BTOP funds. The Depariment looks forward
to working with Congress to ensure enactment of this proposed authority and
funding fo effectively administer and monitor BTOP grants to ensure that
taxpayer dollars are spent consistent with the Recovery Act’s purposes.

The Stimulus bill provided Commerce with $4.7 billion to expand broadband
access to unserved and underserved communities. | understand that through
February 18th only about $700 million of these funds have been awarded and the
Inspector General has raised concerns with the Department’s ability to award the
remaining funding before the end September when the funds expires. Your fiscal
year 2011 budget request proposes a $23.7 million increase to improve oversight
of these grants. Of course, this is after funds have been awarded.

5. What are you doing to ensure that the remaining broadband grant funds
are awarded to worthy grant applicants and not awarded haphazardiy to
simply get the funds out before the appropriation expires?

Answer: As of March 15, 2010, NTIA has awarded $1.1 billion for 72 BTOP
Infrastructure, Public Computer Center, and Sustainable Broadband Adoption
grants, and awarded $102 million for 54 Broadband Mapping grants. As
stewards of taxpayer funds, the Department is determined fo invest every dollar
wisely. Our thorough review process helps guard against investments that are
not cost-effective or where it appears that the applicant cannot financially sustain
the project beyond the life of the grant. And our post-award orientation, training,
and technical assistance provide our grantees with every opportunity to be
successful.

Before making an award, NTIA undertakes an extensive and thorough review of
applications to ensure the prudent use of faxpayer funds. The multi-step process
includes an eligibility pre-screening, an evaluation by expert reviewers to identify
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the best projects, and a thorough top-to-bottom scrubbing during our due

diligence review phase to ensure that only the highest quality and most

sustainable investments are funded. Our due diligence includes:

« performing detailed assessments of the application’s proposed project

benefits and service areas;

analyzing the project’s technical viability;

analyzing the project’s budget and financial sustainability;

reviewing audit findings and credit checks;

evaluating potential environmental and historic preservation impacts of the

project;

validating the proposal's feasibility, consistency, and accuracy; and

» reviewing information supplied by existing service providers regarding the
proposed funded service areas.

*® & & @

-

During due diligence review, NTIA staff engages directly with applicants to
resolve concerns or questions, requests supplemental information in order to
support the in-depth application review, and analyzes any requests for waivers
from programmatic or statutory requirements. All of these efforts have helped
ensure that projects funded by NTIA fulfill the purposes established by Congress
in the Recovery Act and achieve the aggressive goals developed by the
Program. The Department will continue to perform this extensive review of all
projects and is on track to award all BTOP grants by the statutory deadline of
September 30, 2010.

National Export Initiative

The International Trade Administration budget includes an increase of $78.5
million as part of the National Export Initiative.

6. What will this program entail, how does it fit in with what other agencies
are doing, and what are the expected impacts on U.8. exports and job
creation?

Answer. The National Export Initiative (NEI) provides an unprecedented, high-
level attention to our nation's export effort - and is a visible demonstration of the
President's commitment to increasing exports. The NEI will create, for the first
time, an "export promotion cabinet” that will invest several cabinet secretaries
with direct responsibilities to creating strategies to achieve progress in key areas
important to exporters.

1, as Secretary of Commerce, serve as Chair of the Trade Promotion
Coordinating Committee (TPCC). | have made improving interagency
cooperation on export promotion and revitalizing the TPCC a top priority.
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The coordinating committee brings together 20 federal agencies and
departments to work on trade expansion efforts, and it will help operationalize the
goals laid out in the NEL

The Administration is seeking increases to a number of other TPCC agency

budgets in order to support more U.S. jobs through exports, including:

* $54 million funding increase for USDA programs that promote U.S.
agricultural exports by developing and maintaining overseas markets and
reducing foreign trade barriers and other practices that hinder U.S.
agricultural exports. .

o $21 million increase for Ex-Im Bank to be able to process export loans
quicker and increase its ability to help small businesses by expanding its staff
and utilizing technology more efficiently. The Administration also approved a
program budget of $82.7 million compared to a level of $58 million for FY
2010, a 60 percent increase, Since Ex-im Bank collections exceed its
expenses there is no appropriations request.

+ $165 million in subsidy budget authority for SBA to support $17.5 billion in
loan guarantees in the Section 7(a) program, which offers a number of loan
products to help small businesses develop or expand their export activities,
The budget also includes $5M for SBA’s Office of International Trade to
continue its small business export promotion efforts.

« $1 million increase for USTDA to promote investment in clean energy
projects.

By leveraging TPCC agencies and corporate partners, ITA would launch a new
nationwide export education and awareness campaign, a national series of
export conferences, and a program of assistance, outreach, and education
tailored to these small and medium sized enterprises (SMEs) to get them to enter
more challenging high-growth markets (i.e., China),

Much of the increase would go toward domestic and overseas staffing increases.

7. What are the highest priority activities the ITA will pursue that will lead to
increased US exports, especially by small and medium-sized businesses?

Answer: Engagement, outreach and education of SME's will be critical to our
effort. In 2007 (latest available information), small businesses were 97 percent of
all firms in the U.S. yet accounted for only 30 percent of vaiue of U.S. exports.

The President’s NEI calls for a strong focus on the support and empowerment of
SME’s, and it is critical that these companies have full access to the opportunities
provided by foreign markets. Experience has shown us that education and
financing are two key areas of particular concern to SME’s, and we anticipate
that the export promotion cabinet's SME strategy will have a strong focus on
these two areas, among others.
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The President’s Budget will allow ITA to bring on as many as 328 trade experts
to serve as advocates for U.S. companies, which will give them the ability to
assist more than 23,000 clients fo begin or grow their export sales in 2011.

They are going to put a special focus on increasing, by 50 percent, the number of
small and medium-sized businesses exporting {o more than one market,

Also, the TPCC recently created an SME working group. This group is meeting
regularly, and we anticipate that some of its recommendations likely will be
included in any strategies developed by the export promotion cabinet,

Finally, as part of the NEI, the president has called upon the Export-Import Bank,
which provides critical financing to U.8. companies when private banks are
unwilling or unable, to increase its financing available for SME’s from $4 billion to
$6 billion over the next year.

During the last three months alone, the bank has authorized $1 billion in small
business financings and added 112 new small businesses clients, who are
selling everything from nanotechnology-based cosmetics to date paim trees to
sophisticated polymers,

Decennial Census

The preparations for the 2010 Census have not inspired a lot of confidence. The
plan to use hand-held computers for non-response follow up was abandoned
after millions of dollars were wasted. This failure increased the estimate life-
cycle cost of the 2010 Census by $3 billion.

8. Are you confident that your new cost estimates for non-response follow up
will hold and that the overall costs of the 2010 Census will remain within
the funding already allocated? When should we be able to say with
certainty that the costs are within budget, and that further emergency
supplemental funds will not be required?

Answer: The FY 2010 enacted budget for Non-Response Follow-up (NRFU) is
based on cost estimates using a number of components that were developed
early in the decade or were revisited when the decision was made to go back to
paper operations. However, as the census approached, our knowledge of these
components improved based on additional experience and data. These included
experiences such as Address Canvassing and Group Quarters Validation as well
as revisiting Census 2000 observations and experiences. We also worked with a
panel of experts in both headquarters and field operations to determine the
impact of this information on cost drivers. Working with subject matter experts,
we developed several likely alternative cost scenarios for these components.
This analysis indicates that NRFU operations can very likely be completed within
the original budget.
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However, factors such as the recent increases in vacant housing units and
associated moves of occupants to alternative housing that will increase the
workload by a currently unknown amount. That amount will not be known until
late April. Once we know that workioad, it will be a major indicator of whether we
have sufficient funds. Other uncertainties that still could affect the final cost of
the census include such things as enumerator productivity or natural disasters
that could affect the schedule. Nonetheless, our recent analysis indicates that
the NRFU operation can likely be completed within the original budget and will
not require supplemental funding.

2020 Census

Historically, the cost of decennial census more than doubles from one decade to
the next. This is unsustainable. The life-cycle cost of 2010 Census is nearly $15
billion.

9. What are you and the Census Bureau doing now to ensure that the 2020
decennial census will avoid the enormous cost increases that have
accompanied the last two decennial censuses?

Answer: The Census Bureau will be conducting the 2020 Census in an
increasingly demographically and culturally diverse nation, with a growing
population characterized in part by informal, complex living arrangements and by
swiftly evolving technology. We are committed to reducing the census-to-census
cost increase, but lowering the cost increase will require fundamental changes in
our planning, methods, and processes. Robust, early planning and investment in
research and strong program management, risk management, and
comprehensive systems engineering are crucial to achieving success in the 2020
Census. We are currently developing an early planning program for the 2020
Census that encompasses these changes with those goals and strategies in
mind.

NPOESS

The fiscal year 2011 budget proposes a split in the NPOESS program, and funds
new separate programs in NOAA and DOD. The NOAA program costs over $1
billion in fiscal year 2011, an increase of almost $700 million.

10.What will be the estimated life-cycle costs of the new programs in
comparison to the costs of NPOESS?

Answer: The life cycle cost (LCC) of the NOAA portion of the restructured
NPOESS program, now called the Joint Polar Satellite System (JPSS) is $11.9
billion which include the $2.9 billion of NOAA funds from FY 2010 and prior
years. The tfotal life cycle cost of the restructured NPOESS program will not be
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available until the Depariment of Defense has determined the cost of fulfilling its
portion of the restructured NPOESS program.

A comparison of LCCs of the NPOESS program pre- and post-restructuring is
difficult because at the time the program restructure was announced, the
NPOESS integrated Program Office (IPQ) estimated that LCC was likely fo
exceed, by nearly $2 billion, the June 2006 $14 billion LCC estimate which was
determined when the program was subjected to a Nunn-McCurdy recertification
progess. Because of the likelihood that LCCs would continue to grow under that
management structure, the Administration determined that it was in the best
interest of the government to restructure the NPOESS program.

11.And describe the changes in what will be delivered to NOAA, and the
changes in capabilities of the final products?

Answer: The key elements of the Joint Polar Satellite System (JPSS) will retain
the observational requirements of the original NPOESS program; however,
NOAA, NASA, and DoD will be responsible for meeting these requirements
through their own acquisition processes for their assigned orbits.

NOAA’s JPSS-assigned afternoon orbit will maintain the observations that were
planned for NPOESS in the afternoon orbit. JPSS wilt fly the Visible/infrared
Imager/Radiometer Suite (VIRS), the Cross-track Infrared Sounder (Crl8), the
Advanced Technology Microwave Sounder (ATMS), and the Ozone Mapping and
Profiler Suite (OMPS).

JPSS will also fly instruments that are being procured with funds from the NOAA
Climate Sensor Program - the Cloud and Earth Radiant Energy System
(CERES)/Earth’s Radiation Budget Sensor (ERBS) and the Total Solar and
Spectral Irradiance Sensor (TSIS) instruments. NOAA has initiated discussions
with the Japan Aerospace Exploration Agency (JAXA) to collaborate in its Global
Change Observation Mission (GCOM) mission to meet the requirements that the
Microwave Imager Sounder (MIS) would have provided through the use of the
Advanced Microwave Scanning Radiometer (AMSR) instrument planned for the
GCOM mission. Development of the Space Environment Monitor (SEM)
instrument remains subject to completion of DolY’s analysis of opportunities. The
JPSS program archifecture maintains capability for SEM observations in the
afternoon orbit.

12.What is the risk and the range of additional costs to NOAA related to the
termination of the NPOESS program beyond those shown in the fiscal year
2011 budget request?

Answer: Since it is an Air Force contract, negotiations regarding the NPOESS
contract will be led by the Department of Defense (DoD) on behalf of the
government. Termination and settlement costs are highly dependent on the path
forward, as well as the government’s ability to maintain strict control on its
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negotiating position. These activities are extremely acquisition sensitive, and it is
premature to discuss the cost of changing the contract until the NPOESS
Transition Team has completed its assessment of next steps and DoD has
completed its analysis of alternatives at meeting their early morning orbit
requirements.

The Limitation of Funds clause on the Northrop Grummman contract requires
NPOESS to obligate termination liability on coniract each fiscal year. ltis
possible some termination and settlement costs can carry into FY 2012. The cost
is under current review by DoD), and one-haif of these costs would be NOAA's
responsibility.

13.As a post-mortem on NPOESS, what would you identify as the
characteristics that led to failure, and how does the new plan for NOAA’s
program specifically address those flaws?

Answer: The major challenge of NPOESS was jointly executing the program
between three agencies of different size with divergent objectives and different
acquisition procedures. The new system will resolve this challenge by splitting
the procurements, NOAA and NASA will take primary responsibility for the
afternoon orbit, and DOD will take primary responsibility for the mormning orbit,
The agencies will continue o partner in those areas that have been successiul in
the past, such as a shared ground system,

The restructured program will also eliminate the NPOESS tri-agency structure
that has made management and oversight difficult, contributing to the poor
performance of the program. As reporied by an Independent Review Team in
2009, the NPOESS tri-agency Executive Committee process of providing
management and oversight was ineffective. NOAA through NASA as its
acquisition agent will procure the afternoon orbit assets that support its civil
weather and climate requirements through program and project management
practices that have been refined over decades of experience developing and
acquiring space systems. NASA’s role in the restructured program will be
modeled after the procurement structure of the successful Polar Operational
Environmental Satellite (POES) and the Geostationary Operational
Environmental Satellite (GOES) programs, where NASA and NOAA have a long
and effective parinership. NASA program and project management processes
will include thorough and ongoing review and oversight of project progress.

These changes to the NPOESS program will better ensure continuity of crucial
civil climate and weather data in the future. A main focus remains continuity of
polar-orbiting satellite data. While the Air Force continues to have remaining
Defense Meteorological Satellite Program (DMSP) polar-orbiting satellites
available for launch for the next few years, NOAA launched its final polar-orbiting
satellite in February 2009. Given that weather forecasters and climate scientists
rely on the data from NOAA’s current on-orbit assets, efforts will focus
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development on the first of the Joint Polar Satellite System platforms on ensuring
both short- and long-term continuity in crucial climate and weather data.

Telework

The Patent and Trademark Office has been a leader in the Federal government in
making telework available to their employees. | understand that more than 5,000
PTO employees telework which is more than 80 percent of their eligible
workforce.

14. How many employees telework in other Department of Commerce

agencies?

Answer: Throughout the Department, in addition to PTO employees, 4,497
Department of Commerce employees teleworked on a regular, recurring basis;
an additional 4,707 teleworked on an episodicfad hocfintermittent and/or
situational basis during the 2009 calendar year (January 1-December 31, 2009).

15.What are you doing to increase telework opportunities throughout the

Department?

Answer: The Department continues to promote the increase in telework
opportunities by means of further policy development, improvement in
information technology, and through training and awareness.

Policy:

The Depariment's Telework Plan has been revised to provide more flexibility in
the use of telework for unique situations such as emergencies [e.g., pandemic,
and continuity of operations (COOP)].

The Department is taking advantage of the Washington, DC metropolitan
region’s numerous GSA telework centers by allowing their employees to work on
either a regular or intermittent basis out of these centers.

The smaller bureaus (e.g., ESA with an employee population of 44) are taking
advantage of episodic telework as a means of reducing office coverage
challenges. Where practical and feasible in the host country, Bureaus with an
overseas presence (i.e. ITA) are promoting telework arrangements for their
overseas assignments. Some challenges encountered are host country 1T
limitations (e.g., size of bandwidth).

information Technology:

The Depariment uses its time and attendance system to record all telework hours
worked. The Department has developed and continues to research new
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solutions for secure remote access to support our teleworkers. The Department
has issued a Remote Access policy to ensure that access to Information
Technology (IT) systems from remote locations is provided to users in a secure
and effective manner. The set of requirements defined in the implementation
standard is intended to protect DOC IT networks and servers from the risks
inherent in remote access. The Department has implemented several secure
remote access solutions that facilitate teleworking.

Training and Orientation

The Department requires both the employee and supervisor take telework
training before entering into a telework agreement. All bureaus are providing
more frequent training and employee(s)/manager orientations to support utilizing
telework as a workplace flexibility. Many bureaus hold annual town hall meetings
to discuss the subject and cover telework policies and practices at new employee
orientation. The Department’s learning management system (Commerce
Learning Center) offers on-line telework training for both employees and
managers.

The National Oceanic and Atmospheric Administration during 3 quarter 2010
(April - June) timeframe will issue additional telework notifications to employees
which will include human interest stories and communicate the benefits of
telework from both an employee and management perspective,

International Trade Administration - China

The Committee included language in the fiscal year 2010 bill directing the ITA to
ensure that American commercial officers and locally-engaged staff receive
human rights training, and requiring a plan from ITA. The purpose of this training
is to ensure that when counseling U.S. businesses ITA staff should include
information about human rights, the rule of law and corporate responsibility. We
now have the plan from ITA and | understand that the goal is to train 100% of their
international field-based staff this year, whether it is classroom training or web-
based training. The plan however does not include a cost estimate.

16. How much do you intend to allocate from FY10 appropriations for this
purpose, and can you assure the Committee that ITA will be able to meet
their human rights training goals this year with the funding available?

Answer: ITA will meet their goal of training all of their international field based
staff this fiscal year by spending $500,000 from Executive Direction and
Administration funds...” for human rights training. On February 19, 2010, ITA
submitted to the House and Senate Committees on Appropriations its training
plan to ensure that Commercial Service Officers and Locally Engaged Staff
(LES) receive human rights training so they may effectively counsel U.S.
businesses on human rights, rule of law and corporate responsibility.
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As stated in the training plan, “[t}he goal for FY 2010 is to reach 100 percent of
Commercial Service international field-based staff with at least one training
format.

« The number of ITA client-facing staff targeted for classroom-based training in
FY 2010 is approximately 300 Commercial Service Officers and LES.

s Webinars and computer-based training will be available to the population
worldwide, so that all ITA employees — especially field-based trade
professionals — will have the opportunity to participate in human rights, rule of
law and corporate responsibility training this year.”

At this date, classroom based training is planned for numerous posts worldwide,
a schedule of training webinars is being scheduled, and ITA is utilizing the
Department’s learning management system to host and track web-based training
which employees worldwide can access 24 hours a day.

National Climate Service

NOAA has announced its intent to create a NOAA climate service. This was done
absent any proposal in the FY11 budget, and absent any notifications to this
Committee. We included funding in the FY10 bill for NAPA to conduct an analysis
of options for establishing a Climate Service.

17.What is the scope and timetable for this NAPA effort, and when can the
Committee expect to see more information about possible options? Your
testimony indicated that any organizational change on a NOAA climate
service would occur next fiscal year.

Answer: NOAA awarded a contract to NAPA on March 18, 2010 for the climate
service study required in the FY2010 Bill. Based on discussions between NAPA
and Appropriations Committee staff, the original date due for the report was
extended from 120 days out to 180 days. As a result, the contract specifies that
the final report is due to NOAA on September 14, 2010. That said, over the past
two years, NOAA has been actively engaged in evaluating climate service
activities within the agency. NOAA'’s proposal is well thought out and based on
strong foundation of input and analysis from groups including NOAA own
scientists, the National Research council, the NOAA science advisory Board and
others.

18.0nce the NAPA study is completed, can we expect to see a legislative
proposal or budget amendment to establish a climate service in NOAA?

Answer: NOAA will be working with Congress on a reprogramming package that
would best allow NOAA to accomplish its mission, both in climate and in science
to support its mission. NOAA is committed to developing a structure that will best
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allow NOAA to serve the American people by providing timely, accurate, and
relevant climate information to allow them to make the best possible decisions for
their families, communities, and businesses. . The NAPA report will provide
valuable information to NOAA as it develops it reprogramming package, as well
as Members of Congress and staff as they look at NOAA’s eventual
reprogramming package submission.
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OPENING REMARKS

Mr. MOLLOHAN. The hearing will come to order. Good morning,
welcome.

Today we will hear testimony from Dr. Lubchenco, NOAA Ad-
ministrator and Under Secretary of Commerce for Oceans and At-
mosphere. This is Dr. Lubchenco’s first opportunity to testify before
this Subcommittee.

Welcome.

Ms. LUBCHENCO. Thank you, Mr. Chairman.

Mr. MOLLOHAN. NOAA'’s fiscal year 2011 budget request includes
$5.5 billion for NOAA, an increase of $808.6 million over the fiscal
year 2010 enacted level, or a 17 percent increase.

The majority of this increase or $678.6 million is attributable to
the proposed restructure of the National Polar Orbiting Environ-
mental Satellite System. NPOESS, a NOAA/DoD partnership with
NASA playing a supporting role, has experienced technical and
management challenges, cost overruns, and schedule slips, and the
fiscal year 2010 Omnibus statement urged the Administrator to re-
solve these problems.

In response, the Administration has proposed a new approach
under which DoD and NOAA would each acquire satellites for their
respective orbits that would continue to share data.

The new approach will be referred to as the Joint Polar Satellite
System. This a significant change designed to ensure continuity of
critical climate data and we want to explore the reasons for the
new approach as well as the proposed plan in some depth.

There is also $155 million in increases for NOAA’s other satellite
programs, including $63.5 million for the Geostationary Orbiting
Environmental Satellite, GOES-R, which had been delayed by a
contract protest.

We want to get a status update on these critical programs and
explore the need for increases.

NOAA is an agency with multiple missions and the proposed
budget provides a variety of topics. Unfortunately, we simply do
not have time to discuss them all.

However, one of the more significant requests in the fiscal year
2011 budget is $54 million, an increase of $36.6 million to accel-
erate and enhance the implementation of a National Catch Share
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Program. Will this program ensure jobs for commercial and rec-
reational fisherman and the profitability of coastal communities?

We want to understand the elements of this program and why
such a significant increase is needed now and we need to know why
taxpayers should fund the cost of ensuring a sustainable resource
for the benefit of private industry.

And last but far from least, on February the 8th, 2010, the De-
partment of Commerce and NOAA announced the intent to reorga-
nize and create the National Climate Service. The programming re-
quest will not reach the Committee for some time, but we under-
stand that the Agency hopes that the reorganization can begin in
fiscal year 2011.

We will ask you to share the details which you can convey and
the reason for the timing of the announcement.

The mission of the NOAA Climate Service is critically important.
It is unfortunate that the process of announcing it has over-
shadowed the efforts to create it.

Dr. Lubchenco, thank you for coming. I am going to ask Con-
gressman Wolf, invite him to make opening statement, following
which your written testimony will be made part of the record and
we will invite you to present your oral testimony.

Mr. Wolf.

Mr. WoLF. Thank you, Mr. Chairman.

Welcome to the Committee. I look forward to your testimony.

Mr. MOLLOHAN. Dr. Lubchenco.

OPENING STATEMENT BY DR. LUBCHENCO

Ms. LuBCHENCO. Thank you.

Members of the Committee, thank you very much for the leader-
ship and the generous support that you have shown NOAA. It is
greatly appreciated as we work to improve our products and serv-
ices for the American people.

As you know, on February 27th, the Pacific Ocean was impacted
by a tsunami originating from an 8.8 magnitude earthquake off the
coast of Chile. Fortunately, this tsunami was not as destructive as
it could have been, but it provided a graphic illustration of how
very far we have come in the past decade in making timely and ac-
curate tsunami warnings and providing the public with information
needed to make decisions.

This event demonstrates that that continued investment in ob-
servations, modeling, research, and outreach is vital to saving lives
and property.

And our spring outlook announced just yesterday is intended to
alert city and state emergency managers and citizens that over
one-third of the contiguous United States has an above average
flood risk in the coming weeks and months.

The President’s fiscal year 2011 budget request provides a solid
foundation to continue to advance NOAA’s mission and for meeting
our most pressing needs.

The request of $5.6 billion represents an $806 million increase
over fiscal year 2011, as you noted, and addresses a set of priorities
that will guide our actions in the coming year.

I would like to highlight a couple of significant areas of progress
over the last fiscal year.
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In the area of climate, we have continued to provide climate ob-
servations and analysis while engaging with our partners on how
to strengthen our climate services.

We have made important progress in rebuilding our fisheries, re-
covering protected species, and sustaining the livelihoods and com-
munities they make.

We introduced a draft Catch Share policy and are committed to
improving fisheries enforcement and our relationship with the fish-
ing communities and industries. And we made good progress in
meeting the mandates of the Magnuson-Stevens Act and commis-
sioning the NOAA ship Pisces which will support fishery research
in the Gulf of Mexico and the southeast United States.

NOAA was also fully engaged in the President’s Interagency
Ocean Policy Task Force. The release of a draft national ocean pol-
icy and a framework for coastal and marine special planning re-
flects the growing recognition that healthy oceans matter and that
protecting and restoring critical habitat is essential.

The fiscal year 2011 budget includes new investments to
strengthen our science, foster innovation, rebuild and improve fish-
eries, and sustain and enhance satellite observations.

NOAA has become a global leader in reporting on the state of the
central climate variables and proposes to establish a new line office
called the NOAA Climate Service.

I want to thank the Committee for all the support that you have
given us for improving NOAA climate services. The office will en-
able NOAA to better address the growing needs for climate serv-
ices.

NOAA’s fiscal year 2011 request includes $435 million in support
of the U.S. Global Change Research Program with $77 million in
increases for core climate services and observations.

NOAA’s satellites provide the data and information that are vital
to every citizen in our nation.

A funding increase of $678.6 million for a total of $1.1 billion is
requested to support the Administration decision to restructure the
NPOESS Program and create within NOAA the Joint Polar Sat-
ellite System.

NOAA is requesting an increase of $62.5 million for a total of
$730 million to continue the development of the GOES-R Program
to be prepared for launch near the end of 2015.

The fiscal year 2011 budget also supports NOAA’s responsibil-
ities in transforming fisheries and protecting species. The budget
includes an increase of $36.6 million to establish a National Catch
Share Program. The program will provide a national framework to
develop, manage, and improve Catch Share Programs in fisheries
across the nation.

This increase will also continue the transition of the Northeast
Groundfish Multi-Species Fishery to sector management as well as
support new voluntary Catch Share Programs in the Mid-Atlantic,
Gulf of Mexico, and Pacific Coast regions.

The fiscal year 2011 budget request also includes an increase of
$10.4 million in the Community-Based Restoration Program.
NOAA plans to increase fish passage and spawning and rearing
habitats by implementing larger scale ecological restoration in tar-
get areas.
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We will continue supporting the Species Recovery Grant Program
with a requested increase of %9.6 million. This will allow NOAA to
provide grants to conduct priority recovery actions for threatened
and endangered species, including restoring habitat, monitoring
population trends, developing conservation plans, and educating
the public.

With a total request of $65 million, the Pacific Coast Salmon Re-
covery Grants Program will continue to leverage federal, state, and
tribal resources in the Pacific Coast region to implement projects
that restore and protect salmonid populations and their habitats.

In fiscal year 2011, NOAA will continue to support its education
programs and work to implement our new education strategic plan.
A total of $20.8 million is requested for the NOAA Education Pro-
gram.

A recently released report from the National Academy of
Sciences commends NOAA’s commitment to education and provides
recommendations for optimizing NOAA’s investment in education.

We plan to carefully review those recommendations and incor-
porate them as needed to maximize the effectiveness of our edu-
cation programs.

Overall, NOAA’s fiscal year 2011 budget request reflects the com-
mitment of the President and the Secretary to public safety, a
healthy environment, sound science, underpinning decision mak-
ing, and job creation.

These resources are critical to the future success of meeting our
needs in climate, fisheries, coasts, and oceans.

And I look forward to working with you and I am happy to re-
spond to any questions that the Committee may have.

Thank you, Mr. Chairman.

[The written statement of Dr. Jane Lubchenco, NOAA Adminis-
trator and Under Secretary of Commerce for Oceans and Atmos-
phere, follows:]
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Mr. Chairman and members of the Committee, before I begin my testimony I would like to thank
you for your lgadership and the generous support you have shown the National Oceanic and
Atmospheric Administration. Your continued support for our programs is appreciated as we
work to improve our products and services for the American people.

NOAA’s mission and priorities support Secretary of Commerce Gary Locke’s priorities through
innovation in science and technology, services benefitting the economy and ecosystems, and
green and blue businesses underscored by a solid foundation of environmental information and
stewardship. A healthy environment and a strong economy go hand in hand. Recreational and
commercial activities, representing biflions of dollars in economic impact, depend on healthy
coastal, ocean and fresh water environments and the services they provide. NOAA is assisting
communities with the data, tools, technology, training, and essential services and knowledge
needed to make decisions in diverse disciplines and sectors — from the innovative management of
our natural resources to the investments we make in public infrastructure.

1 am honored to be here as the Under Secretary for Oceans and Atmosphere at the Nationa