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CONGRESSMAN

) STEVE RUSSELL

‘ ¢ REPRESENTING OKLAHOMA’S 5TH DIS’I‘RIC"

February 2016

To the Citizens of the United States:

Asthe 114™ Congress begins its second session, | am proud to announce Waste Watch No. 4, continuing my ongoing effort to
document and publicize examples of misspending from throughout the federal government. The new report documents
nearly $75 billion worth of waste, cost overruns, and other misspending.

To put the size of this number into context, if this spending had been prevented, the DOD could have used the money to
replace half the current aircraft carrier fleet with five advanced new Ford-class nuclear supercarriers, each with 18 brand-new
F-35C Lightning Il fighters.® These are not trivial amounts.

In its most recent budget update, the Congressional Budget Office made a sobering announcement: the annual federal deficit,
which has been steadily falling since its peak in the 2009 recession, is on the rise again. Just afew months ago, CBO
estimated the FY 2016 deficit would be $414 billion; now, it puts the number for this year at $544 billion. We have long
known that deficits were expected to rise, but the new estimate indicates this will happen faster than anticipated. Previously,
we were expected to reach trillion-dollar deficitsagain by FY 2025; now, we are expected to reach that point in FY 2022, just
six years from now.?

About half of the new deficit spending is due to aweaker economic outlook. The other half is due to Congress' decision to
increase spending caps and extend tax breaks at the end of 2015.

| voted against raising spending caps in the Bipartisan Budget Act of 2015 (BBA 15) in October 2015. However, | voted in
favor of the “omnibus’ in December, asit had no effect on the spending caps. The purpose of the omnibus was to decide
how to spend the money, not how much to spend. | was impressed with the many strong provisions in the omnibus that, for
thefirst timein years, asserted Congress' “power of the purse” to meaningfully shape the behavior of the federal government
on issues ranging from abortion to gun rights to government mismanagement. | also believe it isimportant to reduce deficits
by creating growth in the economy. The landmark provision in the omnibus that lifted the 40-year ban on petroleum exports
will do just that in the long term.

The funding sections in the omnibus were what real appropriations acts should look like. The appropriations processis far
more effective than the “continuing resolutions’ of the past few years at correcting problems in the government like those
featured in Waste Watch. For example, my office was alerted to allegations that the Department of Energy planned to build
an unnecessary new $37 million dollar “consolidated emergency operations center,” even though the department aready has
severa facilities for this purpose. My office conveyed the issue to the relevant appropriations subcommittee. | was pleased
to see language subsequently added to the instructions accompanying the omnibus, clarifying that the act provided no funding
for the proposed center, and shifting responsibility for the facility proposal to a different office.®> The appropriations process
iswhat makes detailed instructions like these possible.

| was disappointed the omnibus lacked provisionsto reverse BBA 15 or defund objectionable government programs. | chose
to vote based on what the agreement included, however, rather than what it was missing. The bill included significant, real
conservative victories that moved the ball in the right direction, so | chose to vote for it.

That being said, the hard reality is we remain on avery serious, unsustainable fiscal path. The omnibus finally put Congress
in aposition of control over the budget; it is vitally important now that we strengthen that position, and use it to carefully
prioritize spending to prepare for the extraordinary budget pressures our nation will face in the coming years. A good first
step would be to address government waste like that outlined in Waste Watch No. 4.

Sincerely,

o

Congressman Steve Russell
Lt. Colonel, U.S. Army (Ret.)
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Davis Distillery’s “Appalachian Moon” line of moonshines

In November of 2015, the United States Department of Agriculture (USDA) awarded the
DavisDidillery agrant of $250,000“to processand mar ket value-added spirits’ and
“expand thecustomer base” Thedidtillery openeditsdoorsin 2000. Located in Rural
Retreat, Virginia, the company produceslegal moonshines, vodka, bourbon and brandy. In
2013 the Didillery began producingits“ VirginiaFros” Vodkaand “ Appalachian Moon”

moonshine.*

“Thishereisthereal thing. Just like Pappy used to make,” thedidillery’ swebste saysof its
90-proof original moonshine. “ 1t might whiff alittle dangerousand it may taste a mite anful
but thetaxesarepaid on thisjar.”® Thedidtillery also offersstrawberry, apple, cherry, and

peach varieties®

The grant to the Davis Distillery is not the only one of its
kind awarded to alcoholic beverage producers. The USDA
awarded atotal of 258 “value-added producer grants’ to
agriculture-related businesses in 2015. Out of the 258
grants, 41 of them—about one in six—were awarded to
breweries, wineries, and distilleries. A total of $4,699,944
was given to these businesses to expand their businesses and
markets.’

Interestingly, the USDA’s own Dietary Guidelines, while
acknowledging that alcoholic beverages can be included in a
healthy diet in moderation, “does not recommend that
individuals who do not drink alcohol start drinking for any
reason.”® New drinkers, of course, would be important for
alcohol producersto expand their customer base.
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Although many Americans responsibly enjoy the products
of breweries, wineries, and distilleries, thereisno
compelling public interest reason to use taxpayer money to
promote these products. Nevertheless, every year the
USDA and other agencies award dozens of grants directly to
breweries, wineries, digtilleries, bars, and other businesses
in the alcoholic beverage industry.

Rather than picking and choosing which businesses to
subsidize with targeted grants, the federal government
should lower overall spending, taxes, and debt so that all
businesses can thrive in the free market.




Diplomacy, Experi-Level: State Department-Funded Artists
“Sell” Bags of Air and Blank CDs in Mongolia

e

The artists attempt to “sell” bags of air and blank CDs to bemused locals at a black market in Ulaanbaatar

Inthesummer of 2015, a State Department program sought to make a point about
pollution in Ulaanbaatar, the capital city of Mongdlia, by funding an “interactive art
ingtallation and mobilecart that ‘sdls threeitemsthroughout Ulaanbaatar—ifresh air
collected from the countryside and packaged in plagic bags, the sound of sllence provided
on CDs, and livestock bones.” ® Theproject wasentitled “ Everything for Sale, Art for
Sale” and wascarried out in Narantuul, a black market in the capital city.1°

Theprgject isone of many funded by the American Artslincubator program, which uses
“new media’ in communitiesthroughout Asato engageyouth, artists, and the
underserved. The purpose of these projectsisto “advance U.S. foregn policy by addressing
alocal community issue” ! The State Department gavethe program $300,000in FY 2015.
Theprogram hasreceived atotal of $800,000 sinceFY 201312

Other projectsin Mongoliainvolved hanging bright curtains
in Ulaanbaatar’ s poor neighborhoods to create temporary
social spaces, documenting the physical gestures of rural
herders, such as milking cows and shoveling dung; and
setting up astand in poor areas to craft “boortsog” biscuits
in shapes requested by passers-by.'® The artists filmed their
interactions in the poor areas and then screened the footage
in the city center to highlight Ulaanbaatar’ s poverty
problems to the city’s middle and upper class residents.

The locals did not always respond quite as envisioned to
being made into art projects. For the biscuit-making artists,
“interactions varied—from grateful kidsin poor ger districts
requesting heart-shaped boortsog to alcoholics repeatedly
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requesting lewd shapes.”** The nonprofit organization
ZEROQO1, which currently implements the Incubator program,
has al so sponsored art projectsin the Philippines, China,
Vietnam, Indonesia, Laos, and Papua New Guinea.’®

Although cultural exchanges have played avaluablerolein
advancing U.S. diplomacy—from the “jazz diplomacy” of
the Cold War to the “ping pong diplomacy” with China—it
isunclear how using oddball art projects to critique other
nations social problems will help improve diplomatic
relations. The State Department would perhaps be better
advised to showcase American artists that are likely to
appedl to the nations they visit.




Solar-Powered Beer [$35,164]

Short’s Brewing Company celebrates the installation of the solar panels in a ribbon-cutting ceremony in August 2015

TheU.S. Department of Agriculture's(USDA) Rural Energy for America Program

awar ded a $35,164 grant in 2015 toingall asolar array at Short’sBrewing Company in Elk
Rapids, Michigan. Thebrewery advertisesover 300ales, lagers, | PAs, spiced beers, and
others!® Thebusinesstoutsitsbrewers “ strong technical knowledge of how to incor por ate
unusual ingredientsinto traditional beer styles,” boasting that it is“ open minded to all beer
possibilities”” Thebrewery saysthesolar paneswill supply approximately 7 per cent of

theenergy it usesannually.®

A ribbon-cutting ceremony for the brewery’s new solar
array was attended by the USDA Rural Development State
Director, who hailed the grant as an example of the agency
“helping a value-added rural business become more
environmentally sustainable,” and U.S. Senator Debbie
Stabenow, who stated, “ Short’s Brewing Company is
helping to fuel Michigan’s rapidly expanding beer industry
that supports thousands of jobs across our state. With new
solar panels to power production, Short’sis also supporting
Michigan clean energy manufacturers committed to
reducing our nation’s dependence on foreign oil.”*°

The push toward renewable energy is one of the most

fragmented, uncoordinated efforts of the federal
government. The Government Accountability Office found
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anincredible 679 federa initiativesin FY 2010 related to
renewable energy, spread across 23 agencies and 130
subagencies. A total of 345 of these initiatives were related
to solar energy, with 31 solar-related initiativesin the
USDA done®

With so many programs, thereis high risk that multiple
offices are spending time and resources on the same
activities, wasting taxpayer money on redundant
bureaucracies and causing confusion among beneficiaries.?
If the federal government intends to continue promoting
renewable energy, it must ensure programs like Rura
Energy for America are not duplicating the work of other
federal programs.




DOD Plans to Destroy Half a Million Tons of Ammunition and
Explosives—Worth Up to $16 hillion

Every year, the DOD trandfers
tensof thousands of tons of
bullets, grenades, rockets,
mortars, artillery, demalition
equipment, missles, and other
ammunition to storage depots
throughout the country to
await destruction.?? Asof
February 2015, the sockpile of
excess, obsolete, or unusable
munitionsheld over half a
million tonsof material, worth
asmuch as$16 billion.?®> Most
of thisstockpileisdated to be

“ demilitarized,” or destroyed Small arms ammunition

Thisenormous quantity isover and abovethelargereservesthe DOD kegpson hand for
warsand other contingencies. In total, the DOD manages about $70 billion of conventional
ammunition.?* Funding for demilitarizing the unneeded ammunition is consstently
inadequate, so the stockpile continuesto grow.?

Littleisknown about how much of thisstockpileisusable. Somemay be appropriatefor
resaleto cviliansor foreign allies, but the DOD smply does not have adequate data about
the condition of most of the stockpile to deter minehow much can beused. The DOD should
doitsbest tofill thisdata gap to prevent unnecessary destruction of ammunition.

At minimum, the DOD should make civilian-appr opriate small armsammunition available
for saletothegeneral public. In many cases, even if theammunition doesnot meet rigor ous
military sandards, it would be mor ethan suitablefor target ammunition. It isfar better to
sl off thisinventory than to let it spend year sor decadestaking up expensve stor age Space
at additional cost, only to ultimately be destr oyed.

When the DOD determines that ammunition is beyond the may also be mixed into a durry to produce blasting charges
department’ s needs, obsolete, or unusable, it istransferredto  for mining, or may be melted and drained from its shell,
U.S. Army facilities to await destruction, or washed out with hot water, or rendered chemically inert
“demilitarization.” The simplest demilitarization technique with sodium hydroxide. The metal shells can then be

is open burning or detonation in aclear area. Smdler recycled.?

munitions may be fed into a closed incinerator, where they

burn or detonate. Explosives with white phosphorous can Much of thisammunition is considered unsafe to use, but
be burned, the smoke collected, and then recycled into someisin good condition. The DOD does attempt to avoid
phosphoric acid for commercial sale. Explosive material destroying usable ammunition. Each of the service
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“Bunker buster” bombs at McAlester Army Ammunition
Plant in Oklahoma. The McAlester facility holds
123,000 tons, or almost a quarter, of the CAD stockpile.

branches, such as the Marines or Air Force, keeps
substantial reserves of ammunition in their own stocks for a
wide variety of contingencies.?” When a service branch
determines that ammunition is beyond its needs, however, it
is made available to the other services. Since 1997, the
service branches have saved $1.3 billion by claiming surplus
from other branches. Some ammunition may also be sold to
foreign governments.?® Ammunition that goes unclaimed,
however, is transferred to the Army’ s “conventional
ammunition awaiting demilitarization and disposal” (CAD)
stockpile, which is split among seven Army ammunition
depots throughout the country.?

Prior to 2014, once ammunition entered the CAD stockpile,
it was generally never used again. That year, however, the
DOD committed to improving its ammunition-sharing
systems, and directed the service branches to start checking
the CAD stockpile for usable ammunition.®® In 2015, DOD
promised to develop a system to make small arms
ammunition in the CAD stockpile more easily accessible to
other government agencies, such as the Department of
Homeland Security and U.S. Marshalls3!

Despite these initiatives, the CAD stockpile is enormous
and growing, and most of it will eventually be destroyed.
As of February 2015, the stockpile held 529,000 tons of
conventional ammunition, which would cost roughly $1
billion to store and dispose of 32 An additional 583,000 tons
will be added to the stockpile through FY 2020. The Army
probably will not able to destroy enough of the stockpile to
offset theincoming material. For FY 2015, the Army
planned to destroy only 68,000 tons of ammunition and
142,000 missiles and components, at a cost of $114 million.
Without policy changes, the stockpile could continue to
grow every year indefinitely.®

One mgjor obstacle to sharing from the CAD stockpileisthe
Army simply does not know which ammunition is usable. It
is assumed that much of the material in the stockpile isthere
because something is wrong with it. Some ammunition may
have been damaged, some may have exceeded its shelf life,
and some may even be banned by current U.S. policy, such
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as cluster munition. But some may simply be excess
inventory that is perfectly serviceable.

Historically, once an item was in the stockpile, there was no
reason to spend resources tracking its condition because it
was dated to be destroyed. Now that DOD isworking to
share from the CAD stockpile inventory, however, it should
start tracking the condition of new incoming stock.

The stockpile also continues to grow because DOD
considersit alow funding priority. DOD estimated it would
cost $185 million annually just to destroy enough
ammunition to offset all incoming material and reduce the
stockpile by 3 percent. Yet, it only requested $114 million
for demilitarization for FY 2015. One reason the DOD isin
no rush to destroy the stockpile isit is much chegper to store
ammunition for another year than to destroy it. DOD
estimates average storage costs at about $42 aton, but
average demilitarization costs at about $2,000 per ton.3*
That means DOD could hold ammunition for decades for
less than the cost of destroying it. Nevertheless, DOD
destroys as much of the stockpile as possible every year
with the funding available.

DOD is expected to share primarily with the Department of
Homeland Security. DOD should also work to make low-
caliber sidearm ammunition available to state and local law
enforcement. It should be much more cautious about
donating ammunition that is rarely needed outside amilitary
context, such as 50-caliber, high-explosive, and armor-
piercing rounds. The over-militarization of police
departments is a legitimate concern, and DOD should not
exacerbateit. However, the DOD could explore selling this
material to foreign alies.

If there is no legitimate law enforcement or military need
for material in the CAD stockpile, and it cannot be sold to a
trusted ally, it should be destroyed as soon as possible.
Taxpayers are wasting tens of millions of dollars every year
to store material that is unlikely to ever be used. The Army

Ordnance being demilitarized in Iraq using controlled
open detonations.




also points out the CAD stockpile consumes valuable
storage space, noting that “for every ton of conventional
ammunition demilitarized, approximately 7 to 9 square feet
of covered storage space can be opened to store ammunition
required by the warfighter.”3>

Accurate data on the condition and age of the ammunitionis
important so unusable ammunition can be destroyed first,
and usable ammunition can be shared or saved for future
use. It may not be worth the cost to determine the condition
of the entire CAD stockpile, but the Army should callect as
much data as practicable. DOD should also explore faster,
lower-cost demilitarization strategies.

Finally, DOD must answer the obvious question: why isthe
military buying so much ammunition that it ends up not
needing? Asany soldier knows, a generous reserve of
ammunition is generally agood idea. When the military
ends every year with thousands of tons of excess bombs and
bullets, however—over and above the large contingency
reserves held by the service branches—it may be asgn our
acquisition strategy needs to be improved. The Army alone,
which has direct control of the CAD stockpile, requested
over $1 billion to procure new ammunition for FY 2016.%
The DOD should do its best to reduce this sum through
better estimates of future needs.

USDA Subsidizes “Meat-Infused String Cheese” [$250,0001

Burnett Dairy’s meat-blended string cheese

The U.S. Department of Agriculture awarded a quarter-million dollar grant to a
Wisconsin cheese manufacturer in 2015 to “ help expand the sales of meat infused
string cheese.” 3" Burnett Dairy Cooper ative is a well-established business which

toutsits employees “Master Cheesemaker” certificationsin “Mozzarella, Colby,
Monterey Jack, Fancy Jac and Cheddar cheeses.”

Thedairy advertises several flavors of string cheese with “natural meat blended in,”
including “ zesty teriyaki,” “pepperoni pizza,” and “ hot pepper beef.”3® According
to one pressreport, the dairy will also be collaborating with Jack Linksto createa
“string cheese product with a beef stick in the center.” %

There are at least 89 different cheese manufacturersin
Wisconsin alone.r Thereisno logical reason to give a
quarter-million dollar federal subsidy to one whileleaving
the others out. Doing so simply rewards the businesses
that can write the best-looking federal grant applications
and best appeal to federal bureaucrats.

While Burnett Dairy deserves credit for trying out a new
entrepreneurial innovation, the USDA should not be
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risking taxpayer dollars on this venture. Meat-stuffed
string cheese may very well be the next big thing in
cheesy snacks, but it isthe role of private industry to
assess the likelihood that consumers will want this new
product, and to determine the appropriate amount to
investinit. Federal agencies simply do not havethe
market expertise to make this call, nor isit their
congtitutional role.




DOD is Cutting Back on Oversight of $59.7 Billion Military

Space Launch Program

The Evolved Expendable Launch
Vehicle (EELV) isthemilitary and
intdligence services primary
program for launching navigation,
r econnaissance, weather, and
military communications satdlites
into orbit.*? TheAir Force, which
runsthe program, can choosefrom
avariety of rocketstodeliver EELV
payloads, including threeversons
of Boaing'sDdtalV, twovarieties
of Lockheed Martin'sAtlasV,*
and SpaceX’sFalcon 9.4

An Atlas V rocket launches from Cape Canaveral Air Force Station

When the EELV program began in 1996, itsprimary goal wasto reducethe cost of
launching satdlitesinto orbit.* Sincethat time, however, the cost of the program has
escalated dramatically. Originally projected to cost $18.4 billion over itslifetime, the
program is now expected to cost $59.7 billion through 2030, mor ethan threetimesthat
amount. Thenumber of launches planned for the program, meanwhile, hasdropped from

181t0 165.%

Innovation isnot easy, especially with spacetechnology. The Air Forcehas struggled for
yearsto control the EELV program’scost escalation, but complete control over costsand
schedulesisoften smply not possble. Neverthdess, therearesomerisksthat areavoidable.
Thisyear, the Air Forceintroduced competition into the program with the certification of
SpaceX to competefor satdlitelaunches, which isa podtive step. However, the new
competitive approach also greatly reducesthe government’ sability to monitor and over see
contractors work, potentially exposing taxpayer sto new risks of technical mistakesand
cost escalation.*” TheAir Forceshould ensureit has adequate oversght over contractors

work to minimizetheserisks.

A major reason for the cost escalation since 1996 was that
key assumptionsin the original cost estimate simply turned
out to be untrue. The Air Force expected strong private-
sector demand for Boeing’s and Lockheed' s rockets to
emerge in the 2000s, allowing the contractors to develop
economies of scale and bringing the price of launches down
for the government. No significant private market ever
materialized, however.*® The Air Force also expected
competition between Lockheed and Boeing to control costs.
In the early 2000s, however, DOD discovered Boeing had
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illegally obtained thousands of Lockheed documentsrelated
toitsEELV program. Boeing was fined $615 million, lost
$1 billion worth of launch contracts, and could have been
liable for billions more in damages from L ockheed.
Lockheed said it would drop its charges, however, if a
proposed merger between Boeing's and Lockheed' s launch
operations was approved. The DOD favored the merger,
believing it would save taxpayer money due to shared
infrastructure, and the Federal Trade Commission approved
itin 2006. Thetwo companies launch operations were




consolidated into a new joint venture, the United Launch
Alliance (ULA).* The ULA continued to build both the
DeltalV and Atlas V families of rockets because the DOD
required two lines of launch vehiclesin case therewas a
problem with one of them. The two companies no longer
competed, however. From 2006 to 2015, ULA held a
monopoly on the EELV program.>°

The current ULA contract is not only sole-source, it has no
firm dollar l[imit. Many parts of the contract are considered
“cost-reimbursement,” meaning DOD essentially reimburses
the contractor for all appropriate expenses. To ensure
expenses are in fact appropriate, DOD continually collects
detailed data about ULA’ s operations through six DOD-
compliant business systems. The systems also help ensure
ULA stays on schedule and maintains quality standards.
Implementing the systems was extremely difficult; dl six
were not fully approved until July 2014, eight years after
ULA’screation. The systems hold ULA accountableto its
government overseers, but they can only make ULA as
efficient as the government itself. The EELV program’'s
continually-escalating costs made clear that was not enough.

To harness the power of private-sector efficiency,
competition was required. In May 2015, after a nearly two-
year process, SpaceX was certified to compete for EELV
launches.>! The first competitive launch contracts will be
awarded early next year. The cost-reimbursement contract
with ULA, which pays for the capability to launch eight
missions per year through 2019, remains in effect, but the
Air Force intendsto award all new contracts competitively.

These competitive contracts will be “firm-fixed-price,”
meaning the price of the contract generally will not change,
regardless of the contractors' expenses. Detailed
monitoring of contractors’ expenses is therefore no longer
considered necessary. It isassumed the government will
receive afair price aslong as adequate price competition
exists. SpaceX and other potential competitors will
therefore not need to undergo the arduous process of
implementing DOD-approved business systems.
Contractors will still submit some data, but it will not be the
same level of detail as before.

The Government Accountability Office (GAQO) has raised
several concerns about the loss of detailed data. GAO
points out that only two competitors for the program
currently exist, and it is by no means certain that the market
for space launches can sustain even those two.%? The
government may remain the only significant customer for
launch providersin the foreseeable future, and government
demand is not expected to grow. Air Force officials have
said DOD launch regquirements in the long term will either
remain steady or potentially decrease. The Air Forceis
currently researching the launch industry and how best to
support it. Inthe event one of the competitorsisunable to
bid on a contract, however, DOD should be prepared to
return to the rigorous oversight required for sole-source
providers.
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The new approach also poses a challenge for ensuring
mission success and safety, known as “ mission assurance.”
Under the sole-source ULA contract, the Air Force plays a
large role in mission assurance, using the DOD-approved
business systems to review hardware, software, and
procedures. Under the new approach, the Air Forcereviews
the contractor’ s mission assurance policies during
certification, but for the actual launches, the contractor is
responsible for performing mission assurance on itsown.
The contractor will forfeit one-fifth of its contract payment
if the launch fails—other than that, the Air Force haslittle
ability to ensure the quality of the contractor’s work.

An unmanned
SpaceX Falcon
9 rocket
explodes
during a June
2015 launch.

Despite an otherwise-solid safety record, SpaceX did have
one catastrophic launch failure during a resupply mission to
the International Space Station (1SS). Previoudy, SpaceX'’s
Falcon 9 had successfully completed seven unmanned
resupply missionsto the ISS. The accident showed,
however, that space launches remains a difficult and
unpredictable business. Another potential future competitor
for the EELV program, Orbital ATK Inc., also suffered a
rocket explosion in 2014 during an 1SS mission.5® The
EELV program isresponsible for billion-dollar national
defense satellites that are impossible to insure. The Air
Force should do everything possible to protect these
payloads.

Even with competition, other factors could influence both
competitorsto increase their prices. Firm-fixed-price
contracts are “usually only appropriate for acquiring goods
or services with reasonably definite requirements and
minimal performance uncertainty,” according to GAO. “If
reguirements are vague, the contractor bears a greater
amount of risk, and its proposed price in its contract offer
will likely be inflated to account for thisrisk.”>* The Air
Forceis confident it has made its requirements very precise.
Rocket launches are highly complex, however. If the
contractors see risks for unplanned expenses on the horizon,
both bidders may inflate their prices to account for the risk.
Taking into consideration the limited competition in the
launch industry, the high cost of mission failure, and the risk
that bidders will inflate their bids, the Air Force should be
cautious about treating the EELV program like an ordinary
competitive program. Market competition alone may not be
sufficient to deliver reliable launches at afair price. More




robust oversight is important to ensure the success of the
competitive approach.

Requiring all competitorsto use the full-fledged DOD-
approved business systems, however, is not an ideal
solution. ULA took eight years to fully implement the

It will be a challenge to develop balanced oversight
mechanisms that do not unduly discourage new competitors.
In light of the EELV program’s history of explosive cost
growth, however, strong oversight is necessary to ensure the
sustai nability and success of the space launch program in
the coming decades.

systems; if other companies were required to do the same, it
would be very difficult for competitors to enter the market.

Congress Preserves History—hy Hanging onto a Relic of the
Earmarking Era [$71.5 million]

Regina

United States, st Louis

Picking winners and losers: Heritage Partnership Program grants are only available for projects
in one of the 49 congressionally-designated “Heritage Areas.”

Over the past threeyears, the National Parks Service (NPS) hasdoled out nearly $52
million in grantsfor 49“ National Heritage Areas’ (NHAS) throughout the country.>® The
grantssupport avariety of local projectswithin the NHAS, such asvistors centers, hiking
and bikingtrails, forest conservation, or historicbuilding restoration.®® Thefederal
government generally doesnot own theland within aheritagearea. Mogt of theareas
include multiple counties, covering lar ge swaths of the state they occupy. Congressional
appropriatorshaveallocated another $19.8 million for NHAsin FY 2016 alone>’

Thereisno particular logic, higorical or otherwise, to sdlecting areasfor “National Heritage
Area’ gatus. Missssppi and Utah each havetwo NHAS, whilethe neighboring sates of
Arkansasand Arizona havenone. New Jersey hasone Delawarehasnone. Pennsylvania
has seven NHAS, two of which overlap and one of which isshared with threeother sates.
North Dakota hasthe® Northern Plains National Heritage Area,” while South Dakota,
Montana, and Wyoming haveno NHA. OneNHA coverstheentire date of Tennessee The
gate of Kentucky, meanwhile, though no lesshistorically important than itssouthern
neighbor, doesnot havea single county within an NHA 58
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Many NHAs make sub-grants to other organizations,
making their spending particularly difficult for federal
officialsto monitor. North Carolina s Blue Ridge NHA,
for example, awarded $170,000 in grantsin 2015,
including $7,000 for a*“historical archive and a sdf-
guided driving tour of old barns;” $5,000 for a
“documentary film about Madison County master fiddler
Roger Howell;” $6,500 to “support the development of a
traveling exhibit on dulcimer makers;” and $10,000 for
“renovations to two historic barns to create an indoor
stage and dance hall for traditional music events.”*>NHAs
are essentially arbitrary designations of Congress, created
piecemeal over the past three decades by an assortment of
standalone bills and provisions tucked into spending and
omnibus lands bills.®® Every NHA has its own enacting
statute, its own rules, and its own rationales for existence.
The Mississippi Hills NHA, for example, which covers
about athird of the state, boasts of its sweet potatoes and
dairy cows, a major siege the occurred in the area during
the Civil War, and various notable personalities with ties
to theregion, such as Elvis, John Grisham, Ida B. Wells,
and Oprah.5! Thisis not to be confused with the
Mississippi Delta NHA, an “agricultural region where
cotton was once king” and “the land where the Blues
began, where Rock and Roll was created and where
Gospel remains avibrant art.”% While the contributions
of these regions are not to be discounted, there are many
other states and regions that are no less important, yet
lack NHA status.

Asaresult of the arbitrary standards for becoming an
NHA, NPSis exceedingly vague in its descriptions of the
areas, the agency says NHAs are “designated by Congress
as places where natural, cultural, and historic resources
combine to form a cohesive, nationally important
landscape.” %

Clearly, Tennessee is not more “nationally important”
than Kentucky, nor does North Dakota have significantly
greater “natural, cultural, and historic resources’ than
South Dakota. The areas that have won NHA statusare
not necessarily those with the most historical merit, but
those with the best-organized local supporters and
advocatesin Congress. In other words, NHAsare a
classic example of the old congressional “earmark”
culture. While both the House and Senate have banned
official earmarks, relics from the heyday of pork barrel
spending still persist in the form of these congressionally-
designated aress.

NHAs receive federal funding through the Heritage
Partnership Program. Most Heritage Areas may receive
up to half of their funding from the federal government;
therest is provided by the local partner organization
responsible for managing the NHA % The federal
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contribution was originally intended as “ seed money” to
help these local organizations get started,® but today,
NHAs created as long as 30 years ago still depend on
federal funding.®

Every single year sincereleasing its FY 2011 budget
justification, the National Park Service has called for
cutting federal funding for NHAs by at least half,
explaining the reduction is needed to | et the agency
“focus on those park activities that most closely aign
with its core mission” and warning that the local partner
organizations “continue to rely heavily on Federal
funding, even though the program was not intended as a
pathway to long-term Federal funding.” ¢ The
Congressional Budget Office (CBO), meanwhile, has
suggested eliminating funding for NHAs entirely.®
Despite the Park Service's protests, Congress has
continued to provide federal money for the program. NPS
is now restructuring the program to reward NHAs that
perform well and can sustain themselves on their own,®
but NHAs will most likely continue to rely on federal
funding until Congress stops providing it.

The House Appropriations Committee acknowledged in
2015 that “Heritage areas were never intended to receive
Federal funding in perpetuity,”” but the “omnibus’
spending hill nevertheless provided $19,821,000 for
NHAsin FY 2016.”* Thehill even lengthened the
authorization and raised the spending cap for several
NHAs.”2 Congress should instead refocus on transitioning
NHAs toward self-sufficiency, as was originally intended.

LISTON 8. RAMSEY CENTER FOR REGIONAL STUDIES PRESENTS

THE ROGER
HOWELL

DOCUMENTARY PROJECT

Premiering at the
BASCOM LAMAR
LUNSFORD
MINSTREL OF APPALACHIA

U FESTIVAL
MOORE AUDITORIUM £33 MARS HILL UNIVERSITY
Mars Hill, North Carolina

FOR TICKETS AND MORE INFORMATION:
www.lunsfordfestival.com vk Hannah Furgivele 828.689.1571

One NHA spent $5,000 of its federally-subsidized
budget for a documentary about “master fiddler”
Roger Howell.




Rushed Schedules and Lowhall Cost Estimates Lead to Delays
and Cost Escalation in $18.9 Billion Air Force Surveillance
Satellite Program

TheU.S. Air Force s Space Based Infrared
System (SBIRS), when complete, will consst
of ax satelitesdesigned to detect launches of
short, medium, and long-range ballistic
missles. Devedoped primarily by L ockheed
Martin, the satdlites infrared sensorsdetect
and track the heat from the missle' shot
exhaugst. Thesystem will providedatato hdp
bring down threatslike inter continental
ballistic missles (ICBMs) beforethey strike
ther target, and will also provideintdligence
to conventional battlefidd commandersto
quickly detect short-range misslelaunches o
that missles can beinter cepted and mobile

misslelauncher sdestroyed beforethey
relocaIe73 A Space Based Infrared System (SBIRS) satellite

Unfortunatdy, the sysem isyear sbehind itsinitial timetableand billionsover itsoriginal
budget. Originally, the syssem wasintended to condst of five satdlites costing $5.2 billion,
thefirst of which wastolaunch in 2002. A total of Sx satdlitesarenow planned for the
sysem, but the cost hasmorethan tripled to $18.9 billion. In addition, thefirst satdlitedid
not launch until 2011, and thefinal satdlitewill not beready for launch until 2021.74

Sadly, many of the ddlaysand overrunsactually resulted from attemptsto savetimeand
money. Thepressureto reduce cosgsundoubtedly originated from Congress. These
setbacks should remind Congressand the Air Forcethat when it comesto space technology,
quality must remain paramount. Cogt cannot beignored, but misson successmust bethe
top priority. Thishastraditionally been America’sapproach towar d space exploration, and
it should remain asa guiding principleasthe military playsan increasingly significant role
in U.S. spaceefforts.

The Government Accountability Office (GAO) detailsthe the complexity of the job and were too optimistic about their
many reasons for the dramatic delays and cost escalation of own productivity, resulting in unrealistic cost and schedule
the SBIRS program since it beganin 1996.”> To begin with,  estimates.

satellite design and development began too soon. The Air

Force had not adequately developed its requirementsfor In addition, in 1998, the Air Force decided to delay satellite
what it wanted L ockheed Martin and other contractors to do, launches by two yearsto fund other DOD priorities. Asthe
resulting in costly changes after design and development planned schedule unraveled, both the government and

had started. The contractors, meanwhile, underestimated contractor were overwhelmed, resulting in a breakdown of
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management. |t later emerged that for one of the satellite
designs, the program “tried to achieve efficiencies by
cutting back on detailed design analyses and component
testing,” resulting in design problems that had to be
reworked.” For another satellite design, a major battery had
to be replaced at a cost of $15 million, and the solar cell
panel had to be modified.

Software development was one of the largest underlying
problems in the program. Management did not understand
the complexity of software programming, and put
developers on an overly aggressive schedule. The rushed
schedule increased costs due to overtime expenses, and
ultimately only caused more delays because developers did
not have enough time to test and analyze software.”” In
2007, the flight software for the first satellite failed,
resulting in $414 million in new costs and 15 monthsin
additional delays.™

There have also been significant delays in developing the
ground control system for SBIRS. Although the first
satellite has been in orbit since 2011, as aresult of the
delays on the ground, the military will not be ableto collect
usable data from a critical sensor on the satellite until 2016,
over five years after itslaunch. The SBIRS satellites will
not be fully operational until 2018, when the final segment
of the ground system is complete.”

In addition, because the system has been in development for
over 18 years, some of its technology is already obsolete.
By the time the final satellite is launched, this technology
will be decades old. Unfortunately, because the Air Force
did not design the satellites to be easily adaptable to new
technology, attempting to upgrade the partsin the new
satellites would add hundreds of millionsin costsand years

in delays to the project, so the Air Force plans to keep the
outdated parts in place.&

Ironically, the emphasisin recent decades on cost cutting
and efficiency has actually contributed to cost overruns and
delays. “ Spaceis unforgiving,” explains areport by two
DOD science boards. “Thousands of good decisions can be
undone by a single engineering flaw or workmanship error,
and these flaws and errors can result in catastrophe. Mission
success in the space program has historically been based
upon unrelenting emphasis on quality. The change of
emphasis from mission success to cost has resulted in
excessive technical and schedule risk as well as afailure to
make responsible investments to enhance quality and ensure
mission success.” 8!

The report also cites the strong bias among contractors to
produce unrealistically low cost estimates. The lowball bids
offered by overly-optimistic competitors “seriously distort
management decisions and program content, increase risks
to mission success, and virtually guarantee program delays,”
according to the report.&

Cost considerations cannot be ignored in today’ s fiscal
environment. All programs, including the Air Force s space
programs, should constantly be exploring waysto
accomplish their mission at alower cost. Congress, agency
leaders, and contractors should not allow cost-cutting efforts
to undermine quality, however. Doing so could end up
costing more in the long term, contributing to egregious cost
overruns and delays like those that have plagued inthe
SBIRS program. It isfar better to determine the true cost of
the program up-front and pay what is necessary to do the job
right the first time.

Oklahoma Gas Station Owner Receives Surprise Six-Figure

Windfall from Federal Government

Theowner of morethan a hundred 7-Eleven soresin Oklahoma

The Compressed Natural
Gas station in Moore, OK

Page | 13

was sur prised to receive a payment for “wel over $100,000” from
theU.S. Treasury in December. Mr. Jim Brown ownsone
Compressed Natural Gas (CNG) filling ation at a 7-Eleven
location in Moore, OK, and recaved the payment because of an
IRStax credit program to subgdize sHlersof thealternativefud.
Although thecredit istechnically atax provison, it often resultsin
actual paymentsfromthe Treasury. Thecredit isworth 50 cents
per gasoline gallon equivalent (GGE) sold, enough to zero out the
18.3-cent federal excisetax on CNG and provide anincometax
credit or direct payment for theremaining amount® The
payment wasfor the CNG sold at the 7-Eleven location in 2015.




Thereason for Brown'ssurprise? Thecredit for CNG wasnot part of thetax codefor most
of 2015. Theprogram had expired at theend of 2014. Brown had ther efore made his
business planswith no expectation of recaiving thecredit. Congress, however, renewed the
credit in December 2015, making it retroactiveto tax year 2015. ThelRStherefore sent
Brown a payment for hisstation’s CNG salesasif theprogram had never expired. Brown
notified the office of Congressman Russdl of the payment, pointing out thisfinancial
incentive could not possibly have mativated him to sdl more CNG, sncehedid not know he
would berecaiving it when the salestook place. Feding the money should bereturned to
taxpayers, Brown directed the gation to lower itsprice by 50 centsuntil thefundsfrom the

payment wer e expended.

“We don’t need a government handout to run our business,”
Brown said in a statement to the office of Congressman
Russell. “ Somebody or some corporation was able to slide
language into the omnibus tax measure that would pay
people like us retroactively for gallons (gges) we had
already sold in 2015. This kind of lunacy doesn’t happen by
accident. It's no wonder people have zero trust in
government. We don’t want to be part of that. It’snot in our
DNA.

The credit was one of numerous tax incentives that
originally expired on December 31, 2014. The
responsibility for the retroactive extension of these
provisions in 2015 lies with the 113" Congressin 2014,
which failed to address the expiring policies before the end
of the year. Instead, Congress waited to renew the policies
as part of the December 2015 “omnibus,” making them
retroactive to tax year 2015. The omnibus renewed these
tax incentives at least through 2016, which will prevent
another retroactive extension this coming December.

Brown deserves credit for his candor. Numerous bus nesses
routinely claim lucrative tax breaks for activitiesthey would
have happily done without atax break, such as research and
development, renewable energy investment, and investing in
underprivileged areas. These situations are sometimes
called tax “windfalls.” Industries rarely admit when these
expensive provisions are not actually having much influence
on their behavior, because Congress might respond by
eliminating the tax break. The various corporate tax
expenditures added up to $131 billion in 20158 but it is
unknown how much of this amount is actually influencing
business’ decisions, and how much is essentially a giveaway
for activities they would have done anyway.

The credit for CNG and other alternative fuels wasinitially
created by a 2005 transportation bill, but has lapsed and
been renewed three separate times since then. The
Consolidated Appropriations Act, 2016, signed into law in
December, renewed the credit for tax years 2015 and
2016.%
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Dear CNG Customers:

In December 2015, our genius federal
government voted to write a big check
to retailers who sold CNG in 2015,

Hey...we’re shaking our heads, too!

So far we have just one CNG station (with
others under construction), but it's a lot
of money, and we did nothing to earn it.
It belongs to the taxpayers.

Since it's not possible for us to give the
money back to every federal taxpayer,
we have decided to lower our CNG price

50¢ per gallon until all the money s
used up.

Thank you for your business!

Brown posted a sign on the CNG station ridiculing
Congress for the retroactive subsidy.

The CNG credit was not necessarily wasteful for all CNG
stations. Every time the credit expired in the pagt, it was
renewed well after the tax year was underway, and then
made retroactive to that year. Many CNG ownerslikely
expected the same to occur in 2015, and made their business
plans accordingly. For these businesses, the expectation

that the credit would be renewed may have influenced the
amount of CNG they sold, and the price for which they
offered it. When the payouts did occur, they would not
necessarily be considered “windfalls.”

Others, however, like Brown, made their 2015 planswith no
expectation of receiving a payout, since the credit was not
actually part of the tax code. The paymentsto these
businesses was a pure windfall to them, and a complete
waste to taxpayers, because it had no influence on their
business decisions. It isimpossible to know how many
CNG station ownersignored the potential 50-cent credit
when they made their business plans, but Brown's case
proves that some did.

There are over 900 publically-accessible CNG stationsin
the United States,% and over 35,000 million cubic feet




(MMcf) of natural gas was consumed for vehicle usein
2014.8" At 50 cents per GGE, total tax cuts and payouts for
natural gas sales likely exceeded $100 millionin 2015.%8 A
significant portion of this sum was likely wasted rewarding
sales that would have taken place regardless of tax policy.
Such waste occurs every year through the corporate tax
code, through both permanent and expiring tax incentives.

USDA Hands out Billions a Year to New Farmers and
Ranchers—hut After Three Decades, the Agency Still Does Not
Know What the Money is Accomplishing

The waste becomes particularly evident, however, when
Congress retroactively extends tax incentives and sends
unexpected payments to businesses like Brown's.

The best way to prevent this waste is to overhaul the
corporate tax code, eliminating as many special-interest tax
incentives as possible and lowering the standard corporate
tax rates for all businesses.

At least Sx different agencieswithin the U.S.
Department of Agriculture (USDA) provide

subsdiesto“beginning” farmersand
ranchers. Farmerswho haveoperated a
property for ten yearsor lesscan receive up
t0 90 per cent of the cost of conservation
projects, get federally-backed credit they
would not beableto obtain in theprivate
sector, and obtain grantsto asss with

production, training, mar keting, and financial management. In FY 2014 alone, the USDA
dedicated over $2.5 billion to beginning far mer s

Asfar back as 1982, however, the Gover nment Accountability Office (GAO) pointed out
that littlewas known about the effect this spending washaving® The USDA never fully
addressed the problem, continuing to dole out asssanceyear after year with no cdear idea
how successful the money wasin helping new farmer sget their farmsestablished. A USDA
Ingpector General (IG) report in 2015 conduded that “ USDA cannot ensurethat the $3.9
billion of beginning farmers assstancein FYs2012 and 2013 has achieved effectiveand

measur able outcomes.” %

A USDA advisory board flagged the same issuein 1999,
2004, and 2005. 1n 2007, GAO again cited USDA’slack of
performance measurements.? USDA promised reforms—
but never finished implementing them. The 2008 farm bill
even created a specia new office with a budget of over $1
million which, among other things, was intended to
coordinate efforts to measure outcomes for the beginning
farmers programs. USDA did not give the office the
authority necessary to fulfill its mission, however.

Although the Office of Advocacy and Outreach (OAQ) was
intended to coordinate USDA’ s various agencies, it had so
little control that the agencies began sending low-level
employees and even internsto OAO meetings rather than
officials with authority to make commitments. Fiveyears
after OAO opened, it had done little to advance its mission.
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The 2015 USDA |G report summed up the problem: USDA
had no way of knowing whether “three decades of
beginning farmers assistance has resulted in sustainable
farming operations.” USDA kept some data, but it was
often focused on outputs such as money spent, rather than
results achieved. The |G pressed the agency to commit to
firm deadlines to start measuring results, and the agency
agreed to do s0.%

In response to inquiries from the office of Congressman
Russell, agency officials stated the |G’ s recommendation
had been “closed,” presumably meaning the agency has
developed a plan to start measuring results. It now remains
be seen whether the agency will execute this plan, or
continue to spend billions with no clear ideawhat it is
accomplishing.




Past Spending Limits [$7,084]

The Chairman of the Federal Maritime Commission spent $3,100
for the commissioned artwork above.

Since 2009, federal officialsappointed
by the presdent have been prohibited
by law from spending mor e than $5,000
during thar tenureto “ furnish of
redecorate’ their office, unlessthey
notify Congressin advance. The
Federal Maritime Commisson (FMC),
however, a small agency that regulates
U.S. international ocean trangportation,
failed to adopt policiesdetailing the
expensesthat counted toward thelimit.

Asareault,an FM C Chairman who
served from 2009 to 2013 unwittingly
blew past thelimit, spending over
$12,000 redecor ating his office suite.

The Chairman’s spending included $3,100 for a painting commissoned to recognizethe
agency’ s50" anniver sary, morethan $1,700 for framesand matsfor other picturesand
paintings, $1,260 for special recessed lighting for theartwork, and over $6,000 for furniture
for the Chairman’s office, conferenceroom, and reception space® In total, theformer
Chairman exceeded the spending limit by mor e than $7,000.

In his response to the I G, the former Chairman explained
that when he took the position, the chairman’s office “had
been vacant for nearly 2.5 years, with virtually no furniture
or wall hangings, and needed a general update as it wasthe
primary point of contact between visitors and the FMC.”
He stated his understanding was the only items that counted

toward the limit were the commissioned painting, the frames

and mats, and a $1,000 chair he purchased for his desk.
The |G recommended FMC'’s budget office improve its
recordkeeping and communications related to the $5,000
limit in order to avoid future problems. The budget office
argued it was unclear how many of the expenses identified
by the 1G were legally subject to the limit, but concurred
with the recommendations.
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This expenditure is by far the smallest in Waste Watch No.
4. It isneverthelessimportant. Agency heads should lead
by example. The proper management of money directly
under the control of agency heads, such as personal office
funds, can send a positive signal to budget managers
throughout the agency to carefully steward the far larger
sums of money under their control. Agency |eaders,
members of Congress, and the President himself should all
take care to set a strong example for the federal workforce
by using taxpayer money under their control appropriately.




Appendix: Breakdown of $75 Billion Total

ArticleTitle Description of Amount Amount
USDA Helps Sell Appalachian Total value of the 41 Value-Added Producer $4,699,944
Moonshine Grants to wineries, digtilleries, and breweriesin
FY 2015.
Diplomacy, Expert-Level: State Total value of three grantsto ZERO1 from FY $800,000
Department-Funded Artists “Sell” Bags | 2013 — FY 2015.
of Air and Blank CDsin Mongolia
Solar-Powered Beer Total value of federal grant to Short’s Brewing $35,164
Company.
DOD Plansto Destroy Half a Million Approximate value of all material in the CAD $16,000,000,000
Tons of Ammunition and Explosives stockpile, if it is usable. The figure comes froman
internal March 2015 report provided by Joint
Munitions Command, U.S. Army, to Zina Merritt,
Government Accountability Office. This number
represents the total potential wasteif all of the
material is destroyed without knowing whether it is
usable.
USDA Subsidizes “Meat-Infused String | Total value of federal grant to Burnett Dairy $250,000
Cheese” Cooperative.
DOD is Cutting Back on Oversight of The amount by which the total cost projectionsfor | $41,300,000,000
$59.7 Billion Military Space Launch the EELV program has increased.
Program
Congress Preserves History—by Total value of actual National Heritage Areagrants | $71,334,393
Hanging onto a Relic of the Earmarking | from FY 2013 — FY 2015, plusthe total FY 2016
Era appropriation for the National Heritage Partnership
Program.
Rushed Schedules and Lowball Cost The amount by which the total cost projectionsfor | $13,700,000,000
Estimates Lead to Delays and Cost the SBIRS program has increased.
Escalation in $18.9 Billion Air Force
Surveillance Satellite Program
Oklahoma Gas Station Owner Receives | Minimum value of payment received by Mr. Jim $100,000
Surprise Six-Figure Windfall from Brown.
Federal Government
USDA Hands out Billionsa Y ear to The amount which the USDA spent on beginning $3,900,000,000
New Farmers and Ranchers—but After | farmersand ranchersin FY 2012 and 2013, but
Three Decades, the Agency Still Does could not show effective and measurable
Not Know What the Money is outcomes, according to the USDA IG.
Accomplishing
Office Upgrades for Head of Federal The amount by which the FM C chairman exceeded | $7,084
Shipping Regulator Sail Past Spending | the legal limit on personal office expenses.
Limits
Total $74,977,226,585
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