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The committee will come to order.


Today, we’ll be considering the nomination of Daniel Werfel to be Controller at the Office of Management and Budget’s Office of Federal Financial Management.

Mr. Werfel is no stranger to this committee or to the subcommittee that I chair, the Subcommittee on Federal Financial Management.  During his time as Deputy Controller and Acting Controller, my staff and I have worked closely with him and his team on a number of the most pressing financial management challenges facing the federal government.  

I’m pleased that the President has sent us such a qualified candidate for this position.  As I’m sure Mr. Werfel will point out in his opening statement, he has extensive experience within the Office of Federal Financial Management.  He has also taken the lead on a number of key issues, including some of the tough work related to the implementation of the American Recovery and Reinvestment Act. So he knows very well the tough work that lies ahead should he be confirmed.  I’ll touch on a few of them.

First, there is the issue of improper payments.  

An improper payment occurs when federal funds go to the wrong recipient, when a recipient receives the incorrect amount of funds, when funds are used in an improper manner, or when documentation is not available to explain why a payment was made in the first place.
In fiscal year 2008 – the most recent year for which data are available – agencies made an estimated $72 billion in improper payments, most of them overpayments.  The actual amount of improper payments made by federal agencies is actually probably much higher.  The $72 billion total reported does not even include any estimates from the Medicare Prescription Drug Program or several other high-risk programs at the Department of Homeland Security and elsewhere.

This is unacceptable.  The kind of waste and mismanagement represented by these improper payments estimates we see each year undermines taxpayers’ faith in government.  Unfortunately, despite the progress that has been made over the years in highlighting improper payments and reducing error rates in some instances, agencies continue to make avoidable mistakes and, as a result, waste billions of dollars that could have been put to better use.

I’m told that the Social Security Administration – an agency that actually makes relatively few improper payments – sent thousands of $250 checks to ineligible recipients after the enactment of the Recovery Act.  I’m certain that very little of that money will help us create jobs or get our economy going again.  

We need to get our arms around this problem.  We need to help agencies improve transparency in this area, to prevent mistakes before they happen, and also to more aggressively recover improper payments that are made. The Improper Payments Elimination and Recovery Act – legislation I introduced this summer with a number of my colleagues and which was reported out of committee in July – would help in all three of these areas.    I know that you are familiar with that bill, Mr. Werfel, and am pleased to hear from my staff that you plan to make improper payments a priority of yours if confirmed.

The second area I want to touch on is property management.  Not too long ago, it would’ve been hard for us to even know how many buildings or other structures federal agencies owned.  Tremendous progress has been made in recent years, however, to identify federal assets and learn more about their condition.  What we’ve learned is that there are a great number of assets – some 20,000, I’m told – that are actually classified as “excess.”  This means that we no longer need them but are still paying year in and year out to maintain and secure them.  In addition, tens of thousands more assets are underutilized, meaning we aren’t getting all we could get out of them.

This seems like a relatively easy problem to address but, unfortunately, the property disposal process laid out in current law is costly and takes a significant amount of time.  In addition, agencies looking to sell a piece of property are not even permitted to retain sale proceeds, even when preparing an asset for sale might be fairly costly.   

There is probably much that agencies can do now under the current rules to improve property management and offload assets they no longer need.  But I look forward to working with you if you’re confirmed, Mr. Werfel, to make the common-sense changes necessary to build on the progress that has been made to date in this area.

Finally, I’d like to touch on federal financial reporting.  

Each year, the major federal agencies issue audited financial statements.  These documents don’t usually receive much attention from the press or the public at large but those of us with responsibility for paying attention to them have noticed that they’ve improved in quality and timeliness over time, particularly in recent years.  You and your team at OMB deserve some credit for that, Mr. Werfel.  But one major challenge ahead of you if confirmed is getting an opinion on the federal government’s consolidated financial statements.  

Over the years, GAO has never been able to render on this statement.  This essentially means that our books are such a mess that GAO’s audit team just can’t make sense of them at all.  That is troubling from a transparency perspective.  And it also shows that we have a lot of work to do in our efforts to professionalize financial management in the federal government.  Any private sector company with annual financial statement audit results like the federal government’s would probably not be in business any longer.  

My thanks to you, Mr. Werfel for the work you’ve done in all of these areas over the years and for your willingness to continue that work.  
Mr. Werfel has filed responses to a biographical and financial questionnaire.  He has also answered pre-hearing questions submitted by the committee.  In addition, his financial statements have been reviewed by the Office of Government Ethics.  Without objection, this information will be made part of the hearing record.  The financial data, however, will remain on file and available for public inspection in the committee offices.
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