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STRENGTHENING THE NATION’S WATER IN-
FRASTRUCTURE: THE ARMY CORPS OF EN-
GINEERS’ PLANNING PRIORITIES

WEDNESDAY, MARCH 15, 2006

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON ENERGY AND RESOURCES,
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC.

The subcommittee met, pursuant to notice, at 3:02 p.m. in room
2203, Rayburn House Office Building, Hon. Darrell E. Issa (chair-
man of the subcommittee) presiding.

Present: Representatives Issa and Watson.

Staff present: Larry Brady, staff director; Lori Gavaghan, legisla-
tive clerk; Tom Alexander, counsel; Dave Solan, Ph.D., and Ray
Robbins, professional staff members; Richard Butcher, minority
professional staff member; and Jean Gosa, minority assistant clerk.

Mr. IssA. A working quorum under our rules being present, this
meeting is called to order.

Mr. Lamont, I'll begin by also saying I understand you have
someone else from the Corps of Engineers who would like to be
able to testify if areas outside of your expertise arise. They can
come forward and just be here the whole time. That’s fine.

Mr. LAMONT. Is it appropriate now?

Mr. IssA. It’s appropriate right now; that’s fine.

Mr. LAMONT. Claudia Tornblom is the Deputy for Management
and Budget in our Office of the Assistant Secretary.

Mr. IssA. Excellent. At these hearings, we try to have the great-
est amount of impact by having all of your staff available. I will
mention in advance before I get to it in the script that we will
swear in all who may testify and all who may assist you answering
questions so that either whether they speak directly or they whis-
per in your ear and you reiterate, it’s covered. We do that as a mat-
ter of committee policy in order to make it easier on you because
the last thing we want to have is you're speaking somebody else’s
words and then you’ve been sworn and they haven’t. So hopefully
it works for all of us.

The Army Corps of Engineers has a long and distinguished his-
tory of building and maintaining critical water resources and infra-
structure in the United States. As we have witnessed in Hurricane
Katrina, the Corps’ traditional missions of flood control and naviga-
tion are as important as ever. And I would like to take a moment
to personally thank the many Corps employees who have volun-
teered to work in the area devastated by Katrina. As I understand,
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a fairly significant, of the total transferrable work force is presently
working in the Gulf. Again I'd like to thank the Corps for their
service and their efforts.

The Nation’s existing infrastructure is the result of priority-set-
ting, decisions and projects constructed in the past. For decades to
come, infrastructure priorities that we set today and in the near fu-
ture will impact commerce, electricity generation, wetlands, and
most importantly, the safety of communities that depend on the
Corps for flood protection. It is imperative that we have the tools
and information to make the right choices.

But the Corps faces a number of significant challenges in carry-
ing out its mission. Funding for the Corps inevitably involves
tradeoffs between congressionally authorized projects. And, unfor-
tunately, critical maintenance of existing infrastructure is some-
times deferred because of other competing priorities.

Next, financial management is another area of concern. It has
become a common practice for the Corps to shift funds to meet the
needs of the moment, which suggests that priority-setting within
the Corps is either lacking or not sustainable. And as the rest of
the committee comes, I would like to take a moment to set a con-
text for that, for your statements to come.

I had the privilege of spending almost 2 years with the Corps of
Engineers on active duty and as an executive officer of an engineer-
ing company. On more than a few occasions somebody managed to
have enough construction sites that I had to have one bulldozer at
two sites at one time. It is a fairly low-level decision. It requires
that you put the bulldozer on a truck every day so that it is in both
sites at some point during the day. Four hours on both sites, no
problem. The problem is the 2-hours it takes to load the bulldozer,
get it over there and unload it was lost time.

Now that may be just a microcosm of what you are facing in the
Corps of Engineers but it is a perspective that I put on it, that if
we are asking you to have a bulldozer in two places at one time,
if that requires an inefficiency, it leads to a greater total cost for
those two projects and Congress needs to know that and Congress
needs to take action.

Third, the shortcomings in a cost/benefit analysis done by the
Corps have been well documented by the GAO, the National Acad-
emy of Sciences and the Army Inspector General. To its credit, the
Corps has moved aggressively to address these flaws and improve
its planning processes. The Corps has also taken steps to be more
cooperative and reorganize so that stove-piping no longer exists.

In conclusion, I must note that we are not here to revisit the
Water Resource Development Act, which passed the House by more
than 390 votes. We are not here to criticize the Corps or any part
of government for the purpose of making points in the press. We
are here today to find out primarily if the relationship between
Congress and the Corps has led to mixed messages, excess projects
and insufficient funds.



3

I certainly look forward to hearing from each of the witnesses.
I certainly want to hopefully set in motion in your minds the fact
that this Congressman recognizes that Congress is clearly part of
the problem in the Corps today and in the quantity of backlog,
some dating 25 years, that have never been fully funded.

[The prepared statement of Hon. Darrell E. Issa follows:]
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The Army Corps of Engineers has a long and distinguished history of building and maintaining
the critical water resources infrastructure of the United States. As we have witnessed with
Hurricane Katrina, the Corps’ traditional missions of flood control and navigation are more
important than ever. And, [ would like to take a moment to personally thank the many Corps
employees who have volunteered to work in the devastated areas of the Gulf following Katrina,
as well as those who have volunteered to work on projects in Iraq and Afghanistan. Thank you

for your service.

The nation’s existing water infrastructure is a result of the priority-setting, decisions, and
projects constructed in the past. For decades to come, infrastructure priorities that we set today
will impact commerce, electricity generation, wetlands—and most importantly—the safety of
communities that depend on the Corps for flood protection. It is imperative that we have the

tools and information to make the right choices.

But the Corps faces a number of significant challenges in carrying out its mission. Funding for
the Corps inevitably involves tradeoffs between congressionally authorized projects. And,
unfortunately, crucial maintenance on existing infrastructure is sometimes deferred because of

other competing priorities.
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Next, financial management is another area of concern. It has become common practice in the
Corps to shift funds to meet the needs of the moment, which suggests that priority-setting within

the Corps is lacking.

Third, shortcomings in cost/benefit analyses done by the Corps have been well-documented by
GAO, the National Academies of Science, and the Army Inspector-General. To its credit, the
Corps has moved aggressively to address these flaws and improve its planning processes. The
Corps has also taken steps to be more collaborative and reorganize so that “stove-piping” no

longer exists.

In conclusion, I must note that we are not here to revisit the Water Resources Development Act,

which passed the House by more than 390 votes.

The Subcommittee is meeting here today to examine the steps taken by the Corps to improve its
operations. We must ensure that the nation’s critical infrastructure needs are fulfilled. Because
the level of Corps’ funding is a persistent issue, it is all the more important that Corps’

operations are efficient and result in the most benefit for every dollar spent.

I look forward to hearing from our esteemed witnesses. Today we have:

s Mr. Douglas Lamont, Deputy Assistant Secretary of the Army for Project Planning;

* Ms. Anu Mittal, Director, Natural Resources and Environment team of the Government
Accountability Office;

s Mz, Steve Ellis, Vice President of Taxpayers for Common Sense; and

o Ms. Elizabeth Bimbaum, Vice President and General Counsel, American Rivers.
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Mr. IssA. Again I look forward to hearing from our esteemed
guests. Mr. Douglas Lamont, Deputy Assistant Secretary of the
Army for Project Planning. I thank you for being here. Thank the
Corps for making you available on relatively short notice. I realize
there are several people juggling their schedules to make this hap-
pen.

Ms. Anu Mittal, Director, Natural Resources and Environmental
Team of the Government Accountability Office. Thank you for
being here and again thank you for the work that the GAO has al-
ready done.

Mr. Steve Ellis, vice president of Taxpayers for Common Sense.
Thank you for being here. We live and die by our watchdog organi-
zations here and I do emphasize and die.

And Ms. Elizabeth Birnbaum, vice president and general counsel,
American Rivers.

Thank you all for being here. As I mentioned earlier, for all of
you and anyone who you are going to have assist you, I would ask
that you stand now and be sworn in.

[Witnesses sworn.]

Mr. IssA. I indicate that all said affirmative and the one gen-
tleman in the back, if you would also give the recorder your name
and spelling, that will help. And please have a seat.

The ranking member is on her way back. As you probably know,
we have the president of Liberia speaking before a joint session. I
ducked out early but for appropriate reasons, some of the Members
will be coming in afterwards. So the good news is you miss an
opening statement, although she may want to give it when she gets
in.

But Mr. Lamont, if you would begin.

Oh, and I will ask and I will clearly get unanimous consent that
all of your written testimony be placed in the record, which will
allow you to go off of your testimony and add or modify as you see
fit. In fairness to so many speakers, try to be about 5 minutes. If
it runs over a little bit, we certainly would be understanding.
Thank you.

STATEMENTS OF DOUGLAS W. LAMONT, DEPUTY ASSISTANT
SECRETARY OF THE ARMY FOR PROJECT PLANNING, AC-
COMPANIED BY CLAUDIA TORNBLOM, DEPUTY ASSISTANT
SECRETARY FOR MANAGEMENT AND BUDGET, AND THOMAS
WATERS, CHIEF, PLANNING AND POLICY; ANU MITTAL, DI-
RECTOR, NATURAL RESOURCES AND ENVIRONMENT, GOV-
ERNMENT ACCOUNTABILITY OFFICE; STEVE ELLIS, VICE
PRESIDENT, TAXPAYERS FOR COMMON SENSE; AND S. ELIZ-
ABETH BIRNBAUM, VICE PRESIDENT FOR GOVERNMENT AF-
FAIRS, AMERICAN RIVERS

STATEMENT OF DOUGLAS W. LAMONT

Mr. LAMONT. Thank you, Mr. Chairman and distinguished mem-
bers of the subcommittee. Thank you for the opportunity to testify
on strengthening the Nation’s infrastructure, U.S. Army Corps of
Engineers planning priorities.

The Corps of Engineers civil works program provides a frame-
work to develop reasoned environmental and engineering solutions
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to support the water resources needs of our Nation. Over the last
few years the Corps has implemented several initiatives to improve
its planning processes and maintain and strengthen its planning
expertise.

Mr. IssA. Is the green light lit?

Mr. LAMONT. Yes, sir, it is. Shall I move closer?

Mr. IssA. We may be able to adjust it but if you would move as
close as you can, I would appreciate it.

Mr. LAMONT. These initiatives include revisions to the planning
guidance, the planning models improvement program, peer review,
the establishment of planning centers of expertise, planner capabil-
ity development, and project priority-setting. I would like to briefly
describe each of these initiatives for you.

The Corps water resources planning is guided by the U.S. Water
Resources Council’s 1983 Economic and Environmental Principles
and Guidelines for Water and Related Land Resources Implemen-
tation Studies. The analyses required for individual project deci-
sions go well beyond the calculation of benefit and cost ratios. Sys-
tematic evaluation of projects of different scales and scopes is re-
quired so that tradeoffs among different mixes of project purposes
and alternative solutions can be identified.

Using the Principles and Guidelines as the basic analytical
framework, the Corps has developed its planning guidance in re-
sponse to evolving national priorities and congressional direction,
which include considerations such as greater emphasis on environ-
mental protection and restoration and greater collaboration among
project interests.

Recently the Corps has issued guidance to broaden the planning
considerations through collaborative watershed-based planning and
to more fully document alternative plans’ beneficial and adverse ef-
fects in the areas of national economic development, environmental
quality, regional economic development, and other social effects.
This approach would provide a basis for more comprehensive solu-
tions to complex water resource challenges.

The use of technical models is part of the science and engineer-
ing that form the foundation of our investment decision documents.
To ensure the quality and credibility of the Corps’ models, the
Corps has implemented a Planning Models Improvement Program.
This program enhances the planning capability of the Corps by re-
quiring the use of certified and defensible technical models in the
development of its decision documents. The use of the certified
models will improve the Corps’ ability to provide theoretically and
technically sound data for decisionmaking. The guidance and em-
phasis of this program should also, in the long term, result in sig-
nificant efficiencies in conducting planning studies.

Early last year the Corps adopted a peer review process as called
for in the Information Quality Act. Our peer review process closely
follows the Final Information Quality Bulletin for Peer Review
issued by the Office of Management and Budget in 2004. The pur-
pose of peer review is to ensure that the technical quality of Corps
documents is evaluated by a group of independent reviewers not in-
volved with the report production. Potential projects that are con-
troversial, precedent-setting or have significant national effects will
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also require external peer review by experts outside the Corps of
Engineers.

In addition, external peer review is added in most cases where
the risk and magnitude of a proposed project are such that a criti-
cal examination by a qualified person or a team outside the Corps
is necessary.

Further, the Corps has established a Civil Works Review Board
composed of Corps Senior Executive Service personnel and a dep-
uty commanding general for the Corps of Engineers to determine
if the planning recommendations of the Corps districts are ready
for formal State and agency review and circulation of a proposed
Report of the Chief of Engineers.

In August 2003 the Director of Civil Works designated six na-
tional Planning Centers of Expertise to enhance the Corps’ plan-
ning capability for inland navigation, deep draft navigation, eco-
system restoration, hurricane storm damage reduction, flood dam-
age reduction, and water management and reallocation. The cen-
ters have key roles in maintaining and strengthening planner core
competencies within the Corps, providing technical assistance, pro-
viding independent review, transferring the latest technology, and
sharing lessons learned and best practices throughout the Corps’
Planning Community of Practice.

With the increasing maturity and development of these centers,
the Corps can more widely leverage its resources regionally and na-
tionally. Fully functioning centers will provide leadership for the
Corps planning process nationwide, support the regional technical
specialists, provide for independent technical reviews, ensure cer-
tified models are used in decisionmaking documents, share lessons
learned, develop core training modules and oversee the implemen-
tation of new guidance.

The ability of an organization to work with not only the scientific
and engineering aspects of water resources but also the economic
and environmental components depends upon a multi-talented, ex-
perienced work force. One way the Corps is addressing the need for
experienced planners is through the Planning Associates Program
that is an advanced training opportunity for Corps water resource
planners at the journeyman level. The goals of this program are to
broaden the planners’ competencies in solving complex water re-
sources problems, to strengthen their leadership skills, and to re-
tain critical planner capability within the Corps of Engineers.

The Corps has also established an Advanced Degree Program in
Integrated Water Resources Planning and Management that has
been created in close partnership between the Universities Council
on Water Resources and the Corps of Engineers. It is designed to
provide the next generation of Corps water resources professionals
with a requisite skill set to address multi-objective planning and
management. Planners completing the program earn a masters de-
gree or doctorate from one of the participating accredited univer-
sities.

The Corps has played and continues to play a large role in the
development and management of the Nation’s water and related
land resources. The administration’s 2007 budget incorporates ob-
jective, performance-based metrics for the construction program,
funds the continued operation of commercial navigation and other
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water resource infrastructure, and supports the restoration of na-
tionally and regionally significant aquatic ecosystems, with empha-
sis on the Florida Everglades, the Upper Mississippi River, and the
coastal wetlands of Louisiana.

Mr. Chairman, the Corps of Engineers is committed to staying on
the leading edge of service to the Nation. I am confident that the
planning process improvements and performance-based budgeting
recently undertaken by the Corps have strengthened our ability to
be responsive to the Nation’s complex water resources needs. I will
be happy to answer any questions, sir.

[The prepared statement of Mr. Lamont follows:]
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COMPLETE STATEMENT
OF

MR. DOUGLAS LAMONT
DEPUTY ASSISTANT SECRETARY OF THE ARMY (CIVIL WORKS)
FOR PROJECT PLANNING AND REVIEW
BEFORE

THE SUBCOMMITTEE ON ENERGY AND RESOURCES
COMMITTEE ON GOVERNMENT REFORM
UNITED STATES HOUSE OF REPRESENTATIVES

ON

“STRENGTHENING THE NATION’S WATER INFRASTRUCTURE:
THE ARMY CORPS OF ENGINEERS’ PLANNING PRIORITIES”

MARCH 15, 2006

MR. CHAIRMAN AND DISTINGUISHED MEMBERS OF THE SUBCOMMITTTEE:

I am honored to be testifying before you on “Strengthening the Nation’s Water
Infrastructure: The U.S. Army Corps of Engineers Planning Priorities.” The Corps of
Engineers civil works program provides a framework to develop reasoned environmental
and engineering solutions to support the water resources needs of our Nation.

Over the last few years the Corps has implemented several initiatives to improve its
planning processes and maintain and strengthen its planning expertise. These initiatives
include revisions to the planning guidance, the planning models improvement program,
peer review, the establishment of planning centers of expertise, planner capability
development, as well as project priority setting and financial management. I would like
to briefly describe each of these initiatives for you.

PLANNING GUIDANCE

The Corps water resources planning process is guided by the U. S. Water Resources
Council’s 1983 Economic and Environmental Principles and Guidelines for Water and
Related Land Resources Implementation Studies. The analyses required for individual
project decisions go well beyond the calculation of benefit/cost ratios. Systematic
evaluation of projects of different scales, approaches, and scopes is required so that trade-
offs among different mixes of project purposes and alternative solutions can be identified.
Decision-makers, including Congress, can then evaluate the relative merits of different
plans in light of prevailing economic and environmental values. This structured planning
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process is equally applicable to project planning regardless of whether project benefits
are economic or environmental.

Using the Principles and Guidelines as the basic analytical framework, the Corps has
developed its planning guidance in response to evolving national priorities and
Congressional direction, which include considerations such as greater emphasis on
environmental protection and restoration and greater collaboration among project
interests. The Corps has also been a pioneer in applying its techniques of cost
effectiveness and incremental analysis to ecosystem restoration plans and multipurpose
plans that provide a mix of economic and ecological outputs. Recently, the Corps issued
guidance to broaden planning considerations through collaborative watershed planning,
and to more fully document alternative plans’ beneficial and adverse effects in the areas
of national economic development, environmental quality, regional economic
development and other social effects. This approach will provide a basis for more
comprehensive solutions to complex water resource challenges.

While the planning process identified in the Principles and Guidelines dates from 1983,
Congress identified the environmental mission for the Corps in the Water Resources
Development Act of 1990. Since this legislation, the Corps has developed additional
engineering and environmental expertise in the engineering, design, and construction of
ecosystem restoration projects. The Corps’ Environmental Operating Principles
communicates its commitment to meeting water resources needs in an environmentally
sustainable manner.

PLANNING MODELS IMPROVEMENT PROGRAM

The use of technical models is part of the science and engineering that form the
foundation of our investment decision documents. To ensure the quality and credibility
of the Corps’ models, the Corps implemented a Planning Models Improvement Program
(PMIP). The PMIP enhances the planning capability of the Corps by requiring the use of
certified and defensible technical models in the development of its decision documents.
Recent planning guidance issued in May 2005 prescribes the corporate business process
and policy for the development, certification through expert peer review, training, and
on-going support of planning models. With the continued emphasis on the PMIP by our
six Planning Centers of Expertise, which I will discuss further below, Corps planners will
have a toolbox of certified planning models. The use of the certified models will improve
our ability to provide theoretically and technically sound data for decision-making. The
guidance and emphasis of the PMIP should also, in the long term, result in significant
efficiencies in conducting planning studies.

PEER REVIEW
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Early last year the Corps adopted a peer review process as called for in the Information
Quality Act. Our peer review process closely follows the Final Information Quality
Bulletin for Peer Review issued by the Office of Management and Budget in 2004. The
purpose of peer review is to ensure that the technical quality of Corps reports is evaluated
by a group of independent reviewers not involved with the report production. Most
planning reports will have an independent technical review by the appropriate Planning
Centers of Expertise, outside of the district producing the report. Potential projects that
are controversial, precedent setting, or that have significant national effects will also
require an external peer review by experts from outside the Corps. This new peer review
process applies to the review of “scientific information,” “influential scientific
information,” “scientific assessment,” and “highly influential scientific assessment” as
defined in the Office of Management and Budget’s Final Information Quality Bulletin for
Peer Review. This includes factual inputs, data, the use of models, analyses,
assumptions, and other scientific and engineering matters that inform decision-making.
Within the Corps, this typically includes but is not limited to: economic and
environmental assumptions and projections, evaluation data, economic analyses,
environmental analyses, engineering analyses (including hydrology and hydraulics,
geotechnical, structural, etc.), methods for integrating risk and uncertainty and for
conducting trade-offs, and the use of models in the evaluation of engineering, economic
and environmental effects. In addition, external peer review is added in those special
cases where the risk and magnitude of a proposed project are such that a critical
examination by a qualified person or team outside of the Corps is necessary.

Corps guidance emphasizes integrating peer review (including external peer review)
during the planning process where possible, rather than waiting until the end of the study.
As an example, the Chief of Engineers is having the American Society of Civil Engineers
(ASCE) provide external peer review of the Corps’ Interagency Performance Evaluation
Task Force evaluation of the levee breaches in New Orleans. In addition, the Assistant
Secretary of the Army for Civil Works is having the National Academies of Science
provide independent review of both the Corps and ASCE reports.

The peer review process also has significant built-in accountability and public
involvement. The Corps requires that all significant planning studies provide for the
posting of peer review plans to a central web site where the public and interested parties
may review and comment on the proposed reviews. In addition, the Governor of a State
or the head of a natural resources agency may request a mandatory external peer review
of scientific information used to inform project decisions affecting them. These features
improve our ability to identify areas of significant controversy or risk that warrant
external review of a project study, and also provide the opportunity for stakeholders to
influence peer review decisions. Additionally, the Corps recently established an internal
review process headed by the Civil Works Review Board (CWRB). All significant
proposed Civil Works water resources projects will be presented to the CWRB, which is
composed of Corps Senior Executive Service personnel and the Deputy Commanding
General. The purpose of the CWRB is to determine if the planning recommendations
from the Corps district are ready for formal State and Agency review of a proposed
Report of the Chief of Engineers.
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PLANNING CENTERS OF EXPERTISE

In August 2003, the Director of Civil Works designated six national Planning Centers of
Expertise (PCX) to enhance the Corps’ planning capability for inland navigation, deep
draft navigation, ecosystem restoration, storm damage reduction, flood damage reduction,
and water management and reallocation. The Centers have key roles in maintaining and
strengthening planner core competencies, providing technical assistance, providing
independent review, transferring the latest technology, and sharing lessons learned and
best practices throughout the Corps’ Planning Community of Practice. Efforts to more
fully develop the Centers are consistent with the Section 936 (WRDA 1986) directive to
implement measures to improve planning capabilities, the Section 216 (WRDA 2000)
suggestions for focusing and increasing centralization of planning expertise, and the
various Corps reform initiatives for increasing product quality and corporate
accountability. With the increasing maturity and development of the Centers, the Corps
can more widely leverage its resources regionally and nationally. Fully functioning
Centers will provide leadership for the Corps planning process nationwide, support the
regional technical specialists, provide for independent technical reviews, ensure certified
models are used in decision making documents, share lessons leamned, develop core
training modules, and oversee the implementation of new guidance. The Planning
Centers of Expertise are part of the Corps’ commitment to improve the quality and
effectiveness of water resources planning as outlined in its national initiative known as
the Planning Excellence Program.

PLANNER CAPABILITY DEVELOPMENT

The ability of an organization to work with not only the scientific / engineering aspects of
water resources but also the economic and environmental components depends upon a
multi-talented, experienced workforce. One way the Corps is addressing the need for
experienced planners is through the Planning Associates (PA) Program that is an
advanced training opportunity for Corps’ water resource planners at the journeyman
level. The goals of the PA program are to broaden the planner’s competencies in solving
complex water resources problems, to strengthen their leadership skills, and to retain
critical planner capability within the Corps. The Corps has also established an Advanced
Degree Program in Integrated Water Resources Planning & Management that has been
created in close partnership between the Universities Council on Water Resources and
USACE. It is designed to provide the next generation of Corps water resources
professionals with a requisite skill set to address multi-objective planning and
management. Planners completing the program earn a Masters Degree or Doctorate from
one of the participating accredited universities.

PROJECT PRIORITY SETTING AND FINANCIAL MANAGEMENT
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The Corps has played, and continues to play, a large role in the development and
management of the nation's water and related land resources. The Administration’s FY07
budget for the Corps incorporates objective performance-based metrics for the
construction program, funds the continued operation of commercial navigation and other
water resource infrastructure, and supports restoration of nationally and regionally
significant aquatic ecosystems, with emphasis on the Florida Everglades, the Upper
Mississippi River, and the coastal wetlands of Louisiana.

The budget proposes that the Administration and Congress use objective performance
criteria to establish priorities among projects including potential new starts, and through a
change in Corps contracting practices to increase control over future contract obligations.
The criteria proposed include the ratio of remaining benefits to remaining costs for
projects with economic outputs; the extent to which the project cost-effectively
contributes to the restoration of a nationally or regionally significant aquatic ecosystem
that has become degraded as a result of a Civil Works project or to an aquatic ecosystem
restoration effort for which the Corps is otherwise uniquely well-suited; and giving
priority to dam safety assurance, seepage control, static instability correction, and
projects that address significant risk to human safety. With the exception of up to 10
percent of the available funds that could be allocated to any project under construction
regardless of performance, resources are allocated based on Cops estimates to achieve the
highest net economic and environmental returns and address significant risk to human
safety. Over time, this performance-based approach to developing the Corps construction
budget would significantly improve the benefits to the Nation from the Civil Works
construction program.

We believe that focusing our effort to fund and complete a smaller, more beneficial set of
projects will improve overall program performance and bring higher net benefits per
dollar to the Nation sooner. That is why the budget proposes only one new, high priority
construction start and accelerates completion of the highest-return projects.

The budget also supports performance-based budgeting for the operation and
maintenance program by funding ongoing efforts to develop better risk-based facility
condition indices and asset management systems. These analytical tools will improve our
ability in the future to develop long-term asset management strategies and establish
priorities for the operation, maintenance and management of Civil Works assets. Our
goal is to begin using these improved analytical tools within two years.

The focus on Civil Works performance has a number of foundations. First, the Civil
Works Strategic Plan, which was updated in 2004, provides goals, objectives, and
performance measures that are specific to program areas as well as some that are
crosscutting, Second, program areas are assessed using the Program Assessment Rating
Tool (PART). A PART review helps identify a program’s strengths and weaknesses to
inform funding and management decisions aimed at making the program more effective.
The PART therefore looks at all factors that affect and reflect program performance
including program purpose and design; performance measurement, evaluations, and
strategic planning; program management; and program results. Because the PART
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includes 2 consistent series of analytical questions, it allows programs to show
improvements over time, and allows comparisons between similar programs. Both the
Civil Works Strategic Plan and the PART-based program evaluations are works-in-
progress and will continue to be updated.

Budget decisions link to performance in two ways. First, we evaluate alternative funding
levels in terms of their outputs and outcomes, as measured by the program area metrics.
Second, we use these metrics to rank work within each account and within each program
area and to decide how to allocate resources among the accounts and program areas.

CONCLUSION

Mr. Chairman, the Corps of Engineers is committed to staying at the leading edge of
service to the Nation. The Corps is using its planning capability to work collaboratively
with other Federal and State agencies to develop water resource solutions. I am confident
that the planning process improvements and performance based budgeting recently
undertaken by the Corps of Engineers have strengthened our ability to be responsive to
the Nation’s complex water resources needs using an open, collaborative, integrated
approach.

The Office of the Assistant Secretary of the Army (Civil Works) is also committed
through our oversight responsibilities for the Corps of Engineers Civil Works Program to
improving the water resources planning process and the overall performance of the Civil
Works program.

My office, Project Planning and Review, works independently of, but in close
coordination with, the Corps of Engineers. We review the reports of the Chief of
Engineers and coordinate with the Office of Management and Budget to determine the
Administration’s position on support for authorization and budgeting.

Thank you again for the opportunity to testify today. I will be happy to answer any
questions.
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Mr. IssA. Thank you. Ms. Mittal.

STATEMENT OF ANU MITTAL

Ms. MITTAL. Mr. Chairman, we are pleased to be here today to
discuss the Corps of Engineers’ civil works planning and project
management processes. My testimony today is based on five reports
issued by GAO over the last 4 years and focuses on two specific as-
pects of the civil works program. First I will cover shortcomings
that we have identified and the economic analyses used by the
Corps to support its planning decisions on specific civil works
projects. And second, I will cover the Corps’ lack of an effective fi-
nancial planning and priority-setting process for managing its civil
works appropriations.

As you know, before undertaking a civil works project, the Corps
generally completes a two-phased planning study. This two-phased
process helps inform congressional decisionmakers about whether
or not to authorize a civil works project and helps determine if Fed-
eral investment is warranted. As part of this process, the Corps
analyzes and documents whether the costs of constructing the
project are outweighed by the benefits provided by the project.

Consequently, the accuracy and reliability of the Corps’ cost/ben-
efit analysis is critical to ensuring that only the most beneficial
projects are proposed to decisionmakers. However, our reviews of
individual civil works projects and activities have found that the
results of the Corps’ analysis are often questionable and are inad-
equate to support this kind of strategic decisionmaking.

Specifically, when we reviewed the Corps’ cost/benefit analyses
for four different projects and activities, we found that they were
fraught with errors, mistakes and miscalculations. These analyses
often used invalid assumptions and outdated data to arrive at their
conclusions. In each of our reviews we found that the Corps’ analy-
ses typically understated the cost of a project and overstated its
benefits. For example, when we have tried to recalculate the bene-
fits of some of these projects we have only been able to find credible
support for about a fraction of the benefits claimed by the Corps.

More troubling is the fact that these analyses went through a
three-tiered Corps internal review process but none of these re-
views detected any of the problems that we uncovered. This raises
serious questions in our minds about the adequacy of the Corps’ in-
ternal reviews.

In response to our report, usually at the direction of the Con-
gress, the Corps has addressed or is in the process of addressing
the specific issues identified relating to these individual projects.
However, we remain concerned about the extent to which these
problems are systemic in nature and therefore may be prevalent
throughout the rest of the Corps’ civil works portfolio. Effectively
addressing these issues may require a more global and comprehen-
sive revamping of the Corps’ project planning processes rather than
a piecemeal approach.

We also undertook a review last year on how the Corps manages
its appropriations for the civil works program. We found that the
Corps did not have an effective financial planning and manage-
ment system for these accounts. As a result, the Corps could not
identify the highest priority projects across hundreds of authorized
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projects and allocate appropriated funds to them in an efficient
manner. To manage its appropriated funds, we found that the
Corps relied on a just-in-time reprogramming approach and moved
funds among projects as needed.

The benefit of this just-in-time approach was that it provided
funds rapidly to projects that had unexpected needs. However, this
approach also resulted in many unnecessary and uncoordinated
movements of funds among projects. We found that over a 2-year
period the Corps moved over $2.1 billion by conducting over 7,000
reprogramming actions and many of these actions were conducted
for reasons that were inconsistent with the Corps’ own guidance.

In response to the findings in our report, the Congress has di-
rected the Corps to revise its procedures for managing its civil
works appropriations starting in fiscal year 2006. The Corps has
been directed to reduce its reliance on reprogramming actions and
institute a more rational financial discipline for the civil works ap-
propriations accounts.

In closing, Mr. Chairman, the recurring themes in our reviews of
individual Corps projects indicate that the Corps’ track record for
providing reliable information to assess the merits of undertaking
certain civil works projects and managing its appropriations for
this program is spotty, at best. This is of particular concern in a
time when decisionmakers have to determine how to best provide
increasingly scarce Federal resources to hundreds of competing
civil works needs across the country.

This concludes my prepared statement. I would be happy to an-
swer any questions.

[The prepared statement of Ms. Mittal follows:]
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CORPS OF ENGINEERS

Observations on Planning and Project
Management Processes for the Civil
Works Program

What GAO Found

GAO’s recent reviews of four Corps civil works projects and actions found
that the planning studies conducted by the Corps to support these activities
were franght with errors, mistakes, and miscalculations, and used invalid
assumptions and outdated data. Generally, GAO found that the Corps'
studies understated costs and overstated benefits, and therefore did not
provide a reasonable basis for decision-making. For example:

+ For the Delaware Deepening Project, GAO found credible support
for only about $13.3 million a year in project benefits compared with
the $40.1 million a year claimed in the Corps’ analysis.

¢ For the Oregon Inlet Jetty Project, GAO's analysis determined that if
the Corps had incorporated more current data into its analysis,
benefits would have been reduced by about 90 percent.

o Similarly, for the Sacramento Flood Control Project, GAO
determined that the Corps overstated the number of properties
protected by about 20 percent and used an inappropriate
methodology to calculate the value of these protected properties.

In addition, the Corps’ three-tiered internal review process did not detect the
probleras GAO uncovered during its reviews of these analyses, raising
concerns about the adequacy of the Corps’ internal reviews. The agency
agreed with GAO's findings in each of the four reviews. For three projects
the Corps has completed a reanalysis to cotrect errors or is in the process of
doing so; it decided not to proceed with the fourth project.

GAOQ’s review of how the Corps manages its appropriations for the civil
works program found that instead of an effective and fiscally prudent
financial planning, management, and priority-setting syster, the Corps relies
on reprogramming funds as needed. While this just-in-time reprogramming
approach can provide funds rapidly to projects that have unexpected needs,
it has also resulted in many unnecessary and uncoordinated movements of
funds, sometimes for reasons that were inconsistent with the Corps’ own
guidance. Because reprogramming has become the normal way of doing
business at the Corps, it has increased the Corps’ administrative burden for
processing and tracking such a large ber of fund mo For
example, in fiscal years 2003 through 2004 the Corps moved over $2.1 billion
through over 7,000 reprogr ing actions. Inr t0 GAO's findings,
the Congress directed the Corps to revise its procedures for managing its
civil works appropriations, starting in fiscal year 2006, to reduce the number
of reprogramming actions and institute more rational financial discipline for
the program.

United States A
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Mr. Chairman and Members of the Subcommittee:

We are pleased to be here today to discuss the U.S. Army Corps of
Engineers’ (Corps) civil works planning and project management
processes. My testimony is based on five reports issued by GAO over the
last 4 years;' it focuses on the economic, or cost benefit, analyses used to
support decisions on specific civil works projects and actions and the
Corps lack of effective planning and project management processes for its
civil works appropriations. As you know, the Corps is the federal agency
responsible for designing, constructing, operating, and maintaining
thousands of civil works projects across the United States. These projects
historically involved navigation and flood control activities but have more
recently been expanded to include ecosystem restoration efforts. The
Corps follows a two-phase study process to help inform congressional
decision makers about civil works projects and determine if they warrant
federal investment. As part of the process of deciding to proceed witha
project, the Corps analyzes and documents that the costs of constructing a
project are outweighed by the benefits provided by the project. Although
there has been an overall decline in federal funding for water resource
development projects during the last three decades, over $5 billion was
appropriated for the Corps’ civil works program in both fiscal years 2005
and 2006.

In summary we found that

the cost and benefit analyses performed by the Corps to support decisions
on Civil Works projects or actions were generally inadequate to provide a
reasonable basis for deciding whether to proceed with the project or
action, and

the Corps’ practice of conducting thousands of reprogrammings resulted
in movements of project funds that were not necessary and that reflected

'GAO, Del: River Deepening Project: Comprehensive Re is Needed, GAO-02-604
{Washington, D.C.: June 7, 2002); GAO, Oregon Inlet Jetty Project: Environmental and
Economic Concerns Still Need to Be Resolved GAO~02-803 (Washington, D.C.: Sept. 30,

2002);, GAQ, Corps of Engii lysis of Costs and B Needed for
Saaamento Hoad Protection iject, GAO-04-30 (Washington, D.C.: Oct. 27, 2003); GAO,
Corps of En, Effects of Restrictions on Corps’ Hopper Dredges Should Be

Comprehensively Analyzed, GAO-03-382 (Washington, D.C.: Mar. 31, 2003); and GAO Army
Corps of Engineers: Improved Planning and Financial Management Should Replace
Reliance on Reprograrnming Actions to Manage Funds, GAO-05-946 (Washington, D.C.:
Sept. 16, 2005)

Page 1 GAOQ-06-529T
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poor planning and an absence of Corps-wide priorities for its Civil Works
portfolio.

Background

The Corps’ Civil Works program is responsible for investigating,
developing, and maintaining the nation’s water and related environmental
resources. In addition, the Civil Works program provides disaster response
as well as engineering and technical services. The Corps’ headquarters is
located in Washington, D.C., with eight regional divisions and 38 districts
that carry out its domestic civil works responsibilities. '

Each year, the Corps’ Civil Works program receives funding through the
Energy and Water Development Appropriations Act. The act normally
specifies a total sum for several different appropriation accounts,
including investigations, construction, and operation and maintenance, to
fund projects related to the nation's water resources. The funds
appropriated to the Corps are “no year” funds, which means that they
remain available to the Corps until spent. The conference report
accompanying the Energy and Water Development Appropriations Act
specifically lists individual investigations, construction, and operation and
maintenance projects and the amount of funds designated for each
project. In effect, the conference report provides the Corps with its
priorities for accomplishing its water resource projects,

Corps’ Process for
Developing Water
Resource Projects

In general, the Corps becomes involved in water resource projects when a
local community perceives a need and contacts the Corps for assistance. If
the Corps does not have the statutory authority required for the project,
the Congress must provide authorization. After receiving authorization,
generally through a committee resolution or legislation and an
appropriation, a Corps district office conducts a preliminary study on how
the problem could be addressed and whether further study is warranted.

When further study is warranted, the Corps typically seeks agreement
from the local sponsor to share costs for a feasibility study. The Congress
may appropriate funds for the feasibility study, which includes an
economic analysis that examines the costs and benefits of the project or
action. The local Corps district office conducts the feasibility study that is
subject to review by the Corps’ division and headquarters offices. The
feasibility study makes recommendations on whether the project is worth
pursuing and how the problem should be addressed. The Corps also
conducts needed environmental studies and obtains public comment on
them. After those are considered, the Chief of Engineers transmits the

Page 2 GAO-06-529T
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final feasibility and environmental studies to the Congress through the
Assistant Secretary of the Army for Civil Works and the Office of
Management and Budget. The Congress may authorize the project’s
construction in 2 Water Resources Development Act or other legislation.
Once the project has been authorized and after the Congress appropriates
funds, construction can begin. Figure 1 shows the major steps in
developing a civil works project.

Page 3 GAD-08-529T
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Figure 1: Major Steps in Developing a Civil Works Project

Step t: Local perception of water resources

problem

'

. Corps has, or obtains,
;&;;::Is contact Corps District Office for study authority and
funding from Congress

Step 2:

Step 3:

Reconnaissance Phase {12-18 months):
® Defines identifies potential
solutions

Step 4: *

Feasibility Phase (2-3 years):

» Federal and local sponsors agree on
study cost-sharing

® Further evaluation of alternative
solutions

* Federal and local officlals review
Feasibility Report and i
impact Study

Cengress authorizes
project and
appropriates funds

Step & Project Implementation

* Preconstruction Engineering and
Design Phase (2 years)
+ Corps and non-Federal sponsors agree
on project implementation & cost-
B ——tat
sharing
* Construction Phase (varies by project}
« Construction is generally managed
by the Corps, but done by private
contractors

Operation & Maintenance Phase (as

long as project remains authorized)

» Typically done by non-Federal
Sponsors

Step 6:

Source: GAO presentation of Corps data.

Reprogramming Authority  Reprogramming is the shifting of funds from one project or program to
- another within an appropriation or fund account for purposes other than
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those contemplated at the time of appropriation. A reprogramming
transaction changes the amount of funds provided to at least two projects—
the donor project and the recipient project. However, more than two
projects are often involved in a single reprogramming action. For example,
in an effort to make effective use of available funding, the Corps may move
funds from a construction project that has slipped due to inclement
weather and reprogram the funds to one or more construction projects
that are ahead of schedule or experiencing cost overruns.

The authority to reprogram funds is implicit in an agency’s responsibility
to manage its funds; no specific additional statutory authority is necessary.
‘While there are no government-wide reprogramming guidelines, the
Congress exercises control over an agency's spending flexibility by
providing guidelines, or non-statutory instructions, on reprogramming in a
variety of ways. For example, some reprogramming and reporting
guidelines have evolved from informal agreements between various
agencies and their congressional oversight committees. )

The Corps’ Cost and
Benefit Analyses Were
Inadequate to Support
Decision-Making

Our review of four Civil Works projects or actions found that the cost and
benefit analyses the Corps used to support these actions were fraught with
errors, mistakes, and miscalculations, and used invalid assumptions and
outdated data. The Corps’ analyses often understated costs and overstated
benefits. As such, we concluded that they did not provide a reasonable
basis for decision-making, In two instances, we also found that the Corps’
three-tiered review process, consisting of district, division, and
headquarter reviews, did not detect the problems we uncovered. These
instances raised concerns about the adequacy of the Corps’ internal
reviews.

Delaware River Deepening
Project

Qur review of the Corps’ cost and benefit analysis of the Delaware River
channel-deepening project found that it contained a number of material
errors. For example, the Corps misapplied commodity rate projections,
miscalculated trade route distances, and included benefits for some import
and export traffic that had seriously declined over the last decade. Asa
result, the Corps’ estimate of project benefits was substantially overstated.
We found that project benefits for which there was credible support were
about $13.3 million a year compared with the $40.1 million a year claimed
by the Corps’ 1998 report. Specifically, we found that the Corps
significantly overestimated the growth in oil import traffic for 1992
through 2005 because it used an incorrect commodity growth rate for part
of the period. Use of this rate resulted in the Corps overestimating benefits

Page§s GAO-06-529T
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by about $4.4 million. Additionally, the Corps’ estimate contained a
computer error that overestimated this same benefit by another $4.7
nillion. Finally, the Corps’ project benefits attributed to the import and
export of commodities such as scrap metal, iron ore, and coal were
overstated by about $2.7 million.

Conversely, the Corps’ cost estimate for the project contained a number of
positive and negative errors that in aggregate would have reduced project
costs slightly but not enough to make up for the significant decrease in
project benefits.

We found that the Corps’ three-tiered quality control process of the Corps,
consisting of district, division, and headquarters offices, was ineffective in
detecting or correcting the significant miscalculations, invalid
assumnptions, and outdated information in the cost and benefit analysis
that our review revealed,

In response to our report, the Corps conducted a reanalysis of the project
with updated, more complete information. This reanalysis asserted that
the project could be built for $56 million less than the Corps had
previously estimated. As we recommended, the Corps also had its
reanalysis reviewed by an external party.

Oregon Inlet Jetty Project

Our review of the Oregon Inlet Jetty project found that the Corps’ most
recent cost benefit analysis of the project, issued in 2001, had several
limitations, and as a result did not provide a reliable basis for deciding
whether to proceed with the project. The Corps’ analysis did not consider
all alternatives to the project, used outdated data to estimate benefits to
fishing trawlers, did not account for the effects on smailer fishing vessels,
and used some incorrect and outdated data to estimate damage and losses
to fishing vessels, For example, the Corps did not evaluate alternatives to
the jetty project and 20-foot deep channel that it proposed, although many
vessels that currently use the inlet could have benefited from a shallower
and less costly channel-deepening project. Further, the Corps used
outdated data to estimate benefits of the project to larger (75-foot long)
fishing trawlers that resulted in a significant overestimate of benefits.

We determined that if the Corps had incorporated more current data on
the actual number of trawlers that used the inlet in its analysis, benefits
would have been reduced by about 90 percent, from over $2 million
annually to less than $300,000. Conversely, the Corps did not estimate the
benefit to the smaller fishing vessels that use the inlet. However, since

Page 6 GAO-06-529T
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these vessels could have a shallower draft than the large vessels they
might not have benefited from the deeper channel and jetty that was
proposed to benefit larger vessels. Additionally, the Corps miscalculated
benefits due to a reduction in the damages that would occur to trawlers
because of accidents that occur due to the conditions in the inlet. The
Corps overestimated these benefits because it assumed, based on
anecdotal evidence, that all of the 56 commercial fishing vessels regularly
using the inlet would be damaged during the year and would incur about
$7,000 each in damages. Our review of Coast Guard data showed that only
about 10 commercial fishing vessels actually reported damages during the
time frame the Corps considered, these damages averaged about $1,700
per year. Because of the concerns raised by our report, the Corps, the
Council on Environmental Quality, and the Departments of Interior and
Commerce mutually agreed not to proceed with this project.

Sacramento Flood
Protection Project

QOur review of the Corps' Common Features project, which is intended to
provide flood protection to the Sacramento area, found that the Corps did
not fully analyze likely cost increases or report them to the Congress in a
timely manner. The Corps also incorrectly calculated project benefits
because it overstated the number of properties protected by about 20
percent and used an inappropriate methodology to calculate the value of
protected properties.

After a 1997 storm demonstrated vulnerabilities in the project, the Corps
substantially changed the design of the project but did not analyze likely
cost increases. Some of the design changes led to substantial cost
increases. For example, in some areas the Corps tripled the depth from
almost 20 to almost 60 feet of cutoff walls designed to prevent seepage
beneath the levees, The Corps also decided to close gaps in the cutoff
walls in areas where bridges or other factors caused gaps. These changes
added $24 million and $52 million, respectively, to a project that was
originally, in 1996, estimated to cost $44 million. By the time the Corps
reported these cost increases to the Congress in 2002, it had already spent
or planned to spend more than double its original estimated cost of the
project.

The Corps also made mistakes in estimating the benefits from this project
because in 1996 it incorrectly counted the number of properties protected
by the project by almost 20 percent and incorrectly valued these protected
properties. Although the Corps updated its benefit estimate in 2002 to
reflect new levee improvements authorized in 1999, we found that even
this reanalysis contained mistakes in estimating the number of properties

Page 7 ) GAOD6-520T
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that would be protected and therefore continued to estimate higher
benefits from the project than would be warranted.

As with the Delaware River Deepening study, we found that all three
organizational review levels within the Corps reviewed and approved the
benefit analyses for this project, but these reviews did not identify the
mistakes that we found.

The Corps concurred with our report’s recommendations and is working
on a General Reevaluation Report for the uncompleted portions of the
project that is due in the spring of 2007.

Restrictions on the Corps’
Hopper Dredges

In a 2000 report to the Congress, the Corps recommended that one of its
dredges remain in a reserve status and that another be added to that
status. However, we found that the Corps could not provide support for
these conclusions and that its cost and benefit analyses supporting these
conclusions had analytical shortcomings.
