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THE DEPARTMENT AT A GLANCE

STRATEGIC THEMES

HISTORY AND ENABLING LEGISLATION

The Department of Commerce was originally established by
Congressional Act on February 14, 1903 as the Department
of Commerce and Labor (32 Stat. 826; 5 U.S.C. 591) and was
subsequently renamed the U.S. Department of Commerce by
President William H. Taft on March 4, 1913 (15 U.S.C. 1512).
The defined role of the new Department was “to foster, promote,
and develop the foreign and domestic commerce, the mining,
manufacturing, and fishery industries of the United States.”

MISSION

The Department of Commerce creates the conditions for
economic growth and opportunity by promoting innovation,
entrepreneurship, competitiveness, and stewardship.

Program Bureaus

m Economic Development Administration (EDA)

m Economics and Statistics Administration (ESA)

e Bureau of Economic Analysis (BEA)

e (Census Bureau

International Trade Administration (ITA)

Bureau of Industry and Security (BIS)

Minority Business Development Agency (MBDA)

U.S. Patent and Trademark Office (USPTO)

National Institute of Standards and Technology (NIST)

e National Technical Information Service (NTIS)

m National Telecommunications and Information
Administration (NTIA)

m National Oceanic and Atmospheric Administration
(NOAA)

FY 2012

PERFORMANCE

PROGRAMMATIC THEMES

m Economic Growth
m Science and Information

m Environmental Stewardship

MANAGEMENT THEMES

m Customer Service
m Organizational Excellence
m Workforce Excellence

LOCATION

The Department is headquartered in Washington, D.C., at the
Herbert Clark Hoover Building, which is located on eight acres
of land covering three city blocks. The Department also has field
offices in all states and territories and maintains offices in more
than 86 countries worldwide.

EMPLOYEES

As of September 30, 2012, the Department had approximately
45,000 employees.

FINANCIAL RESOURCES

The Department's FY 2011 and FY 2012 budgets were
approximately $9.1 billion and $8.0 billion respectively (budget
authority).

INTERNET
The Department's Internet address is www.commerce.gov.
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STATEMENT FROM THE SECRETARY

am pleased to present the Department of Commerce's fiscal year (FY)

2012 Performance Accountability Report (PAR). The PAR highlights

the Department's accomplishments and the challenges we faced in
FY 2012, as well as provides information on our financial management and
performance. The Department helps make U.S. businesses more innovative
for economic growth and opportunity. Every day, the Department promotes
innovation, entrepreneurship, competitiveness, and stewardship informed
by world-class scientific research and information. The Department achieves
its mission through its 13 bureaus in partnership with U.S. businesses.

Through weather forecasts, climate and ocean monitoring, marine resource
management, and support for marine commerce, the National Oceanic and
Atmospheric Administration’'s (NOAA) services have a daily impact on our
lives and U.S. commerce. The Economics and Statistics Administration (ESA), including the Census Bureau and the Bureau
of Economic Analysis (BEA), provides the economic and demographic information necessary to evaluate growth, understand
markets, and make sound decisions for the future. The National Telecommunications and Information Administration (NTIA),
through broadband grants and spectrum reform, is expanding the information highway to propel job growth and competitiveness.
The National Institute of Standards and Technology (NIST) and U.S. Patent and Trademark Office (USPTO) are critical to
supporting innovation and advancing U.S. commerce. Economic development and commercialization activities supported by
the Economic Development Administration (EDA) and the Minority Business Development Agency (MBDA) turn ideas into jobs.
Export promotion and economic security activities at the International Trade Administration (ITA) and the Bureau of Industry and
Security (BIS) directly support our Nation’s international competitiveness and help U.S. companies sell more of what they make
in countries around the world.

Our FY 2012 accomplishments and challenges are highlighted within the three programmatic themes of our strategic plan:
Economic Growth, Science and Information, and Environmental Stewardship.

Economic Growth

The Department, through ITA has made strong progress in protecting U.S. industries and workers against unfair trade
practices, along with strengthening the U.S. economy through promoting exports. In FY 2012, ITA issued 260 antidumping
and countervailing duty (CVD) determinations covering a wide variety of products, helping provide U.S. businesses, workers,
and farmers the opportunity to compete on a level playing field. ITA also successfully strengthened trade enforcement by
making important regulatory reforms, strengthening its duty collection cooperation with U.S. Customs and Border Protection,
and working with Congress to enact legislation reaffirming the Department’s ability to apply the CVD law to imports from market
and non-market economies alike. ITA has also successfully helped U.S. firms overcome 89 trade barrier cases in 45 different
countries that have directly benefitted U.S. industry and competitiveness. ITA has continued to make promoting exports a
priority and has assisted over 19,000 companies with export transactions worth over $103 billion. ITA also continues to assist
small and medium-sized businesses to compete globally with programs like the Market Development Cooperator Program.
On average, every government dollar invested in this program has generated $219 of exports.

In FY 2012, EDA continued to develop, implement, and lead successful efforts to coordinate federal resources and streamline

processes and procedures for both grant application requirements and post-award grant administration. EDA championed
several interagency funding competitions in FY 2012, including the Rural Jobs and Innovation Accelerator Challenge: the Strong
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Cities, Strong Communities Visioning Challenge; and the Advanced Manufacturing Jobs and Innovation Accelerator Challenge.
The Rural Jobs and Innovation Accelerator Challenge leveraged the resources of the EDA, U.S. Department of Agriculture,
Appalachian Regional Commission, and Delta Regional Authority to support the development and implementation of locally-driven
economic development strategies that foster the development of clusters and accelerate the benefits of regional innovation
cluster-based economic development, with a targeted focus on economically-distressed rural communities. Following a similar
structure, EDA spearheaded the Advanced Manufacturing Jobs and Innovation Accelerator Challenge, which strategically
combined federal resources from EDA, NIST, the U.S. Department of Energy, the U.S. Department of Labor's Employment and
Training Administration, the U.S. Small Business Administration, and the National Science Foundation. The collaboration between
these agencies provided funding to assist the development and implementation of regionally-driven economic development
strategies that will support advanced manufacturing and cluster development. The goal is to create jobs, grow the economy, and
enhance the competitiveness of U.S. manufacturers in the global marketplace. The Strong Cities, Strong Communities Visioning
Challenge is conducted in support of the Strong Cities, Strong Communities interagency initiative administered by the White
House Strong Cities, Strong Communities Council. This challenge, in the same vein of interagency collaboration, leveraged
the U.S. Department of Housing and Urban Development’s resources and philanthropic networks to provide funding for cities
to conduct economic planning competitions, in which financial prizes are used to incentivize the submission of community-
led, bottom-up economic development plans. In addition to these new regional innovation strategies, EDA conducted a third
i6 Challenge in FY 2012, a national competition to accelerate innovative product development, spur the formation of start-
ups, and create small businesses by supporting Proof of Concept Centers at universities and research consortiums across the
country. Lastly, EDA received an appropriation of $200 million to support long-term economic recovery and infrastructure support
in communities that received a major disaster designation in FY 2011. To ensure that these resources began to be disbursed as
rapidly and effectively as possible, EDA developed a streamlined application process that allows for an expeditious review and
evaluation.

MBDA promotes the ability of minority businesses to succeed in the local, national, and global economies. MBDA continued its
upward trend of increasing contract and financial awards, rising from $1.6 billion in FY 2005 to $2.7 billion in FY 2012. One of
MBDA's goals is to increase the number of new job opportunities. In that regard, MBDA has increased the number of new jobs
created from 2,270 in FY 2005 to 5,331 in FY 2012.

BIS's mission is to advance U.S. national security, foreign policy, and economic objectives by ensuring an effective export control
and treaty compliance system and by promoting continued U.S. strategic technology leadership. BIS is currently assisting to
implement the President’s long-term goals of the Export Control Reform (ECR) Initiative. On March 7, 2012, the Administration
officially opened two new national, multi-agency centers to improve how the U.S. government administers its export control
system: the Export Enforcement Coordination Center (E2C2) and the Information Triage Unit (ITU). The E2C2 is responsible
for enhanced information sharing and coordination between law enforcement and intelligence officials regarding possible
violations of U.S. export controls laws. The ITU, housed at the Department, is responsible for assembling and disseminating
relevant information, including intelligence, upon which to base informed decisions on proposed export licenses. As part of the
ECR implementation process, BIS has published 12 proposed rules, in conjunction with proposed rules published by the State
Department, in FY 2012. State's proposed rules seek public comment on the revision of State’'s United States Munitions List
(USML) into a positive, objective list, and BIS’s proposed rules seek public comment on the transfer of tens of thousands of low
level military items, primarily parts and components, from the USML to the more flexible export control system administered
by BIS.

As a non-regulatory agency in the Department, an experienced partner of industry, and the federal research agency specifically
focused on promoting U.S. economic competitiveness, NIST is well-positioned to accelerate and promote innovation and advanced
technologies through its Laboratory Programs and its Innovation and Industry Services Programs. NIST addressed critical national
needs and emerging challenges in a wide variety of industry sectors, including energy, cybersecurity, manufacturing, healthcare,
cyberphysical systems, biotechnology, and nanotechnology. Two new advanced laboratories for high-precision science and
measurements opened at NIST and JILA, a joint venture of NIST and the University of Colorado at Boulder, to support technology,
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innovation, economic growth, and the training of future scientists. In the area of manufacturing, NIST established the Advanced
Manufacturing National Program Office to enable more effective collaboration in identifying and addressing challenges and
opportunities that span technology areas and cut across agency missions. NIST also established the National Cybersecurity
Center of Excellence, a public-private collaboration for accelerating the widespread adoption of integrated cybersecurity tools and
technologies. In the area of energy, NIST unveiled the Net-Zero Energy Residential Test Facility, a new laboratory designed to
demonstrate that a typical-looking suburban home for a family of four can generate as much energy as it uses in a year. In support
of forensic science, NIST published a revised biometric standard that vastly expands the type and amount of information that
forensic scientists can share across their international networks to identify victims or solve crimes. NIST also published two new
documents on cloud computing that provide guidance for understanding the cloud computing standards and categories of cloud
services that industry and government can use. To strengthen the competitiveness of our Nation's domestic manufacturing base,
the NIST Hollings Manufacturing Extension Partnership (MEP) provided a range of tools and services focused on the adoption of
new technologies, exporting strategies, and workforce retention which supported its clients, primarily small manufacturers, in
generating an estimated $2.7 billion in increased sales, $2.6 billion in capital investment, and $966 million in cost savings during
FY 2011 (MEP results have a one-year time lag).

NTIA, in collaboration with the Federal Communications Commission, launched the National Broadband Map on February 17,
2011. This dataset publicly displays the geographic areas where broadband service is available; the technology used to provide
the service; the speeds of the service; and broadband service speeds used at many public schools, libraries, hospitals, colleges,
universities, and public buildings. The Web site is powered by data representing 1,865 broadband providers nationwide with more
than 20 million records, and was collected in partnership with every state. Since its launch last year, the National Broadband Map
has attracted more than 650,000 users who are utilizing the map to meet a variety of needs. Developers can use 51 Application
Programming Interface (API) tools to process the data and can also download the data in multiple formats. The Broadband
Technology Opportunities Program is on track to meet—and in most cases exceed—its program goals, delivering significant
progress in areas such as infrastructure construction, computer center launches, and delivery of training to new broadband
users. Cumulatively, federal outlays for the program totaled $2.1 billion, while total recipient matching contributions exceeded
$820 million.

NTIA participated with other Department operating units in the Internet Policy Task Force, which is conducting comprehensive
reviews of the nexus between privacy policy, copyright, global free flow of information, cybersecurity, and innovation in the
Internet economy. Multi-stakeholder organizations have played a major role in the design and operation of the Internet and are
directly responsible for its success. Maintaining and extending this model is important for ensuring the continued growth and
innovation of the Internet. Consumer trust is essential for the continued growth of the digital economy, and meaningful privacy
protections are critical to fostering trust. In FY 2012, NTIA convened a multi-stakeholder process to develop legally enforceable
codes of conduct that implement elements of the Administration's Consumer Privacy Bill of Rights. NTIA is planning a series of
privacy multistakeholder processes. NTIA's first process, which focuses on mobile application transparency, began in FY 2012
and will continue in FY 2013. NTIA selected this topic based on almost 100 electronic comments received from stakeholders
around the country.

NTIA is providing a forum for stakeholders to develop a code of conduct regarding mobile application transparency. The NTIA
multistakeholder process provides an opportunity for robust participation by companies, consumer advocates, and technical
experts. Stakeholders can participate in each meeting either through Webcast or remotely through a moderated teleconference
bridge. NTIA uses technology to ensure that stakeholders who participate remotely have the opportunity to meaningfully
participate in the process. As stakeholders gain experience working together to address mobile application transparency, NTIA is
laying the groundwork for tackling other privacy challenges.

In order to strengthen the very infrastructure that marshals new innovation to the marketplace, under its 2010-2015 Strategic

Plan, the entire USPTO team made some important strides in FY 2012. Their hard work advances USPTO'’s mission of promoting
a 21st century intellectual property system, a system that empowers innovation from the sole inventor to every U.S. employer.
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USPTO has accelerated the patent examination process while building in new quality control measures. USPTO reduced its
unexamined utility patent application backlog to the lowest it has been in more than five years. USPTO expects to reach its
optimal inventory goal in the near future. Further, USPTO implemented critical provisions of the America Invents Act (AlA), the
most significant reform to patent law in 60 years. USPTO also made history in July 2012, when it opened its first ever satellite
office, the Elijah J. McCoy Satellite Office in Detroit, MI. The office will function as a hub of innovation and creativity, helping
protect and foster U.S. innovation in the global marketplace, helping businesses cut through red tape, and creating new economic
opportunities in its local community. USPTO also continues to see an increase in trademark applications. USPTO increased
engagement with its trademark stakeholder community through a series of roundtables, while extending educational outreach
to the small business and entrepreneurial community. USPTO continues to maintain consistent first office action trademark
pendency figures within the planned target range. Information technology (IT) is a mission-critical enabler for every USPTO
business function. USPTO is implementing an aggressive multi-year plan to upgrade its IT infrastructure by stabilizing its aging
data center and networks, updating automated IT systems, and migrating to “cloud” computing. Finally, it is notable that USPTO
has been active in the World Intellectual Property Organization (WIPO), playing a key role in the signing of the WIPO Audiovisual
Performances Treaty in Beijing, China.

Science and Information

BEA and the Census Bureau continued to upgrade the quality and availability of critical economic and demographic information
for policymakers, business leaders, and the public. The Census Bureau released all 2010 Decennial Census data products
scheduled for FY 2012. These products provided the most detailed information available so far from the 2010 Census about
every community’s entire population, including cross-tabulations of age, sex, households, families, relationship to householder,
housing units, detailed race and Hispanic or Latino origin groups, and group quarters.

In FY 2012, the Census Bureau released over 200 economic reports, including 120 principal economic indicators. Responses to
censuses and surveys provide information on a wide range of activities, industries, and outputs. The Census Bureau released
its first-ever mobile application, “America’s Economy,” which provides constantly updated statistics on the U.S. economy.
The America's Economy application provides real-time updates for 16 key economic indicators released from the Census Bureau,
Bureau of Labor Statistics, and BEA. In addition, the Census Bureau released a new report on the ownership characteristics of
U.S. exporting firms, “Ownership Characteristics of Classifiable U.S. Exporting Firms: 2007." The report provides new insights
on the ownership and performance of U.S. exporting firms by gender, ethnicity, race, and veteran status.

In FY 2012, ESA released reports on competitiveness and innovation, the benefits of manufacturing jobs, intellectual property
and patent reform, and broadband usage. ESA continued its efforts to improve how economic information is disseminated to
the public and journalists and to improve economic literacy though ESA blog posts, as well as daily email and Twitter updates.

One of BEA's primary goals in FY 2012 was to maintain and improve the relevance and usefulness of its economic accounts.
This year, BEA emphasized research and development (R&D) of new or alternate statistics as an important avenue toward that
goal. As part of this emphasis, BEA organized joint meetings of the International Association for Research in Income and Wealth
and the National Bureau of Economic Research’s Conference on Research in Income and Wealth, which provided a unique
forum for statistical officials and experts from around the world to present new research findings on topics related to national
accounting, well being, and income distribution. BEA staff presented nearly a dozen papers, ranging in topic from accounting for
multinational companies to depreciating R&D business capital. Additionally, BEA developed new statistics on the distribution of
household income and consumption that will provide decisionmakers with a better understanding of the differential impact of
the current economic struggle across households, industries, and regions. The creation of a new linked dataset that combines
data on cross-border trade in services with data on operations of multinational companies can answer myriad questions, such as
about the characteristics of firms that trade in services and the patterns of international trade in R&D. BEA's exploration of an
alternate approach to detailing household expenditures on health care by classifying expenditures by disease can facilitate cost-
benefit assessments and allow a better understanding of the factors driving the growth in health care spending. As critical as
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these new efforts are, they do not replace the need for BEA to make continuous improvements to the source data and methods
underlying the economic accounts. The 2012 flexible annual revision of the National Income and Product Accounts incorporated
expanded data from the Census Bureau’s Quarterly Services Survey (QSS) to improve estimates for the transportation, education,
and utilities industries and implemented an improved methodology for state and local corporate profits taxes. The annual revision
of the international transactions accounts incorporated changes in methodology for some categories of estimates and new
source data that improved statistics on exports and imports of goods, imports of services, income payments, and net unilateral
current transfers. BEA also provided its customers with important improvements to its Web site. In keeping with BEA's goal
to make its statistics more widely available and its Web site easier to use, it made significant improvements to the content of
regional and international statistics that are available through interactive tables on the bea.gov Web site. BEA launched the new
"BEABIlog” to augment its means of communicating with customers.

In April 2012, NOAA's Storm Prediction Center (SPC) issued a high risk outlook for severe weather across Oklahoma, Kansas,
Nebraska, and lowa 36 hours in advance of the storm outbreak. NOAA had begun discussion of a potential major tornado outbreak
nearly seven days before the event occurred. This extraordinary lead time of 36 hours exceeded all previous lead times for similar
warned events. The SPC and affected Weather Forecast Offices (WFO) issued a total of 11 watches (eight for tornadoes and
three for severe weather) for the outbreak. With this high risk outlook for severe weather, WFOs in the affected regions began
a major outreach effort. Community response included the staging of emergency equipment and staff, rescheduling of proms,
football games, and a large country music concert in Wichita, KS. The Wichita WFO alone issued 32 tornado warnings with
tornado lead times of 20 minutes.

Environmental Stewardship

Each year, NOAA's annual Arctic Report Card presents a wide range of environmental observations throughout the Arctic.
The most recent update provided in December 2011 by a team of international scientists indicated that the Earth’s northern
polar region is entering a new state, one with warmer air and water temperatures, less summer sea ice and snow cover, and
changed ocean chemistry.

This shift is also causing changes in the region’s life, both on land and in the sea, including fewer habitats for polar bears and
walruses, but increased access to feeding areas for whales. The 2011 Report Card showed that record-setting changes are
occurring throughout the Arctic environmental system and major Arctic changes will likely continue in years to come, with
increasing climatic, biological, and social impacts.

As sea ice continues to disappear at a rapid rate, vessel traffic in the Arctic has begun to rise. This is leading to new maritime
concerns, especially in areas increasingly transited by the offshore oil and gas industry, cruise liners, military craft, tugs and barges,
and fishing vessels. Keeping all of this new ocean traffic moving smoothly is important to the U.S. economy, environment, and
national security. In 2012, NOAA released a new nautical chart for Kotzebue Harbor and Approaches, addressing a pressing
need for the Arctic regional transportation hub in northwest Alaska. The new chart’s accurate and precise depth measurements
(previously charted in the 1800s) will make ocean-going vessel traffic more efficient through northwest Alaska.

In October 2011, NOAA established three new Regional Integrated Sciences and Assessments (RISA) awards to climate science
collaborations in Alaska, California-Nevada, and the Carolinas. The three new awards include the Alaska Center for Climate
Assessments and Policy (ACCAP — University of Alaska-Fairbanks), the California-Nevada Applications Program (CNAP- Scripps
Institution of Oceanography), and the Carolinas Integrated Science and Assessments program (CISA — University of South
Carolina). All three institutions will conduct research efforts collaboratively with other universities and research organizations.
The ACCAP center will focus on coastal and living marine resources with potential topics including sea ice extent and the
vulnerability of coastal infrastructure to storms. CNAP will address water supply, planning and preparedness for wildfires, and
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coastal management. The CISA project addresses early warning and preparedness for drought, groundwater vulnerability to saltwater
intrusion, and shellfish pathogens. RISA teams, along with NOAA's Regional Climate Centers and regional climate services directors,
work with state climate offices to help regional stakeholders address the challenges of a changing climate. RISA team members are
also key contributors to research and assessment activities of the cross-federal agency National Climate Assessment overseen by the
U.S. Global Change Research Program.

The Suomi National Polar-orbiting Partnership Satellite (SNPP) was launched on October 28, 2011, from Vandenberg Air Force Base,
to begin its Earth observation mission. Since the launch, SNPP data has been successfully used in NOAA's global numerical weather
forecast systems. The launch of SNPP and the effective data collection from weather and climate monitoring sensors represent many
years of exceptional effort by NOAA, the National Aeronautics and Space Administration, and contractor teams to create the gateway to
the U.S. climate monitoring system, collecting both climate and operational weather data and continuing key data records that are critical
for global change science. SNPP carries five science instruments and test key technologies for the Joint Polar Satellite System mission.
It is the first satellite mission to address the challenge of acquiring a wide range of land, ocean, and atmospheric measurements
for earth system science while simultaneously preparing to address operational requirements for long-range weather forecasting.
Understanding, monitoring, and predicting the course of long-term climate change and short-term weather conditions remain tasks of
profound importance.

To prevent and end overfishing in the United States, the Magnuson-Stevens Reauthorization Act requires that all federal fisheries be
harvested under annual catch limits with accompanying accountability measures. On June 29, 2012, NOAA achieved a significant
milestone by approving the final Fishery Management Plan amendment to put annual catch limits and accountability measures into
place. During the next few years, as NOAA continues to manage fisheries under annual catch limits and completes new scientific
stock assessments, we expect to confirm that overfishing has ended and depleted stocks are rebuilding to higher levels of abundance.
Ending overfishing and rebuilding stocks are an investment in the long-term viability of our Nation’s fisheries and fishing communities.
We commend the fishermen and communities impacted by these management changes for their commitment and participation in
making U.S. fisheries among the most responsibly managed in the world.

Customer Service and Organizational Excellence and Workforce Excellence

The Department and the U.S. Small Business Administration were identified as members of the Executive Committee charged to
implement the President’s October 28, 2011 memorandum entitled, “Making it Easier for America’s Small Businesses and America's
Exporters to Access Government Services to Help Them Grow and Hire.” The Department’s own CommerceConnect was chosen to
oversee the development, implementation, and operations of this federal agency-wide initiative called BusinessUSA. BusinessUSA
continued CommerceConnect's “No Wrong Door” approach to servicing customers. BusinessUSA fully complements the Department’s
Customer Service and Organizational Excellence objectives. CommerceConnect successfully transitioned to BusinessUSA and met
the presidential objectives, including the launch of the new business.USA.gov Web site, a central contact center through 1-800-FED-
INFO, and interagency collaboration to support improved business assistance and enhanced customer service. U.S. small businesses
and exporters access the Department's business-facing programs, resources, and services through BusinessUSA. More importantly,
BusinessUSA has helped make it easier for them to find the information they need across the government. Since the release of the
business.USA.gov Web site on February 17, 2012, through September 30, 2012, there have been 623 thousand visits, nearly 1.7 million
pages viewed, over 35,000 content subscribers, nearly 20,000 twitter followers, and 62 links from partner Web sites to BusinessUSA.
BusinessUSA greatly expanded the number of business-facing resources (programs, services, tools, and data) in one central location
from 297 to 1,200 federal, state, and local entities. In addition, it has promoted over 130 success stories and 4,500 local business related
events.

The Department continued the phased migration of human resources (HR) information systems to the HR Management System,
which constitutes a signification investment in updating internal HR systems to provide an enterprise-wide, modern, cost-effective
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standardized and interoperable HR solution. The migration, which ensures that each phase adds value to the Agency within each fiscal
year, began in FY 2011 and is tentatively scheduled to be completed in FY 2014.

Workforce reshaping efforts continued through the use of the Voluntary Early Retirement Authority (VERA) and Voluntary Separation
Incentive Payment (VSIP) and establishment of a Department Voluntary Resume Bank Program to assist in restructuring and streamlining
the Department workforce while continuing to meet mission goals. The Department received approval for a total of 1,796 VSIPs and
offered approximately 1,389, of which 582 employees have accepted, for a 41 percent acceptance rate, which greatly exceeds the
14.2 percent government-wide rate.

The formation of a Departmental Diversity and Inclusion Program and Diversity and Inclusion Council was approved by Department
leadership, to be headed by the recently appointed Chief Diversity Officer and Deputy Chief Diversity Officer and executed by a
Diversity and Inclusion Council. The council will consist of both bureau and functional representatives responsible for implementing and
monitoring initiatives in support of the FY 2012 — FY 2016 Department Diversity and Inclusion Strategic Plan and Executive Order 13583,
"Establishing a Coordinated Government-wide Initiative to Promote Diversity and Inclusion in the Workforce.”

As one of eight federal agencies participating in the HRstat pilot being led by the Office of Personnel Management and the Performance
Improvement Council, the Department established and held the first reviews of its HRstat program. In alignment with the Government
Performance and Results Act Modernization Act of 2010, quarterly reports and reviews by senior leadership and HR managers on agency
progress and status on key human capital/HR management metrics that drive agency performance will be performed. All metrics will
also be tracked against specific organizations that support the Department’s top four strategic priorities for FY 2012 — FY 2013.

The Department's financial data and performance results for FY 2012 are provided together in this report in response to the Reports
Consolidation Act of 2000. This information is crucial in helping us to effectively administer our programs, determine their success, and
make adjustments that may be necessary to improve the quality of program operation and service delivery.

For the 14th year in a row, the independent auditors tasked with reviewing our financial statements have provided an unqualified
opinion. Our financial management systems have been found to be in substantial compliance with the Federal Financial Management
Improvement Act (FFMIA) of 1996, and, in accordance with Office of Management and Budget (OMB) Circulars A-136 and A-11, the
financial and performance data published in this report are substantially complete and reliable.

The Federal Managers' Financial Integrity Act of 1982 (FMFIA) and OMB Circular A-123 provide the framework within which Departmental
and operating unit managers may determine whether adequate internal controls are in place and operating as they should. We rely on a
wide range of studies conducted by programmatic and administrative managers, the Office of Inspector General (OIG), the Government
Accountability Office (GAO), and others to assist in this effort. Based on activities undertaken during FY 2012, the Department's system
of internal controls, taken as a whole, is consistent with FMFIA.

In Conclusion

Again, | am proud to submit this report on the FY 2012 performance of the Department, and hope it provides a useful summary of the

results of the Department and its 45,000 employees.

Dr. Rebecca Blank
Acting Secretary of Commerce
November 15, 2012
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HOw TO USE THIS REPORT

his Performance and Accountability Report (PAR) for FY 2012 provides the

Department of Commerce’s financial and performance information, enabling

the President, Congress, and the American people to assess the Department’s
performance as provided by the requirements of the:

Reports Consolidation Act of 2000 and other laws
Government Management Reform Act of 1994
Government Performance and Results Act (GPRA) of 1993
Chief Financial Officers (CFO) Act of 1990

Federal Managers’ Financial Integrity Act (FMFIA) of 1982.
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The assessment of the Department’s performance contained in this report compares
performance results to the Department’s strategic goals and performance goals.
N The Department’s Strategic Plan, Performance Plan, and annual PARs are available
on the Department’s Web site at http://www.osec.doc.gov/bmi/budget/budgetsub_

perf_strategicplans.htm. The Department welcomes feedback on the form and content of this report.

This report is organized into the following major components:

STATEMENT FROM THE SECRETARY OF COMMERCE

The Secretary’s statement includes an assessment of the reliability and completeness of the financial and performance information
presented in the report and a statement of assurance on the Department’s management controls as required by the FMFIA.

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

This section provides an overview of the financial and performance information contained in the Performance Section, Financial
Section, and Appendices. The MD&A includes an overview of the Department’s organization, a summary of the performance, full-time
equivalents (FTE) and funding of the Department, summary of the performance process, current status of systems and internal control
weaknesses, and summaries of the American Recovery and Reinvestment Act (ARRA) of 2009 funding as it applies to FY 2012 and
Priority Goals.

PERFORMANCE SECTION

This section provides the annual performance information as required by Office of Management and Budget (OMB) Circular A-11 and
GPRA. Included in this section is a detailed discussion and analysis of the Department’s performance in FY 2012. For each service and
major office, the results are presented by each of the six Secretarial themes, strategic goals within themes, and objectives within goals.

FINANCIAL SECTION

This section contains the details of the Department’s finances in FY 2012. A message from the Department's Chief Financial Officer
(CFO), is followed by the information on the Department’s financial management, debt management, payments management, audited
financial statements, other supplemental financial information, and the independent auditors’ report.

APPENDICES

This section provides summary charts of performance information, a listing of key stakeholders, a discussion of management challenges
including actions taken to address them as well as the FY 2013 management challenges, financial information, a discussion of
undisbursed expired grant accounts, and a glossary of acronyms. The definitions and data sources of performance measures appears
at the end of the Web site version of the PAR located at http.//www.osec.doc.gov/bmi/budget/. Appendix C, FY 2012 Management
Challenges and Actions Taken, and Appendix D, FY 2013 Management Challenges, are not Section 508 compliant, unlike the rest of
the PAR. However, Section 508-compliant reports on the FY 2012 and FY 2013 Top Management Challenges can be downloaded from
the OIG’s Web site at http://1.usa.gov/ZvJKqc.

For additional copies of this report, please call the Department of Commerce, Office of Budget, at 202-482-4648 or email either Bill Tatter at

BTatter@doc.gov or William Tootle at WTootle@doc.gov. A listing of Web addresses and email addresses of other Departmental and bureau staff
appears on the inside front cover.


http://www.osec.doc.gov/bmi/budget/budgetsub_perf_strategicplans.htm
http://www.osec.doc.gov/bmi/budget/budgetsub_perf_strategicplans.htm
http://1.usa.gov/ZvJKqc
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MISSION AND ORGANIZATION

MISSION

Tae DEPARTMENT OF COMMERCE CREATES THE CONDITIONS FOR

ECONOMIC GROWTH AND OPPORTUNITY BY PROMOTING INNOVATION,

ENTREPRENEURSHIP, COMPETITIVENESS, AND STEWARDSHIP.
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FY 2012 PERFORMANCE

AND

MANAGEMENT'S DISCUSSION AND ANALYSIS

PERFORMANCE HIGHLIGHTS

verall performance results for the Department show
that of the 118 performance targets, 74 percent were
at or above target, ten percent slightly below target,

and 16 percent not on target. Overall trends among these
measures reflected the following:

44 (37 percent) reflected a positive trend in that over time
performance was improving;

40 (34 percent) remained stable in their trends. In most
cases, these indicators had maintenance targets in that the
goal was to maintain a standard over time;

6 (5 percent) reflected a negative trend in that performance
declined over time;

22 (19 percent) were measures that were not in place for
more than three years and therefore a trend could not be
detected; and

6 (5 percent) were measures whose targets and actuals were

FINANCIAL HIGHLIGHTS

STATUS OF CURRENT MEASURES

W Improving

[l Stable M Declining New Measure
Il No Trend Due to Volatility of Funding

Improving, stable, or declining measures have at least three years of data.

closely dependent on the volatile amount of funds from year to year and thus a trend could not be detected. These measures
were specific to the Economic Development Administration EDA and reflected the amount of invested generated and jobs

created or retained as a result of EDA funds.

Below are the funding and full-time equivalent (FTE) levels by strategic goal and financial highlights for FY 2012 and FY 2011.
Beginning on page 17 is a summary of the FTE and funding by theme and objective. Discussions and highlights of public benefits,
achievements, and performance results appear in the performance section of this report.

(Dollars in Millions)’

For the Years Ended September 30, 2012 and 2011

Obligations by Themes:

Theme 1: Economic Growth

Theme 2: Science and Information
Theme 3: Environmental Stewardship
Themes 4-6: Management Themes

TOTAL OBLIGATIONS

Full Time Equivalents (FTEs) by Strategic Goal:
Theme 1: Economic Growth

Theme 2: Science and Information

Theme 3: Environmental Stewardship

Themes 4-6: Management Themes

TOTAL FTEs

Percentage
Change FY2012  FY 2011
Total Obligations
+2.8% $ 427115 $ 4,156.0 $25
-0.8% $ 46352 $ 46704 ] &
-8.9% $ 1,7885 $ 1,962.4 £ 56
-3.8% $ 8713 8§ 911 = N I
-0.9% $10,7825  $10,879.9 FY2012  FY 2011
Total FTEs
+2.0% 16,010 15,698 -
-9.2% 17,056 18,787 £ 0
-0.8% 5,167 5,209 g
-10.8% 297 333 £ %
-3.7% 38,530 40,027 0 o Py

Performance funding may differ from funding shown in financial statements because the performance funds do not include one-time funds for unexpected
events (e.g., hurricanes) or reimbursable work that cannot be planned. In these cases, the funding is not factored into bureau performance amounts. Also

funding reflects obligations as opposed to costs.
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FINANCIAL HIGHLIGHTS

Percentage
(Dollars in Thousands) Change FY 2012 FY 2011
As of September 30, 2012 and 2011
Condensed Balance Sheets:
ASSETS:
Fund Balance with Treasury 1% $ 19,261,281 $ 21,661,030 Total Assets
General Property, Plant, and Equipment, Net +20% 10,000,512 8,362,263 $40,000
Direct Loans and Loan Guarantees, Net +1% 570,348 566,250 é :igggg |ﬁ|
Other -27% 587,406 809,498 Z $10,000
TOTAL ASSETS -3% $ 30,419,547 $ 31,399,041 D
LIABILITIES:
Unearned Revenue +1% $1,386,503 $1,374,524
Federal Employee Benefits +5% 851,211 808,482
Accounts Payable +5% 452,901 431,735
Accrued Grants 7% 635,856 595,721 L T
Debt to Treasury +3% 554,281 540,001 i Se0n
Accrued Payroll and Annual Leave 0% 580,715 578,952 E e
Other -8% 241,846 261,713 £ s2000
TOTAL LIABILITIES +2% $ 4703313 $ 4,591,128 $0 FY2012  FY 2011
NET POSITION:
Unexpended Appropriations -27% $ 6,716,434 $ 9,219,657 Total Net Position
Cumulative Results of Operations +8% 18,999,800 17,588,256 $40,000
TOTAL NET POSITION &% $ 25716234 $ 26,807,913 g
TOTAL LIABILITIES AND NET POSITION -3% $ 30,419,547 $ 31,399,041 : $10:000
S Py o
For the Years Ended September 30, 2012 and 2011
Condensed Statements of Net Cost:
Theme 1: Economic Growth Net Program Costs +36% $ 3902083 $ 2,865,357
Theme 2: Science and Information Net Program Costs -8% 3,635,663 3,955,362
Theme 3: Environmental Stewardship Net Program Costs -11% 2,144,275 2,413,081
TOTAL NET COST OF OPERATIONS +5% $ 9682021 $ 9,233,800 Total Net Cost of Operations
Total Gross Costs +5% $ 13018305 § 12,419,854 . ::ZEEZ m
Less: Total Earned Revenue +5% (3,336,284) (3,186,054) 2
£ s5000
Total Net Cost Of Operations $ 9682021 $ 9,233,800 Thz?ne: 1 2 3 Total
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REVIEW OF FINANCIAL POSITION AND RESULTS

COMPOSITION OF THE DEPARTMENT’S
FY 2012 ASSETS

2%

2%—|

[l Fund Balance with Treasury

B General Property, Plant, and
Equipment, Net

33%

Direct Loans and Loan
Guarantees, Net

Il Other

63%

COMPOSITION OF THE DEPARTMENT’S
FY 2012 LIABILITIES

5%

ASSETS

The Department had total assets of
$30.4 billion as of September 30, 2012.
This represents a decrease of $979
million or 3 percent over total assets
of $31.4 billion at September 30, 2011.
Fund Balance with Treasury decreased
$2.4 billion or 11 percent, from $21.7
billion to $19.3 billion, primarily due to
a $1.7 billion decrease in Fund Balance
with Treasury for NTIA's Broadband
Technology Opportunities Program under
the Recovery Act mainly as a result of
a significant decrease in payments to
grantees, and also due to a $215
million decrease in Fund Balance with
Treasury for NIST's Recovery Act funds
construction of research facilities and for

I Unearned Revenue scientific and technical research and

12% B Federal Employee Benefits services. General Property, Plant, and
B Accrued Grants Equipment, Net increased $1.6 billion

Acrued Payroll and percent, mainly due to an increase in

SaiallRaie NOAA Construction-in-progress of

F LA L $1.6 billion, primarily for satellite
o B Accounts Payable programs. Other Assets decreased by
18% B Other $222 million or 27 percent, primarily

14% to a decrease of $109 million in

Advances to the Federal Emergency
Management Agency related to NTIA's
Public Safety Interoperable Communications Program and a $93 million decrease in Advances for NOAA's Pacific Region
Center construction project.

LIABILITIES

The Department had total liabilities of $4.7 billion as of September 30, 2012. This represents an increase of $112 million
or 2 percent as compared to total liabilities of $4.6 billion at September 30, 2011. Federal Employee Benefits increased
by $43 million or 5 percent, primarily due to an increase of $54 million in the NOAA Corps Retirement System Liability.
Accrued Grants increased by $40 million or 7 percent, primarily due to an increase for EDA of $36 million for economic
development grants. Accounts Payable increased by $21 million or 5 percent, primarily due to an increase in NOAA's
Accounts Payable of $40 million, mainly related to NOAA's satellites and weather systems.
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NET COST OF OPERATIONS

In FY 2012, the Department’s Net Cost
of Operations amounted to $9.7 billion,
which consists of Gross Costs of
$13.0 billion less Earned Revenue of
$3.3 billion. Theme 1 includes Gross
Costs of $6.5 billion related to enabling
economic growth through innovation
and entrepreneurship, market devel-
opment and commercialization, and
trade promotion and compliance.
Theme 2 includes Gross Costs of $4.2
billion related to promoting science
and information by generating and
communicating new cutting-edge
scientific understanding of technical,
economic, social, and environmental

MANAGEMENT'S DISCUSSION AND ANALYSIS

FY 2012 NET PROGRAM COSTS
BREAKDOWN BY THEME

22%
I Theme1
Il Theme 2

Theme 3

40%

38%

systems. Theme 3 includes Gross Costs of $2.3 billion related to promoting economically-sound environmental steward-

ship and science.

The Theme 1 increase in FY 2012 Net Program Costs over FY 2011 of $1.0 billion or 36 percent is primarily due to an increase
in Gross Costs of $973 million for NTIA's Broadband Technology Opportunities Program mainly as a result of significantly
increased grantee costs incurred. The Theme 2 decrease in FY 2012 Net Program Costs over FY 2011 of $320 million or
8 percent is primarily due to decreased costs of $332 million for Census Bureau's Decennial and Periodic Censuses major
program, including decreased costs for information technology, surveys, field data collection, and other costs. The Theme
3 decrease in FY 2012 Net Program Costs over FY 2011 of $269 million or 11 percent is primarily due to a $342 million
decrease in NOAA Gross Costs, including a $111 million decrease in costs related to the 2010 Deepwater Horizon oil spill,
a $36 million decrease in Recovery Act habitat restoration grants costs, and decreases in costs for the National Weather
Service and the National Centers for Coastal Ocean Science program.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

THE DEPARTMENT OF COMMERCE PROCESS FOR
STRATEGIC PLANNING AND PERFORMANCE REPORTING

MANAGEMENT STRATEGIC FRAMEWORK, PERFORMANCE PLANNING AND REPORTING AT A GLANCE

reporting is based on the FY 2011 — FY 2016 Strategic Plan. This plan has MISSION

he Department of Commerce process for strategic planning and performance
& VISION

three programmatic themes and three organizational themes to guide the
Department in accomplishing its mission to create the conditions for economic THEMES
growth and opportunity by promoting innovation, entrepreneurship, competi-

tiveness, and stewardship. Within these themes the Department has goals

and objectives that define the structure of accomplishing this mission.
Strategic goals describe objectives that define the results that the
bureaus aim to achieve. These are long-term objectives that often
involve the work of more than one Department bureau. Each objec-

tive has associated indicators and targets to measure the Depart- PROGRAM-SPECIFIC

ment’s impact on a continuous basis. The strategic plan can PERFORMANCE MEASURES

be found at http//www.osec.doc.gov/bmi/budget/docty1-
16strategicplan %20_508version.pdf. PROGRAM-SPECIFIC OUTPUTS

In the FY 2013 Congressional Budget submission, the
Department's bureau-specific performance goals and

measures align with the Department's strategic themes,

goals, and objectives. The performance goals in the Annual Performance Plans (APP) link with the resource requirements
for the past, current, and upcoming fiscal years. Each plan is integrated with the President’s Budget submission to

Congress, at the bureau level. The FY 2013 budget submission and its associated APPs can be found at http.//www.osec.
doc.gov/bmi/budget/.

This FY 2012 PAR aligns with the Strategic Plan and provides a public accounting of the Department’s FY 2012 performance
results. The FY 2012 PAR Web address is http.//www.osec.doc.gov/bmi/budget/12par/docfy2012par_508version.pdf.
Appendix A of the FY 2012 PAR provides historical results of the Department’s performance, matching targets against
actuals going back as far as FY 2000 in some cases.

How the Department Selects Its Performance Outcomes and Measures

Performance objectives articulated in the introductory material for each strategic goal in the Strategic Plan and APP,
convey a sense of how the Department creates value for the U.S. public. Performance measures depict tangible progress
by Department program activities toward these goals. The Department has tailored performance measures to be more
outcome-oriented (described in the next section). When considered along with external factors and information provided
in program evaluations, these measurements give valuable insight into the performance of Department programs, and
are meant to broadly illustrate how the Department adds value to the U.S. economy. The FY 2012 PAR depicts a top-level,
integrated system for managing for results within the Department, but is not an exhaustive treatment of all Department
programs and activities. This report must also be read with each Department bureau’s own performance results to gain a
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MANAGEMENT'S DISCUSSION AND ANALYSIS

comprehensive picture of the Department’s accomplishments in FY 2012. More in-depth performance results for FY 2012
and prior years are available in Appendix A. Other information about the bureaus can be found on individual bureau \Web
sites. The directory of Web sites is located on the inside front cover of this report and provides a base for researching
additional information. Descriptions of any changes between FY 2011 and FY 2012, as well as descriptions including
validation and verification information of each measure, can be found on the Department’s Web site at http./www.osec.
doc.gov/bmi/budget/11PAR/DOCFY2011PAR_508version.pdf. This Web site provides all measure descriptions for each
bureau as part of the FY 2013 annual budgets for each bureau incorporated as Exhibit 3A (APP) of each bureau’s budget
submission and the soon to be released FY 2014 Congressional Budget submission

Performance Validation and Verification

The Department uses a broad range of performance outcomes and measures to make reporting useful and reliable.
It is imperative to demonstrate that performance measures are backed by accurate and reliable data; valid data are
important to support management decisions on a day-to-day basis. The data and the means to validate and verify the
measures are also diverse. As in the measures descriptions above, validation and verification tables appear in the APPs of
each bureau’s FY 2013 budget submissions. These tables identify each measure, and the following information: (1) data
source, (2) frequency, (3) data storage, (4) internal control procedures, (5) data limitations, and (6) any actions to be taken.
This information is available at http.//www.osec.doc.gov/bmi/budget/T0PARR/DOCFY2010PAR_508version.pdf.

The Department reviews its performance validation and verification processes to ensure that the performance data are
accurate. The Department maintains a quarterly monitoring process of performance based upon each bureau’s individual
balanced scorecards, expanding the Department'’s scorecard into bureau-specific activities that feed into the Department’s
scorecard. Performance measures are associated with the bureaus’ scorecards, flowing into the Department’s scorecard
and into the PAR.

Performance Controls and Procedures

Leadership: In the past, the Department has conducted quarterly performance reviews, during which bureau heads report
to the Deputy Secretary on the current status of bureau performance. These reviews are continuing in various forms with
the current administration. These reviews are taking the form of a Balanced Scorecard approach to management, by not
only emphasizing budget and finance, but also customer, internal business process, and learning and growth perspectives
into management activities. The Department also took a more integrated, crosscutting approach to its programs. In the
current Departmental Balanced Scorecard and the FY 2011 — FY 2016 Strategic Plan, bureaus tend to cross themes,
goals, and objectives, giving a greater emphasis to the Secretary’s three programmatic themes of Economic Growth,
Science and Information, and Environmental Stewardship, and the three management themes of Customer Service,
Organizational Excellence, and Workforce along with a greater integration of programs. Individual bureau scorecards
follow the structure of the Departmental scorecard while providing greater detail about their programs. Finally, progress
towards Government Performance and Results Act (GPRA) measures appear in this report.

Performance Data: The Department’s performance measurement data are collected by its 13 bureaus, each with systems
to manage their data validation and verification processes. Some of these are automated systems and others are manual
processes. Data can be divided into three types: Financial Data, Data Management Methods, and Data from Manual
Processes. Some examples include: jobs created or retained (EDA), lead time of tornado warnings (NOAA), and trademark
applications filed electronically (USPTO).
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Financial Data: As stated above, the Department has a high degree of confidence in its financial data. Internal assessment
and other financial management controls maintain the integrity of these data elements. During the FY 2012 Consolidated
Financial Statement audit, tests and review of the core accounting system and internal controls were conducted as
required by the Chief Financial Officers (CFO) Act. Further, the Department conducted its assessment of the effectiveness
of internal control over financial reporting, which includes safeguarding of assets and compliance with applicable laws
and regulations, in accordance with the requirements of Appendix A of Office of Management and Budget (OMB) Circular
A-123. As a result, the Department is able to provide a qualified statement of assurance that its internal controls and
financial management systems meet the objectives of the Federal Managers’ Financial Integrity Act (FMFIA), with the
exception of one material weakness. The material weakness is related to the budgetary control issues identified for the
unauthorized reprogramming of funds at the National Weather Service (NWS) and other potential matters under review
by the Department, and accounting for satellites and property at the National Oceanic and Atmospheric Administration
(NOAA). Other than this exception, internal controls were operating effectively and no other material weaknesses
were found.

Departmental Performance Structure

Programmatic themes are the realm of the bureaus while the organizational themes (Customer Service, Organizational
Excellence, and Workforce Excellence) focus on Departmental Management and the Office of Inspector General (OIG)
though these themes do have elements from other bureaus. Nearly all of the funding occurs in the three programmatic
themes, though no theme dominates the other with occasional fluctuations occurring that change the respective
percentages.

Since one of the primary purposes of the PAR is to examine the FY 2012 performance, this PAR does not include past
discontinued measures since they do not provide a true reflection of historical trends through FY 2012, particularly when
measures didn't accurately reflect the work of the bureau. Therefore, performance historical tables reflect past trends
using the measures that the Department reports on in FY 2012.

SUMMARY DESCRIPTION OF BUREAUS

The following are summary descriptions of each bureau in budget appropriation order with applicable themes listed at the
end of each description.

The Departmental Management (DM) develops and implements policy affecting U.S. and international activities as
well as internal goals and operations of the Department. DM serves as the primary liaison with the executive branch and
Congressional and private sector groups, and acts as the management and administrative control point for the Department.
Executive Direction develops and implements Departmental policies and coordinates bureau program activities to
accomplish the Department’s mission while Departmental Staff Services develops and implements the Department’s
internal policies, procedures, and other administrative guidelines. cUSTOMER SERVICE, ORGANIZATIONAL EXCELLENCE, AND
WORKFORCE EXCELLENCE

The Office of Inspector General (OIG) ensures that the Department's employees and others managing federal
resources comply with applicable laws and regulations, and actively work to prevent fraud, waste, and abuse in program
operations. The OIG monitors and tracks the use of taxpayer dollars in federally-funded programs with its purpose being
to keep Departmental officials and Congress fully and currently informed about issues, problems, and deficiencies relating
to the administration of programs and operations and the need for corrective action. oRGANIZATIONAL EXCELLENCE
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The Economic Development Administration (EDA) directly supports the Department’'s goal to maximize U.S.
competitiveness and enable economic growth for U.S. industries, workers, and consumers with the objective to foster
domestic economic development as well as export opportunities. To achieve this objective, EDA promotes a favorable
business environment through strategic investments in public infrastructure. These investments help attract private
capital investment and jobs that address problems of high unemployment, low per capital income, and sudden, severe
economic challenges. economic GROWTH

The Census Bureau is the leading source of quality data about the Nation's people and economy. The Census Bureau
measures those trends and segments of the U.S. population and economy most critical to continued U.S. success and
prosperity. The Census Bureau provides benchmark measures of the U.S. population, economy, and governments; and
provides current measures of the U.S. population, economy, and governments. The Census Bureau's cyclical programs
include the Economic Census and the Census of Governments, conducted every five years, and the Decennial Census
program, conducted every 10 years. SCIENCE AND INFORMATION

The Bureau of Economic Analysis (BEA) produces some of the Nation’s most important economic statistics, including
GDP and the balance of payments. BEA promotes a better understanding of the U.S. economy by providing timely,
relevant, and accurate economic accounts data in an objective and cost-effective manner. Although a relatively small
agency, BEA's economic statistics are among the Nation’s most closely watched. BEA's statistics influence critical
decisions made by policymakers, business leaders, households, and individuals affecting interest and exchange rates, tax
and budget projections, business investment plans, and the allocation of over $200 billion in federal funds. science anp
INFORMATION

The International Trade Administration (ITA) works to create prosperity by promoting trade and investment, ensuring fair
trade and compliance with trade laws and agreements, and strengthening the competitiveness of U.S. industry. Within ITA,
the Manufacturing and Services (MAS) unit analyzes the domestic and international aspects of U.S. competitiveness by
working with U.S. industries to evaluate the needs of the MAS sectors, conducting economic and regulatory studies aimed
at strengthening U.S. industry, obtaining input and advice from U.S. industries for trade policy setting, and participating,
as appropriate, with ITA trade policy and negotiation advancement initiatives. The Market Access and Compliance (MAC)
unit concentrates on the development of strategies to overcome market access obstacles faced by U.S. businesses.
MAC monitors foreign country compliance with numerous trade-related agreements and identifies compliance problems
and other market access obstacles. The Import Administration (IA) helps ensure fair trade by administering the U.S.
antidumping and countervailing duty (AD/CVD) laws in a manner consistent with U.S. international obligations. IA works
extensively with U.S. businesses on a regular basis to educate them about U.S. trade laws related to dumping and foreign
government subsidies and how to act if they are injured by those practices. Trade Promotion and the U.S. and Foreign
Commercial Service (US&FCS) broadens and deepens the base of U.S. exports by providing U.S. companies with reliable
advice on the range of public and private assistance available, and knowledgeably supports all other federal trade promotion
services. ECONOMIC GROWTH

The Bureau of Industry and Security (BIS) advances U.S. national security, foreign policy, and economic objectives by
ensuring an effective export control and treaty compliance system and by promoting continued U.S. strategic technology
leadership. BIS (1) regulates the export of sensitive “dual use” goods and technologies in an effective and efficient manner;
(2) enforces export control, antiboycott, and public safety laws; (3) cooperates with and assists other countries on export
control and strategic trade issues; (4) assists U.S. industry in complying with international arms agreements; monitors
the viability of the U.S. defense industrial base; (b) evaluates the effects on national security of foreign investments in
U.S. companies; and (6) supports continued U.S. technology leadership in industries that are essential to national security.
ECONOMIC GROWTH
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The Minority Business Development Agency (MBDA) actively promotes the ability of minority business enterprises
(MBE) to grow and to participate in the global economy through a range of activities that include funding a network of
centers that provide MBEs a variety of business assistance services.

MBDA (1) fosters the expansion of opportunities for minority-owned business in the global marketplace; (2) identifies
sources of financial capital for minority-owned firms; (3) develops and upgrades electronic tools to provide access to growth
markets through automated matching of MBEs to public and private sector opportunities; (4) provides management and
technical assistance to minority-owned businesses; and (b) advocates for the increased use of electronic commerce and
new technologies by MBES. scCIENCE AND INFORMATION, ENVIRONMENTAL STEWARDSHIP

The National Oceanic and Atmospheric Administration (NOAA) promotes environmental stewardship. NOAA encom-
passes all of Strategic Goal 3. SCIENCE AND INFORMATION, ENVIRONMENTAL STEWARDSHIP

NOAA is divided into two primary appropriation accounts, Operations, Research, and Facilities; and Procurement,
Acquisition, and Construction, for both of which the following six programs apply:

e The National Ocean Service (NOS) provides scientific, technical, and management expertise to promote safe
navigation; protects and restores coastal and marine resources damaged by natural or human-induced threats; and
manages and preserves coastal and ocean environments.

e The National Marine Fisheries Service (NMFS) manages and conserves the living marine resources within the
200-mile U.S. Exclusive Economic Zone. NMFS is dedicated to the stewardship of living marine resources through
science-based conservation and management.

e The Office of Oceanic and Atmospheric Research (OAR) provides the research and technology development
necessary to improve NOAA climate, weather, coastal, and ocean services. OAR supplies the scientific information
to advise national policy decisions in such areas as climate change, air quality, coastal resource management, and
stratospheric ozone depletion.

e The National Weather Service (NWS) provides weather, hydrologic, and climate forecasts and warnings for
the United States, its territories, adjacent waters, and ocean areas, for the protection of life and property and the
enhancement of the national economy.

e The National Environmental Satellite, Data and Information Service (NESDIS) operates the polar-orbiting and
geostationary operational environmental satellites and manages NOAA's environmental data collections for use in
studying long-term environmental change.

o Program Support provides overall NOAA management, planning, and administrative support for NOAA. Program
Support promotes environmental literacy and develops and sustains a world-class workforce. Program Support
provides for repair, restoration, and other construction efforts, along with NOAA-wide environmental compliance and
safety issues. With Program Support, the Office of Marine and Aviation Operations operates and maintains NOAA's
ships and aircraft and uses them to collect data to support NOAA's mission.

The U.S. Patent and Trademark Office (USPTO) fosters innovation and competitiveness by providing high quality
and timely examination of patent and trademark applications, guiding domestic and international intellectual property
(IP) policy, and delivering IP information and education worldwide. Two distinct business lines, Patents and Trademarks,
administer the patent and trademark laws which provide protection to inventors and businesses for their inventions and
corporate and product identifications, and encourage innovation and scientific and technical advancement of U.S. industry
through the preservation, classification, and dissemination of patent and trademark information. economic GrowTH
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The National Institute of Standards and Technology (NIST) promotes U.S. innovation and industrial competitiveness
by advancing measurement science, standards, and technology in ways that improve economic security and quality of
life. NIST develops and disseminates measurement techniques, reference data, test methods, standards, and other
technologies and services needed by U.S. industry to compete in the 21st century. The NIST laboratories provide the
measurement science and physical standards that are essential components of the technology infrastructure underpinning
U.S. innovation. NIST's Technology Innovation Program (TIP) supports innovative, high-risk, high-reward research in
areas of critical national need where the government has a clear interest due to the magnitude of the problems and
their importance to society. Through federal-state-local and private sector partnerships, NIST's Hollings Manufacturing
Extension Partnership (MEP) provides technical and business assistance to manufacturers through a nationwide network
of centers in all 50 states and Puerto Rico. The Baldrige National Quality Program promotes proven quality and performance
management practices to strengthen U.S. companies, educational organizations, and health care providers. Recognized
worldwide, the program furthers organizational excellence through education, outreach, and annual awards. economic
GROWTH

The National Technical Information Service (NTIS) collects and preserves scientific, technical, engineering, and
other business-related information from federal and international sources, and disseminates it to the U.S. business and
industrial research community. SCIENCE AND INFORMATION

The National Telecommunications and Information Administration (NTIA) develops domestic and international
telecommunications and information policy for the executive branch; ensures the efficient and effective management and
use of the federal radio spectrum; and performs state-of-the-art telecommunications research, engineering, and planning.
ECONOMIC GROWTH, SCIENCE AND INFORMATION

On the following pages is a listing of the key measures of each of the bureaus in the Department. This list is not all-
inclusive. Further information concerning these and other performance measures can be found in Appendix A. The status
of a given measure is either exceeded (more than 125 percent of the target), met (100 to 125 percent of target), slightly
below (95 to 99 percent of the target), or not met (below 95 percent of target).
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THEME
Theme 1:

Economic
Growth

MANAGEMENT'S DISCUSSION AND ANALYSIS

KEY PERFORMANCE MEASURES

PERFORMANCE MEASURE
Patent quality composite rate (USPTO)
Patent total pendency (months) (USPTO)
Trademark final compliance rate (USPTO)

Trademark average total pendency (months)
(USPTO)

Private investment leveraged — 9 year totals
(EDA)

Jobs created/retained — 9 year totals (EDA)
Dollar value of contract awards obtained (MBDA)
Dollar value of financial awards obtained (MBDA)
Miles of broadband networks deployed (NTIA)
Community anchor institutions connected (NTIA)
New and upgraded computer workstations (NTIA)

New household and business subscribers to
broadband (NTIA)

Qualitative assessment and review of technical
quality and merit using peer review (NIST)

Standard Reference Materials (SRM) sold (NIST)

Annual cost savings resulting from the adoption
of MAS recommendations contained in MAS
studies and analysis (ITA)

Increased sales attributed to Hollings MEP
centers receiving federal funding (NIST)

Cost savings attributed to Hollings MEP centers
receiving federal funding (NIST)

Number of clients assisted by US&FCS (ITA)

Commercial diplomacy success (cases) (annual)
(ITA)

Number of actions that result in a deterrence or
prevention of a violation and cases which result in
a criminal and/or administrative charge (BIS)

Percent of industry-specific trade barriers
addressed that were removed or prevented (ITA)

Number of compliance and market access cases
resolved successfully (ITA)

Dollar value of U.S. export content in advocacy
cases won (ITA)

TARGET
48-56
34.7
97.0%
12.0

$1,810M

52,700
$1.10B
$0.90B
50,000
10,000
35,000
350,000

Complete annual peer
review

31,000
$250M

$2,000M from FY 2011
funding

$1,700M from FY 2011
funding

20,709
152

850

20%

80

$198B

ACTUAL
72.4
32.4

97.1%
10.2

$1,620M"

45,800

$1.16B

$1.56B

72,1522

10,0452

36,3472

388,679?

Completed
33,441

$0M

$2,700M from FY 2011
funding

$966M from FY 2011
funding

18,945
215

1,162

37%

89

$74B

1 Estimates as of November 15, 2012. EDA expects to meet or be slightly below the targets with the release of final performance data.
2 Actuals as of June 30, 2012. NTIA anticipates exceeding all its targets with fourth quarter data.
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Exceeded

Exceeded
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KEY PERFORMANCE MEASURES (continued)

THEME
Theme 2:

Science and
Information

PERFORMANCE MEASURE

Number of information products disseminated
(NTIS)

Complete key activities for cyclical census
programs on time to support effective decision-
making by policymakers, businesses, and the
public and meet constitutional and legislative
mandates (ESA/CENSUS)

Achieve pre-determined collection rates for
Census Bureau censuses and surveys to provide
statistically reliable data to support effective
decision-making of policymakers, businesses, and
the public (ESA/CENSUS)

Release data products for key Census Bureau
programs on time to support effective decision-
making of policymakers, businesses, and the
public (ESA/CENSUS)

Timeliness: Reliability of delivery of economic data
(number of scheduled releases issued on time)
(ESA/BEA)

Accuracy: Percent of GDP estimates correct
(ESA/BEA)

Severe weather warnings for tornadoes — Lead
time (minutes) (NOAA)

Severe weather warnings for tornadoes (storm-
based) — Accuracy (%) (NOAA)

Hurricane forecast track error (48 hours) (nautical
miles) (NOAA)

Hurricane forecast intensity error (48 hours)
(difference in knots) (NOAA)

TARGET ACTUAL STATUS
49,878,000 54,592,481
At least 90% of key At least 90% of key
activities completed activities completed
on time on time
At least 90% of key At least 80% of key
censuses and surveys censuses and surveys
meet/exceed collection  met/exceeded collection Not Met*

rates/levels of reliability  rates/levels of reliability

100% of Economic ® 100% of Economic

Indicators released Indicators released on
on time time
At least 90% of ® Atleast 90% of
key prep activities key prep activities
completed on time completed on time
62 62
> 85% 87%
B
13 12 Slightly Below
[o) 0/,.5
e ke Slightly Below
5

4 Whereas this target appears to have been met, there are extenuating circumstances. The Survey of Income Program and Participation (SIPP) is a
longitudinal (cannot add to sample) survey that realizes a decrease in response rates as the survey progresses and respondents decline participation.
The Annual Capital Expenditures Survey (ACES) consists of businesses (sample) without employees. Their unwillingness to participate in the survey had
a negative impact on the response rate that resulted in missing the targets through the third quarter of FY 2012.

5 Estimates. Pending collection of final performance data.

(continued)
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MANAGEMENT'S DISCUSSION AND ANALYSIS

THEME
Theme 3:

Environmental
Stewardship

PERFORMANCE MEASURE

Error in global measurement of sea surface
temperature (NOAA)

Fish stock sustainability index (FSSI) (NOAA)

Percentage of fish stocks with adequate
population assessments and forecasts (NOAA)

Number of habitat acres restored (annual) (NOAA)

Annual number of coastal, marine, and Great
Lakes habitat acres acquired or designated for
long-term protection (NOAA)

Percentage of U.S. coastal states and territories
demonstrating 20% or more annual improvement
in resilience capacity to weather and climate
hazards (%/year) (NOAA)

Hydrographic survey backlog within navigationally
significant areas (square nautical miles surveyed
per year) (NOAA)

Percent of U.S. and territories enabled to benefit
from a new national vertical reference system for

improved inundation management (NOAA)
Theme 4: Number of referrals made (DM)

Customer
Service

Theme 5:

Organizational
Excellence

Number of companies engaged - field operations
(DM)

Provide accurate and timely financial information
and conform to federal standards, laws, and
regulations governing accounting and financial
management (DM)

Effectively use commercial services management
(DM)

® Increase use of )

® Decrease

TARGET ACTUAL STATUS
OISOOC 0‘560C m
603.5 606 | we |
57.4% 56.1% .

(132/230) (129/230) gty
80,007 8,2428
69,550 8,694,0707

Exceeded
34% 46%
Exceeded
2,200 2,947 “
20% 23.9% “
1,100 703 | NotMat |
e Eliminate any e Did not eliminate
significant deficiency significant deficiency
within 1 year of
determination that e Completed tA—123
there is a significant assessmen
deficiency
e Complete FY 2012
A-123 assessment of
internal controls

1% increase
competition by

2% measured by
procurement dollars
awarded

® 16% decrease

Slightly Below
procurement dollars

awarded on cost-
reimbursement, time
and materials, and
labor hour contracts
by 10%

6 Acres restored with funding from the Pacific Coastal Salmon Recovery Fund were not available at the time of publication. The acres shown were

restored with Habitat Program funding, which exceeded the target of 6,007.

7 Acres acquired or designated was exceeded due to the expansion of the Fagatele Bay National Marine Sanctuary in American Samoa to include five

additional discrete sites.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

KEY PERFORMANCE MEASURES (continued)

THEME PERFORMANCE MEASURE TARGET ACTUAL STATUS

Theme 5: Improve the management of information o [T investments ® 75% of major IT

Organizational fechnology (DM)
Excellence
(continued)

Dollar value of financial benefits identified by the

0I1G (01G)

Theme 6: Acquire and maintain diverse and highly qualified
Workforce staff in mission-critical occupations (DM)

Excellence

PERFORMANCE

have cost/schedule
overruns and
performance
shortfalls averaging
less than 10%

e Perform IT security
compliance review
of all operating
units, and 10 FISMA
systems in CSAM

® Increase security
training completion
rate to 80% for
privileged users
(role-based)

® Deploy 80% of the
required NCSD 3-10
communications
capabilities. Expand
cyber intelligence
communications
channel to all
operating unit
Computer Incident
Response Teams.

$39.0M

o Meet or exceed the
80-day hiring goals
mandated by OPM

e Train 100-200
participants
on leadership
development
programs via ALDP,
ELDP, and APCP

e Train 180-200
participants via
Careers in Motion

AND

investments have cost/
schedule overruns and
performance shortfalls
averaging less than
10%

Completed 29 IT
security assessments.
Conducted IT security
compliance checks

of all Department
operating units and
in-depth internal control
review meetings with
five selected operating
units as part of the
Department’s IT internal
control review program.

Trained Authorizing
Officials and System
Owners throughout
the Department with
quarterly workshops.
Achieved greater
than 85% of required
security training for
privileged users
(role-based).

The Department is
currently at 50%.
Required equipment
and systems are
installed at the
Herbert C. Hoover
Building. Deploying
classified connectivity
to all outside bureau
components.

$175.8M

Exceeded

84 calendar days

122 Department
participants in
leadership development
programs

711 participants in
Careers in Motion
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FTE, FUNDING, AND PERFORMANCE SUMMARY
THEME 1: ECONOMIC GROWTH

I he following three strategic goals (and their applicable bureaus) apply to this theme.

e Strategic Goal — Innovation and Entrepreneurship: Develop the tools, systems, policies, and technologies critical
to transforming our economy, fostering U.S. competitiveness, and driving the development of new businesses (USPTO,
EDA, NIST, NTIA)

e Strategic Goal — Market Development and Commercialization: Foster market opportunities that equip businesses
and communities with the tools they need to expand, creating quality jobs with special emphasis on unserved and
underserved groups (EDA, MBDA, ITA, NIST)

e Strategic Goal — Trade Promotion and Compliance: Improve our global competitiveness and foster domestic job
growth while protecting American security (ITA, BIS, NTIA)

Of all the themes within the Department, the Economic Growth theme accounted for 39 percent of the total funding, and
39 percent of the full-time equivalent (FTE). Within the Economic Growth theme, the Innovation and Entrepreneurship
goal accounted for 84 percent of the FTE and 78 percent of the theme funding. This goal includes all of the U.S. Patent
and Trademark Office (USPTO) and portions of the Economic Development Administration (EDA), the National Institute
of Standards and Technology (NIST), and the National Telecommunications and Information Administration (NTIA).
Market Development, the smallest of the three goals in terms of FTE and funding, accounted for 3 percent of FTE and
9 percent of the theme funding. This goal includes all of the Minority Business Development Agency (MBDA), and portions
of EDA, the International Trade Administration (ITA), and NIST. The Trade Promotion goal accounted for 13 percent of
FTE and 13 percent of the theme funding. This goal includes all of the Bureau of Industry and Security (BIS), and portions
of ITA and NTIA.

ECONOMIC GROWTH TOTAL RESOURCES

FUNDIN G (Dollars in Millions) FTE

1,953

13,531
526

Il Innovation/Entrepreneurship I Market Development Trade Promotion

FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT
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ECONOMIC GROWTH ECONOMIC GROWTH
PERFORMANCE RESULTS STATUS OF CURRENT MEASURES

M Improving M Stable M Declining New Measure
M Exceeded M Vet Slightly Below M Not Met M No Trend Due to Volatility of Funding

Improving, stable, or declining measures have at least three years of data.

STRATEGIC GOAL - INNOVATION AND ENTREPRENEURSHIP: Develop the tools, systems, policies, and technologies

critical to transforming our economy, fostering U.S. competitiveness, and driving the development of new businesses

OBJECTIVE FUNDING
NUMBER OBJECTIVE (Dollars in Millions) FTE
Improve intellectual property protection by reducing patent pendency,
1 maintaining trademark pendency, and increasing the quality of issued patents $2,329.6 10,342

and trademarks (USPTO)

Expand international markets for U.S. firms and inventors by improving the

protection and enforcement of intellectual property rights (USPTO) VR (e

Stimulate high-growth business formation and entrepreneurship, through
3 investing in high-risk, high-reward technologies and by removing impediments $57.1 58
to accelerate technology commercialization (EDA)

Drive innovation by supporting an open global Internet and through
4 communications and broadband policies that enable robust infrastructure, $77.3 160
ensure integrity of the system, and support e-commerce (NTIA)

Provide measurement tools and standards to strengthen manufacturing, enable

innovation and enhance efficiency (NIST) $774.7 2849
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STRATEGIC GOAL — MARKET DEVELOPMENT AND COMMERCIALIZATION: Foster market opportunities

that equip businesses and communities with the tools they need to expand, creating quality jobs
with special emphasis on unserved and underserved groups

OBJECTIVE FUNDING
NUMBER OBJECTIVE (Dollars in Millions)
1 Promote the advancement of sustainable technologies, industries, and

6 . $26.7
infrastructure (EDA)

7 Promote the vitality and competitiveness of our communities and businesses, $234.4
particularly those that are disadvantaged or in distressed areas (EDA, MBDA) ‘

8 Improve the competitiveness of small and medium-sized firms in $185.3

manufacturing and service industries (ITA, NIST)

T The measures that apply to this objective also apply to Objective 3 and are reflected in the status of that objective.

STRATEGIC GOAL — TRADE PROMOTION AND COMPLIANCE: I/mprove our global competitiveness

and foster domestic job growth while protecting American security

228

285

OBJECTIVE FUNDING
NUMBER OBJECTIVE (Dollars in Millions)
Increase U.S. export value through trade promotion, market access,
9 compliance, and interagency collaboration (including support for small and $350.2

medium enterprises) (ITA)

Implement an effective export control reform program to advance national
X . n $101.0
security and overall economic competitiveness (BIS)

Develop and influence international standards and policies to support the
11 full and fair competitiveness of the U.S. information and communications $2.2
technology sector (NTIA)

Vigorously enforce U.S. fair trade laws through impartial investigation of
12 complaints, improved access for U.S. firms and workers, and fuller compliance $87.9
with antidumping/countervailing duty remedies (ITA)

FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT
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THEME 2: SCIENCE AND INFORMATION

his theme has only one strategic goal, that being, “Generate and communicate new, cutting-edge scientific
understanding of technical, economic, social, and environmental systems.” The Economics and Statistics
Administration’ (ESA) Census Bureau and Bureau of Economic Analysis (BEA), the National Oceanic and Atmospheric
Administration (NOAA), the National Technical Information Service (NTIS), and NTIA all contribute to this goal and theme.

Off all the themes within the Department, the Science and Information theme accounted for 43 percent of the total

funding, and 47 percent of the FTE.

SCIENCE AND INFORMATION TOTAL RESOURCES

FUNDIN G (Dollars in Millions) FTE

$89.3

205 —|

5,054

$1.098.3 $3,447.6
11,797
Objective 13 B Objective 14 B Objective 15
SCIENCE AND INFORMATION SCIENCE AND INFORMATION
PERFORMANCE RESULTS STATUS OF CURRENT MEASURES
3 '
M Exceeded [ Met Slightly Below [l Not Met M Improving M Stable M Declining New Measure

Improving, stable, or declining measures have at least three years of data.

20
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MANAGEMENT'S DISCUSSION AND ANALYSIS

STRATEGIC GOAL: Generate and communicate new, cutting-edge scientific understanding of technical,

economic, social, and environmental systems

OBJECTIVE

Increase scientific knowledge and provide information to stakeholders to
support economic growth and to improve innovation, technology, and public
safety (NTIS, NTIA)

Enable informed decision-making through an expanded understanding of the
U.S. economy, society, and environment by providing timely, relevant, trusted,
and accurate data, standards, and services (ESA/CENSUS, ESA/BEA, NOAA)

Improve weather, water, and climate reporting and forecasting (NOAA)

PERFORMANCE AND ACCOUNTABILITY REPORT

FUNDING
(Dollars in Millions)

$89.3

$3,447.6

$1,098.3

FTE

205

11,797

5,054
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THEME 3: ENVIRONMENTAL STEWARDSHIP

his theme has only one strategic goal, that being, “Promote economically-sound environmental stewardship and
science.” NOAA is the only bureau that contributes to this theme. Environmental Stewardship accounted for
17 percent of funding and 13 percent of FTE.

ENVIRONMENTAL STEWARDSHIP TOTAL RESOURCES

FUN D IN G (Dollars in Millions) FTE'

$281.4
693 ]

1,352

$531.0 $976.1

3,122

Objective 16 B Objective 17 [l Objective 18
! Estimates.
ENVIRONMENTAL STEWARDSHIP ENVIRONMENTAL STEWARDSHIP
PERFORMANCE RESULTS STATUS OF CURRENT MEASURES
M Exceeded [ Met Slightly Below [l Not Met [ Improving M Stable M Declining New Measure

Improving, stable, or declining measures have at least three years of data.
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STRATEGIC GOAL: Promote economically-sound environmental stewardship and science

OBJECTIVE FUNDING
NUMBER OBJECTIVE (Dollars in Millions) FTE!
16 Support climate adaptation and mitigation (NOAA) $281.4 693
17 Develop sustainable and resilient fisheries, habitats, and species (NOAA) $976.1 3,122
18 i:;sp)tr;ci)r:‘;Elc;a(s’:cleél)gzr)nmumtles that are environmentally and economically $531.0 1352
1 Estimates.
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MANAGEMENT THEMES (THEMES 4, 5, AND 6)

he following three management themes have been grouped together since their combined activities reflect that
of only two bureaus: Departmental Management (DM) and the Office of Inspector General (OIG).

e Customer Service
e Organizational Excellence

o Workforce Excellence

MANAGEMENT THEMES TOTAL RESOURCES

FUN D IN G (Dollars in Millions) FTE

$9.2—|
$4.9
$73.2
297
Customer Service [ Organizational Excellence [ Workforce Excellence
MANAGEMENT THEMES MANAGEMENT THEMES
PERFORMANCE RESULTS STATUS OF CURRENT MEASURES

d

M Exceeded [ Met Slightly Below [l Not Met M Improving M Stable M Declining New Measure

Improving, stable, or declining measures have at least three years of data.
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The tables below show the strategic goals and objectives for the Customer Service, Organizational Excellence, and
Workforce Excellence themes that have FY 2012 funding and FTE. Note that the Department has not yet provided
funding and FTE for Objectives 20, 26, and 27.

THEME 4: CUSTOMER SERVICE
STRATEGIC GOAL: Create a culture of outstanding communication and services to our internal and external customers

OBJECTIVE FUNDING
NUMBER OBJECTIVE (Dollars in Millions) FTE
Provide streamlined services and a single point of contact assistance for cus-
19 tomers, improving interaction and communication through CommerceConnect, $2.4 N/AT

partnerships, and other means of stakeholder involvement (DM)

Provide a high level of customer service to our internal and external customers
21 through effective and efficient functions implemented by empowered $6.8 N/AT
employees (DM)

T All of DM FTE is shown in Objective 22.

THEME 5: ORGANIZATIONAL EXCELLENCE

STRATEGIC GOAL: Create a high-performing organization with integrated, efficient, and effective service delivery

OBJECTIVE FUNDING
NUMBER OBJECTIVE (Dollars in Millions) FTE
Strengthen financial and non-financial internal controls to maximize program
22 efficiency, ensure compliance with statutes and regulations, and prevent $55.7 297

waste, fraud, and abuse of government resources (DM, OIG)

Re-engineer key business processes to increase efficiencies, manage risk, and

1

zs strengthen effectiveness (DM) B N/A
Create an IT enterprise architecture that supports mission-critical business and

24 programmatic requirements, including effective management of cyber security $13.7 N/AT

threats (DM)
T All of DM FTE is shown in Objective 22.

THEME 6: WORKFORCE EXCELLENCE

STRATEGIC GOAL: Develop and support a diverse, highly qualified workforce with the

right skills in the right jobs to carry out the Department's mission

OBJECTIVE FUNDING
NUMBER OBJECTIVE (Dollars in Millions) FTE
Recruit, grow, develop, and retain a high-performing diverse workforce with
25 the critical skills necessary for mission success, including the next generation $4.9 N/AT

of scientists and engineers (DM)
1 All of DM FTE is shown in Objective 22.
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MANAGEMENT CONTROLS

he Department’s management is responsible for establishing and maintaining effective internal control

and financial management systems that meet the objectives of the Federal Managers' Financial Integrity

Act (FMFIA). During FY 2012, the Department assessed its internal control over the effectiveness
and efficiency of operations and compliance with applicable laws and regulations in accordance with Office of
Management and Budget (OMB) Circular A-123, Management's Responsibility for Internal Control. As a result,
the Department is able to provide a qualified statement of assurance that its internal controls and financial
management systems meet the objectives of FMFIA, with the exception of one material weakness as discussed
below.

During FY 2012, the Department assessed its internal control over the effectiveness and efficiency of operations
and compliance with applicable laws and regulations in accordance with OMB Circular A123, Management's
Responsibility for Internal Control. Based on the results of this evaluation, the Department identified one material
weakness in financial management oversight at the National Oceanic and Atmospheric Administration (NOAA).
This weakness is related to the budgetary controls issues identified for the unauthorized reprogramming of
funds at the National Weather Service (NWS) and other potential matters under review by the Department, and
accounting for satellites and property at NOAA. The Department’s, Office of General Counsel has determined
that the unauthorized reprogramming of NWS funds to be a violation of the Anti-Deficiency Act. Other than this
exception, internal controls were operating effectively and no other material weaknesses were found.

The supplemental funding received under the American Recovery and Reinvestment Act of 2009 continued
to receive comprehensive programmatic and administrative attention throughout the Department in order to
achieve the legislative goals attributable to it. Funds have been awarded and expended for authorized purposes
in as prompt and efficient a manner as possible while safeguarding against fraud, waste, and abuse. Reporting
associated with this funding has been performed clearly, transparently, and comprehensively. Monitoring has
been and will continue to be conducted to insure that recipients are meeting the goals stated in their application
and as incorporated into award documents, and will also focus on the results of these activities.

The Department also assessed the effectiveness of management and administrative internal controls. The Office
of Human Resources Accountability coordinated and/or led six Delegated Examining on-site accountability and
oversight audits at several bureaus and operating unit human resources offices. During FY 2012, the Office of
Human Resources Management (OHRM) continued to strengthen its policies and practices in safeguarding
personally identifiable information (PIl) by making improvements in applications like the Performance Payout
System to store all Pll information in encrypted form in the next release of software. In June 2012, the
Government Accountability Office (GAO) reported on the accuracy of the Federal Real Property Profile (FRPP).
In anticipation of further direction from the General Services Administration (GSA), the Department has begun to
review and validate all FRPP data. In September 2012, OMB required all agencies to conduct a thorough review
of the policies and controls associated with conference-related activities and expenses. The Department's Office
of Administrative Services (OAS) continues to address and resolve the issues identified and has implemented
a plan of action.
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Based on reviews conducted by the Department, it has been able to determine that its financial systems are

in conformance with government-wide requirements.

Dr. Rebecca Blank
Acting Secretary of Commerce
November 15, 2012

FEDERAL MANAGERS’” FINANCIAL INTEGRITY ACT (FMFIA) OF 1982

The objective of the Department’s management control system is to provide reasonable assurance that:
e Obligations and costs are in compliance with applicable laws;
e Assets are safeguarded against waste, loss, and unauthorized use of appropriations;

e Revenues and expenditures applicable to Agency operations are properly recorded and accounted for, permitting
accurate accounts, reliable financial reports, and full accountability for assets; and

e Programs are efficiently and effectively carried out in accordance with applicable laws and management policy.

During FY 2012, the Department reviewed its management control system in accordance with the requirements of
FMFIA, and OMB and Departmental guidelines.

SECTION 2 OF FMFIA - INTERNAL MANAGEMENT CONTROLS

Section 2 of FMFIA requires that federal agencies report, on the basis of annual assessments, any material weaknesses
that have been identified in connection with their internal and administrative controls. The efficiency of the Department'’s
operations is continually evaluated using information obtained from reviews conducted by GAO and the Office of Inspector
General (OIG), evaluations conducted by other federal agencies such as the Office of Personnel Management (OPM), and
other specifically requested studies. The diverse reviews that took place during FY 2012 relative to non-financial controls
provide assurance that Department systems and management controls comply with standards established under FMFIA.

One material weakness related to financial controls management oversight at NOAA was identified for the period
July 1, 2011 through June 30, 2012, the reporting period established by OMB Circular A-123. This weakness is related to
the budgetary controls issues identified for the unauthorized reprogramming of funds at NWS and other potential matters
under review by the Department, and accounting for satellites and property at NOAA. Further, with limited review and
inquiries, other than the exception noted, no material weaknesses related to internal control over financial reporting were
identified between July 1, 2012 and September 30, 2012.
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The following table reflects the number of material weaknesses reported under Section 2 of FMFIA in recent years by
the Department.

NUMBER OF MATERIAL WEAKNESSES UNDER SECTION 2

NUMBER AT NUMBER REMAINING
BEGINNING OF NUMBER CORRECTED NUMBER ADDED AT END OF FISCAL

FISCAL YEAR YEAR

FY 2008 1 0 0 1

FY 2009 1 0 0 1

FY 2010 1 1 0 0

FY 2011 0 0 0 0

FY 2012 0 0 1 1

Key Administrative and Management Internal Control Activities

Human Resource Management

In compliance with the FMFIA, OHRM provides the following information regarding the adequacy of management and
internal control systems. Highlights of OHRM's FY 2012 accomplishments relative to management and internal controls
are detailed below.

Strategic Human Capital Management. The Department developed a strategic approach to accountability in human
capital management that proactively addresses the challenges of aligning human capital strategies with Department
strategies, and to improve leadership, knowledge management, acquisition of talent, and performance. Updates to the
Department’s hiring policies were made in support of President Obama’s memorandum dated May 11, 2010, Improving
the Federal Recruitment and Hiring Process; and OPM Director's Memorandum, Comprehensive Recruitment and Hiring
Reform, Implementation of the President’s Memorandum of May 11, 2010.

Oversight and Accountability Audits. In accordance with Title 5, U.S. Code § 1104(a)(2) and Executive Order 13197,
“Government wide Accountability for Merit Systems Principles; Workforce Information,” dated January 18, 2001,
Interagency Delegated Examining Agreement Number DOC-1, between OPM and the Department, and Human Resources
(HR) Bulletin #036, FY 2006, Human Resources Management Accountability System, the Office of Human Resources
Accountability coordinated and/or led six Delegated Examining on-site audits at several bureaus and operating unit human
resources offices.

Administrative. During FY 2012, the Director for Human Resources Management continued to monitor internal
controls for each OHRM office to mitigate risks identified. Weekly monitoring of OHRM's budget was conducted by
the Director and Deputy Director and quarterly meetings were held with staff from the Office of Financial Management.
OHRM has a multi-level review process for all purchases. Typically, the signature from the requestor, the budget officer,
the Deputy Director, and the Director are required before any funds are expended for equipment, supplies or training.
Property management continued to be a high priority for OHRM during FY 2012. All accountable property is physically
signed down to an end-user after it has been assigned in Sunflower, the Department’s property management system.
Training for new property custodians continued throughout the year. A complete physical inventory of OHRM's property
was completed in the fourth quarter of FY 2012.
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Protecting Personally Identifiable Information (PIl). OHRM/OPM and information technology (IT) remains vigilant to
ensure that Pll records are secure. This includes the following OHRM PII security controls:

e® Annual audit/review of users’ access and permissions to sensitive data.
e Identification, implementation, and communication of existing policies that are compliant with safeguarding PII.

e Exposure of security gaps and providing recommendations to patch the gaps. When the gaps are reviewed and
identified, a plan of action and milestones (POA&M) is opened, and the issue is tracked and resolved. In 2011 issues
with password length were identified in some of the General Support System applications and changes were made
to resolve them.

e Communication of the need for and monitoring of the completion of Department-wide IT security awareness training.

Administrative Services

In September 2012, OMB required all agencies to conduct a thorough review of the policies and controls associated
with conference-related activities and expenses. OAS continues to address and resolve the issues identified through the
following activities:

e Allbureaus are required to provide OAS with information and details on conferences with costs greater than $75 thousand.
OAS is responsible for gathering appropriate data, conducting independent cost validations, ensuring the details of events
are accurate and complete, and preparing a synopsis with high-level information for Department senior management
review.

o OAS has developed draft policies for distribution, which are currently being updated to reflect more recent guidance
from OMB. Anticipated finalization is no later than October 31, 2012. OAS is also responsible for quarterly reporting
to the Department OIG on the status of conference spending and associated contracting tasks. The Department
has contracted with a third party to compile, review, and analyze the FY 2012 conference spend plan, and to set up
quarterly processes for future reporting.

In June 2012, GAO reported on the accuracy of the FRPP. In anticipation of further direction from GSA, the Department
has begun to review and validate all FRPP data. In addition, the OIG made several recommendations after a review of the
Herbert C. Hoover Building (HCHB) Renovation Project to protect against cost overruns, schedule delays, and disruptions
to employee productivity and safety. OAS has developed and implemented a plan to address the issues identified. Internal
control activities for addressing these concerns include:

e Inclusion of metrics for the HCHB renovation in the Department’s balanced scorecard, which are measured to assess
budget, schedule, project scope, and frequency of customer disruptions;
o Bi-weekly briefings to the Deputy Assistant Secretary for Administration on the project status; and

e Bi-weekly meetings with a Working Overarching Product team, senior bureau managers, and the GSA senior project
manager.
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IT Security Receives Continued Focus

The Office of the Chief Information Officer (OCIO) conducts reviews of IT investments to ensure their efficiency and
effectiveness in supporting the Department’s mission. The Department, following OMB policies and guidelines and
complying with Federal Information Security Management Act (FISMA) requirements, oversees and manages IT resources
by establishing and implementing policies and controls to mitigate IT risks.

As part of its compliance and oversight efforts in FY 2012, the OCIO conducted IT security compliance one-on-one evaluations
with five bureau ClOs; completed IT compliance checks on all Department bureaus; and performed an additional 10 security
assessments of programs, applications, and information systems. The Department also engaged the Department of Homeland
Security (DHS) to perform an independent assessment of Office of Secretary information systems components. The Depart-
ment’s CIOs continue to use the balanced scorecard to track progress on critical IT security controls, including continuous
monitoring under the new Risk Management Framework guidance, configuration, vulnerability, and patch management.

Although there are continuing IT security management issues, the Department has made a significant effort to enhance
its security posture by improving continuous monitoring, developing an IT Security Shared Services initiative, and taking
concrete steps to institute a sustainable IT security program.

Accomplishments resulting from the Department's efforts to address the deficiencies include additional policies and
guidance on POA&M management, vulnerability scanning and patch management, secure configuration checklist, password
management, risk management framework guidelines, and safeguarding information while on foreign travel. The Department
also continued the IT Audit Working Group, a joint effort between the OCIO and the Office of Financial Management to
resolve prior year findings. The Department also launched an IT Security Shared Services initiative to centralize selected IT
security processes and functions within the HCHB campus, including common controls, independent security assessments,
configuration management, and IT security training. The Department continues to develop and implement Enterprise
Cyber security Monitoring and Operations (ECMQO) for continuous monitoring of IT security-related events throughout the
Department. The Department also continues to press forward to identify resources to develop an Enterprise Security
Operations Center (ESOC). While these improvements will allow the Department to elevate its IT security posture, more
work still remains to be achieved. The OIG has noted IT security control deficiencies in security categorizations, vulnerability,
and patch management; secure configuration settings,; IT security role-based training; and POA&M management in the
FY 2012 FISMA report.

Accomplishments toward FVIFIA

To ensure that the Department effectively manages ongoing IT security concerns, the OCIO has been developing a Cyber
Security Strategic Plan to strengthen its IT security posture and operations. Additionally, the OCIO security office continues
to conduct rigorous IT security compliance reviews based on FISMA requirements, OMB policy, and National Institute of
Standards and Technology (NIST) standards and guidelines, and previous OIG recommendations.

In addition to completing most significant corrective actions addressing IT security deficiencies, the following are highlights
significant to IT security accomplishments in FY 2012:

OCIO Balanced Scorecard and IT Security Performance Measures. Developed and measured metrics quarterly in the
OCIO balanced scorecard, including POA&M management, internal control reviews, cyber scope and general vulnerability
scans, and continuous monitoring. Implemented and tracked progress on “Top 3" security controls; and configuration,
vulnerability and patch management; and monitored progress on additional controls selected by operating units.
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Enterprise Initiatives. Implemented Managed Trusted Internet Protocol Service (MTIPS) to support the operating units
within the HCHB in accordance with OMB's Trusted Internet Connection (TIC) initiative. Twelve of the 14 Department
operating units will be in compliance with OMB's TIC initiative by the end of 2012. Awarded contract for ECMO for continuous
monitoring of security-related information across the Department. At least half of the operating units should complete
installation by the end of 2012. Commenced the DHS cyber hygiene initiative to assess the “health” of the Department’s
unclassified systems reachable via the Internet on a recurring basis. Cyber hygiene activities consist of network mapping,
non-authenticated vulnerability scanning, and configuration review of common services (e.g., as Domain Name System
(DNS)) for errors or deviations from accepted best practices.

IT Security Policy. Issued Department policies for vulnerability scanning and patch management, security configuration
checklist program, POA&M management, risk management framework, password management and safeguarding information
while on foreign travel. Also issued frequently asked question guidance on the Commerce Interim Technical Requirements
(CITR) implementation. Issued Department-wide guidance for the secure implementation, use, and management of mobile
technology.

Compliance. Completed 29 IT security assessments, exceeding the OCIO's FY 2012 target of 24 assessments. Conducted
IT security compliance checks of all Department operating units and in-depth internal control review meetings with five
selected operating units as part of the Department’s IT internal control review program. Engaged two independent
assessments of the Office of Secretary, including one performed by the National Security Administration and another
provided by DHS. Continued to hold monthly IT Audit Working Group meetings to address remediation of FY 2011
FFMIA IT findings in a timely manner. Migrated Cyber Security Assessment and Management (CSAM) application from
Department environment to Department of Justice Cloud environment. Performed monthly reviews of selected Department
IT investments and provided IT security program compliance ratings. Launched monthly DHS cyber scope data feeds in
October 2011. Developed Department dashboards for tracking and monitoring of vulnerability data.

Shared Services. As an effort to increase efficiency and improve cyber security posture, the OCIO launched the HCHB
Security Shared Services initiative, including formation of a working group that meets weekly. Created charter and
developed action plans to implement shared services starting in the first quarter of FY 2013. The focus areas include
common controls, IT security training, IT security assessments, and configuration management.

IT Security Training. In an effort to improve the FISMA reporting metrics, multiple instructor-led training and webinars
were offered for authorizing officials and system owners. Attendees included individuals from the National Oceanic and
Atmospheric Administration (NOAA), the National Telecommunications and Information Administration (NTIA), the U.S.
Patent and Trademark Office (USPTO), NIST, the Bureau of Industry and Security (BIS), the Office of Secretary, the Census
Bureau, the Economic Development Administration (EDA), and the International Trade Administration (ITA); a total of
144 individuals participated in the training. Launched tracking of Department’'s compliance with role-based training policy
for employees with significant IT security roles and responsibilities. Developed training and webinars to assist in preparing
employees for implementation of revised Department FISMA reporting tool.

IT Investment Review Process. Since IT expenditures constitute such a large portion of the Department’s annual
budget (an IT portfolio of $2.5 billion for FY 2012), it is imperative that special management attention be given to the
Department’s proposed and continuing IT investments. This is done through an OCIO-led capital planning and investment
control process, which continues to be strengthened to provide broader and deeper analysis of proposed IT investments,
projects under development, and projects recently completed and deployed, as well as of the overall performance of the
IT portfolio.
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This process is based on OMB Circular A-11, Exhibit 300, “Capital Asset Plan and Business Case Summary,” and Exhibit 53,
“Agency IT Investment Portfolio,” and has linkage to all Department IT planning processes and documents. In a cooperative
effort with the Office of Budget and the Office of Acquisition, the OCIO established the OMB Exhibit 300 as the primary
documentation for summarizing the business case for each IT project, and as the foundation for IT budget justifications, IT
acquisition approvals, and major system reviews. This provides the Department with a consistent foundation for monitoring
the selection, control, and evaluation of major IT investments, helping ensure that proposed investments contribute to
the Department's strategic vision, mission requirements, and performance goals. It also helps ensure that the operating
units employ sound IT investment methodologies, comply with Departmental and federal architectures, and provide the
highest return on the investment at acceptable project risk.

The OCIO has worked closely with the Office of Budget to establish a framework and schedule for linking the IT investment
review of proposed initiatives with the budget process. As initiatives are developed by the operating units for submission
to the Department, those initiatives that have a significant IT component are reviewed by the CIO. Major proposals are
reviewed by the Department’s Commerce Information Technology Review Board (CITRB), which is co-chaired by the
ClO and the Chief Financial Officer (CFO) and Assistant Secretary for Administration, and whose members include the
Department’s Budget Officer, Procurement Executive, Director for the Office of Financial Management, and selected
operating unit ClIOs. The Board evaluates proposals relative to contribution to the mission, role in maintaining or achieving
key performance results, IT security and privacy management and funding, risk management, acquisition strategy, the
viability and appropriateness of the IT solution, including conformance to Department and federal architectures, and overall
project management. Guidance for improving project proposals is provided by the Board and the OCIO staff. This process
results in the identification of IT investment initiatives that have sound IT management proposals.

In addition to the aforementioned focus, the CITRB continues to place emphasis on the link between proposed IT investments
and the qualifications of the IT project managers and contracting officers who manage the Department's IT programs.
The CITRB ensures that high quality certification and accreditation packages, which are critical to the confidentiality,
integrity, and availability of Department IT investments, are in place. By ensuring that qualified managers are available for
these programs, the risk associated with large-scale IT investments is significantly reduced. The OCIO leads a continuing
training process for IT project managers, working together with OHRM, to ensure that the Department has a pool of well-
qualified IT project managers to be assigned to new or continuing projects.

The OCIO has instituted the TechStat process which is a face-to-face, risk-based review by the Department’s senior
management that produces corrective action strategies for any of the Department’s major IT investments which are
underperforming or at high risk of underperforming. As part of the Department’s transparency efforts, the OCIO evaluated
and submitted 45 business cases to the federal IT Dashboard, demonstrating to the public the sound management of
the Department’s IT investments. On average, the Department achieved within five percent of its cost, schedule, and
performance targets for the major IT investments undergoing development and enhancement.

Further, to provide even more rigorous analysis of cost, schedule, and performance, Commerce systematically uses
Earned Value Management (EVM) data for IT investments under development. This provides regular monitoring of the
performance of Commerce projects and early warning of projects that may not be meeting cost, schedule, or performance
goals, allowing course correction to bring the development effort back on track, if needed. The EVM analysis has been
supported by focused training sessions on EVM techniques. Additionally, operating unit CIOs and major investment owners
are required to conduct operational analyses to certify that steady-state investments meet cost, schedule, and performance
goals. The operating unit reviews of proposed and continuing projects are also supplemented with formal evaluation or
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post-implementation reviews by the CITRB. The approach helps ensure all project managers can benefit from lessons
learned from other implementation efforts.

Privacy Impact Assessments

The Department is committed to ensuring all information, relating to both individuals and businesses, collected
and maintained by the Department is afforded proper privacy safeguards as defined in the Privacy Act of 1974, the
E-Government Act of 2002, and OMB Memoranda. The Department has developed an IT privacy policy to ensure that PlI
in its IT systems is effectively protected and secured. The Department has provided policy and guidance for operating
units on the preparation of Web privacy policies, conducted privacy impact assessments (PIA), and posted privacy policies
and PIAs on Department Web sites that are visited by the public. The Department conduct PIAs to ensure that it does
not collect, process, or disseminate any identifiable information from or about members of the general public that is not
needed or authorized. The Department also extends this same level of privacy protection to business entities.

As another step to ensure that personally identifiable and other sensitive information is protected, all Department PlAs
now include data extract log and verification procedures. This requirement, which was incorporated in the Department’s
IT Security Program Policy and Minimum Implementation Standards, requires that operating units “Log all computer-
readable data extracts from databases holding sensitive information and verify each extract including sensitive data has
been erased within 90 days or determine that its use is still required.” The OCIO, in concert with the Office of Public
Affairs, issued a new policy, “Approval and Use of Social Media and Web 2.0,” in part to inform Department employees
on how to use social media and be alert to privacy concerns.

The Department established an executive position in the Office of the CFO/Assistant Secretary for Administration
of Director of Privacy and Open Government. This individual serves as the Department’s Chief Privacy Officer and
participates in the Department Privacy Council, which is chaired by the General Counsel. The council serves as the Senior
Agency Official for Privacy, and works closely with the OCIO to ensure that the Department continues to protect all
privileged-access personal and business information provided to it.

Future Efforts

The Department is actively pressing forward with future plans to respond to the ever changing IT security environment.
As mentioned previously, the Department has launched an IT Security Shared Services effort for the bureaus within
the HCHB campus. The effort is focused on centralizing several IT security processes, including common controls,
assessments, IT security training, and security operations center. The Department has awarded a contract for and will
implement the ECMO tool for continuous monitoring of security-related information across the Department information
system environment in FY 2013. The Department is continuing to develop an ESOC. The Department continues to
implement a Personal Identity Verification pilot program to deliver multifactor logical access to Office of Secretary users.
The Department is also moving forward with plans to update and revise the Department'’s standards and policies as new
guidelines become available. These future measures will strengthen the Department’s overall IT security posture and
protection of its IT systems and information.

In conclusion, the OCIO is able to provide reasonable assurance that management controls are in place and operating
effectively to oversee and manage the Department's significant investments in IT. Where the cost, schedule, or
performance goals of IT investments are not yet being fully achieved, the processes in place have detected the problems
and directed corrective action.
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Other Internal Control Enhancement Activities Continue

During FY 2012, the Department’s A-123 Appendix A review and assessment included the following:

Utilized the Senior Management Council to implement, direct, and oversee the assessment process, and the Senior
Assessment Team (SAT) to develop A-123 planning documentation, administer internal control test plans, and monitor
and review the test work;

Updated Departmental sampling plan and Department-wide testing templates for selected key processes/sub-
processes;

Each of the Department's bureaus has completed an entity-level controls assessment as required by OMB Circular
A-123, Appendix A;

Through the SAT, the Department completed the first phase of a comprehensive internal control assessment
involving all grant-making bureaus and service providers. The assessment included grants program process mapping,
risk identification, development and completion of a grants program and grants administration internal control risk
assessment questionnaire, and evaluation and scoring of risk categories;

Performed quarterly validation and verification of acquisition and administrative savings, including selecting samples
and reviewing supporting documentation;

Analyzed the results of the overall effort to assess and document the adequacy of Department internal controls in
order to develop the annual statement of assurance issued by the Secretary and published in the Performance and
Accountability Report; and

Utilized contractor assistance with reviewing the workpapers relating to the annual A-123 Appendix A process, including
ensuring bureaus followed the workpaper guidance, analyzing the lead sheets of each of the applicable Department
bureaus, developing criteria for determining a “finding” that can be used at both the bureau level and department level,
and an overall gap analysis of A-123 Appendix A process.

SECTION 4 OF FMFIA — INTERNAL CONTROLS OVER FINANCIAL MANAGEMENT SYSTEMS

As reflected in the following table, the Department has reported no material weaknesses under FMFIA Section 4 in
recent years.

NUMBER OF MATERIAL WEAKNESSES UNDER SECTION 4

NUMBER AT NUMBER REMAINING
BEGINNING OF NUMBER CORRECTED NUMBER ADDED AT END OF FISCAL
FISCAL YEAR YEAR
FY 2009 0 0 0 0
FY 2010 0 0 0 0
FY 2011 0 0 0 0
FY 2012 0 0 0 0

Based on reviews conducted by the Department and its bureaus for FY 2012, the financial systems in the Department are
compliant with GAQO principles and standards, the requirements of the CFO Act, and OMB requirements.
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FEDERAL FINANCIAL MANAGEMENT IMPROVEMENT ACT (FFMIA) OF 1996

nder FFMIA, the Department is required to have financial management systems that comply with federal financial
management system requirements, federal accounting standards, and the U.S. Government Standard General
Ledger (USSGL) at the transaction level. In FY 2012, the Department remained in compliance with FFMIA.

REPORT ON AUDIT FOLLOW-UP

he Inspector General Act, as amended, requires that the Secretary report to Congress on the final action taken
for Inspector General audits. This report covers Commerce Department audit follow-up activities for the period
June 1, 2011, through May 31, 2012.

SUMMARY OF ACTIVITY ON AUDIT REPORTS
JUNE 1, 2011 THROUGH MAY 31, 2012

FUNDS TO BE PUT TO NONMONETARY
DISALLOWED COSTS! BETTER USE? REPORTS? TOTAL
NUMBER OF NUMBER OF NUMBER OF
REPORTS DOLLARS REPORTS DOLLARS REPORTS REPORTS
Beginning Balance 18 $ 7,058,986 4 $ 2,010,729 22 44
New Reports 10 23,718,077 2 93,822 22 34
Total Reports 28 30,777,063 6 2,104,551 44 78
Reports Closed (8) (1,954,976) (3) (1,394,555) (17) (28)
Ending Balance 20 $ 28,822,087 3 $ 709,996 27 50

1. Disallowed costs are questioned costs that management has sustained or agreed should not be charged to the government.

2. "Funds to be put to better use"” refers to any management action to implement recommendations where funds should be applied
to a more efficient use.

3. Includes management, contract, grant, loan, and financial statement audits with nonmonetary recommendations.

BIENNIAL REVIEW OF FEES

MB Circular A-25, User Charges, requires the biennial review of agency programs to determine whether fees
should be charged for government goods or services, and to ascertain that existing charges are adjusted to reflect
unanticipated changes in costs or market values.

The Department conducts a review of its programs biennially, with some bureaus conducting annual reviews. In the current

review, it was noted that the Department is in compliance with the requirement to adjust its fees to meet the Circular A-25
requirement of full-cost recovery for user charges.
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PRIORITY GOALS

riority Goals are a clear statement of the specific, measurable, ambitious near-term priority targets chosen by the
senior leaders of major federal agencies. The Priority Goals communicate the performance improvements each
agency is trying to accomplish relative to its priorities using existing legislative authority, previously appropriated
funds, and funding at levels proposed in the President's FY 2012 Budget. The Priority Goals constitute the priority
operational targets the agency will work to accomplish within 18 to 24 months of setting the targets. This distinguishes
the Priority Goals from the longer-term targets agencies include in their strategic plans, and the full set of performance
goals and measures agencies include in the annual plans and reports required by the Government Performance and

Results Act (GPRA).

INTELLECTUAL PROPERTY (IP) PROTECTION: Advance Commercialization of New Technologies by
Reducing Patent Application Pendency and Backlog by September 30, 2013 first action and for final

actions from the end of 2011 levels of 28.0 and 33.7 months respectively by the end of 2013, as well as

the patent backlog.

BUREAU U.S. PATENT AND TRADEMARK OFFICE (USPTO)

Performance First Action Patent Pendency
Measures

Description  This measure tracks the timeliness of
first office actions on patent applications,

measuring the time in months from
the application filing date to the date

of mailing the first office actions.

Results Fiscal
Year Target

2003 18.4
2004 20.2
2005 21.3
2006 22.0
2007 23.7
2008 26.9
2009 27.5
2010 254
2011 23.0
2012 22.6
2013 18.0
2014 16.8
2015 12.9

FY 20

18.3
20.2
21.1
22.6
25,8
25.6
25.8
25.7
28.0
21.9

12

Final Action Patent Pendency

This measure identifies
the timeliness related to
issuance of the patent

or abandonment of the
application, measuring the
average time in months
from the application filing
date to the date of issue or

abandonment.

27.7 26.7
29.8 27.6
31.0 29.1
318 31.1
33.0 31.9
34.7 32.2
37.9 34.6
34.8 353
34.5 33.7
34.7 32.4
30.1

26.1

23.7

Patent Backlog

This measure tracks the
number of patent applications
awaiting first action review
by an examiner.

EN

484,700 457,274
524,000 508,878
594,800 586,580
680,700 674,333
801,000 737,288
801,300 750,596
741,400 718,835
698,000 708,535
670,000 669,625
615,300 608,283
566,800

486,500

398,900

(continued)
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INTELLECTUAL PROPERTY (IP) PROTECTION: Advance Commercialization of New Technologies by
Reducing Patent Application Pendency and Backlog by September 30, 2013 first action and for final

actions from the end of 2011 levels of 28.0 and 33.7 months respectively by the end of 2013, as well as

Milestones

FY

BUREAU

2012

the patent backlog. (continued)

U.S. PATENT AND TRADEMARK OFFICE (USPTO) (continued)

Hire Patent Examiners and Institute a Nationwide Workforce: A hiring approach that assumes a mix of traditional
and experienced professionals (e.g., registered patent attorneys and agents, skilled technologists having
experience with USPTO as inventors) as patent examiners. Target is to hire 1,500 patent examiners by
September 30, 2012. The Agency has recognized the need to broaden hiring practices to achieve its hiring
targets and attract patent examiner expertise in locations across the country. Establishment of a nationwide
workforce is a key USPTO priority. This initiative has provided for a USPTO presence in four metropolitan
areas, with the first being Detroit, MI. Three other regional offices will be opened in Dallas, TX, Denver,
CO, and Silicon Valley, CA. A nationwide workforce will directly aid the hiring of patent examiners by
creating an awareness of USPTO and its role in the U.S. economy, educating potential applicants about the
job of patent examination, and serving as an outlet for intellectual property (IP) education to inventors, law
students, practitioners and the public education systems. While meeting Agency hiring needs and space
demands, this initiative enables the expansion of USPTO presence as a business and academic partner for
innovation. The target date of July 2012 for the first regional office to open in Detroit, MI was completed on
July 13, 2012.

Develop and Implement the Patent End-To-End (PE2E) Processing System: Modernize information technology (IT)
systems by developing and implementing the PE2E IT capability. USPTO proposes to transition the patent
application process to one in which the majority of applications are submitted, handled, and prosecuted
electronically. The IT architecture and systems currently in place are inadequate and unable to evolve to
meet the demands of the future; and databases containing patent data are already some of the world’s
largest, and continue to grow at multiple terabytes per year. Therefore, the continued dependency on
inefficient and outdated automation will lead to an inability to support the USPTO mission of granting IP
rights and disseminating information contained in those patents.
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BUREAU

Performance
Measures

Description

Results

EXPAND BROADBAND SERVICE TO COMMUNITIES: By September 30, 2013, the Department will
increase the Nation's broadband infrastructure developed through the Broadband Technology

Opportunities Program (BTOP), from 29,000 miles at the end of FY 2011 to 75,000.

NATIONAL TELECOMMUNICATIONS AND INFORMATION ADMINISTRATION (NTIA)

Miles of broadband networks
deployed (Infrastructure Projects)

BTOP is funding projects that
provide broadband service in
unserved areas and enhance
broadband service in underserved
areas of the United States.

The BTOP portfolio of projects

initially included 123 infrastructure

projects totaling $3.5 billion

in federal grant funds to
construct broadband networks
and to connect “community
anchor institutions” such as
schools, libraries, hospitals,
and public safety facilities.
BTOP infrastructure projects
are deploying a variety of
technologies and approaches to
enhance the Nation's broadband
capabilities. This measure’s
target is the number of miles of
network (e.g., fiber, microwave)
deployed using BTOP funding.
The American Recovery and
Reinvestment Act (ARRA)
provided all of BTOP's grants
funding.

Fiscal
Year Target

2010 New N/A
2011 10,000 28), 191
2012 50,000 72,152
2013 75,000

T Through the third quarter of FY 2012.

FY 2012

Community anchor
institutions connected
(Infrastructure
Projects)

ARRA places a high
priority on deploy-

ing and enhancing
broadband capa-
bilities for community
anchor institutions
such as libraries,
hospitals, schools,
and public safety
entities. The BTOP
portfolio of projects
initially included 123
infrastructure projects
totaling $3.5 billion in
federal grant funds

to construct broad-
band networks and to
connect “community
anchor institutions”
such as schools,
libraries, hospitals, and
public safety facili-
ties. This measure's
target is the number
of anchor institutions
connected with new or
improved broadband
capabilities. ARRA
provided all of BTOP's

grants funding.

New N/A
3,000 4,613
10,000 10,045
15,000

PERFORMANCE

New and upgraded
public computer
workstations (Public
Computer Centers
Projects)

BTOP grants are
funding expansion

of public computer
center (PCC) capacity.
The BTOP portfolio

of projects initially
included 66 PCC
projects totaling

$201 million in
federal grant funds

to provide access to
broadband, computer
equipment, computer
training, job training,
and educational
resources to the
public and specific
vulnerable populations.
This measure's target
is the number of

new and improved
computer workstations
funded through the
BTOP PCC category
of funding. ARRA
provided all of BTOP's
grants funding.

e

New N/A New N/A
10,000 24,512 100,000 230,755
35,000 36,347 350,000  388,679'
35,000 500,000
AND ACCOUNTABILITY REPORT

New household and
business subscribers
to broadband
(Sustainable
Broadband Adoption
Projects)

The BTOP portfolio

of projects initially
included 44 sustain-
able broadband adop-
tion (SBA) projects
totaling $250.7 million
in federal grant funds
to support innovative
projects that promote
broadband adoption,
especially among
vulnerable popula-
tion groups where
broadband technol-
ogy traditionally has
been underutilized.
This measure's target
is the number of new
household and busi-
ness subscribers to
broadband generated
by projects funded
through the BTOP SBA
category of funding, as
reported by awardees.
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EXPAND MARKETS FOR U.S. EXPORTERS: By September 30, 2013, increase the annual number of

new markets that current U.S. exporters enter with U.S. and Foreign Commercial Service (US&FCS)

BUREAU

Performance
Measures

Description

Results

Comments

Milestones

assistance by seven percent from 5,700 at the end of FY 2011 to 6,100 at the end of FY 2013.
INTERNATIONAL TRADE ADMINISTRATION (ITA)

Annual number of new markets that current U.S. exporters enter with U.S. and Foreign Commercial Service
(US&FCS) assistance

The overall strategy laid out by ITA and US&FCS to achieve the Priority Goal has been to reach out to more
U.S. companies with the intention of expanding into new markets. The specific components of this strategy
included utilizing technology to deliver services and provide value-added assistance to clients. ITA (through
US&FCS) targeted U.S. companies that are already in one or more markets and assisted these companies
with the necessary customized assistance to penetrate new markets. ITA accomplished this by expanding
its presence in priority sectors and markets where opportunities are greatest.

Fiscal
Year Target

2011 N/A
2012 5,900 5,083
2013 6,100

US&FCS missed the annual target for this goal primarily due to continued decreases in client-facing staff in
FY 2012. In FY 2012, US&FCS's domestic field decreased by 21 trade specialists and its international Locally
Engaged Staff decreased by more than 40.

In FY 2013, US&FCS will move aggressively to fill staffing vacancies across its service.

Travel and Tourism Promotion Campaign: Launch of international marketing program in top 12 source markets
for gaining expanded exports for travel and tourism through the partnership with the Corporation for Travel
Promotion.

Redesign of StopFakes.gov: |TA's Office of Intellectual Property, in cooperation with USPTO and other U.S.
agencies, is currently redesigning the Web site STOPFakes.gov. STOPFakes.gov is the portal for all U.S.
government intellectual property resources, events, programs, and enforcement contact. The redesign
will make it easier for new-to-market exporters to learn about protecting and enforcing their intellectual
property rights (IPR) in foreign markets. The site will continue to provide updates and links to IPR programs
and resources as well as allow businesses to file complaints about IPR-related trade problems and contact
law enforcement. The current site, with its numerous free resources, remains fully operational during the
redesign.

FTA Tariff Tool Database Improvements: Add additional functionality to the publicly-available free trade agreement
(FTA) tariff tool to ensure that Rules of Origin for manufactured goods are provided for all countries covered
within the tariff tool database.

Supply Chain/Sourcing Promotion for U.S. textiles Suppliers: Build on the success of OTEXA (Office of Textiles
and Apparel) sponsored sourcing event at the MAGIC apparel trade show in Las Vegas in August 2011 to
encourage and provide additional opportunities for small and medium-sized enterprise textile exporters to
identify and meet new buyers in Western Hemisphere apparel manufacturing countries.

IndustryStats Express (ISE) Prototype: Develop and deploy a publicly-available Web tool that will provide the
industry-based data/information to help support analysts, researchers, public officials, etc. in meeting the
National Export Initiative and other Administration goals.

MDCP Grants for Expanded Travel and Tourism Exports: |TA will be administering two Market Development
Cooperator Program (MDCP) grants in key and emerging markets for expanding international leisure and
business travel to the United States.

(continued)
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BUREAU

Milestones
(continued)

BUREAU

Performance
Measures

Description

EXPAND MARKETS FOR U.S. EXPORTERS: By September 30, 2013, increase the annual number of

new markets that current U.S. exporters enter with U.S. and Foreign Commercial Service assistance
by seven percent from 5,700 at the end of FY 2011 to 6,100 at the end of FY 2013. (continued)

INTERNATIONAL TRADE ADMINISTRATION (ITA) (continued)

Reposition ITA's Global Footprint: This action will be completed to allocate resources to those markets and
sectors with greatest export potential for U.S. companies.

Pilot a Service Delivery Model: This model will leverage partners and multipliers in a strategic manner across the
Commercial Service.

Promote Made-in-the-USA: Increase domestic match-making activities by assisting textile and apparel
companies to locate domestic production houses for certain manufacturing needs. Assist U.S. companies
on locating domestic manufacturers for their supply chains. Through ITA's outreach activities, it will provide
companies information regarding domestic sourcing opportunities.

Export.gov 2.0: ITA is redesigning export.gov to deliver a personalized (MyExport.gov) experience for U.S.
companies looking to begin and/or expand exporting. This new site will streamline how customers interact
with ITA by auto-populating forms using information from the customer’s account information. This site will
provide export information to U.S. companies that are currently being provided by ITA staff. This will allow
ITA's experienced trade specialists to focus more of their time on providing customized counseling that ITA's
customers need and value as they expand internationally. ITA plans on doing two rounds of beta releases
and then quarterly releases. Full implementation of the Web site is targeted for September 2013 pending
the availability of funding.

Other milestones include:

® May 2012 - Internal Beta for ITA and selected Trade Promotion Coordinating Committee (TPCC)
agencies

® July 2012 — External Beta for U.S. companies

o Quarterly releases

WEATHER READY NATION: For FY 2012 and FY 2013 NOAA will work to ensure the protection of life
and property by substantially improving severe weather warnings and lead times through effective

deployment and integration of Dual Polarization (Dual Pol) technology to the Nation's array of Next
Generation Weather Radars (NEXRAD).

NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION (NOAA)

Improve severe weather warnings for flash flood lead time from FY 2011 target of 38 minutes to 42 minutes
in FY 2012 and 45 minutes in FY 2013.

This enhancement ensures protection of life and property by improving severe storm and flash flood
warnings. NEXRAD is the primary observing system used by NOAA's National Weather Service (NWS)
forecasters in the development of watches, warnings, and advisories for severe weather. Dual Pol will
improve precipitation estimation for flash flood warnings. NWS will ensure that personnel at associated
NEXRADs complete requisite training within three months of deployment to improve service delivery.

Longer flash flood warning lead times enable those impacted by events to move out of harm's way and limit
property losses. The goal is to increase the target lead time for severe weather warnings for flash floods from
38in FY 2011 minutes to 42 minutes in FY 2012 and to 45 minutes in FY 2013.

(continued)
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Milestones

FY

2012

MANAGEMENT'S DISCUSSION AND ANALYSIS

WEATHER READY NATION: For FY 2012 and FY 2013 NOAA will work to ensure the protection of life
and property by substantially improving severe weather warnings and lead times through effective
deployment and integration of Dual Polarization (Dual Pol) technology to the Nation's array of Next
Generation Weather Radars (NEXRAD). (continued)

NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION (NOAA) (continued)

Fiscal
Year Target

2008 49 77
2009 49 66
2010 38 71
2011 38 73
2012 42 &7
2013 45

T As of July 31, 2012.

Note: In FY 2010, in order to provide geographically specific and accurate warning information to the public,
NWS effected a transition from a county-based warning service to a storm-based warning service for flash
floods. The warnings are now verified solely for the areas impacted by the warning, rather than for the entire
county or counties containing the threat. The more geographically specific storm-based warnings cover a
significantly smaller area providing overall better service to the Nation. As such, there are a greater number
of unwarned events yielding overall lower lead times and accuracy scores. NWS generally waits until a
multi-year year trend has been established in the performance of any measure before re-baselining it.

Deploy Dual Pol Technology to all 122 NEXRADs: NOAA began deploying Dual Pol technology to its array of
NEXRADs in September 2011. NWS is targeting the Dual Pol modification deployments to be over 50 percent
complete by the fourth quarter of FY 2012 and 75 percent complete by the first quarter of FY 2013.

Ensure all Forecasters with Warning Responsibilities Complete all Requisite Training: This measure tracks the
number of forecasters who have completed requisite training designed to enable effective use of Dual
Pol data for generation of weather and hydrological forecast, watches, and warnings. NWS is targeting
completion of forecaster training in the fourth quarter of FY 2013.

Update Radar Product Generation Software: In the first quarter of FY 2012, the NEXRAD program will develop
and integrate an updated version of Radar Product Generator (RPG) and Radar Data Acquisition Unit (RDA)
software, which provides new signal processing science for Dual Pol enhancements. Testing and certification
will be completed in the fourth quarter of FY 2012 and deployment will occur in FY 2013.

Update Radar Signal Processor: Since the current NEXRAD signal processor has insufficient capacity to process
the new Dual Pol data stream during heavy weather scenarios, a technology refresh of the computer
processors began in FY 2011. The signal processors are being upgraded at each radar site prior to Dual Pol
installation at the site. Of the 122 NWS radars, 80 were upgraded in FY 2011, and the remaining 42 were
upgraded in FY 2012.

Ensure Requisite Training Materials are Developed: Given the addition of considerably larger data volumes
available to the forecaster and the complexity of the Dual Pol data itself, careful operations’ training is critical.
The NWS Warning Decision Training Branch delivers training on the RPG and RDA and the requisite modules
that make up the Dual Pol operations courses. These courses present the new functionality, system changes,
and their impacts to users.
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CROSS-AGENCY PRIORITY GOALS

esides the Departmental Priority Goals, the Department is also involved in Cross-Agency Priority Goals that the

Administration has adopted to improve cross-agency coordination and best practice sharing. Per the GPRA

Modernization Act requirement to address Cross-Agency Priority Goals in the Department'’s strategic plan, the
annual performance plan (Exhibit 3A of the budget submission), and the annual performance report (incorporated into this
FY 2012 PAR), please refer to www.Performance.gov for the Department’s contributions to those goals and progress, where
applicable. The Department currently contributes to the following Cross-Agency Priority Goals with the corresponding
organizations within the Department listed below the goal:

Exports

e International Trade Administration
Market Access and Compliance
Import Administration
Manufacturing and Services
U.S. and Foreign Commercial Service

e Trade Promotion Programs

e District Export Councils

® BusinessUSA

e Strategic Partnership Programs

e Market Development Cooperator Programs

e Advocacy Center

Entrepreneurship and Small Business
e 16 Challenge

e Jobs and Innovation Accelerator Challenge

@ BusinessUSA

FY 2012

Broadband

e National Telecommunications and Information
Administration — Broadband Technologies
Opportunities Program

Veteran Career Readiness

e \Veterans Employment Program Office

Cybersecurity

e National Institute of Standards and Technology —
Computer Security Division

Sustainability

e Senior Sustainability Officer

Improper Payments

e Office of Financial Management

Real Property

Federal Data Center Consolidation

PERFORMANCE AND ACCOUNTABILITY REPORT
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THEME, STRATEGIC GOALS, AND OBJECTIVES

Strategic Goal - Innovation and Entrepreneurship: Develop the tools, systems, policies, and technologies
critical to transforming our economy, fostering U.S. competitiveness, and driving the development of new
businesses

Objective 1 Improve intellectual property protection by reducing patent pendency, maintaining trademark
pendency, and increasing the quality of issued patents and trademarks (USPTO)

Objective 2 Expand international markets for U.S. firms and inventors by improving the protection and
enforcement of intellectual property rights (USPTO)

Objective 3 Stimulate high-growth business formation and entrepreneurship, through investing in high-
risk, high-reward technologies and by removing impediments to accelerate technology
commercialization (EDA)

Objective 4 Drive innovation by supporting an open global Internet and through communications and broadband
policies that enable robust infrastructure, ensure integrity of the system, and support e-commerce
(NTIA)

Objective 5 Provide measurement tools and standards to strengthen manufacturing, enable innovation, and
increase efficiency (NIST)

Strategic Goal — Market Development and Commercialization: Foster market opportunities that equip
businesses and communities with the tools they need to expand, creating quality jobs with special
emphasis on unserved and underserved groups

Objective 6! Promote the advancement of sustainable technologies, industries, and infrastructure (EDA)

Objective 7 Promote the vitality and competitiveness of our communities and businesses, particularly those
that are disadvantaged or in distressed areas (EDA, MBDA)

Objective 8 Improve the competitiveness of small and medium-sized firms in manufacturing and service
industries (ITA, NIST)

Strategic Goal — Trade Promotion and Compliance: Improve our global competitiveness and foster
domestic job growth while protecting American security

Objective 9 Increase U.S. export value through trade promotion, market access, compliance, and interagency
collaboration (including support for small and medium enterprises) (ITA)

Objective 10 Implement an effective export control reform program to advance national security and overall
economic competitiveness (BIS)

Objective 11 Develop and influence international standards and policies to support the full and fair
competitiveness of the U.S. information and communications technology sector (NTIA)

Objective 12 Vigorously enforce U.S. fair trade laws through impartial investigation of complaints, improved
access for U.S. firms and workers, and fuller compliance with antidumping/countervailing duty
remedies (ITA)

T The measures for this objective are shown in Objective 3.
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THEME 1: ECONOMIC GROWTH

ECONOMIC GROWTH TOTAL RESOURCES

Funding Levels
(Dollars in Millions)

FTE' Resources

$8,295.6

$4,9730
st R o072 41500 $42715

2007 2008 2009 2010 2011 2012

Fiscal Year

15,700 16,010

14,002 14,390 15,025 14,959

2007 2008 2009 2010 2011 2012
Fiscal Year
'FTE—Full-Time Equivalent 2Estimate

he Economic Growth theme consists of three strategic

goals related to Innovation and Entrepreneurship,

Market Development and Commercialization, and
Trade Promotion and Compliance. Within those three goals are
12 corresponding objectives: five associated with Innovation and
Entrepreneurship, three with Market Development and Commer-
cialization, and four with Trade Promotion and Compliance.

ECONOMIC GROWTH
STATUS OF CURRENT MEASURES

M Improving M Stable M Declining New Measure
M No Trend Due to Volatility of Funding

Improving, stable, or declining measures have at least three years of data.
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PUBLIC BENEFITS

Innovation and Entrepreneurship

The U.S. Patent and Trademark Office (USPTO) facilitates the generation of innovative and commercially viable processes and products,
while protecting the intellectual property rights (IPR) of the inventor. USPTO's goal to provide efficient and thorough review of patents
and trademarks optimizes the economic value to investors and improves U.S. competitiveness. The Economic Development Admin-
istration (EDA) grants play a large role in encouraging innovation, and the forums that the Agency establishes create research-based
communities of practice that foster commercialization. The National Telecommunications and Information Administration (NTIA) assists
communication, key to business growth, by improving telecommunication performance, optimizing use of the federal spectrum, and
increasing broadband access. As the federal government’s National Laboratory focuses on innovation and industrial competitiveness,
the National Institute of Standards and Technology (NIST) works to promote and accelerate technological innovation and to provide the
measurement infrastructure necessary for a robust manufacturing sector which are essential to the health of the Nation's economy
both as a source of high-paying, high-skilled jobs, and as a driver for future technological advancement.

Market Development and Commercialization

NIST's Hollings Manufacturing Extension Partnership (MEP) and the International Trade Administration (ITA) support small and medium-
sized enterprises (SME) to encourage job growth, job creation, and innovation, with a focus on environmentally and economically
sustainable technologies. Through private enterprise job creation, EDA and the Minority Business Development Agency (MBDA) assist
in developing markets in disadvantaged or distressed communities so as to reduce economic duress.

Trade Promotion and Compliance

The Department generates economic growth and jobs through extensive assistance to firms engaging in international trade. ITA focuses
on increasing exports by assisting U.S. exporters in expanding to foreign markets as outlined by the National Export Initiative (NEI).
ITA works to achieve this goal by addressing the following priorities:

® Expanding programs designed to enhance exports by small and medium-sized enterprises;

® Promoting federal resources currently available to assist exports by U.S. companies;

® Ensuring that U.S. government-led trade missions effectively promote exports by U.S. companies;

@® Ensuring that Commercial Advocacy effectively promotes exports by U.S. companies;

® Improving market access overseas for U.S. manufacturers, farmers, and service providers by actively opening new markets,
reducing significant trade barriers, and robustly enforcing U.S.trade agreements; and

® Developing a framework, including policy and export promotion tools, for exports of services.
Furthermore, ITA vigorously enforces the U.S. fair trade laws to provide an opportunity for U.S. businesses and workers to compete on

a level playing field. Export control reform has become a central concern to the Bureau of Industry and Security (BIS) as it updates the
intergovernmental processes that are in place. NTIA promotes the use of telecommunication devices, speeding the pace of business.
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STRATEGIC GOAL — INNOVATION AND ENTREPRENEURSHIP

Develop the tools, systems, policies, and technologies critical to transforming our economy,
fostering U.S. competitiveness, and driving the development of new businesses

INNOVATION AND ENTREPRENEURSHIP TOTAL RESOURCES

Funding Levels FTE' Resources
(Dollars in Millions)
13,531
$7,388.1 1398 11,925 12,591 12,517 13,180

$3,766.3 $3,799.7 $4,055.3

$3,249.8 $3,283.8

2007 2008 2009 2010 2011 2012
2007 2008 2009 2010 2011 2012 Fiscal Year

Fiscal Year 'FTE—Full-Time Equivalent

his strategic goal is comprised of five objectives which INNOVATION AND ENTREPRENEURSHIP

contribute to the Secretary’s theme of Economic STATUS OF CURRENT MEASURES

Growth. The following public benefits, achievements,
and performance results are associated with each objective.

M Improving M Stable M Declining New Measure
M No Trend Due to Volatility of Funding

Improving, stable, or declining measures have at least three years of data.
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OBJECTIVE 1

Improve intellectual property protection by reducing patent pendency, maintaining trademark
pendency, and increasing the quality of issued patents and trademarks (USPTO)

PUBLIC BENEFITS

I ntellectual property (IP) contributes to a strong global economy by encouraging investment in innovation and fostering entre-
preneurial spirit. People worldwide benefit from innovations, both directly on a personal level, and indirectly through economic
growth fueled by innovation. Continual development of a vigorous, flexible, and efficient IP system thereby achieving this objective
protects individual rights, encourages investment in innovation, and fosters entrepreneurial spirit.

The Department promotes the IP system through the protection of inventions or creations via patent, trademark, trade secret, and
copyright laws. Under this system of protection, industry in the United States has flourished, creating employment opportunities for
millions of Americans.

Patents provide incentives to invent and invest in new technology by allowing innovators the opportunity to benefit from their discov-
eries. Registration of trademarks assists businesses in protecting their investments and safeguards consumers against confusion
and deception in the marketplace by providing notice of marks in use. Through dissemination of patent and trademark information,
the Department promotes a global understanding of IP protection and facilitates the development and sharing of new technologies
worldwide.

It is a legal requirement for patentability to determine whether an invention is new, useful, and non-obvious to someone knowl-
edgeable in that subject matter. To that end, not only is it important that a patent or trademark be issued in a timely manner, but that it
is of high quality. Patent examinations are subjected to both end-product allowance and in-process reviews that evaluate the quality of
the substantive basis for examiner decisions, applicability of publications found by the examiner, or the quality reviewer; evidence; and
clarity of communications with applicants. Findings produced by these reviews are shared individually with examiners, are collected
in a database for ongoing analysis, serve as the basis for the development of training programs, and are used to strengthen the
review process.

ACHIEVEMENTS

An important tool needed in improving patent pendency and increasing the quality of issued patents is the Leahy-Smith America
Invents Act (AIA), (PL 112-29), signed into law by President Obama on September 16, 2011. USPTO is pleased to report that its AlA
implementation efforts are proceeding on a timely basis. U.S. innovators are already seeing the benefits of this legislation. USPTO has
implemented several provisions of the AlA, all within the time frames prescribed by the act.

USPTO launched a major program called Clearing Our Oldest Patent Applications 2.0 (COPA 2.0). COPA 2.0 is a continuation of the

original COPA effort to eliminate the “tail” of backlog applications. For COPA 2.0, the “tail” is applications that were 13 months and
older as of October 1, 2011 that had not received a first office action.
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The Agency is moving from a one-track patent examination process to a multi-track process by adopting procedures and initiatives that
incentivize abandoning applications that are not important to applicants, accelerating critical technologies, permitting an applicant to
accelerate important applications, and exploring other incentive and accelerated examination options.

USPTO continues to increase its examination capacity by employing new recruitment and development models to hire, train, and retain
a highly skilled and diverse workforce.

For the first time ever, USPTO has expanded its operations outside of the Washington, DC metropolitan area as part of its ongoing
effort to recruit and retain the Nation's top professionals. The first USPTO satellite office, the Elijah J. McCoy Satellite Office, opened in
Detroit, Ml on July 13, 2012. This location will function as a hub of innovation and creativity, helping protect and foster U.S. innovation
in the global marketplace, assisting businesses to cut through red tape, and creating hundreds of highly skilled jobs in each of the local
communities.

Patent processing times are primarily gauged by two measures: Average First Action Pendency and Average Total Pendency.
Average First Action Pendency is the average length of time it takes from filing until an examiner’s initial determination of the patent-
ability of an invention. Average Total Pendency is the average length of time it takes from filing until the application is issued as a patent
or abandoned by the applicant. Average First Action Pendency (21.9 months) improved significantly from FY 2011 (28.0 months).

In recent years, the Patent Prosecution Highway has proven to be a significant work sharing initiative for USPTO, and a successful
vehicle enabling faster and less expensive multi-country patent prosecution for the IP community.

New performance standards were implemented that place a greater emphasis on examiners interacting with patent applicants earlier
in the process to clarify claims and enhance the quality of patent reviews.

In enhancing its effective training regimes, USPTO implemented the Patent Examiner Technical Training Program which provides
patent examiners with direct access to experts who are able to share their technical knowledge on prior art and industry standards in
areas of emerging technologies and established technologies. This enhanced communication contributes to improving overall patent
quality and decreasing patent pendency.

USPTO is implementing a variety of information technology (IT) initiatives to improve its patent operations. Some of these measures
include, but are not limited to: converting imaged-based documents to XML text versions of key documents for the entire active
patent backfile; deployed Universal Laptops to all patent examiners, on time and on budget, enabling applicants to obtain real-time
decisions on their petitions by automating the handling of common electronically-filed petitions; upgraded network infrastructure,
providing ISP-grade network bandwidth to USPTO examiners; and continuing to provide and enhance tools for applicants’ use for
patent application filing.

The Trademark organization consistently met and exceeded its pendency targets for first action and final disposition. With final
pendency less than 11 months—a sustained record low for the office—a new application is registered or issued a notice of allowance
on average in less than a year.

Pendency has improved as electronic filing and processing have become the primary means of conducting business. Increased use
of electronic forms, particularly Trademark Electronic Application System (TEAS) Plus, has improved the efficiency and timeliness
of examination.
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Trademark first action pendency measures the average number of months from the date of application filing to the first office action.
Trademark final pendency measures the average number of days from date of filing to notice of allowance, notice of abandonment, or
registration for applications based on use in that month. First action pendency has been maintained within its optimized range of 2.5 to
3.5 months every month for the past six years. Average final pendency, including suspended and inter partes cases, was 12.0 months.
Excluding applications that were suspended or delayed for inter partes proceedings, average total pendency was 10.2 months.

The Trademark organization continues to meet and exceed standards for high quality examination; 96.2 percent of all first actions and
97.1 percent of all final decisions (approvals and rejections) were compliant with the registrability standards set by statute, and also
met or exceeded Agency standards for writing quality. Results for both the first and final compliance action measures are at or above
their targets and indicate high accuracy in decision-making and writing.

The Trademark organization strives to enhance the quality of examination by adopting more rigorous customer-centric measures.
The new “exceptional” quality measure exceeded its target. This measure reflects comprehensive excellence of the search, evidence,
writing, and decision-making of the initial office action. It also emphasizes the appropriate use of telephone and e-mail communica-
tions to settle or clarify issues with the applicant or its attorney. The target is an indication of the high standard that has been set in
defining excellence.

SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (USPTO) TARGET ACTUAL STATUS

Patent quality composite rate 48-56 72.4
Patent first action pendency (months) 22.6 21.9 “
Patent total pendency (months) 34.7 32.4 “
Patent applications filed electronically 96.0% 97.1% “
Trademark first action compliance rate 95.5% 96.2% “
Trademark final compliance rate 97.0% 97.1% “
Trademark first action pendency (months) 2.5-3.5 3.2 “
Trademark average total pendency (months), excluding suspended and inter 12.0 102 “
partes proceedings

Trademark applications processed electronically 74.0% 77.0% “
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Expand international markets for U.S. firms and inventors by improving the protection
and enforcement of intellectual property rights (USPTO)

PUBLIC BENEFITS

n an era of a global economy it is also important that the property rights of inventors be protected not only in the United States,

but internationally as well. USPTO plays a leadership role in promoting effective domestic and international protection and
enforcement of IPR by advocating U.S. government IPR policy, working to develop unified standards for international IPR, providing
policy guidance on domestic IPR issues, and fostering innovation. USPTO advises the President and federal agencies on national and
international IPR policy matters and trade-related aspects of IPR, and conducts technical assistance and capacity-building programs
for foreign governments seeking to develop or improve their IPR regulatory and enforcement mechanisms.

ACHIEVEMENTS

USPTO develops and advances domestic and international U.S. IP policy objectives that include the establishment of strong and
balanced IP systems to serve the needs of all stakeholders. USPTO develops IP policy through information gathering and analysis
and stakeholder consultations. Stakeholders include domestic and foreign IP rights holders and users, consumers, U.S. government
agencies, foreign governments, and the public at large. USPTO furthers IP policy goals through training foreign officials, providing
domestic and international educational outreach, launching strategic cooperation projects between national IP offices, deploying IP
Attachés to critical regions of the world, and advising on the IP aspects of U.S. trade efforts.

USPTO, through the Global IP Academy (GIPA) in the Office of Policy and External Affairs, provides IP educational opportunities to
U.S. and foreign government officials, domestic small and medium-sized enterprises, universities, foreign officials, and the public.
GIPA provides expertise on administration, protection, and enforcement in all areas of domestic and international IP. In FY 2012, GIPA
conducted training programs for foreign government officials, reaching an audience of foreign government officials from 78 countries.

Throughout FY 2012, USPTO continued to seek improved protection for IP multilaterally in several fora including the World Intellectual
Property Organization (WIPO), the World Trade Organization (WTO), and other intergovernmental organizations.

@ In June 2012 in Beijing, China, a delegation from USPTO joined U.S. Department of State and U.S. Copyright Office officials, and
negotiated and signed a landmark multilateral treaty that advances global IPR for the creative content of audiovisual performers.

® USPTO also advanced work with WIPO on issues relating to the protection of broadcasting and the access to copyrighted works by
persons with print disabilities.

® The TMb, consisting of the United States, Japan, Europe, Korea, and China trademark entities, brings together the largest trademark
offices in the world to share information and collaborate on projects that increase efficiencies in filing for and maintaining interna-
tional trademark portfolios. USPTO, Japan Patent Office, and the European Community’s Office of Harmonization for the Internal
Market invited the Korean Intellectual Property Office and the Chinese State Administration for Industry and Commerce to the
TM5 discussions to share information regarding the development of practice and procedure in these offices for the benefit of all
trademark owners.
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® To improve enforcement in high-priority countries and regions, USPTO has developed rigorous capacity-building programs for
foreign enforcement officials, including police and investigators, prosecutors, border enforcement officials, as well as the judiciary.
USPTO has taken an active role in working with foreign judiciaries and prosecutors to increase their understanding of IP issues
through direct training and exchanges with U.S. officials, including U.S. judges and prosecutors who are experts in handling IP cases.

® Combating the proliferation of counterfeit medicines is a training priority. USPTO organized a series of workshops in Indonesia and
Jordan. The U.S. Food and Drug Administration, U.S. Department of Justice, and the U.S. Immigration and Customs Enforcement,
Homeland Security Investigations participated in the workshops.

® USPTO worked with Korea, Colombia, and Panama to guide implementation of the IP provisions of their free trade agreements
(FTA) with the United States.

® Two new Attaché Post locations were established in Mexico City, Mexico and Shanghai, China, respectively. The addition of the
Shanghai position will increase USPTQO'’s presence in China from two cities to three, and the addition of the Mexico City position will
expand USPTO's overseas presence from seven countries to eight.

For more detailed information about USPTO achievements this fiscal year, please see its FY 2012 PAR at:
http.//www.uspto.gov/about/stratplan/.

SUMMARY OF PERFORMANCE

The Department uses the following measure to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (USPTO) TARGET

Percentage of prioritized countries that have implemented at least 75%

of action steps in the country-specific action plans toward progress along

following dimensions:

1. Institutional improvements of IP office administration for advancing IPR 75% 75%
2. Institutional improvements of IP enforcement entities

3. Improvements in IP laws and regulations

4. Establishment of government-to-government cooperative mechanisms
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OBJECTIVE 3

Stimulate high-growth business formation and entrepreneurship through investing in
high-risk, high-reward technologies and by removing impediments to accelerate
technology commercialization (EDA)

PUBLIC BENEFITS

DA encourages entrepreneurship and commercialization through its i6 Challenge Grants designed to encourage and reward

innovative, groundbreaking ideas that will accelerate technology commercialization and new venture formation across the
United States. Continuing the i6 concept developed in previous years, EDA conducted an i6 Challenge in 2012 to issue up to
12 competitive awards to support proof-of-concept centers. Along with several other federal agencies, EDA also provided funding
for the 2012 Advanced Manufacturing Jobs Accelerator; up to 12 awards are expected to be made that will support various projects
that foster advanced manufacturing, sponsor entrepreneurship, and utilize commercialized technology. EDA also uses its Office
of Innovation and Entrepreneurship to conduct forums, collaborate on cutting-edge research, and analyze policy with the intent of
identifying opportunities for enhancing federal efforts to encourage commercialization and entrepreneurship.

ACHIEVEMENTS

Using its broad portfolio of economic development programs, EDA took significant steps to stimulate high growth, business formation,
entrepreneurship, and technology commercialization through strategic investments in FY 2012. EDA’s investments in University
Centers helped to identify opportunities for technology commercialization, and facilitated implementation and dissemination of
programs to cultivate innovation and entrepreneurship. EDA's Office of Innovation and Entrepreneurship worked with key stakeholders
throughout the country to identify and disseminate strategies to promote technology transfer and commerecialization, especially through
the Nation's federal laboratories. Vital to this effort was EDA-funded research completed in FY 2012 that identified factors affecting
technology transfer and commercialization and provided key innovative strategies that can be employed as they are pursued.

In FY 2012, EDA continued to develop, implement, and lead successful efforts to coordinate federal resources and streamline
processes and procedures for both grant application requirements and post-award grant administration. EDA championed several of
these interagency funding competitions in FY 2012, including: the Rural Jobs and Innovation Accelerator and the Advanced Manufac-
turing Jobs and Innovation Accelerator. The Rural Jobs and Innovation Accelerator Challenge leveraged the resources of both EDA and
the U.S. Department of Agriculture to support the development and implementation of locally-driven economic development strategies
that foster the development of high-growth clusters and accelerate the benefits of regional innovation cluster-based economic devel-
opment, with a targeted focus on economically-distressed rural communities. Following a similar structure, EDA spearheaded the
Advanced Manufacturing Jobs and Innovation Accelerator, which strategically combined federal resources from EDA, NIST, U.S.
Department of Energy, U.S. Department of Labor's Employment and Training Administration, U.S. Small Business Administration, and
the National Science Foundation. The collaboration between these agencies provided funding for public-private partnerships between
small and large businesses, colleges and universities, nonprofits, and other local stakeholders to support and strengthen advanced
manufacturing at the local level. In addition to these new regional innovation strategies, EDA conducted a second i6 Challenge in
FY 2012, in which recipients will develop and enhance technology commercialization activities.
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SUMMARY OF PERFORMANCE

The following 10 measures associated with EDA overlap among Objectives 3, 6, and 7 and are reflected in the crosswalk below.
Objective 6 has no other measures other than the ones noted in this list while Objectives 3 and 7 have separate measures that don't
overlap with each other.

PERFORMANCE MEASURE (EDA) OBJECTIVE3 | OBJECTIVE 6 | OBJECTIVE 7

Private investment leveraged — 9 year totals (in millions)
Private investment leveraged — 6 year totals (in millions)
Private investment leveraged — 3 year totals (in millions)
Jobs created/retained — 9 year totals
Jobs created/retained - 6 year totals

N N N SN
AN NS
NS N SN SN SN

Jobs created/retained — 3 year totals

Percentage of Economic Development Districts (EDD) and Indian tribes
implementing projects from the Comprehensive Economic Development Strategy
(CEDS) that lead to private investment and jobs

N
~N

Percentage of sub-state jurisdiction members actively participating in the Economic
Development District program

Percentage of University Center clients taking action as a result of University Center
assistance

Percentage of those actions taken by University Center clients that achieve the
expected results

The table that appears below reflects performance for those measures that apply to either all three, or to Objectives 3 and 7, and to
those measures that apply to only Objective 3. Measures that apply to only Objective 7 appear under the text for that objective.

PERFORMANCE MEASURE (EDA) TARGET ACTUAL STATUS

Private investment leveraged — 9 year totals (in millions) $1,810 $1,620°

Private investment leveraged — 6 year totals (in millions) $662 $662

Private investment leveraged — 3 year totals (in millions) $490 $4371

Jobs created/retained — 9 year totals 52,700 45,800

Jobs created/retained — 6 year totals 17,548 17,458 Slightly Below
Jobs created/retained — 3 year totals 11,269 11,183! Slightly Below

Percentage of Economic Development Districts (EDD) and Indian tribes
implementing projects from the Comprehensive Economic Development 95% 90%
Strategy (CEDS) that lead to private investment and jobs

Percentage of sub-state jurisdiction members actively participating in the

. . 89% 87 % Slightly Below
Economic Development District program ° ? o

Percentage of University Center clients taking action as a result of the

. . . 75% 70%
University Center assistance

Percentage of those actions taken by University Center clients that achieve

80% 82%
the expected results

T Estimates as of November 15. EDA expects to meet or be slightly below the targets with the release of final performance data.
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NIST's final FY 2012 enacted appropriations did not provide funding for the Technology Innovation Program (TIP) and the program is
currently implementing a closeout, expected to be completed by the end of FY 2014. Therefore, TIP's performance measures have
been discontinued. TIP's performance measures and targets for previous years appear in the FY 2011 PAR.

Prior to its closeout, TIP awarded 38 projects advancing research in the areas of civil infrastructure (17 projects) and advanced
manufacturing (21 projects). These awards leverage $136 million in TIP funding with an additional $144 million in industry cost-share.
Two projects have successfully completed research and development (R&D) and the remaining projects will continue the research
using previously obligated funds. NIST technical experts will continue to monitor the technical progress and ensure the fidelity of the
research during this time.

FY 2012 MISSED TARGETS

m PRIVATE INVESTMENT LEVERAGED — 9 YEAR TOTALS (IN MILLIONS) (EDA)

The performance goal was set at an approximate target level, and the deviation from that level is slight. There was

Explanation .
no effect on overall program or activity performance.

Action No actions to be taken.

m PRIVATE INVESTMENT LEVERAGED - 3 YEAR TOTALS (IN MILLIONS) (EDA)

The performance goal was set at an approximate target level, and the deviation from that level is slight. There was

Explanation .
no effect on overall program or activity performance.

Action No actions to be taken.

m JOBS CREATED/RETAINED -9 YEAR TOTALS (EDA)

The performance goal was set at an approximate target level, and the deviation from that level is slight.

Explanation o , , . .
The deviation can largely be explained by targets not accounting for the economic downturn that began in 2008.

Action No actions to be taken.

m JOBS CREATED/RETAINED - 6 YEAR TOTALS (EDA)

The performance goal was set at an approximate target level, and the deviation from that level is slight.

Explanation . , , . .
The deviation can largely be explained by targets not accounting for the economic downturn that began in 2008.

Action No actions to be taken.

m JOBS CREATED/RETAINED — 3 YEAR TOTALS (EDA)

The performance goal was set at an approximate target level, and the deviation from that level is slight.

Explanation
. The deviation can largely be explained by targets not accounting for the economic downturn that began in 2008.

Action No actions to be taken.

PERCENTAGE OF ECONOMIC DEVELOPMENT DISTRICTS (EDD) AND INDIAN TRIBES IMPLEMENTING PROJECTS FROM THE
COMPREHENSIVE ECONOMIC DEVELOPMENT STRATEGY (CEDS) THAT LEAD TO PRIVATE INVESTMENT AND JOBS (EDA)

For this measure, EDA uses a strict definition that requires EDDs to report both jobs and private investment as
Explanation  a result of their economic development projects. This year, a significant number of EDDs reported either jobs or
private investment, but not both. If these were to be counted, the percentage would be greater.

Action No actions to be taken.

(continued)
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PERCENTAGE OF SUB-STATE JURISDICTION MEMBERS ACTIVELY PARTICIPATING IN THE ECONOMIC DEVELOPMENT
DISTRICT PROGRAM (EDA)

The performance goal was set at an approximate target level, and the deviation from that level is slight.

Explanation , , :
This measure represents an improvement over the previous year.

Action There was no effect on overall program or activity performance.

m PERCENTAGE OF UNIVERSITY CENTER CLIENTS TAKING ACTION AS A RESULT OF THE UNIVERSITY CENTER ASSISTANCE
(EDA)

The performance goal was set at an approximate target level, and the deviation from that level is slight. There was

Explanation -
no effect on overall program or activity performance.

Action No actions to be taken.

HISTORICAL TRENDS

Except for FY 2012, EDA has consistently met or exceeded its targets for private investment leveraged and jobs created, as well as its
EDD and University Center targets.

OBJECTIVE 4

Drive innovation by supporting an open global Internet and through communications
and broadband policies that enable robust infrastructure, ensure integrity of the system,
and support e-commerce (NTIA)

PUBLIC BENEFITS

I n this era of technological expansion two areas where the Department provides significant benefits to the U.S. public involve
the radio frequency spectrum and broadband technology. NTIA acts as an advisor to the President on communications policy
matters; Internet domain names, wireless telecommunications standards, and technology; and high-speed Internet services.
NTIA continues to further the technological advances for wireless communication, Internet services, domain name management
issues, and other advances in technology. NTIA's responsibilities have increased considerably in this expansion of technology with
the enactment of the American Recovery and Reinvestment Act (ARRA) of 2009. NTIA and the U.S. Department of Agriculture’s
Rural Utilities Service are administering a $7 billion initiative to expand broadband access and adoption. Specifically, NTIA is utilizing
approximately $4 billion of that funding for grants through the Broadband Technology Opportunities Program (BTOP). BTOP projects
extend broadband access to unserved and underserved areas of the country and to vulnerable populations, including minorities, low
income residents, the aged, the unemployed, and people with disabilities. These projects are deploying broadband infrastructure,
enhancing capacity at public computing centers, and supporting projects to encourage non-users to subscribe to broadband services.
BTOP objectives include:

® Extend broadband access to unserved and underserved areas;

® Increase broadband education, awareness, training, access, equipment, and support;
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® Expand broadband access and use by public safety agencies; and

@ Stimulate broadband demand, economic growth, and job creation.

NTIA also leads Department activities in the areas of next-generation Internet Protocols, ultrawideband technology, wireless broadband
applications, wireless sensor technologies, and Internet technical functions. Congress directed NTIA to use ARRA funding to develop
a national broadband map which would educate the Nation about broadband availability and assist the public and private sectors in
making decisions affecting their businesses and constituents.

ACHIEVEMENTS

NTIA and the Economics and Statistics Administration (ESA) released a report, “Exploring the Digital Nation,” that analyzes broadband
Internet adoption in the United States. The report analyzes data collected through an Internet Use supplement to the Current Population
Survey of about 54,300 households conducted by the U.S. Census Bureau in October 2010. Overall, approximately seven out of
10 households in the United States subscribe to broadband service. The report finds a strong correlation between broadband adoption
and socio-economic factors, such as income and education, but says these differences do not explain the entire broadband adoption
gap that exists along racial, ethnic, and geographic lines. Even after accounting for socio-economic differences, certain minority and
rural households still lag in broadband adoption.

NTIA and the Federal Communications Commission (FCC) together will identify 500 megahertz (MHz) of spectrum to reallocate for
commercial wireless broadband. In January 2011, NTIA selected the 1755-1850 MHz band as a priority for analysis based on a variety
of factors, including industry interest and its potential for commercial use within 10 years. In March, NTIA released a report finding
that 95 MHz of prime spectrum could be repurposed for wireless broadband use. NTIA, working with federal agencies, evaluated
the potential of the 1755-1850 MHz band to accommodate commercial wireless broadband service. This spectrum band is of great
interest to the wireless industry. However, over 20 federal agencies currently hold more than 3,100 individual frequency assignments
in this band to perform a host of mission-critical functions, including law enforcement surveillance, military tactical communications, air
combat training, and precision-guided munitions.

In the report, NTIA proposes a new path forward for spectrum repurposing that relies on a combination of relocating federal users
and sharing spectrum between federal agencies and commercial users. Spectrum sharing will be a vital component to satisfying the
growing demand for spectrum, and federal and non-federal users will need to adopt innovative spectrum-sharing techniques to accom-
modate this demand. NTIA proposes convening discussions between industry and the relevant federal agencies under the auspices of
the Commerce Spectrum Management Advisory Committee, with the goal of finding ways to work together through sharing or other
means to reduce the time and expense of repurposing the 1755-1850 MHz band, while maintaining essential federal capabilities and
maximizing commercial utilization.

In February, the Administration released its Privacy Blueprint for consumer data privacy policy in the 21st century. The Privacy Blueprint
is the result of more than two years of work by the Department Internet Policy Task Force, as well as extensive discussions with stake-
holders in the private sector and the government. NTIA played a key role in developing this policy, and is leading the Administration’s
work to put it into practice. The Privacy Blueprint directs NTIA to convene multistakeholder processes to develop legally enforceable
codes of conduct that specify how the Consumer Privacy Bill of Rights applies in specific business contexts. NTIA announced that the
goal of the first multistakeholder process is to develop a code of conduct to provide transparency in how companies providing appli-
cations and interactive services for mobile devices handle personal data. NTIA convened four multistakeholder process meetings in
July, August, and September. Approximately 300 people took part in the first meeting: 200 in person in Washington and 100 online or
by telephone.
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BTOP recipients are exceeding their performance goals in deploying new fiber-optic infrastructure, constructing new public computer
centers, and encouraging greater Internet adoption. As of June 30, 2012, BTOP recipients reported that they had:

® exceeded NTIA's FY 2012 goal to deploy 50,000 new or upgraded network miles across the country, bringing the total number of
miles to more than 72,000, deploying facilities in 47 states and territories; reached its FY 2012 goal to connect 10,000 community
anchor institutions to high-speed broadband Internet service;

@ entered into nearly 400 interconnection agreements with third-party providers to leverage or interconnect with their networks;
@® recipients installed more than 36,000 workstations in public computer centers in 40 states, exceeding the FY 2012 goal,
@ provided more than 8 million hours of technology training to approximately 2 million users;

® exceeded NTIA's FY 2012 goal of 350,000 planned new broadband subscribers with more than 380,000 households and
8,000 businesses subscribed to broadband services after receiving digital literacy or job training; and

® funded more than 4,000 jobs in the second quarter of FY 2012.

In all, NTIA broadband grant recipients have spent approximately $2.1 billion in federal funds and, as of June 30, 2012, more than
$820 million in non-federal matching funds, towards building the Nation’s 21st century infrastructure. NTIA expects the pace of
construction to remain strong over the next several quarters and expects communities to begin to fully realize the impact of these
investments.

In February 2011, NTIA released the National Broadband Map (www.broadbandmap.gov), the first U.S. public, searchable nationwide
dataset of broadband availability, and updated it twice in FY 2012. Each update is powered by an extensive, publicly available dataset—
more than 20 million records representing 1,865 U.S. broadband providers—that shows where broadband is available, the technology
used to provide the service, the maximum advertised speeds, and the names of the service providers. It is the most extensive dataset
of its kind, created in partnership with every state. The interactive Web site is a powerful tool for researchers, economic developers,
state government leaders, and business owners seeking to better harness the power of broadband to improve their communities.

NTIA awarded a new Internet Assigned Numbers Authority (IANA) functions contract to the Internet Corporation for Assigned Names
and Numbers (ICANN). The IANA functions are key technical services critical to the continued operations of the Internet’s underlying
address book, the Domain Name System (DNS). The IANA functions include: (1) the coordination of the assignment of technical Internet
protocol parameters, (2) the administration of certain responsibilities associated with the Internet DNS root zone management, (3) the
allocation of Internet numbering resources, and (4) other services related to the management of the .ARPA and .INT top-level domains.
(The .INT domain is operated by IANA, and available for registration exclusively by intergovernmental organizations established by inter-
national treaties between or among national governments. The .ARPA domain is the “Address and Routing Parameter Area” domain
and is designated to be used exclusively for Internet-infrastructure purposes. It is administered by the IANA in cooperation with the
Internet technical community.)The period of performance for the contract is October 1, 2012 — September 30, 2015, with two separate
two-year option periods for a total contract period of seven years.

NTIA hosted four meetings of the Commerce Spectrum Management Advisory Committee in FY 2012. The committee provides advice
on needed reforms to domestic spectrum policies and management in order to: license radio frequencies in a way that maximizes their
public benefits; keep wireless networks as open to innovation as possible; and make wireless services available to all Americans.
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NTIA issued a Request for Information (RFI) seeking public comment on various issues relating to the development of the State and Local
Implementation grant program, which NTIA must establish pursuant to the Middle Class Tax Relief and Job Creation Act of 2012 to assist
state and local governments in planning for a single, nationwide interoperable public safety broadband network. NTIA intends to use the
input from this process to inform the development of programmatic requirements to govern the state and local planning grants program.

The act also created the First Responder Network Authority (FirstNet) as an independent authority within NTIA. FirstNet is Congressionally
mandated to establish a nationwide wireless broadband network that enables police, firefighters, emergency services personnel, and
others in public safety to better communicate with one another during emergencies and use new technology to improve response time,
keep communities safe, and save lives. The FirstNet Board is responsible for making strategic decisions regarding FirstNet's operations.
The FirstNet Board held its first public meeting on September 25, 2012, adopting bylaws and making initial organizational decisions.

SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (NTIA) TARGET ACTUAL' STATUS

Update the spectrum inventory first established in FY 2010 Inventory
spectrum updated and
inventory made available
update to federal
agencies
Identify up to 500 MHz of spectrum to support commercial broadband Meet 66% of
services or products milestones
regarding the
identification 85% Exceeded
of 500 MHz
for wireless
broadband
Miles of broadband networks deployed (infrastructure projects) 50,000 72,152 Exceeded
Community anchor institutions connected (infrastructure projects) 10,000 10,045 Exceeded

Neyv and upgraded computer workstations (public computer centers 35,000 36,347 e
projects)

New household gnd busmess subscribers to broadband (sustainable 350,000 388,679 Exceeded
broadband adoption projects)

T Actuals as of June 30, 2012. NTIA anticipates exceeding all its targets with fourth quarter data.
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OBJECTIVE 5

Provide measurement tools and standards to strengthen manufacturing, enable innovation,
and increase efficiency (NIST)

PUBLIC BENEFITS

IST works with U.S. industry and other stakeholders to promote U.S. innovation and industrial competitiveness by advancing

measurement science, standards, and technology that drive technological change. The NIST laboratories play a unique role in
the Nation's scientific, industrial, and business communities and anchor the national measurement and standards system that is the
language of research and commerce. NIST's presence and leadership in the Nation’s measurement and standards system enables
companies, government agencies, and universities to work with each other more easily, improving the Nation's economic security
and quality of life. NIST's activities also help address a broad range of critical challenges for the Nation to lay the foundation for
future success in priority areas such as advanced manufacturing, cybersecurity, Smart Grid, healthcare IT, alternative energies, and
improved sustainability.

The NIST Laboratory Programs work at the frontiers of measurement science to ensure that the U.S. system of measurements is
firmly grounded on sound scientific and technical principles. Today, the NIST laboratories address increasingly complex measurement
challenges, ranging from the very small (e.g., nanoscale devices) to the very large (e.g., vehicles and buildings), and from the physical
(e.g., renewable energy sources) to the virtual (e.g., cybersecurity and cloud computing). As new technologies develop and evolve,
NIST's measurement research and services remain central to innovation, productivity, trade, and public safety.

The NIST Laboratory Programs provide industry, academia, and other federal agencies with:
@ Scientific underpinnings for basic and derived measurement units in the international standards community, measurement and

calibration services, and certified reference materials;

® Impartial expertise and leadership in basic and applied research to enable development of test methods and verified data to support
the efficient commercialization and exchange of goods and services in industry and commerce;

® Support for the development of open, consensus-based standards and specifications that define technical and performance require-
ments for goods and services, with associated measurements and test methods for conformity; and

@® Unique cutting edge user facilities that support innovation in materials science, nanotechnology discovery and fabrication, and other
emerging technology areas through the NIST Center for Neutron Research, which provides world class neutron measurement
capabilities to the U.S. research community, and the NIST Center for Nanoscale Science and Technology, which supports nanotech-
nology development from discovery to production.

In addition, NIST is designated under the National Technology Transfer Advancement Act as the coordinator for all federal agencies
using documentary standards that are developed by private-sector consensus bodies to carry out their policy objectives.
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ACHIEVEMENTS
Two New Advanced Laboratories Open at NIST Boulder and JILA

New buildings for high-precision science and measurements have opened in Boulder, CO, providing upgraded facilities to support
technology innovation, economic growth, and the training of future scientists. The Precision Measurement Lab at NIST and the X-Wing
at JILA—a joint venture of NIST and University of Colorado at Boulder—tightly control environmental conditions such as vibration
and temperature, as is required for cutting-edge research with lasers, atomic clocks, nanotechnology, and other areas of study.
Both buildings also have capabilities for micro and nanofabrication of custom research devices. The original labs were built in the 1950s
and 1960s. (http.//www.nist.gov/public_affairs/tech-beat/tb20120417.cfm#labs)

Advanced Manufacturing National Program Office Established at NIST

NIST has established the Advanced Manufacturing National Program Office to enable more effective collaboration in identifying and
addressing challenges and opportunities that span technology areas and cut across Agency missions. Hosted by NIST, the office
will be staffed by representatives from federal agencies with manufacturing-related missions as well as fellows from manufacturing
companies and universities. It will link federal efforts to the growing number of private-sector partnerships between manufacturers,
universities, state and local governments, and other organizations. (http./www.nist.gov/public_affairs/releases/npo-121911.cfm)

NIST Establishes National Cybersecurity Center of Excellence

NIST established the National Cybersecurity Center of Excellence, a public-private collaboration for accelerating the widespread
adoption of integrated cybersecurity tools and technologies. The center will work to strengthen U.S. economic growth by addressing
the cybersecurity challenges of real-world complex IT systems. Potential use case examples would be interoperable cybersecurity
templates to address challenges in health IT, cloud and mobile computing, cryptography, or continuous monitoring of IT systems.
(http://www.nist.gov/public_affairs/tech-beat/tb20120221.cfm#nccoe)

NIST Opens the Net-Zero Energy Residential Test Facility

NIST unveiled a new laboratory designed to demonstrate that a typical-looking suburban home for a family of four can generate as
much energy as it uses in a year. The two-story, four-bedroom, three-bath facility incorporates energy-efficient construction and
appliances, as well as energy-generating technologies such as solar water heating and solar photovoltaic systems. Following an initial
year-long experiment to prove net-zero energy usage, the facility will be used to improve test methods for energy-efficient technologies
and develop cost-effective design standards for energy-efficient homes that could reduce overall energy consumption and harmful
pollution, and save families money on their monthly utility bills. (http.//www.nist.gov/el/nzertt/net_zero_91212.cfm)

NIST Physicists Benchmark Quantum Simulator with Hundreds of Qubits

Physicists at NIST have built a quantum simulator that can engineer interactions among hundreds of quantum bits (qubits)—10 times
more than previous devices. The simulator has passed a series of benchmarking tests and scientists are poised to study problems
in material science that are impossible to model on conventional computers. Other experiments have yet to fully involve more than
30 qubits, the threshold at which calculations become impossible on conventional computers, but the NIST simulator has extensive
control over hundreds of qubits. (http./www.nist.gov/public_affairs/tech-beat/tb20120502.cfm#qubits)
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Study Finds Failure Points in Firefighter Protective Equipment

NIST researchers uncovered temperature and heat-flow conditions that can seriously damage facepiece lenses on standard firefighter
breathing equipment, a potential contributing factor for first-responder fatalities and injuries. The experiments will inform efforts to
improve the match between standard requirements and real-life conditions. Until now, these efforts have been hampered by lack of
information regarding the high-temperature and high-heat-flow performance of facepiece lenses and the actual fire-scene conditions
that have resulted in lens failures. (http.//www.nist.gov/el/fire_research/scba-120611.cfm)

New NIST Biometric Data Standard Adds DNA, Footmarks, and Enhanced Fingerprint Descriptions

NIST published a revised biometric standard that vastly expands the type and amount of information that forensic scientists can
share across their international networks to identify victims or solve crimes. New types of biometric data—DNA and footprints—were
added as well as updates to existing record types such as fingerprints, facial images, or iris samples. The revision includes the first
international standard for the exchange of DNA data. (http.//www.nist.gov/public_affairs/tech-beat/tb20111206.cfm#biometric)

Publications Provide Cloud Computing Standards Roadmap and Reference Architecture

NIST has published two new documents on cloud computing that provide guidance for understanding the cloud computing standards
and categories of cloud services that industry and government can use. Cloud computing is a model for enabling ubiquitous,
on-demand network access to a shared pool of computing resources, including servers, data storage, and applications and services.
These documents are incorporated into the NIST U.S. Government Cloud Computing Technology Roadmap, which describes
what needs to be done to establish cloud computing across government agencies. (http.//www.nist.gov/public_affairs/tech-beat/
tb20110913.cfm#cloud)

New Tool Helps Organizations Meet Health Care Security Requirements

A new free toolkit developed by NIST can help public and private organizations to understand and implement the requirements of
the Health Insurance Portability and Accountability Act Security Rule. The act was enacted by Congress in part to promote efficiency
in the health care industry through the use of standardized electronic transactions, while protecting the privacy and security of health
information. Organizations can use the toolkit to identify areas where security safeguards may be needed to protect electronic
health information, or where their existing safeguards may need to be improved. (http.//www.nist.gov/public_affairs/tech-beat/
tb20111122.cfm#hipaa)

NIST Releases Final Smart Grid ‘Framework 2.0’ Document

NIST has updated its Framework and Roadmap for Smart Grid Interoperability Standards. The new version adds 22 standards,
specifications and guidelines to the 75 NIST recommended in the 1.0 version of January 2010 as relevant to the Smart Grid. Further
additions include an expanded view of Smart Grid architecture, developments to ensure grid cybersecurity, a new framework for
testing the conformity of devices and systems to be connected to the Smart Grid, and information on coordinating Smart Grid standards
development in the United States with similar efforts elsewhere in the world. (http.//www.nist.gov/smartgrid/framework-022812.cfm)
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Novel Filter Material Could Cut Natural Gas Refining Costs

Measurements taken by a team including NIST scientists show that a new material has the ability to separate components of natural
gas from one another, a task that currently demands a good deal of energy to accomplish. The results, published in the journal Science,
might improve the efficiency of the distillation process, which currently involves chilling gas down to the point where its components
liguefy. The "metal-organic framework” material the team examined can selectively absorb light hydrocarbons at much higher
temperatures, potentially making separation more economical. (http.//www.nist.gov/nenr/filter-032812.cfm)

SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (NIST) TARGET ACTUAL STATUS

Qualitative assessment and review of technical quality and merit using Complete
peer review annual peer Completed
review
Citation impact of NIST-authored publications > 1.1 > 1.1
Peer-reviewed technical publications produced 1,210 1,335
Standard Reference Materials (SRM) sold 31,000 33,441
NIST-maintained datasets downloaded 18,000,000 22,567,416 Exceeded
Number of calibration tests performed 14,000 17,206

T Actual for this measure lags nine months. The actual shown here is based on FY 2011 data.

HISTORICAL TRENDS

The National Research Council (NRC), in cooperation with NIST, has completed its peer assessments every year with typically high
praise for NIST programs. NIST typically meets all its targets each year.
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STRATEGIC GOAL — MARKET DEVELOPMENT
AND COMMERCIALIZATION

Foster market opportunities that equip businesses and communities with the tools they need to expand,
creating quality jobs with special emphasis on unserved and underserved groups

MARKET DEVELOPMENT AND COMMERCIALIZATION TOTAL RESOURCES

Funding Levels FTE' Resources
(Dollars in Millions)

$446.4

$424.0 526
$382.5 $370.7 486 502 483
$334.1 i1 449

$356.9

2007 2008 2009 2010 2011 2012
2007 2008 2009 2010 2011 2012 Fiscal Year

Fiscal Year |FTE—Full-Time Equivalent

which contribute to the Secretary’s theme of Economic STATUS OF CURRENT MEASURES

Growth. The following public benefits, achievements,
and performance results are associated with each objective.

T his strategic goal is comprised of three objectives MARKET DEVELOPMENT AND COMMERCIALIZATION

| M Improving M Stable M Declining New Measure |

| Improving, stable, or declining measures have at least three years of data. |
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OBJECTIVE 6

Promote the advancement of sustainable technologies, industries, and infrastructure (EDA)

PUBLIC BENEFITS

G reen technologies and industries refer to efforts and activities that preserve or enhance environmental quality by limiting the
Nation's dependence on fossil fuels, enhancing energy efficiency, curbing greenhouse-gas emissions, and protecting natural
systems. As a subset of green, blue technologies refer to environmentally-sustainable efforts and activities related to oceans and
waterways, aquaculture, renewable energy (hydropower, ocean thermal energy, wave power, etc.), and water science management.

Facing the challenges presented by global warming and climate change also offers opportunities to U.S. businesses. It is a Departmental
priority to gather data about the environment, promote energy efficient and environmentally sustainable technologies, and use this
information to grow jobs in the blue and green economies.

The Economic Development Administration (EDA) provides strategic investments in projects that encourage growth of the green
economy. Recent EDA-funded research reveals that businesses in renewable energy and alternative fuels, green building and energy
efficiency technology, energy-efficient infrastructure, transportation, and recycling are growing faster than the rest of the economy.
These findings illustrate the promise environmentally sustainable development, and more specifically, advances in green industries and
technologies, have for transforming regional economies and spurring innovation and fostering job growth.

Through its strategic investments, EDA helps communities leverage their regional assets to promote economic development
in a sustainable manner. For example, EDA can provide technical assistance to plan or test the feasibility of transitioning to green
practices, resources to help construct U.S. Green Building Council’'s Leadership in Energy and Environmental Design (LEED) certified
(or equivalent) buildings, or support to make a business or manufacturing process more environmentally-friendly and more competitive.
Since FY 2010, EDA has measured its success in promoting environmentally-sustainable economic development through a Priority Goal
by raising to 12 percent the percentage of construction projects involving buildings or structures funded by Economic Development
Assistance Programs that are certified by the U.S. Green Building Council’s LEED or a comparable third-party certification program.

ACHIEVEMENTS

In FY 2012, EDA updated its Environmental Sustainable Development investment priority, which encourages the use of its programs
to support environmentally-sustainable economic development. There are several conditions which must be met for an EDA project to
advance this investment priority, such as a project’s proximity to quality transit and its reuse of existing developed land. EDA streamlined
an applicant’s ability to achieve this investment priority by enabling projects sited within the boundaries of an area that has received the
U.S. Department of Housing and Urban Development’s (HUD) Preferred Sustainability Status designation and can demonstrate how
the project is consistent with the Partnership for Sustainable Communities Livability Principles to do so.

SUMMARY OF PERFORMANCE

The measures for this objective overlap with those of Objectives 3 and 7. The targets and actual performance of those measures
appear on page 56.
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OBJECTIVE 7

Promote the vitality and competitiveness of our communities and businesses, particularly
those that are disadvantaged or in distressed areas (EDA, MBDA)

PUBLIC BENEFITS

n support of disadvantaged individuals and communities, EDA promotes private enterprise and job creation in economically

distressed communities and regions by investing in projects that produce jobs and generate private capital investment.
Through partnerships with local development officials: Economic Development Districts (EDD); University Centers; faith-based
and community-based organizations; and local, state, and federal agencies, EDA can assist distressed communities with strategic
planning and investment activities. This process helps communities set priorities, determine the viability of projects, and leverage
outside resources to improve the local economy to sustain long-term economic growth.

For communities that are particularly distressed through natural disasters, EDA has a long history of providing concerted economic
assistance designed to assist these communities with their long-term economic recovery. In partnership with the Federal Emergency
Management Agency (FEMA), EDA will often provide the initial economic impact assessment of affected areas. EDA then works with
the community to provide tailored assistance, whether by supporting a disaster coordinator to help guide the community in its recovery
efforts, or by providing funds for targeted infrastructure designed to help catalyze the regional economy to overcome the effects of
the disaster.

The Minority Business Development Agency (MBDA) promotes the ability of minority business enterprises (MBE) to grow and to
participate in the global economy through a range of activities that include funding a network of centers that provide MBEs a variety
of business assistance services. MBDA, through its direct federal client services and its network of funded centers (1) fosters the
expansion of opportunities for minority-owned business in the global marketplace, (2) identifies sources of financial capital for minority-
owned firms, (3) develops and upgrades electronic tools to provide access to growth markets through automated matching of MBEs
to public and private sector opportunities, (4) provides management and technical assistance to minority-owned businesses, and
(5) advocates for the increased use of e-commerce and new technologies by MBEs.

ACHIEVEMENTS

In FY 2012, EDA continued to develop, implement, and lead successful efforts to coordinate federal resources and streamline processes
and procedures for both grant application requirements and post-award grant administration. The Strong Cities, Strong Communities
Visioning Challenge, in the same vein of interagency collaboration, leveraged HUD's resources and philanthropic networks to provide
funding for cities to conduct economic planning competitions, in which financial prizes are used to incentivize the submission of
community-led, bottom-up economic development plans. Lastly, EDA received a supplemental appropriation of $200 million to support
long-term economic recovery and infrastructure support in communities receiving a major disaster designation in FY 2011. To ensure
that these resources began to be disbursed as rapidly and effectively as possible, EDA developed a streamlined application process
that allows for an expeditious review and evaluation.
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In FY 2012, MBDA experienced a very productive year. MBDA created 5,331 new jobs across the Nation and saved tens of thousands
of existing jobs by helping minority-owned and operated businesses obtain contracts, totaling $1.16 billion, and financial awards,
totaling $1.56 billion.

MBDA continued to operate a nationwide network of 39 MBDA Business Centers, including centers focused on American Indians and
Alaska Natives. MBDA also continued to operate a center for government contracting to provide direct support to minority-owned
companies across the Nation that desire to compete for government contracts. This center provides a central location for minority-
owned businesses to obtain the information, skills, and relationships they need to achieve favorable contract acquisition.

In FY 2012, MBDA engaged in an ambitious reorganization effort to focus its critical resources on supporting the Nation’s MBEs
through its network of Business Centers. MBDA's regional administrative offices were closed and staff were integrated into MBDA
headquarters. The network of funded centers now have a central point of contact with MBDA headquarters to support their local and
national efforts to help MBEs succeed in the global marketplace.

The National Advisory Council on Minority Business Enterprises continued to be a critical source of policy recommendations on how to
expand the economic capability of MBEs. MBDA worked closely with advisory board members to promote policies that create a level
playing field for MBEs across the Nation.

Under the auspices of President Obama'’s National Export Initiative (NEI), export promotion and the globalization of the minority
business community continued to be a substantial focus of Agency activities in FY 2012. MBDA's target clients have unique
competitive advantages in the global markets, including language skills, cultural knowledge, knowledge of local business practices, and
familial and other relationships. These competitive advantages have resulted in minority-owned firms being twice as likely to export as
non-minority-owned firms. To leverage these competitive advantages on behalf of the U.S. economy, MBDA engaged in an effort to
identify those companies that have export potential and support them as they globalize their business models.

SUMMARY OF PERFORMANCE

Several of the measures for this objective overlap with those of Objectives 3 and 6. The targets and actual performance of those
measures appear on page 56. In addition, the following measures apply only to this objective.

PERFORMANCE MEASURE TARGET ACTUAL STATUS

Percentage of Trade Adjustment Assistance Center (TAAC) clients taking

. . i, 90% 85%

action as a result of the assistance facilitated by the TAACs (EDA) ° °
Percentage of those actions taken by Trade Adjustment Assistance Center

) . 95% 100%
clients that achieved the expected results (EDA)
Dollar value of contract awards obtained (billions) (MBDA) $1.10 $1.16
Dollar value of financial awards obtained (billions) (MBDA) $0.90 $1.56 Exceeded
Number of new job opportunities created (MBDA) 5,000 5,331
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FY 2012 MISSED TARGETS

PERCENTAGE OF TRADE ADJUSTMENT ASSISTANCE CENTER (TAAC) CLIENTS TAKING ACTION AS A RESULT OF THE ASSIS-
TANCE FACILITATED BY THE TAACS (EDA)

The decrease in the percentage of TAAC clients taking action as a result of the assistance facilitated by the
Explanation ~ TAACs may be due to firms having to allocate resources that would have gone towards implementing projects to
operating costs as a result of the recession-driven economic downturn.

Action No actions to be taken.

HISTORICAL TRENDS

In the past, EDA and MBDA have consistently met their targets.

OBJECTIVE 8

Improve the competitiveness of small and medium-sized firms in manufacturing
and service industries (ITA, NIST)

PUBLIC BENEFITS

ITA

T he International Trade Administration’s (ITA) Manufacturing and Services (MAS) program provides the Administration, Congress,
and U.S. businesses the data and analysis needed to make informed decisions on issues impinging on U.S. competitiveness
and employment. The data program is especially valuable to policymakers who require trade information at sub-national (state and
metropolitan) and small and medium exporter levels. MAS has also created an online database of U.S. free trade agreement (FTA)
tariff rates to better enable small and medium-sized firms to take advantage of these agreements. In addition, to be competitive in
today’s global economy, U.S. companies need to be able to move products and services securely, quickly, and efficiently within U.S.
borders and beyond. MAS launched a national dialogue to explore supply chain infrastructure issues that cut across the broad range
of national priorities. MAS is framing the issues and prioritizing what needs to be done to improve U.S. competitiveness, especially
through coordinating with other ITA units to develop in-depth and data-driven strategies that can be the basis for Administration
policies and coordinated activities to expand U.S. exports that support U.S. jobs.

The Nation's approximately 300,000 manufacturers employed more than 11.5 million people in high-paying jobs in 2010. U.S. manufac-
turers represent roughly two-thirds of total U.S. research and development (R&D) expenditures and account for 60 percent of all U.S.
goods and exports. A strong manufacturing base is critical to the economic strength and stability of the United States. Increased manufac-
turing productivity and competitiveness are essential for the survival of this crucial industrial base.

MAS administers the Market Development Cooperator Program (MDCP). An MDCP award establishes a public-private partnership
whereby ITA provides a trade association or other non-profit industry organization with technical and financial assistance. MDCP
awards enhance the competitiveness of U.S. industries by reducing the startup costs of new projects designed to help U.S. firms to
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export. Projects vary based on industry focus and target market. Project elements vary as well, ranging from organizing U.S. industry
participation in foreign trade shows to removal of market access barriers that limit exports. Performance is measured by the value of
exports generated annually from public-private MDCP partnerships.

NIST

A strong domestic manufacturing base is vital to the U.S. economy, national security, and fostering U.S. technology and innovation.
The National Institute of Standards and Technology's (NIST) Hollings Manufacturing Extension Partnership (MEP) connects
manufacturers with the tools, information, and opportunities available to develop innovative products, diversify into new markets, and
increase options for growth and profitability. In doing so, MEP supports the mission of NIST of promoting U.S. innovation and industrial
competitiveness, while also advancing the Department’s Market Development and Commercialization goal.

MEP is a federal-state-industry partnership that provides U.S. manufacturers with access to technologies, resources, and industry
experts. The MEP program consists of centers in every state and Puerto Rico that work directly with their local manufacturing
communities to strengthen the competitiveness of the Nation's domestic manufacturing base. Funding for the MEP centers is a
cost-sharing arrangement consisting of support from the federal government, state and local government/entities, and fees charged to
the manufacturing clients for services provided by the MEP centers.

Through the MEP program, manufacturers have access to a network of manufacturing experts available to assist in the adoption of
new technologies, developing innovative products, and implementing process innovations to improve their productivity, profitability,
and competitiveness. MEP, in collaboration with partners in all levels of the government, universities, community colleges, and the
private sector, is working to accelerate manufacturing’s ongoing transformation into a more efficient and powerful engine of innovation
that drives economic growth and job creation.

Each year MEP works with thousands of U.S. manufacturers to implement the best combination of process improvements and growth
services for each individual company. MEP is focused on providing the services that reduce manufacturer’'s bottom-line expenses,
increase efficiencies, and build capacity to foster the development of new products, expand into new markets, and the adoption of
new technologies that improve the overall competitiveness of each manufacturer.

Through an annual client survey, the program obtains quantifiable impacts of MEP services on its clients’ bottom line. MEP demonstrates
the impact of its services on increased sales, increased capital investment, and cost savings attributed to MEP assistance.

ACHIEVEMENTS

ITA

As part of the Office of Management and Budget (OMB) led interagency rulemaking process, the MAS Regulatory Affairs team
provided comments on the Environmental Protection Agency's (EPA) Treatment of Confidential Business Information for the Chemicals
Industry rule. Although EPA had not calculated compliance costs for the rule; the Regulatory Affairs team estimates the annual costs
to be approximately $800 million. The Regulatory Affairs team also contributed to EPA's greenhouse gas and Corporate Average Fuel
Economy (CAFE) regulations. The Regulatory Affairs team suggested changes to the text of the proposed 2017-2025 greenhouse gas
and CAFE standards for light duty vehicles to highlight the benefits to U.S. automobile competitiveness of moving efficiency standards
closer to those of other major markets, and EPA agreed to the suggested changes.
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ITA continues to make progress toward achievement of NEI goals by leveraging public-private partnerships through the
MAS-administered MDCP. Led by tourism and building material exports to China, MDCP partners have helped U.S. companies export
$1.7 billion to various foreign markets during the first nine months of FY 2012. This is the second highest three-quarter export result
since MDCP export result tracking began in 1997. MDCP awards help trade associations and other non-profit industry groups help
small and medium-sized enterprises to increase revenue and create jobs. On average, for every MDCP award dollar, $219 is generated
in exports. Additionally, MAS has 24 active MDCP cooperative agreements, including nine 2012 awards for $2.4 million in financial
assistance.

NIST

Manufacturing Extension Partnership Helps Manufacturers Increase Sales and Retain Jobs

MEP'’s nationwide network of centers with nearly 1,300 technical experts helped small and mid-sized manufacturers receiving services
in FY 2011 increase their sales by an estimated $2.7 billion (MEP results have a one-year time lag). MEP provided its clients with a range
of tools and services focused on the adoptions of new technologies, exporting strategies, and workforce retention. These activities will
generate an estimated $2.6 billion in capital investments, $966 million in cost savings, and 65,077 jobs created or retained.

For example, with help from the MEP system and partners, Idaho-based Rekluse Motor Sports developed a strategic export action plan
that increased sales to the European Union, created 31 new jobs, and expanded revenues to over $3 million. Unarco, an Oklahoma-
based manufacturer of shopping carts, was looking to drive out waste in their manufacturing process and reduce their impact on
the environment. By working with MEP, the company revamped their manufacturing processes and incorporated powder coating
technologies resulting in near elimination of hazardous materials, $15,000 in utility savings, and the creation of three new jobs.
Additional MEP client success stories are available on MEP's Web site at: http.//ws680.nist.gov/mepmeis/SearchSS.aspx.

Energy and Commerce Departments Announce New Centers for Building Operations Excellence

Through MEP, the Department and the U.S. Department of Energy selected three Centers for Building Operations Excellence to
receive a total of $1.3 million to create and deploy programs aimed at training and expanding current and incoming building operators.
The centers will work with universities, local community and technical colleges, trade associations, and the Energy Department's

national laboratories to build training programs that provide commercial building professionals with the critical skills they need to
optimize building efficiency while reducing energy waste and saving money.

SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE TARGET ACTUAL STATUS

Exports generated annually from public/private partnerships (ITA) $1.9B $1.7B"
Annugl cogt savings re§u|t|ng from thle adoption of MAS recommendations $250M $OM
contained in MAS studies and analysis (ITA)
Number of clients served by Hollings MEP centers receiving federal funding 32 500 32123 Slightly Below
(NIST)

(continued)
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PERFORMANCE MEASURE TARGET ACTUAL STATUS

Increased sales attributed to Hollings MEP centers receiving federal funding $2,000M $2,700M

(NIST) from FY 2011 from FY 2011
funding funding?

Capital investment attributed to Hollings MEP centers receiving federal $1,1700M $2,600M

funding (NIST) from FY 2011 from FY 2011 Exceeded
funding funding?

Cost savings attributed to Hollings MEP centers receiving federal $1,100M $966M from

funding (NIST) from FY 2011 FY 2011
funding funding?

T Results as of June 30, 2012. Once final numbers are in, ITA expects to meet or exceed the target.

2 NIST performance actuals for this objective lagged at least six months. Therefore, beginning with the FY 2005 PAR, NIST shifted to a format
in which NIST reports actuals one year later. This data lag, coupled with the time line for producing the PAR, precludes the reporting of actual
FY 2012 data. With the exception of the number of clients, the NIST data reported in the current year PAR are an estimate based on three
quarters of actual client reported impacts and one quarter estimated client impacts.

FY 2012 MISSED TARGETS

m ANNUAL COST SAVINGS RESULTING FROM THE ADOPTION OF MAS RECOMMENDATIONS CONTAINED IN MAS STUDIES

AND ANALYSIS (ITA)

MAS did not meet the target for annual cost savings resulting from the adoption of MAS recommendations

contained in MAS studies and analysis because none of the rules MAS commented on in FY 2012, which would

have resulted in cost savings, have been issued as final rules. MAS, however, contributed industry and analytical
Explanation  expertise on several rules, the most important of which was the Department of Energy 810 rule regulating the
export of unclassified nuclear technology. MAS analysis indicating that the value of nuclear civil exports could
cross the $100 million threshold by 2015 has caused OMB to reconsider whether the rule might be deemed
economically significant.
MAS actively follows the rule-making process and focuses especially on economically significant rules, i.e., those
that have an impact of over $100 million that have the potential to impact the global competitiveness of U.S.
industry. In FY 2012, there have been significantly fewer rules to consider than in past years. The number of rules
to consider in any year is beyond the control of MAS.

| MEASURE | NUMBER OF CLIENTS SERVED BY HOLLINGS MEP CENTERS RECEIVING FEDERAL FUNDING (NIST)

The performance target was set at an approximate target level, and the deviation from that level is slight.
There was no effect on the overall program or activity performance.

Action

Explanation

Action No actions to be taken.

m COST SAVINGS ATTRIBUTED TO HOLLINGS MEP CENTERS RECEIVING FEDERAL FUNDING (NIST)

InFY 2012, MEP continued the transition of the MEP system from a focus on continuous improvement and primarily
cost savings to a broader focus on innovation-driven business growth for U.S. manufacturing firms. This transition
involves the MEP centers working with companies on longer-term projects with expected economic impacts in

Explanation  the area of new product development, expanded markets, and increased sales. These innovation-focused projects
realize lower economic impact with respect to the cost savings measure. In addition, business innovation service
offerings require a renewed skill set for the MEP center staff and a considerable effort was made in FY 2012 to
build the capacity and skills of center staff to effectively deliver innovation services to manufacturers.

As the program continues this transition, MEP will monitor all impact measures and specific measures and

Action ) . . . .
targets may need to be adjusted to reflect the program's shifting focus to longer-term, innovation projects.
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HISTORICAL TRENDS

MAS has consistently met its targets for annual cost savings resulting from the adoption of MAS recommendations contained in MAS
studies and analysis when the rule-making process has been more active, a characteristic beyond the the control of MAS.

MEP has consistently exceeded its targets. Performance projections are based in part on past programmatic results but also on
the current operating realities of the MEP centers and their manufacturing clients. The projections reflect a realization that any sort
of forecast must be based on current economic and market conditions and also other contributing factors such as state funding
uncertainties. Simply projecting past results into the future in a linear fashion does not take into account these other considerations.
Data from the Federal Reserve Board, the Institute for Supply Management, Bureau of Labor Statistics, and Bureau of Economic
Analysis are monitored and assessed on a regular basis to inform MEP’s performance targets.
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STRATEGIC GOAL — TRADE PROMOTION AND COMPLIANCE

Improve our global competitiveness and foster domestic job growth while protecting American security

TRADE PROMOTION AND COMPLIANCE TOTAL RESOURCES

Funding Levels

1
(Dollars in Millions) FTE' Resources

$525.0 $538.5 $541.3

$493.7

2118 2,008 1,985 1,940 2,037 1,953

2007 2008 2009 2010 2011 2012
2007 2008 2009 2010 2011 2012 Fiscal Year

Fiscal Year 'FTE—Full-Time Equivalent

: : : ! . ) TRADE PROMOTION AND COMPLIANCE
his strategic goal is comprised of four objectives which STATUS OF CURRENT MEASURES
contribute to the Secretary's theme of Economic

Growth. The following public benefits, achievements
and performance results are associated with each objective.

| M Improving M Stable M Declining New Measure |

| Improving, stable, or declining measures have at least three years of data. |
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OBJECTIVE 9

Increase U.S. export value through trade promotion, market access, compliance, and interagency
collaboration (including support for small and medium enterprises) (ITA)

PUBLIC BENEFITS

he health of the U.S. economy depends on small and medium-sized enterprises (SME) since they account for 98 percent of

all U.S. exporters. Many of these firms have been successful in doing business in countries that have recently negotiated free
trade agreements (FTA) with the United States. The U.S. and Foreign Commercial Service (US&FCS) program provides front-line
diplomatic support to U.S. companies for commercial issues overseas, advocates for U.S. companies bidding on foreign government
procurements, and creates a supporting environment at home in which all U.S. firms, including SMEs, can flourish by increasing
export opportunity awareness among U.S. companies. This is accomplished by advocating on behalf of the U.S. companies in
foreign markets; identifying potential exporters who need assistance; leveraging electronic and traditional media; enhancing relation-
ships with customers; and developing alliances and partnerships with state, local, and private partners to deliver export assistance.
US&FCS helps U.S. companies take advantage of world market conditions to find new buyers.

ACHIEVEMENTS

Amidst the pressures of a troubled global economy, US&FCS continued to help U.S businesses maximize their export potential,
enabling them to diversify their customer base, remain globally competitive, and maintain jobs for Americans through global trade.
In 2012, US&FCS assisted nearly 19.000 U.S. companies by providing in-depth export counseling, market entry plans, business-to-
business matchmaking services, market research and due diligence reports, and other customized export development and market
entry services. US&FCS also led trade missions around the globe, brought foreign buyer delegations to U.S. trade shows, promoted
U.S. companies at international trade events, and organized product launches and technical seminars overseas. In addition, US&FCS
continued to provide front-line diplomatic support to U.S. companies overseas and advocated for U.S. companies bidding on foreign
government procurements. As a result of these efforts, US&FCS facilitated more than $100 billion in exports for nearly 5,600 U.S.
companies in 2012. Over 80 percent of these companies were SMEs that exported for the first time, entered a new market, or
increased their market share in an existing market.

US&FCS continues to support the National Export Initiative (NEI). Launched in February 2010, President Obama's NEI is designed to
reach the goal of doubling exports by 2014 to support two million jobs in the United States. The NEI is focused on three key areas:
(1) a more robust effort by this administration to expand its trade advocacy in all its forms, especially for SMEs, (2) improving access
to credit with a focus on SMEs that want to export, and (3) continuing the rigorous enforcement of international trade laws to help
remove barriers that prevent U.S. companies from getting free and fair access to foreign markets. Since the President announced the
NEI, the Department’'s Advocacy Center has assisted U.S. companies competing for export opportunities, supporting $111 billion in
exports. With offices and staff around the globe and throughout the United States, the Department's Commercial Service has helped
more than 15,000 companies generate $162 billion worth of exports. To date, the Department has coordinated 103 trade missions
with over 1,000 companies to 82 countries.

The International Trade Administration’s (ITA) Export.gov is currently the federal government’'s most comprehensive Web site on
exporting. Since its launch in 2001, ITA has made incremental improvements to Export.gov over the years, and in 2012 ITA began
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the effort to transition the Export.gov Web site to a new platform that will improve clients’ online experience and deliver personalized
content to SMEs through a “MyExport.gov” like experience. Based on a company’s profile (including industry, exporting maturity, size
of company, etc.), information on events, market research, and trade leads will be pushed to clients. This will save SMEs time and
effort so that they can focus on building the best product, expanding international sales, and providing world class service. This new
tool is being designed to consolidate feeds from the Trade Promotion Coordinating Committee agencies and integrate them into
Export.gov and into BusinessUSA, delivering an enhanced client experience.

The Strategic Partnership Program has grown exponentially in 2012, from 18 public-private partnership agreements to 96 agreements
with companies and associations, and continued to promote successful public-private partnerships through the growth of the New
Market Exporter Initiative (NMEI) and the introduction of the Global Buyers Initiative (GBI). In 2012 alone, partners cooperated on
more than 260 activities reaching more than 13,500 clients and committed more than $120,000 in resources including paying for
their customers to receive services and supporting educational outreach. The NMEI is a program of the President’s NEI, recom-
mended in the September 16, 2010 “Report to the President on the National Export Initiative: The Export Promotion Cabinet's Plan for
Doubling U.S. Exports in Five Years.” The NMEI leverages strategic partners to expand U.S. exports by identifying their customers and
members who sell to at least one international market and providing them with assistance selling to additional markets. The GBI was
developed as a foreign buyer recruitment program to better identify and align foreign importers with U.S. exporters. To date, the NMEI
has 23 active partners and has generated more than 2,000 company registrations, while the GBI has developed initial partnerships with
16 organizations.

SelectUSA was created last year by Executive Order of the President to promote and facilitate business investment in the United
States. In addition to developing and formalizing its advocacy, ombudsman, and investor inquiry services, SelectUSA has used its
2012 pilot year to develop a robust outreach strategy focused on leveraging the Department’s foreign and domestic fields. Interna-
tionally, SelectUSA identified 25 target markets for focused outreach and engagement. Those markets—which include Belgium, Brazil,
Canada, China & Hong Kong, Finland, France, Germany, India, Ireland, Israel, Italy, Japan, Mexico, Netherlands, Russia, Saudi Arabia,
Singapore, South Korea, Spain, Sweden, Switzerland, Taiwan, United Arab Emirates, and United Kingdom—comprise 90 percent of
current foreign direct investment in the United States. SelectUSA provided training to commercial officers in 23 of these 25 target
markets. Domestically, SelectUSA increases awareness of its services among U.S. economic development organizations and other
key stakeholders by leveraging intra-agency partners, including the National Institute of Science and Technology's (NIST) Hollings
Manufacturing Extension Partnership (MEP), the Economic Development Administration (EDA), the Minority Business Development
Agency (MBDA), and the U.S. Patent and Trademark Office (USPTO).

In March 2012, then Secretary Bryson led an Infrastructure Business Development Trade Mission to India. Over the course of five
days, the 16 companies and 27 executives represented on the missions participated in over 200 individual and group meetings with
Indian companies and government officials, as well as attended several large events where additional introductions were made,
including breakfasts/luncheons hosted by the local American Chamber of Commerce, Indian Business Organizations (Cll and FICCI),
and the Ambassador and Consul General. These activities generated multiple leads, potential agreements, and potential future sales.
During the wrap-up discussions, the participating companies indicated that there were significant opportunities in the Indian market
and most expected commercial success to come from their participation in the mission in the next 18-24 months.

The International Buyer Program (IBP) is one of the most successful US&FCS trade promotion programs. The IBP offers business-
to-business matchmaking service offerings enabling U.S. companies to meet a breadth of prospective buyers from around the world
all in one domestic venue. In FY 2012, the IBP recruited 10,880 prospective buyers from international markets to come and meet
U.S. exporters at 33 participating U.S. industry trade events. During these trade shows, US&FCS personnel facilitated 3,860 trade
counseling sessions with U.S. and international companies. As a result, the IBP generated nearly $614 million in exports in FY 2012.
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An excellent example of the IBP value proposition is the Consumer Electronics Show (CES)—the world's largest annual trade show
for the broad-based consumer electronics technology market, held in January 2012 in Las Vegas, NV. Through the IBP, the US&FCS
recruited 39 international buyer delegations consisting of 1,126 delegates, and conducted 320 trade counseling sessions with U.S.
companies. The then Department Deputy Secretary Blank participated in this IBP trade show, providing welcome remarks at the
session “Getting Us Back on Track: How Technology and Innovation Can Save America,” and presenting an Export Achievement
Certificate to a U.S. company, Meridrew Enterprises.

SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (ITA) TARGET ACTUAL STATUS

Commercial diplomacy success (cases) (annual) 152 215 Exceeded
Ratio of US&FCS export value to US&FCS costs $140 $387 Exceeded
Number of clients assisted by US&FCS 20,709 18,945

Dollar value of U.S. export content in advocacy cases won $19B $74B Exceeded

Annual number of SMEs US&FCS assists exporting to a second or

. 3,307 3,444
additional country

FY 2012 MISSED TARGETS

W NUMBER OF CLIENTS ASSISTED BY US&FCS

US&FCS missed the annual target for this goal due to the technology challenges associated with US&FCS's
Explanation  current Customer Relationship Management (CRM) system, which hinders timely and accurate reporting of trade
promotion activities.

Action In FY 2013, US&FCS will remedy technology challenges by procuring a new CRM system.

OBJECTIVE 10

Implement an effective export control reform program to advance national security
and economic competitiveness (BIS)

PUBLIC BENEFITS

t is essential to security of the Unites States that it prevent the export of sensitive goods. To prevent illegal exports, the
Department administers and enforces controls on exports of dual-use goods and technologies to counter proliferation of weapons
of mass destruction, combat terrorism, and pursue other national security policy goals. The Department processes export license
applications for controlled commodities of U.S. companies engaged in international trade in accordance with Export Administration
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Regulations (EAR). The Department engages in activities to prevent violations before they occur and to investigate and prosecute
violators to dismantle illicit proliferation networks. Preventive activities include the following:

screening license applications for enforcement concerns;

conducting end-use checks abroad to confirm the bona fides of parties to export transactions;

confirming compliance with license conditions;

uncovering diversions to unauthorized end-users/uses; and

reviewing Shippers Export Declarations and foreign visitors' visa applications to identify potential export control issues.

Outreach activities include educating U.S. businesses on export control requirements and identifying suspicious transactions leading
to successful preventative and investigative actions. Investigation and prosecution activities involve Department Special Agents
conducting cases focused on significant proliferation, terrorism, and military end-use export violations, and the vigorous pursuit of
criminal and administrative sanctions. Finally, an integral part of the Bureau of Industry and Security’s (BIS) mission is to facilitate
compliance with U.S. export controls by keeping U.S. firms informed of export control regulations through an extensive domestic and
foreign outreach program.

The Department also works to strengthen the export control systems of other countries, assess the viability of key sectors of the
defense industrial base, and assure the timely availability of industrial resources to meet national defense and emergency preparedness
requirements. Further information on these tasks is available on www.bis.doc.gov/news/index.htm#annual. Finally, the Department
also serves as the lead agency for ensuring U.S. industry compliance with Chemical Weapons Convention (CWC).

Driven by the President's call for an Export Control Reform Initiative, BIS is contributing to accomplishing the initiative's key recom-
mendations of establishing a single control list, a single primary enforcement coordination agency, a single information technology (IT)
system, and a single licensing agency. The initiative is split into three phases: make immediate improvements on the current system
while creating a framework for the new system, complete deployment of reforms, and complete the transition to the new U.S. export
control system with legislative assistance.

ACHIEVEMENTS

In FY 2012, BIS published 12 proposed rules to implement the President’s Export Control Reform Initiative. These rules, and the
counterpart proposals published by the U.S. Department of State, seek public comment on the revision of State Department’s U.S.
Munitions List (USML) into a positive, objective list and propose to transfer tens of thousands of low level military items, primarily
parts and components, from the USML to the more flexible export control system administered by BIS. Revising these controls will
achieve the objectives of the President's Export Control Reform Initiative: focusing limited resources on the threats that matter most,
facilitating military interoperability with close U.S. friends and allies, and strengthening the U.S. defense industrial base by reducing the
current incentives for foreign manufacturers to “design out” U.S.-origin parts and components because foreign-made end products
into which USML-listed items are incorporated will be controlled under the International Traffic in Arms Regulations (ITAR).

In FY 2012, the Bureau played a leading role in mapping the intricate industrial supply chains for such key defense sectors as Space
and Naval Underwater Acoustics; assessing the overall health of companies that support human space flight activities; and identi-
fying sectoral equipment, labor, and technology shortfalls that could jeopardize the ability of the warfighter to successfully accomplish
missions. The space industry defense industrial base assessment is a good example of how BIS worked closely with defense and
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civilian agencies, such as the U.S. Air Force, National Aeronautics and Space Administration, and National Reconnaissance Office,
and leveraged unique authorities and analytical capabilities to support the U.S. defense industrial base. BIS, in conjunction with these
agencies, surveyed more than 9,000 companies that supply products or services to the U.S. government for space-related purposes.
The survey results give the U.S. government unprecedented visibility into the intricate supply chain network supporting the provision of
products and services across the defense, intelligence, and commercial space sectors.

The Bureau plays a critical compliance role within the U.S. government. BIS implemented and monitored compliance with License
Exception Strategic Trade Authorization (STA), which allows for the export, reexport, or transfer in-country, without a license, to a group
of approximately 36 partner and allied countries. The compliance requirements are significant because they ensure that controlled items
eligible for STA will not be reexported outside the group of 36 countries without the appropriate export authorization. The compliance
activities require analysts to evaluate exporters’ adherence to the conditions, including their internal control programs. Since its inception
through June 2012 (most current data), 69 U.S. companies have made 543 shipments worth over $29 million under STA.

On March 7, 2012, the Administration officially opened two new national, multi-agency centers to improve how the U.S. government
administers its export control system: the Export Enforcement Coordination Center (E2C2) and the Information Triage Unit.

® The E2C2 is responsible for enhanced information sharing and coordination between law enforcement and intelligence officials
regarding possible violations of U.S. export controls laws. The E2C2 is administered by the U.S. Department of Homeland Security
(DHS) with a leadership team comprising officials from DHS, the Federal Bureau of Investigation, and the Department. The opening
of the E2C2 builds on the increased criminal penalties for export control violations and the provision of the Department’s permanent
law enforcement authorities, further strengthening the enforcement of U.S. export controls.

® The Information Triage Unit, housed at the Department, is responsible for assembling and disseminating relevant information,
including intelligence, upon which to base informed decisions on proposed export licenses. This multi-agency screening will
coordinate the reviews of separate stove-piped processes across the government to ensure that all departments and agencies have
a full dataset, consistent with national security, from which to make decisions on license applications. Such screening contributes
to more timely, predictable, and consistent processes that U.S. exporters engaged in global trade have confirmed are critical to their
competitiveness.

In FY 2012, BIS, working with the Department's Office of the Chief Information Officer, successfully deployed the Secret Internet
Protocol Router Network (SIPRNet) through most of BIS's headquarters and field office operations. Full deployment should be
completed in FY 2013. SIPRNet is a system of interconnected computer networks used by the U.S. Department of Defense (DOD)
to transmit classified information (up to and including information classified SECRET). This is an important element of BIS's efforts to
migrate to DOD's USXPORTS System, one of the key components of the Administration’s Export Control Reform.
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SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (BIS) TARGET ACTUAL STATUS

Percent of licenses requiring interagency referral referred within 9 days 98% 97 % Slightly Below
Median processing time for new regime regulations (months) 2.0 2.0
Percent of attendees rating seminars highly 93% 93%

Percent of declarations received from U.S. industry in accordance with
CWC regulations (time lines) that are processed, certified, and submitted

L ) . 100% 100%
to the State Department in time so the United States can meet its treaty ’ °
obligations
Number of ac"uons that .result.m ? deterrence or. p.rever.1t|on of a violation 850 1162 P
and cases which result in a criminal and/or administrative charge
Percent of shipped transactions in compliance with the licensin
B 2 2 99% 99%

requirements of the Export Administration Regulations (EAR)

Percentage of post-shipment verifications completed and categorized above
the "unfavorable" classification

Number of end-use checks completed 850 983

Percent of industry assessments resulting in BIS determination, within three

. ) 100% 100%
months of completion, on whether to revise export controls

FY 2012 MISSED TARGETS

| MEASURE | PERCENT OF LICENSES REQUIRING INTERAGENCY REFERRAL REFERRED WITHIN 9 DAYS (BIS)

Explanation The performance target was set at an approximate target level, and the deviation from that level is slight.

Action None.
m PERCENTAGE OF POST-SHIPMENT VERIFICATIONS COMPLETED AND CATEGORIZED ABOVE THE “UNFAVORABLE"

CLASSIFICATION (BIS)

Explanation The performance target was set at an approximate target level, and the deviation from that level is slight.

Action None.

HISTORICAL TRENDS

BIS has consistently met or exceeded the targets for this outcome.
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OBJECTIVE 11

Develop and influence international standards and policies to support the full and fair competitiveness
of the U.S. information and communications technology sector (NTIA)

PUBLIC BENEFITS

he National Telecommunications and Information Administration (NTIA) serves as the President’s primary policy advisor on

domestic and international telecommunications and information issues. NTIA fulfills this role in part by advocating globally
for foreign regulatory and policy regimes that encourage competition and innovation, and by encouraging dialogue with the private
sector through sponsorship and participation in conferences, workshops, and other forums. NTIA will pursue policies promoting
international trade in telecommunications products and services, promoting consistent international approaches to telecommunica-
tions policies, and improving relations with countries with rapidly expanding markets.

NTIA is also responsible for coordinating the federal government'’s participation in the International Telecommunication Union's (ITU)
World Radiocommunication Conferences (WRC) and related national and international meetings. NTIA works with the Federal Commu-
nications Commission (FCC), which represents the civil spectrum community, and the State Department, to create U.S. Preliminary
Views and Proposals for the WRCs.

ACHIEVEMENTS

NTIA

NTIA participated in the 2012 WRC (WRC-12), where policymakers negotiated changes to the international treaty that governs the use
of radiofrequency spectrum. This conference is convened every three to four years to ensure the treaty, called the Radio Regulations,
keeps up with the rapid pace of technological development in radio communications. WRC-12, held in Geneva, Switzerland, brought
together more than 3,000 people from most of the ITU’s 193 member countries. There were 33 items on the WRC-12 agenda, and the
United States was highly successful in achieving its objectives and satisfying critical federal agency and industry radio spectrum needs.

For example, the conference allocated new spectrum to support radars the Department uses to monitor the ocean’s surface and to
collect airborne imagery that enhances U.S. national security. The conference also allocated spectrum that enables unmanned aircraft
to be commanded and controlled safely from the ground. In addition, the next WRC will examine allocating spectrum for the command
and control of unmanned aircraft from space. The conference also allocated spectrum that supports lunar missions, earth observation
and climate monitoring, and digital maritime communications for ship and port safety and security. In addition, participants improved
the procedures for registering satellite networks with the ITU.

Most importantly, however, the United States. secured a broadband agenda item at the next conference. This agenda item will
support NTIA's effort to nearly double the amount of spectrum available for U.S. commercial wireless broadband service this decade,
a goal set by President Obama. To maximize the economic value of the spectrum NTIA is identifying for wireless broadband, it should
be harmonized globally. That is one of the objectives for WRC-15 and NTIA is now planning the technical studies needed to support
solid decision-making at this conference. These accomplishments will support the expanding wireless communications needs of U.S.
consumers, businesses, and government while removing international barriers to the introduction of new U.S. technologies.
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NIST-led Development of Principles for Effective Federal Agency Engagement in Standardization Activities

NIST leadership of the National Science and Technology Council's Subcommittee on Standards has led to the development of principles
for effective federal agency engagement in standardization activities to address national priorities (http./standards.gov/upload/
Federal_Engagement_in_Standards_Activities_October12_final.pdf). These principles reflect the consensus of federal agencies with
varied interests (technology, innovation, trade, competition, etc.) in standards and have helped guide coordination of agency positions
on important international standardization activities in the information and communications technology sectors. These principles also
will help guide U.S. positions on standards-related proposals related to the International Telecommunication Regulations that will
be renegotiated at the 2012 World Conference on Information Technology to be held in December. In addition, broad U.S. public
and private sector stakeholder buy-in of these principles is helping ensure that U.S. government positions reflect approaches that
promote technological innovation and competitiveness. NIST efforts to raise awareness among U.S. industry and standards setting
organizations of information and communication technology related standardization activities in the ITU has led to greater engagement
in the current U.S. government-led processes for input into these activities. This enhanced engagement will reduce the likelihood of
duplicative standards and increase the likelihood that standards are developed by organizations with relevant expertise. NIST also leads
activities in standardization committees within the Joint Technical Committee 1 of the International Organization for Standardization
and International Electrotechnical Commission, and the ITU in the areas of cloud computing, Smart Grid, and cyber security.

SUMMARY OF PERFORMANCE

The Department uses the following measure to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (NTIA) TARGET ACTUAL

Percent of NTIA positions substantially adopted or successful at 75% adoption ~80%
international meetings or success °

OBJECTIVE 12

Vigorously enforce U.S. fair trade laws through impartial investigation of complaints, improved access
for U.S. firms and workers, and fuller compliance with antidumping/countervailing duty remedies (ITA)

PUBLIC BENEFITS

.S. industries are entitled to the benefits of trade agreements negotiated by the United States. They are also entitled to the

aggressive investigation of unfair trade practices that undercut those agreements. Three program units in ITA, Market Access
and Compliance (MAC), Manufacturing and Services (MAS), and Import Administration (IA), work to ensure that U.S. firms receive
those benefits and obtain prompt relief from unfair trade practices. Trade compliance with negotiated trade agreements and access
to foreign markets are existing problems faced by U.S. businesses that choose to sell their products overseas.

Ensuring that U.S. industries and workers have the opportunity to compete on a level playing field is critical to advancing business
competitiveness in the United States and abroad, and is a key component of the NEI. Accordingly, IA is committed to the vigorous
enforcement of U.S. trade laws. IA promotes free and fair trade by administering the U.S. antidumping (AD) and countervailing duty
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(CVD) laws thereby providing U.S. industries and workers with a reliable and transparent mechanism to seek critical relief from unfair
trade practices, including injurious dumping and foreign government subsidies.

IA has a team of experts available to assist any U.S. business with questions on remedies available under the trade laws, or that
wishes to develop and file an AD and/or CVD petition. Particular attention is paid to small businesses that may find the petition
process unwieldly, or may be unable to afford the assistance of outside trade counsel to develop and file a successful petition.
Extensive outreach and work with industry was instrumental in helping IA successfully initiate more than 20 new AD/CVD investi-
gations in 2012. A also has a team of experts dedicated to monitoring U.S. trade partners’ use of trade remedies and that works
closely with U.S. businesses whose access to export markets may be harmed by the misuse of these instruments. IA works with
U.S. Customs and Border Protection (CBP), Immigration and Customs Enforcement, Department of Justice, and Office of the U.S.
Trade Representative (USTR) to resolve AD/CVD issues. IA works closely with CBP to ensure that the trade remedy laws are enforced
vigorously and that efforts to evade the payment of AD/CVD duties are identified and thwarted.

MAC also strongly supports the NEI by creating, expanding, and defending market access for U.S. exports of goods, services, and
investment overseas. MAC executes this mission by developing specific and tailored country engagement strategies to develop a
business climate abroad that promotes trade and investment, pursuing crosscutting policy initiatives to address transnational market
access challenges (such as anticorruption, intellectual property enforcement, and standards/regulatory cooperation), and proac-
tively working to identify and break down foreign government-imposed trade barriers through the MAC-led ITA Trade Agreements
Compliance Program.

A key tool in the NEI's trade enforcement efforts, the program provides the framework for proactive monitoring of trade agreements;
the process for identification, investigation, and resolution of trade barriers for companies; and the strategy for conducting outreach to
inform stakeholders of efforts and services in this area. There is no cost for the program’s services.

Once a barrier is identified, MAC assembles a case team of ITA specialists to investigate and address the problem. The team works
with affected companies or industries to establish objectives and to implement agreed action plans to achieve market access and
ensure that U.S. trade agreement rights are safeguarded. In taking action, ITA teams can gradually escalate trade issues, and as
appropriate, bring the full weight of the U.S government to bear in an effort to resolve the issues, leveraging relevant trade agreements,
multilateral/World Trade Organization (WTO) fora, FTA negotiations and other diplomatic means. If warranted, cases may be referred to
USTR, the Interagency Trade Enforcement Center, and the interagency for formal dispute settlement action consideration.

The program benefits from the active involvement of ITA trade officials stationed around the world as well as designated compliance
officers in Beijing, Brussels, San Salvador, and New Delhi. To assist in outreach to companies, ITA also maintains contact with the
office of each member of Congress, some 60 District Export Councils, more than 100 trade associations, and state agencies.

MAC and MAS seek to obtain market access for U.S. industries and workers and to achieve full compliance by foreign nations with
trade agreements they sign with the United States. MAC and MAS ensure market access for U.S. businesses; advance the rule of law
internationally; and create a fair, open, and predictable trading environment. Based on customer needs, MAC has a sizable caseload
from U.S. firms that have encountered a trade barrier. Beyond casework, MAC and MAS work to develop a pro-growth business climate
in other markets that encourages U.S. exports and transparent policies. MAC and MAS also conduct critical trade policy analysis and
negotiation support for USTR and represent the Department in trade-related dealings with other U.S. government agencies.
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ACHIEVEMENTS

In FY 2012, IA conducted 39 investigations covering products as diverse as high pressure steel cylinders from China, large residential
washers from South Korea and Mexico, and steel nails from the United Arab Emirates.

In December 2011, the Court of Appeals for the Federal Circuit found, in GPX v. United States, that U.S. law prohibits the Department
from applying CVD duties to imports from countries that the Department has determined to be non-market economies, including
China and Vietnam. Had it taken effect, the court’s decision could have resulted in the termination of more than two dozen existing
CVD orders as well as numerous ongoing and potential future CVD investigations, impacting billions of dollars of imports into the
United States and affecting manufacturing operations in the majority of U.S. states. With the strong support of the Department and
the Administration, in a few short months and with overwhelming bipartisan support, the U.S. Congress, before the court's mandate
became final, passed legislation in March 2012 that reaffirmed the Department's ability to apply the CVD law to imports from market
and nonmarket economies alike. With the passage into law of H.R. 4105, Congress and the President have confirmed that U.S. trade
remedies will remain a strong and effective tool in combating unfair trading practices and in ensuring a level playing field for U.S.
manufacturers, exporters, and workers.

Capping months of close collaboration between IA and USTR, in June 2012, a WTO dispute settlement panel upheld the key U.S.
complaints in a WTO case against China's AD/CVDs imposed on U.S. exports of grain-oriented electrical steel, a market worth over
$271 million prior to China’s AD measure.

While the number of new U.S. investigations of injuriously dumped and subsidized imports has fluctuated over the past several years,
the average number of AD/CVD determinations issued during the three-year period was approximately 275 per fiscal year. In FY 2012,
as of June 4, 2012, 23 new AD/CVD investigations have been initiated.

Approximately one-third of the AD/CVD orders administered by IA are handled by the China/non-market economy unit, a unit dedicated
to the enforcement of the AD law with respect to China and other non-market economy countries, e.g., Vietnam. This unit enables 1A
to consolidate and cultivate the expertise necessary to address the unigue trade problems associated with conducting AD proceedings
involving non-market economy countries, such as irregular financial reporting, fraudulent filings, opaque company relations, and close
ties to local and provincial governments.

Led by MAC, ITA was able to exceed targets for casework under the Trade Agreements Compliance (TAC) Program, identifying and
working to remove foreign trade barriers on behalf of U.S. firms. Two hundred twenty seven new cases were initiated in FY 2012,
44 percent on behalf of SMEs. Of the 168 cases closed in FY 2012, ITA teams were able to successfully remove the barriers identified
in 89 of the cases, ensuring that American workers and firms could benefit from the trade agreements negotiated on their behalf.

A recent example demonstrates the benefits of the TAC Program for U.S. Industry. In February 2011, a U.S. egineering company
reported that Chile’s Ministry of Health excluded it from bidding on a government tender to build a hospital because it did not have prior
experience in Chile designing seismic shock resilient structures. This exclusion, which shut the company out of an opportunity worth
several hundred thousand dollars, was clearly inconsistent with Chile’'s FTA obligations, which ensures that U.S. companies are treated
the same as Chilean companies when competing for covered government procurement contracts. A MAC-led ITA team engaged the
Chilean government on this issue, and in May 2012, the Chilean government concurred that U.S. company's global experience should
have been considered when assessing its eligibility to participate in the procurement. The company was happy with this outcome, and
most importantly, by enforcing our rights under the U.S.-Chile FTA, we set a positive precedent for all U.S. companies seeking to do
future business in Chile.
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Beyond these performance metrics, MAC works to increase U.S. access to foreign markets through bilateral engagement, multilateral
negotiations, and direct interaction with the exporting community. Some representative accomplishments for MAC in FY 2012 include
bilateral engagement with priority export markets for the United States. For example, Brazil is an NEI priority market with a large
and diversified economy offering U.S. companies many opportunities to export their goods and services. MAC helped implement
several key initiatives, including an education services trade mission to Brazil. Additionally, MAC organizes and manages two high-
profile mechanisms for improving and expanding the U.S.-Brazil commercial relationship: the U.S.-Brazil CEO Forum, co-chaired by
the Secretary of Commerce, which brings together business leaders from both countries to provide joint recommendations to our
two governments on ways to strengthen the bilateral relationship; and the U.S.-Brazil Commercial Dialogue, a forum for our trade
ministries to collaborate to increase bilateral trade and investment through better mutual understanding. Activities include best practice
exchanges on a wide variety of issues ranging from customs and express delivery, services, and intellectual property and standards,
with the goal of improving the flow of trade between our two countries.

MAC's global trade agenda included a number of other significant accomplishments. For example, MAC played a key role in
implementing the successful outcomes from the November 2011 bilateral U.S.-China Joint Commission on Commerce and Trade
(JCCT). MAC established a U.S.-Indonesia Commercial Dialogue to enhance U.S. exports to the largest country in Southeast Asia by
working with Indonesia to identify concrete reforms the Indonesian government should implement to improve its standing in the World
Bank's Ease of Doing Business report. MAC staff supported President Obama's commitment to the Turkish President to expand
the U.S.-Turkish economic and commercial relationship through the U.S.-Turkey Framework for Strategic Economic and Commercial
Cooperation (FSECC). MAC worked with the U.S. private sector to ensure that companies were aware of the opportunities afforded to
them as a result of recently implemented FTAs with the Republic of Korea and Colombia, as well as to update industry on the probable
impacts of Russia’s August 2012 accession to the WTO and the implications of the success or failure in our efforts to establish
Permanent Normal Trade Relations with Russia. MAC staff also support the coordination of the Secretary's leadership of the Business
Development and Economic Relations Working Group, one of the key bilateral initiatives under the U.S.-Russia Bilateral Presidential
Commission.

MAC also works to create market access through negotiations and multilateral organizations. In FY 2012, the 14th round of Trans Pacific
Partnership (TPP) negotiations in Leesburg, VA successfully concluded with MAC staff providing on-site advice in the technical barriers
to trade, sanitary and phytosanitary (SPS) standards, customs, rules of origin, anti-corruption, government procurement, investment,
labor, and environment sections. MAC staff worked with their interagency counterparts to remove as many brackets as possible in
preparation for Canada and Mexico’s participation in the December negotiations. MAC staff were instrumental in drafting negotiating
language in several areas, including anti-corruption, customs, and SPS. For example, MAC recommended substantially expanding
anti-corruption obligations in the TPP. MAC was largely responsible for developing the robust text and working with the interagency to
secure support. In the end, a joint Departments of Commerce and State proposal to USTR was made and accepted.

MAS worked to create new market access for U.S. industry through the Asia-Pacific Economic Cooperation (APEC) Environmental
Goods and Services negotiations. APEC members agreed to a list of 54 environmental goods for tariff reduction during the September
2012 APEC Leaders meeting in Vladivostok, Russia. APEC leaders have agreed to reduce applied tariffs on these 54 products to five
percent or less by 2015. This list encompasses a wide range of environmental technologies, from renewable energy to wastewater
management, and will impact an estimated $1.2 billion worth of U.S. exports to the region.
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SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (ITA) TARGET ACTUAL STATUS

Percent of identified unfair trade practices affecting U.S. parties addressed

through informal/formal intervention of dispute settlement 20%
Number of new antidumping/countervailing duty petitioners counseled 50

Percent of industry-specific trade barriers addressed that were removed or 20%
prevented

Percent of industry-specific trade barrier milestones completed 55%
Number of compliance and market cases initiated 210
Number of compliance and market access resolved successfully 80

27%

77 Exceeded
37% Exceeded
72% Exceeded
227

89

THEME 1 PROGRAM EVALUATIONS

The following program evaluations were conducted on programs related to this theme in FY 2012.

BUREAU m NAME OF EVALUATION DATE WEB SITE

NIST Panel on A Review of the Manufacturing-related 9/2012
Review Programs at NIST
of the
Manufac-
turing-
Related
Programs
at NIST,
National
Research
Council
NIST GAO Cybersecurity: Challenges in Securing the 7/17/2012
Electricity Grid
NIST GAO Information Security: Additional Guidance 10/6/2011
Needed to Address Cloud Computing
Concerns
NIST GAO Information Security: Weaknesses Continue 10/3/2011
Amid New Federal Efforts to Implement
Requirements
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(continued)
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BUREAU m NAME OF EVALUATION DATE WEB SITE

NIST

NIST

88

OIG

Oversight Activities of NIST's Recovery Act

Construction Contracts Need Improvements

Oversight Activities of NIST's Recovery Act

Construction Grant Awards are Generally

Effective but Need Improvements

FY

2012

PERFORMANCE

6/1/2012

2/14/2012

AND

http.//www.oig.doc.gov/Pages/
Oversight-Activities-of-NIST-
Recovery-Act-Construction-
Contracts-Need-Improvement.aspx

http.//www.oig.doc.gov/Pages/
Oversight-Activities-of-NIST-
Recovery-Act-Construction-Grant-
Awards-Are-Generally-Effective-but-
Need-Improvements.aspx
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THEME, STRATEGIC GOAL, AND OBJECTIVES

THEME 2: SCIENCE AND INFORMATION

Strategic Goal: Generate and communicate new, cutting-edge scientific understanding of technical, economic,
social, and environmental systems

Objective 13 Increase scientific knowledge and provide information to stakeholders to support economic growth
and to improve innovation, technology, and public safety (NTIS, NTIA)

Objective 14 Enable informed decision-making through an expanded understanding of the U.S. economy,
society, and environment by providing timely, relevant, trusted, and accurate data, standards, and
services (ESA/CENSUS, ESA/BEA, NOAA)

Objective 15 Improve weather, water, and climate reporting and forecasting (NOAA)
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THEME 2: SCIENCE AND INFORMATION

STRATEGIC (GOAL: Generate and communicate new, cutting-edge scientific
understanding of technical, economic, social, and environmental systems

SCIENCE AND INFORMATION TOTAL RESOURCES

Funding Levels FTE' Resources

(Dollars in Millions)
$9,693.0 101419
$6,420.4
$4,670.4 $4,635.2
$37750  S40814 33,962
14,264 14,924 18,787 17,056
2007 2008 2009 2010 2011 2012
Fiscal Year 'FTE—Full-Time Equivalent

SCIENCE AND INFORMATION

his theme contains one strategic goal and within that
STATUS OF CURRENT MEASURES

strategic goal, three objectives which contribute to

the Secretary’s theme of Science and Information.
The following public benefits, achievements, and performance
results are associated with each objective.

| M Improving M Stable M Declining New Measure |

| Improving, stable, or declining measures have at least three years of data. |
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OBJECTIVE 13

Increase scientific knowledge and provide information to stakeholders to support economic growth
and to improve innovation, technology, and public safety (NTIS, NTIA)

PUBLIC BENEFITS

he National Technical Information Service (NTIS) seeks to advance measurement science by bringing scientific and technical

information to U.S. business and industry. NTIS promotes innovation and economic growth for U.S. business by (1) collecting,
classifying, coordinating, integrating, recording, and cataloging scientific and technical information from a variety of sources, foreign
and domestic; (2) disseminating this information to the public; and (3) providing information management services to other federal
agencies that help them interact with and better serve the information needs of their own constituents, and to accomplish this
without appropriated funds.

Through its laboratory at the Institute for Telecommunication Sciences (ITS), the National Telecommunications and Information Admin-
istration (NTIA) supports basic research in innovative telecommunications and information technologies. This research has the potential
to improve both the performance of telecommunications networks and the availability of digital content on the Internet.

Currently, ITS and NTIA's Office of Spectrum Management are conducting a pilot test-bed program to evaluate approaches and
techniques to increase spectrum sharing between federal and non-federal spectrum users. NTIA will publish an annual report
evaluating private sector-supplied devices in the areas of emission characterization, sensor characterization, geo-location character-
ization, spectrum access behavior, and land mobile radio (LMR) emission characterization.

ACHIEVEMENTS

NTIA

NTIA, in coordination with the Federal Communication Commission (FCC) and the federal agencies, established a Spectrum Sharing
Innovation Test-Bed (Test-Bed) pilot program to examine the feasibility of increased sharing between federal and non-federal users.
This pilot program is an opportunity for the federal agencies to work cooperatively with industry, researchers, and academia to examine
objectively new technologies that can improve management of the Nation’s airwaves. The Test-Bed pilot program evaluates the
ability of dynamic spectrum access devices employing spectrum sensing and/or geo-location techniques to share spectrum with LMR
systems operating in the 410-420 megahertz (MHz) federal band and in the 470-512 MHz non-federal band. In FY 2012, NTIA reported
on the progress to date and sought comments on the types and depth of testing that NTIA intends to conduct in Phase II/Ill of the pilot
program.

In July, NTIA's ITS hosted the International Symposium on Advanced Radio Technologies (ISART), which brings together government,
academia, and industry leaders for the purpose of forecasting the development and application of advanced radio technologies.

FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT



PERFORMANCE SECTION o THEME 2

NTIS

NTIS released a new version of the National Technical Reports Library and instituted the Federal Science Repository Program to assist
other federal agencies in establishing information repositories to support the dissemination of their science and technology information
products to their constituents.

SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE TARGET ACTUAL STATUS

Number of updated items available (annual) (NTIS) 875,000 978,871
Number of information products disseminated (annual) (NTIS) 49,878,000 54,592,481
Customer satisfaction (NTIS) 95-98% 98.4%
Annual progress report on the Test-Bed program (NTIA) Publish annual Published
report report

HISTORICAL TRENDS

NTIS has consistently met its targets for the past 10 years.

OBJECTIVE 14

Enable informed decision-making through an expanded understanding of the U.S. economy,
society, and environment by providing timely, relevant, trusted, and accurate data, standards,
and services (ESA/CENSUS, ESA/BEA, NOAA)

PUBLIC BENEFITS

I n many ways the United States is a statistics driven society. The Nation depends on statistics provided by the Census Bureau and
the Bureau of Economic Analysis (BEA) to determine business decisions, plan for geographic and economic (both national and
international) expansion, provide funds to needy organizations, and determine political expansion and contraction. Accurate business
information regarding the demographics of the Nation, including measures of the population, economy, and governments assists
entrepreneurs in identifying market opportunities that can generate jobs. Population estimates serve as a starting point for allocating
federal, state, and local funds to various groups within society.

The Economics and Statistics Administration (ESA), comprised of the Census Bureau and BEA, provides decisionmakers with timely,
relevant, and accurate economic and statistical information related to the U.S. economy and population.
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Current and benchmark measures of the U.S. population, economy, and governments play a vital role in the Nation's economic well
being. The Census Bureau uses the decennial census to provide the official population counts for determining the allocation to
states of seats in the U.S. House of Representatives and for determining how the districts are defined for those seats. The Census
Bureau provides to each state the data necessary to determine Congressional, state, and local legislative boundaries. The decennial
census provides comprehensive and useful demographic information about all people living in the United States, Puerto Rico, and
the associated Island Areas. The program also provides data for small geographic areas and population groups that federal agencies
need to implement legally mandated programs. Approximately $400 billion a year is distributed to state and local governments using
formulas that are based on data such as state population and personal income.

The Economic Census provides comprehensive, detailed, and authoritative facts about the structure of the U.S. economy ranging
from the national to the local level. The Economic Census covers nearly 29 million business locations and 84 percent of the Nation's
economic activity. The Census of Governments is the only source of comprehensive and uniformly classified data on the economic
activities of state and local governments. The Census of Governments covers about 90,000 local governments, 12 percent of the gross
domestic product (GDP) and nearly 14 percent of the U.S. workforce. The Demographic Surveys Sample Redesign (DSSR) program
designs and selects samples for the major national household surveys. The Intercensal Demographic Estimates program provides
updated estimates of the U.S. population for the country, states, counties, cities, and townships.

BEA invests in the improvement of the accuracy and relevance of GDP, international trade in goods and services, industry economic
measures, and regional and metropolitan statistics, thereby supplying the economic statistics essential to sound business forecasting
and monetary policy. In these ways, the Department seeks to understand the strength and direction of the economy as well as the
determinants of growth as the Nation shifts to more knowledge-based and skill-based industries.

One of the primary methods for improving the understanding of the environment is through the examination of oceanic and atmospheric
conditions patterns worldwide. To this end, the National Oceanic and Atmospheric Administration (NOAA) develops and procures
satellite systems, aircraft, and ships with the purpose of providing information to determine weather patterns and predict weather
forecasts. This information affects all facets of society from agricultural planning to electric power usage to disaster planning. It plays a
major role in the accuracy of national, regional, and local forecasting as well as impacting short and long-term climate modeling.

ACHIEVEMENTS

Census Bureau

The Census Bureau released all 2010 Decennial Census data products scheduled for FY 2012. These products provided the most
detailed information available so far from the 2010 Census about every community’s entire population, including cross-tabulations
of age, sex, households, families, relationship to householder, housing units, detailed race and Hispanic or Latino origin groups, and
group quarters.

The Census Bureau released results of Coverage Measurement Program ahead of schedule. The results showed that the 2010
Decennial Census had a net overcount of 0.01 percent, meaning about 36,000 people were overcounted in the census. This sample-
based result, however, was not statistically different from zero. By way of comparison, the 2000 Census had an estimated net
overcount of 0.49 percent and the 1990 Census had a net undercount of 1.61 percent. The 2010 Decennial Census Program for
Evaluations and Experiments (CPEX) is progressing on schedule for completion in 2013. The Census Bureau released all 2010 Census
evaluation, assessment, and experiment reports scheduled for FY 2012. Its results will influence how the 2020 Census is designed,
tested, and implemented.

o FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT



PERFORMANCE SECTION o THEME 2

The Census Bureau's Count Question Resolution (CQR) Program continues to research and respond to state, local and tribal area
elected officials who have challenged their jurisdiction’s 2010 Decennial Census counts. As of September 21, the Census Bureau has
received 174 CQR challenges, of which they have completed the CQR review and responded with findings to 122 of the challenging
jurisdictions.

All the three and five-year 2010 American Community Survey (ACS) data and the one-year 2011 ACS data products were released
by the Census Bureau on schedule. For the first time they also released Selected Population Tables and American Indian and
Alaska Native Tables to fulfill one aspect of the promise that was made to the public that the ACS would replace the decennial
census long form and provide similar information. These two ACS products provide comprehensive social, economic, housing, and
demographic data for hundreds of race, ethnic, tribal, and ancestry population groups that is of a level similar to the 2000 long form
data. The Census Bureau also redesigned the ACS Web site to provide more information about the program and its purpose to the
public and stakeholders.

During its first year of funding, the 2020 Decennial Census program identified candidate approaches for measuring and improving
Master Address File quality for the 2020 Census; identified candidate approaches for automating, tailoring, and increasing the
efficiencies of response for the 2020 Census; and identified infrastructure approaches for integrating, expanding, and optimizing field
and information technology (IT) infrastructure for the 2020 Census. The program also updated a business plan, developed research and
testing plans, and completed documentation of key program management and system engineering plans to support the first phase of
research and testing (FY 2012-FY 2014).

In FY 2012, the Census Bureau released nearly 400 economic reports, including 120 principal economic indicators. Responses to
censuses and surveys provide information on manufacturing, retail, and wholesale trade; selected service industries; construction
activity; quantity and value of industrial output; inventories; new orders; capital expenditures; e-commerce sales; foreign trade; and
state and local government activities.

In FY 2012, the 2012 Economic Census forms were finalized, and all the printing contracts were awarded for the program’s core
content report forms. Data collection began for the Census of Governments.

In an effort to make economic statistics more usable through census.gov, an economic indicator dashboard was created highlighting
key indicators produced by the Census Bureau. The dashboard provides a quick glance of the most recent data releases, highlighting
the major findings, and links to the Economic Indicator Briefing Room for more detailed information, and access to the full press
releases. It is also embeddable so it can be easily shared on other Web sites as well.

The Census Bureau released its first-ever mobile application, “America's Economy,” which provides constantly updated statistics
on the U.S. economy, including monthly and quarterly economic indicators and trends, along with a schedule of upcoming releases.
The application, which is available for Android and Apple users, combines statistics from the Department’'s Census Bureau and BEA,
and the U.S. Department of Labor’s Bureau of Labor Statistics (BLS). “America’s Economy” provides smartphone and tablet users
with the real-time government statistics that drive business hiring, sales, and production decisions; and assist economists, researchers,
planners, and policymakers. The economic indicators track monthly and quarterly trends in industries, such as employment, housing
construction, international trade, personal income, retail sales, and manufacturing.

The Census Bureau released prototype tables for an Enterprise Statistics Program in June 2012. The new tables are based on 2007
Economic Census data, and a newly developed enterprise classification system. The tables show the industrial specialization and
diversification of U.S. businesses, and provide a valuable new tool for the analysis of enterprises.
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In August 2012, the Census Bureau released the first ever Public Use Microdata Sample (PUMS) from the 2007 Survey of Business
Owners. The PUMS will allow researchers to create customized tables and models and to study entrepreneurial activity and the
relationships between business characteristics such as access to capital, firm size, employer-paid benefits, minority and women-
ownership, and firm age.

In FY 2012, the Census Bureau completed several major milestones toward redesigning major demographic surveys. The first stage
selection of primary sampling units (PSU) is on track for timely completion as all U.S. counties were combined into PSUs, and sampling
methods were researched and programmed for implementation in early FY 2013. Also, the Census Bureau completed research on
different modeling approaches to identify blocks that do not meet housing unit frame coverage requirements for reimbursable surveys
using the Master Address File. This will help to optimize cost and efficiency for our sponsors starting in FY 2013.

BEA

In FY 2012, BEA continued to maintain and improve the relevance and usefulness of its economic accounts. BEA successfully advanced
several collaborative projects with other agencies that resulted in new or improved statistics, including:

@ linkage of BEA and BLS data to provide new data on the impact of foreign direct investment on employment and wages;

® work with the Federal Reserve Bank to provide quarterly detail in the joint BEA-Federal Reserve Bank Integrated Macroeconomic
Accounts; and

® work with the Census Bureau to improve source data and seasonal adjustment methods to address statistical issues revealed by
the recession.

In addition, as the recession underscored the need for better information on the distribution of income, BEA used existing economic
accounts to better capture the differential impacts of the recession across households, industries, and regions.

BEA also achieved a major milestone in support of the President’s export initiative by creating a new linked dataset that combines data
on cross-border trade in services with data on the operations of multinational companies to provide services information with increased
detail on industry classification and firm size with no additional respondent burden. BEA reached another important milestone
in expanding its accounts to better measure health care, innovation, and intangibles with the development of a prototype health
care spending account that illustrates how health care expenditures can be presented by type of illness and by type of commodity
(e.g., inpatient care, prescription drugs, etc.). BEA explored the best methods and data sources for estimating such detail.

BEA also provided customers with major enhancements to its Web site in FY 2012. In keeping with the goal to make the statistics more
widely available and the Web site easier to use, BEA made significant improvements to the content of regional economic statistics and
the range of information on the operations of U.S. affiliates of foreign multinational companies that are available through the new inter-
active tables on BEA.gov (which were introduced in FY 2011). Furthermore, BEA launched the new “BEABlog” to augment communi-
cation with customers.

ESA provides timely and accurate economic insight to the Secretary and his policy advisors through regular economic briefings.
These briefings help to inform the Department’s long-term policy goals and senior staff enjoys the opportunity to hear a clear, consice
summation of economic events.
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NOAA

Successful Launch and Commissioning of the Suomi National Polar-orbiting Partnership (SNPP)
Environmental Satellite

The SNPP spacecraft was launched on October 28, 2011, from Vandenberg Air Force Base, to begin its Earth observation mission.
The initial checkout and commissioning was completed March 6, 2012. SNPP data are already used in the operational long-range weather
forecast. The launch of SNPP and the successful data collection from weather and climate monitoring sensors represents many years
of exceptional effort by NOAA, the National Aeronautics and Space Administration and contractor teams to create the gateway to the
U.S. climate monitoring system, collecting both climate and operational weather data and continuing key data records that are critical
for global change science. SNPP represents a critical first step in building this next-generation satellite system. SNPP will carry five
science instruments and test key technologies for the Joint Polar Satellite System mission. SNPP is the first satellite mission to address
the challenge of acquiring a wide range of land, ocean, and atmospheric measurements for earth system science while simultaneously
preparing to address operational requirements for long-range weather forecasting. Understanding, monitoring, and predicting the course
of long-term climate change and short-term weather conditions remain tasks of profound importance. Economic competitiveness, human
health and welfare, and global security all depend in part on the ability to understand and adapt to global environmental changes.

National Polar-orbiting Partnership (NPP) Data Exploitation (NDE) Project delivers NPP products to National
Weather Service and EUMETSAT

NDE began delivering atmospheric products from Suomi NPP infrared and microwave sounders to the National Weather Service's
(NWS) National Centers for Environmental Prediction (NCEP) within a few weeks after the instruments were activated in orbit. As a
result, the NCEP has declared the microwave data operational in the Numerical Weather Prediction Models only five months after NDE
started to receive the data. NDE has also delivered these products to EUMETSAT (Europe's Meteorological Satellite Organization),
NOAA's long-term international partner, for evaluation by the European Weather Modeling Centers. NDE is a development project
that generates NOAA-unique products from NPP for NWS and other operational user communities. NDE devoted additional resources
to provide the necessary monitoring of NDE production to ensure the users continued to receive the products they expect from the
National Environmental Satellite, Data, and Information Service (NESDIS). By delivering the products to NWS as early as two months
after launch, NDE has made it possible for NWS to evaluate the microwave data and declare these data operational in the Weather
Models in May 2012. This is a significant improvement over the 11 months it took for similar microwave sounding data from the
last Polar-orbiting Environmental Satellite (POES) mission, NOAA 19, to be declared operational by NWS. These data enable NWS to
generate improved 3-7 day weather forecasts, which in turn mitigate the loss of life and property.

NGDC Implements Satellite Anomaly Assessment Tool

The National Geophysical Data Center (NGDC) has implemented a computer-based tool to assess environmental risk factors for
satellites in geostationary orbit. In 2010, NGDC determined that a debilitating anomaly experienced by the Galaxy-15 geostationary
communications satellite was the likely result of heightened space weather conditions. In support of NOAA's goal for providing
relevant weather and water information, NGDC has now implemented the Space Environmental Anomalies Expert System Real Time
(SEAESRT) as a tool and graphical product to monitor those aspects of the space environment known to affect satellites in geosta-
tionary orbit. Using space weather data from the NOAA Geostationary Operational Environmental Satellites (GOES), the SEAESRT tool
calculates hazard quotients for satellite surface charging, internal charging, single event effects, and total dose. SEAESRT was recently
used to assess the likely environmental factors contributing to the SkyTerra-1 satellite anomaly that occurred on March 7, 2012.
SEAESRT provides real-time assessments of space environmental vulnerabilities likely to be experienced by satellites in geostationary
orbit. Knowing the root cause for a spacecraft anomaly is critical to restoring, if possible, full operational capabilities. SEAESRT can
also be used to determine extreme environmental risk factors, which are used by satellite manufacturers for worst-case assessments.
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Monitoring Gas Flaring with VIIRS

NGDC developed a technique for identifying and estimating the light signatures of gas flares worldwide using data collected by the
Visible Infrared Imaging Radiometer Suite (VIIRS) instrument. Gas flares are identified by their intense and persistent light emission,
which can be easily detected at night. Since 2005, NGDC has been using Defense Meteorological Satellite Program data to estimate
national and global gas flaring volumes. Natural gas, mostly in the form of the greenhouse gas methane, is commonly released in oil
production and processing. In locations where there is limited infrastructure to capture this gas for energy utilization, the industry
standard is to flare (burn) it off rather than release the gas uncombusted into the atmosphere. NGDC estimate for global flaring
in 2011 was 140 billion cubic meters, which is equivalent to 20 percent of U.S. natural gas consumption. In 2012, NGDC began
collaborating with the California Air Resources Board to rate the carbon intensity of crude oil from oil fields around the world in support
of the California Low Carbon Fuel Standard. NGDC's new technique for monitoring gas flaring with VIIRS data will play a key role in
documenting reductions or changes in gas flaring activity worldwide. This activity is key to reducing the carbon intensity of crude oils
produced in many parts of the world. This activity supports the World Bank’s Global Gas Flaring Reduction Partnership as a part of the

World Summit on Sustainable Development.

SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE TARGET ACTUAL STATUS

Produce timely, relevant, and accurate measures showing the dynamics
of local job markets and identifying the changing structure of the U.S.
economy and its effect on jobs (ESA/CENSUS)

Release monthly export statistics on schedule (ESA/CENSUS)

Achieve pre-determined collection rates for Census Bureau censuses
and surveys in order to provide statistically reliable data to support
effective decision-making of policymakers, businesses, and the public
(ESA/CENSUS)

& FY 2012

PERFORMANCE

For states
that provide
wage records
on schedule,
Census Bureau
will produce
Quarterly
Workforce
Indicators for
at least 90%
of those states
on time every
quarter

100%
At least 90% of
key censuses
and surveys
meet/exceed
collection
rates/levels of
reliability

AND

ACCOUNTABILITY

For states

that provide
wage records
on schedule,
Census Bureau
produced
Quarterly
Workforce
Indicators for
at least 90%
of those states
on time every
quarter

100%

At least 80% of
key censuses
and surveys
met/exceeded
collection
rates/levels of
reliability

(continued)
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PERFORMANCE MEASURE (continued) TARGET ACTUAL STATUS

Release data products for key Census Bureau programs on time to
support effective decision-making of policymakers, businesses, and
the public (ESA/CENSUS)

Complete key activities for cyclical census programs on time to
more effectively support effective decision-making by policymakers,
businesses, and the public and meet constitutional and legislative
mandates (ESA/CENSUS)

Timeliness: Reliability of delivery of economic data (number of scheduled
releases issued on time) (ESA/BEA)

Relevance: Customer satisfaction (mean rating on a 5-point scale)
(ESA/BEA)

Accuracy: Percent of GDP estimates correct (ESA/BEA)

Complete all major strategic plan milestones related to improving the
economic accounts (ESA/BEA)

FY 2012 MISSED TARGETS

PERFORMANCE SECTION -

° 100% of
Economic
Indicators
released on
time

e At least 90%
of key prep
activities
completed on
time

At least 90% of

key prep activi-

ties completed
on time

62

>4.0

>85%
Completion of
strategic plan
milestones

THEME 2

e 100% of
Economic
Indicators
released on
time

e Atleast 90%
of key prep
activities
completed on
time

At least 90% of

key prep activi-

ties completed
on time

62

4.3

87%
Completed

strategic plan
milestones

ACHIEVE PRE-DETERMINED COLLECTION RATES FOR CENSUS BUREAU CENSUSES AND, SURVEYS IN ORDER TO PROVIDE

STATISTICALLY RELIABLE DATA TO SUPPORT EFFECTIVE DECISION-MAKING OF POLICYMAKERS, BUSINESSES AND THE
PUBLIC (ESA/CENSUS)

The Survey of Income Program and Participation (SIPP) is a longitudinal (cannot add to sample) survey that
realizes a decrease in response rates as the survey progresses and respondents decline participation.

Explanation 71,5 Annual Capital Expenditures Survey (ACES) consists of businesses (sample) without employees.
Their unwillingness to participate in the survey had a negative impact on the response rate that resulted in
missing the targets through the third quarter of FY 2012.
The remedy for ACES is to change the methodologiy to better capture and measure responses starting in FY 2013.
A The new methodology will specifically focus on factors more pertinent to the study and survey.
ction

The response rate for SIPP will be adjusted to be in line with the trend of the respondents’ participation in
the survey.

HISTORICAL TRENDS

Census and BEA has consistently met or achieved its targets for its four performance measures over the past several years, as shown in
Appendix A.
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OBJECTIVE 15

Improve weather, water, and climate reporting and forecasting (NOAA)

PUBLIC BENEFITS

W eather affects all facets of society, impacting the economy in ways ranging from agricultural preparation to transportation
planning to disaster response. Accurate weather forecasting can affect the number of lives saved or lost as well as mitigate
the extent of property damage as a result of weather events. Weather forecast guidance and decision support also affects how
power companies plan for daily, weekly, and seasonal variances. Because of this, Americans benefit from sound weather forecasting
both in their daily lives and planning, and in preparation for major storm events.

A weather-ready nation will be able to prepare for and respond to environmental events that affect safety, health, the environment,
economy, and homeland security. NOAA's capacity to provide accurate and relevant information can help create a society that is
more adaptive to its environment; that experiences fewer disruptions, dislocation, and injuries, and that operates a more efficient
economy. Over the long term, climate change may increase the intensity and even the frequency of adverse weather events,
ranging from drought and flooding to wildfires, heat waves, storms, and hurricanes. Changing weather, water, and climate conditions
affect the economic vitality of communities and commercial industries, such as the energy, transportation, and agriculture sectors.
Environmental information aligned with user needs will become ever more critical to the safety and well being of those exposed to
sudden or prolonged hazards and will enable U.S. businesses and policymakers to make informed decisions.

NOAA conducts sound, scientific research and provides warnings, forecast, and decision support for managers of environmental
resources, ranging from fresh water supplies to coastal ecosystems to air quality. Realizing that NOAA's information and services bridge
weather to climate timescales, NOAA will continue to collect and analyze environmental data and issue forecasts and warnings that help
protect life and property and enhance the U.S. economy. The Department is committed to excellent customer service and depends on
its partners in the private sector, academia, and government to add value and help disseminate critical weather and climate information.

One of the growing challenges in the 21st century is the escalation of the demand for water and improved water and air quality.
Changing water temperatures and poor air quality impact the Nation's population and its fish and shellfish populations. To this end,
NOAA can combine predictive weather information with an understanding of weather, water, and climate to develop integrated predic-
tions that can improve the health of ecosystems and communities.

ACHIEVEMENTS
First Operational Tornado Warning Issued Using AWIPS I

The first tornado warning issued using Advanced Weather Interactive Processing System (AWIPS) Il was issued to Foard County, TX
on March 18, 2012. Operational since 1999, AWIPS is NWS's primary system to clearly communicate hazardous weather information
to decisionmakers responsible for implementing life-saving measures when catastrophic weather hits, such as the Joplin, MO and
Tuscaloosa, AL tornado outbreaks. In 2011, NOAA began deployment of the software upgrade known as AWIPS Il. This upgrade
transforms existing AWIPS capabilities into a modern, robust software architecture. This modern software architecture lays the
foundation to transform its service delivery to better align itself with the emerging needs of the U.S. Department of Homeland Security,
Federal Aviation Administration, emergency managers, decisionmakers, the U.S. public and industry.
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Collaboration with FEMA on Wireless Emergency Alerts

On June 28, 2012, the Federal Emergency Management Agency (FEMA) began to disseminating critical NWS warnings via Wireless
Emergency Alerts (WEA) to wireless mobile devices. The WEA program, a partnership between FEMA, FCC, and commercial wireless
carriers, enhances public safety by relaying presidential, AMBER alerts, and Imminent Threat alerts to millions of mobile phones.
All major wireless carriers and hundreds of smaller carriers voluntarily participate in WEA. Numerous cell phones are already capable
of receiving WEAs; by 2014 most commercially available phones are expected to be WEA capable. WEA messages are not subject
to delay or non-delivery when cellular networks become congested as with traditional text messaging. NWS messages which trigger
WEA broadcast includes tornado warnings, flash flood warnings, hurricane and typhoon warnings, extreme wind warnings, blizzard and
ice storm warnings, and dust storm warnings. By the end of 2012, WEA for tsunami warnings will also be disseminated.

Lifesaving Support in Advance of and During 2012 Heat Wave

NOAA provided lifesaving advisories and warnings across the United States before and during the 2012 heat wave. Weather Forecast
Offices issued 140 Excessive Heat Warnings and 521 Heat Advisories during the 2012 heat season. NOAA maintained daily contact
with media and emergency managers providing up-to-date information and forecasts to ensure advanced preparation and appropriate
actions were undertaken. NOAA partnered with multiple federal and private partners to provide guidance on preventive measures for
avoidance of harmful exposure to excessive heat and ultra violet (UV) radiation to the Nation. Beginning in May 2012, much of the conti-
nental United States sweltered under an extreme heat wave; according to NOAA's National Climatic Data Center Extremes Archive, a
total of 645 records were set for the all-time hottest June temperatures. Kansas, lllinois, Indiana, Missouri, Nebraska, New Jersey, Ohio,
Oklahoma and Tennessee saw multiple days of extremes prompting emergency management officials to issue warnings for excessive
heat. An all-time record was set at the Nation’s capital with a daily maximum temperature reaching 104°F on June 29 making for the
area's hottest June day in 142 years. NOAA began alerting the public on extreme heat danger on May 22 with the release of its annual
Heat and Sun Safety Guidance Public Information Statement. During a similar heat wave in Chicago in 1995, nearly 700 people died of
heat related causes. In the summer of 2012, Chicago reported a few dozen deaths, with potential fatalities averted due to advanced
warning and preemptive actions such as opening cooling shelters and increased attention paid to seniors and other vulnerable popula-
tions. These efforts proved especially critical during widespread power outages that accompanied the extreme heat.

NOAA Completes Deployment of New River Forecasting System

NOAA completed deployment of its Community Hydrologic Prediction System (CHPS) to all 13 River Forecast Centers (RFC) leading to
improved river forecasting. CHPS replaces the previous river forecast modeling system that was developed in the 1970s. CHPS, which
is built upon modern software architecture, provides expanded and enhanced tools for water forecasting services. CHPS enables
the larger hydrologic community access to NOAA's hydrologic modeling. NOAA is now able to access and leverage a wide variety
of external hydrologic tools. These improvements significantly expand tools and capabilities to the RFCs and have led to improved
products and services, including decision support services. CHPS enabled the Northeast RFC (NERFC) to provide critical decision
support information to the New York City Department of Environmental Protection (NYCDEP), supporting construction at the Gilboa
Dam. In advance of widespread heavy rain, CHPS enabled the NERFC to provide “what-if" river stage scenarios which allowed
NYCDEP to make informed decisions regarding the safe removal of construction equipment and personnel prior to the heavy rains.

NOAA Upgrades Global Forecast System and Data Assimilation

In March 2012, NOAA implemented major improvements to its Global Forecast System (GFS) including a new method of data assimi-
lation which more effectively uses the information content in observations to correct errors in forecast models. This new data assimi-
lation system which represents one of the biggest improvements in U.S. weather and climate forecasting in a decade was developed
in collaboration with the Office of Oceanic and Atmospheric Research and facilitated by the Hurricane Forecast Improvement Project
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team. The GFS is the foundational computer model used in the development of guidance for more than 1.5 million weather forecasts
annually. Decisionmakers across the country depend on these weather forecasts to improve their planning and hazard preparedness.
Advancements over the previous GFS version were also made in the model physics, post-processing, and improved quality control.
Additional data from GOES East and West (GOES-13 and 15), changes in the use of global positioning system (GPS) Radio Occultation
data, and use of new observations including the operational transition of the Advanced Technology Microwave Sounder data from the
new Suomi NPP satellite were also incorporated. The new forecast system is anticipated to produce more accurate forecasts out to
16 days. This includes improved hurricane track forecast accuracy, general global weather predictions, and forecasts of stratospheric
ozone, which affects the amount of skin damaging radiation that hits Earth's surface and also affects climate.

Sea Ice Support for Emergency Nome, Alaska Fuel Resupply

During January 2012, the U.S. Coast Guard ice-breaker HEALY successfully escorted a Russian fuel tanker delivering an emergency
supply of 1.3 million gallons of winter fuel to Nome, AK. The normal winter fuel supply had been blocked by a major November
winter storm then subsequently by heavy sea ice, placing Nome in danger of running out of fuel mid-winter. The earliest the next
seasonal fuel supply barge would arrive would have been June 2012. NWS provided continuous decision support to U.S. Coast Guard
operations beginning with daily briefing beginning in early December 2011 continuing throughout the operation until the end of January
2012. The NWS Sea Ice Forecaster worked 46 straight days and was in direct contact with the HEALY supplying special routing
forecasts and satellite images daily which were critical to the mission’s success. The NWS Sea Ice Forecaster collaborated with the
Interagency National Ice Center, the U.S. Navy, the University of Alaska, and the U.S. Coast Guard on this effort.

NOAA Provides Decision Support for 2012 Fire Season

NOAA provided extensive decision support services enabling the Western United States to effectively manage the FY 2012 active fire
season starting in late April. Because of a drier than average winter across much of the West, the 2012 fire season was the most active
since 2008. The 2012 fire season was characterized by severe drought conditions and record temperature extremes from central WWyoming,
southward through Arizona, Colorado and New Mexico. As early as January, NOAA began providing a seasonal outlook, focusing on the
potential for significant wildfires to stakeholders and began coordinating with partners including federal, tribal, state, and local fire service
providers. NOAA continued to provide daily-to-weekly updates to their partners, including the impacts of the current weather forecasts on
potential wildfire conditions. NOAA has provided over 18,000 spot forecasts for wildfire management year to date, including 11,000 for
prescribed burns. NOAA deployed Incident Meteorologists (IMET) as front-line support, with 167 on-site dispatches through September
providing approximately 21,000 hours of direct support for these devastating fire outbreaks. On average, IMET were on site within 14 hours
of request to NWS, enabling them to participate from the first stages overall Incident Management Team response to closeout. During the
morning of June 12, 2012, at the Cow Camp Fire in Wyoming, a high-confidence IMET forecast of light winds resulted in implementing
an aggressive tactical strategy to drop 160,000 gallons of water resulting in the protection of the towns of Hartville and Guernsey, WY.
At the incident closeout, the Incident Commander commented that this action shortened the fire duration by two days. IMETs continue
to serve on fires at this time, with a projected total number of deployments this year totaling 175; 35 deployments above an average year.

Weather-Ready Nation Community Pilot Projects Launched

As part of the Weather-Ready Nation (WRN) initiative, NOAA began piloting concepts for improved coordination for the emergency
management community and effective response by the public and business community. These pilot projects will help set the direction
for NOAA services of the future to better meet its mission to protect life and property mission. The community pilot projects launched
in strategic locations in the Gulf Coast, South and mid-Atlantic were designed to improve warning and forecast services. These six
community pilot projects are now operational in Silver Spring, MD; Fort Worth, TX; Sterling, VA; Slidell, LA; Tampa Bay, FL; and Charleston,
WV. The pilot projects are helping these communities reach the highest level of preparedness and resilience to high-impact weather
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while sharing best practices and lessons learned with other NOAA offices. Each of the pilots are designed to test new service concepts
laid out in the WRN Roadmap and range in focus from emergency response to integrated environmental support services. Early accom-
plishments of the pilot projects include a public-private partnership in Slidell where a Significant Weather Emergency Response Vehicle
was acquired and equipped at no cost to taxpayers. The vehicle will be deployed at weather-dependent emergencies and incidents to
better support NOAA Core Partners on location. Also, working with social scientists, in collaboration with the National Hurricane Center,
the pilot projects in Slidell and Tampa Bay tested a prototype Storm Surge Warning product during Tropical Storm Debby.

NWS Prepares Workforce to Integrate Dual-Pol Radar into Nation’s Warning Services

In 2012, NWS accelerated forecast staff expertise on Dual-Polarization (Dual-Pol) radar data which is critical for improved warnings and
forecasts used by the public and key decisionmakers. Preliminary assessment by a team of expert forecasters indicated that a well-trained
forecaster staff using Dual-Pol data is better able to identify areas of heavy precipitation over the standard radar leading to improved flash
flood warnings, winter weather warnings, and warning of severe convective weather. This training success has received attention around
the world with 10 other nations’ meteorological agencies requesting access to this operations training for their workforce. The operational
integration of Dual-Pol technology, being currently deployed to the Nation's fleet of weather radars, requires synchronization of all the
interrelated components of NWS, including current operations, technology improvements, training, and service delivery by forecasters.
To address the complex Dual-Pol training needs, NWS designed a comprehensive training course targeted to 1,800 Meteorologists-in-
Charge, Hydrologists-in-Charge, Science and Operations Officers, Warning Coordination Meteorologists, forecasters, and hydrologists
with warning responsibilities at NWS to effectively use Dual-Pol data in the development of warnings. This training program is the most
comprehensive and challenging since NWS trained its workforce to effectively use the Doppler weather radar in the 1990s.

SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (NOAA) TARGET ACTUAL STATUS

Severe weather warnings for tornadoes (storm-based) — Lead time (minutes)’ 12 Slightly Below
Severe weather warnings for tornadoes (storm-based) — Accuracy (%)’ 72% 711 Slightly Below
Severe weather warnings for tornadoes (storm-based) — False alarm rate (%)’ 72% 70%"

Severe weather warnings for flash floods (storm-based) — Lead time (minutes) 42 571 Exceeded
Severe weather warnings for flash floods (storm-based) — Accuracy (%) 74% 74%

Hurricane forecast track error (48 hours) (nautical miles)! 84 703 Exceeded
Hurricane forecast intensity error (48 hours)(difference in knots) 13 14.43

Accuracy (%) (threat score) of day 1 precipitation forecasts 31% 32!

Winter storm warnings — Lead time (hours) 19 18 Slightly Below
Winter storm warnings — Accuracy (%) 90% 83%

Marine wind speed accuracy (%) 71% 76%"

Marine wave height accuracy (%) 75% 77%'

Aviation forecast accuracy for ceiling/visibility (3 mile/1,000 feet or less)(%)3 65% 61%?2

Aviation forecast FAR for ceiling/visibility (3 mile/1,000 feet or less)(%) 40% 39%?2

T Pending collection of final data and verification and validation.
2 Pending verification and validation.
3 Beginning in FY 2007, NOAA reported the previous year's results because data is not available until February.
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FY 2012 MISSED TARGETS

| MEASURE | SEVERE WEATHER WARNINGS FOR TORNADOES (STORM-BASED) - LEAD TIME (MINUTES) AND ACCURACY (NOAA)

The performance targets for tornado lead time and accuracy were set at an appropriate level, and the deviation

Explanation o .
from that level is slight. There was no effect on the overall program or activity performance.
A full field deployment of the dual-polarization upgrade to the Next-Generation Radar and associated training from
FY 2011-FY 2013 will aid forecasters in better diagnosing severe thunderstorm structure and will lead to better
detection of airborne tornado debris in radar data in FY 2014 and beyond.

Action

Integrated Hazard Information Services software is being developed, which will allow forecasters to better
manage hazardous weather warning services as well as their situation awareness. Rapid prototyping is ongoing
with field deployment scheduled to begin in FY 2013.

m HURRICANE FORECAST INTENSITY ERROR (48 HOURS)(DIFFERENCE IN KNOTS) (NOAA)

NOAA set aggressive targets for hurricane intensity forcasting in FY 2011 which were not fully realized. This was
based on anticipated performance improvements from the physics upgrades to the operational Hurricane
Weather Research and Forecasting (H\WWRF) model. FY 2011 48 hour intensity error value exceeded the 5-year
average, although it fell below the target.

Explanation

NOAA continues to address issues contained with the H-WRF software including refining model physics.

In FY 2010, NOAA's initiated its Hurricane Forecast Improvement Project (HFIP) which focuses on improving the
accuracy and reliability of hurricane forecasts. The specific goals of the HFIP are to reduce the average errors of

Action hurricane track and intensity forecasts by 20 percent. These efforts include enhanced observational strategies,
improved data assimilation, numerical model systems, and expanded forecast applications.

HFIP has developed a prototype hurricane forecast system which will be transitioned to operations contingent up
availability of high performance computing.

| MEASURE | WINTER STORM WARNINGS - LEAD TIME AND ACCURACY (NOAA)

In a typical fiscal year, the number of winter weather events varies from 4,500 to 7,800. In FY 2012 the Nation
experienced 3,207 winter storms. The lack of storms and near record warmth throughout the FY 2012 winter
made it difficulty for NOAA's forecasters to distinguish between snow versus rain or mixed events. This resulted
in reduced winter storm warning accuracy. The lack of large winter storm systems also made it difficult to warn

Explanation : . . . . . . . .
across multiple counties, which contributed to longer lead times than during a typical winter. Despite these
difficulties, the winter storm warnings lead time was missed by less than an hour; from a service perspective,
the lead time still gave NOAA's users, particularly emergency managers, adequate time to prepare and to mitigate
impacts—which is critical to decision support services.

Action In FY 2013 and beyond, NWS forecasters will benefit from advanced numerical weather prediction model forecast

of winter storms.
m AVIATION FORECAST ACCURACY FOR CEILING/VISIBILITY (3 MILE/1,000 FEET OR LESS)(%) (NOAA)

Instrument Flight Rules (IFR) are defined as ceiling <1,000 feet and/or visibility <3 miles. Typically, NWS forecasts
IFR events more accurately during years with higher occurrences of low clouds and fog. FY 2012 was a milder
Explanation than normal winter, when most events occur, and a significant drought over much of the Unitied States during
the summer resulted in fewer low cloud and fog events to forecast. Fewer events to forecast result in lower

performance.

Action NWS continues to focus on detecting IFR conditions and making accurate and precise forecasts. NWS is focusing
on improving Terminal Aerodrome Forecast (TAF) products at 30 busiest airports.
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Each year, NOAA's NWS typically meets or exceeds 12 of 14 Government Performance and Results Act (GPRA) measures. In FY 2012,
the Nation witnessed an exceptionally dry year with over 80 percent of the Nation being impacted. FY 2012 was characterized by a low
frequency of weather events, unusually high temperatures, and drought. The reduced weather event frequency led to less represen-
tative performance results. During a typical year, a larger number of weather events allow NWS forecasters to have greater situational
awareness, leading to improved average weather forecasts and warnings.

Since 2010, NWS has exceeded flash flood lead time targets. NWS effected a transition from a county-based warning service to a
storm-based warning service for flash floods in FY 2010 to provide more geographically-specific and accurate warning information to
the public. During 2010 and 2011, the Nation had extremely wet years dominated by periods of highly predictable storm activity which
was a factor in improved accuracy. As noted, FY 2012 was characterized by fewer storms and drought. At the end of FY 2012, NWS
conducted a review of its past performance of flash flood lead time. Based upon this analysis, NWS has increased its targets beginning
in FY 2013. NOAA's hurricane forecast track error performance has steadily improved by one to three percent since 2003; targets are
routinely reassessed and adjusted to reflect these performance trends.

THEME 2 PROGRAM EVALUATIONS

The following program evaluations were conducted on programs related to this theme in FY 2012.

BUREAU m NAME OF EVALUATION DATE WEB SITE

NOAA

NOAA

NOAA

NOAA

FY 2012

GAO

GAO

GAO

GAO

Information Technology Cost Estimation:
Agencies Need to Address Significant
Weaknesses in Policies and Practices

Polar-orbiting Environmental Satellites:
Changing Requirements, Tehcnical
Issues, and Looming Data Gaps Require
Focused Attention

Geostationary Weather Satellites: Design
Progress Made, but Schedule Uncertainty
Needs to be Addressed

GAO Annual Report: Opportunities
to Reduce Duplication, Overlap and
Fragmentation, Achieve Savings, and
Enhance Revenue (GAO-12-3425P)

Change Adaptation: Federal Efforts
to Provide Information Could Help
Government Decision Making
(GAO-12-238T)

PERFORMANCE AND ACCOUNTABILITY

7/2012

7/2012

6/2012

2/2012

11/2011
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WWW.ga0.gov

WWW.ga0.gov

WWW.Qa0.gov

WWW.ga0.gov

WWW.gao.gov
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THEME, STRATEGIC GOAL, AND OBJECTIVES

THEME 3: ENVIRONMENTAL STEWARDSHIP

Strategic Goal: Promote economically-sound environmental stewardship and science

Objective 16 Support climate adaption and mitigation (NOAA)
Objective 17 Develop sustainable and resilient fisheries, habitats, and species (NOAA)

Objective 18 Support coastal communities that are environmentally and economically sustainable (NOAA)
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THEME 3: ENVIRONMENTAL STEWARDSHIP

STRATEGIC (GOAL: Promote economically-sound environmental stewardship and science

r A

ENVIRONMENTAL STEWARDSHIP TOTAL RESOURCES

Funding Levels FTE' Resources
(Dollars in Millions)

$2,479.4 5,169 5,260 5,209 5,167

$22493 4,924 4920

$1,962.4
si7e10  SLES04 $1,7885
2007 2008 2009 2010 2011 2012
2007 2008 2009 2010 2011 2012 Fiscal Year
Fiscal Year 'FTE—Full-Time Equivalent

ENVIRONMENTAL STEWARDSHIP

his th [ [ | ithin th
is theme contains one strategic goal and within that STATUS OF CURRENT MEASURES

strategic goal, three objectives which contribute to

the Secretary’s theme of Environmental Stewardship,
all of which are associated with the National Oceanic and
Atmospheric Administration (NOAA). The following public
benefits, achievements, and performance results are associated
with each objective.

| M Improving M Stable M Declining New Measure |

| Improving, stable, or declining measures have at least three years of data. |
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OBJECTIVE 16

Support climate adaption and mitigation (NOAA)

PUBLIC BENEFITS

he Nation has an urgent need to advance U.S. understanding of the climate system and climate impacts so as to improve

climate predictions and projections and to better inform adaptation and mitigation strategies. Key scientific uncertainties limit
scientists’ ability to understand and predict changes in the climate system. International, national, state, and local efforts to limit
greenhouse gases require reliable information to support emissions verification, as do efforts to track climate changes and mitigate
impacts. Adaptation and mitigation strategies must be informed by a solid scientific understanding of the climate system.

Society exists in a highly variable climate system, with conditions changing over the span of seasons, years, decades, and centuries.
Given such stresses as population growth, drought, and increasing demand for fresh water, it is essential for NOAA to provide
reliable observations, forecasts, and assessments of climate, water, and ecosystems to enhance decisionmakers’ ability to minimize
climate risks. This information supports decisions regarding community planning, business management, and natural resource and
water planning.

Climate-related changes projected for the future include the following:

® increased global temperatures;
® melting sea ice and glaciers;

® rising sea levels;

increased frequency of extreme precipitation events;

acidification of the oceans;

® modifications of growing seasons;

@® changes in storm frequency and intensity;

@ alterations in species’ ranges and migration patterns;

@ carlier snowmelt;

@® increased drought; and

@ altered river flow volumes.

The impacts of these changes are regionally diverse and affect numerous sectors, including water, energy, transportation, forestry,
tourism, fisheries, agriculture, and human health. A changing climate is projected to increase demand for water resources and
exacerbate other human impacts on fisheries and marine ecosystems, such as over-fishing, habitat destruction, pollution, and
excess nutrients in coastal waters. Sea level rise is expected to amplify the effects of other coastal hazards, and rising temperatures
are expected to increase invasions of non-native species. Climate change can also have a direct impact on commerce, transportation

and the economy. In the Arctic, retreating sea ice is providing access for regional oil and gas development, expanding commercial
fisheries northward, and opening sea routes for commerce and tourism.
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These changes have profound implications for society, underscoring the need for scientific information to aid decisionmakers
in developing and evaluating options for mitigating the human causes of climate change and adapting to foreseeable climate
impacts. While the Nation has made significant progress in Its understanding of climate, more work is needed to improve scientific
understanding, produce accurate predictions, identify risks and vulnerabilities, and inform decision-making. No single agency can
do this alone; climate science, assessment, service, engagement, and education efforts require and benefit from interagency,
academic, and private sector partnerships. Building on decades of strong scientific research and information and engagement with
stakeholders, NOAA will advance this long-term goal by deepening its scientific understanding of climate, developing authoritative
climate assessments, developing and delivering climate services at global, regional, and local scales, and improving public
knowledge of a changing climate and its impacts. Given its stewardship responsibilities and expertise, NOAA will focus particularly
closely on the impacts of a changing climate on weather patterns, ocean and coastal ecosystems, living marine resources, and salt
and freshwater resources.

In FY 2012, NOAA continued to play a lead role in the U.S. Global Change Research Program (USGCRP) which coordinates and
synergizes climate research and activities across numerous member agencies, gaining efficiencies in the process. NOAA leads the
USGCRP effort to produce the National Climate Assessment which is a quadrennial compilation of the state of the climate, climate
research, and assessments pertaining to the impacts of climate variability and change.

ACHIEVEMENTS
Carbon Dioxide Levels Reach Milestone at Arctic Sites

In April 2012, NOAA measured the highest concentration of carbon dioxide (CO2) ever recorded in the atmosphere of Barrow,
AK, 400 parts per million (ppm). Carbon dioxide at six other remote northern sites in NOAA's international cooperative air sampling
network also reached 400 parts per million at least once this spring: at a second site in Alaska and others in Canada, Iceland, Finland,
Norway, and an island in the North Pacific. Measurements at all those remote sites reflect background levels of CO2, influenced
by long-term human emissions around the world, but not directly by emissions from a nearby population center. Carbon dioxide,
emitted by fossil fuel combustion and other human activities, is the most significant greenhouse gas contributing to climate change.
By comparing these values to historical CO2 amounts, NOAA can predict future levels of CO2.

NOAA Scientists Point to Climate-protecting Potential of Montreal Protocol

NOAA Research scientists and international colleagues authored a Policy Forum on “Preserving Montreal Protocol Climate Benefits
by Limiting HFCs" published in Science (February 24, 2012: 922-923). The Montreal Protocol’s protection of the stratospheric ozone
layer could have unintended impacts on climate because it has encouraged the use of chemicals called HFCs (hydrofluorocarbons)
as substitutes for ozone-depleting substances such as CFCs (chlorofluorocarbons). HFCs do not deplete ozone, but they are potent
climate-warming greenhouse gases, and their use is rising. The Montreal Protocol has provided some global climate protection.
Many ozone-depleting substances, now phased out of production, are also greenhouse gases. The authors note the Montreal Protocol’s
climate benefits could be preserved if HFCs were also addressed under the protocol.

NOAA Expanded the Climate Stewards Education Project
The NOAA Climate Stewards Education Project (CSEP) expanded to include 140 educators in 40 states and the District of Columbia

providing professional development and collaborative online learning to increase climate science knowledge and engage kindergarten
to college and informal learners in local stewardship projects. NOAA CSEP educators completed over 1,300 contact hours of
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professional development in climate change science and pedagogy via Webinar and online tutorials, as well as face to face workshops
hosted by the National Ocean Service and partners like the U.S. Forest Service, National Science Teachers Association, and American
Meteorological Society in states and localities including Georgia, Wisconsin, Louisiana, New York, Maryland, and Washington, D.C.

“Seeing” Sea Level Rise and Improving Local Sea Level Change Scenarios

Datasets, models, visualizations, and many other resources must come into play when coastal professionals talk with communities
about flood-related changes such as sea level rise. Some audiences begin to understand coastal changes only when they can visualize
the impacts. For this reason the NOAA Coastal Services Center developed the Sea Level Rise and Coastal Flooding Impacts Viewer.
This viewer uses local elevation data and visualization software that enables users to see, in maps and pictures, how one to six feet
of sea level rise is likely to impact their coastal communities. Featured on the Digital Coast \Web site, this tool has been very popular,
garnering 9,760 direct Web hits between October 1, 2011, and July 20, 2012. The viewer is in year three of a four-year effort, covering
a total of 98 counties or parishes in six states. The release of the viewer by region will include Webinars and meetings to ensure its
application by coastal managers.

NOAA Completes Move into the Center for Weather and Climate Prediction

NOAA successfully moved into the NOAA Center for Weather and Climate Prediction (NCWCP). NCWCP is a newly-constructed,
leased facility located in College Park, MD with 268,762 square feet of available space. NCWCP was a joint NOAA and General Services
Administration project. This effort consolidates three current locations into one. Five of NOAA's National Centers for Environmental
Prediction; two elements of NOAA's National Environmental Satellite, Data, and Information Service; and NOAA's Air Resources
Laboratory will operate out of the NCWCP. The co-location of these organizations will improve programmatic integration in national
weather and climate modeling and prediction product development. The NCWCP facility is currently a candidate for silver certification
in the Leadership in Energy and Environmental Design (LEED) Green Building Rating System. LEED sets standards for green buildings,
verifying that the building is environmentally responsible, profitable and healthy for occupants. NCWCP has environmentally-friendly
features such as planted “green roofs,” bio-retention areas, and a storm water cistern to collect water for irrigation.

Examining the State of the Climate in 2011

NOAA released the 2011 State of the Climate Report, which is a peer-reviewed report compiled by scientists from countries around
the world. [t provides a detailed update on global climate indicators, notable weather events, and other data collected by environ-
mental monitoring stations and instruments on land, sea, ice, and in the sky. According to the report, 2011 was the coolest year
on record since 2008 even though temperatures remained above the 1981-2010 average. The State of the Climate Report is peer-
reviewed and published annually as a special supplement to the Bulletin of the American Meteorological Society. The report is part
of a suite of climate services NOAA provides to government, business, and community leaders so they can make informed decisions.
The National Climatic Data Center has led the annual effort to assemble the State of the Climate Report for the last 12 years. In that
time, the number of contributing authors has grown from 13 in 2001 to 378 authors from every continent in 2012. Each year the report
reaches a broader audience as an increasing number of businesses, groups, and individuals gather ever-growing interest and concern
in the climate. Educators also use this report as a tool to teach students about various aspects of climate and climate change.

Explaining Extreme Events of 2011 from a Climate Perspective
A National Climatic Data Center scientist along with colleagues from the UK Met Office Hadley Centre and the NOAA Office of Program

Planning and Integration authored a paper entitled “Explaining Extreme Events of 2011 from a Climate Perspective.” The paper was
published in the Bulletin of the American Meteorological Society and explains how the odds of extreme events have changed in response
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to global warming. Currently, scientists find attributing single extreme events to human-induced climate change very challenging. In the
past, scientists often stated that it simply was not possible to say whether an individual weather or climate event could be attributed
to climate change. However, scientists now widely accept that attributing individual weather or climate events to climate change is
possible, if the probabilistic nature of doing so is properly taken into account. This paper explains which of several specific extreme
events of 2011 can be attributed to human-induced climate change. By developing the ability to put recent extreme weather or climate
events into the longer-term context of climate change, scientists can provide the public with the information needed to make decisions
to effectively minimize and prepare for the impacts of these variations and changes in the climate system.

New Regional Climate Science Collaborations in Alaska, California-Nevada, and the Carolinas

NOAA established three new Regional Integrated Sciences and Assessments (RISA) collaborations in Alaska, California-Nevada, and
the Carolinas. The three new awards include the Alaska Center for Climate Assessments and Policy (ACCAP — University of Alaska-
Fairbanks), the California-Nevada Applications Program (CNAP — Scripps Institution of Oceanography), and the Carolinas Integrated
Science and Assessments program (CISA - University of South Carolina). All three institutions will address issues expressed by regional
decisionmakers and will conduct research efforts collaboratively with other universities and research organizations. The ACCAP center
will focus on coastal and living marine resources with potential topics including sea ice extent and the vulnerability of coastal infra-
structure to storms. CNAP will address water supply, planning and preparedness for wildfires, and coastal management. The CISA
project addresses early warning and preparedness for drought, groundwater vulnerability to saltwater intrusion, and shellfish pathogens.
The teams will support dialogue between scientists and decisionmakers through which social scientists and outreach experts can
evaluate the use of climate information.

SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (NOAA) TARGET ACTUAL

U.S. temperature forecasts (cumulative skill score computed over the
regions where predictions are made)

Uncertainty in the magnitude of the North American (NA) carbon uptake 0.40 GtC/year  0.40 GtClyear

21 28 Exceeded

Error in global measurement of sea surface temperature 0.50°C 0.56°C

Annual percentage of U.S. states and territories that use NOAA climate
information and services to improve decision-making in the face of a 22% 22%
changing climate

T Pending final data and verification and validation.

13
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FY 2012 MISSED TARGETS

m ERROR IN GLOBAL MEASUREMENT OF SEA SURFACE TEMPERATURE (NOAA)

The primary reason for the increase is the residual effect of the unexpected short life spans for some batches of

drifters. While correction procedures have been in place and more drifters have been deployed since April 2012
Explanation by the Global Drifter Program, deployments are lacking in the Southern Ocean during the Southern Hemisphere

winter season. Combined with the times required for the deployed drifters to disperse to other areas from the

deployment points, this resulted in more data gaps particularly in the Southern Ocean regions.

With the planned enhanced deployment for the Southern Ocean region as the warmer Southern Hemisphere
Action seasons come, combined with the farther spread of last season's deployed drifters, NOAA anticipates that the

sea surface temperature GPRA results will improve.

OBJECTIVE 17

Develop sustainable and resilient fisheries, habitats, and species (NOAA)

PUBLIC BENEFITS

O cean and coastal ecosystems provide many important human benefits, including nourishment, recreational opportunities, and
support for U.S. economies. Yet ocean and coastal resources, stressed by human uses and habitat changes, are experiencing
depleted fish and shellfish stocks, increased numbers of species at-risk and declining marine, coastal, and Great Lakes biodiversity.
Since humans are an integral part of the ecosystem, these declines in ocean and coastal ecosystem functions and quality directly
impact human health and well being. Global demands for seafood, recreational use of the marine environment, and other pressures
on habitats and over-exploited species are expected to increase as a result of long-term environmental, climate, and population
trends. Depleted fish stocks and declines in iconic species such as killer whales, salmon, and sea turtles result in lost opportunities
for employment, economic growth, and recreation along the coasts. In addition, climate change impacts to the ocean such as sea
level rise, acidification, and warming will alter habitats and the relative abundance and distribution of species as well as the produc-
tivity of coastal and marine ecosystems. This will affect recreational, economic, and conservation activities, as concerns about the
sustainability of ecosystems and safety of seafood rise commensurately.

By working toward the long-term sustainability of all species, NOAA will also ensure that seafood is a safe, reliable, and affordable
food source for present and future generations; that both consumptive and non-consumptive uses of living marine resources, including
seafood production and recreational fishing opportunities, continue to support vibrant coastal communities and economies; and that
species of cultural and economic value can flourish. Restoration of species that have declined to the point where, without intervention,
they would simply die out does not occur overnight; it often requires a substantial amount of time to restore their natural habitat and
their depleted levels. Native species also can be affected by the inadvertent introduction of invasive species, often through the shipping
industry or through direct human release of such species. NOAA defines them as “aquatic and terrestrial organisms and plants that
have been introduced into new ecosystems (i.e., Great Lakes, San Francisco Bay, Florida, Hawaii) throughout the United States and
the world and are both harming the natural resources in these ecosystems and threatening the human use of these resources.”
Examples of recent invasive species include zebra mussels and snakeheads. NOAA will ensure that the ocean, estuarine, and related
ecosystems and the species that inhabit these ecosystems are vibrant and sustainable in the face of these challenges. An ecosystem-
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based approach to management that accounts for the complex connections between organisms (including humans); their physical,
biotic, cultural, and economic environments; and the wide range of processes that control their dynamics will assist policymakers by
giving them a stronger understanding of these systems and allowing them to weigh trade-offs between alternative courses of action.

ACHIEVEMENTS
Major Management Milestone Reached for U.S. Fisheries

On June 29, 2012, NOAA achieved a significant milestone by approving the final Fishery Management Plan amendment to put annual
catch limits and accountability measures into place. To prevent and end overfishing in the United States, the Magnuson-Stevens
Reauthorization Act requires that all federal fisheries be harvested under annual catch limits with accompanying accountability
measures. During the next few years, as NOAA continues to manage fisheries under annual catch limits and completes new scientific
stock assessments, it expects to confirm that overfishing has ended and depleted stocks are rebuilding to higher levels of abundance.
Ending overfishing and rebuilding stocks are an investment in the long-term viability of the Nation's fisheries and fishing communities.
NOAA commends the fishermen and communities impacted by these management changes for their commitment and participation in
making U.S. fisheries among the most responsibly managed in the world.

Record Number of Stocks Rebuilt, Improving the Nation’s Fisheries

By the close of 2011, NOAA had declared six fish stocks rebuilt—the most in a single year—and overall results showed a decrease in
the number of both overfished stocks and stocks experiencing overfishing. Between December 31, 2010, and December 31, 2011,
the number of overfished stocks dropped from 48 to 45, and the number of stocks experiencing overfishing dropped from 40 to 36.
These results underscore the strength of NOAA's science-based management process and clearly demonstrate that the Agency is
actively turning the corner on ending overfishing and rebuilding the Nation's fisheries.

Positive Results from First Year of Innovative Catch Shares Program for West Coast Groundfish

Final figures for the 2011 fishing year for the West Coast Groundfish Fishery showed successful fishing under the catch share system
as reflected in a year-round fishery based on the business decisions of fishermen. In 2011, annual revenues were up by 14 percent
in the non-whiting portion of the shoreside fishery compared to the historical average. Shoreside whiting landings and revenue both
increased dramatically, with landings up by 40 percent and revenues up by 121 percent compared to the historical average. Buttressed
by high sablefish prices and a large whiting quota, revenues in the combined fishery reached higher than average levels. These sectors
combined reached a total of $54 million in 2011 compared to the 2006-2010 average of $38 million. NOAA scientists also support the
fishery with timely information on fish stocks and retention. These results are promising for the groundfish resource, the fishermen,
and their communities.

NOAA’s Transformed Law Enforcement Provides Benefits for Protected Species, Marine Resources,
and Constituents

The transition of NOAA's Office of Law Enforcement toward a more holistic approach that combines focused and effective criminal
enforcement with more extensive compliance assistance, monitoring, patrols, and inspections has yielded benefits for protected
species, marine resources, and constituents. For the first time, NOAA took a collaborative approach to creating its enforcement
priorities, reaching out to commercial and recreational fishermen, fishery management councils and interstate commissions, federal
and state enforcement partners, nongovernmental organizations, and others. As a result, NOAA adjusted the composition of its
workforce such that a better balance exists between special agents and enforcement officers.
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As an example of this successful approach, NOAA has made significant progress protecting endangered sea turtles. In the wake of
high levels of sea turtle strandings in the Gulf of Mexico (525 documented in 2011 and 350 documented through July 15, 2012), NOAA
inspected 240 shrimp traw! vessels for Turtle Excluder Device (TED) compliance from October 2011 through May 2012 and discovered
79 vessels with noncompliant TEDs. While this effort resulted in multiple warnings and violations as well as one civil penalty, NOAA
personnel also helped many shrimpers comply with the TED requirements, correcting improperly installed TEDs, investigating reports
of incorrect TED construction, and educating the industry on TED requirements.

NOAA Restores Access to Valuable Fish Habitat

NOAA worked with state and federal agencies and nongovernmental partners to open rivers and streams for fish and other species
by removing barriers to fish passage while supporting national infrastructure and energy projects that promote economic growth.
Mitigating the negative impacts of dams and other obstacles, such as water supply and diversion structures, is an important strategy
for allowing migratory fish populations to return to their spawning grounds. NOAA contributions to partner programs will open more
than 1,000 river miles with benefits for fish and entire riverine, coastal, and marine ecosystems. Important examples include:

® The removal of the Great Works dam on the Penobscot River in Maine;

® A new fish passage facility at the Savannah River's New Savannah Bluff Lock and Dam in South Carolina;

Mitigation for the relicensing of the Toledo Bend Hydro Project on the Sabine River in the Gulf of Mexico river basin;

Fish passage facilities negotiated by NOAA and partners at the Goose Creek Dam above Charleston, SC; and

Large-scale dam removal projects on the Elwha and White Salmon rivers in Washington State.
Historic Sockeye Returns in Columbia River Basin

In 2012, the number of sockeye salmon passing Bonneville Dam was the highest in more than seven decades. Over 514,000 sockeye
passed the dam in 2012, up from 386,000 in 2010. The average count for 2008 to 2012 was 295,000 fish. This increased abundance
is even more impressive since the majority of these fish are wild fish from the Okanogan River, which pass nine mainstem dams, and
Lake Wenatchee, which pass seven mainstem dams. High survival rates of in-river migrating smolts in recent years demonstrate
positive impacts from recent improvement to fish passage and hydrosystem operations. For example, survival rates in 2010 and
2011 between Rock Island and Bonneville dams—a six-dam reach—were estimated at about 49 percent and 51 percent, respectively.
Survival estimates in earlier low flow years (similar to 2010) were much lower: 15 percent in 2002 and 16 percent in 2005.

NOAA Protects Atlantic Sturgeon

On February 6, 2012, NOAA announced its decision to list five populations of Atlantic sturgeon along the U.S. East Coast under the
Endangered Species Act (ESA): four as endangered and one as threatened. This listing follows a formal status review of Atlantic
sturgeon in 2007 conducted by biologists from NOAA, the U.S. Geological Survey, and the U.S. Fish and Wildlife Service. Because the
ESA requires consultation on actions that might affect listed species, and several Northeast fisheries are either known, or have the
potential, to interact with Atlantic sturgeon, the listing triggered the need to analyze the effects on those fisheries. NOAA is working
closely with partner agencies to gather the information necessary to fully assess the impacts of these fisheries on Atlantic sturgeon.
Working with the New England and Mid-Atlantic Fishery Management Councils, NOAA is also identifying measures to minimize the
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impacts of these fisheries on Atlantic sturgeon as necessary. All nine planned fishery consultations should be finished by the end of
2012. The National Resources Defense Council petitioned NOAA to list Atlantic sturgeon and designate critical habitat under the ESA
on October 6, 2009.

NOAA Achieves Key U.S. Goals in International Fora

NOAA made key contributions toward improving international management of marine resources. NOAA led the U.S. delegation to
the 2012 Annual Meeting of the Inter-American Tropical Tuna Commission (IATTC) and was key to achieving a landmark international
agreement that, for the first time ever, establishes catch limits for bluefin tuna in the Eastern Pacific. The IATTC adopted a catch
limit of 10,000 metric tons and agreed to request that the Western and Central Pacific Fisheries Commission adopt similar measures.
These catch limits are an essential step toward the sustainable management of this highly prized fish in the Pacific Ocean.

Improving Coastal Resiliency and Creating Jobs

The National Marine Fisheries Service awarded a $45 million construction contract funded by the Coastal Wetlands Planning,
Protection and Restoration Act Program to restore two miles of Gulf of Mexico shoreline and 500 acres of coastal habitats on Louisi-
ana’s Pelican Island. The project largely completes a 15-year effort led by NOAA in partnership with Louisiana to restore over 12 miles
of critically eroding barrier shoreline in the Barataria Basin, one of the Nation's most productive estuaries. That effort has created and
protected 2,200 acres of coastal habitats while improving protection for significant energy supply infrastructure and maintaining the
“first line of defense” against storm surge. The Pelican Island project uses over four million cubic yards of sediments (equivalent to
filling 80 percent of the Louisiana Superdome) to re-create dune, salt marsh and other habitats important to Gulf of Mexico marine
resources. Project construction is about 50 percent complete, with over 70 private sector employees providing a wide variety of
marine construction, skilled labor, and supporting services. This project is part of NOAA's nationwide effort to ensure healthy habitats
that sustain resilient and thriving marine resources and communities.

SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (NOAA) TARGET ACTUAL _

Fish stock sustainability index (FSSI) 603.5

Percentage of fish stocks with adequate population assessments 57.4% 56.1% Slightly Below
and forecasts (132/230) (129/230)

Number of protected species with adequate population assessments 20.6% 20.9%

and forecasts (78/378) (79/378)

Number of protected species designated as threatened, endangered,
or depleted with stable or increasing population levels
Number of habitat acres restored (annual) 80,007 8,242 Exceeded

T Acres restored with funding from the Pacific Coastal Salmon Recovery Fund were not available at the time of publication. The acres shown
were restored with Habitat Program funding, which exceeded the target of 6,007.

28 29
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FY 2012 MISSED TARGETS

| MEASURE | PERCENTAGE OF FISH STOCKS WITH ADEQUATE POPULATION ASSESSMENTS AND FORECASTS (NOAA)

The target of 57.4% or 132 stocks with adequate population assessments was missed by three stocks as a result

of the following:

® Two new assessments (cobia and Spanish mackerel) have been completed but not yet fully reviewed and
approved. They were delayed by the decision to include 2011 data and the need to revise the model, and
the process was slowed by the workload of the scientific staff.

® One new assessment did not meet the adequacy requirements due to data limitations. The stock in
question (skipjack tuna) is an international stock, and the survey was conducted by the Inter-American
Tropical Tuna Commission, so data from multiple nations were required, and NOAA was not in charge of
the assessment process.

® One existing assessment (blue king crab) was determined to be invalid due to problems with the
assessment model. This effort was led by the Alaska Department of Fish and Game so NOAA was not
in charge of the schedule for revision of the model.

Explanation

The delayed assessments for cobia and Spanish mackerel are expected to be completed in second quarter
Action FY 2013. The revised model for blue king crab was accepted in September 2012 and will be fully implemented
and the assessment finalized during FY first quarter FY 2013.

HISTORICAL TRENDS

Although the shortfalls in both FY 2011 and FY 2012 were largely related to individual assessment events, steps are being taken to
address larger issues to ensure that this pattern does not turn into an ongoing negative trend. These issues include the loss of days at
sea and the demand for increased frequency of assessments that are already adequate, especially in the Northeast. Individual Science
Centers are working with their respective Regional Fishery Management Councils to revise assessment processes and get more stock
assessments onto an expedited update schedule and streamlined review in lieu of full benchmark assessments.

OBJECTIVE 18

Support coastal communities that are environmentally and economically sustainable (NOAA)

PUBLIC BENEFITS

oastal areas are among the most developed in the Nation, with over half the population living on less than one-fifth of the land
C in the contiguous United States. At over 230 persons per square mile, the population density of the near shore is three times
that of the Nation as a whole. The portion of the U.S. economy that depends directly on the ocean is also large, with 13 million
U.S. jobs provided by the water and transportation industry and over $800 billion in domestic trade added to the national economy
in 2010. Approximately 90 million people support the travel and tourism industry along U.S. coasts every year. With its Exclusive
Economic Zone of 3.4 million square miles, the United States manages one of the largest marine areas of any nation in the world.
While an increasing range of uses will allow coastal communities to create diverse ocean-based economies, care must be taken to
ensure continued access to coastal areas and sustained ecosystems services.
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The complex interdependence of ecosystems and economies will grow with increasing uses of land, marine, and coastal resources,
generating economic and environmental pressures that bear particularly heavily on the Nation's coastal communities. Maritime-
dependent economies will expand in all Exclusive Economic Zone areas and coastal economies will be highly dependent on safe and
efficient transportation of people and goods.

At the same time, these ecosystems will be increasingly vulnerable to environmental disruptions, such as harmful algal blooms, that
can weaken coastal economies and communities by killing fish and closing beaches. Shifting patterns in weather and climate will
result in coastal communities, urban centers, and economic sectors relying more heavily upon geospatial and other environmental
information. The Nation's profound need for alternative energy solutions will result in more competition for land and ocean resources,
adding additional challenges to sustaining environmentally and economically sustainable coastal and Great Lakes communities.

No single region better exemplifies the complex interdependence of communities and changing climate and ecosystem conditions than
the Arctic. There is evidence of widespread, dramatic change in the Arctic region, with local to global implications. National security
concerns are increasing as reductions in sea-ice bring opportunities for economic development and increased access to Arctic
resources. The breadth and complexity of the cultural, societal, economic, and environmental impacts within this region requires a
concerted, systematic, and rapid effort with partners from local to international levels.

NOAA works with its partners to achieve a balance between the use and protection of these resources to ensure their sustainability,
health, and vitality for the benefit of this and future generations and their optimal contribution to the Nation's economy and society.
Marine planning is a comprehensive management approach that is designed to support sustainable uses and ensure healthy and
resilient ocean and coastal ecosystems. In some areas, NOAA and its partners collaboratively protect and manage critical coastal
and ocean ecosystems. The National Ocean Service worked with states and localities to ensure accurate shoreline data for efficient
debris cleanup.

NOAA will invigorate coastal communities and economies and lead to increased resiliency and productivity. Comprehensive planning
will address competing uses to protect coastal communities and resources from the impacts of hazards and land-based pollution on
vulnerable ecosystems, as well as to improve water quality and foster integrated management for sustainable uses. Geospatial services
will support communities, navigation, and economic efficiency with accurate, useful characterizations, charts and maps, assessments,
tools, and methods. Coastal decisionmakers will have the capacity to adaptively manage coastal communities and ecosystems with
best available natural and social science. Enabling this goal are strong collaborative partnerships with regional, state, and local private
and public entities that have responsibilities and interests in managing coastal communities and ecosystems. Close collaboration
across goals will ensure success in meeting NOAA's strategic priorities.

NOAA's Marine Transportation System (MTS) spans ports and inland waterways across U.S. coastal waters and oceans to support
commerce, recreation, and national security. MTS supports the Nation's economy, with more than 78 percent by weight and 95 percent
by volume of U.S. overseas trade carried by ship. By 2020, the value of domestic maritime freight is forecasted to nearly double.
MTS is increasingly vulnerable to natural and human-caused disruptions, potentially impacting the viability of the economy. Increased
maritime activity can stress sensitive marine and freshwater environments and increase the risk of maritime accidents. Improving the
reliability and resilience of MTS will decrease risks to the economy and the environment.

FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT Uk



PERFORMANCE SECTION o THEME 3

ACHIEVEMENTS
NOAA Responds to Changing Conditions in Alaska and the Arctic

As sea ice continues to disappear at a rapid rate, vessel traffic in the Arctic has begun to rise. This is leading to new maritime concerns,
especially in areas increasingly transited by the offshore oil and gas industry, cruise liners, military craft, tugs and barges, and fishing
vessels. Keeping all of this new ocean traffic moving smoothly is important to the U.S. economy, environment, and national security.
In 2012, NOAA released a new nautical chart for Kotzebue Harbor and Approaches, addressing a pressing need for the Arctic regional
transportation hub in Northwest Alaska. The new chart’s accurate and precise depth measurements (previously charted in the 1800s)
will make ocean-going vessel traffic more efficient through Northwest Alaska.

NOAA’s Mapping and Charting Data, Products, and Services—Foundation for Applications in United States
and Abroad (e.g., United Kingdom)

NOAA produces, updates, and maintains the Nation's suite of nautical charts, other public and private groups access and repackage
the charts for sale. This year NOAA and the United Kingdom Hydrographic Office signed an agreement to repackage the NOAA charts
and improve the distribution of these charts, especially those vessels that use UK Admiralty series. NOAA's electronic navigational
charts (NOAA ENC®) that cover the approaches to the East Coast now alert mariners when they are approaching Right Whale seasonal
management areas, giving them better information to plan to reduce their speeds or avoid the areas altogether. The ENCs also provide
for an alarm on the ship's electronic chart display and information system as vessels enter the speed zone, further alerting the bridge
watchstander of speed restrictions. NOAA's nautical charts are the backbone of today's modern computer navigation systems, both on
the bridges of the largest commercial vessels and in the wheelhouses of countless boats that line local marinas from coast to coast.
To continue to provide accurate nautical charting information, the FERDINAND R. HASSLER, a state-of-the-art coastal mapping vessel
was recently commissioned. Ocean transportation contributes more than $742 billion to the national economy, and NOAA's effort to
improve efficiencies benefits communities and industries that rely on maritime trade.

Record-Breaking Harmful Algal Bloom Forecasts in Texas and Lake Erie Algae Helps Businesses Prepare
and Mitigate Impacts

Harmful algal bloom (HAB) forecasters at the Center for Operational Oceanographic Products and Services (CO-OPS) issued
a final forecast in mid-February for a HAB that severely impacted the Texas coast and coastal bays over the past five months.
Karenia brevis bloom or “red tide"” may have been the longest lasting and one of the largest, extending from the southern tip of
Texas to Galveston Bay. The Houston Chronicle reported preliminary costs to the Texas shellfish industry alone at $7 million due
to this past season's HAB-related closures. Fortunately, HAB forecasts for Texas were transitioned from a research application,
developed by the National Centers for Coastal Ocean Science, to routine and reliable operations at NOAA's CO-OPS just one year
prior to the onset of this devastating bloom. NOAA and partners announced a new seasonal HAB forecast for Lake Erie during an
event hosted by Ohio State University Sea Grant's Stone Laboratory. The seasonal forecast supplements a weekly, near-real-time
forecast that helps water treatment plant operators know when to use extra carbon filtration to preserve the quality of lakeside
communities’ drinking water.

New Sanctuary Exploration Center in Santa Cruz Expected to Serve 150,000 Visitors a Year
NOAA's Monterey Bay National Marine Sanctuary, the City of Santa Cruz, and the National Marine Sanctuary Foundation opened the

Sanctuary Exploration Center, a state-of-the-art facility full of interpretive and hands-on exhibits highlighting the sanctuary’s extraordinary
natural and cultural resources. More than 150,000 visitors a year are expected. The National Marine Sanctuary Foundation brought in

120 FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT



PERFORMANCE SECTION ¢ THEME 3

over $3 million in private and public monies to fund the exhibits, which include the Exploration Theater, a walk through a kelp forest, an
intertidal interactive display, an open-ocean mini-theater, and a replica deep-sea canyon with a remotely operated vehicle. Just steps
from the ocean, the two-story, 12,387-square foot center located in Santa Cruz's famed beach area, educates visitors as they learn
about NOAA's National Marine Sanctuary system, ocean conservation partners, and the vital role citizens play as ocean stewards.
The Sanctuary Exploration Center also serves as a starting point for visitors to experience other facilities and on-the-water activities.
NOAA and the City of Santa Cruz specified the project to be a model for sustainable, environmentally sensitive design, construction, and
operation. The Sanctuary Exploration Center implemented multiple strategies during the construction process using U.S. Green Building
Council's LEED criteria. The Sanctuary Exploration Center was built with the highest of green standards and is currently pursuing
certification for a Gold rating.

Regional Operational Forecast System Available for the Northern Gulf of Mexico

NOAA's Office of Coast Survey and CO-OPS expanded the suite of operational Nowcast and forecast hydrodynamic models by
unveiling the new Northern Gulf of Mexico Operational Forecast System developed with the NWS's National Centers for Environ-
mental Prediction and the University of Massachusetts-Dartmouth. The system is NOAA's first regional ocean model, encom-
passing the shelf and coastal areas from Pensacola, FL to Corpus Christi, TX. These forecasts support mariners, port managers, and
emergency response teams with present and future conditions of water levels, currents, wind, temperature, and salinity. The model
includes spatial animations and time series for each parameter at nearly 100 stations across the entire Northern Gulf of Mexico region.
NOAA's new Gulf of Mexico Disaster Response Center creates an unprecedented regional presence and expands federal capacity to
plan for and respond to hazards in the Gulf of Mexico. In addition to the Office of Response and Restoration, the Disaster Response
Center will house staff from the Office of Coast Survey, National Marine Fisheries Service, and NWS. The Disaster Response Center
not only includes offices, a training room, and conference rooms, but also a large multifunction space which can be used for large
trainings, meetings, emergency response operations, and drills. Training curriculum is being designed to expand the cadre of NOAA
responders in the region and build a broader trained and educated response partnership across NOAA.

Coral Reef Program Collaborates on Monitoring, Mapping, and Education Efforts

In 2012, NOAA's Coral Program addressed climate-related risks to coral reefs by establishing ocean acidification monitoring equipment
in one-third of the six Coral Triangle countries to support the U.S. Agency for International Development's U.S. Coral Triangle Initiative.
In addition, the program advanced near-real-time satellite monitoring of ocean temperatures to provide higher spatial resolution
products to more accurately predict mass coral bleaching events and monitor thermal stress at scales specific to coral reefs. To further
support marine protected area management capacity and address/reduce impacts of land based sources of pollution, NOAA's Coral
Program responded to a request from Puerto Rico's Coastal Zone Management Program and partnered with the Caribbean Fisheries
Management Council, the U.S. Coast Guard, and academia to map Puerto Rico's Northeast Great Reserve, a recently established
marine protected area. The program also launched NOAA Reef Smart in Puerto Rico, an education initiative designed to engage
students, stakeholders, and policymakers and increase their awareness of NOAA's coral reef ecosystem research. The Reef Smart
initiative also helped foster discussions about ways NOAA's existing technology, data, and expertise can be leveraged to support the
needs of local managers in coral reef priority areas.

Historic 19th Century Shipwreck Discovered in Northern Gulf of Mexico

During a 2012 expedition in the Gulf of Mexico, NOAA Research, Department of Interior's Bureau of Ocean Energy Management,
and partners discovered a historic wooden-hulled vessel which likely sank at least 200 years ago. Scientists on NOAA's OKEANOS
EXPLORER ship used underwater robots with lights and high definition cameras to view remnants of the wreck: anchors, navigational
instruments, glass bottles, ceramic plates, cannons, and boxes of muskets. Equipped with telepresence technology, OKEANOS
EXPLORER reached audiences around the world who participated in the expedition through live streaming Internet video.
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High Frequency Radar Efforts Advance Globally and Technically

The Group on Earth Observations recently launched an effort to develop a global High Frequency Radar (HFR) network, with short and
long-term deliverables. HFR systems measure surface current speed and direction in near real time to benefit search and rescue,
oil spill response, harmful algal bloom monitoring, water quality assessments, ecosystem assessments, and fisheries management.
Long-term goals of the global effort include: make HFR data available in a single, standardized format in near real time; develop a
worldwide quality assurance and control standard; develop easy-to-use standard products; assure HFR data assimilation in ocean and
ecosystem modeling; and develop emerging uses of HFR in the areas of ecosystem, tsunami, and climate.

NOAA-Funded Researchers Find Caffeine in Pacific Northwest Coastal Waters

A July 2012 NOAA-funded study reveals that traces of caffeine in Pacific Northwest waters point to septic tanks and sewer overflows
as likely source. Results of the study, funded in part by Oregon Sea Grant and NOAA, were published in the Marine Pollution Bulletin.
This research, the first to look at caffeine contamination off the Oregon coast, found elevated levels of caffeine at several sites in Pacific
Ocean waters off the coast of Oregon—though not necessarily where researchers expected. The study found high caffeine levels
near Carl Washburne State Park in Florence, and at Cape Lookout—two areas not near the potential pollution sources. Meanwhile,
the researchers also measured low levels of caffeine near large population centers like Astoria/MWarrenton and Coos Bay. They also
found that caffeine levels spiked following a late-season storm of wind and rain that triggered sewer overflows. The results suggest
that wastewater treatment plants are effective at removing caffeine, but that high rainfall and combined sewer overflows flush the
contaminants out to sea. The results also suggest that septic tanks, such as those used at the state parks, may be less effective at
containing pollution.
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SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (NOAA) TARGET ACTUAL STATUS

Annual number of coastal, marine, and Great Lakes ecological

characterizations that meet management needs o
Cumulative number of coastal, marine, and Great Lakes issue-based 55
forecasting capabilities developed and used for management

Percentage of tools, technologies, and information services that are used by 889%
NOAA partners/customers to improve ecosystem-based management

Annual number of coastal, marine, and Great Lakes habitat acres acquired 69,550

or designated for long-term protection

Percentage of U.S. coastal states and territories demonstrating 20% or
more annual improvement in resilience capacity to weather and climate 34%
hazards (%/year)

Hydrographic survey backlog within navigationally significant areas (square

. . 2,200
nautical miles surveyed per year)

Percent of U.S. and territories enabled to benefit from a new national

. . . . 20.0%
vertical reference system for improved inundation management

51

58

88%

8,694,070

46%

2,947

23.9%

THEME 3

Exceeded

Exceeded

T Acres acquired or designated was exceeded due to the expansion of the Fagatele Bay National Marine Sanctuary in American Samoa to include

five additional discrete sites. A total of 8,691,840 acres make up the sanctuary expansion.

THEME 3 PROGRAM EVALUATIONS

The following program evaluations were conducted on programs related to this theme in FY 2012.

BUREAU m NAME OF EVALUATION DATE WEB SITE

Endangered Sea Turtles: Better Coordi- 1/2012 WWW.gao.gov

nation, Data Collection, and Planning
Could Improve Federal Protection and
Recovery Efforts
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THEMES, STRATEGIC GOALS, AND OBJECTIVES

THEME 4: CUSTOMER SERVICE
Strategic Goal: Create a culture of outstanding communication and services to our internal and external customers

Objective 19 Provide streamlined services and a single point of contact assistance to customers, improving
interaction and communication through CommerceConnect, partnerships, and other means of
stakeholder involvement (DM)

Objective 20 Promote information access and transparency through the use of technology, fuller understanding
of customer requirements, and new data products and services that add value for customers (DM)

Objective 21 Provide a high level of customer service to our internal and external customers through effective
and efficient functions implemented by empowered employees (DM)

Strategic Goal: Create a high-performing organization with integrated, efficient, and effective service delivery

Objective 22 Strengthen financial and non-financial internal controls to maximize program efficiency, ensure
compliance with statutes and regulations, and prevent waste, fraud, and abuse of government
resources (DM, OIG)

Objective 23 Re-engineer key business processes to increase efficiencies, manage risk, and strengthen
effectiveness (DM)

Objective 24 Create an IT enterprise architecture that supports mission-critical business and programmatic
requirements, including effective management of cyber security threats (DM)

Strategic Goal: Develop and support a diverse, highly qualified workforce with the right skills in the right jobs
to carry out the Department’s mission

Objective 25 Recruit, grow, develop, and retain a high-performing, diverse workforce with the critical skills
necessary for mission success, including the next generation of scientists and engineers (DM)

Objective 26 Create an optimally-led Department by focusing on leadership development, accountability, and
succession planning (DM)

Objective 27 Provide an environment that empowers employees and creates a productive and safe
workforce (DM)
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MANAGEMENT THEMES (THEMES 4, 5, AND 6)

elow is a summary of the following three management themes: Customer Service, Organizational Excellence, and Workforce
Excellence. After this summary are individual sections for each of the themes.

MANAGEMENT THEMES TOTAL RESOURCES

Funding Levels FTE' Resources
(Dollars in Millions)
£l 334
302 297 . 297
$94.1
$80.9 5.2 S35
$72.2 $67.6
2007 2008 2009 2010 2011 2012
2007 2008 2009 2010 2011 2012 Fiscal Year
Fiscal Year 'FTE—Full-Time Equivalent
As U.S. society becomes increasingly oriented toward using MANAGEMENT THEMES
electronic means of communication and information dissemi- STATUS OF CURRENT MEASURES

nation, federal agencies must ensure that they continue to
be as responsive as possible to the needs of the public, the
private sector, other levels of government, and other federal
agencies.

Departmental Management (DM) must promote leading-edge
technologies, collaboration, and technology transformation
across the Department, ensuring alignment with mission
requirements, goals, and objectives in order to deploy and
maintain systems able to perform at the highest levels.

Achieving organizational and management excellence is a goal

that requires extensive interaction and coordination among | B improving [ Stable [ Declining New Measure |
entities throughout the Department. DM—consisting of the
Offices of the Secretary, Deputy Secretary, Chief Financial

| Improving, stable, or declining measures have at least three years of data. |
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Officer (CFO) and Assistant Secretary for Administration (ASA), Chief Information Officer (CIO), and General Counsel—provides
the policies and guidelines that support the management infrastructure the Department needs to carry out its mission.

The Department must have the capacity to do business with the public and its partner agencies, as both a more than $8 billion
worldwide enterprise, and an integrated set of individual programs. This requires that it identify, adopt, and maintain business
practices essential to successful operations; use its resources wisely; and effectively implement the laws that affect it.
In order to ensure the accomplishment of its mission, the Department has developed and put into place policies and programs
designed to enable the successful operation of its units, the effective and efficient use of both material and human resources,
and the implementation of laws and regulations that govern the use of those resources.
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THEME 4: CUSTOMER SERVICE

STRATEGIC (GOAL: cCreate a culture of outstanding communication and services to our internal
and external customers

CUSTOMER SERVICE TOTAL RESOURCES

Funding Levels

1,2
(Dollars in Millions) FTE Resources

N/A N/A N/A N/A N/A N/A
2007 2008 2009 2010 2011 2012
2007 2008 2009 2010 2011 2012 Fiscal Year

'FTE—Full-Time Equivalent
2DM and 0IG FTEs are shown in Theme 5, Organizational Excellence.

Fiscal Year

T his strategic goal is comprised of the following three objectives which contribute to the Secretary’s theme of Customer Service
and all of which are associated with DM.

OBJECTIVE 19

Provide streamlined services and a single point of contact assistance to customers, improving interaction and

communication through CommerceConnect, partnerships, and other means of stakeholder involvement (DM)

OBJECTIVE 20

Promote information access and transparency through the use of technology, fuller understanding of customer

requirements, and new data products and services that add value for customers (DM)

OBJECTIVE 21

Provide a high level of customer service to our internal and external customers through effective

and efficient functions implemented by empowered employees (DM)

The following public benefits, achievements, and performance results are associated with each objective.
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PUBLIC BENEFITS

hrough its CommerceConnect initiative, the Department provided a one-stop approach to expose businesses to the array of

programs, services, and data available from the federal government. CommmerceConnect teamed up with partner bureaus,
and other federal and local agencies to develop and improve the delivery of programs that met business needs, and identified
existing programs to better target areas of business needs.

CommerceConnect acted as a one-stop touch point for the entire Department by matching businesses and referring them to the
Department’s more than 70 programs, services, and resources. The goal was simple: help emerging entrepreneurs and established
companies around the country overcome challenges, exploit opportunities, and connect to the right resources to advance their
objectives.

The Department initiated CommerceConnect to transform government and breakdown bureaucratic silos. The initiative fostered
customer service to U.S. business enterprises and interagency collaboration. CommerceConnect provided assistance to U.S.
businesses through a Web-based portal, call center, stand alone field office, and bureau field offices. The assistance portals were
fully integrated with a customer relationship management system to track customer service and performance metrics, respecting
business privacy.

ACHIEVEMENTS

On October 28, 2011, the President issued a memorandum entitled, “Making it Easier for America’s Small Businesses and America's
Exporters to Access Government Services to Help Them Grow and Hire” and directed the adoption of a “No Wrong Door” policy that
uses technology to quickly connect businesses to the services and information relevant to them, regardless of which agency’s Web
site, call center, or office they go to for help. The President directed the U.S. Department of Commerce and the U.S. Small Business
Administration to lead this federal-wide initiative. CommerceConnect was selected as the Department'’s lead unit to oversee the imple-
mentation, development, and operations of BusinessUSA. CommerceConnect maintained limited operations through FY 2012 and
transitioned to become BusinessUSA and oversaw the Program Management Office. The transition began in December 2011 and was
completed by the end of the fiscal year.

BusinessUSA expanded the Department's customer service initiative. BusinessUSA streamlined access to enterprise assistance
resources across the entire federal government by launching a new online platform, Business.USA.gov, to help small businesses and
exporters of all sizes find information about available federal programs without having to waste time and resources navigating the
federal bureaucracy.

The Business.USA.gov Web site was created with the customer in mind. BusinessUSA reached out to businesses and sought input
as to what they would like to see from a Web site when it comes to finding federal government resources. Their feedback led to the
creation of dynamic functionality in the Business.USA.gov Web site including: robust search engines, five content category “swim”
lanes, dynamic content sorting and filtering, direct contact information for program resources, related resources, discoverable events,
state and local resources, and more.

BusinessUSA combined information and services from 10 different government agencies through one consolidated Web site.
It greatly enhanced the Department's capability to promote more resources to customers. It also multiplied the number of business-
related resources to nearly 1,000 federal-wide, state and local resources by the end of FY 2012. In addition, over 100 success stories
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were captured online and nearly 4,000 local business events were captured and promoted via Business.USA.gov. Although the
BusinessUSA Web site was officially launched on February 17, 2012, it had over 1.5 million pages viewed, with nearly 560 thousand
unique visitors, and recorded an average use time of nearly 6.5 minutes on the site.

CommerceConnect also transitioned its former call center operations to a new BusinessUSA Contact Center at 1-800-FED-INFO.
The new contact center is designed to compliment BusinessUSA and support caller questions and emails received. The new contact
center will also implement a phased approach to conducting “warm hand-offs” between the contact center and partner agencies
beginning in FY 2013.

The Department's participation in BusinessUSA helped improve information sharing to promote open and transparent access to
information generated by the Department and bureaus. The Department fostered a culture of information sharing to promote
outstanding customer service by using new tools, such as social media to provide timely information sharing; providing single point
of contact assistance to customers; and promoting access to information that meets Department customers' needs.

® Develop the use of new tools, such as social media, to provide timely information sharing both inside and outside of the
Department and bureaus. This may be achieved through integration of these tools into existing information dissemination
processes.

@ Provide single point of contact assistance to customers. This is achieved by understanding customer requirements, communi-
cating clearly with Department customers, and following up with partners and customers to ensure that customers get the level
of service they expect.

® Promote information access. This is achieved by understanding customer requirements, and then applying existing technology as
well as creating new data products and services to meet customer requirements.

In addition to developing a culture of information sharing and a single point of access for customers, the Department used its open
government initiative to improve transparency, collaboration, and cooperation with the public and across all levels of government.

In seeking to develop a culture which emphasizes outstanding customer service, a variety of strategies were developed and
measured using a strategic planning and management system known as the Balanced Scorecard. The Department-wide strategies
included the following:

® Provide integrated services and single point of contact assistance to customers. This may be achieved through enhanced stake-
holder involvement, by means of improved interaction and communication using techniques such as partnerships and branding (see
Objective 19).

® Promote information access. This may be achieved by establishing an understanding of customer requirements, and then applying
existing technology as well as creating new data products and services to deliver added value to customers (see Objective 20).

@ Establish the Department’s open government initiative to improve transparency, collaboration, and cooperation with the public and
across all levels of government (see Objective 20).

® Implement BusinessUSA (formerly CommerceConnect) to provide businesses and entrepreneurs with a single source for economic,
technology, trade, and statistical information (see Objective 19).

® Re-engineer key business processes in accordance with the President's Government-wide Hiring Reform Initiative to increase
efficiencies and strengthen effectiveness (see Objective 25).

® Improve risk management and reduce Department exposure to high-risk contracts (see Objective 23).
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SUMMARY OF PERFORMANCE

The following three measures apply to Objectives 19, 20, and 21.

PERFORMANCE MEASURE (DM) TARGET ACTUAL STATUS

Number of referrals made 1,100
Number of companies engaged - field operations 400 401
Number of existing Commerce field locations 30 19

CommerceConnect reports partial accomplishment of its annual performance goals due to a strategic shift in priorities and objectives
that occurred during FY 2012. CommerceConnect was identified as the Department’s lead unit to oversee the implementation,
development, and operations of BusinessUSA, a new federal-wide initiative.

CommerceConnect began BusinessUSA work assignments on October 28, 2011. It supported itself and BusinessUSA throughout
FY 2012 while executing a progressive shift in work priorities, resulting in a full transition by end of FY 2012. During the transition, staff
continued to serve customers through a new virtual platform at business.usa.gov.

The original performance measures were determined to be insufficient and were no longer tracked prior to mid-year. Subsequently, the
development of new performance measures were initiated and completed by the end of FY 2012.

The table above represents substantive, yet partial year performance achievements for CommerceConnect including:

® 63 percent of goal accomplished for Number of Referrals Made;
® 100 percent of goal accomplished for Number of Companies Engaged - Field Operations; and,

® 63 percent of goal accomplished for Number of Existing Commerce Field Locations.
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FY 2012 MISSED TARGETS

m NUMBER OF REFERRALS MADE (DM)

Strategic transition from CommerceConnect to BusinessUSA occurred during FY 2012. New BusinessUSA

Explanation . e .
performance measures were developed and identified for release in FY 2013.

New performance measures and targets established for BusinessUSA and will be reported for FY 2013 and
beyond.

W NUMBER OF COMPANIES ENGAGED — FIELD OPERATIONS (DM)

Strategic transition from CommerceConnect to BusinessUSA occurred during FY 2012. New BusinessUSA
performance measures were developed and identified for release in FY 2013.

Action

Explanation

New performance measures and targets established for BusinessUSA and will be reported for FY 2013 and
beyond.

m NUMBER OF EXISTING COMMERCE FIELD LOCATIONS (DM)

Strategic transition from CommerceConnect to BusinessUSA occurred during FY 2012. New BusinessUSA
performance measures were developed and identified for release in FY 2013.

Action

Explanation

New performance measures and targets established for BusinessUSA and will be reported for FY 2013 and

Acti
ction beyond.
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THEME 5: ORGANIZATIONAL EXCELLENCE

STRATEGIC (GOAL: create a high-performing organization with integrated, efficient,

and effective service delivery

ORGANIZATIONAL EXCELLENCE TOTAL RESOURCES

Funding Levels
(Dollars in Millions)

FTE' Resources

$81.7

2007 2008 2009 2010
Fiscal Year

$76.4

201

2012

302 297

2007 2008

349

278

2009 2010
Fiscal Year

333

2011

297

2012

'FTE—Full-Time Equivalent

his theme is comprised of three objectives which contribute to the Secretary’s theme of Organizational Excellence.

The following public benefits, achievements, and performance results are associated with each objective.

OBJECTIVE 22

Strengthen financial and non-financial internal controls to maximize program efficiency,
ensure compliance with statutes and regulations, and prevent waste, fraud,

and abuse of government resources (DM, OIG)

D M strengthens financial and non-financial internal controls within the Department by conducting the Office of Management
and Budget (OMB) Circular A-123 financial internal controls assessments annually, performing non-financial management
internal controls reviews on selected sensitive programs, overseeing the development of corrective action plans to address any
identified weakness, and continuously monitoring the progress made on corrective actions.

The Office of Inspector General (OIG) improves Departmental programs and operations through independent and objective oversight
and detects and deters fraud, waste, and mismanagement. As required by statute, the OIG's annual Top Management Challenges
report presents the Secretary with an objective analysis of the major issues and areas of greatest program risk facing the Department.
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As part of its mission, the OIG keeps Departmental decisionmakers and Congressional stakeholders informed of longstanding as well
as emerging problems identified through its audits and investigations so that timely corrective action can be taken. In addition to areas
identified in its Top Management Challenges report, the OIG performs audits required by law (such as the Federal Information Security
Management Act of 2002 (FISMA)); of interest to Congress, the Secretary, or the current Administration; and/or based on significant
issues uncovered during a previous review or when a program or office is determined to be higher risk. OIG criminal, civil, and adminis-
trative investigations continue to disclose instances of misconduct by employees, contractors, and grantees that threaten the integrity
of the Department’s programs and operations.

ACHIEVEMENTS

In FY 2012, OIG issued 30 audit and evaluation reports addressing programs overseen by the Economics and Statistics Adminis-
tration (ESA), International Trade Administration (ITA), National Institute of Standards and Technology (NIST), National Oceanic and
Atmospheric Administration (NOAA), National Telecommunications and Information Administration (NTIA), U.S. Patent and Trademark
Office (USPTO), and the Department itself. Many of its products addressed issues identified in the Top Management Challenges
report: cost reductions and operations improvements, oversight of resources for long-term benefits, Department-wide information
security, and acquisitions and contracting. Among the areas that underwent OIG scrutiny were USPTQ's backlog of ex parte appeals,
NTIA's American Recovery and Reinvestment Act-funded Broadband Technology Opportunities Program, compliance with improper
payment requirements, FISMA and Web security management audits, managing risks in the acquisition and development of the next
generation of environmental satellites, and the Department’s Acquisition Human Capital Plan and its Office of Acquisition Management.

During FY 2012, the OIG examined 374 audit reports prepared by independent public accountants and local, state, and other federal
auditors for recipients of grants from multiple bureaus. The OIG identified $2.9 million in the federal share of questioned costs and
$229,000 in funds to be put to better use from these audit reports.

Most significant was the $112.6 million in financial benefits identified by OIG audit and evaluation recommendations, which far
surpassed this year's target of $30 million. The OIG's review of NOAA's cost-plus-award-fee and award-term processes accounted
for $104.7 million of this amount. Going forward, Department bureaus will be able to increase efficiency and effectiveness by imple-
menting action plans that respond to OIG's findings and recommendations.

On the investigative front, the OIG participated in criminal and civil cases that resulted in financial recoveries to the government totaling
more than $63.2 million. Additionally, the OIG conducted investigations that resulted in numerous judicial and administrative actions.
Among these successes were the guilty pleas from two NOAA grant recipients for theft, the indictment of an NTIA grant recipient
for fraud and theft, a guilty plea from a Georgia resident who assaulted a Census enumerator, and a 23-year prison sentence given
to a former Census Bureau employee for attempted murder. The OIG also issued multiple investigative reports with findings and
recommendations resulting in programmatic and policy changes at NOAA, NIST, and Department management. Also, the Inspector
General issued a letter, co-signed by the Census Bureau Director, to all law enforcement agencies nationwide noting the risk of physical
harm faced by Census workers and encouraging investigation and prosecution of reported assaults on Census employees.

Department-related hotline complaints increased significantly in FY 2012, and the OIG developed several initiatives to improve
complaint handling and to provide guidance and assistance to bureaus conducting fact-finding inquiries in response to OIG complaint
referrals. These efforts have helped to increase awareness in the Department regarding the role of the OIG, and its commitment to
whistleblower protection.
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SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE TARGET ACTUAL STATUS

® Eliminate any

Provide accurate and timely financial information and
conform to federal standards, laws, and regulations
governing accounting and financial management
(DM)

Effectively use commercial services management
(DM)

Percent of OIG recommendations accepted by
Departmental and bureau management (OIG)

Dollar value of financial benefits identified by the OIG
(QIG)

Percent of criminal and civil matters that are
accepted for prosecution (OIG)

1 Estimate.

136 Fy

2012

significant deficiency
within 1 year of
determination that
there is a significant
deficiency

Complete FY 2012
A-123 assessment of
internal controls

Increase use of
competition by

2% measured by
procurement dollars
awarded

Decrease procurement
dollars awarded on
cost-reimbursement,
time and materials, and
labor hour contracts by
10%

95%

$39.0M

75%

PERFORMANCE

AND

Did not eliminate
significant deficiency
Completed A-123
assessment

1% increase
16% decrease

90%'

$175.8M

40%

ACCOUNTABILITY

Slightly Below

Slightly Below

Exceeded

REPORT
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FY 2012 MISSED TARGETS

PROVIDE ACCURATE AND TIMELY FINANCIAL INFORMATION AND CONFORM TO FEDERAL STANDARDS, LAWS, AND
REGULATIONS GOVERNING ACCOUNTING AND FINANCIAL MANAGEMENT (DM)

This measure was partially met since the Department had completed FY 2012 A-123 Assessment of Internal
Controls, but did not eliminate the significant deficiency finding related to NOAA Satellite Programs. As a result

Explanation  of delays encountered by NOAA for the corrective actions as planned and identification of new findings related
to the satellite programs, this significant deficiency has been elevated to a material weakness in the FY 2012
Financial Statements Audit.

Discussions are in progress both at the Departmental and bureau level to ensure additional corrective actions and
Action monitoring needed to properly address the areas of findings. The Department will continue its effort to eliminate
repeat findings in FY 20183.

| MEASURE | EFFECTIVELY USE COMMERCIAL SERVICES MANAGEMENT (D)

Actual increase of one percent. Reason target was missed: there were some large dollar procurements that did

Explanation "
not lend themselves to competitive procedures..

Action None.

m PERCENT OF 0IG RECOMMENDATIONS ACCEPTED BY DEPARTMENTAL AND BUREAU MANAGEMENT (0IG)

Explanation ~ The performance target was set at an approximate target level, and the deviation from that level is slight.

Action None.

m PERCENT OF CRIMINAL AND CIVIL MATTERS THAT ARE ACCEPTED FOR PROSECUTION (0IG)

The Inspector General Act of 1978 states, “each Inspector General shall report expeditiously to the Attorney
General whenever the Inspector General has reasonable grounds to believe there has been a violation of Federal
criminal law.” This means the OIG is required to refer matters even when our experience leads us to believe the
matter will not be accepted for prosecution. Department of Justice (DOJ) acceptance depends on considerations,
including individual U.S. Attorney's Office prosecutive priorities, monetary thresholds, and workload, in addition
to other factors such as availability and appropriateness of administrative remedies.

Explanation

Notwithstanding DOJ acceptance considerations, improvement in case selection and management—with
Action emphasis on developing grant and contract cases viable for criminal and civil prosecution—should enable
future target attainment.

HISTORICAL TRENDS

The OIG will continue to work to meet targets and address shortfalls identified in FY 2012.
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OBJECTIVE 23

Re-engineer key business processes to increase efficiencies, manage risk, and strengthen effectiveness (DM)

PUBLIC BENEFITS

s U.S. society becomes increasingly oriented toward using electronic means of communication and information dissemination,

federal agencies must ensure that they continue to be as responsive as possible to the needs of the public, the private sector,
other levels of government, and other federal agencies. DM must promote leading-edge technologies, collaboration, and technology
transformation across the Department, ensuring alignment with mission requirements, goals, and objectives in order to deploy and
maintain systems able to perform at the highest levels.

ACHIEVEMENTS

As U.S. society becomes increasingly oriented toward using electronic means of communication and information dissemination, federal
agencies must ensure that they continue to be as responsive as possible to the needs of the public, the private sector, other levels of
government, and other federal agencies. DM must promote leading-edge technologies, collaboration, and technology transformation
across the Department, ensuring alignment with mission requirements, goals, and objectives in order to deploy and maintain systems
able to perform at the highest levels.

Acquisition is one of the key areas in terms of re-engineering key business processes. The Office of Acquisition Management achieved
the following results in FY 2012:

@ Established a Procurement Performance Excellence Office to sustain existing strategic sourcing cost reduction savings and
implement new initiatives to drive additional efficiencies;

® Developed a Scalable Acquisition Project Management Framework to serve as the infrastructure to an integrated acquisition
project management system to institute a systematic approach to overseeing and managing acquisitions; and

® Increased the focus on acquisition planning in order to maximize competition and create more effective acquisition strategies.
SUMMARY OF PERFORMANCE

The Department uses the following measure to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (DM) TARGET ACTUAL STATUS

Obligate funds through performance-based contracting
(% of eligible service contracting $)

50% 45%
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FY 2012 MISSED TARGETS

| MEASURE | OBLIGATE FUNDS THROUGH PERFORMANCE-BASED CONTRACTING (% OF ELIGIBLE SERVICE CONTRACTING $) (DM)

Not all requirements lend themselves to performance-based contracting. Successful implementation of
performance-based contracting requires a behavioral management approach. Due to staffing shortages, resources

Explanation . : . . . . .
& have not been available to assist bureaus and program offices with a better understanding and implementation
of performance-based contracting.
Action Implementation of the Acquisition Project Management Framework will be used to help identify requirements

suitable for performance-based contracting.

HISTORICAL TRENDS

DM has consistently missed this target due to the reasons noted in the explanation above.

OBJECTIVE 24

Create an IT enterprise architecture that supports mission-critical business and programmatic
requirements, including effective management of cyber security threats (DM)

PUBLIC BENEFITS

he benefits of this objective are both internal and external. By having a strong information technology (IT) enterprise archi-

tecture, the Department ensures the security of information both within its own structure and with outside stakeholders.
The priorities driving the achievement of this objective are to (1) improve the effectiveness of IT investments and resources across
the Department, (2) strengthen cyber security through an increased use of security technologies, and (3) increase collaboration
across bureaus using the Department CIO community.

The Department IT Enterprise Architecture has a federated structure. This allows the various bureaus the flexibility they need to meet
their mission-specific goals while at the same time providing an overarching structure to meet Department-wide program needs, and
to encourage deploying and using IT resources more effectively wherever possible.

The goals of the Enterprise Architecture are to:

@ Foster the development and use of IT architectural standards based on established best practices;

Assist in identifying applications and systems that can be deployed with new technology solutions;

Identify technologies and services that can be purchased and/or deployed Department-wide to reduce costs;

Increase the use of automated continuous monitoring tools; and

Provide tools and analysis to capital planners and acquisitions staff to channel purchases in the direction established by
the CIO Council.
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Taking a phased approach, initially the larger bureaus are looking at optimization and consolidation across geographically distributed
organizations, while smaller co-located bureaus are prompted to work collaboratively. Subsequently, such efforts can be expanded to
optimize more broadly the activities, operations, and investments of the Department as a whole.

ACHIEVEMENTS
Significant IT Security accomplishments in FY 2012 include:

® OCIO Balanced Scorecard and IT Security Performance Measures

m Developed and measured metrics quarterly in the Office of the CIO (OCIO) Balanced Scorecard, including plan of action and
milestones (POA&M) management, Internal Control Reviews, IT Security Workforce, Cyberscope and general vulnerability scans,
Continuous Monitoring, and Enterprise Initiatives. Implemented and tracked progress on “Top 3" security controls; configuration,
vulnerability, and patch management; and monitored progress on additional controls selected by operating units.

@ Enterprise Initiatives

m Implemented Managed Trusted Internet Protocol Service (MTIPS) to support the operating units within the Herbert C. Hoover
Building (HCHB) in accordance with OMB's Trusted Internet Connection (TIC) initiative. Twelve of the 14 Department operating
units will be in compliance with OMB's TIC initiative by the end of the 2012 calendar year.

m Issued request for proposals and set milestones for Enterprise Cybersecurity Monitoring and Operations (ECMO) for continuous
monitoring of security-related information across the Department. At least half of the operating units should complete installation
by the end of 2012.

m Commenced the Department of Homeland Security (DHS) Cyber Hygiene initiative to assess the “health” of Department
unclassified systems reachable via the Internet on a recurring basis. Cyber Hygiene activities consist of network mapping,
vulnerability scanning, and configuration review of common services (e.g., Domain Name System (DNS)) for errors or deviations
from accepted best practice.

m Continued implementation of the Personal Identity Verification (PIV) pilot program to deliver PIV multifactor logical access authen-
tication to all Office of Secretary users.
@ IT Security Policy

m Issued Department policies for Vulnerability Scanning and Patch Management, Security Configuration Checklist Program, POA&M
Management, Risk Management Framework, and Safeguarding Information while on Foreign Travel. Also issued FAQ guidance
on Commerce Interim Technical Requirements (CITR) implementation.

m Issued Department-wide guidance for the secure implementation, use, and management of mobile technology.

® Compliance
m Remediated a significant deficiency in the FY 2011 Federal Financial Management Improvement Act (FFMIA) IT Audit.

m Focused efforts on Economic Development Administration (EDA) compliance and configuration management assessments to
assist in recovery and reconstitution of EDA IT security infrastructure.
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Completed 29 IT security assessments, exceeding FY 2012 target of 24 assessments.

Conducted IT security compliance checks of all Department operating units and in-depth Internal Control Review meetings with
five selected operating units as part of the Department’s IT internal control review program.

Engaged two independent assessments of the Office of the Secretary including one performed by the National Security
Administration and another provided by DHS.

Continued to hold monthly IT Audit Working Group meetings to address remediation of FY 2011 FFMIA IT findings in a timely
manner.

Migrated the Cyber Security Assessment and Management (CSAM) application from Department environment to DOJ Cloud
environment.

Performed monthly reviews of selected Department IT investments and provided IT security program compliance ratings.

Launched monthly DHS Cyberscope data feeds in October 2011. Developed Department dashboards for tracking and monitoring
of vulnerability data.

® Shared Services

m As an effort to increase efficiency and improve cyber security posture, the OCIO launched the HCHB Security Shared Services

initiative, including formation of working group that meets weekly. Created charter and developed action plans to implement
shared services by first quarter FY 2013. The focus areas include common controls, IT security training, IT security assess-
ments, and configuration management.

@ [T Security Training

FY

m Trained Authorizing Officials and System Owners throughout the Department with quarterly workshops.

m Launched tracking of Department’s compliance with role-based training policy for employees with significant IT security roles

and responsibilities.

m Developed training and Webinars to assist in training employees for implementation of revised Department FISMA reporting tool.

2012 PERFORMANCE AND ACCOUNTABILITY REPORT 141



PERFORMANCE SECTION e THEMES 4, 5, AND 6

SUMMARY OF PERFORMANCE

The Department uses the following measure to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (DM) TARGET ACTUAL STATUS

® 75% of major investments have

Improve the management
of information technology
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® [T investments have cost/schedule
overruns and performance shortfalls
averaging less than 10%

® Perform IT security compliance
review of all operating units, and
10 FISMA systems in CSAM

@ Increase security training
completion rate to 80% for
privileged users (role-based)

® Deploy 80% of the required NCSD
3-10 communications capabilities.
Expand cyber intelligence
communications channel to all
operating unit Computer Incident
Response Teams.

cost/schedule overruns and
performance shortfalls averaging
less than 10%

Completed 29 IT security
assessments. Conducted IT
security compliance checks of all
Department operating units and
in-depth internal control review
meetings with five selected
operating units as part of the
Department’s IT internal control
review program.

Trained Authorizing Officials and
System Owners throughout

the Department with quarterly
workshops. Achieved greater than
85% of required security training
for privileged users (role-based).
The Department is currently at
50%. Required equipment and
systems are installed at the Herbert
C. Hoover Building. Deploying
classified connectivity to all outside
bureau components.

FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT



PERFORMANCE SECTION ¢ THEMES 4, 5, AND 6

THEME 6: WORKFORCE EXCELLENCE

STRATEGIC GOAL: Develop and support a diverse, highly qualified workforce with the right
skills in the right jobs to carry out the Department’s mission

WORKFORCE EXCELLENCE TOTAL RESOURCES

Funding Levels )
(Dollars in Millions) FTE Resources

N/A N/A N/A N/A N/A N/A
2007 2008 2009 2010 2011 2012
2007 2008 2009 2010 2011 2012 Fiscal Year

'FTE—Full-Time Equivalent

Fiscal Year 2DM and 0IG FTEs are shown in Theme 5, Organizational Excellence.

his theme is comprised of three objectives which contribute to the Secretary’s theme of Workforce Excellence. The following
public benefits, achievements, and performance results are associated with each objective.

The Department continues to refine and develop programs to help train and retain a highly qualified workforce and avoid disruption
in the services it provides. Leadership priorities for improvement are based on employee feedback to surveys, various skills assess-
ments, and comprehensive workforce analyses. While performance management systems are effective in rewarding high performers,
more targeted approaches are necessary to close skill gaps in the entire workforce. Learning and development programs are based
on training needs assessments for mission-critical occupations such as meteorologist, statistician, acquisition, engineer, and chemist.

OBJECTIVE 25

Recruit, grow, develop, and retain a high-performing, diverse workforce with the critical skills necessary
for mission success, including the next generation of scientists and engineers (DM)

PUBLIC BENEFITS

he Department implemented the President’s Government-wide Hiring Reform Initiative that became effective November 1,
2010. This initiative streamlined the process and increased the number of applicants who apply for positions thus attracting
applicants in mission-critical occupations. The Department'’s front-end automated hiring system allows applicants to electronically
submit their resumes (in any format), and cover letters as mandated by the President’s initiative, enabling hiring managers and
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human resources practitioners to reduce the processing time. In addition, the front-end system allows applicants to receive status
notifications electronically. The Department updated the Veterans Recruitment and Employment Operational Plan for FY 2011-2012;
maintained the Recruiting, Hiring and Retaining People with Disabilities Operational Plan for FY 2011-2015; and developed the
Diversity and Inclusion Strategic Plan for FY 2012-2016 as models to recruit, develop, and retain veterans, people with disabilities,
and other special emphasis groups. The Department will continue to provide retention incentives to retain skilled employees at all
levels of the organization and to implement its pay for performance systems that have proven to be positive factors in the scientific
and engineering fields, where private sector pay scales for these difficult-to-fill positions are historically much higher than in the
federal sector.

ACHIEVEMENTS

® Increased disabled veteran new hires from 2.5 percent in FY 2011 to 2.9 percent in FY 2012, in support of Executive Order
13518, "Employment of Veterans in the Federal Government.” Enhanced employment opportunities for veterans were cultivated
through the creation of a Veterans/Schedule A Non-Competitive Appointment Resume Database, the incorporation of a Veterans
Preference e-learning module into the Commerce Learning Center for hiring managers and HR practitioners, participation in the
2012 VA for VETS Career Fair at the Washington DC Convention Center, and direct delivery of qualified disabled veteran resumes
to hiring managers. The Department also served on the Office of Personnel Management (OPM) working group on federal best
practices to create an FY 2013-2015 Veterans Employment and Recruitment Operational Plan that will highlight strategies for
continued progress.

® Implemented Executive Order 13583, "Establishing a Coordinated Government-wide Initiative to Promote Diversity and
Inclusion in the Workforce,” by developing and submitting the FY 2012-2016 Commerce Diversity and Inclusion Strategic Plan.
Additionally, the formation of a formal Departmental Diversity and Inclusion Program and Diversity and Inclusion Council was
approved by the Deputy Secretary. A Chief Diversity Officer and Deputy Chief Diversity Officer will be appointed to manage the
program and oversee the council by the end of FY 2012. The council will consist of both bureau and functional representatives
participating in three working groups—Recruitment; Development and Retention; and Education, Awareness, and Innovation.
The program kicked off with the attendance of least 109 local Senior Executive Service (SES) members at a Diversity and Inclusion
Workshop co-sponsored by OPM during June and July 2012, which received very positive feedback.

® Developed and launched a high school intern program for students with disabilities through Project Search in September 2012.
This initiative is a collaborative effort with the Department, Department of Interior, General Services Administration, and OPM.
Project Search integrates education and work experience in an academic year program for students with disabilities who are in
their last year of high school or who recently graduated, to prepare the students for competitive employment in the community.
The federal and local government partners work collaboratively to create school to career transition experiences and employment
opportunities for the participants, with each student participating in a variety of classroom and work place experiences to acquire
skills leading to employment in the community and/or within the federal government.
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SUMMARY OF PERFORMANCE

The Department uses the following measures to gauge the performance of the activities associated with this objective.

PERFORMANCE MEASURE (DM) TARGET ACTUAL STATUS

Acquire and maintain diverse and highly ® Meet or exceed the 80-day @ 84 calendar days

qualified staff in mission-critical occupations hiring goals mandated by ® 122 Department
OPM participants in leadership

® Train 100-200 Department development programs

participants on leadership ® 711 participants in Careers
development programs via in Motion
ALDP, ELDP, APCP, and
SES CDP

® Train 180-200 participants
via Careers in Motion

FY 2012 MISSED TARGETS

W ACQUIRE AND MAINTAIN DIVERSE AND HIGHLY QUALIFIED STAFF IN MISSION-CRITICAL OCCUPATIONS (DM)

Subpart Meet or exceed the 80 day hiring goals mandated by OPM

Explanation The deviation from the target was slight. In fact, the target was met in the first and second quarters. There was
no effect on overall program or activity performance.

The Department's Principle Human Resources Managers Council will quarterly review and discuss status and

Action progress made towards reaching the 80-day hiring goals and establish action plans for improvement in areas that

are not meeting the goals, as part of the HRstat program pilot.

HISTORICAL TRENDS

Over its three years as a measure, the actuals for the 80-day hiring goals exhibited a positive trend from the 2009 baseline to the
FY 2011 results but remained slightly below the target in FY 2012, with the target itself remaining the same. Over its four years as a
measure, the actuals for the leadership development program training met the target during the past two years and exceeded it during
the two years prior, with the target being increased over time to about three times the original goal. Over its three years as a measure,
the actual for Careers in Motion training have consistently met or exceeded the target, with the target itself remaining the same.
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OBJECTIVE 26

Create an optimally-led Department by focusing on leadership development, accountability,
and succession planning (DM)

PUBLIC BENEFITS

B y creating, sustaining, and strengthening its development of emerging leaders to assume leadership positions within all levels,

the Department will ensure effective leadership during the Departmental changes that are sure to come within future decades.
Additionally, by ensuring that the workforce’s composition remains aligned with Departmental strategic and budgetary priorities, the
Department can continue to provide its many services to the public in the most efficient and effective manner. A continuous cycle
of improved performance will become the culture of the Department by putting systems for accountability in place that will drive
individual and Agency performance and excellence.

ACHIEVEMENTS

® Developed an automated tool to offer management teams a highly practical approach to succession planning. The tool incorpo-
rates a set of pre-formatted templates, workforce reports, and user-friendly instructions to guide users through a process designed
to identify high impact positions, assess attrition risk in those positions, and document a specific set of actions that the unit's
management team can implement to help plan for and mitigate the impact of attrition in those positions. The tool is currently being
piloted in select CFO/ASA directorates and is expected to be marketed Department-wide in FY 2013. With over 35 percent of the
Department's general workforce and 55 percent of its SES currently eligible for retirement, effective succession planning, including
data and tools to support actionable workforce planning efforts, will become increasingly vital to the Department’s ability to execute
its mission.

® Implemented the Department’s skills management strategy by administering leadership development and other training programs
and analyzing mission-critical occupations for appropriate action planning. In FY 2012, 22 employees were trained under the
Aspiring Leaders Development Program for GS-7-12 or equivalent; 27 were trained under the Executive Leadership Development
Program for GS-13-14 or equivalent; 19 were trained under the SES Candidate Development Program for GS-14-15 or equivalent;
114 Executives were trained under the Leading EDGE Program; 219 were trained in the Project Management discipline; over
220 mentors and nearly 250 mentees were supported under the Mentoring Program; and all employees had access to the
Commerce Learning Center's over 2,000 online courses. Additionally, the Department participated in the interagency effort to
identify federal and agency mission-critical occupations and high-risk mission-critical occupations, led by OPM and the Chief Human
Capital Officers Council. Various data were analyzed on the Department's 23 mission-critical occupations; appropriate actions plans
for the federal mission-critical occupations and any high-risk agency mission-critical occupations are expected to be completed by
the end of FY 2012; and federal competency assessments will be administered during FY 2013.

® Continued to successfully implement workforce reshaping efforts through the use of Voluntary Early Retirement Authority (VERA)
and Voluntary Separation Incentive Payment (VSIP) and establishment of a Department Voluntary Resume Bank Program to assist
in restructuring and streamlining the Department workforce while continuing to meet mission goals. Currently the VERA/VSIP
authority covers designated positions within certain units of the Bureau of Economic Analysis (BEA), Census Bureau, ITA, Minority
Business Development Agency (MBDA), NIST, NOAA, NTIA, and Office of the Secretary. The Department received approval for a
total of 1,796 VSIPs and offered approximately 1,389, of which 582 employees have accepted, for a 41 percent acceptance rate,
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which greatly exceeds the 14.2 percent government-wide rate. Additionally, the Department Voluntary Resume Bank Program
provided special consideration to employees who occupied competitive service positions that had been identified for potential
elimination due to proposed budget reductions, lack of work, or reprogramming. All eligible participants were able to submit their
resume, and vacancies matching the occupational series and grade of Resume Bank participants were not advertised on USAJOBS
until after well-qualified resume bank participants were interviewed and a selection decision effected. Five Department employees
were selected for positions through this process and three employees accepted job offers.

SUMMARY OF PERFORMANCE

The Department is in the process of developing measures to evaluate progress toward achieving this objective. Measures will appear
in the FY 2013 PAR.

OBJECTIVE 27

Provide an environment that empowers employees and creates a productive and safe workforce (DM)

PUBLIC BENEFITS

n the current economic climate, an effective and efficient workforce will be more critical than ever to the continued success
I of the Department in achieving its diverse missions. This will require work environments that monitor and implement activities
to encourage high levels of employee satisfaction, engagement and productivity, and workplaces free of recognized hazards so
personnel can conduct their work safely in a variety of environments, and the Department can provide its visitors and partners a
safe experience.

The Department focuses on having its executives and managers responsible for safety programs in their bureaus actively participate in
safety activities, such as the Department'’s Safety and Health Council meetings and awareness training opportunities. The Department
enhances the role of leadership by making certain that the executives, managers, supervisors, and employees have the knowledge,
skills, resources, and commitment in order to control hazards in the workplace and to strengthen efforts to protect employees,
contractors, visitors, and others who enter Department workplaces. One method of doing this is conducting a gap analysis and
preparing a written strategy to update and continuously improve the Department's Safety and Health Program Manual so that it is a
comprehensive policy document to guide the bureaus’ occupational safety and health programs to ensure a culture of safety.

ACHIEVEMENTS

® Exceeded the government-wide average for positive responses on 70 out of 78 eligible items on the 2011 Federal Employee
Viewpoint Survey (FEVS), which was administered by OPM to gauge employee perceptions on critical work life areas which drive
employee satisfaction, commitment, and retention. The Department was ranked 5th out of 37 agencies on the Results-Oriented
Performance Culture Index and exhibited major strengths in work experiences, supervisors/team leaders, the use of alternative
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work schedules, and telework implementation. No Department averages for positive responses were “notably” (i.e., b percentage
points or more) below the government-wide averages for any items. The release of OPM’s 2012 FEVS results reports is scheduled
to be completed by November 30, 2012.

® Launched a Safety Risk Assessment Program for the smaller bureaus to assist them in identifying risks to employee safety and
health. This program also provides guidance to the bureaus as they develop their safety program to control the identified risks and
provide a safe work environment for employees. Currently four bureaus have started the assessment process that looks at their
safety and health risks based on mission and operational needs.

SUMMARY OF PERFORMANCE

The Department is in the process of developing measures to evaluate progress toward achieving these objectives. Measures will
appear in the FY 2013 PAR.
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MESSAGE FROM THE CHIEF FINANCIAL OFFICER

his FY 2012 Performance and Accountability Report provides financial and program performance information to

enable the Department’s stakeholders to understand and evaluate the Department’s achievements relative to its

mission and resources. The report highlights the Department’s performance, provides detailed financial information,
and fulfills several statutory requirements, including the Reports Consolidation Act of 2000, the Chief Financial Officers Act,
the Government Performance and Results Act, the Federal Managers’ Financial Integrity Act (FMFIA), and the Government
Management Reform Act.

For FY 2012, the Department achieved an unqualified audit opinion for the fourteenth consecutive year. The Department
received a material weakness relating to the need for improved financial management oversight at the National Oceanic and
Atmospheric Administration (NOAA) in the areas of budgetary controls and accounting for general property and satellites.
We are aggressively strengthening controls and ensuring proper and accurate accounting. Our goal is to eliminate this
material weakness by the close of FY 2013. In addition, the Department received a significant deficiency, citing the need
to improve information technology security, access, and configuration management controls. With the Office of the Chief
Information Officer, we will improve our information security program, with the aim of eliminating this deficiency, as we
did in FY 2011.

The Department is enhancing financial and non-financial controls under FMFIA and Office of Management and Budget
(OMB) Circular A-123. The Department has provided a qualified statement of assurance that its internal controls and
financial management systems meet the objectives of FMFIA, with the exception of one material weakness. This material
weakness is related to the budgetary control issues identified for the unauthorized reprogramming of funds at the National
Weather Service and other potential matters under review by the Department, and accounting for satellites and property
at NOAA. Other than this exception, internal controls operated effectively, and no other material weaknesses were found
in the Department.

The Department is applying a “One-Commerce” vision to engage a broad range of leaders, and other employees, in how
best to meet program goals, and implement the President’s Campaign to Cut Waste and A Government for the 21st
Century management initiatives. This engagement takes place through the Executive Management Team, the Department
Management Council, and various other councils (e.g., chief financial officers, chief information officers, and acquisitions,
human capital, security, facilities managers), in addition to the Labor Management Forum. Employees are also directly
engaged through the Performance Excellence Program, corporate communications, and other channels (e.g., town hall
discussions).

This “One-Commerce” vision has led to a new way to formulate the budget, aligning resources with priorities in an inclusive
manner. The Department is committed to preserving resources for program delivery and stewardship by removing well
over $100 million in administrative expenses, in such areas as acquisition, personnel, facility, travel, and related costs
through its FY 2012 Administrative Savings Plan. For example, the Department launched a Department-wide strategic
sourcing and cost reduction program built around personal computer and other specific commodity purchasing, saving
$15 million in FY 2012.
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The Department is focused on stewardship, controls, and transparency, and engaging and training employees in addition to
reinforcing procedural, supervisory, and system improvements. The implementation of a new Enterprise Risk Management
framework, which provides an interconnected system of people, processes, and tools, and an enhanced suspension
and debarment program, are part of these efforts. The Department has implemented a new comprehensive Acquisition
Improvement Policy, and Department-wide standards and training have been put in place for the Department’s acquisition
program and project managers.

Another priority for the Department is human resource management. The Department has cut the time to hire new employees
by nearly 20 percent since FY 2010. It completed the first implementation phase of a new Human Resource Management
System, moving 24 disaggregated human resource systems into one, with full implementation expected by the end of
FY 2014. The Department is also emphasizing training for both leadership and staff as critical for mission success.

The Department is improving its security, with a focus on enhancing its investigatory and mitigation efforts. It is implementing
a Department-wide continuous monitoring capability that will enable enterprise-wide, real-time visibility into the Department'’s
security status relating to a number of key cyber security controls.

The Department is also proud of its efforts in answering the President’s call to make it easier for U.S. businesses to access
the full range of government programs and services with the launch of BusinessUSA in FY 2012. Co-led by the Department
of Commerce and the Small Business Administration, BusinessUSA released the first fully-integrated government online
platform that provides information on hundreds of federal, state, and local resources and events aimed at the business
community. BusinessUSA initiated a customer service line through 1-800-FED-INFO to field calls and provide program contact
referrals. These tools are intended to create a “No Wrong Door” approach that uses technology to quickly connect businesses
to services and information relevant to them. Through the Open Government Initiative, the Department has made over 300
thousand datasets available to the public, and has implemented an automated Freedom of Information Act (FOIA) system
for the public (FOIAonline). This and BusinessUSA are part of the Department’s efforts to make government services and
programs easily accessible for taxpayers.

Moving forward, the Department will update its strategic plan, which will provide direction for new initiatives and priorities.
Some critical efforts to help shape the Department of Commerce into a 21st century Department are already underway.
For example, the Department has launched the “Commerce Way, " a streamlined integrated cycle of planning, risk assessment,
budgeting, acquisition, performance management and reporting. The goal is to improve decision-making and manage risk
and performance at the appropriate level of organization structure, eliminating duplication and fragmentation, and critically,
promoting a more integrated Department. The Department will continue to engage our employees, improve controls, drive
effective and efficient program delivery, and position the Department for success in the years ahead.

>

Scott Quehl

Chief Financial Officer

and Assistant Secretary for Administration
November 15, 2012
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FINANCIAL MANAGEMENT AND ANALYSIS

nder the Secretary’s leadership, the Department is continuing to give the highest priority to providing accurate financial

data to its internal and external customers, and to its accountability for all assets. Ensuring that there are strong

internal controls throughout the Department remains a priority. The Department has created a financial management
environment that complies with federal laws and regulations and that provides its executives with timely, accurate financial and
performance information. This is evidenced with the Department continuing to receive unqualified audit opinions, maintaining
a single integrated financial system, and continuing its compliance with the Federal Financial Management Improvement Act
(FFMIA).

Highlights of accomplishments for FY 2012 and future initiatives are discussed further below.

FINANCIAL MANAGEMENT SYSTEMS

The Department maintains an FFMIA-compliant financial management system, the Commerce Business Systems (CBS). CBS
provides reliable, timely information within a sophisticated security infrastructure. The system is capable of producing both
financial and budget reports from information generated within the financial management system. CBS consists of a Core
Financial System (CFS), including the Commerce Purchase Card System (CPCS) and the Budget and Execution Data Warehouse.
CBSis interfaced with the Commerce Standard Acquisition and Reporting System (CSTARS), the National Finance Center Payroll
System, and the Automated Standard Application for Payments (ASAP).

The financial information from CBS is integrated in the Corporate Database for consolidated financial reporting, resulting in a
single integrated financial management system. The Corporate Database is a commercial, off-the-shelf software package for
consolidating financial data and producing financial reports. The Corporate Database is an integrated solution that provides
financial statements and Adjusted Trial Balances reported at the Department, bureau, and Treasury Appropriation/Fund Group
level. It also provides the ability to perform data analysis and produce the Department’s footnotes, financial analysis reports, and
other additional information required for the government-wide financial statements.

During FY 2012, the Department accomplished the following initiatives:

® Continued Operations and Maintenance (O&M) activities for CBS;

® (Continued definition and planning for the Business Application Solutions (BAS) project that will modernize the Department’s
financial and administrative business systems;

® Completed the C.Award migration—upgrading the Commerce Standard Acquisition and Reporting System (CSTARS)
contract writing and management system—for NOAA, Office of the Secretary, NIST and Census;

® Began design and development of modifications to CBS to accommodate several new federal mandates, including the
Government-wide Treasury Account Symbol Adjusted Trial Balance System (GTAS), Six-digit Standard General Ledger
(SGL), and Automated Standard Application for Payments (ASAP), Central Contractor Registration — System for Award
Management (CCR-SAM), and Accelerated Payments to Small Businesses;
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Completed several technical CBS upgrades, including Fusion Middleware/WWeblogic to 11g, and the CBS development/
test environment hardware and Operating System. Initiated the Oracle Database Migration to 11g and the upgrade of two
of the three bureau production environment hardware and Operating Systems;

Developedaprototype for the CFO Community Connector, a centrallocation for the Department’s financialand administrative
management communities to share information about best practices, challenges and solutions, and deadlines;

Deployed the beta version of the Process Toolbox that describes processes and provides the tools, templates, and samples
to support the effective management of initiatives and provide guidance on how to perform project management and
solution deployment activities;

Developed the initial functional and technical design for the redesigned Project Dashboard that will provide project status
and documentation information for CFO/ASA projects through a standard status reporting mechanism and document
repository for all projects;

Completed an Invoice Processing Platform (IPP) (formerly known as Internet Payment Platform) Pilot Proof of Concept; and

Maintained and enhanced the Department’s Executive Dashboard application (the DASHER). The DASHER provides a
Department-wide, executive-level overview of the Department’s highest priority and highest risk mission and administrative
initiatives, including High-Priority Performance Goals, Risk Management, Financial Management, Customer Service, Human
Capital and Administrative Metrics, as well as more Operational Initiatives such as Acquisition Metrics, Sustainability and
Program Results.

In FY 2013 and beyond, the Department will continue its efforts to enhance its financial systems. The Department plans to
accomplish the following:

156

Continue Operations and Maintenance activities for CBS;

Continue stakeholder outreach and incorporate feedback, include additional process guidance, and deploy production
version of the Process;

Deploy the redesigned Project Dashboard to the CFO/ASA;

Complete the Oracle Database Migration to 11g and the upgrade of two of the three bureau production environment
hardware and Operating Systems and initiate the upgrade of the third bureau production environment hardware and
Operating System;

Complete the design, development, and testing of the GTAS, Six-digit SGL, ASAP, and CCR-SAM modifications to CBS
and deploy into production;

Determine approach and next steps for IPP;

Maintain and possibly enhance the OFM/CSC Portal that provides for a unified gateway for access to Department
administrative applications, including self-service administration, as well as hosting the Project Dashboard, Project Toolbox,
DASHER, and CFO Community Connector;

Continue to maintain and enhance the DASHER; and

Deploy and maintain the CFO Community Connector.
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FINANCIAL REPORTING

The Department is committed to making financial management a priority, and significant efforts are being made to further improve
the management of its financial resources. The Department has received unqualified opinions on its consolidated financial
statements since 1999 and met the financial statement submission deadlines for FY 2012. These achievements resulted from
the Department’'s commitment to strong management controls and accountability for its resources. The Department received
a material weakness relating to the need for improved financial management oversight at National Oceanic and Atmospheric
Administration (NOAA) in the areas of budgetary controls, accounting for general property, and accounting for satellites and
a significant deficiency relating to the Department’s information technology security, access and configuration management
controls. In FY 2012, the Department conducted an assessment of the effectiveness of internal controls over financial reporting
in accordance with OMB Circular A-123, Management’s Responsibility for Internal Control, Appendix A, including adhering to the
risk-based three-year rotational testing plan. A Senior Management Council (SMC) and a Senior Assessment Team (SAT) worked
together to provide oversight guidance and decision-making for the A-123 implementation process. As a result of the assessment,
the Department is able to provide a qualified statement of assurance that its internal controls and financial management systems
meet the objectives of FMFIA, with the exception of one material weakness. The material weakness is related to the budgetary
control issues identified for the unauthorized reprogramming of funds at the National Weather Service (NWS) and other potential
matters under review by the Department, and accounting for satellites and property at NOAA. Other than this exception, internal
controls were operating effectively and no other material weaknesses were found. In addition, the Department conducted
an improper payments sample testing; the results revealed no significant improper payments or internal control deficiencies.
Overall, the Department’s assessments demonstrate that the Department has strong internal controls over the disbursement
processes, the amounts of improper payments in the Department are immaterial, and the risk of improper payments is low.
See Appendix E for reporting details of the Improper Payments Information Act (IPIA) of 2002, as amended.

The Department accomplished the following initiatives that resulted in meeting the aforementioned goals:

® Effective 2012, expanded payment recapture audits of bureau-specific contracts/obligations and Department-wide grants/
cooperative agreements to include items for which the period of performance has expired but for which the contract/
obligation or grant/cooperative agreement has not yet been closed out. In 2012, the Department completed payment
recapture audits of contracts/obligations for Census Bureau, Franchise Fund, MBDA, OIG, and USPTO, and of Department-
wide grants/cooperative agreements;

® Each of the Department'’s bureaus/reporting entities continued to prepare or update improper payment risk assessments
covering all programs/activities as required by OMB Circular A-123, Appendix C. These improper payment risk assessments
of the entity's programs/activities also include assessments of the control, procurement, and grants management
environments, and are now in the continuous process stage of being updated every three years, unless significant changes
occur, in which case an assessment will be updated quicker;

® Submitted a draft and final plan to OMB to implement, in FY 2013, for applicable bureau payment offices, pre-payment
eligibility reviews in Treasury’s Do Not Pay portal solution;

® Completed an evaluation of options for data analytics of vendors and payments by bureau payment offices, including
Treasury’s Do Not Pay Data Analytic Services;

® Implemented, effective FY 2012, Technical Release 14, Implementation Guidance on the Accounting for the Disposal of
General Property, Plant, and Equipment;

® \Worked with Treasury and the bureaus to implement Administrative \Wage Garnishment to further facilitate collection of
debts owed to Commerce;
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® Facilitated intragovernmental transaction reconciliations using the Department’s Corporate Database application to
collect, extract, and report on a quarterly basis its intragovernmental account balances, by trading partner, to the Treasury
Department. The Department took a proactive approach of initiating contact with all trading partner agencies to reconcile
large differences. Although the Department has seen an improvement in trading partners’ participation, continued
improvement is needed in order to reconcile all differences;

® (Quarterly financial metrics were compiled, analyzed, and reported to individual bureaus which also included a status report
comparing bureau results with Departmental goals. The results of bureaus’ metrics and any corrective actions needed
were discussed at the bureau CFOs' individual monthly meetings;

® Published guidance on the preparation and submission of financial statements, including a calendar of milestone dates.
Each quarter, with the participation of all bureaus, guidance was reviewed and updated to reflect lessons learned and to
identify best practices among the bureaus. WWhen necessary, task forces were formed to resolve issues that could have
impeded the Department'’s ability to produce timely, accurate financial statements;

® |mplemented, effective FY 2012, the Schedule of Spending by Major Budget Account in the Other Accompanying
Information section of the PAR. The Schedule of Spending (SOS) presents an overview of how and where the Department
is spending money; and

® Continued preparation efforts towards the FY 2013 implementation of Technical Bulletin 2006-1, Recognition and
Measurement of Asbestos-Related Cleanup Costs, and Federal Financial Accounting Technical Release 10, Implementation
Guidance on Asbestos Cleanup Costs Associated with Facilities and Installed Equipment.

In FY 2013 and beyond, the Department plans to accomplish the following:

® Continue to monitor and minimize improper payments, including the performance of payment recapture audits, and carry
out the FY 2013 implementation, for applicable bureau payment offices, of pre-payment eligibility reviews in Treasury’s Do
Not Pay portal solution;

® |mplement, for applicable bureau payment offices, Treasury’'s Do Not Pay Data Analytics Services for data analytics of
vendors and payments;

® |mplement Technical Bulletin 2006-1, Recognition and Measurement of Asbestos-Related Cleanup Costs, and Federal
Financial Accounting Technical Release 10, Implementation Guidance on Asbestos Cleanup Costs Associated with Facilities
and Installed Equipment;

® Continue to work with OMB, Treasury Department, and the government-wide Central Reporting Team to improve the
intragovernmental transactions reconciliation process; and

@ Continue to work with Treasury Department to implement Government-wide Treasury Account Symbol Adjusted Trial
Balance System (GTAS) for production in December 2013.

GRANTS MANAGEMENT

Under the CFO/ASA, the Office of Acquisition Management (OAM) is responsible for the Department’s enterprise-wide grants
management policy, projects, and oversight. The Department’s focus is to standardize policy and procedures for its grant and
cooperative agreement programs in order to strengthen compliance, work toward a single automated grants management
system, and enhance/formalize workforce education. Targeted efforts continue to transform the decentralized Department
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grants management community into an effective and efficient partnership. The sharing of resources and responsibilities to
accomplish enterprise goals is a recurring theme throughout the partnership effort.

Animportant feature of the Department’s effort to move aggressively into the world of electronic grants is the continued utilization
of the National Oceanic and Atmospheric Administration's (NOAA) Grants Online system, a back-office solution to the Grants.gov
storefront. NOAA administers almost two-thirds of the Department’s financial assistance programs. Grants OnLine is designed
to facilitate efficiencies through standardized business processes and provide a direct interface to other Departmental systems
and with grant recipients. It continues to demonstrate significant success in reducing paperwork, increasing accountability, and
simplifying the post award process. The system has also been identified as a possible solution to standardizing grants procedures
in the Department. Grants Online is a paperless electronic grants management system that has gained government-wide
recognition for streamlining and accelerating the grants application process. In October 13, 2010, the Department CFO advised
the grant making bureaus at the National Institute of Standards and Technology (NIST), NOAA, and the Economic Development
Administration (EDA) that the Department had committed to OMB to consolidate all the bureau grant management systems
within the Department to NOAA's Grants Online system if a planned analysis demonstrates that it makes good business sense.
The current stove piped configuration of separate bureau grant management systems is not conducive to maximum efficiency
in resource and time management. The Department secured the services of a contractor to complete a gap analysis between
Grants Online, employed by NOAA, and the grants systems employed by NIST, known as Grants Management Information
System (GMIS), and the system employed by the EDA, known as the Operations Planning and Control System (OPCS).

The gap analysis was completed in January, 2012 and in summary it:

® |[dentified and documented almost 100 gaps in functionality between Grants Online and the other two systems
® Provided potential options to remedy the gaps:

® \Workarounds and modifications to GMIS, OPCS, and Grants Online are necessary to make the systems functionally
compatible.

® Minimally compatible solution — $1.5M and $0.7M for EDA and NIST, respectively. The minimally compliant solution
focuses on critical gaps to enable the processing of grants through Grants OnLine. It maximizes the use of process
changes and work arounds and minimizes additional cost for resources not presently available. It does not address
EDA/NIST processing efficiency.

® Fully compatible solution — $3.9M and $1.9M for EDA and NIST, respectively. This comprehensive approach addresses
closing all gaps to enable the management of a grant through Grants OnLine. It uses changes and workarounds
wherever appropriate. It further uses systems changes and interface development where best suited to continue fully
automated functionality typically incorporated into Grants OnLine. This solution does not attempt to minimize resource
requirements to transition and includes planning, business process engineering, implementation, and operations.

® Costs of system integration are expressed in rough order of magnitude and subject to change.
Next steps currently under consideration would include the performance of a Business Case analysis which would involve the
following steps:

® Baseline the current cost of doing business for EDA, NIST, and NOAA systems

@ |dentify alternatives to be evaluated to include other Grants Line of Business systems

® Price inclusion of possible ARRA-type reporting of base programs as proposed in draft legislation
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® Conduct the business case analysis with contractors or knowledgeable government personnel
® Make decision on course of action based on the conclusions of the fit gap analysis and business case
® [f in-house consolidation is recommended, begin the planning effort

® Qverall acquisition strategy

® Project management plan, schedules, cost estimate, and procurement

The conclusions and recommendations of the gap analysis present formidable challenges in terms of potential costs as well as
system changes and business process reengineering in the bureaus. Consequently, Department of Commerce (DOC) bureaus
and collateral support organizations including the Office of Financial Management (OFM) continue to study other potential
solutions to consolidate the Department’s three grants management systems. The objective is to identify the most effective
solution to utilized limited budgetary resources to consolidate the department-wide grants management portfolio into a single
system that can meet all the requirements of the 75 DOC financial assistance programs.

OFM's actions to consolidate the Department’s grants management systems continued a process already set in motion by the
migration of the grant management functions of the International Trade Administration (ITA), the Minority Business Development
Administration (MBDA), and the Office of the Secretary (OS) from OAM to NOAA Grants Online. OAM coordinates regular
Departmental Grants Council meetings and works closely with the OIG and the Office of General Counsel (OGC) to implement
sound policy and ensure consistency for the Department’s financial assistance programs. The Department is committed to the
goal of strengthening its grant operations and improving its business processes to provide better services to its customers in
the federal grant recipient community.

The Department has incorporated the challenge of consolidating grant management systems into a department-wide review
of business application solutions (BAS) which address the full scope of DOC functions and systems. The BAS approach will
consider commercial off-the shelf (COTS) solutions in addition to Grants OnLine as a department wide grants management
solution.

The Department has revised its Grants and Cooperative Agreements Manual and Standard Grants Terms and Conditions
to recognize the emerging growth of electronic government. During FY 2012, a multi-bureau task force chaired by Grants
Management Division (GMD) reviewed the 21 chapter grants manual and made extensive revisions to ensure that the manual is
consistent with updates in government-wide financial assistance policy directives. Additionally, the Department of Commerce
Financial Assistance Standard Terms and Conditions have been significantly updated to align the document with the rapid growth
and changes in government wide guidance. Continued review and updating of the DOC policy guidance will occur to keep pace
with the new requirements engendered by the transition to Grants.gov as the business process model for federal financial
assistance programs.

In FY 2012, OAM/GMD began a new initiative to strengthen oversight and create a broader understanding of the dynamics
and impact of DOC financial assistance awards. The focus of this Grants Overview is to provide a perspective on the amount
and type of awards made by DOC as well as insight into the extent to which the DOC grants management process functions
efficiently and effectively. The format of the Grants Overview is a PowerPoint presenting breakdowns of various elements of the
award structure in snapshots of activities such as new awards and cost amendments obligated by bureau. Charts were created
to display the rate and status of funds disbursed at various award stages for both Recovery Act and base programs. The study
examined the status of awards by dollars in various phases of the grants management process. Risk factors were identified and
shared with the DOC grants community.
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The Grants Overview includes tracking of pre-award and post award requirements such as audit resolution and the negotiation of
indirect cost rates. It charts single audit reports with findings/no findings by bureau during the period FY 2009-2011. The Overview
also analyzes the status of compliance with closeout requirements and deobligation of undisbursed funds. Additionally, GMD
is providing bureaus with monthly reports intended to prompt closer monitoring of the grant audit resolution process and
compliance with negotiated indirect cost rate requirements. These are just some of the examples of key activities of the grants
life cycle addressed by the Grants Overview.

The Grants Overview is regularly updated and serves as a framework for OAM/GMD's effort to reach out to the DOC grant
making bureaus to energize the oversight relationship. It has served as the basis for meetings and ongoing dialogue with each
DOC bureau to create a path forward for the development of more efficient business practices and tighter internal controls in the
administration of DOC financial assistance awards.

The Department made significant progress in meeting the data-reporting requirements of the Federal Funding Accountability
and Transparency Act of 2006 (PL 109-282). Significant technical requirements were presented by this act. As of FY 2012, the
Department continues to be up to date with its three grant-making bureaus in providing accepted data to the universal Web site,
USAspending.gov, consistent with the goal established in the FY 2008 PAR.

OAM GMD is the point of contact for Catalogue of Federal Domestic Assistance (CFDA) updates and represents the Department
at CFDA User Group meetings. GMD coordinates the response to annual CFDA data calls. OAM GMD continues to hold the
responsibility for coordinating and processing Individual Background Screenings utilizing form CD-346 (Applicant for Funding
Assistance) which passed from the OIG to OAM/GMD in FY 2010. GMD processed approximately 480 Individual Background
screenings in FY 2012, through the Federal Bureau of Investigation database operated by the Census Bureau. OAM continues
to support accuracy in data quality for all Department financial assistance programs. Grants officers and subordinate supervisors
along with program offices are required to verify quarterly that data reported to USASpending.gov is accurate and consistent.
This element will be a performance metric in grants management reviews conducted by GMD.

The three major grant making bureaus—NIST, NOAA, and EDA upload grant award data monthly to USASpending.gov through
the Data System Validation Tool Web site. In addition to their own grant awards, these bureaus serve as grants offices for the
programs of smaller Department grant making bureaus including NTIA, ITA, and OS.

The Department's bureaus have made progress in reducing the backlog of expired awards and deobligating unexpired balances
of funds from these awards during FY 2012. The following table illustrates the number of awards closed and amount deobligated
by each bureau from October 1, 2011 through July 31, 2012, as well as the expired awards remaining to be closed and funds
pending deobligation. NTIA, ITA and OS are included in the NOAA data below as NOAA is their servicing bureau.

Awards Funds Awards Pending Funds Pending
Bureau Closed Deobligated Closure Deobllgatlon

NOAA $ 9,152,528 131 1,153,895
NIST 364 $ 6,556,661 705 $ 31,381,764
EDA 179 $ 25,639,503 105 $ 19,081,020

Under OMB circulars, organizations receiving federal awards are assigned to a single federal agency (cognizant agency) which
acts on behalf of all federal agencies in approving indirect cost and other rates for that organization. The Department is responsible
for reviewing indirect cost proposals (IDC) submitted by assigned grantee organizations and, based on those reviews, negotiates
appropriate indirect cost rates. OAM's responsibility for the management of this program continued throughout the fiscal year.
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New rate review procedures that were implemented during FY 2007 produced greater levels of financial analysis that resulted
in financial savings to the Department through indirect cost rate adjustments from grantees’ proposed rates. Program focus for
the coming year will include continued implementation of stronger internal controls.

OAM will continue to actively seek opportunities to support government-wide goals of transparency and data quality management.

HUMAN CAPITAL

Both the President and Congress recognize that the federal workforce is central to the delivery of services to the U.S. public.
Acknowledging that people are the key to mission accomplishment, Departmental leadership continues to implement and
evaluate programs to ensure that there is succession planning in the area of financial management. Internship and leadership
development programs are used as vehicles for making progress in the recruitment and retention of a highly-skilled and diverse
workforce. Internship programs are implemented through a variety of sources to provide finance and accounting majors an
opportunity to gain hands-on experience, while introducing potential future employees to the opportunities that exist at the
Department. Ongoing training and development opportunities are offered as a component of continuous learning in the area of
financial management.

The Department continued its recruitment efforts in the area of financial management by maintaining its partnership with the
National Academy Foundation (NAF) Academy of Finance (AOF) and reducing the average time to hire accounting and budgeting
professionals. The NAF AOF students have been hired through the Student Temporary Employment Program to enhance their
individual and collective learning experiences in the finance and accounting fields. At the completion of the eight weeks of the
NAF program, students make presentations to Department leaders to demonstrate newly acquired skills in their respective
areas. Departmental supervisors monitor the performance of the interns throughout their appointment, and after successful
completion, many supervisors have extended the temporary appointment or utilized other programs (i.e., Student Career
Experience Program) to bring in entry-level talent. In FY 2012, the Department recruited seven AOF high school students for
the summer who were placed across finance offices in bureaus and organizational units including, EDA, ITA, NOAA, and OFM.
Additionally, one previous NAF intern was asked to return as a temporary appointment to the Census Bureau. Going forward for
future years, the Student Pathways program will be the primary appointing authority for hiring students under the NAF program.
For selections made through USAJobs, the time to hire employees within the professional and administrative 0500 Accounting
and Budgeting series was reduced from 70 calendar day in second quarter FY 2012 to 47 calendar days in fourth quarter FY 2012.

In addition to the recruitment efforts being implemented to attain a highly-skilled workforce in the area of financial management,
the Department has succession planning and retention strategies in place, including the development of competencies within
the current workforce and use of telework. As one of the Department's recognized mission-critical occupations, accounting
and budgeting series employees at the GS-7 through GS-15 and equivalent levels are eligible to apply for the following major
leadership development programs: Executive Leadership Development Program, and Senior Executive Service Candidate
Development Program. These program activities include competency assessments, formal classroom training, developmental
assignments, seminars, action learning task team projects, and mentoring sessions. The Commerce Learning Center (CLC),
the Department’s Learning Management System, offers 60 Commerce-wide and bureau-specific online financial management
courses that were completed by 185 employees in the 0500 accounting and budgeting occupational group and by an additional
100 employees in other occupations, during FY12. The CLC also recorded 472 employees in the 0500 occupational group
attending 435 financial management classroom courses. Additionally, approximately 24 percent of accounting and budgeting
employees engaged in telework, which is used by the Department to position itself as an “employer of choice” in attracting
qualified employees, facilitating employee work/life balance, increasing employee satisfaction and engagement, and ultimately
increasing employee productivity.
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DEBT MANAGEMENT

RECEIVABLES AND DEBT MANAGEMENT

he Department has incorporated the principles of the Credit Reform Act of 1990 into the operations of its credit and debt

programs. Prescreening procedures, account-servicing standards, determined collection of delinquent debt, inventory

management, and asset disposition standards have helped to diminish significantly the amount of risk inherent in credit
programs. These procedures were established to ensure that credit costs are properly identified and controlled, that borrowers’
needs are met, and that costs to the taxpayers are minimized.

GROSS RECEIVABLES
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The Department's gross receivables decreased 9.0 percent, from $682 million at September 30, 2011 to $620 million at
September 30, 2012, as reported on the Department’s Treasury Report on Receivables (TROR). The TROR is the primary means
for the Department to provide comprehensive information on its gross receivables and delinquent debt due from the public. Debt
over 180 days delinquent decreased from just under
$39 million at September 30, 2011 to $2 million at September TOTAL DELINQUENCIES AS A PERCENTAGE

. } OF GROSS RECEIVABLES
30, 2012. Total delinquencies as a percentage of gross
receivables decreased from 6.4 percent at September 30,
2011 to 1.0 percent at September 30, 2012. The decreases
resulted from NOAA moving a large portion of its delinquent
debts which are currently in forbearance, litigation, and
bankruptcy, to Currently Not Collectible on the TROR.

PERCENTAGE

The Debt Collection Improvement Act of 1996 established the

. . 9.1 9.2
Treasury Department as the collection agency for eligible federal 10 2 6.4
agency debts that are more than 180 days delinquent. It also . w
established Treasury’s Financial Management Service as the FY2008 FY2009 FY2010 FY2011 FY 2012

federal government's debt collection center. Nearly $43 million
in delinquent debt has been referred to Treasury for cross-
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servicing since FY 2002. Currently, over 51 percent of the Department’s overall delinquent debt that is eligible for referral to
Treasury is in litigation with the Department of Justice for enforced collection.

During FY 2001, the issuance of the revised Federal Claims Collection Standards and the revised OMB Circular No. A-129, Policies

for Federal Credit Programs and Non-Tax Receivables, provided agencies greater latitude to maximize the effectiveness of federal
debt collection procedures. Since then, the Department has utilized all the tools available to improve the management of its debt.

PAYMENT PRACTICES

Prompt Payment

he Prompt Payment Act of 1982 generally requires
agencies to pay their bills to vendors on a timely basis

TIMELY VENDOR PAYMENT

(within 30 days of receipt of relevant documents),

and to pay interest penalties when payments are made 100 5 5
late. The Department closely monitors its prompt payment 98 98 3 98 ]
performance, and the bureaus submit quarterly reports of " % ‘;-;:?8 g E'; g
prompt payment performance to the Deputy Chief Financial ‘é 9%
Officer. =
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The Department has increased slightly its prompt payment 92
performance to 99 percent in FY 2012 from 98 percent in %
FY 2011. The number of invoices with late-payment interest FY 2008 FY2009 FY2010 FY2011 FY 2012
penalties decreased significantly to 2,562 in FY 2012 from o Result -0 Target
5,108 in FY 2011. The Department continues to focus on

improving its prompt payment percentage by working closely

with its bureaus to identify opportunities for new or improved

business processes. For example, the Department completed a pilot proof of concept in May 2012 for the Department of the
Treasury's Invoice Processing Platform (IPP) and is now working to remove obstacles to possible implementation. [IPP is an
internet-based invoice processing system that can efficiently manage vendor invoicing from purchase order through payment
notification.

AJuly 2012 OMB memorandum, Providing Prompt Payment to Small Business Subcontractors, establishes the Executive Branch
policy, that, to the full extent permitted by law, agencies shall take steps to ensure that prime contractors are able to pay their
small business subcontractors in a prompt fashion. In particular, agencies should, to the full extent permitted by law, temporarily
for one year accelerate payments to all prime contractors, in order to allow them to provide prompt payments to small business
subcontractors. Agencies shall make payments to all prime contractors as soon as practicable, with a goal of paying all prime
contractors within 15 days of receiving proper documentation. The Department implemented, in July 2012, this new payment
policy for all prime contractors, and is monitoring bureaus’ monthly performance. The Department’s acquisition offices are also
taking appropriate actions with prime contractors regarding new and existing contracts to help maximize accelerated payments
to small business subcontractors.
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Bankcards

The Department is committed to the use of bankcards (purchase cards) as a means of streamlining Departmental procurements.
Bankcard usage is closely monitored, and those that are no longer needed are promptly closed. The Department has incorporated
more effective oversight and risk management reviews relative to purchase card accounts that are inactive over an 18-month
period. For inactive accounts, the Department determines if there is a need for the card; if it is determined that there is not a
sufficient need for the card, the account is subsequently closed. Additionally, more stringent training requirements are required for
employees with purchase cards, which has contributed to the decrease over the years in the number of bankcards issued and in
use by the Department.

The Department has incorporated the use of the purchase card for existing Departmental payment vehicles, when possible, to
enhance Departmental efficiency for disbursements and increase purchase card refunds.

The Purchase Card sub-process is normally tested under the OMB Circular A-123, Appendix A process on a three-year rotational
basis; however, was tested in FY 2012 due to the risks and weaknesses associated with findings identified in FY 2010. Due to the
results of FY 2012 testing, with similar findings across all bureaus, the Purchase Card sub-process continued to present a significant
deficiency for the Department. The Department will work towards implementing appropriate corrective actions to address the
FY 2012 findings. The Department will reevaluate the controls around the Purchase Card sub-process at the completion of the
corrective actions.

ANALYSIS OF FY 2012 FINANCIAL CONDITION AND RESULTS

Composition of Assets and Assets by Responsibility Segment

somewhat from September 30, 2011 to September 30, 2012. Fund Balance with Treasury decreased from 69 percent

of total assets at September 30, 2011 to 63 percent of total assets at September 30, 2012. General Property Plant and
Equipment, Net increased from 27 percent of total assets at September 30, 2011 to 33 percent of total assets at September 30,
2012. NOAA's assets increased from 38 percent of total assets at September 30, 2011 to 44 percent of total assets at September
30, 2012, and NTIA's assets decreased from 41 percent of total assets at September 30, 2011 to 35 percent of total assets at
September 30, 2012.

T he composition (by percentage) and distribution (by responsibility segment) of the Department's assets changed

The Department'’s total assets amounted to $30.42 billion at September 30, 2012. Fund Balance with Treasury of $19.26 billion
is the aggregate amount of funds available to make authorized expenditures and pay liabilities. General Property, Plant, and
Equipment, Net of Accumulated Depreciation (General PP&E) of $10.00 billion includes $7.13 billion of Construction-in-progress,
primarily of satellites and weather measuring and monitoring systems; $1.16 billion of Structures, Facilities, and Leasehold
Improvements; $762 million of Satellites/Weather Systems; and $947 million of other General PP&E. Direct Loans and Loan
Guarantees, Net of $570 million primarily relates to NOAA's direct loan programs, including Fisheries Finance Traditional Loans
and Crab Buyback Loans. Other Assets of $587 million primarily includes Accounts Receivable, Net of $221 million, Advances
and Prepayments of $208 million; and Inventory, Materials, and Supplies, Net of $105 million.
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COMPOSITION OF THE DEPARTMENT’S FY 2012 ASSETS BY
FY 2012 ASSETS RESPONSIBILITY SEGMENT
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Trends in Assets

The Department'’s total Assets decreased $979 million or 3 percent, from $31.40 billion at September 30, 2011 to $30.42 billion
at September 30, 2012. Fund Balance with Treasury decreased $2.40 billion or 11 percent, from $21.66 billion to $19.26 billion,
primarily due to a $1.68 billion decrease in Fund Balance with Treasury for NTIA's Broadband Technology Opportunities Program
under the Recovery Act mainly due to a significant decrease in payments to grantees, and also due to a $215 million decrease in
Fund Balance with Treasury for NIST's Recovery Act Funds for construction of research facilities, and for scientific and technical
research and services. General PP&E, Net increased $1.64 billion or 20 percent, from $8.36 hillion to $10.00 billion, mainly due
to an increase in NOAA Construction-in-progress of $1.65 billion, primarily for satellite programs. Other Assets decreased by
$222 million or 27 percent, from $809 million to $587 million, primarily due to a decrease of $109 million in Advances to the
Federal Emergency Management Agency related to the Public Safety Interoperable Communications Program and a $93 million
decrease in Advances for NOAA's Pacific Region Center construction project.

TRENDS IN TOTAL ASSETS
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NOTE: The significant fluctuation between FY 2007 and FY 2008 assets is primarily due to NTIA proceeds of $18.96 billion from the Federal
Communications Commission auction of licenses for recovered analog spectrum in FY 2008.
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Composition of Liabilities and Liabilities by Responsibility Segment

The composition (by percentage) and distribution (by responsibility segment) of the Department’s liabilities remained consistent
from September 30, 2011 to September 30, 2012. The Department’s total liabilities amounted to $4.70 billion at September
30, 2012. Unearned Revenue of $1.39 billion represents the portion of monies received from customers for which goods and
services have not been provided or rendered by the Department. Federal Employee Benefits Liability of $851 million is composed
of the actuarial present value of projected benefits for the NOAA Corps Retirement System ($578 million) and the NOAA Corps
Post-retirement Health Benefits ($45 million), and Actuarial Federal Employees Compensation Act (FECA) Liability ($228 million),
which represents the actuarial liability for future workers’ compensation benefits. Accrued Grants of $636 million, which relates
to a diverse array of financial assistance programs and projects, includes EDA's accrued grants of $421 million for its economic
development assistance funding to state and local governments. Accrued Payroll and Annual Leave of $581 million includes
salaries and wages earned by employees, but not disbursed as of September 30, 2012. Debt to Treasury of $554 million consists
of monies borrowed primarily for NOAA's direct loan programs. Accounts Payable of $453 million consists primarily of amounts
owed for goods, services, or capitalized assets received, progress on contract performance by others, and other expenses due.
Other Liabilities of $242 million primarily includes Environmental and Disposal Liabilities of $60 million, Accrued Benefits of
$53 million, Accrued FECA Liability of $36 million, Resources Payable to Treasury of $13 million, ITA Foreign Service Nationals'’
Voluntary Separation Pay Liability of $12 million, and Capital Lease Liabilities of $8 million.

COMPOSITION OF THE DEPARTMENT’S FY 2012 LIABILITIES BY
FY 2012 LIABILITIES RESPONSIBILITY SEGMENT
Other Others
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Trends in Liabilities

The Department'’s total Liabilities increased $112 million or 2 percent, from $4.59 billion at September 30, 2011 to $4.70 billion at
September 30, 2012. Federal Employee Benefits Liability increased $43 million or 5 percent, from $808 million to $851 million,
primarily due to an increase of $54 million in the NOAA Corps Retirement System Liability. Accrued Grants increased by
$40 million or 7 percent, from $596 million to $636 million, primarily due to an increase for EDA of $36 million for economic
development grants.
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TRENDS IN TOTAL

LIABILITIES
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NOTE: The significant fluctuation between FY 2007 and FY 2008 liabilities is primarily due to NTIA's Spectrum Auction Proceeds Liability to FCC for
auction proceeds for which licenses had not yet been granted by FCC as of September 30, 2008. During FY 2009, this liability was significantly

reduced as a significant amount of licenses were granted by FCC.

Accounts Payable increased by $21 million or 5 percent, from $432 million to $453 million, primarily due to an increase in NOAA's
Accounts Payable of $40 million mainly related to NOAA's satellites and weather systems. Debt to Treasury increased by $14 million
or 3 percent, from $540 million to $554 million, mainly due to new borrowings in FY 2012 for NOAA's direct loan programs.

Composition of and Trends in Financing Sources

The composition by percentage of the Department’s financing
sources remained somewhat consistent from FY 2011 to FY 2012.
The Department'’s Financing Sources, shown on the Consolidated
Statement of Changes in Net Position, are traditionally obtained
primarily from Appropriations Received, Net of Reductions.
The dollar amount of Appropriations Received, Net of Reductions,
however, increased significantly by $2.05 billion or 35 percent, from
$5.81 hillion for FY 2011 to $7.86 billion for FY 2012, mainly due to
$1.74 billion of rescissions in FY 2011 for Census Bureau’s Periodic
Censuses and Programs fund group as a result of the completion
of the 2010 Decennial Census, with no Census Bureau rescissions
in FY 2012. Other typical Financing Sources include net transfers
to and from other federal agencies without reimbursement, and
imputed financing sources from cost absorbed by other federal
agencies. The Department’s total Financing Sources increased

COMPOSITION OF THE DEPARTMENT’S
FY 2012 FINANCING SOURCES
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$2.30 billion or 37 percent, from $6.29 billion for FY 2011 to $8.59 billion for FY 2012, primarily due to the $1.74 billion of
rescissions in FY 2011 for Census Bureau's Periodic Censuses and Programs fund group, whereas there were no Census Bureau

rescissions in FY 2012.
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FY 2012 Net Cost of Operations by Theme

In FY 2012, the Department’s Net Cost of Operations amounted to
$9.68 billion, which consists of Gross Costs of $13.02 billion less

FY 2012 NET PROGRAM COSTS BY THEME

Earned Revenue of $3.34 billion.

$10,000
Theme 1, Economic Growth, with Net Program Costs of $3.90 $8,000
billion for the Department, is related to enabling economic growth _ $6,000 2
through innovation and entrepreneurship, market development and E $4,000 Al
commercialization, and trade promotion and compliance. Theme 1 % $2,000 e
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billion less Earned Revenue of $2.43 billion) for the U.S. Patent $(2,000) $(520) she7)
and Trademark Office’'s (USPTO) patents and trademark programs. $(4,000)|  S(2629)
The issuance of patents provides incentives to invent and invest in Theme 1 Theme 2 Theme 3
new technology by allowing innovators the opportunity to benefit Total $3,902 $3,636 $2.144
from their discoveries. Registration of trademarks assists businesses
. . L . | - Total Gross Costs |:| Total Earned Revenue
in protecting their investments and safeguards consumers against

confusion and deception in the marketplace by providing notice of
trademarks in use. Through dissemination of patent and trademark
information, the Department promotes a global understanding of intellectual property protection and facilitates the development
and sharing of new technologies worldwide. Theme 1 also includes Net Program Costs of $687 million (Gross Costs of $812 million
less Earned Revenue of $125 million) for NIST's Measurement and Standards Laboratories major program. These laboratories
are the stewards of the Nation's measurement infrastructure, and provide measurement methods, reference materials, test
procedures, instrument calibrations, fundamental data, and standards that comprise essential tools for research, production, and
buyer-seller transactions. NTIA's programs and activities also support Theme 1, with Net Program Costs of $1.99 billion (Gross
Costs of $2.02 billion less Earned Revenue of $26 million). NTIA serves as the principal adviser to the President on domestic and
international communications and information policy-making, promotes access to telecommunications services for all Americans
and competition in domestic and international markets, manages all federal use of the electromagnetic spectrum and generally
promotes efficient use of spectrum, and conducts telecommunications technology research, including standards-setting in
partnership with business and other federal agencies. ITA's programs and activities also support Theme 1, with Net Program
Costs of $458 million (Gross Costs of $478 million less Earned Revenue of $20 million). ITA assists the export growth of small
and medium-sized businesses, enforces U.S. trade laws and trade agreements, monitors and maintains trading relationships with
established markets, promotes new business in emerging markets, and improves access to overseas markets by identifying and
pressing for the removal of trade barriers. Theme 1 also includes Net Program Costs of $466 million (Gross Costs of $473 million
less Earned Revenue of $7 million) for EDA. EDA helps distressed communities address problems associated with long-term
economic distress, as well as sudden and severe economic dislocations including recovering from the economic impacts of
natural disasters, the closure of military installations and other federal facilities, changing trade patterns, and the depletion of
natural resources.

Theme 2, Science and Information, with Net Program Costs of $3.64 billion for the Department, is related to promoting science
and information by generating and communicating new cutting-edge scientific understanding of technical, economic, social,
and environmental systems. Theme 2 includes Net Program Costs of $2.34 billion (Gross Costs of $2.47 billion less Earned
Revenue of $135 million) for NOAA's programs and activities related to improving weather, water, and climate reporting and
forecasting, which assist the Nation to prepare and respond to environmental events that affect safety, health, the environment,
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the economy, and homeland security. NOAA develops and procures satellite systems, aircraft, and ships to examine oceanic
and atmospheric patterns worldwide and to provide information on weather patterns and forecasts. The Census Bureau also
supports Theme 2, with Net Program Costs of $1.15 billion (Gross Costs of $1.46 billion less Earned Revenue of $311 million).
The Census Bureau carries out the Decennial Census, periodic censuses, and demographic and other surveys, and prepares and
releases targeted data products for economic and other programs.

Theme 3, Environmental Stewardship, with Net Program Costs of $2.14 billion for the Department, is related to promoting
economically-sound environmental stewardship and science. Theme 3 includes Net Program Costs of $2.11 billion (Gross Costs
of $2.31 billion less Earned Revenue of $204 million) related to NOAA's stewardship of ecosystems, which reflects NOAA's
mission to conserve, protect, manage, and restore fisheries and coastal and ocean resources. The Department has a responsibility
for stewardship of the marine ecosystem and for setting standards to protect and manage the shared resources and harvests
of the oceans. The Department strives to balance sustainable development and healthy functioning marine ecosystems, and to
conserve, protect, restore, and better manage resources.

LIMITATIONS OF THE FINANCIAL STATEMENTS

hese financial statements have been prepared to report the overall financial position and results of operations of the

Department, pursuant to the requirements of 31 U.S.C. 3515(b). While the statements have been prepared from the

books and records of the Department in accordance with the form and content prescribed by OMB, the statements
are in addition to the financial reports used to monitor and control budgetary resources that are prepared from the same books
and records.

These financial statements should be read with the realization that they are for a component of the U.S. government, a sovereign
entity. One implication of this is that liabilities cannot be liquidated without legislation that provides the resources to do so.
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PRINCIPAL FINANCIAL STATEMENTS

United States Department of Commerce Consolidated Balance Sheets

As of September 30, 2012 and 2011 (In Thousands)

FY 2012 FY 2011
ASSETS

Intragovernmental:

Fund Balance with Treasury (Notes 2 and 18) $ 19,261,281 $ 21,661,030
Accounts Receivable (Note 3) 116,009 98,360
Advances and Prepayments 208,368 415,683
Total Intragovernmental 19,585,658 22,175,073
Cash (Note 4) 4,834 3,466
Accounts Receivable, Net (Note 3) 104,941 140,846
Direct Loans and Loan Guarantees, Net (Note 5) 570,348 566,250
Inventory, Materials, and Supplies, Net (Note 6) 104,978 97,823
General Property, Plant, and Equipment, Net (Note 7) 10,000,512 8,362,263
Other (Note 8) 48,276 53,320

TOTAL ASSETS

$ 30,419,547

$ 31,399,041

Stewardship Property, Plant, and Equipment (Note 23)

LIABILITIES
Intragovernmental:
Accounts Payable $ 156,032 $ 88,455
Debt to Treasury (Note 10) 554,281 540,001
Other
Resources Payable to Treasury 12,862 21,448
Unearned Revenue 332,923 338,657
Other (Note 11) 102,412 93,104
Total Intragovernmental 1,158,510 1,081,665
Accounts Payable 296,869 343,280
Loan Guarantee Liabilities (Notes 5 and 16) 518 563
Federal Employee Benefits (Note 12) 851,211 808,482
Environmental and Disposal Liabilities (Note 13) 59,945 63,377
Other
Accrued Payroll and Annual Leave 580,715 578,952
Accrued Grants 635,856 595,721
Capital Lease Liabilities (Note 14) 8,377 10,068
Unearned Revenue 1,053,580 1,035,867
Other (Note 11) 57,732 73,153

TOTAL LIABILITIES

$ 4,703,313

$ 4,591,128

Commitments and Contingencies (Notes 5,14, and 16)

NET POSITION

Unexpended Appropriations

Unexpended Appropriations - Earmarked Funds (Note 21) $ 1,660,141 $ 3,390,451
Unexpended Appropriations - All Other Funds 5,056,293 5,829,206
Cumulative Results of Operations

Cumulative Results of Operations - Earmarked Funds (Note 21) 9,939,669 10,073,516

Cumulative Results of Operations - All Other Funds 9,060,131 7,614,740

TOTAL NET POSITION $ 25,716,234 $ 26,807,913
TOTAL LIABILITIES AND NET POSITION $ 30,419,547 $ 31,399,041

The accompanying notes are an integral part of these financial statements.
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United States Department of Commerce Consolidated Statements of Net Cost

For the Years Ended September 30, 2012 and 2011 (Note 17) (In Thousands)

FY 2012 FY 2011

Theme 1: Economic Growth

Gross Costs $ 6,531,035 $ 5,315,520

Less: Earned Revenue (2,628,952) (2,450,163)

Net Program Costs 3,902,083 2,865,357
Theme 2: Science and Information

Gross Costs 4,156,232 4,436,424

Less: Earned Revenue (520,569) (481,062)

Net Program Costs 3,635,663 3,955,362
Theme 3: Environmental Stewardship

Gross Costs 2,331,038 2,667,910

Less: Earned Revenue (186,763) (254,829)

Net Program Costs 2,144,275 2,413,081
NET COST OF OPERATIONS $ 9,682,021 $ 9,233,800

The accompanying notes are an integral part of these financial statements.
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United States Department of Commerce Consolidated Statements of Changes in Net Position
For the Years Ended September 30, 2012 and 2011 (In Thousands)

FY 2012 FY 2011
Earmarked Earmarked
Funds All Other Consolidated Funds All Other Consolidated
(Note 21) Funds Total (Note 21) Funds Total
Cumulative Results Of Operations:
Beginning Balance $ 10073516 $ 7514740 $ 17,588,256 $ 10,189,816 $ 6,680,597 $ 16,870,413
Budgetary Financing Sources:
Appropriations Used 1,638,458 8,631,942 10,270,400 665,766 8,776,595 9,442,361
Non-exchange Revenue 222,494 12,5639 235,033 95,804 15,379 111,183
Donations and Forfeitures of Cash and
Cash Equivalents - 5,303 5,303 - 1,651 1,651
Transfers In/(Out) Without Reimbursement, Net 18,390 104,419 122,809 25,795 93,378 119,173
Rescissions (Note 18) (18,198) - (18,198) - (54,800) (54,800)
Other Budgetary Financing Sources/(Uses), Net - 6,208 6,208 - (4,000) (4,000)
Other Financing Sources (Non-exchange):
Donations and Forfeitures of Property - 579 579 - 458 458
Transfers In/(Out) Without Reimbursement, Net - 182,220 182,220 - (4,062) (4,062)
Imputed Financing Sources from Cost Absorbed
by Others 20,415 277,279 297,694 22,797 325,128 347,925
Other Financing Sources/(Uses), Net - (8,483) (8,483) - (8,246) (8,246)
Total Financing Sources 1,881,559 9,212,006 11,093,565 810,162 9,141,481 9,951,643
Net Cost of Operations (2,015,406) (7,666,615) (9,682,021) (926,462) (8,307,338) (9,233,800)
Net Change (133,847) 1,545,391 1,411,544 (116,300) 834,143 717,843
Cumulative Results of Operations - Ending Balance 9,939,669 9,060,131 18,999,800 10,073,516 7,514,740 17,588,256
Unexpended Appropriations:
Beginning Balance 3,390,451 5,829,206 9,219,657 4,099,319 8,782,873 12,882,192
Budgetary Financing Sources:
Appropriations Received (Note 18) - 7,884,258 7,884,258 - 7,669,352 7,669,352
Appropriations Transferred In/(Out), Net - 23,223 23,223 - 11,239 11,239
Rescissions of Appropriations (Note 18) - (5,450) (5,450) - (1,803,198) (1,803,198)
Other Adjustments (91,852) (43,002) (134,854) (43,102) (54,465) (97,567)
Appropriations Used (1,638,458) (8,631,942) (10,270,400) (665,766) (8,776,595) (9,442,361)
Total Budgetary Financing Sources (1,730,310) (772,913) (2,503,223) (708,868) (2,953,667) (3,662,535)
Unexpended Appropriations - Ending Balance 1,660,141 5,056,293 6,716,434 3,390,451 5,829,206 9,219,657
NET POSITION $ 11,599,810 $ 14,116,424 $ 25,716,234 $ 13,463,967 $ 13,343,946 $ 26,807,913

The accompanying notes are an integral part of these financial statements.
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United States Department of Commerce Combined Statements of Budgetary Resources
For the Years Ended September 30, 2012 and 2011 (Note 18) (In Thousands)

FY 2012 FY 2011
Non-budgetary Credit Non-budgetary Credit
Budgetary Program Financing Accounts Budgetary Program Financing Accounts

BUDGETARY RESOURCES:
Unobligated Balance, Brought Forward, October 1 $ 9,995,115 $ 86 $ 12,155,652 $ 873
Adjustments to Unobligated Balance, Brought Forward 3 (1) 2 (1)
Unobligated Balance Brought Forward, October 1, as Adjusted 9,995,118 85 12,155,654 872
Actual Recoveries of Prior-years Unpaid Obligations 298,066 4,561 323,886 98,196
Actual Nonexpenditure Transfers of Unobligated Balance, Net 17,329 - 21,056 -
Borrowing Authority Withdrawn - (4,561) - (97,570)
Other Changes in Unobligated Balance, Net (134,689) - (97,678) -
Unobligated Balance From Prior-years Budget Authority, Net 10,175,824 85 12,402,918 1,498
Appropriations 8,035,812 - 5,939,022 -
Borrowing Authority 2,638 71,668 - 77,597
Spending Authority From Offsetting Collections 4,270,868 33,701 3,947,942 30,057
TOTAL BUDGETARY RESOURCES $ 22,485,042 $ 105,454 $ 22,289,882 $ 109,152
STATUS OF BUDGETARY RESOURCES:
Obligations Incurred $ 12,132,645 $ 105,452 $ 12,294,767 $ 109,066
Unobligated Balance, End of Year

Apportioned 1,157,028 - 581,374 -

Exempt From Apportionment 136,995 - 392,735 -

Unapportioned 9,058,374 2 9,021,006 86
Total Unobligated Balance, End of Year 10,352,397 2 9,995,115 86
TOTAL STATUS OF BUDGETARY RESOURCES $ 22,485,042 $ 105454 $ 22,289,882 $ 109,152
CHANGE IN UNPAID OBLIGATED BALANCE, NET:
Unpaid Obligations:
Unpaid Obligations, Brought Forward, October 1 $ 11,152,608 $ 145,079 $ 13,171,979 $ 229,115
Adjustments to Unpaid Obligations, Brought Forward 153 4 - -
Obligations Incurred 12,132,645 105,452 12,294,767 109,066
Outlays, Gross (14,638,956) (115,838) (13,990,252) (94,906)
Actual Recoveries of Prior-years Unpaid Obligations (298,066) (4,561) (323,886) (98,196)
UNPAID OBLIGATIONS, END OF YEAR $ 8,348,384 $ 130,136 $ 11,152,608 $ 145,079
Uncollected Customer Payments:
Uncollected Customer Payments, Brought Forward, October 1 $  (646,248) $ (390) $ (523,383 $ (735)
Adjustments to Uncollected Customer Payments, Brought Forward (158) (1) - -
Change in Uncollected Customer Payments 38,076 (103) (122,865) 345
UNCOLLECTED CUSTOMER PAYMENTS, END OF YEAR $  (608,330) $ (494) $ (646,248) $ (390)
Unpaid Obligated Balance, Net, Brought Forward, October 1 10,506,360 144,689 12,648,596 228,380
Unpaid Obligated Balance, Net, End of Year 7,740,054 129,642 10,506,360 144,689
BUDGET AUTHORITY, NET:
Budget Authority, Gross $ 12,309,218 $ 105,369 $ 9,886,964 $ 107,654
Actual Offsetting Collections (4,304,870) (104,012) (4,026,213) (72,048)
Change in Uncollected Customer Payments 38,076 (103) (122,865) 345
BUDGET AUTHORITY, NET $ 8,042,424 $ 1,254 $ 5,737,886 $ 35,951
OUTLAYS, NET:
Outlays, Gross $ 14,638,956 $ 115,838 $ 13,990,252 $ 94,906
Actual Offsetting Collections (4,304,870) (104,012) (4,026,213) (72,048)
Outlays, Net 10,334,086 11,826 9,964,039 22,858
Distributed Offsetting (Receipts)/Outlays, Net (62,667) - (33,570) -
AGENCY OUTLAYS, NET $ 10,271,419 $ 11,826 $ 9,930,469 $ 22,858

The accompanying notes are an integral part of these financial statements.

176 FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT



NOTES TO THE FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS
(All Tables are Presented in Thousands)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

() Reporting Entity

Establishedin 1903 to promote U.S. business and trade, the Department's broad range of responsibilities includes predicting

the weather, granting patents and registering trademarks, measuring economic growth, gathering and disseminating
statistical data, expanding U.S. exports, developing innovative technologies, helping local communities improve their economic
development capabilities, promoting minority entrepreneurial activities, and monitoring the stewardship of national assets.
The Department is composed of 12 bureaus, the Emergency Oil and Gas and Steel Loan Guarantee Programs, and Departmental
Management.

T he Department of Commerce (the Department) is a cabinet-level agency of the Executive Branch of the U.S. government.

For the Consolidating Statements of Net Cost (see Note 17), the Department’s entities have been grouped together as follows:

® National Oceanic and Atmospheric Administration (NOAA)
® U.S. Patent and Trademark Office (USPTO)
® FEconomics and Statistics Administration (ESA) — based on organizational structure
® Bureau of Economic Analysis (BEA)
® Census Bureau
® National Institute of Standards and Technology (NIST)
® National Telecommunications and Information Administration (NTIA)
® Others
® Bureau of Industry and Security (BIS)
® Economic Development Administration (EDA)
® Emergency Oil and Gas and Steel Loan Guarantee Programs (ELGP)
® |nternational Trade Administration (ITA)
® Minority Business Development Agency (MBDA)

® National Technical Information Service (NTIS)
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® Departmental Management (DM)
® Franchise Fund
® Gifts and Bequests (G&B)
® Herbert C. Hoover Building Renovation Project (HCHB)
® (Office of Inspector General (OIG)
® Salaries and Expenses (S&E)

® \Working Capital Fund (WCF)

( Basis of Accounting and Presentation

The Department'’s fiscal year ends September 30. These financial statements reflect both accrual and budgetary accounting
transactions. Under the accrual method of accounting, revenues are recognized when earned and expenses are recognized
when incurred, without regard to the receipt or payment of cash. Budgetary accounting is designed to recognize the obligation
of funds according to legal requirements, which in many cases is made prior to the occurrence of an accrual-based transaction.
Budgetary accounting is essential for compliance with legal constraints and controls over the use of federal funds.

These financial statements have been prepared from the accounting records of the Department in conformance with U.S.
generally accepted accounting principles (GAAP) and the form and content for entity financial statements specified by the
Office of Management and Budget (OMB) in Revised Circular No. A-136, Financial Reporting Requirements. GAAP for federal
entities are the standards prescribed by the Federal Accounting Standards Advisory Board, which is the official body for setting
the accounting standards of the U.S. government.

Throughout these financial statements, intragovernmental assets, liabilities, earned revenue, and costs have been classified
according to the type of entity with whom the transactions were made. Intragovernmental assets and liabilities are those from
or to other federal entities. Intragovernmental earned revenue represents collections or accruals of revenue from other federal
entities, and intragovernmental costs are payments or accruals to other federal entities.

The Department has allocation transfer transactions with other federal agencies as both a transferring (parent) entity and
as a receiving (child) entity. Allocation transfers are legal delegations by one department of its authority to obligate budget
authority and outlay funds to another department. A separate fund account (allocation account) is created in the U.S. Treasury
as a subset of the parent fund account for tracking and reporting purposes. All allocation transfers of balances are credited
to this account, and subsequent obligations and outlays incurred by the child entity are charged to this allocation account as
they execute the delegated activity on behalf of the parent entity. Generally, all financial activity related to these allocation
transfers (e.g. budget authority, obligations, and outlays) is reported in the financial statements of the parent entity, from
which the underlying legislative authority, appropriations, and budget apportionments are derived. EDA allocates funds, as the
parent, to the U.S. Department of Agriculture’s Rural Development Administration. Therefore, all financial activity related to
these EDA funds are reported in the Department'’s financial statements. NOAA, EDA, Census Bureau, and BEA have received
allocation transfers, as the child, from the General Services Administration (GSA), Environmental Protection Agency, Delta
Regional Authority, Appalachian Regional Commission, and Northern Border Regional Commission. Activity relating to these
child allocation transfers is not reported in the Department’s financial statements, except that the Department has recognized
Imputed Costs and Imputed Financing Sources From Cost Absorbed by Others for expenses, as the child, under GSA's Federal
Buildings Funds.
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® Earmarked Funds

Earmarked funds are financed by specifically identified revenues, often supplemented by other financing sources, which remain
available over time. These specifically identified revenues and other financing sources are required by statute to be used for
designated activities, benefits, or purposes, and must be accounted for separately from the government's general revenues.
Earmarked funds include general funds, public enterprise revolving funds (not including credit reform financing funds), special
funds, and a trust fund. (See Note 21, Earmarked Funds.)

(® Elimination of Intra-entity and Intra-Departmental Transactions and Balances

Transactions and balances within a reporting entity (intra-entity) have been eliminated from the financial statements, except
as noted below. Transactions and balances among the Department'’s entities (intra-Departmental) have been eliminated from
the Consolidated Balance Sheets, the Consolidated Statements of Net Cost, and the Consolidated Statements of Changes in
Net Position. The Statements of Budgetary Resources are presented on a combined basis; therefore, intra-Departmental and
intra-entity transactions and balances have not been eliminated from these statements.

(@ Fund Balance with Treasury

Fund Balance with Treasury is the aggregate amount of funds in the Department’s accounts with the U.S. Department of the
Treasury (Treasury). Deposit Funds include amounts held in customer deposit accounts.

Treasury processes cash receipts and disbursements for the Department’s domestic operations. Cash receipts and disbursements
for the Department’s overseas operations are primarily processed by the U.S. Department of State's financial service centers.

( Accounts Receivable, Net

Accounts Receivable are recognized primarily when the Department performs reimbursable services or sells goods. Accounts
Receivable are reduced to net realizable value by an Allowance for Uncollectible Accounts. This allowance is estimated
periodically using methods such as the identification of specific delinquent receivables, and the analysis of aging schedules and
historical trends adjusted for current market conditions.

@® Advances and Prepayments

Advances are payments the Department has made to cover a part or all of a grant recipient’s anticipated expenses, or are advance
payments for the cost of goods and services to be acquired. For grant awards, the recipient is required to periodically (monthly or
quarterly) report the amount of costs incurred. Prepayments are payments the Department has made to cover certain periodic
expenses before those expenses are incurred, such as subscriptions and rent. Advances and Prepayments are included in
Other Assets.

(D Direct Loans and Loan Guarantees, Net

A direct loan is recorded as a receivable after the Department disburses funds to a borrower. The Department also makes loan
guarantees with respect to the payment of all or part of the principal or interest on debt obligations of non-federal borrowers to
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non-federal lenders. A borrower-defaulted loan guaranteed by the Department is recorded as a receivable from the borrower
after the Department disburses funds to the lender.

Interest Receivable generally represents uncollected interest income earned on loans. For past-due loans, only up to 180 days
of interest income is generally recorded.

Foreclosed Property is acquired primarily through foreclosure and voluntary conveyance, and is recorded at the fair market value
at the time of acquisition. Foreclosed Property is adjusted to the current fair market value each fiscal year-end.

Direct Loans and Loan Guarantees Obligated before October 1, 1991 (pre-FY 1992): Loans Receivable are reduced by an Allowance
for Loan Losses, which is based on an analysis of each loan's outstanding balance. The value of each receivable, net of any
Allowance for Loan Losses, is supported by the values of pledged collateral and other assets available for liquidation, and by the
Department’s analysis of financial information of parties against whom the Department has recourse for the collection of these
receivables.

The Economic Development Revolving Fund is required to make annual interest payments to Treasury after each fiscal year-end,
based on its outstanding receivables as of September 30.

Direct Loans and Loan Guarantees Obligated after September 30, 1991 (post-FY 1991): Post-FY 1991 obligated direct loans and loan
guarantees and the resulting receivables are governed by the Federal Credit Reform Act of 1990.

For a direct or guaranteed loan disbursed during a fiscal year, a subsidy cost is initially recognized. Subsidy costs are intended
to estimate the long-term cost to the U.S. government of its loan programs. The subsidy cost equals the present value of
estimated cash outflows over the life of the loan, minus the present value of estimated cash inflows, discounted at the applicable
Treasury interest rate. Administrative costs such as salaries are not included in the subsidy costs. Subsidy costs can arise from
interest rate differentials, interest subsidies, delinquencies and defaults, loan origination and other fees, and other cash flows.
The Department calculates its subsidy costs based on a model created and provided by OMB.

A Loan Receivable is recorded at the present value of the estimated cash inflows less cash outflows. The difference between
the outstanding principal of the loan and the present value of its net cash inflows is recorded as the Allowance for Subsidy Cost.
A subsidy reestimate is normally performed annually, as of September 30. The subsidy reestimate takes into account all factors
that may have affected the estimated cash flows. Any adjustment resulting from the reestimate is recognized as a subsidy
expense (or a reduction in subsidy expense). The portion of the Allowance for Subsidy Cost related to subsidy modifications and
reestimates is calculated annually, as of September 30.

The amount of any downward subsidy reestimates as of September 30 must be disbursed to Treasury in the subsequent
fiscal year. Appropriations are normally obtained in the following fiscal year for any upward subsidy reestimates.

@ Inventory, Materials, and Supplies, Net

Inventory, Materials, and Supplies, Net are stated at the lower of cost or net realizable value primarily under the average,
weighted-average, and first-in, first-out methods, and are adjusted for the results of physical inventories. Inventory, Materials,
and Supplies are expensed when consumed. There are no restrictions on their sale, use, or disposition.
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O General Property, Plant, and Equipment, Net

General Property, Plant, and Equipment, Net (General PP&E) is composed of capital assets used in providing goods or services.
General PP&E is stated at full cost, including all costs related to acquisition, delivery, and installation, less Accumulated
Depreciation. General PP&E also includes assets acquired through capital leases, which are initially recorded at the amount
recognized as a liability for the capital lease at its inception.

Capitalization Threshold: The Department’s general policy is to capitalize General PP&E if the initial acquisition price is $25 thousand
or more and the useful life is two years or more. NOAA, NIST and USPTO are an exception to this policy, based on a cost
vs. benefits and materiality analysis given the size of these bureaus, having a capitalization threshold of $200 thousand and
$50 thousand for NOAA, and NIST and USPTO respectively. General PP&E with an acquisition cost less than the capitalization
threshold is expensed when purchased. All bureaus other than NOAA have a personal property bulk purchase capitalization
threshold of $250 thousand, and NOAA has a personal property bulk purchase capitalization threshold of $1 million.

Depreciation: Depreciation is recognized on a straight-line basis over the estimated useful life of the asset with the exception of
leasehold improvements, which are depreciated over the remaining life of the lease or over the useful life of the improvement,
whichever is shorter. Land and Construction-in-progress are not depreciated.

Real Property: GSA provides most of the facilities in which the Department operates, and generally charges rent based on
comparable commercial rental rates. Accordingly, GSA-owned properties are not included in the Department’'s General PP&E.
The Department’s real property primarily consists of facilities for NIST and NOAA. Land Improvements consist of a retaining wall
to protect against shoreline erosion.

Construction-in-progress: Costs for the construction, modification, or modernization of General PP&E are initially recorded as
Construction-in-progress. The Department’s construction-in-progress consists primarily of satellites under development for
NOAA, and major laboratory renovations and construction projects under development for NIST. Upon completion of the work,
the costs are transferred to the appropriate General PP&E account.

(3 Notes Receivable

Notes Receivable, included in Other Assets, arise through the NOAA sale of foreclosed property to non-federal parties.
The property is used as collateral, and an Allowance for Uncollectible Amounts is established if the net realizable value of
the collateral is less than the outstanding balance of the Notes Receivable. An analysis of the collectability of receivables
is performed periodically. Any gains realized through the sale of foreclosed property are initially deferred and recognized in
proportion to the percentage of principal repaid.

(O Non-entity Assets

Non-entity assets are assets held by the Department that are not available for use in its operations. Non-entity Fund Balance
with Treasury includes customer deposits held by the Department until customer orders are received, and monies payable to the
Treasury General Fund for custodial activity and for loan programs. Non-entity Direct Loans and Loan Guarantees, Net includes
EDA's Drought Loan Portfolio. The Portfolio collections are submitted to Treasury monthly.
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(@ Liabilities

A liability for federal accounting purposes is a probable and measurable future outflow or other sacrifice of resources as a result
of past transactions or events.

Accounts Payable: Accounts Payable are amounts primarily owed for goods, services, or capitalized assets received, progress on
contract performance by others, and other expenses due.

Debt to Treasury: The Department has borrowed funds from Treasury through the Fisheries Finance Financing Account for
various NOAA direct loan programs, through the Fishing Vessel Obligation Guarantee (FVOG) loan guarantee program, and
through NTIA's Public Safety Trust Fund, and State and Local Implementation Fund. To simplify interest calculations, the
Fisheries Finance Financing Account and FVOG borrowings are dated October 1. Interest rates are based on a weighted
average of rates during the term of the borrowed funds. The weighted average rate for each cohort's borrowing is recalculated
at the end of each fiscal year during which disbursements are made. Annual interest payments on unpaid principal balances
as of September 30 are required. Principal repayments are required only at maturity, but are permitted at any time during the
term of the loan. The Department’s primary financing source for repayments of Debt to Treasury is the collection of principal
on the associated Loans Receivable, and deposits from public safety communications and electromagnetic spectrum auction
proceeds. Balances of any borrowed but undisbursed Fisheries Finance Financing Account and FVOG funds will earn interest
at the same rate used in calculating interest expense. The amount borrowed by NTIA are interest-free. The amount, reported
for Debt to Treasury includes accrued interest payable.

Resources Payable to Treasury: Resources Payable to Treasury includes liquidating fund assets in excess of liabilities that are being
held as working capital for the Economic Development Revolving Fund loan programs and the FVOG loan guarantee program.
EDA's Drought Loan Portfolio is a non-entity asset; therefore, the amount of the Portfolio is also recorded as a liability to the
Treasury General Fund. The Portfolio collections are returned to the Treasury General Fund annually, and the liability is reduced
accordingly.

Unearned Revenue: Unearned Revenue is the portion of monies received for which goods and services have not yet been provided
or rendered by the Department. Revenue is recognized as reimbursable costs are incurred, and the Unearned Revenue balance
is reduced accordingly. Unearned Revenue also includes the balances of customer deposit accounts held by the Department.
The intragovernmental Unearned Revenue primarily relates to monies collected in advance under reimbursable agreements.
The majority of the Unearned Revenue with the public represents patent and trademark application and user fees that are
pending action.

Accrued FECA Liability: The Federal Employees Compensation Act (FECA) provides income and medical cost protection to
covered federal civilian employees injured on the job, to employees who have incurred work-related occupational diseases, and
to beneficiaries of employees whose deaths are attributable to job-related injuries or occupational diseases. The FECA program
is administered by the U.S. Department of Labor (DOL), which pays valid claims against the Department and subsequently
seeks reimbursement from the Department for these paid claims. Accrued FECA Liability, included in Intragovernmental Other
Liabilities, represents amounts due to DOL for claims paid on behalf of the Department.

Loan Guarantee Liabilities: Post-FY 1991 obligated loan guarantees are governed by the Federal Credit Reform Act of 1990. For a
guaranteed loan disbursed during a fiscal year, a subsidy cost is initially recognized. Subsidy costs are intended to estimate the
long-term cost to the U.S. government of its loan programs. The subsidy cost equals the present value of estimated cash outflows
over the lives of the loans, minus the present value of estimated cash inflows, discounted at the applicable Treasury interest rate.
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Administrative costs such as salaries are not included in the subsidy costs. Subsidy costs can arise from interest rate differentials,
interest subsidies, delinquencies and defaults, loan origination and other fees, and other cash flows. The Department calculates
its subsidy costs based on a model created and provided by OMB.

For a non-acquired guaranteed loan outstanding, the present value of the estimated cash inflows less cash outflows of the loan
guarantee is recognized as a Loan Guarantee Liability. The Loan Guarantee Liability is normally reestimated annually each year,
as of September 30. The subsidy reestimate takes into account all factors that may have affected the estimated cash flows.
Any adjustment resulting from the reestimate is recognized as a subsidy expense (or a reduction in subsidy expense).

Federal Employee Benefits:

Actuarial FECA Liability: Actuarial FECA Liability represents the liability for future workers’ compensation (FWC) benefits, which
includes the expected liability for death, disability, medical, and miscellaneous costs for approved cases. The liability is determined
by DOL annually, as of September 30, using a method that utilizes historical benefits payment patterns related to a specific
incurred period to predict the ultimate payments related to that period. The projected annual benefit payments are discounted to
present value using OMB's economic assumptions for ten-year Treasury notes and bonds. To provide more specifically for the
effects of inflation on the liability for FWC benefits, wage inflation factors (Cost of Living Allowance) and medical inflation factors
(Consumer Price Index - Medical) are applied to the calculation of projected future benefits. These factors are also used to adjust
historical payments of benefits by the Department to current-year constant dollars.

The model's resulting projections are analyzed by DOL to ensure that the amounts are reliable. The analysis is based on two
tests: (1) a comparison of the percentage change in the liability amount by agency to the percentage change in the actual
payments; and (2) a comparison of the ratio of the estimated liability to the actual payment of the beginning year calculated for
the current projection to the liability-payment ratio calculated for the prior projection.

NOAA Corps Retirement System Liability and NOAA Corps Post-retirement Health Benefits Liability: These liabilities are recorded at
the actuarial present value of projected benefits, calculated annually, as of September 30. The actuarial cost method used to
determine these liabilities is the aggregate entry age normal method. Under this method, the actuarial present value of projected
benefits is allocated on a level basis over the earnings or the service of the group between entry age and assumed exit ages.
The portion of this actuarial present value allocated to the valuation year is called the normal cost. For purposes of calculating
the normal cost, certain actuarial assumptions utilized for the actual valuation of U.S. Military Retirement System are used.
Actuarial gains and losses, and prior and past service costs, if any, are recognized immediately in the year they occur, without
amortization. The medical claim rates used for the NOAA Corps Post-retirement Health Benefits Liability actuarial calculations
are based on the claim rates used for the U.S. Department of Defense Medicare-Eligible Retiree Health Care Fund actuarial
valuations. Demographic assumptions appropriate to covered personnel are also used. For background information about these
plans, see Note 1.Q, Employee Retirement Benefits.

Environmental and Disposal Liabilities: NIST operates a nuclear reactor licensed by the U.S. Nuclear Regulatory Commission, in
accordance with NIST's mission of setting standards and examining new technologies. The Department currently estimates the
cost of decommissioning this facility to be $75.3 million. The NIST decommissioning estimate includes an assumption that an
offsite waste disposal facility will become available, when needed, estimated in 2029. Currently, an offsite disposal location has
not been identified, and the NIST environmental liability cost estimate includes an amount approved by the Nuclear Regulatory
Commission for offsite waste disposal. The total estimated decommissioning cost is being accrued on a straight-line basis over
the expected life of the facility. Under current legislation, funds to cover the expense of decommissioning the facility’s nuclear
reactor should be requested in a separate appropriation when the decommissioning date becomes relatively certain.
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The Department has incurred cleanup costs related to the costs of removing, containing, and/or disposing of hazardous waste
from facilities used by NOAA. The Department has estimated its liabilities for environmental cleanup costs at all NOAA-used
facilities, including the decommissioning of ships. The largest of NOAA's environmental liabilities relates to the clean-up of the
Pribilof Islands in Alaska, which contains waste from the U.S. Department of Defense’s use during World War Il. The Department
does not recognize a liability for environmental cleanup costs for NOAA-used facilities that are less than $25 thousand per project.
When an estimate of cleanup costs includes a range of possible costs, the most likely cost is reported. \WWhen no cost is more
likely than another, the lowest estimated cost in the range is reported. The liability is reduced as progress payments are made.

The Department may have liabilities associated with asbestos-containing materials (ACM) and lead-based paints (LBP) at certain
NOAA facilities. The Department has scheduled surveys to assess the potential for liabilities for ACM and LBP contamination.
All known issues, however, are contained, and NOAA facilities meet current environmental standards. No cost estimates are
presently available for facilities that have not yet been assessed for ACM or LBP issues.

Accrued Payroll and Annual Leave: These categories include salaries, wages, and other compensation earned by employees, but
not disbursed as of September 30. Annually, as of September 30, the balances of Accrued Annual Leave are adjusted to reflect
current pay rates. Sick leave and other types of non-vested leave are expensed as taken.

Accrued Grants: The Department administers a diverse array of financial assistance programs and projects concerned with the entire
spectrum of business and economic development efforts that promote activities such as expanding U.S. exports, creating jobs,
contributing to economic growth, developing innovative technologies, promoting minority entrepreneurship, protecting coastal
oceans, providing weather services, managing worldwide environmental data, and using telecommunications and information
technologies to better provide public services. Disbursements of funds under the Department'’s grant programs are generally
made when requested by grantees. These drawdown requests may be received and fulfilled before grantees make the program
expenditures. When the Department has disbursed funds but the grant recipient has not yet reported expenditures, these
disbursements are recorded as advances. If a recipient, however, reports program expenditures that have not been advanced
by the Department by September 30, such amounts are recorded as grant expenses and grants payable as of September 30.

Capital Lease Liabilities: Capital leases are leases for property, plant, and equipment that transfer substantially all the benefits and
risks of ownership to the Department.

ITA Foreign Service Nationals’ Voluntary Separation Pay: This liability, included in Other Liabilities, is based on the salaries and benefit
statuses of employees in countries where governing laws require a provision for separation pay.

Contingent Liahilities and Contingencies: A contingency is an existing condition, situation, or set of circumstances involving
uncertainty as to possible gain or loss. The uncertainty will ultimately be resolved when one or more future events occur or falil
to occur. A contingent liability (included in Other Liabilities) and an expense are recognized when a past event has occurred, and
a future outflow or other sacrifice of resources is measurable and probable. A contingency is considered probable when the
future confirming event or events are more likely than not to occur, with the exception of pending or threatened litigation and
unasserted claims. For pending or threatened litigation and unasserted claims, the future confirming event or events are likely
to occur. A contingency is disclosed in the Notes to the Financial Statements if any of the conditions for liability recognition are
not met and there is at least a reasonable possibility that a loss or an additional loss may have been incurred. A contingency is
considered reasonably possible when the chance of the future confirming event or events occurring is more than remote but less
than probable. A contingency is not recognized as a contingent liability and an expense nor disclosed in the Notes to the Financial
Statements when the chance of the future event or events occurring is remote. A contingency is considered remote when the
chance of the future event or events occurring is slight.
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Liabilities Not Covered by Budgetary Resources: These are liabilities for which congressional actions are needed before budgetary
resources can be provided. The Department anticipates that liabilities not covered by budgetary resources will be funded from
future budgetary resources when required. These amounts are detailed in Note 15.

Under accrual accounting, the expense for annual leave is recognized when the leave is earned. However, for most of the
Department'’s fund groups, appropriations are provided to pay for the leave when it is taken. As a result, budgetary resources do
not cover a large portion of Accrued Annual Leave.

The Department generally receives budgetary resources for Federal Employee Benefits when they are needed for
disbursements.

Q@ Commitments

Commitments are preliminary actions that will ultimately result in an obligation to the U.S. government if carried through, such
as purchase requisitions, estimated travel orders, or unsigned contracts/grants. Major long-term commitments are disclosed in
Note 16, Commitments and Contingencies.

@® Net Position

Net Position is the residual difference between assets and liabilities, and is composed of Unexpended Appropriations and
Cumulative Results of Operations.

Unexpended Appropriations represent the total amount of unexpended budget authority that is classified as appropriations, both
obligated and unobligated. Unexpended Appropriations is increased for Appropriations Received, is reduced for Appropriations
Used, and is adjusted for other changes in appropriations, such as transfers and rescissions. Cumulative Results of Operations
is the net result of the Department’s operations since inception.

(@ Revenues and Other Financing Sources

Appropriations Used: Most of the Department'’s operating funds are provided by congressional appropriations of budget authority.
The Department receives appropriations on annual, multiple-year, and no-year bases. Upon expiration of an annual or multiple-
year appropriation, the obligated and unobligated balances retain their fiscal year identity, and are maintained separately within
an expired account. The unobligated balances can be used to make legitimate obligation adjustments, but are otherwise not
available for expenditures. Annual and multiple-year appropriations are canceled at the end of the fifth year after expiration.
No-year appropriations do not expire. Appropriations of budget authority are recognized as used when costs are incurred, for
example, when goods and services are received or benefits and grants are provided.

Exchange and Non-exchange Revenue: The Department classifies revenue as either exchange revenue or non-exchange revenue.
Exchange revenue is derived from transactions in which both the government and the other party receive value, including
processing patents and registering trademarks, the sale of weather data, nautical charts, and navigation information, and other
sales of goods and services. This revenue is presented on the Department's Consolidated Statements of Net Cost, and serves
to reduce the reported cost of operations borne by the taxpayer. Non-exchange revenue is derived from the government'’s
sovereign right to demand payment, including fines for violations of fisheries and marine protection laws. Non-exchange revenue
is recognized when a specifically identifiable, legally enforceable claim to resources arises, and to the extent that collection is
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probable and the amount is reasonably estimable. This revenue is not considered to reduce the cost of the Department's
operations and is therefore reported on the Consolidated Statements of Changes in Net Position.

In certain cases, law or regulation sets the prices charged by the Department, and, for program and other reasons, the Department
may not receive full cost (e.g., the processing of patents and registering of trademarks, and the sale of weather data, nautical
charts, and navigation information). Prices set for products and services offered through the Department’s working capital funds
are intended to recover the full costs incurred by these activities.

Imputed Financing Sources from Cost Absorbed by Others (and Related Imputed Costs): In certain cases, operating costs of the
Department are paid for in full or in part by funds appropriated to other federal entities. For example, Civil Service Retirement
System pension benefits for applicable Departmental employees are paid for in part by the U.S. Office of Personnel Management
(OPM), and certain legal judgments against the Department are paid for in full from the Judgment Fund maintained by Treasury.
The Department includes applicable Imputed Costs on the Consolidated Statements of Net Cost. In addition, an Imputed
Financing Source from Cost Absorbed by Others is recognized on the Consolidated Statements of Changes in Net Position.

Transfers In/(Out): Intragovernmental transfers of budget authority (i.e., appropriated funds) or of assets without reimbursement
are recorded at book value.

@® Employee Retirement Benefits

Civil Service Retirement System (CSRS) and Federal Employees Retirement System (FERS): Most employees of the Department participate
in either the CSRS or FERS defined-benefit pension plans. FERS went into effect on January 1, 1987. FERS and Social Security
automatically cover most employees hired after December 31, 1983. Employees hired prior to January 1, 1984 could elect to
either join FERS and Social Security, or remain in CSRS.

The Department is not responsible for and does not report CSRS or FERS assets, accumulated plan benefits, or liabilities
applicable to its employees. OPM, which administers the plans, is responsible for and reports these amounts.

For CSRS-covered regular employees, the Department was required to make contributions to the plan equal to 7 percent of an
employee’s basic pay. Employees contributed 7 percent of basic pay. For each fiscal year, OPM calculates the U.S. government’s
service cost for covered employees, which is an estimate of the amount of funds, that, if accumulated annually and invested over
an employee's career, would be enough to pay that employee's future benefits. Since the U.S. government’s estimated service
cost exceeds contributions made by employer agencies and covered employees, this plan is not fully funded by the Department
and its employees. The Department has recognized an Imputed Cost and an Imputed Financing Source From Cost Absorbed by
Others for the difference between the estimated service cost and the contributions made by the Department and its covered
employees.

For FERS-covered regular employees, the Department was required to make contributions of 11.9 percent and 11.7 percent
of basic pay for FY 2012 and FY 2011, respectively. Employees contributed 0.8 percent of basic pay. For each fiscal year, OPM
calculates the U.S. government’s service cost for covered employees. Since the U.S. government’s estimated service cost
exceeds contributions made by employer agencies and covered employees, this plan was not fully funded by the Department
and its employees. The Department has recognized an Imputed Cost and an Imputed Financing Source From Cost Absorbed by
Others for the difference between the estimated service cost and the contributions made by the Department and its covered
employees.
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Employees participating in FERS are covered under the Federal Insurance Contributions Act (FICA), for which the Department
contributes a matching amount to the Social Security Administration.

NOAA Corps Retirement System: Active-duty officers of the NOAA Corps are covered by the NOAA Corps Retirement System,
an unfunded, pay-as-you-go, defined-benefit plan administered by the Department. Participants do not contribute to this plan.
Plan benefits are based primarily on years of service and compensation. Participants, as of September 30, 2012, included 311 active
duty officers, 364 nondisability retiree annuitants, 17 disability retiree annuitants, and 50 surviving families. Key provisions include
voluntary nondisability retirement after 20 years of active service, disability retirement, optional survivor benefits, Consumer Price
Index (CPI) optional survivor benefits, and CPI adjustments for benefits.

Foreign Service Retirement and Disability System, and the Foreign Service Pension System: Foreign Commercial Officers are
covered by the Foreign Service Retirement and Disability System and the Foreign Service Pension System. ITA makes
contributions to the systems based on a percentage of an employee’s pay. Both systems are multi-employer plans
administered by the U.S. Department of State. The Department is not responsible for and does not report plan assets,
accumulated plan benefits, or liabilities applicable to its employees. The U.S. Department of State, which administers the
plan, is responsible for and reports these amounts.

Thrift Savings Plan (TSP): Employees covered by CSRS and FERS are eligible to contribute to the U.S. government’s TSP,
administered by the Federal Retirement Thrift Investment Board. A TSP account is automatically established for FERS-
covered employees, and the Department makes a mandatory contribution of one percent of basic pay. The Department also
makes matching contributions of up to four percent of basic pay for FERS-covered employees. FERS and CSRS-covered
employees have no limit on the percentage of pay contributed to their TSP account. However, the total contribution for
2012 may not exceed the IRS limit of $17 thousand. The Department makes no matching contributions for CSRS-covered
employees. TSP participants age 50 or older who are already contributing the maximum amount of contributions for which
they are eligible may also make catch-up contributions, subject to the IRS dollar limit for catch-up contributions.

Federal Employees Health Benefit (FEHB) Program: Most Departmental employees are enrolled in the FEHB Program, which provides
post-retirement health benefits. OPM administers this program and is responsible for the reporting of liabilities. Employer agencies
and covered employees are not required to make any contributions for post-retirement health benefits. OPM calculates the U.S.
government'’s service cost for covered employees each fiscal year. The Department has recognized the entire service cost of
these post-retirement health benefits for covered employees as an Imputed Cost and an Imputed Financing Source From Cost
Absorbed by Others.

NOAA Corps Post-retirement Health Benefits: Active-duty officers of the NOAA Corps are covered by the health benefits program for
the NOAA Corps, which provides post-retirement health benefits. This is a pay-as-you-go plan administered by the Department.
Participants do not make any contributions to this plan.

Federal Employees Group Life Insurance (FEGLI) Program: Most Department employees are entitled to participate in the FEGLI
Program. Participating employees can obtain basic term life insurance, with the employee paying two-thirds of the cost and the
Department paying one-third. Additional coverage is optional, to be paid fully by the employee. The basic life coverage may be
continued into retirement if certain requirements are met. OPM administers this program and is responsible for the reporting of
liabilities. For each fiscal year, OPM calculates the U.S. government's service cost for the post-retirement portion of basic life
coverage. Because the Department’s contributions to the basic life coverage are fully allocated by OPM to the pre-retirement
portion of coverage, the Department has recognized the entire service cost of the post-retirement portion of basic life coverage
as an Imputed Cost and an Imputed Financing Source From Cost Absorbed by Others.
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( Use of Estimates

The preparation of financial statements requires the Department to make estimates and assumptions that affect these financial
statements. Actual results may differ from those estimates.

© Tax Status

The Department is not subject to federal, state, or local income taxes. Accordingly, no provision for income taxes is recorded.

@ Fiduciary Activities

Fiduciary activities are the collection or receipt, and the management, protection, accounting, and disposition by the U.S. government
of cash or other assets in which non-federal individuals or entities have an ownership interest that the U.S. government must
uphold. Fiduciary cash and other assets are not assets of the U.S. government, and, accordingly, are not recognized in the
accompanying consolidated financial statements.

The Department's fiduciary activities consist of the following:

The Patent Cooperation Treaty authorizes USPTO to collect patent filing and search fees on behalf of the World Intellectual
Property Organization (WIPO), European Patent Office, Korean Intellectual Property Office, and the Australian Patent Office,
from U.S. citizens requesting an international patent. The Madrid Protocol Implementation Act authorizes USPTO to collect
trademark application fees on behalf of the International Bureau of WIPO from U.S. citizens requesting an international trademark.
These fiduciary activities are reported in Note 20.
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Fund Balance with Treasury, by type, is as follows:

General Funds
Revolving Funds
Special Funds

Digital Television Transition and Public Safety Fund

Patent and Trademark Surcharge Fund

Others
Deposit Funds
Trust Funds

Other Fund Types

Total

Status of Fund Balance with Treasury is as follows:

Temporarily Precluded From Obligation

Unobligated Balance

Available
Unavailable

Obligated Balance Not Yet Disbursed

Non-budgetary

Total

FY 2012 FY 2011
$ 8,987,526 $ 11,214,030
970,075 957,367
8,842,490 9,062,212
233,629 233,629
83,948 76,244
138,405 126,983
4,611 1,407
697 (10,742)
$ 19,261,281 $ 21,661,030
FY 2012 FY 2011
$ 796,526 $ 810,049
1,293,699 973,765
9,058,369 9,021,092
7,740,057 10,506,354
372,630 349,770
$ 19,261,281 $ 21,661,030

See Note 18, Combined Statements of Budgetary Resources, for legal arrangements affecting the Department’s
use of Fund Balance with Treasury for FY 2012 and FY 2011.
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 3. ACCOUNTS RECEIVABLE, NET

FY 2012
Accounts Allowance for Accounts
Receivable, Uncollectible Receivable,
Gross Accounts Net
Intragovernmental $ 116,009 $ - $ 116,009
With the Public $ 116,327 $ (11,386) $ 104,941
FY 2011
Accounts Allowance for Accounts
Receivable, Uncollectible Receivable,
Gross Accounts Net
Intragovernmental $ 98,360 $ - $ 98,360
With the Public $ 152,642 $ (11,796) $ 140,846

As a major partner in the federal response to the 2010 Deepwater Horizon oil spill, NOAA has incurred certain costs for providing
coordinated scientific weather and biological response services to that region, for which it expects to be reimbursed. NOAA has
receivables from the Coast Guard (Intragovernmental) totaling $11.5 million and $33.5 million for response and removal activities
as of September 30, 2012 and 2011, respectively. NOAA also has receivables from an oil company (With the Public) for
restoration activities totaling $66.0 million and $94.8 million as of September 30, 2012 and 2011, respectively. NOAA believes
these receivables are fully collectible, based on costs submitted to date, and reimbursements received. Therefore, no allowance
for uncollectible accounts has been established for these receivables.

NOTE 4. CASH

FY 2012 FY 2011
Cash Not Yet Deposited with Treasury $ 4,463 $ 3,120
Imprest Funds 371 346
Total $ 4,834 $ 3,466

Cash Not Yet Deposited with Treasury primarily represents patent and trademark fees that were not processed as of September 30,
due to the lag time between receipt and initial review. Certain bureaus maintain imprest funds for operational necessity, such as
law enforcement activities, and for environments that do not permit the use of electronic payments.
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NOTE 5. DIRECT LOANS AND LOAN GUARANTEES, NET

The Department operates the following direct loan and loan guarantee programs:

Direct Loan Programs:

EDA Drought Loan Portfolio

EDA Economic Development Revolving Fund

NOAA Alaska Purse Seine Fishery Buyback Loans

NOAA Bering Sea and Aleutian Islands Non-Pollock Buyback Loans
NOAA Bering Sea Pollock Fishery Buyback

NOAA Coastal Energy Impact Program (CEIP)

NOAA Crab Buyback Loans

NOAA Federal Gulf of Mexico Reef Fish Buyback Loans’
NOAA Fisheries Finance Individual Fishing Quota (IFQ) Loans
NOAA Fisheries Finance Traditional Loans

NOAA Fisheries Finance Tuna Fleet Loans

NOAA Fisheries Loan Fund

NOAA New England Groundfish Buyback Loans'

NOAA New England Lobster Buyback Loans’

NOAA Pacific Groundfish Buyback Loans

" No loans have been issued under these programs as of September 30, 2012.

Loan Guarantee Programs:

EDA Economic Development Revolving Fund
ELGP-Steel Emergency Steel Loan Guarantee Program
NOAA Fishing Vessel Obligation Guarantee Program (FVOG Program)

The net assets for the Department’s loan programs consist of:

FY

FY 2012 FY 2011
Direct Loans Obligated Prior to FY 1992 $ 17,062 $ 20,910
Direct Loans Obligated After FY 1991 552,764 544,773
Defaulted Guaranteed Loans from Pre-FY 1992 Guarantees 4 4
Defaulted Guaranteed Loans from Post-FY 1991 Guarantees 518 563
Total $ 570,348 $ 566,250
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Direct Loans Obligated Prior to FY 1992 consist of:

FY 2012
Value of Assets
Loans Related to
Direct Receivable, Interest Allowance for Direct Loans,
Loan Program Gross Receivable Loan Losses Net
CEIP $ 20,124 $ 5,065 $  (19,404) $ 5,785
Drought Loan Portfolio 7,207 95 (73) 7,229
Fisheries Loan Fund 148 16 (164) -
Economic Development Revolving Fund 4,066 22 (40) 4,048
Total $ 31,545 $ 5,198 $ (19,681) $ 17,062
FY 2011
Value of Assets
Loans Related to
Direct Receivable, Interest Allowance for Direct Loans,
Loan Program Gross Receivable Loan Losses Net

CEIP $ 20,223 $ 4,965 $ (18,974) $ 6,214
Drought Loan Portfolio 9,926 141 (104) 9,963
Fisheries Loan Fund 244 39 (283) -
Economic Development Revolving Fund 4,756 25 (48) 4,733
Total $ 35,149 $ 5,170 $  (19,409) $ 20,910
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Direct Loans Obligated After FY 1991 consist of:

FY 2011
Loans Allowance for Value of Assets
Receivable, Interest Subsidy Cost Related to
Direct Loan Program Gross Receivable (Present Value)  Direct Loans, Net
Bering Sea and Aleutian Islands Non-

Pollock Buyback Loans $ 33458 $ 274 $ 7,304 $ 41,036
Bering Sea Pollock Fishery Buyback 46,499 63 4,190 50,752
Crab Buyback Loans 91,609 2,798 22,098 116,505
Fisheries Finance IFQ Loans 24,362 214 4,561 29,137
Fisheries Finance Traditional Loans 229,847 2,129 33,189 265,165
Pacific Groundfish Buyback Loans 31,662 1,021 9,495 42,178
Total $ 457,437 $ 6,499 $ 80,837 $ 544,773

New Disbursements of Direct Loans (Post-FY 1991):
Direct Loan Program FY 2012 FY 2011
Fisheries Finance IFQ Loans $ 5,595 $ 5,132
Fisheries Finance Traditional Loans 56,734 50,811
Alaska Purse Seine Fishery Buyback Loans 13,133 -
Total $ 75,462 $ 55,943
2012 PERFORMANCE AND ACCOUNTABILITY REPORT 88
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FY 2012
Loans Allowance for Value of Assets
Receivable, Interest Subsidy Cost Related to
Direct Loan Program Gross Receivable (Present Value)  Direct Loans, Net
Bering Sea and Aleutian Islands Non-

Pollock Buyback Loans $ 32122 $ 72 $ 6,425 $ 38619
Bering Sea Pollock Fishery Buyback 42,695 75 2,817 45,587
Crab Buyback Loans 89,533 2,786 24,424 116,743
Fisheries Finance IFQ Loans 24,803 240 4,054 29,097
Fisheries Finance Traditional Loans 240,004 1,964 29,876 271,844
Pacific Groundfish Buyback Loans 30,040 989 7,724 38,753
Alaska Purse Seine Fishery Buyback Loans 11,861 13 247 12,121
Total $ 471,058 $ 6,139 $ 75,567 $ 552,764




NOTES TO THE FINANCIAL STATEMENTS

Subsidy Expense for Direct Loans by Program and Component:

Subsidy Expense for New Disbursements of Direct Loans:

FY 2012
Fees and
Interest Rate Other
Direct Loan Program Differential Defaults Collections Other Total
Fisheries Finance IFQ Loans $ (1,205) $ 11 $ (35) $ 472 $ (757)
Fisheries Finance Traditional Loans (8,017) 60 (194) 2,763 (5,388)
Total $ (9,222) $ 71 $ (229) $ 3,235 $ (6,145)
FY 2011
Fees and
Interest Rate Other
Direct Loan Program Differential Defaults Collections Other Total
Fisheries Finance IFQ Loans $ (1,064) $ 19 $ (29) $ 444 $ (630)
Fisheries Finance Traditional Loans (8,018) 158 (236) 3,805 (4,297)
Total $ (9,082) $ 177 $ (265) $ 4,249 $ (4,921)
Modifications and Reestimates:
FY 2012 FY 2012
Total Interest Rate Technical Total

Direct Loan Program

Modifications

Bering Sea and Aleutian Islands
Non-Pollock Buyback Loans

Bering Sea Pollock Fishery Buyback
Crab Buyback Loans

Fisheries Finance IFQ Loans
Fisheries Finance Traditional Loans
Pacific Groundfish Buyback Loans

Total

FY 2011

Direct Loan Program

Total

Modifications

Bering Sea and Aleutian Islands
Non-Pollock Buyback Loans

Bering Sea Pollock Fishery Buyback
Crab Buyback Loans

Fisheries Finance IFQ Loans
Fisheries Finance Traditional Loans
Fisheries Finance Tuna Fleet Loans
Pacific Groundfish Buyback Loans

Total

194

FY 2012

PERFORMANCE

Reestimates

Reestimates

Reestimates

$ - $ 523 $ 523
- 911 911
- (7,434) (7,434)
- 1,045 1,045
- 7,481 7,481
- 552 552

$ - $ 3,078 $ 3,078

FY 2011
Interest Rate Technical Total

Reestimates

Reestimates

Reestimates

$ - $ 187 $ 187
- 1,605 1,605
- (3,823) (3,823)
- (781) (781)
- (2,008) (2,008)
- (3) (3)
- (196) (196)
$ - $ (5,019) $ (5,019)
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Total Direct Loan Subsidy Expense:

NOTES TO THE FINANCIAL STATEMENTS

Direct Loan Program FY 2012 FY 2011
Bering Sea and Aleutian Islands Non-

Pollock Buyback Loans $ 523 $ 187
Bering Sea Pollock Fishery Buyback 9N 1,605
Crab Buyback Loans (7,434) (3,823)
Fisheries Finance IFQ Loans 288 (1,411)
Fisheries Finance Traditional Loans 2,093 (6,299)
Fisheries Finance Tuna Fleet Loans - (3)
Pacific Groundfish Buyback Loans 552 (196)
Total $ (3,067) $ (9,940)

Subsidy Rates for Direct Loans by Program and Component:

Budget Subsidy Rates for Direct Loans for the Current Fiscal-year’s Cohorts:

FY 2012
Fees and
Interest Rate Other
Direct Loan Program Differential Defaults Collections Other Total
Fisheries Finance IFQ Loans (23.54) % 0.19 % (0.79) % 11.34 % (12.80) %
Fisheries Finance Traditional Loans (18.46) % 0.06 % (0.53) % 5.16 % (13.77) %
Alaska Purse Seine Fishery Buyback Loans (3.24) % 4.24 % 0.00 % 0.00 % 1.00 %
FY 2011
Fees and
Interest Rate Other
Direct Loan Program Differential Defaults Collections Other Total
Fisheries Finance IFQ Loans (18.61) % 0.14 % (0.38) % 3.50 % (15.25) %
Fisheries Finance Traditional Loans (13.28) % 0.06 % 0.17) % 293 % (10.46) %

The budget subsidy rates disclosed pertain only to the reporting period’s cohorts.

These rates cannot be applied to the

new disbursements of direct loans during the reporting period to yield the subsidy expense. The subsidy expense for new
disbursements of direct loans for the reporting period could result from disbursements of loans from both the reporting period’s
cohorts and prior fiscal-year(s) cohorts. The subsidy expense for the reporting period may also include modifications and

reestimates.
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Schedule for Reconciling Allowance for Subsidy Cost (Post-FY 1991 Direct Loans):

FY 2012 FY 2011
Beginning Balance of the Allowance for Subsidy Cost $ 80,837 $ 76,655
Add Subsidy Expense for Direct Loans Disbursed During the
Reporting Years by Component:

Interest Rate Differential Costs 9,222 9,082

Default Costs (Net of Recoveries) (71) (177)

Fees and Other Collections 229 265

Other Subsidy Costs (3,235) (4,249)
Total of the above Subsidy Expense Components 6,145 4,921
Adjustments:

Loan Modifications (131) -

Fees Received (305) (378)

Subsidy Allowance Amortization (7,901) (5,380)
Total of Adjustments (8,337) (5,758)
Ending Balance of the Allowance for Subsidy Cost Before Reestimates 78,645 75,818
Add or Subtract Subsidy Reestimates by Component:

Technical/Default Reestimates (3,078) 5,019
Ending Balance of the Allowance for Subsidy Cost $ 75,567 $ 80,837

Defaulted Guaranteed Loans from Pre-FY 1992 Guarantees:

FY 2012
Value of Assets
Defaulted Related to Defaulted
Loan Guarantee Guaranteed Loans Interest Allowance for Guaranteed Loans
Program Receivable, Gross Receivable Loan Losses Receivable, Net
FVOG Program $ 7,318 $ 1 $ (7,315) $ 4
FY 2011
Value of Assets
Defaulted Related to Defaulted
Loan Guarantee Guaranteed Loans Interest Allowance for Guaranteed Loans
Program Receivable, Gross Receivable Loan Losses Receivable, Net
FVOG Program $ 7,785 $ 2 $ (7,783 $ 4
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Defaulted Guaranteed Loans from Post-FY 1991 Guarantees:

FY 2012

Value of Assets

Defaulted Allowance for Related to Defaulted
Loan Guarantee Guaranteed Loans Interest Subsidy Cost Guaranteed Loans
Program Receivable, Gross Receivable (Present Value) Receivable, Net
FVOG Program $ 14,128 $ 1,254 $ (14,864) $ 518
FY 2011
Value of Assets
Defaulted Allowance for Related to Defaulted
Loan Guarantee Guaranteed Loans Interest Subsidy Cost Guaranteed Loans
Program Receivable, Gross Receivable (Present Value) Receivable, Net
FVOG Program $ 14,128 $ 1,254 $ (14,819) $ 563

Loan Guarantees:

Guaranteed Loans Outstanding:

Outstanding non-acquired guaranteed loans as of September 30, 2012 and 2011, which are not reflected in the financial

statements, are as follows:

FY 2012 FY 2011
Outstanding Amount of Outstanding Amount of
Principal of Outstanding Principal of Outstanding
Loan Guarantee Guaranteed Loans, Principal Guaranteed Loans, Principal
Program Face Value Guaranteed Face Value Guaranteed
FVOG Program $ 1,613 $ 1,613 $ 2,467 $ 2,467
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New Guaranteed Loans Disbursed:

There were no new guaranteed loans disbursed during FY 2012 and FY 2011.

Loan Guarantee Liabilities:
FY 2012

FY 2011

Loan Guarantee
Liabilities for Post-
FY 1991 Guarantees,
Loan Guarantee Program Present Value

Loan Guarantee
Liabilities for Post-
FY 1991 Guarantees,
Present Value

FVOG Program $ 518

$ 563

Subsidy Expense for Loan Guarantees by Program and Component:

Subsidy Expense for New Loan Guarantees Disbursed:

As there were no new loan guarantees disbursed during FY 2012 and FY 2011, there is not any related subsidy

expense.

Modifications and Reestimates:

FY 2012 FY 2012
Loan Guarantee Total Interest Rate Technical Total
Program Modifications Reestimates Reestimates Reestimates
FVOG Program $ - $ - 8 (m s (1)
FY 2011 FY 2011
Loan Guarantee Total Interest Rate Technical Total
Program Modifications Reestimates Reestimates Reestimates
FVOG Program $ - $ - 8 614 $ 614
Total Loan Guarantee Subsidy Expense:
Loan Guarantee Program FY 2012 FY 2011
FVOG Program $ (1) $ 614
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Subsidy Rates for Loan Guarantees by Program and Component:

Budget Subsidy Rates for Loan Guarantees for the Current Fiscal-year’s Cohorts:

There were no new cohorts of guaranteed loans during FY 2012 and FY 2011.

Schedule for Reconciling Loan Guarantee Liabilities (Post-FY 1991 Loan Guarantees):

FY 2012 FY 2011
Beginning Balance of Loan Guarantee Liabilities $ 563 $ 565
Adjustments:
Fees Received - 1
Interest Accumulation on the Liabilities Balance (45) (3)
Ending Balance of Loan Guarantee Liabilities $ 518 $ 563

Administrative Expenses:

Administrative expenses in support of the Department’s direct loan and loan guarantee programs consist of:

Direct Loan Program FY 2012 FY 2011
Drought Loan Portfolio and

Economic Development Revolving Fund $ 696 $ 1,206
NOAA Direct Loan Programs 2,780 3,368
Total $ 3,476 $ 4,574

Loan Guarantee Program FY 2012 FY 2011
FVOG Program $ 141 $ 189
Total $ 141 $ 189
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NOTE 6. INVENTORY, MATERIALS, AND SUPPLIES, NET

Category Cost Flow Assumption FY 2012 FY 2011

Inventory

ltems Held for Current Sale

NIST Standard Reference Materials Average $ 21,612 $ 22,414

Other Various 923 449
Allowance for Excess, Obsolete, and

Unserviceable Items (93) (97)
Total Inventory, Net 22,442 22,766

Materials and Supplies
ltems Held for Use

NOAA's National Logistics Support Center Weighted-average 46,700 44,279

Other Various 4,902 4,971
ltems Held for Repair

NOAA's National Reconditioning Center Weighted-average 41,576 42,607
Allowance for Excess, Obsolete, and

Unserviceable Items (10,642) (16,800)
Total Materials and Supplies, Net 82,536 75,057
Total $ 104,978 $ 97,823

NIST's Standard Reference Materials Program provides reference materials for quality assurance of measurements, while NOAA's
Materials and Supplies are primarily repair parts for weather forecasting equipment.
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NOTE 7. GENERAL PROPERTY, PLANT, AND EQUIPMENT, NET

FY 2012
Useful Life Accumulated
Category (Years) Cost Depreciation Net Book Value
Land N/A $ 16,733 $ - $ 16,733
Land Improvements 30-40 2,996 (1,471) 1,525
Structures, Facilities, and
Leasehold Improvements 2-60 1,778,876 (616,975) 1,161,901
Satellites/WWeather Systems
Personal Property 3-20 4,734,829 (3,973,204) 761,625
Other Personal Property 2-30 2,697,484 (1,772,375) 925,109
Assets Under Capital Lease 3-40 23,182 (19,203) 3,979
Construction-in-progress N/A 7,129,640 - 7,129,640
Total $ 16,383,740 $ (6,383,228) $ 10,000,512
FY 2011
Useful Life Accumulated
Category (Years) Cost Depreciation Net Book Value
Land N/A $ 16,749 $ - $ 16,749
Land Improvements 30-40 2,996 (1,378) 1,618
Structures, Facilities, and
Leasehold Improvements 2-50 1,543,671 (571,303) 972,368
Satellites/Weather Systems
Personal Property 3-20 5,137,980 (4,091,908) 1,046,072
Other Personal Property 2-30 2,499,056 (1,656,622) 842,434
Assets Under Capital Lease 3-40 23,067 (18,274) 4,793
Construction-in-progress N/A 5,478,229 - 5,478,229

Total

FY 2012 PERFORMANCE

$ 14,701,748 $ (6,339,485) $ 8,362,263

AND ACCOUNTABILITY REPORT

201



NOTES TO THE FINANCIAL STATEMENTS

NOTE 8. OTHER ASSETS

With the Public
Advances and Prepayments

Note Receivable
Bibliographic Database, Net
Other

Total

FY 2012 FY 2011
$ 40,220 $ 45,448
1,667 1,601
6,114 6,267
375 4
$ 48,276 $ 53,320

As of September 30, 2012 and 2011, there is one Note Receivable with a maturity date of July 2024 and an interest rate of
7.0 percent. The balance includes accrued interest.

The bibliographic database relates to NTIS's scientific and technical information used to prepare products and services for sale.
The database is stated at capitalized costs of $67.8 million and $65.3 million, less accumulated amortization of $61.7 million and
$59.0 million, at September 30, 2012 and 2011, respectively.

NOTE 9. NON-ENTITY ASSETS

The assets that are not available for use in the Department’s operations are summarized below:

202

Intragovernmental
Fund Balance with Treasury

Accounts Receivable

Total Intragovernmental

With the Public
Cash
Accounts Receivable, Net

Direct Loans and Loan
Guarantees, Net

Other

Total

FY

2012

FY 2012 FY 2011

$ 124,296 $ 121,036

10,496 -

134,792 121,036

1,133 756

490 2,187

7,229 13,693

- 1,604

$ 143,644 $ 139,276
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NOTE 10. DEBT TO TREASURY

NOTES TO THE FINANCIAL STATEMENTS

FY 2012
Beginning Net Borrowings Ending
Loan Program Balance (Repayments) Balance
Direct Loan Program
Fisheries Finance, Financing Account $ 539,302 $ 12,440 $ 551,742
Loan Guarantee Program
FVOG Program 699 (698) 1
NTIA’s Public Safety Trust Fund, and State
and Local Implementation Fund - 2,638 2,638
Total $ 540,001 $ 14,280 $ 554,281

For the Direct Loan and Loan Guarantee programs, maturity dates range from September 2012 to September 2052, and interest

rates range from 2.59 to 6.81 percent.

FY 2011
Beginning Net Borrowings Ending

Loan Program Balance (Repayments) Balance
Direct Loan Program
Fisheries Finance, Financing Account $ 514,841 $ 24,461 $ 539,302
Loan Guarantee Program
FVOG Program 3,089 (2,390) 699
Total $ 517,930 $ 22,071 $ 540,001
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NOTE 11. OTHER LIABILITIES

Intragovernmental
Accrued FECA Liability
Accrued Benefits
Custodial Activity

Downward Subsidy Reestimates
Payable to Treasury

Other

Total

With the Public

ITA Foreign Service Nationals’
Voluntary Separation Pay

Contingent Liabilities (Note 16)
Employment-related
Other

Total

FY 2012 FY 2011
Non-current

Current Portion Portion Total Total
$ 27,480 $ 8,717 $ 36,197 $ 30,405
53,117 - 53,117 47,907
490 - 490 1,769
10,496 - 10,496 9,135
2,112 - 2,112 3,888
$ 93,695 $ 8,717 $ 102,412 $ 93,104
$ 2,674 $ 9,071 $ 11,745 $ 12,393
502 - 502 3,402
4,295 - 4,295 8,000
41,190 - 41,190 49,358
$ 48,661 $ 9,071 $ 57,732 $ 73,153

The Current Portion represents liabilities expected to be paid by September 30, 2013, while the Non-current Portion represents
liabilities expected to be paid after September 30, 2013.
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NOTE 12. FEDERAL EMPLOYEE BENEFITS

These liabilities consist of:

FY 2012 FY 2011
Actuarial FECA Liability $ 228,211 $ 235,982
NOAA Corps Retirement System Liability 577,900 524,100
NOAA Corps Post-retirement Health Benefits Liability 45,100 48,400
Total $ 851,211 $ 808,482

Actuarial FECA Liability:

Actuarial FECA liability is calculated annually, as of September 30. For discounting projected annual future benefit payments to
present value, the interest rate assumptions used by DOL were as follows:

FY 2012 FY 2011
Year 1 2.29% 3.54%
Year 2 and Thereafter 3.14% 4.03%

The wage inflation factors (Cost of Living Allowance) and medical inflation factors (Consumer Price Index - Medical) applied to the
calculation of projected future benefits, and also used to adjust the methodology’s historical payments to current year constant
dollars, were as follows:

FY 2012
Cost of Living Consumer Price
Fiscal Year Allowance Index - Medical
2013 2.83% 3.65%
2014 2.03% 3.66 %
2015 1.93% 3.72%
2016 2.00 % 3.73%
2017 2.03% 3.80%
FY 2011
Cost of Living Consumer Price
Fiscal Year Allowance Index - Medical
2012 2.10% 3.07%
2013 2.53% 3.62%
2014 1.83% 3.66 %
2015 1.93% 3.73%
2016 2.00% 3.73%
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NOAA Corps Retirement System Liability:

This liability represents the unfunded actuarial present value of projected plan benefits. The actuarial calculation is performed
annually, as of September 30. The September 30, 2012 and 2011 actuarial calculations used the following economic
assumptions:

FY 2012 FY 2011
Discount Rate 4.43% 4.73%
Annual Basic Pay Scale Increases 2.96% 3.15%
Annual Inflation 2.46% 2.40%

Schedule for Reconciling NOAA Corps Retirement System Liability:

A reconciliation of the NOAA Corps Retirement System Liability from the beginning balance to the ending balance, including the
components of the related pension costs included in the Consolidated Statements of Net Costs, follows:

FY 2012 FY 2011
Beginning Balance - NOAA Corps Retirement System Liability $ 524,100 $ 502,800
Add Pension Costs:
Normal Cost 10,600 9,800
Interest on the Unfunded Liability 24,300 24,100
Actuarial (Gains)/Losses, Net
From Experience 3,700 (6,500)
From Discount Rate Assumption Change 24,100 11,000
From Long-term Assumption Changes
Annual Inflation 4,600 1,500
Annual Basic Pay Scale Increases (800) 600
Demographic 9,800 1,800
Total Pension Costs 76,300 42,300
Subtract Benefit Payments (22,500) (21,000)
Ending Balance - NOAA Corps Retirement System Liability $ 577,900 $ 524,100

NOAA Corps Post-retirement Health Benefits Liability:

This liability represents the unfunded actuarial present value of projected post-retirement plan benefits. The actuarial calculation
is performed annually, as of September 30. The actuarial calculations used the following economic assumptions:

FY 2012 FY 2011
Discount Rate 4.42% 4.74%
Ultimate Medical Trend Rate 5.25% 5.65%
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Schedule for Reconciling NOAA Corps Post-retirement Health Benefits Liability:

A reconciliation of the NOAA Corps Post-retirement Health Benefits Liability from the beginning balance to the ending balance,
including the components of the related post-retirement health benefits costs included in the Consolidated Statements of Net

Costs, follows:

FY 2012 FY 2011
Beginning Balance - NOAA Corps Post-retirement Health
Benefits Liability $ 48,400 $ 56,000
Add Health Benefits Costs:
Normal Cost 1,400 1,500
Interest on the Unfunded Liability 2,000 2,600
Actuarial (Gains)/Losses, Net
From Experience 700 (100)
From Discount Rate Assumption Change 1,200 100
From Long-term Assumption Changes
Medical Claims Costs (6,300) (9,200)
Other 200 100
Total Health Benefits Costs (800) (5,000)
Subtract Benefit Payments (2,500) (2,600)
Ending Balance - NOAA Corps Post-retirement Health Benefits
Liability $ 45,100 $ 48,400
NOTE 13. ENVIRONMENTAL AND DISPOSAL LIABILITIES
FY 2012 FY 2011
Nuclear Reactor $ 55,036 $ 57,362
Pribilof Islands Cleanup 2,352 2,569
Other 2,557 3,446
Total $ 59,945 $ 63,377
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NOTE 14. LEASES

Capital Leases:

Assets under capital leases are as follows:

FY 2012 FY 2011
Structures, Facilities, and Leasehold Improvements $ 22,902 $ 23,043
Equipment 280 24
Less: Accumulated Depreciation (19,203) (18,274)
Net Assets Under Capital Leases $ 3,979 $ 4,793

Capital Lease Liabilities are primarily related to NOAA. NOAA has real property capital leases covering both land and buildings.
The majority of these leases are for weather forecasting offices, but the leases are also for radar system sites, river forecasting
centers, and National Weather Service enforcement centers. NOAA's real property capital leases range from 10 to 40 years.

Capital Lease Liabilities:

Future payments due under capital leases are as follows:

FY 2012
General PP&E Category
Fiscal Year Real Property Personal Property Total
2013 $ 3,674 $ 95 $ 3,769
2014 2,985 - 2,985
2015 1,870 - 1,870
2016 874 - 874
2017 809 - 809
Thereafter 9,141 - 9,141
Total Future Lease Payments 19,353 95 19,448
Less: Imputed Interest (7,932) (6) (7,938)
Less: Executory Costs (3,127) (6) (3,133)
Net Capital Lease Liabilities $ 8,294 $ 83 $ 8,377
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FY 2011
General PP&E Category
Fiscal Year Real Property
2012 $ 3,877
2013 3,723
2014 3,041
2015 1,903
2016 873
Thereafter 9,929
Total Future Lease Payments 23,346
Less: Imputed Interest (9,303)
Less: Executory Costs (3,975)
Net Capital Lease Liabilities $ 10,068

Operating Leases:

Most of the Department's facilities are rented from GSA, which generally charges rent that is intended to approximate commercial
rental rates. For federally owned property rented from GSA, the Department generally does not execute an agreement with
GSA,; the Department, however, is normally required to give 120 to 180 days notice to vacate. For non-federally owned property
rented from GSA, an occupancy agreement is generally executed, and the Department may normally cancel these agreements
with 120 days notice.

The Department’s (1) estimated real property rent payments to GSA for FY 2013 through FY 2017; and (2) future payments due
under noncancellable operating leases (non-GSA real property) are as follows:

FY 2012
General PP&E Category
GSA Non-GSA

Fiscal Year Real Property Real Property
2013 $ 236,732 $ 17,923
2014 236,798 13,616
2015 235,142 11,849
2016 230,824 11,192
2017 231,078 11,193
Thereafter 1 97,969
Total Future Lease Payments $ 163,742

1 Not estimated.
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NOTE 15. LIABILITIES NOT COVERED BY BUDGETARY RESOURCES

FY 2012 FY 2011

Intragovernmental

Accrued FECA Liability $ 36,097 $ 30,307
Total Intragovernmental 36,097 30,307
Accrued Payroll 39,450 41,003
Accrued Annual Leave 270,955 270,561
Federal Employee Benefits 851,211 808,482
Environmental and Disposal Liabilities 59,945 63,377
Contingent Liabilities 502 3,402
Unearned Revenue 592,829 667,775
ITA Foreign Service Nationals’ Voluntary Separation Pay 11,745 12,393
Other 3 89
Total $ 1,862,737 $ 1,897,389

Due to USPTQO'’s funding structure, budgetary resources do not cover a portion of its Unearned Revenue. The Unearned
Revenue reported above is the portion of USPTO’s Unearned Revenue that is considered not covered by budgetary resources.
USPTO’s Unearned Revenue is a liability for revenue received before the patent or trademark work has been completed.
Budgetary resources derived from the current reporting period’s revenue have been partially used to cover the current reporting
period’s costs associated with unearned revenue from a prior reporting period. In addition, the current patent fee structure sets
low initial application fees that are followed by income from maintenance fees as a supplement in later years to cover the full
cost of the patent examination and issuance processes. The combination of these funding circumstances requires USPTO to

obtain additional budgetary resources to cover its liability for unearned revenue.
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NOTE 16. COMMITMENTS AND CONTINGENCIES

Commitments:

The Department has entered into long-term contracts for the purchase, construction, and modernization of environmental
satellites and weather measuring and monitoring systems. A summary of major long-term commitments as of September 30,
2012 is shown below.

Major Long-term Commitments:
FY 2012
Description FY 2013 FY 2014 FY 2015 FY 2016 FY 2017  Thereafter Total

Geostationary Operational
Environmental Satellites $ 831,900 $ 977,700 $§ 874,600 $ 810,700 $§ 731,300 $ 3,432,400 $ 7,658,600

Convergence Satellites 916,400 916,000 958,600 943,600 921,100 3,889,900 8,545,600
Polar Operational

Environmental Satellites 32,200 29,400 32,200 28,100 5,700 - 127,600
Ocean Surface Topography 30,000 37,000 9,000 6,000 6,000 11,300 99,300
Deep Space Climate

Observatory 22,900 19,300 3,200 3,200 2,400 2,300 53,300
Weather Service 96,538 122,067 106,405 106,877 76,369 88,830 597,086
Total $1,929,938 $ 2,101,467 $ 1,984,005 $ 1,898,477 $ 1,742,869 $ 7,424,730 $ 17,081,486

Legal Contingencies:

The Department is subject to potential liabilities in various administrative proceedings, legal actions, environmental suits, and
claims brought against it. In the opinion of the Department’'s management and legal counsel, the ultimate resolution of these
proceedings, actions, suits, and claims will not materially affect the financial position or net costs of the Department.

Probable Likelihood of an Adverse Outcome:

The Department is subject to potential liabilities where adverse outcomes are probable, and claims are approximately
$502 thousand and $3.4 million as of September 30, 2012 and 2011, respectively. Accordingly, these contingent liabilities were
included in Other Liabilities on the Consolidated Balance Sheets as of September 30, 2012 and 2011, respectively. For a majority
of these claims, any amounts ultimately due will be paid out of Treasury’s Judgment Fund. For the claims to be paid by Treasury’s
Judgment Fund, once the claims are settled or court judgments are assessed relative to the Department, the liability will be
removed and an Imputed Financing Source From Cost Absorbed by Others will be recognized.

FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT 2n



NOTES TO THE FINANCIAL STATEMENTS

Reasonably Possible Likelihood of an Adverse Outcome:

The Department and other federal agencies are subject to potential liabilities for a variety of environmental cleanup costs,
many of which are associated with the Second World War, at various sites within the U.S. Since some of the potential
liabilities represent claims with no stated amount, the exact amount of total potential liabilities is unknown, but may
exceed $234.5 million as of September 30, 2012. For these potential liabilities, it is reasonably possible that an adverse
outcome will result. It is not possible, however, to speculate as to a range of loss. In the absence of a settlement
agreement, decree, or judgment, there is neither an allocation of response costs between the U.S. government and other
potentially responsible parties, nor is there an attribution of such costs to or among the federal agencies implicated in the
claims. Although the Department has been implicated as a responsible party, the U.S. Department of Justice was unable
to provide an amount for these potential liabilities that is attributable to the Department. Of these potential liabilities, all
will be funded by Treasury’s Judgment Fund, if any amounts are ultimately due.

The Department and other federal agencies are subject to other potential liabilities. Since some of the potential liabilities
represent claims with no stated amount, the exact amount of total potential liabilities is unknown, but may exceed $450.6 million
as of September 30, 2012. For these potential liabilities, it is reasonably possible that an adverse outcome will result. It is not
possible, however, to speculate as to a range of loss. Of these potential liabilities, most will be funded by Treasury’s Judgment
Fund, if any amounts are ultimately due.

Guaranteed Loan Contingencies

Fishing Vessels Obligation Guarantee Program: This loan guarantee program has outstanding non-acquired guaranteed loans (fully
guaranteed by the Department) as of September 30, 2012 and 2011, with outstanding principal balances totaling $1.6 million
and $2.5 million, respectively. A loan guarantee liability of $518 thousand and $563 thousand is recorded for the outstanding
guarantees at September 30, 2012 and 2011, respectively.

Restructuring the National Polar-orbiting Operational Environmental Satellite System (NPOESS) to the Joint Polar
Satellite System (JPSS)

In 2010, the Executive Office of the President (EOP) directed the restructure of the government’s approach to meeting its
polar-orbiting environmental data collection needs, to put the critical program on a more sustainable path towards success and
announced NOAA and the Air Force will cease the joint procurement of NPOESS.

NOAA, with the National Aeronautics and Space Administration (NASA) as its acquisition agent, is responsible for JPSS, which
will fly in the afternoon orbit. DoD is responsible for the early morning orbit, and will continue to provide observations in the mid-
morning. The agencies will continue to partner in those areas that have been successful in the past, such as sharing a common
ground system NOAA and NASA will continue to partner to ensure a successful way forward for the respective programs, while
utilizing international partnerships to sustain and enhance weather and climate observation from space.
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The restructuring effort primarily occured in FY 2011. During this time, NOAA and the Air Force continued to work together to
decide which program components will transfer to NOAA to become part of JPSS. During FY 2011, the following equipment and
instruments were transferred to NOAA under the NASA/NOAA Memorandum of Understanding and NASA contracts: 1) Ground
Systems equipment; 2) Ozone Mapping and Profiler Suite (OMPS-Nadir); 3) Cross-track Infrared Sounder (CrlS); and 4) Visible
Infrared Imaging Radiometer Suite (VIIRS) Flight Model 2 (F2) for JPSS-1. Advanced Technology Microwave Sounder (ATMS)
was transferred to NOAA. The material for VIIRS F3 and the Charlie 1 (C1) bus remained under the Air Force contract.

NOAA/NASA will develop the JPSS-1 spacecraft based on the design used for the NPOESS Preparatory Project (NPP) satellite,
and NOAA is planning a request for proposal to compete contract construction for the spacecraft for JPSS-2 in 2014. The
NPP satellite was successfully launched on October 28, 2011, and was renamed Suomi National Polar-orbiting Partnership, or
Suomi NPP.

Since the Air Force terminated the original development contract under the NPOESS program, administrative and termination
activities have continued. As a result of additional analysis into the detailed NPOESS costs incurred by NOAA, including
per-instrument analysis, NOAA recorded additional impairment costs totaling $98.3 million in FY 2012.
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NOTE 17. CONSOLIDATED STATEMENTS OF NET COST (NOTE 1)

FY 2012 Consolidating Statement of Net Cost:

Intra-
Departmental  Combining  Departmental

Consolidating

NOAA USPTO ESA NIST NTIA Others Management Total Eliminations Total
Theme 1: Economic Growth
Intragovernmental Gross Costs ~ $ - $ 483396 $ - $ 125745 $ 345827 $ 272,589 $ 79,800 $ 1,307,357 $ (95,034) $ 1,212,323
Gross Costs With the Public - 1,837,551 - 972,610 1,674,127 807,458 26,966 5,318,712 - 5,318,712
Total Gross Costs - 2,320,947 - 1,098355 2,019,954 1,080,047 106,766 6,626,069 (95,034) 6,631,035
Intragovernmental Earned
Revenue - (7,823) - (118,029) (26,001) (18,635) (71,877)  $ (242,365) 95,034 (147,331)
Earned Revenue From the
Public - (2,419,259) - (51,128) (11) (11,217) (6) (2,481,621) - (2,481,621)
Total Earned Revenue - (2,427,082) - (169,157) (26,012) (29,852) (71,883) (2,723,986) 95,034 (2,628,952)
Net Program Costs - (106,135) - 929,198 1,993,942 1,050,195 34,883 3,902,083 - 3,902,083
Theme 2: Science and Information
Intragovernmental Gross Costs 503,442 - 430,834 - 9,267 7,549 79,800 1,030,892 (87,433) 943,459
Gross Costs With the Public 1,971,193 - 1,142,989 - 13,120 58,505 26,966 3,212,773 - 3,212,773
Total Gross Costs 2,474,635 - 1,673,823 - 22,387 66,054 106,766 4,243,665 (87,433) 4,156,232
Intragovernmental Earned
Revenue (121,911) - (311,753) - (15,641) (57,841) (71,877) (579,023) 87,433 (491,590)
Earned Revenue From the
Public (13,415) - (4,863) - (215) (10,480) (©) (28,979) - (28,979)
Total Earned Revenue (135,326) - (316,616) - (15,856) (68,321) (71,883) (608,002) 87,433 (520,569)
Net Program Costs 2,339,309 - 1,257,207 - 6,531 (2,267) 34,883 3,635,663 - 3,635,663
Theme 3: Environmental
Stewardship
Intragovernmental Gross Costs 336,681 - - - - - 79,823 416,504 (89,071) 327,433
Gross Costs With the Public 1,976,631 - - - - - 26,974 2,003,605 - 2,003,605
Total Gross Costs 2,313,312 - - - - - 106,797 2,420,109 (89,071) 2,331,038
Intragovernmental Earned
Revenue (106,167) - - - - - (71,898) (178,065) 89,071 (88,994)
Earned Revenue From the
Public (97,763) - - - - - ©) (97,769) - (97,769)
Total Earned Revenue (203,930) - - - - - (71,904) (275,834) 89,071 (186,763)
Net Program Costs 2,109,382 - - - - - 34,893 2,144,275 - 2,144,275
NET COST OF OPERATIONS $ 4,448,691 $ (106,135 $ 1,257,207 $ 929,198 $ 2,000,473 $ 1,047,928 $ 104,659 $ 9,682,021 $ - $ 9,682,021
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FY 2011 Consolidating Statement of Net Cost:

Intra-

Departmental ~ Combining  Departmental Consolidating
NOAA USPTO ESA NIST NTIA Others Management Total Eliminations Total
Theme 1: Economic Growth
Intragovernmental Gross Costs  $ - $ 456,141 § - $ 143462 $§ 312,972 $ 271,871 $ 82225 $ 1,266,671 $ (101,299) $ 1,165,372
Gross Costs With the Public - 1,691,956 - 994,864 713,608 718,578 31,142 4,150,148 - 4,150,148
Total Gross Costs - 2,148,097 - 1,138,326 1,026,580 990,449 113,367 5,416,819 (101,299) 5,315,620
Intragovernmental Earned
Revenue - (8,060) - (122,955) (24,757)  (21,177) (77,851) (254,800) 101,299 (153,501)
Earned Revenue From the
Public - (2,228,314) - (53,618) (7)  (14,720) 3) (2,296,662) - (2,296,662)
Total Earned Revenue - (2,236,374) - (176,573) (24,764)  (35,897) (77,854) (2,651,462) 101,299 (2,450,163)
Net Program Costs - (88,277) - 961,753 1,001,816 954,552 35,513 2,865,357 - 2,865,357
Theme 2: Science and Information
Intragovernmental Gross Costs 523,874 - 466,185 - 8,067 7,811 82,224 1,088,161 (96,834) 991,327
Gross Costs With the Public 1,876,549 - 1,477,867 - 15,376 44,163 31,142 3,445,097 - 3,445,097
Total Gross Costs 2,400,423 - 1,944,052 - 23,443 51,974 113,366 4,533,268 (96,834) 4,436,424
Intragovernmental Earned
Revenue (121,539) - (287,288) - (17,480)  (41,846) (77,851) (546,004) 96,834 (449,170)
Earned Revenue From the
Public (10,396) - (10,855) - (137)  (10,501) @3) (31,892) - (31,892)
Total Earned Revenue (131,935) - (298,143) - (17,617)  (52,347) (77,854) (577,896) 96,834 (481,062)
Net Program Costs 2,268,488 - 1,645,909 - 5,826 (373) 35,512 3,955,362 - 3,955,362
Theme 3: Environmental
Stewardship
Intragovernmental Gross Costs 311,824 - - - - - 82,249 394,073 (100,998) 293,075
Gross Costs With the Public 2,343,684 - - - - - 31,151 2,374,835 - 2,374,835
Total Gross Costs 2,655,508 - - - - - 113,400 2,768,908 (100,998) 2,667,910
Intragovernmental Earned
Revenue (95,827) - - - - - (77,874) (173,701) 100,998 (72,703)
Earned Revenue From the
Public (182,123) - - - - - 3) (182,126) - (182,126)
Total Earned Revenue (277,950) - - - - - (77,877) (355,827) 100,998 (254,829)
Net Program Costs 2,377,558 - - - - - 35,523 2,413,081 - 2,413,081
NET COST OF OPERATIONS $ 4,646,046 $ (88,277) $ 1,645909 $ 961,753 $ 1,007,642 $ 954,179 $ 106,548 $ 9,233,800 $ - $ 9,233,800
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Major Programs: The following tables illustrate major programs of the Department. “Other Programs” refers to the other programs
within each theme. The “Others” column refers to the Department’s reporting entities that are not listed. The Others column data
and the Other Programs data are presented solely to reconcile these tables to the Combining Total columns on the Consolidating

Statements of Net Cost.

FY 2012 Statement of Net Cost by Major Program (Combining Basis):

Census Combining
PROGRAM COSTS NOAA Bureau NIST USPTO Others Total

Theme 1: Economic Growth
Measurements and Standards Laboratories

Gross Costs $ - 8 - $ 811,695 § - 3 - 8 811,695

Less: Earned Revenue - - (125,094) - - (125,094)

Net Program Costs - - 686,601 - - 686,601
Patents

Gross Costs - - - 2,079,357 - 2,079,357

Less: Earned Revenue - - - (2,180,532) - (2,180,532)

Net Program Costs - - - (101,175) - (101,175)
Trademarks

Gross Costs - - - 201,307 - 201,307

Less: Earned Revenue - - - (246,550) - (246,550)

Net Program Costs - - - (45,243) - (45,243)
Other Programs

Gross Costs - - 286,660 40,283 3,206,767 3,633,710

Less: Earned Revenue - - (44,063) - (127,747) (171,810)

Net Program Costs - - 242,597 40,283 3,079,020 3,361,900
Net Program Costs for Theme 1 - - 929,198 (106,135) 3,079,020 3,902,083
Theme 2: Science and Information
Decennial and Periodic Censuses

Gross Costs - 325,354 - - - 325,364

Less: Earned Revenue - - - - - -

Net Program Costs - 325,354 - - - 325,354
Weather, Water, and Climate

Gross Costs 1,186,688 - - - - 1,186,688

Less: Earned Revenue (67,816) - - - - (67,816)

Net Program Costs 1,118,872 - - - - 1,118,872
Other Programs

Gross Costs 1,287,947 1,134,931 - - 308,745 2,731,623

Less: Earned Revenue (67,510) (311,497) - - (161,179) (540,186)

Net Program Costs 1,220,437 823,434 - - 147,566 2,191,437
Net Program Costs for Theme 2 2,339,309 1,148,788 - - 147,566 3,635,663
Theme 3: Environmental Stewardship
Sustainable Fisheries

Gross Costs 1,262,385 - - - - 1,262,385

Less: Earned Revenue (126,357) - - - - (126,357)

Net Program Costs 1,136,028 - - - - 1,136,028
Other Programs

Gross Costs 1,050,927 - - - 106,797 1,157,724

Less: Earned Revenue (77,573) - - - (71,904) (149,477)

Net Program Costs 973,354 - - - 34,893 1,008,247
Net Program Costs for Theme 3 2,109,382 - - - 34,893 2,144,275
NET COST OF OPERATIONS $ 4,448,691 $ 1,148,788 $ 929,198 $ (106,135) $ 3,261,479 $ 9,682,021
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FY 2011 Statement of Net Cost by Major Program (Combining Basis):

Census Combining
PROGRAM COSTS NOAA Bureau NIST USPTO Others Total

Theme 1: Economic Growth
Measurements and Standards Laboratories

Gross Costs $ -8 - $ 845241 § -3 - 3 845,241

Less: Earned Revenue - - (131,317) - - (131,317)

Net Program Costs - - 713,924 - - 713,924
Patents

Gross Costs - - - 1,913,354 - 1,913,354

Less: Earned Revenue - - - (2,005,269) - (2,005,269)

Net Program Costs - - - (91,915) - (91,915)
Trademarks

Gross Costs - - - 191,760 - 191,760

Less: Earned Revenue - - - (231,105) (231,105)

Net Program Costs - - - (39,345) - (39,345)
Other Programs

Gross Costs - - 293,085 42,983 2,130,396 2,466,464

Less: Earned Revenue - - (45,256) - (138,515) (183,771)

Net Program Costs - - 247,829 42,983 1,991,881 2,282,693
Net Program Costs for Theme 1 - - 961,753 (88,277) 1,991,881 2,865,357
Theme 2: Science and Information
Decennial and Periodic Censuses

Gross Costs - 656,684 - - - 656,684

Less: Earned Revenue - - - - - -

Net Program Costs - 656,684 - - - 656,684
Weather, Water, and Climate

Gross Costs 1,457,847 - - - - 1,457,847

Less: Earned Revenue (76,349) - - - - (76,349)

Net Program Costs 1,381,498 - - - - 1,381,498
Other Programs

Gross Costs 942,576 1,177,607 - - 298,544 2,418,727

Less: Earned Revenue (55,586) (292,298) - - (153,663) (501,547)

Net Program Costs 886,990 885,309 - - 144,881 1,917,180
Net Program Costs for Theme 2 2,268,488 1,541,993 - - 144,881 3,955,362
Theme 3: Environmental Stewardship
Sustainable Fisheries

Gross Costs 1,410,297 - - - - 1,410,297

Less: Earned Revenue (87,112) - - - - (87,112)

Net Program Costs 1,323,185 - - - - 1,323,185
Other Programs

Gross Costs 1,245,211 - - - 113,400 1,358,611

Less: Earned Revenue (190,838) - - - (77,877) (268,715)

Net Program Costs 1,054,373 - - - 35,523 1,089,896
Net Program Costs for Theme 3 2,377,558 - - - 35,523 2,413,081
NET COST OF OPERATIONS $ 4,646,046 $ 1,541,993 $ 961,753 $ (88,277) $ 2,172,285 $ 9,233,800
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NOTE 18. COMBINED STATEMENTS OF BUDGETARY RESOURCES

The Combined Statement of Budgetary Resources (SBR) for FY 2012 is presented in a new format required by OMB's Revised
Circular No. A-136, Financial Reporting Requirements. The FY 2011 SBR presentation has been restated to conform to the
FY 2012 SBR presentation.

The amount of Budget Authority, Appropriations, on the SBR reconciles to the amount of Budgetary Financing Sources, Appropriations
Received, reported on the Consolidated Statements of Changes in Net Position (SCNP), as follows:

FY 2012 FY 2011

Budget Authority, Appropriations (SBR) $ 8,035,812 $ 5,939,022
Negative Appropriations for Temporarily Precluded From Obligation on

SBR; $0 on SCNP 4,302 2
Negative Appropriations for Permanent Reductions on SBR;

$0 on SCNP as Classified as Rescissions 5,450 1,857,998
Appropriations Transfers In/Out, Net on SBR;

$0 on SCNP as Classified as Transfers (124,628) (103,046)
Appropriated Receipts for NOAA and DM/G&B on SBR;

$0 on SCNP as Classified as Exchange Revenue (36,678) (24,624)
Budgetary Financing Sources, Appropriations Received (SCNP) $ 7,884,258 $ 7,669,352

Total borrowing authority available for NOAA's loan programs amounted to $129.6 million and $144.7 million at September 30,
2012 and 2011, respectively. The Borrowing Authority amounts reported in the SBR Budgetary Resources section represent
only borrowing authority realized during the fiscal year being reported. See Note 1M, Debt to Treasury, for debt repayment
requirements, financing sources for repayments, and other terms of borrowing authority used.

Ninety five percent of the Department’s reporting entities have one or more permanent no-year appropriations to finance
operations.

Reductions to the Department’s budgetary resources under Public Law 112-55 amounted to $23.6 million for FY 2012, while
reductions for FY 2011 under Public Laws 112-6 and 112-10 amounted to $1.86 billion. These reductions are included in the SBR

Budgetary Resources section. These reductions are also reported on the Rescissions lines of the SCNP.

Legal arrangements affecting the Department’s use of Unobligated Balances of Budget Authority and/or Fund Balance with
Treasury during FY 2012 and FY 2011 include the following:
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® The Department’s Deposit Funds, reported in Note 2, Fund Balance with Treasury, are not available to finance operating

activities. These funds are also included in Note 2 on the line Non-budgetary (breakdown by status).

The Department’s Fund Balance with Treasury as of September 30, 2012 and 2011 includes $790.1 million of USPTO
offsetting collections exceeding the current year and prior years' appropriations. USPTO may use these funds only
as authorized by the U.S. Congress, and only as made available by the issuance of a Treasury warrant. These funds
are included in Note 2 on the lines General Funds (breakdown by type), and Temporarily Precluded From Obligation

(oreakdown by status).

FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT



NOTES TO THE FINANCIAL STATEMENTS

The Omnibus Budget Reconciliation Act of 1990 established surcharges on certain statutory patent fees collected
by USPTO. Subsequent legislation extended the surcharges through the end of FY 1998. These surcharges were
deposited into the Patent and Trademark Surcharge Fund, a Special Fund Receipt Account at Treasury. USPTO may
use monies from this account only as authorized by Congress and made available by the issuance of a Treasury warrant.
At September 30, 2012 and 2011, $233.5 million is held in the Patent and Trademark Surcharge Fund. These funds are
included in Note 2 on the lines Patent and Trademark Surcharge Fund - Special Funds section (breakdown by type), and
Non-budgetary (breakdown by status).

The Department'’s Fund Balance with Treasury as of September 30, 2012 and 2011 includes funds temporarily precluded
from obligation for the Digital Television and Transition Public Safety Fund of $8.74 billion. These funds are included in
Note 2 on the lines Digital Television and Transition Public Safety Fund - Special Funds section (breakdown by type), and
Unobligated Balance - Unavailable (breakdown by status).

The Department’'s Fund Balance with Treasury as of September 30, 2012 and 2011 includes $17.8 million of funds
temporarily not available for the Coastal Zone Management Fund, which accounts for the Coastal Energy Impact
Program direct loans. These funds are included in Note 2 on the lines Revolving Funds (breakdown by type), and
Temporarily Precluded From Obligation (breakdown by status).

For loan programs prior to the Federal Credit Reform Act of 1990 (pre-FY 1992 loans), most or all liquidating fund
unobligated balances in excess of working capital needs are required to be transferred to Treasury as soon as practicable
during the following fiscal year.

For direct loan programs under the Federal Credit Reform Act of 1990 (post-FY 1991 loans) that have outstanding debt
to Treasury, regulations require that most unobligated balances be returned to Treasury on September 30, or require that
the borrowing authority be cancelled on September 30.

For loan guarantee programs under the Federal Credit Reform Act of 1990 that have outstanding debt to Treasury,
regulations require that unobligated balances in excess of the outstanding guaranteed loans’ principal and interest be
returned to Treasury on September 30.

There are no material differences between the amounts reported in the FY 2011 and FY 2010 Combined Statements
of Budgetary Resources and the actual FY 2011 and FY 2010 amounts reported in the FY 2013 and FY 2012 budgets of
the U.S. government, respectively. The President’'s Budget that will report actual amounts for FY 2012 has not yet been
published.

FY
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Apportionment Categories of Obligations Incurred:

The amounts of direct and reimbursable obligations incurred against amounts apportioned under Category A, Category B, and
Exempt from Apportionment are as follows:

FY 2012
Direct Reimbursable Total
Category A $ 2,878,116 $ 2,818,764 $ 5,696,880
Category B 5,397,788 968,668 6,366,456
Exempt from Apportionment 174,761 - 174,761
Total $ 8,450,665 $ 3,787,432 $ 12,238,097
FY 2011
Direct Reimbursable Total
Category A $ 3,146,550 $ 2,837,935 $ 5,984,485
Category B 5,195,930 965 5,196,895
Exempt from Apportionment 169,083 1,053,370 1,222,453
Total $ 8,511,563 $ 3,892,270 $ 12,403,833

Category A apportionments distribute budgetary resources by fiscal quarters, whereas Category B apportionments typically
distribute budgetary resources by activities, projects, objects, or a combination of these categories.

Undelivered Orders:

Undelivered orders were $7.35 billion and $10.44 billion at September 30, 2012 and 2011, respectively.

Digital Television Transition and Public Safety Fund:

The Digital Television Transition and Public Safety Fund (Fund) was created by the Digital Television Transition and Public Safety
Act of 2005. This NTIA fund received proceeds from the auction of licenses for recovered analog spectrum from discontinued
analog television signals, and provides funding for several programs from these receipts.

The Federal Communications Commission (FCC) completed the auction of licenses for recovered analog spectrum in March
2008. The auction resulted in proceeds of $18.96 billion, which were deposited to the Fund by FCC on June 30, 2008.

As of September 30, 2012, payments for the programs under the Fund may not exceed $2.81 billion. In September 2009, the
Fund transferred $7.36 billion to the General Fund of the Treasury. The Department understands that Congress’ intent is for the
Fund to further transfer funds beyond the needs of its programs to the General Fund of the Treasury. At September 30, 2012,
the Fund has a Net Position, Cumulative Results of Operations balance of $8.91 billion.

Below is a brief summary of the two largest active programs under this Fund, and significant financial activity recorded for the
FY 2012 and FY 2011 SBR under this Fund for each program:

Public Safety Interoperable Communications (PSIC): This is a grant program to assist public safety agencies in the
acquisition of, deployment of, or training for the use of interoperable communications systems that can utilize reallocated
public safety spectrum for radio communication. The Fund may make payments not to exceed $998.0 million for this
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program. The Department has in place a Memorandum of Understanding with the Federal Emergency Management
Agency (FEMA), in which FEMA administers the PSIC grant program. NTIA provides FEMA with funds for the grants
under the program, and for the charges for FEMA's management and administrative services. NTIA records budgetary
obligations with FEMA, while FEMA records the grants activity under the program. Budgetary obligations for FY 2012 and
FY 2011 under the PSIC program amounted to $495 thousand and $2.6 million, respectively. Budgetary obligations through
September 30, 2010 under the PSIC program amounted to $995.8 million.

National Alert and Tsunami Warning Program: This program is to implement a unified national alert system capable of alerting
the public, on a national, regional, or local basis to emergency situations by using a variety of communications technologies.
The Fund may make payments not exceeding $151.7 million for this program. The Department shall use $50.0 million of such
amounts to implement a tsunami warning and coastal vulnerability program. Budgetary obligations for FY 2012 and FY 2011
amounted to $237 thousand and $47.6 million, respectively.

NOTE 19. CUSTODIAL NONEXCHANGE ACTIVITY

NOAA receives interest, penalties, and fines primarily related to its past due Accounts Receivable, while BIS receives civil
monetary penalties from private entities that violate the Export Administration Act. These collections are required to be transferred
to Treasury. For FY 2012, the Department had custodial nonexchange revenue of $8.8 million; custodial nonexchange revenue
of $490 thousand was payable to Treasury at September 30, 2012. For FY 2011, the Department had custodial nonexchange
revenue of $6.7 million; custodial nonexchange revenue of $1.8 million was payable to Treasury at September 30, 2011.

NOTE 20. FIDUCIARY ACTIVITIES

Schedule of Fiduciary Activities for the Year Ended September 30, 2012

FY 2012
Patent
Cooperation Madrid
Treaty Protocol Total
Fiduciary Net Assets, Beginning Balance $ 12,864 $ 338 $ 13,202
Contributions 153,716 14,361 168,077
Disbursements to and on Behalf of Beneficiaries (153,960) (14,299) (168,259)
Increase/(Decrease) in Fiduciary Net Assets (244) 62 (182)
Fiduciary Net Assets, Ending Balance $ 12,620 $ 400 $ 13,020
Fiduciary Net Assets as of September 30, 2012
FY 2012
Patent
Cooperation Madrid
Treaty Protocol Total
Fund Balance with Treasury $ 12,620 $ 400 $ 13,020
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Schedule of Fiduciary Activities for the Year Ended September 30, 2011

FY 2011
Patent
Cooperation Madrid
Treaty Protocol Total
Fiduciary Net Assets, Beginning Balance $ 9,452 576 10,028
Contributions 131,755 14,551 146,306
Disbursements to and on Behalf of Beneficiaries (128,343) (14,789) (143,132)
Increase/(Decrease) in Fiduciary Net Assets 3,412 (238) 3,174
Fiduciary Net Assets, Ending Balance $ 12,864 338 13,202
Fiduciary Net Assets as of September 30, 2011
FY 2011
Patent
Cooperation Madrid
Treaty Protocol Total
Fund Balance with Treasury $ 12,864 338 13,202
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The following tables depict major earmarked funds separately chosen based on their significant financial activity and importance to
taxpayers. All other earmarked funds not shown are aggregated as “Other Earmarked Funds.”

United States Department of Commerce Consolidated Balance Sheet

As of September 30, 2012

Damage
NTIA Digital Broadband Assessment Environmental
Television Technology and Improvement
USPTO Transition and Opportunities Restoration and NTIS Coastal Zone Other Total
Earmarked  Public Safety Program - Revolving  Restoration Revolving Management Earmarked Earmarked
Funds Fund Recovery Act Fund Fund Fund Fund Funds Funds
ASSETS
Fund Balance with
Treasury $ 1,606,244 $ 8,842,490 $ 1,712,621 $ 229,485 $ 36,197 § 27,262 $ 250 $ 40,769 $ 12,495,318
Cash 3,330 - - - - - - - 3,330
Accounts Receivable, Net 751 - - 1,468 6,024 - 182 8,425
Direct Loans and Loan
Guarantees, Net - - - - - - 5,784 - 5,784
Inventory, Materials, and
Supplies, Net - - - - - 120 - - 120
General Property, Plant,
and Equipment, Net 236,979 - - - - 1,899 - - 238,878
Other 13,106 74,523 2,658 1 42 6,701 - 43 97,074
TOTAL ASSETS $ 1,860,410 $ 8917,013 $ 1,715279 $ 230954 $ 36,239 $ 42,006 $ 6,034 $ 40,994 $ 12,848,929
LIABILITIES
Accounts Payable $ 75,186 $ 1,346 $ - $ 17278 § $ 11,244 $ -3 200 $ 105,254
Debt to Treasury - - - - - - - 2,638 2,638
Federal Employee
Benefits 8,209 - - - - 844 - - 9,053
Other
Accrued Payroll and
Annual Leave 200,395 10 - 379 1,492 - 243 202,519
Accrued Grants - 7,093 61,449 586 1,172 - - 864 71,164
Unearned Revenue 830,954 - - - - 8,071 - - 839,025
Other 18,792 - 1 115 236 - 422 19,566
TOTAL LIABILITIES $ 1,133,536 $ 8449 $ 61450 $ 18358 $ 1,172 $ 21,887 $ - $ 4267 $ 1,249,119
NET POSITION
Unexpended
Appropriations $ -3 - $ 1653829 §$ - 38 $ - $ - $ 6312 $ 1,660,141
Cumulative Results of
Operations 726,874 8,908,564 - 212,596 35,067 20,119 6,034 30,415 9,939,669
TOTAL NET POSITION $ 726874 $ 8908564 $ 1,653,829 $ 212596 $ 35067 $ 20,119 $ 6,034 $ 36,727 $ 11,599,810
TOTAL LIABILITIES AND
NET POSITION $ 1,860,410 $ 8917,013 $ 1,715279 $ 230954 $ 36,239 $ 42,006 $ 6,034 $ 40,994 $ 12,848,929
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United States Department of Commerce Consolidated Balance Sheet

As of September 30, 2011

Damage
Broadband Assessment Environmental
Technology and Improvement
USPTO Opportunities Restoration and NTIS Coastal Zone Other
Earmarked Program - Revolving Restoration Revolving Management Earmarked
Funds Recovery Act Fund Fund Fund Fund Funds
ASSETS
Fund Balance with
Treasury $ 1,526,349 $ 3389425 § 124660 $ 36350 $ 27231 $ 17,848 $ 43,979
Cash 2,364 - - - - - -
Accounts Receivable, Net 433 - 164 - 3,180 - 193
Direct Loans and Loan
Guarantees, Net - - - - - 6,213 -
Inventory, Materials, and
Supplies, Net - - - - 48 - -
General Property, Plant,
and Equipment, Net 206,628 - - - 1,882 - -
Other 12,137 18,767 - 53 6,736 - 56
TOTAL ASSETS $ 1,747,911 $ 3408192 $ 124824 $ 36403 $ 39,077 $ 24,061 $ 44,228
LIABILITIES
Accounts Payable $ 85,554 $ - $ 693 $ - $ 10839 $ -3 127
Federal Employee
Benefits 8,406 - - - 1,176 - -
Other
Accrued Payroll and
Annual Leave 188,709 - 460 - 1,644 - 198
Accrued Grants - 24,183 - 1,327 - - 1,677
Unearned Revenue 845,782 - - - 8,277 - -
Other 17,200 - 149 - 225 - 66
TOTAL LIABILITIES $ 1,145,651 $ 24183 $ 1302 $ 1327 $ 22,161 $ - $ 2,068
NET POSITION
Unexpended
Appropriations $ - $ 3,384,009 $ - 3 - $ -3 - $ 6,442
Cumulative Results of
Operations 602,260 - 123,522 35,076 16,916 24,061 35,718
TOTAL NET POSITION $ 602,260 $ 3,384,009 $ 123522 $ 35076 $ 16916 $ 24,061 $ 42,160 $ 13,463,967
TOTAL LIABILITIES AND
NET POSITION $ 1,747,911 $ 3,408192 $ 124824 $ 36403 $ 39,077 $ 24,061 $ 44,228
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United States Department of Commerce Consolidated Statement of Net Cost
For the Year Ended September 30, 2012

Damage
NTIA Digital  Broadband  Assessment Environmental
Television Technology and Improvement
USPTO Transition and Opportunities Restoration and NTIS Coastal Zone Other Total
Earmarked  Public Safety  Program - Revolving Restoration  Revolving Management Earmarked Earmarked
Funds Fund Recovery Act Fund Fund Fund Fund Funds Funds
Theme 1: Economic Growth
Gross Costs $ 2320947 $ 327,399 $ 1,638,553 $ - 8 - $ - 8 - $ 5478 $ 4,292,377
Less: Earned Revenue (2,427,082) - - - - - - - (2,427,082)
Net Program Costs (106,135) 327,399 1,638,553 - - - - 5,478 1,865,295
Theme 2: Science and Information
Gross Costs - - - - - 66,056 - - 66,056
Less: Earned Revenue - - - - - (68,324) - - (68,324)
Net Program Costs - - - - - (2,268) - - (2,268)
Theme 3: Environmental Stewardship
Gross Costs - - - 127,756 9,746 - 430 14,698 152,630
Less: Earned Revenue - - - - - - (251) - (251)
Net Program Costs - - - 127,756 9,746 - 179 14,698 152,379
NET COST OF OPERATIONS $ (106,135) $ 327,399 $ 1,638,553 $ 127,756 $ 9,746 $ (2,268) $ 179 $ 20,176 $ 2,015,406
United States Department of Commerce Consolidated Statement of Net Cost
For the Year Ended September 30, 2011
Damage
NTIA Digital  Broadband  Assessment Environmental
Television Technology and Improvement
USPTO Transition and Opportunities Restoration and NTIS Coastal Zone Other Total
Earmarked Public Safety = Program - Revolving Restoration  Revolving Management Earmarked Earmarked
Funds Fund Recovery Act Fund Fund Fund Fund Funds Funds
Theme 1: Economic Growth
Gross Costs $ 2,148,097 $ 297,884 $ 665937 $ -3 - $ -8 - $ 5050 $ 3,116,968
Less: Earned Revenue (2,236,374) - - - - - - - (2,236,374)
Net Program Costs (88,277) 297,884 665,937 - - - - 5,050 880,594
Theme 2: Science and Information
Gross Costs - - - - - 51,976 - - 51,976
Less: Earned Revenue - - - - - (52,349) - - (52,349)
Net Program Costs - - - - - (373) - - (373)
Theme 3: Environmental Stewardship
Gross Costs - - - 16,207 8,823 - 338 21,117 46,485
Less: Earned Revenue - - - - - - (244) - (244)
Net Program Costs - - - 16,207 8,823 - 94 21,117 46,241
NET COST OF OPERATIONS $ (88,277) $ 297,884 $ 665937 $ 16,207 $ 8,823 $ (373) $ 94 $ 26,167 $ 926,462

FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT

225



NOTES TO THE FINANCIAL STATEMENTS

United States Department of Commerce Consolidated Statement of Changes in Net Position
For the Year Ended September 30, 2012

Damage
NTIA Digital Broadband  Assessment Environmental
Television Technology and Improvement
USPTO Transition and  Opportunities  Restoration and NTIS  Coastal Zone  Other Total
Earmarked  Public Safety Program - Revolving Restoration  Revolving Management Earmarked Earmarked
Funds Fund Recovery Act Fund Fund Fund Fund Funds Funds
Cumulative Results of
Operations:
Beginning Balance $ 602,260 $ 9235963 $ - $ 123522 $35076 $ 16,916 $ 24,061 $ 35718 $10,073,516
Budgetary Financing Sources:
Appropriations Used - - 1,638,553 - - - - (95) 1,638,458
Non-exchange Revenue - - - 202,772 9,736 - - 9,986 222,494
Transfers In/(Out) Without
Reimbursement, Net (1,000) - - 14,058 - - - 5,332 18,390
Rescissions - - - - - - (17,848) (350) (18,198)
Other Financing Sources
(Non-exchange):
Imputed Financing Sources
from Cost Absorbed by
Others 19,479 - - - 1 935 - - 20,415
Total Financing Sources 18,479 - 1,638,553 216,830 9,737 935 (17,848) 14,873 1,881,559
Net Cost of Operations 106,135 (327,399)  (1,638,553) (127,756) (9,746) 2,268 (179) (20,176)  (2,015,406)
Net Change 124,614 (327,399) - 89,074 (9) 3,203 (18,027) (5,303) (133,847)
Cumulative Results of
Operations - Ending Balance 726,874 8,908,564 - 212,596 35,067 20,119 6,034 30,415 9,939,669
Unexpended Appropriations:
Beginning Balance - - 3,384,009 - - - - 6,442 3,390,451
Budgetary Financing Sources:
Other Adjustments - - (91,627) - - - - (225) (91,852)
Appropriations Used - - (1,638,553) - - - - 95 (1,638,458)
Total Budgetary Financing
Sources - - (1,730,180) - - - - (130)  (1,730,310)
Unexpended Appropriations
- Ending Balance - - 1,653,829 - - - - 6,312 1,660,141
NET POSITION $ 726,874 $ 8908564 $ 1,653,829 $ 212,596 $35067 $ 20119 $ 6,034 $ 36,727 $11,599,810
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United States Department of Commerce Consolidated Statement of Changes in Net Position
For the Year Ended September 30, 2011

Damage
NTIA Digital Broadband  Assessment Environmental
Television Technology and Improvement
USPTO Transition and  Opportunities  Restoration and NTIS  Coastal Zone Other Total
Earmarked  Public Safety Program - Revolving Restoration Revolving Management Earmarked Earmarked
Funds Fund Recovery Act Fund Fund Fund Fund Funds Funds
Cumulative Results of
Operations:
Beginning Balance $ 492305 §$ 9,533,847 §$ 49 $ 41,930 $ 34,004 $ 15424 $ 27,156 $ 45,101 $10,189,816
Budgetary Financing Sources:
Appropriations Used - - 665,888 - - - - (122) 665,766
Non-exchange Revenue - - - 73,783 9,895 - - 12,126 95,804
Transfers In/(Out) Without
Reimbursement, Net - - - 24,016 - - (3,001) 4,780 25,795
Other Financing Sources
(Non-exchange):
Imputed Financing Sources
from Cost Absorbed by
Others 21,678 - - - - 1,119 - - 22,797
Total Financing Sources 21,678 - 665,388 97,799 9,895 1,119 (3,001) 16,784 810,162
Net Cost of Operations 88,277 (297,884) (665,937) (16,207) (8,823) 373 (94) (26,167) (926,462)
Net Change 109,955 (297,884) (49) 81,592 1,072 1,492 (3,095) (9,383) (116,300)
Cumulative Results of
Operations - Ending Balance 602,260 9,235,963 - 123,522 35,076 16,916 24,061 35,718 10,073,516
Unexpended Appropriations:
Beginning Balance - - 4,092,999 - - - - 6,320 4,099,319
Budgetary Financing Sources:
Appropriations Received - - - - - - - - -
Other Adjustments - - (43,102) - - - - - (43,102)
Appropriations Used - - (665,888) - - - - 122 (665,766)
Total Budgetary Financing
Sources - - (708,990) - - - - 122 (708,868)
Unexpended Appropriations
- Ending Balance - - 3,384,009 - - - - 6,442 3,390,451
NET POSITION $ 602,260 $ 9,235,963 $3,384,009 $ 123,522 $ 35076 $ 16916 $ 24,061 $ 42,160 $ 13,463,967

Below is a description of major earmarked funds shown in the above tables.

The USPTO Earmarked Funds consist of its Salaries and Expenses Fund, and the Patent and Trademark Surcharge Fund.

The Salaries and Expenses Fund contains monies used for the administering of the laws relevant to patents and trademarks
and advising the Secretary of Commerce, the President of the United States, and the Administration on patent, trademark,
and copyright protection, and trade-related aspects of intellectual property. This fund is used for USPTO's three core business
activities — granting patents; registering trademarks; and intellectual property policy, protection, and enforcement — that promote
the use of intellectual property rights as a means of achieving economic prosperity. These activities give innovators, businesses,
and entrepreneurs the protection and encouragement they need to turn their creative ideas into tangible products, and also
provide protection for their inventions and trademarks. USPTO may use monies from this account only as authorized by Congress

via appropriations.
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The Patent and Trademark Surcharge Fund, a Special Fund Receipt Account at Treasury, is discussed in Note 18, Combined
Statements of Budgetary Resources. USPTO may use monies from this account only as authorized by Congress and made
available by the issuance of a Treasury warrant. As of September 30, 2012 and 2011, $233.5 million is held in this fund.

The NTIA Digital Television Transition and Public Safety Fund makes digital television available to every home in America, improves
communications between local, state, and federal agencies, allows smaller television stations to broadcast digital television,
and improves how warnings are received when disasters occur. NTIA received funding from borrowings from the Bureau
of Public Debt, and repaid the Bureau of Public Debt from the proceeds of the auction of recovered analog spectrum which
was completed in March 2008. The proceeds from the auction provide funding for several programs, and has been and is
expected to be further used to reduce the National Deficit. The law establishing this program can be found in the Deficit
Reduction Act of 2005, P.L. 109-171 Sections 3001-3014.

The Broadband Technology Opportunities Program - Recovery Act includes funds from the American Recovery and Reinvestment
Act of 2009 (Recovery Act) that provides awards to eligible entities to develop and expand broadband services to rural
and underserved areas and improve access to broadband by public safety agencies. Specifically, funds are used for
innovative programs that encourage sustainable adoption of broadband services, to upgrade technology and capacity at
public computing centers, including community colleges and public libraries, and for the development and maintenance of
statewide broadband inventory maps.

The Damage Assessment and Restoration Revolving Fund receives monies for the reimbursement of expenses related to oil or
hazardous substance spill response activities, or natural resource damages assessment, restoration, rehabilitation, replacement,
or acquisition activities conducted by NOAA. The recovered sums by a federal, state, indian, or foreign trustee for natural
resource damages is retained by the trustee and is only used to reimburse or pay costs incurred by the trustee for the damaged
natural resources. The law establishing the Damage Assessment and Restoration Revolving Fund can be found in 33 USC
Section 2706.

The Environmental Improvement and Restoration Fund makes available interest that was earned in the Fund in the previous fiscal
year. 80 percent of such amounts shall be made available to be equally divided among the Directors of the National Park
Service, the United States Fish and Wildlife Service, the Bureau of Land Management, and the Chief of the Forest Service
for high-priority deferred maintenance and repairs and modernization of facilities that directly enhance the experience
of visitors, including natural, cultural, recreational, and historic resources protection projects in National Parks, National
Wildlife Refuges, and the public lands, and for payment to the State of Louisiana and its lessees for oil and gas drainage in
the West Delta field. 20 percent of such amounts shall be made available to the Secretary of Commerce for the purpose
of carrying out marine research activities in the North Pacific. The law establishing the Environmental Improvement and
Restoration Fund can be found at 43 USC Section 147d.

The NTIS Revolving Fund is used to collect, process, market, and disseminate government-sponsored and foreign scientific,
technical, and business information, and to assist other agencies with their information programs. Activities funded by the NTIS
Revolving Fund allow customers, both public and private, access to scientific and technical information produced by and for the
federal government. All receipts from the sale of products and services are deposited in this fund, and all expenses, including
capital expenditures, are paid from it.

The Coastal Zone Management Fund, operated by NOAA, is primarily used for interstate projects, demonstration projects
for improving coastal zone management, and emergency grants to state coastal zone management agencies to address
unforeseen or disaster-related circumstances. The law establishing the Coastal Zone Management Fund can be found in
16 USC Section 1456a.

228 FY 2012 PERFORMANCE AND ACCOUNTABILITY REPORT



NOTES TO THE FINANCIAL STATEMENTS

NOTE 22. RECONCILIATION OF NET COST OF OPERATIONS TO BUDGET

The Reconciliation of Net Cost of Operations to Budget reconciles the Department's Resources Used to Finance Activities
(first section), which consists of the budgetary basis of accounting Net Obligations plus the proprietary basis of accounting Other
Resources, to the proprietary basis of accounting Net Cost of Operations. The second section, Resources Used to Finance
Items Not Part of Net Cost of Operations, reverses out items included in the first section that are not included in Net Cost
of Operations. The third section, Components of Net Cost of Operations that Will Not Require or Generate Resources in the
Current Period, adds items included in Net Cost of Operations that are not included in the first section.

The third section’s subsection, Components Requiring or Generating Resources in Future Periods, includes costs reported in
the current period that are included in the Liabilities Not Covered by Budgetary Resources reported in Note 15. This subsection
does not include costs reported in prior fiscal years that are also included in Liabilities Not Covered by Budgetary Resources.

The reconciliations of Net Cost of Operations to Budget for FY 2012 and FY 2011 are as follows:

FY 2012 FY 2011
Resources Used to Finance Activities:
Budgetary Resources Obligated
Obligations Incurred $ 12,238,097 $ 12,403,833
Less: Spending Authority From Offsetting Collections and Actual Recoveries of Prior-years UnPaid Obligations (4,607,196) (4,400,081)
Obligations Net of Offsetting Collections and Actual Recoveries 7,630,901 8,003,752
Less: Distributed Offsetting (Receipts)/Outlays, Net (62,667) (33,570)
Net Obligations 7,568,234 7,970,182
Other Resources
Donations and Forfeitures of Property 579 458
Transfers In/(Out) Without Reimbursement, Net 182,220 (4,062)
Imputed Financing Sources From Cost Absorbed by Others 297,694 347,925
Other Financing Sources/(Uses), Net (8,483) (8,246)
Net Other Resources Used to Finance Activities 472,010 336,075
Total Resources Used to Finance Activities 8,040,244 8,306,257

(continued on next page)
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(continued from previous page)

FY 2012 FY 2011

Resources Used to Finance Items Not Part of Net Cost of Operations:
Change in Budgetary Resources Obligated for Goods, Services, and Benefits Ordered but Not Yet Provided 3,088,147 1,920,989
Resources that Fund Expenses Recognized in Prior Periods (5,718) (12,253)
Budgetary Obligations for Downward Subsidy Reestimates Payable to Treasury (6,375) (8,087)
Budgetary Offsetting Collections and Receipts that Do Not Affect Net Cost of Operations:

Distributed Offsetting (Receipts)/Outlays, Net (excludes Clearing Accounts’ Gross Costs) 62,667 33,570

Credit Program Collections which Increase Loan Guarantee Liabilities or Allowance for Subsidy Cost 68,138 40,204

Budgetary Financing Sources/(Uses), Net 137,002 (138,801)
Resources that Finance the Acquisition of Assets (2,231,293) (1,743,564)
Other Resources or Adjustments to Net Obligated Resources that Do Not Affect Net Cost of Operations:

Change in Unfilled Customer Orders (15,472) 82,970

Donations and Forfeitures of Property (579) (458)

Transfers In/(Out) Without Reimbursement, Net (182,220) 4,062

Other Financing Sources/(Uses), Net 8,483 8,246

Other (3,409) (4,643)
Total Resources Used to Finance Items Not Part of Net Cost of Operations 919,371 182,235
Total Resources Used to Finance Net Cost of Operations 8,959,615 8,488,492
Components of Net Cost of Operations that Will Not Require or Generate Resources in the Current Period:
Components Requiring or Generating Resources in Future Periods
Increase in Accrued Annual Leave Liability 394 5,841
Increase in Federal Employee Benefits 42,729 39,447
Increase (Decrease) in Contingent Liabilities (2,900) (8,753)
Reestimates of Credit Subsidy Expense 3,440 (4,921)
Other 5,545 7,391
Total Components of Net Cost of Operations that Will Require or Generate Resources in Future Periods 49,208 39,005
Components Not Requiring or Generating Resources
Depreciation and Amortization 551,210 687,009
NOAA Impairment of Construction-in-progress (Note 16) 98,260 -
NOAA Issuances of Materials and Supplies 21,581 30,247
Revaluation of Assets or Liabilities 20,728 (101)
Other (18,581) (10,852)
Total Components of Net Cost of Operations that Will Not Require or Generate Resources 673,198 706,303
Total Components of Net Cost of Operations that Will Not Require or Generate Resources in the Current Period 722,406 745,308
NET COST OF OPERATIONS $ 9,682,021 $ 9,233,800
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NOTE 23. STEWARDSHIP PROPERTY, PLANT, AND EQUIPMENT

This note provides information on certain resources entrusted to the Department and certain stewardship responsibilities
assumed by the Department. The physical properties of Stewardship Property, Plant, and Equipment (Stewardship PP&E)
resemble those of the General PP&E that is capitalized traditionally in the financial statements of federal entities. Due to the
nature of these assets, however, valuation would be difficult and matching costs with specific periods would not be meaningful.
Therefore, federal accounting standards require the disclosure of the nature and quantity of these assets. NOAA, NIST, and the
Census Bureau are the only entities within the Department that have Stewardship PP&E. Additional information on Stewardship
PP&E is presented in the Required Supplementary Information section.

Stewardship Marine Sanctuaries, Marine National Monuments, and Conservation Area:

NOAA maintains the following Stewardship PP&E, which are similar in nature to stewardship land:

National Marine Sanctuaries: In 1972, Congress passed the Marine Protection, Research, and Sanctuaries Act (Act) in response
to a growing awareness of the intrinsic environmental and cultural value of coastal waters. The Act authorized the Secretary
of Commerce to designate special nationally-significant areas of the marine environment as national marine sanctuaries.
These protected waters provide a secure habitat for species close to extinction, and also protect historically significant shipwrecks
and prehistoric artifacts. National marine sanctuaries are also used for recreation (e.g, boating, diving, and sport fishing), and
support valuable commercial industries such as fishing and kelp harvesting. As of September 30, 2012, 13 National Marine
Sanctuaries, which include both coastal and offshore areas, have been designated, covering a total area of nearly 19,000 square
miles. Each individual sanctuary site (Monterey Bay, the Florida Keys, the Olympic Coast, and Channel Island are the largest four)
conducts research and monitoring activities to characterize existing resources and document changes.

Papahanaumokuakea Marine National Monument: The majority of all coral reef habitats located in U.S. waters surround the
Northwestern Hawaiian Islands (NWHI). Papahanaumokuikea Marine National Monument was designated by Presidential
Proclamation in 2006 and overlays several previously designated protected areas and forges a co-management regime for the
entire area. The overlayed protected areas comprising the monument are the NWHI Coral Reef Ecosystem Reserve (from 3 to
50 miles in federal waters from the corridor of islands of the NWHI); the National Wildlife Refuges (the islands, atolls and some
federal waters; and the State of Hawaii Refuge and lands and waters. The Monument is co-managed by the Department of
Commerce-NOAA with the Department of the Interior, and the state of Hawaii.

Rose Atoll Marine National Monument: On January 6, 2009, President Bush designated the Rose Atoll Marine National Monument
in American Samoa. The monument includes the Rose Atoll National Wildlife Refuge. It also includes about 20 acres of land
and 1,600 acres of lagoon and is one of the most pristine atolls in the world. The areas around the atoll support a dynamic reef
ecosystem that is home to many land and marine species, many of which are threatened or endangered. The Department of the
Interior has primary management responsibility of the atoll while NOAA has primary management responsibility for the marine
areas of the monument seaward of mean low water, with respect to fishery-related activities regulated pursuant to the Magnuson-
Stevens Fishery Conservation and Management Act (16 U.S.C. 1801 et seq. ) and any other applicable authorities. An inter-
governmental committee comprised of NOAA, Department of the Interior, and the American Samoa Government has been
established to develop and coordinate management strategies. NOAA is progressing with fisheries management strategies, and
has begun the process to consider incorporation of the area into the Fagatele Bay National Marine Sanctuary.
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Marianas Trench Marine National Monument: On January 6, 2009, President Bush designated the Marianas Trench Marine National
Monument. The Monument consists of approximately 96,000 square miles of submerged lands and waters of the Mariana
Archipelago. It includes three units: the Islands Unit, the waters and submerged lands of the three northernmost Mariana
Islands; the Volcanic Unit, the submerged lands within 1 nautical mile of 21 designated volcanic sites; and the Trench Unit, the
submerged lands extending from the northern limit of the Exclusive Economic Zone of the United States in the Commonwealth
of the Northern Mariana Islands (CNMI) to the southern limit of the Exclusive Economic Zone of the United States in the
Territory of Guam. No waters are included in the Volcanic and Trench Units, and CNMI maintains all authority for managing
the three islands within the Islands Unit (Farallon de Pajaros or Uracas, Maug, and Asuncion) above the mean low water line.
The Department of the Interior, in consultation with NOAA, has management responsibility for the monument. With respect
to fishery-regulated activities regulated pursuant to the Magnuson-Stevens Fishery Conservation and Management Act and any
other applicable authorities, however, NOAA has primary management responsibility, and, when necessary, consults with the
Department of the Interior. The inaugural Marianas Trench Monument Advisory Council (MTMAC) meeting took place on June 5
and 6, 2012, in Garapan, Saipan. NOAA is progressing with fisheries management strategies, and is scoping for management
plan development, in cooperation with the Department of the Interior.

Pacific Remote Islands Marine National Monument: On January 6, 2009, President Bush designated the Pacific Remote Islands
Marine National Monument. The Pacific Remote Islands area consists of Wake, Baker, Howland, and Jarvis Islands, Johnston
Atoll, Kingman Reef, and Palmyra Atoll, which lie to the south and west of Hawaii. With the exception of Wake Island, these
islands are administered as National Wildlife Refuges by the Department of the Interior. They sustain many endemic species,
including corals, fish, shellfish, marine mammals, seabirds, water birds, land birds, insects, and vegetation not found elsewhere.

The Department of the Interior has responsibility for management of the Monument in consultation with NOAA, including out
to 12 nautical miles from the mean low water lines of Wake, Baker, Howland, and Jarvis Islands, Johnston Atoll, Kingman Reef
and Palmyra Atoll, pursuant to applicable legal authorities. NOAA is progressing with fisheries management strategies, and is
scoping to develop a Monument Management Plan in cooperation with the Department of the Interior.

Aleutian Islands Habitat Conservation Area: On July 28, 2006, NOAA formally established the Aleutian Islands Habitat Conservation
Area in Alaska, which covers nearly 370,000 square miles and may harbor among the highest diversity of deep-water corals
in the world. The conservation area established a network of fishing closures in the Aleutian Islands and Gulf of Alaska, and
protects habitat for deep water corals and other sensitive features that are slow to recover once disturbed by fishing gear or
other activities. Six small areas that include fragile coral gardens discovered by NOAA Fisheries Service scientists are closed
to all bottom-contact fishing gear. This effort is part of a network of new marine protected areas in Alaskan waters designed to
protect essential fish habitat and prevent any further damage of the area.

Written policy statements or permit guidelines for the National Marine Sanctuaries and Monuments have been developed for
the areas of acoustic impacts, artificial reefs, climate change, invasive species, and marine debris. Submarine cable policy
was finalized in 2011. NOAA's Office of Marine National Sanctuaries may be updating artificial reefs policy to reflect recent
information about the effects of artificial reefs on natural habitats. The Office of Marine National Sanctuaries answers the most
frequently asked questions related to alternative energy and oil and gas policy decisions for national marine sanctuaries.

Heritage Assets:

Heritage assets are unique for their historical or natural significance, for their cultural, educational, or artistic importance, or for
their significant architectural characteristics. The Department generally expects that these assets will be preserved indefinitely.
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In cases where a heritage asset also has a practical and predominant use for general government operations, the asset is
considered a multi-use heritage asset. The cost of a multi-use heritage asset is capitalized as General PP&E and is depreciated
over the useful life of the asset.

NOAA has established policies for heritage assets to ensure the proper care and handling of these assets under its control
or jurisdiction. The Deputy Under Secretary of NOAA established the Heritage Assets Working Committee to administer
NOAA's stewardship policies and procedures. In carrying out these policies and procedures, the Working Committee:

® Maintains a nationwide inventory of heritage assets, ensuring that they are identified and recorded in the Personal
Property Heritage Asset Accountability System;

® FEstablishes nationwide NOAA policies, procedures, and standards for the preservation, security, handling, storage, and
display of NOAA heritage assets;

® Tracks and updates each loan of NOAA heritage assets, including assigning current values and inventory numbers, and
reporting the current conditions of heritage assets;

® Determines the feasibility of new asset loans, such as meters, standard tide gauges, portraits, and books for exhibit
loans; and

® (ollects heritage assets and properties of historic, cultural, artistic, or educational significance to NOAA.
NOAA maintains the following Heritage Assets:

Galveston Lahoratory: Galveston Laboratory is comprised of seven buildings that were originally part of Fort Crockett, Texas,
an army coastal defense facility built shortly after 1900. These buildings are eligible for placement on the National Register.
Due to their historic significance, exterior architectural features, and predominant use in government operations, the Galveston
Laboratory is considered a multi-use heritage asset.

National Marine Fisheries Service (NMFS) St. George Sealing Plant: On St. George Island, in the Pribilof Islands group, Alaska, is the
only remaining northern fur seal pelt processing building in the world. In 1986, the building was listed on the National Register
of Historic Properties, within the Seal Islands National Historic Landmark. The Pribilof Islands commercial fur seal harvest was
an extremely profitable business for the U.S. government, and, by the early 1900s, had covered the purchase price of Alaska.
The building is the largest on the island, and is comprised of four distinct work areas from the seal pelt processing area. In 1950,
the original wood-framed pelt processing plant was destroyed in a fire and rebuilt in 1951 with concrete walls on remnants of the
original foundation. Harsh weather and a lack of maintenance funding after the expiration of the Northern Fur Seal Convention in
1985 resulted in significant deterioration of the building by the early 1990s.

In November 1999, after numerous site surveys and assessments, the building’s crumbling foundation was stabilized and the
building's exterior was painted. This effort allowed for NOAA's continued, but limited, use of the building by the NMFS Alaska
Region and Alaska Fisheries Science Center to achieve NOAA's mission on St. George Island. In addition, the U.S. Fish and
Wildlife Service (USFWS) Alaska Maritime National Wildlife Refuge used the building as a bunkhouse until 2006, when NOAA's
Safety Officer and the USFWS Safety Officer both determined the bunkhouse portion of the building lacked sufficient means
of egress in the event of fire and deemed it to be unsafe for habitation. It was determined by USFWS that the cost of making
the necessary modifications to the space was not fiscally justifiable. NOAA's Preserve America program funded an interpretive
display project in the Seal Plant to promote public outreach and education for the modest tourism program on St. George.
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NMES Cottage M, St. George: The last remnants of the U.S. commercial harvest of northern fur seals can be found on St. George
Island, in the Pribilof Islands group, Alaska. In 1986, Cottage M (locally known as Cottage C), was listed on the National Register
of Historic Places within the Seal Islands National Historic Landmark. This building was constructed in the 1930s and was the
residence of the island doctor and hospital through 1955, when the current clinic/hospital was built. Later, the construction of
a health clinic on St. George Cottage M provided housing for government scientists and managers. In recent years, USFWS
Alaska Maritime National Wildlife Refuge staff have also used the building. NMFS Cottage M is considered a multi-use heritage
asset because of the critical housing for NOAA's research and management staff, along with USFWS staff.

NMES St. Paul OId Clinic/Hospital: On St. Paul Island, in the Pribilof Islands group, Alaska, fewer historic structures remain than
on St. George Island. In 1986, the clinic/hospital was listed on the National Register of Historic Places within the Seal Islands
National Historic Landmark. The old clinic/hospital is the combination of three historic buildings (physician’s house, 1929;
dispensary, 1929; and hospital, 1934) connected in 1974 with an addition. The building was used as a clinic/hospital through
2006 under a Memorandum of Agreement between NMFS and the Department of Health, Education and Welfare, and later,
the Indian Health Service/Bureau of Indian Affairs. Since August 2007, NMFS has maintained the facility. The facility is vacant
and in significant need for repair before it can be utilized. During the winter of 2010, there was a freeze resulting in broken
plumbing pipes and substantial flooding and icing throughout the building. All surface finishes on walls and most floors and
most wall insulation have been removed. The electrical, heating, plumbing supply, waste drain, and fire sprinkling systems
are non-functional. An engineering assessment has been completed which indicates that the north and south sections of the
structure (built in 1929 and 1934) are in poor condition. The assessment recommended demolition vice repair of these sections
due to the extensive amount of work required to bring these oldest portions of the structure to meet modern code compliance.
The report recommended temporary shoring of the north and south sections to reduce the possibility of collapse until a decision
is made with respect to the future renovation of the facility. NMFS will evaluate the cost-benefit of renovation of the facility to
accommodate future needs on St. Paul Island.

NMEFS Agquarium: In Woods Hole, Massachusetts, this aquarium was established in 1875 by Spencer Baird, the originator of
NMEFS. In addition to being part of the first laboratory of today’s NMFS, this aquarium is the oldest marine research display
aquarium in the world. It is used to educate the public, raise public awareness of NMFS activities, and accommodate in-house
research for the Northeast Fisheries Science Center. The aquarium houses 16 permanent exhibition tanks and approximately
12 freestanding aquaria and touch tanks holding more than 140 species of fish and invertebrates and, on occasion, sea turtles.
The facility also has an exterior seal habitat that currently exhibits non-releasable harbor seals obtained through the NOAA marine
mammal stranding network. The tanks range in size from 75 to 2,800 gallons. NMFS Aquarium is considered a multi-use heritage
asset because it is also used for NOAA's scientific research, which is part of its mission.

Office of Atmospheric Research (OAR) Great Lakes Environmental Research Laboratory (GLERL), Lake Michigan Field Station (LMFS): In
Muskegon, Michigan, the GLERL main building, constructed in 1904 by the U.S. Life Saving Service, is eligible for National
Register designation and has been recognized by state and local historical societies for its maritime significance. With the
creation of the U.S. Coast Guard in 1915, the facility was transferred and served as a base for search and rescue operations
for 75 years. In 2004, a renovation project was completed that restored the exterior to its original architecture and color
scheme — a style that is considered rare. Today, GLERL carries out research and provides scientific products, expertise,
and services required for effective management and protection of Great Lakes and coastal ecosystems. GLERL/LMFS
includes three buildings and a research vessel dockage. The function of the field station is to provide a base of operations
for GLERL's primary research vessel, which is presently the Research Vessel Laurentian, and to provide a focal point for
GLERL's research on Lake Michigan. Due to its historic significance, exterior architectural features, and predominant use
in government operations, GLERL/LMFS is considered a multi-use heritage asset.
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Collection-type Heritage Assets: NOAA's collection-type heritage assets are comprised primarily of books, journals, publications,
photographs and motion pictures, manuscripts, records, nautical chart plates, and artifacts. Many of these heritage assets are
maintained by the NOAA Central Library (Library). As evidenced by a search of international catalogs, 35 to 50 percent of the
Library’s collection is unique. Historically, 40 percent of the items catalogued are not found anywhere else. Many older books
cannot be replaced. The works include 17th century works of Francis Bacon and Robert Boyle, 18th century works of Daniel
Bernouilli, Daniel Defoe, and Pierre Bougher, and 19th and 20th century works of Benjamin Franklin and George Washington
Carver. The Library has an extensive collection of historical Coast and Geodetic Survey materials (from 1807) and \Weather Bureau
materials (from the 1830s), including foreign and historical meteorological data, information on instruments, and metadata.

NOAA's collection-type heritage assets include items in the Thunder Bay Sanctuary Research Collection (Collection). In 2004, the
Thunder Bay National Marine Sanctuary (jointly managed by NOAA and the State of Michigan to protect and interpret a nationally
significant collection of shipwrecks and other maritime heritage resources) established an agreement with the Alpena County
George N. Fletcher Public Library to jointly manage this Collection. Amassed over a period of more than 40 years by historian
C. Patrick Labadie, the Collection includes information about such diverse subjects as Great Lakes ports and waterways, docks,
cargoes, ships, shipbuilders, owners and fleets, machinery and rigging, notable maritime personalities, and shipwrecks. Special
features of the Collection are extensive collections of a) data cards listing most of the ships on the Great Lakes before year 1900,
a roster of some 15,000 vessels complete with descriptive data and highlights of the ships’ careers and their ultimate losses;
and b) ship photograph negatives of 19th and 20th century Great Lakes ships. Heritage assets also include copies of vessel
ownership documents, contemporary ship photographs, books, and other items documenting the Great Lakes history.

NOAA's collection-type heritage assets also include items in the National Climatic Data Center Library. Heritage assets include
a) books, manuals, and slides; b) thermometers, gauges, and radiosondes; and c) laboratory equipment.

Historical artifacts are designated collection-type heritage assets if they help illustrate the social, educational, and cultural heritage
of NOAA and its predecessor agencies (Coast and Geodetic Survey, U.S. Fish Commission, the Weather Bureau, the Institutes
for Environmental Research, the Environmental Science Services Administration, etc.). These include, but are not limited to,
bells, gyrocompasses, brass citations, flags, pennants, chronometers, ship seals, clocks, compasses, fittings, miscellaneous
ship fragments, lithographic plates, barometers, rain gauges, and any items that represent the uniqueness of the mission of
NOAA and its predecessor agencies.

The NOAA Logistics Office continually conducts inventories of its collection-type heritage assets. Many items that were once
classified as an individual collection are now included in existing collections. Other items are now deemed as not meeting the
heritage asset criteria.

NIST currently maintains collection-type heritage assets under its Museum and History Program, which collects, conserves,
and exhibits artifacts, such as scientific instruments, equipment, objects, and records of significance to NIST and predecessor
agencies. This program provides institutional memory and demonstrates the contributions of NIST to the development of
standards measurement, technology, and science. The Information Services Office (ISO) maintains the historical archives, rare
book collection, and oversees the oral history program. The historical archives and rare book collection contain titles that are
considered “classics” of historical scientific interest, books by prominent contemporary scientists, and books by NIST authors
or about NIST work. Titles are recommended for inclusion by ISO staff and customers. Materials are not specifically purchased
for the collection nor are funds specifically allocated for the collection. Photos and manuscripts include images of NIST staff,
facilities, and artifacts that demonstrate NIST accomplishments.
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NIST's Museum and History Program has policies in place for acquisitions and loans. Objects are either on display or in storage
and are not used by visitors. Archives, including the historical book collection, are used according to established research library
policies and procedures. When considering artifacts for accession, the following criteria are considered:

® Direct connection to NIST program activity

® Direct connection to a NIST prominent person
® Physical size

® Safety considerations

Archive material is not loaned. Artifacts are rarely loaned, but can be loaned within established policies and procedures for
educational purposes, scholarly research, and limited public exhibition to qualified institutions. The loan policy packet for these
artifacts includes an introduction to the NIST Loan Program, Borrower Checklist, Artifact Loan Request, NIST Loan Policy,
Insurance Requirements, Facilities Report, Outgoing Loan Agreement, Condition Report Form, and Outgoing Loan Process.

ISO preserves and promotes the history of NIST through a program that collects, organizes, and preserves records of enduring
value and encourages and supports their use by researchers. The policies and procedures cover such topics as submitting
reference inquiries, regulations for use of the archives collection, scope of archives collection, criteria for accepting archival
material, providing physical and bibliographic access, preservation, and reviewing the collection.

Collection-type heritage assets maintained by Census Bureau are items considered unique for their historical, cultural, educational,
technological, methodological, or artistic importance. They help illustrate the social, educational, and cultural heritage of Census
Bureau. Some items because of their age or obvious historical significance are inherently historical artifacts. Some examples
of these historical artifacts include:

1900 Hollerith Key Punch: Census Bureau clerks used the key punch during the 1900s to punch round holes into cards for tabulation
by electric tabulating machines housed at the Census Bureau. The key punch increased the speed with which clerks could
transfer data entered on census schedules to the punch cards used to tabulate census results.

Hollerith Tabulator (Dial): The Hollerith Tabulator dial was manufactured by the Tabulating Machine Company for the Census Bureau.
The Hollerith Tabulator dial mechanically illustrated the data being read from punched paper cards entered into the tabulator.
The holes punched in cards were sensed by pins or pointers making contact through the holes to a drum. The completion of an
electric circuit through a hole advanced the counter on this dial representing data tabulated for a specific population, economic,
or agriculture inquiry on the census schedule.

Gang Punch: The Gang punch was manufactured by the Tabulating Machine Company for the Census Bureau. The gang punch
was used for recording facts common to a number of punch cards, such as the month, day, year, etc. It is equipped with a
number of moveable punches, which can easily be changed and set for any desired combination. Using the gang punch, clerks
could punch a number of cards at once, thus speeding the transcription of data.

Pantograph: This item was manufactured by the Tabulating Machine Company for the Census Bureau. Census Bureau clerks used
the pantograph, or keyboard punch, to transfer information on the census schedule to punch cards. To operate the pantograph,
the clerk guided one end of the lever over a board showing the categories of information from the census (age, sex, place of
birth, etc.) and depressed the lever at the appropriate position, punching a hole in the punch card. With the information found
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on the schedule translated into punch holes on cards, the data could then be read and the results tallied by tabulators designed
to read the punch cards.

Census Bureau Enumerators Badge: The Census Bureau provided enumerators with badges during the 1900s and later censuses,
and recipients were instructed to wear them when on duty. The 1900s instructions to enumerators noted that the badge offered
additional evidence of the bearer's authority to ask the question required by law. Furthermore, enumerators were instructed
to wear the badge attached to the vest und