AMERIGANS -FOR-PROSPERITY

February 10, 2012

Dear Senator Paul and Representative Pompeo,

On behalf of more than 1.9 million Americans foo§perity activists in all 50 states, | applaud
your introduction of bills to help stop budget klaaWashington by providing better incentives
for federal agencies and grant recipients to retuunsed taxpayer dollars for deficit reduction.

There are currently a number of barriers preverfedgral grant recipients and federal agencies
from being responsible stewards of taxpayer doll&sr example, federal agencies must spend
every penny they are given by Congrdsslaw This leaves them with no incentive to find

ways to cut costs and save taxpayer money — suiiyphais at the end of the year must either be
spent (often unwisely) or the money languishesiia@ount only to be spent later. They cannot
return unused funds for deficit reduction.

Recipients of federal grants — states, local gawemts, or non-profit organizations — also have
unhelpful incentives. If they don’t use all of tmney they were granted, they can return it to
the federal agency that gave them the funds, leytkhow that that money will only be
redistributed to some other grant recipient (andused for deficit reduction). Recipients often
find it better to use all of the funds than to gemnd up in someone else’s hands.

The money at play is not just a penny here anchaythere; real money is involved. During
2011, nearly $3.7 billion in grants were returnedhte federal government from states and
localities, only to be redistributed by federal damcrats to other grant recipients. It's likelgtth
much more would be returned if budget-consciousatgecipients knew that the money would
go to deficit reduction. Similarly, the White Hauexpected there to be more than $700 billion
in unobligated balances (unspent funds) just gittinaccounts at federal agencies at the end of
fiscal year 2011. We could make a dent in Wasbimgtannual deficits if only a fraction of that
money could be returned.

Your two bills would help break down these barrignsl backward incentives. Senator Paul's
Cost Savings Enhancements Act would help contd#ri@ agencies’ budgets by creating an
employee suggestion program. If employees spatenascome forward with an idea on how to
spend taxpayer dollars more wisely, they will gekéep as much as $10,000 of the budgetary
savings if their suggestions are adopted. The bé#ute federal agency would then be given
authority to return the money to the Treasury fefiait reduction.

Representative Pompeo’s legislation focuses orrd¢deants to state and local governments. If
states or localities determine that they will nse¢ @ll of the money they have been granted by
the federal government they can send the funds #adknstead direct the Treasury to use it for
deficit reduction.



If we’re going to fundamentally change the way Wagton does business, we need to include
these important small steps. Americans for Pragpisrproud to support both of these pieces of
legislation. | urge your colleagues to supportritess well, and | look forward to working with
you in the future.

Sincerely,

/2=

James Valvo
Director of Government Affairs
Americans for Prosperity

Americans for Prosperity® (AFP) is a nationwide anjzation of citizen leaders committed to advan@wgry individual's right
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