August 1, 2007

Dear Colleagues:   I am writing to let you know that I have stepped down as CEO of Smithsonian Business Ventures on July 31st. Although I had planned to leave in September and I expected to transition my duties to a new leader at SBV, it is now clear that there are critical decisions that must be made in the short term to move SBV forward. These are best made by the Acting Secretary, those who will be managing the business in the future and those who share the Institution's vision for the future of SBV.  I am proud to leave them with a strong foundation and management team at SBV.    

 

SBV's forecast is ahead of our Budget commitment of $25 million for FY 2007, despite the loss of the National Museum of American History this past year (closed due to construction). We are on a solid track for continuing profit growth in FY 2008. Management's FY 2008 budget submitted to the Acting Secretary last week is $27 million, a 9% increase over FY 2007. 

 

In the seven years that I led SBV, we expanded the businesses and built an entrepreneurial business unit for the Smithsonian Institution. We did so despite the economic fallout following September 11th and despite the most acute downturn in print advertising in decades. The quality of Smithsonian Magazine has remained superior and paid circulation has increased. I remain proud that management kept up museum revenues despite a 30% decline in visitation since September 11th. The new retail operating partnerships and concessions that we introduced played a big part in doubling museum revenue per visitor during this period. 

 The expansion of Smithsonian business activities through creative partnerships is a hallmark of SBV accomplishment. It is tremendously gratifying to see the groundbreaking collection of the first video programs produced by and about Smithsonian research and collections. The new public and private alliances that SBV established to create Smithsonian Networks and Smithsonian Books will hopefully have a lasting affect on the Institution's mission of increasing knowledge. I hope that this legacy will be protected and enhanced by successive SBV leadership and that what has been pioneered here will continue to serve as a model for other non profits.  

I would be remiss not to discuss the Inspector General (IG)'s report being released this week on my compensation and reimbursed expenses for the period of FYs 2001-2005. The report focuses on the deficiency of recordkeeping.  As you may know, this was initiated over a year ago as a result of a FOIA request by the Washington Post for the information. What began as a simple review of travel and entertainment expenses of the CEO has been turned into an investigative review of financial and accounting practices of SBV. The IG report confirms that I received no outside income or perks, and found nothing illegal or unethical. However, the IG recommended that I be held personally responsible for legitimate business expenses where original records were lost or misplaced.  I believe this is inappropriate and incorrect as a matter of principle and tax law and I am deeply disappointed that the Regents have accepted the IG's recommendation.  All of my reimbursed expenses were for SBV business travel and entertainment that were approved at the time they were incurred.  The independent directors of the SBV Board concluded that the amount and nature of the expenses were reasonable and customary in performing my duties as the CEO of a $170 million enterprise with multiple lines of business and operations in multiple cities, which necessitated frequent travel to New York and hosting of business partners, board members and functions.  It is unfortunate that records have been lost or misplaced, possibly in the move of accounting offices to Herndon.  However, SBV provided detailed credit card statements, itineraries and documentation in most of the cases where the original receipts or records were not located and I am confident that the IRS would find the reconstruction of expenses adequate.  
I am fortunate to have had the opportunity to build up the business ventures group and the experience of working with many of you over the last seven years.  You should be proud of the job you are doing and the contribution that you make to the Smithsonian. I wish you all the best and trust that the Acting Secretary and the Regents will support your endeavors as the future structure and mandate of SBV is deliberated.   

 Sincerely, 

 

Gary Beer

CEO

Smithsonian Business Ventures

