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May 15, 2007

Mr. Roger Sant, Chair
Executive Committee
Smithsonian Board of Regents
The Smithsonian Institution
1000 Jefferson Drive, SW
Washington, D.C. 20560

Dear Mr. Sant:

I am writing to you regarding Smithsonian Business Ventures (SBV), the entity that is
responsible for managing commercial activities at the Smithsonian, including the gift shops, food
vendors and the Smithsonian magazine. My office has received a significant number of phone
calls and letters from whistleblowers about SBV alleging questionable management practices. In
addition, the Smithsonian Inspector General (IG) has issued a report this January 19, 2007,
“Executive Compensation At Smithsonian Business Ventures” and is completing an agreed upon
procedures review that includes the expenses of the CEO of SBV, Mr. Gary Beer. These
contacts and reports raise serious questions in regards to SBV as well as the management and
oversight of SBV by the Board of Regents and senior management at the Smithsonian.

While many things trouble me at SBV, I am especially taken by the IG’s findings that
while real net gain for SBV in 2007 was $20 million dollars (in 1999 dollars) as compared to
$27.9 million dollars in 1999, total executive compensation as a percentage of net gain has
grown from 8 to 11 percent since 2000. In addition, the IG found that SBV fell far short of
projections and expectations. It seems that the executives took care of themselves at SBV but
didn’t take care of the Smithsonian. With limited funds and resources, it is vital that the
Smithsonian successfully manage its commercial activities.

Meanwhile, the Smithsonian’s expenses are skyrocketing. The cost of mounting
interesting new exhibits to attract visitors is always before us. The Smithsonian’s building and
facilities maintenance and improvement needs alone are backlogged and soaring as each day
passes without ameliorative action. We’ve read media reports that Smithsonian employees have
become skilled at draping plastic to protect landmark items from water damage. Just this week,
The Washington Post reported the “bare-bones™ cost of a new roof, windows, more security and
fire protection, and modernized heating and cooling systems at the Arts and Industries Building
would be about $55 million. A full renovation to use the building as a museum would cost at
least $416 million. That's just a fraction of the Smithsonian’s capital needs. Everyone knows
the Smithsonian’s funding sources are very limited. Those sources include tax dollars, charitable



donations, and proceeds from commercial ventures. Since tax dollars are limited and charitable
donations are often of restricted purpose, the Smithsonian critically needs to successfully manage
its commercial activities. That’s why it’s worrisome that SBV executives apparently took care of
themselves but not the Smithsonian.

So that I can fully understand the situation at SBV, I request that you please provide me,
since Mr. Beer’s hiring, the following information:

A. Personnel [ssues

1. Please provide a copy of Mr. Beer’s original employment contract as well as all revisions as
well as any incentive plans. Please inform me who negotiated this contract and who drafted the
contract. Please provide me all the comparables used to justify Mr. Beer's salary at the time of
his employment. Please provide all financial disclosures that Mr. Beer has filed while at the
Smithsonian.

2. Itis my understanding that an SBV executive, currently serving as Vice President of Media
Services, has received a number of promotions and bonuses in the last several years and has a
current salary of over $140,000. Please provide the personnel file and any other material relevant
to this executive’s promotions, bonuses as well as the individual’s original hiring. Please
provide a copy of all of this executive’s travel and expenditures, including travel records. Please
indicate the purpose of the travel and who approved the travel. Please provide a copy of actual
and planned travel itinerary. Please provide a copy of this executive’s financial disclosure forms.
Please provide a copy of all emails and other communications between this executive and Mr.
Beer.

In addition, please provide documentation of the executive’s original starting date and the
date in which this individual was vested. Please provide a breakdown for this individual’s base
salary and bonuses for 2006 and previous years. For each position that this individual was given
as a promotion, please answer the following: was this job posted; were there any other
candidates; and, how long were the jobs posted before they were filled? Please provide all
material human resources has regarding these positions, including emails and other
communications, Who signed off on the creation of each of these new positions? What is the
justification for the creation of these positions? Who reviews the creation of new positions, what
is the process, and who did it in each case here? Were regular Smithsonian procedures followed
in each of these cases, if so, why not?

3. The IG reports that “SBV gave incentive awards even though executives and division
managers did not meet approved financial performance goals.” Please provide a copy of all
incentive plans and inform us of the author(s) of the plans and all individuals who approved the
plans and the awards under them. Please respond to this criticism,
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