FISCAL YEAR 2014

BUDGET

OF THE U.S. GOVERNMENT

OFFICE OF MANAGEMENT AND BUDGET

BUDGET.GOV

Scan here to go to
our website.



THE BUDGET DOCUMENTS

Budget of the United States Government, Fiscal
Year 2014 contains the Budget Message of the President,
information on the President’s priorities, budget over-
views organized by agency, and summary tables.

Analytical Perspectives, Budget of the United
States Government, Fiscal Year 2014 contains analy-
ses that are designed to highlight specified subject ar-
eas or provide other significant presentations of budget
data that place the budget in perspective. This volume
includes economic and accounting analyses; information
on Federal receipts and collections; analyses of Federal
spending; information on Federal borrowing and debt;
baseline or current services estimates; and other techni-
cal presentations.

The Analytical Perspectives volume also contains sup-
plemental material with several detailed tables, including
tables showing the budget by agency and account and by
function, subfunction, and program, that is available on
the Internet and as a CD-ROM in the printed document.

Historical Tables, Budget of the United States
Government, Fiscal Year 2014 provides data on budget
receipts, outlays, surpluses or deficits, Federal debt, and
Federal employment over an extended time period, gener-
ally from 1940 or earlier to 2014 or 2018.

To the extent feasible, the data have been adjusted to
provide consistency with the 2014 Budget and to provide
comparability over time.

Appendix, Budget of the United States
Government, Fiscal Year 2014 contains detailed infor-
mation on the various appropriations and funds that con-
stitute the budget and is designed primarily for the use of
the Appropriations Committees. The Appendix contains
more detailed financial information on individual pro-

grams and appropriation accounts than any of the other
budget documents. It includes for each agency: the pro-
posed text of appropriations language; budget schedules
for each account; legislative proposals; explanations of
the work to be performed and the funds needed; and pro-
posed general provisions applicable to the appropriations
of entire agencies or group of agencies. Information is also
provided on certain activities whose transactions are not
part of the budget totals.

AUTOMATED SOURCES OF
BUDGET INFORMATION

The information contained in these documents is avail-
able in electronic format from the following sources:

Internet. All budget documents, including documents
that are released at a future date, spreadsheets of many
of the budget tables, and a public use budget database
are available for downloading in several formats from the
Internet at www.budget.gov /budget. Links to documents
and materials from budgets of prior years are also pro-
vided.

Budget CD-ROM. The CD-ROM contains all of the
budget documents in fully indexed PDF format along with
the software required for viewing the documents. The
CD-ROM has many of the budget tables in spreadsheet
format and also contains the materials that are included
on the separate Analytical Perspectives CD-ROM.

For more information on access to electronic versions
of the budget documents (except CD-ROMs), call (202)
512-1530 in the D.C. area or toll-free (888) 293-6498. To
purchase the budget CD-ROM or printed documents call
(202) 512-1800.

Budget request.

GENERAL NOTES

1. All years referenced for budget data are fiscal years unless otherwise noted. All years referenced for eco-
nomic data are calendar years unless otherwise noted.

2. Detail in this document may not add to the totals due to rounding.

3. At the time the President’s 2014 Budget request was developed, none of the full-year appropriations bills for
2013 was enacted; therefore, the programs and activities normally provided for in the full-year appropria-
tions bills were operating under a continuing resolution (Public Law 112-175). For those programs and ac-
tivities, full-year appropriations data included in the current year column (2013) in the budget Appendix, and
in tables that show details on discretionary spending amounts in the Analytical Perspectives volume, reflect
the annualized level provided by the continuing resolution. In the main Budget volume and the Historical
Tables volume, current year totals by agency and for the total Government will match the President’s 2013

U.S. GOVERNMENT PRINTING OFFICE, WASHINGTON 2013

For sale by the Superintendent of Documents, U.S. Government Printing Office
Internet: bookstore.gpo.gov Phone: toll free (866) 512-1800; DC area (202) 512-1800
Fax: (202) 512-2104 Mail: Stop IDCC, Washington, DC 20402-0001

ISBN 978-0-16-091747-9


http://www.budget.gov/budget

Table of Contents

Page
The Budget Message of the President ..........cceeiiiiiiiiiiciiie ettt ettt e e e e e e e eenaeeas 1
Strengthening the Middle Class and Making America a Magnet for Jobs .........cccccceeeiviiieencciieeeeennenn. 7
Reducing the Deficit in a Smart and Balanced Way ............cooooiiiiiiiiiiiiiiicee et 35
Creating a 215 Century GOVEITIMENT ........cccueiiiiiiiiiieieeiiiieeeeeiiee e e et e e e eebreeeeesearreeeeesareeeeessnsseeeeesnsees 47
Department of AGTiCUITUTE ........c..viiiiiiiie ettt e e et te e e e e ere e e e e e nrbee e e e nnbeeeeeennnees 59
Department of COMIMETCE .........c..ueiiiiiiiiiiieieciieee ettt e e eetee e e e ettt e e e e e eabaeeeeesasbeeeeeeasaeeeeessnseeeeesnsees 65
Department of DEfENSE .........ccoccuiiiiiiiiiii et e e e e et e e e e e e e e eara e e e e e naaaeeeennaes 69
National Intelligence Program ............ccccooeouiiiiiiiiiiiee ettt e e e e evee e e e e rae e e e e nbeeeeeennnes 75
Department of EAUCATION .......coccuiiiiiiiiiic et et e e e eree e e e et e e e e e nbe e e e e nnnes 79
Department 0f ENEIEY ........ooiiiiiiiiii et e ettt e e et e e e e e e e e e e b e e e e e abaeeeeennaes 85
Department of Health and Human ServiCes .........ccuiiiiieiiiiiiiiiiiiieecciieee ettt e eveee e e e ee e e 93
Department of Homeland SeCUTTtY ..........ccoeiiiiiiiieiiiiii ettt e e e e etvee e e e eseraeeeeenes 103
Department of the INEETIOT ........c..oiiiiiiiiiii ettt e e e e e ebae e e e eetbaeeeeennnaeeeeeanes 107
Department of Housing and Urban Development ...............oooeeiiiiiiieciiiiiieciiiee et 113
Department Of JUSTICE ...ccccuviiiiieiiiie ettt ettt e e ettt e e e e eeate e e e e eabaeeeeeennbaeeeeennraeeeeeanns 119
Department 0f LLabOr ...........viiiiiiiiiiie et et e et e e e et e e e e e b e e e e eebtaeeeeennraaeaeeanns 123
Department of State and Other International Programs ...........ccccecoiiiiiiiiiiiiiiieiciiee e 131
Department of TransSportation ............ccciiiiiiiiiiiiieieie ettt e e e e e et e e e e eraeeeeeetbaeeeeessnaeeeesanes 137
Department of the TTEASUTY .....cc..eeiiiiciiiiiieeiiee et e e e tte e e e estateeeeeeraeeeeeenssaeeeeenssaeeeeennes 141
Department of Veterans AfFAirs ..........ccuviiiiiiiiiiieie ettt e e et e e e e e aae e e e eaes 145
Corps of ENgineers—Civil WOTKS ........ooiiiiiiiiiiieiiie ettt et e e e e e tre e e e e eeaeee e e e nsaeeaeennnnes 149
Environmental Protection AZENCY ..........ceiiiiiuiiiiiiiiiiiie ettt e ettt e e e e etae e e e eeataeeeeeneraeeeeeanes 151
National Aeronautics and Space AdMINISErAtioNn ..........ccccveiiieiiiiiiiiiiiiiee e e e e e e evaeeeeeees 155
National Science FOundation ..........coceoeiiiiiiiiiiiiiieeee ettt st s 159
Small Business AdminiStration .........ccoccooiiiiiiiiiii e 163
Social Security AAMINISEIATION ......cccviiiiiiiiiiee ettt et e e eerte e e e e b e e e e e bbeeeeeensaeeeeeensseeeeennnsens 167
Corporation for National and Community SEIViCe ..........cceeeveiiiiiiriiiiiieeeiiiee et eeeereee e e erreee e 169
Cuts, Consolidations, and SAVITIZS .........ccecciiiiiieiiiiieeeeciieeeeeeieeeeeeetteeeeestbeeeeeesrbeeeseesseeeesasnsseeeessssens 171
SUMMEATY TADLES .....vviiiiiiiiiiiieeiiee ettt e e ettt e e e e et eeeeeetbeeeeestbeeeeeeessseeeeeenssaeeeeasssaaeeessssseaeeesnssens 181

OMB Contributors to the 2014 BUdget ............cccoiiiiiiiiiiiiiceee e e e 229






THE BUDGET MESSAGE OF THE PRESIDENT

To THE CONGRESS OF THE UNITED STATES:

Thanks to the hard work and determination of the American people, we have made significant
progress over the last 4 years. After a decade of war, our brave men and women in uniform are coming
home. After years of recession, our businesses have created over six million new jobs. We buy more
American cars than we have in 5 years, and less foreign oil than we have in 20 years. Our housing
market is healing, our stock market is rebounding, and consumers, patients, and homeowners enjoy
stronger protections than ever before.

But we know that there are millions of Americans whose hard work and dedication have not
yet been rewarded. Our economy is adding jobs—but too many people still cannot find full-time
employment. Corporate profits have skyrocketed to all-time highs—but for more than a decade,
wages and incomes have barely budged.

It is our generation’s task to reignite the true engine of America’s economic growth—a rising,
thriving middle class. It is our unfinished task to restore the basic bargain that built this country—
the idea that if you work hard and meet your responsibilities, you can get ahead, no matter where
you come from, no matter what you look like, or whom you love.

It is our unfinished task to make sure that this Government works on behalf of the many, and not
just the few; that it encourages free enterprise, rewards individual initiative, and opens the doors of
opportunity to every child across this great Nation.

A growing economy that creates good, middle class jobs—this must be the North Star that guides
our efforts. Every day, we should ask ourselves three questions as a Nation: How do we attract more
jobs to our shores? How do we equip our people with the skills they need to get those jobs? And how
do we make sure that hard work leads to a decent living?

This Budget seeks to answer each of these questions.

Our first priority is making America a magnet for new jobs and manufacturing. After shedding
jobs for more than 10 years, our manufacturers have added more than 500,000 jobs over the past 3
years. Companies large and small are increasingly deciding to bring jobs back to America.

To accelerate this trend, the Budget builds on the success of the manufacturing innovation institute
we created in Youngstown, Ohio last year, and calls for the creation of a network of 15 of these hubs
across the Nation. In these innovation hubs, businesses will partner with universities and Federal
agencies to turn regions around our country into global centers of high-tech jobs.

The Budget also includes new initiatives to support manufacturing communities, including
a new tax credit to strengthen their ability to attract investments and jobs. And it expands my
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Administration’s SelectUSA initiative to help draw businesses and investment from around the world
to our shores.

If we want to make the best products, we also have to invest in the best ideas. That is why the
Budget maintains a world-class commitment to science and research, targeting resources to those
areas most likely to contribute directly to the creation of transformational technologies that can
create the businesses and jobs of the future.

No area holds more promise than our investments in American energy. The Budget continues to
advance my “all-of-the-above” strategy on energy, investing in clean energy research and development;
promoting energy efficiency in our cars, homes, and businesses; encouraging responsible domestic
energy production; and launching new efforts to combat the threat of climate change.

Modeled after my successful Race to the Top education reform effort, the Budget includes a new
Race to the Top energy efficiency challenge for States, rewarding those that implement the most
effective policies to cut energy waste. And it establishes a new Energy Security Trust funded by
royalty revenue from oil and gas leases to support initiatives to shift our cars and trucks off oil,
cutting our Nation’s reliance on foreign oil.

Over the last 4 years, we have begun the hard work of rebuilding our Nation’s infrastructure. We
have built or improved over 350,000 miles of road and more than 6,000 miles of rail. And we have
repaired or replaced over 20,000 bridges. But to compete in the 215t Century economy and become a
magnet for jobs, we must do more. We need to repair our existing infrastructure, and invest in the
infrastructure of tomorrow, including high-speed rail, high-tech schools, and self-healing power grids.
These investments will both lay the foundation for long-term economic growth and put workers back
on the job now.

My Budget includes $50 billion for up-front infrastructure investments, including a “Fix-it-First”
program that makes an immediate investment to put people to work as soon as possible on our most
urgent repairs, like the nearly 70,000 structurally-deficient bridges across the country. And to make
sure taxpayers do not shoulder the whole burden, the Budget creates a Rebuild America Partnership
to attract private capital to upgrade what our businesses need most: modern ports to move our goods;
modern pipelines to withstand a storm; and modern schools worthy of our children.

The Budget also supports efforts I announced earlier this year to modernize and improve the
efficiency of the Federal permitting process, cutting through the red tape that has been holding back
even some of the most carefully planned infrastructure projects. These efforts will help us to achieve
the new goal I set to cut timelines in half for infrastructure projects, while creating new incentives for
better outcomes for communities and the environment.

All of these initiatives in manufacturing, energy, and infrastructure will help entrepreneurs and
small business owners expand and create new jobs. But none of it will matter unless we also equip
our citizens with the skills and training to fill those jobs.

And that has to start at the earliest possible age. But today, fewer than 3 in 10 4-year-olds are
enrolled in a high-quality preschool program, and the high cost of private preschool puts too much of
a financial burden on middle class families.
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The Budget therefore includes a proposal that ensures 4-year-olds across the country have access to
high-quality preschool education through a landmark new initiative in partnership with the States.
And it increases the availability of early learning for our youngest children to help their growth and
development during the formative early years of life.

Providing a year of free, public preschool education for 4-year-old children is an important
investment in our future. It will give all our kids the best start in life, helping them perform better in
elementary school and ultimately helping them, and the country, be better prepared for the demands
of the global economy. Not only that, it could save hard-working families thousands of dollars each
year in child care costs. This is an investment we need to make, and it is fully paid for in this Budget
by imposing a new tax on every pack of cigarettes sold.

The Budget also builds on the historic reforms made during my first term to improve our elementary
and secondary school system by rewarding excellence and promoting innovation. To help ensure that
our high schools are putting our kids on a path to college and a good job, the Budget includes a new
competitive fund that will help redesign America’s high schools to prepare students with the real
world skills they need to find a job right away or go to college. The fund rewards schools that develop
new partnerships with colleges and employers, and create classes focusing on science, technology,
engineering and mathematics (STEM)—the skills today’s employers seek to fill the jobs available
right now and in the future.

Even with better high schools, most young people will still need some higher education. Through
tax credits, grants, and better loans, we have made college more affordable for millions of students
and families over the last 4 years. But skyrocketing costs are still pricing too many young people out
of a higher education, or saddling them with unsustainable debt. And taxpayers cannot continue to
subsidize higher and higher costs for higher education.

To encourage colleges to do their part to keep costs down, the Budget includes reforms that will
ensure affordability and value are considered in determining which colleges receive certain types
of Federal aid. My Administration has also released a new “College Scorecard” that parents and
students can use to compare schools.

To further ensure our educational system is preparing students for careers in the 215 Century
economy, the Budget includes additional measures to promote STEM education, such as launching a
new STEM Master Teacher Corps, to leverage the expertise of some of America’s best and brightest
teachers in science and mathematics, and to elevate the teaching of these subjects nationwide. It also
includes a reorganization and consolidation of STEM education programs to improve the effectiveness
of Federal investments in this area.

The Budget takes other critical steps to grow our economy, create jobs, and strengthen the middle
class. It implements the Affordable Care Act, giving every American access to the high-quality,
affordable health care coverage they deserve, and reducing the deficit by more than $1 trillion over the
next two decades. It implements Wall Street reform, ending too-big-to-fail and protecting consumers
against the abuses and reckless behavior that contributed to the financial collapse in 2008. And it
includes measures to strengthen our housing market and ensure that every responsible homeowner
has the opportunity to refinance at today’s rates, saving $3,000 a year on average.

Our economy is stronger when we harness the talents and ingenuity of striving, hopeful immigrants.
That is why I have proposed a plan to fix our broken immigration system that secures our borders,
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cracks down on employers who hire undocumented workers, attracts highly-skilled entrepreneurs and
engineers to help create jobs and drive economic growth, and establishes a responsible pathway to
earned citizenship—a path that includes passing a background check, paying taxes and a meaningful
penalty, learning English, and going to the back of the line behind the folks trying to come here legally.
The Budget makes investments that will make our immigration system more efficient and fair and
lay a foundation for this permanent, common-sense reform.

The Budget also builds on the progress made over the last 4 years to expand opportunity for every
American and every community willing to do the work to lift themselves up. It creates new ladders
of opportunity to ensure that hard work leads to a decent living. It rewards hard work by increasing
the minimum wage to $9 an hour so an honest day’s work pays more. It partners with communities
by identifying Promise Zones to help rebuild from the recession. It creates pathways to jobs for the
long-term unemployed and youth who have been hardest hit by the downturn. And it strengthens
families by removing financial deterrents to marriage and supporting the role of fathers.

We also know that economic growth can only be achieved and sustained if America is safe and secure,
both at home and abroad. At home, the Budget supports my initiative to help protect our kids, reduce
gun violence, and expand access to mental health services. We can protect our Second Amendment
rights while coming together around reforms like eliminating background check loopholes to make it
harder for criminals to get their hands on a gun—common-sense reforms that will help protect our
kids from the scourge of gun violence that has plagued too many communities across the country.

To confront threats outside our borders, the Budget ensures our military remains the finest and
best-equipped military force the world has ever known, even as we wind down more than a decade of
war.

Already, we have brought home more than 30,000 of our brave servicemembers from Afghanistan.
Our remaining forces are moving into a support role, with Afghan security forces taking the lead. And
over the next year, another 34,000 American troops will come home. This drawdown will continue
and, by the end of next year, our war in Afghanistan will be over. Beyond 2014, the Budget supports
our continued commitment to a unified and sovereign Afghanistan.

To maintain our national security, the Budget supports our ongoing fight against terrorists, like
al Qaeda. The organization that attacked us on 9/11 is a shadow of its former self. But different
al Qaeda affiliates and extremist groups have emerged—from the Arabian Peninsula to Africa. We
will confront these emerging security challenges through the full range of U.S. capabilities and tools,
including diplomatic, security, intelligence, and economic development.

The Budget also provides the resources we need to act on our commitment to and interests in
global development, by promoting food security that reduces dependence and increases prosperity; by
investing in the increasingly successful drive toward an AIDS-free generation; and by maintaining
our leadership as a global provider of humanitarian assistance that saves lives and reflects American
values.

We must also confront new dangers, like cyber attacks, that threaten our Nation’s infrastructure,
businesses, and people. The Budget supports the expansion of Government-wide efforts to counter the
full scope of cyber threats, and strengthens our ability to collaborate with State and local governments,
our partners overseas, and the private sector to improve our overall cybersecurity.
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The Budget also focuses resources on the Asia-Pacific region, reasserting American leadership and
promoting security, stability, democracy, and economic growth.

Importantly, the Budget upholds our solemn obligation to take care of our servicemembers and
veterans, and to protect our diplomats and civilians in the field. It keeps faith with our veterans,
investing in world-class care, including mental health care for our wounded warriors, supporting our
military families, and giving our veterans the benefits, education, and job opportunities that they
have earned.

The Budget does all of these things as part of a comprehensive plan that reduces the deficit. All of
these initiatives and ideas are fully paid for, to ensure they do not increase the deficit by a single dime.

By making investments in our people that we pay for responsibly, we will strengthen the middle
class, make America a magnet for jobs and innovation, and grow our economy, which will in turn
help us to reduce deficits. But economic growth alone will not solve our Nation’s long-term fiscal
challenges.

As we continue to grow our economy, we must take further action to cut our deficits. We do not have
to choose between these two important priorities—we have to do both.

Over the last 4 years, both parties have worked together to reduce the deficit in a balanced way by
more than $2.5 trillion. That is more than halfway toward the goal of $4 trillion in deficit reduction
that economists say we need to stabilize our finances. As we wind down two wars, we have protected
our military families and veterans while cutting defense spending on outdated military weapons
systems. Domestic discretionary spending is approaching its lowest levels as a share of the economy
since President Eisenhower was in office; and we have moved aggressively to cut waste, fraud, and
abuse. And together, we have begun to ask the wealthy to do their fair share while keeping income
taxes low for middle class families. Overall, we have cut the deficit in a balanced way that protects
the investments in education, manufacturing, clean energy, and small businesses we need to grow the
economy and strengthen the middle class. There is more work to do, and this Budget is designed to
finish the job.

But we should not do it by making harsh and arbitrary cuts that jeopardize our military readiness,
devastate priorities like education and energy, and cost jobs. That is not how to grow the economy.
We should not ask middle class senior citizens and working families to pay down the rest of our deficit
while the wealthiest are asked for nothing more. That does not grow our middle class.

The American people understand that we cannot just cut our way to prosperity. That is why I
have repeatedly called for a balanced approach to deficit reduction. And that is why I have offered
proposals on multiple occasions that cut wasteful spending, strengthen entitlements, and eliminate
special tax breaks and loopholes so the wealthiest pay their fair share.

In my negotiations with House Speaker Boehner in December over the so-called “fiscal cliff,” I
again offered a compromise proposal that was balanced and comprehensive, and would achieve our
$4 trillion deficit reduction goal. That proposal is still on the table. I am including it in this Budget
to demonstrate my commitment to making the kind of tough and balanced choices that are needed to
put our Nation’s finances in order.
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To be clear, the package I am offering includes some difficult cuts that I do not particularly like.
But these measures will only become law if congressional Republicans agree to meet me in the middle
by eliminating special tax breaks and loopholes so millionaires and billionaires do their fair share to
cut the deficit. I will not agree to any deal that seeks to cut the deficit on the backs of middle class
families. I am willing to make tough choices that may not be popular within my own party, because
there can be no sacred cows for either party. And I look forward to working with any member of
Congress who takes a similar, balanced approach. This plan is built on the kind of common ground
that Democrats and Republicans should be able to reach.

In total, the Budget will cut the deficit by another $1.8 trillion over the next 10 years, bringing the
deficit below 2 percent of GDP by 2023 and putting our debt on a declining path. This is not an end
in and of itself—the best way to grow the economy and cut the deficit is by creating good middle class
jobs. But this plan to reduce the deficit in a balanced way is a critical step toward ensuring that we
have a solid foundation on which to build a strong economy and a thriving middle class for years to
come.

Finally, this Budget continues my commitment to reforming and streamlining our Government
for the 215 Century. It builds on my Campaign to Cut Waste by further targeting and eliminating
wasteful spending wherever we find it. It reorganizes and consolidates agencies and programs to
make them leaner and more efficient. It increases the use of evidence and evaluation to ensure we
are making smart investments with our scarce taxpayer dollars. And it harnesses new technologies
to allow us to do more with less.

No single Budget can solve every challenge and every problem facing the country. But this Budget
shows how we can live within our means while growing our economy, strengthening the middle class,
and securing our Nation’s future. It is not a Democratic plan or a Republican plan. It is an American
plan. And it is a plan that I hope can serve as an outline for us to write the next great chapter of the
American story...together.

BaArack OBAMA

THE WHITE HOUSE,
ApriIL 10, 2013.



STRENGTHENING THE MIDDLE CLASS AND
MAKING AMERICA A MAGNET FOR JOBS

When the President first took office in 2009,
the economy was experiencing the worst down-
turn since the Great Depression, shedding over
800,000 private sector jobs a month, and shrink-
ing at a rate not seen in more than 60 years.
Businesses—small and large—were struggling.
The housing market was in free fall, our auto
industry was near collapse, and the Nation was
engulfed in costly and draining wars in Iraq and
Afghanistan.

Through the President’s decisive actions to
bolster economic growth and jumpstart economic
activity, including signing into law the Recovery
Act, we successfully broke the back of the reces-
sion and pulled the Nation back from the brink.
The economy is now on the mend. We have seen
positive economic growth for 14 consecutive quar-
ters, and 36 months of private sector job growth,
with 6.4 million jobs created. The housing mar-
ket is recovering, America’s auto industry is once
again resurgent, and we have successfully ended
the war in Iraq and begun the process of bring-
ing our troops home from Afghanistan.

But our work is not done. The economy is add-
ing jobs, but too many Americans are still un-
employed. Businesses are hiring again, but too
many are still struggling to compete and find
workers with the right skills to meet their needs.
Home prices are rising at the fastest pace in six
years and construction is expanding, but too
many families with solid credit are still finding
it difficult to buy a home or refinance. Although
corporate profits are at an all-time high, wages
and incomes for America’s middle class have
continued to stagnate.

The President believes we must invest in the
true engine of America’s economic growth—a ris-
ing and thriving middle class. He is focused on
addressing three fundamental questions: How
do we attract more jobs to our shores? How do
we equip our people with the skills needed to do
the jobs of the 215t Century? How do we make
sure hard work leads to a decent living?

The Budget presents the President’s plan to
address each of these questions. To make Ameri-
ca once again a magnet for jobs, it invests in high-
tech manufacturing and innovation, clean ener-
gy, and infrastructure, while cutting red tape to
help businesses grow. To give workers the skills
they need to compete in the global economy, it
invests in education and job training, supporting
learning from cradle to career. To ensure hard
work is rewarded, it builds ladders of opportuni-
ty to help every American and every community.

To further strengthen the economy, we must
also harness the talents and ingenuity of a striv-
ing and hopeful immigrant population. That
is why the President has presented a plan for
common-sense immigration reform that contin-
ues to strengthen our borders, cracks down on
employers who exploit American and immigrant
workers, streamlines the legal immigration sys-
tem to attract highly-skilled entrepreneurs and
engineers to help create jobs and drive economic
growth and reunite Americans with their fami-
lies, and establishes a responsible pathway to
earned citizenship. The Budget makes invest-
ments that will improve our immigration sys-
tem and lay a foundation for this permanent,
common-sense reform.
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The Budget is also built on the recognition that
economic growth can only be achieved if America
is safe and secure, both at home and abroad. It
supports the President’s initiative to address gun
violence, promote school safety, and care for the
mentally ill. It reasserts our leadership in the
Asia-Pacific region. It upholds our commitment to
a unified and sovereign Afghanistan, while con-
tinuing our fight against terrorists, like al Qaeda.
It confronts new dangers like cyber attacks that
threaten our Nation’s businesses and people. And
it upholds our solemn duty to care for our veterans,
who have given so much in service to our Nation.

The Budget does all of these things without
adding a single dime to the deficit. Every new
initiative in the plan is fully paid for. And, as
discussed in chapter 2, the Budget also incorpo-
rates the President’s compromise offer to House
Speaker Boehner to achieve another $1.8 trillion
in deficit reduction in a balanced way. When com-
bined with the deficit reduction already achieved,
this will allow us to exceed the goal of $4 trillion
in deficit reduction, while growing the economy
and strengthening the middle class.

INVESTING IN AMERICAN INNOVATION

To compete in the 215 Century economy, we
must continue to invest in American innovation,
reviving our manufacturing base and keeping our
Nation at the forefront of technological advance-
ment. To ensure our energy security and combat
global climate change, we must continue to focus
on energy production, the development of clean
energy alternatives, and the promotion of energy
efficiency efforts in both the public and private
sectors.

Make America a Magnet for Manufactur-
ing Jobs. President Obama is committed to
making America a magnet for jobs and manu-
facturing so that we can continue to build things
the rest of the world buys. After shedding jobs
for more than 10 years, our manufacturers have
added more than 500,000 over the past three.
Manufacturing production has grown since the
end of the recession at its fastest pace in over a
decade. The Budget builds on that momentum by
investing in American manufacturing.

e Transform Regions Into Global Epicenters
of Advanced Manufacturing. To support
investment in U.S. manufacturers’ competi-
tiveness and accelerate innovation in manu-
facturing, the Budget includes a one-time,
$1 billion investment to launch a network
of up to 15 manufacturing innovation insti-
tutes across the United States. Leveraging

the strengths of a particular region, each
institute will bring together companies, uni-
versities and community colleges, and Gov-
ernment to co-invest in the development of
world-leading manufacturing technologies
and capabilities that U.S.-based manufac-
turers can apply in production. In August
2012, the Administration launched a pilot
institute in Youngstown, Ohio with a $45
million funding commitment from five Fed-
eral agencies led by the Department of De-
fense. While the President will continue
to push the Congress to act on his broader
proposal, he will also take executive action
to launch three new manufacturing innova-
tion institutes in 2013, with an initial focus
on manufacturing technologies that address
critical national security and energy needs.

e Strengthen Manufacturing Commaunities.
The President is proposing incentives for
communities facing concentrated job loss-
es—particularly hard-hit manufacturing
communities—to help attract new invest-
ment and jobs. The incentives will help
prevent the downward spiral that can occur
following mass layoff events. The President
is also directing Federal agencies to provide
coordinated assistance to manufacturing
communities through a new partnership de-
signed to strengthen communities’ ability
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to attract and sustain business investment.
To support the partnership, the Budget in-
cludes $113 million at the Department of
Commerce to provide targeted financial as-
sistance to competitively-designated man-
ufacturing communities, which would be
matched by non-Federal funds to co-invest
in state-of-the-art infrastructure projects,
industrial parks, and research facilities.

e Expand Federal Efforts to Attract Invest-
ment to Our Shores. In 2011, the President
launched SelectUSA at the Department of
Commerce, creating the first Federal effort
to actively attract business investment in
the United States. The Budget significantly
expands SelectUSA to create the capabili-
ties and services to help our governors and
mayors compete with foreign countries. The
Administration will also host a SelectUSA
Investment Summit this year, bring-
ing together businesses from around the
world with local leaders to attract jobs and
investment to our shores.

e Strengthen Manufacturing Supply Chains.
The Department of Commerce’s Manufac-
turing Extension Partnership provides a
range of business services to small manu-
facturers and is enhancing the program
to help companies focus on upgrading
technology to benefit from supply chain
opportunities. The Budget includes a $25
million increase to launch Manufacturing
Technology Acceleration Centers, which will
be industry-specific centers that can facili-
tate expansions of firms’ abilities to partici-
pate in key supply chains.

Invest in Research and Development.
For many decades, the United States has been a
world leader in research and development (R&D).
We need to maintain our world-class commitment
to science and research. The Budget does that
by providing $143 billion for R&D overall, while
targeting resources to those areas most likely to
directly contribute to the creation of transforma-
tional technologies that can create the businesses
and jobs of the future. It increases non-defense

R&D by nine percent from the 2012 levels, even
as overall budgets decline. As part of business
tax reform it expands and simplifies the Research
and Experimentation Tax Credit and makes it
permanent—providing certainty to businesses
and increasing the credit’s effectiveness.

Basic research has been one of America’s great
strengths, creating whole new industries and
jobs. The Budget maintains the President’s com-
mitment to increase funding for basic research at
three key science agencies: the National Science
Foundation; the Department of Energy’s Office
of Science; and the laboratories of the National
Institute of Standards and Technology. Within
these agencies, funds will be focused on basic re-
search directed at priority areas, such as clean
energy technologies, advanced manufacturing,
biotechnology, and new materials.

The Budget supports biomedical research at
the National Institutes of Health. Tomorrow’s
advances in health care depend on today’s in-
vestments in basic research on the fundamental
causes and mechanisms of disease, new technolo-
gies to accelerate discoveries, innovations in clini-
cal research, and a robust pipeline of creative and
skillful biomedical researchers.

The Budget funds the National Aeronautics
and Space Administration to develop innovative
aeronautics and space technologies that will keep
the aerospace industry—one of the largest net ex-
port industries in the United States—at the cut-
ting edge in the years to come. It also increases
funding for Department of Agriculture competi-
tive peer-reviewed research grants to support re-
search in human nutrition and obesity reduction,
food safety, bioenergy, and climate change.

Build a Clean Energy Economy, Improve
Energy Security, and Enhance Prepared-
ness and Resilience to Climate Change.
Cleaner energy will play a crucial role in meeting
the President’s goals of reducing greenhouse gas
emissions in the range of 17 percent below 2005
levels by 2020, and enhancing national security by
reducing dependence on oil. The Administration
supports a range of investments and initiatives
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to help make the United States the leader in this
sector and bring about a clean energy economy
with its new companies and jobs:

e Adopt “All-of-the-Above” Strategy to Energy.
The President is committed to an “all-of-the-
above” approach that develops all American
energy sources in a safe and responsible way
and builds a clean and secure energy future,
including:

— Invest in Clean Energy Research and
Development. The Budget continues to
place a priority on funding for the Depart-
ment of Energy’s Office of Energy Efficien-
cy and Renewable Energy to accelerate
R&D and further increase the cost-com-
petitiveness and deployment of renewable
power, electric vehicles, next-generation
biofuels, advanced energy-efficient manu-
facturing, and energy efficiency in homes
and commercial buildings. The Budget
also proposes increasing support in 2014
for the Department of Energy’s Advanced
Research Projects Agency—Energy to sup-
port breakthrough research in clean ener-
gy technologies. It funds research and de-
velopment of next-generation renewable
energy and high-value bio-based products
at the Department of Agriculture. It in-
vests in cleaner energy from fossil fu-
els like clean coal, as well as funding to
develop small modular nuclear reactors,
and provides incentives for the develop-
ment of the first, natural gas combined
cycle power plant to integrate carbon
capture and storage.

— Commit to Safer Production of and
Cleaner Electricity from Natural Gas.
Our domestic natural gas resources are re-
ducing energy costs across the economy—
from manufacturers investing in new fa-
cilities to families seeing heating costs
drop. The Budget invests in research to
ensure safe and responsible natural gas
production and promote the development
of the first natural gas combined cycle

power plant to integrate carbon capture
and storage.

— Implement Responsible Nuclear
Waste Strategy. Under the President’s
direction, the Department of Energy cre-
ated a Blue Ribbon Commission on Amer-
ica’s Nuclear Future to recommend how
to manage the challenges associated with
the back end of the nuclear fuel cycle. The
Administration has issued a report in re-
sponse to the recommendations and looks
forward to working with the Congress on
implementing policies that ensure that
nuclear power can continue to be part of
our energy mix.

® Make Energy Go Farther Across the Economy.

Cutting the amount of energy we waste in our
cars and trucks, in our homes and buildings,
and in our factories, will make us a stronger,
more resilient, and more competitive econo-
my. The Budget takes a number of steps to
support these improvements, including:

— Set a New Goal to Double American
Energy Productivity by 2030. The
President has set a new goal to cut in half
the energy wasted by America’s homes
and businesses, with action aimed at dou-
bling the economic output per unit of ener-
gy consumed in the United States by 2030,
relative to 2010 levels.

— Challenge States to Cut Energy Waste,
Support Energy Efficiency, and Mod-
ernize the Electricity Grid. The Bud-
get includes $200 million in one-time fund-
ing for Race to the Top performance-based
awards to support State governments that
implement effective policies to cut energy
waste and modernize the electricity grid.

— Cut Carbon Pollution by Building
on the Success of Existing Public
and Private Energy Efficiency Part-
nerships. Over the next four years, the
President is also committed to accelerating
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progress on energy productivity through
the Better Buildings Challenge, continu-
ing to lead through Federal energy effi-
ciency, improving energy data access for
consumers through the “Green Button”
initiative, and making appliances even
more efficient—saving consumers money,
spurring innovation, and strengthening
domestic manufacturing.

— Sustain Investments in Technologies
That Promote Maximum Productiv-
ity of Energy Use and Reduce Waste
in Manufacturing. The Budget expands
applied research and development of in-
novative manufacturing processes and ad-
vanced industrial materials, and builds on
the President’s Executive Order to accel-
erate investment in industrial energy ef-
ficiency, including setting a new challenge
to achieve 40 gigawatts of new combined
heat and power by 2020.

e Jnvest in Energy Security. Over the Presi-
dent’s first term, the United States cut oil
imports by more than 3.6 million barrels
per day, more than under any other Presi-
dent. To ensure that we continue on a path
towards greater energy security, the Budget
would:

— Set a Goal to Cut Our Oil Net Imports
in Half by the End of the Decade. In-
creased production of domestic oil and
biofuels, and improvements in the fuel
economy of our cars and trucks, allowed
the United States to cut imports of oil by
almost one-third since 2008. To build on
this progress, the President will propose
new policies and investments to set us on
a course to cut imports of foreign oil in
half by the end of the decade, relative to
2008 levels.

— Establish an Energy Security Trust
and Enact Reforms to Promote Re-
sponsible Oil and Gas Development

on Federal Lands. While the United
States will continue to rely on responsibly

produced oil and natural gas, the Presi-
dent is committed to a long-term policy
that allows us to transition to cleaner en-
ergy sources. The Budget establishes an
Energy Security Trust to help fund efforts
to shift our cars and trucks off oil. This $2
billion investment over 10 years will sup-
port research into a range of cost-effective
technologies and will be funded by rev-
enue generated from Federal oil and gas
development.

Make Energy Project Permitting More
Robust. The Interior Department is con-
tinuing to take steps to open public lands
to develop American energy. The Budget
will increase funding for energy programs
of the Department of the Interior’s Bureau
of Land Management by roughly 20 per-
cent supporting better permitting process-
es for oil and gas, renewable energy, and
infrastructure, including the transition to
an electronic, streamlined system for oil
and gas permits.

Ensure U.S. Leadership in Advanced
Vehicle Manufacturing. Building on
the Recovery Act investments and the fuel
efficiency standards proposed through
2025, the Administration has proposed a
strategy for deploying advanced vehicles
in the United States, including a com-
prehensive package of incentives for con-
sumers and businesses to spur advanced
vehicle manufacturing and adoption, and
increased investments in advanced vehi-
cle technologies through the Department
of Energy’s EV Everywhere initiative.
The Administration is also committed to
accelerating the growth of private sector
investments in natural gas fueling infra-
structure across the United States just
as natural gas vehicle research begins to
make the technology more economically
and environmentally effective.

Reduce Defense Department
Energy Consumption. The Depart-
ment of Defense (DOD) consumes almost
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three-fourths of all energy used by the Fed-
eral Government. Consuming that much
energy—whether fuel for planes, ships,
and tanks, or electricity for bases, com-
missaries, and schools—has budgetary
and strategic impacts. To mitigate those
impacts, DOD seeks to be more deliberate
about how it uses energy, in line with the
Administration’s overall approach to en-
ergy efficiency, such as by improving the
fuel efficiency of existing equipment, de-
veloping and fielding innovative energy
technologies, expanding renewable and
low carbon energy sources and improving
the energy efficiency of buildings.

e Enhance Preparedness and Resilience to Cli-
mate Change. The President recognizes that
climate change poses an economic, security,
and environmental threat that demands a
decisive response. Even as we work to re-
duce the severity of climate change by cut-
ting carbon pollution, we must also improve
our ability to manage the climate impacts
that are already being felt at home and
around the world. Preparing for increasing-
ly extreme weather and other unavoidable
consequences of climate change will save
lives and help to secure long-term Ameri-
can prosperity. To that end, the President
is committed to building stronger, more re-
silient infrastructure and communities. The
Budget would support this ongoing work to:

— Safeguard Federal Investments, En-
suring Delivery of Federal Services,
and Protecting Critical Resources in
the Face of Climate Change. Federal
agencies have developed their first-ever
climate change adaptation plans, which
will help agencies better protect taxpay-
er investments and safeguard the health
and safety of communities, economies,
and infrastructure in the face of extreme
weather and other impacts of climate
change. Agencies have also been working
together, along with State and local part-
ners, to develop joint strategies to build a

coordinated and comprehensive response
to the impacts of climate change in cross-
cutting sectors, such as fresh water man-
agement. The Administration is also
working to incorporate climate change
considerations into the design and repair
of critical infrastructure.

Support Local Efforts to Build Re-
silience. The Administration has also
sought to encourage and accelerate local
efforts to improve climate preparedness
and resilience in the face of climate change
by supporting community resilience plan-
ning and by working across agencies to
provide local decision-makers actionable
information on observed and projected
changes in extreme events and other im-
pacts of climate change. The Budget in-
cludes $200 million of innovation-spurring
transportation investments to fund com-
munities that include enhanced resilience
to extreme weather and other impacts of
climate change in their planning efforts.
Planning by these communities will be
supported by a broader Administration
commitment to help communities improve
their resilience through direct technical
assistance, provision of useful data and
tools on projected impacts, and support for
planning.

Improve Understanding of Climate
Impacts and Making this Informa-
tion Accessible. The Budget funds new
investments in actionable science on cli-
mate change impacts and the develop-
ment of technical resources, data, and
tools for communities. It supports efforts
to make information about the Earth that
is collected in several Federal agencies
consistent and more usable. Building on
supplemental funding provided to East
Coast communities impacted by Hur-
ricane Sandy, the National Oceanic and
Atmospheric Administration will help
communities prepare for and respond to
coastal storms, sea level rise, drought, and
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other climate-related hazards by provid-
ing data, information, and services, as
well as risk assessment tools.

— Strengthen International Efforts to
Reduce Carbon Pollution and Build
Global Climate Resiliency. The Ad-
ministration has led efforts in the inter-
national climate negotiations that have
yielded, among other things, the first set
of national greenhouse gas reduction com-
mitments by all of the major developed
and developing countries alike, the most
robust transparency system to date, and
historic global efforts in support of climate
resiliency. At the same time, we have
worked to advance climate and clean ener-
gy efforts through a range of international
initiatives, including launching the Major
Economies Forum on Energy and Climate,
the Clean Energy Ministerial, and the Cli-
mate and Clean Air Coalition to Reduce
Short-Lived Climate Pollutants.

Open Data to Spark Innovation. For de-
cades, entrepreneurs have used Government data
from Global Positioning Systems, weather moni-
toring stations, and other sources to power their
products and services. This synergy between
freely available Federal data and entrepreneur-
ial innovation has benefited both the American
economy and American citizens. The Administra-
tion’s Open Data Initiative has already liberated
unprecedented volumes of Government data re-
lated to energy, education, international develop-
ment, public safety, and other key areas. The goal
of these efforts is to connect the next generation
of entrepreneurs and service providers to freely
available Government data, while rigorously
protecting privacy.

To continue to expand the economic growth and
job creation fueled by this policy, the Administra-
tion will accelerate efforts to make Government

information resources more publicly accessible
in “machine-readable” form, easily usable as fuel
for innovation. The information is posted on the
Data.gov website, giving free public access to
data that taxpayers have paid for and that the
Government is giving back to them.

Protect Intellectual Property in Support
of the Nation’s Innovation and Creative
Economies. Protecting America’s intellectual
property rights is fundamental to the global eco-
nomic competitiveness of the United States, the
security and capabilities of our military, and the
health and safety of the American public. The
Budget supports improved intellectual property
enforcement domestically and overseas as set out
in the Joint Strategic Plan on Intellectual Prop-
erty Enforcement, released by the U.S. Intellec-
tual Property Enforcement Coordinator in June
2010, and the Administration’s new Strategy on
Mitigating the Theft of US. Trade Secrets, re-
leased in February 2013.

The Budget proposes to strengthen the U.S.
Patent and Trademark Office’s (USPTO’s) ef-
forts to improve the speed and quality of pat-
ent examinations through reforms authorized
by the America Invents Act, including providing
the USPTO with full access to its user fee collec-
tions. In addition, the Administration continues
to advance law enforcement efforts through the
National Intellectual Property Rights Coordina-
tion Center (IPR Center). The IPR Center brings
together 21 Federal and international agencies
in order to leverage their respective resources,
expertise, and authorities to better combat intel-
lectual property theft and dismantle the criminal
organizations seeking to profit from the manu-
facture, importation, and sale of counterfeit and
pirated goods that threaten our economic stabil-
ity, restrict the competitiveness of U.S. industry
in world markets, and place the health and safety
of the American people at risk.
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BUILDING A 2157 CENTURY INFRASTRUCTURE

Since the President took office four years ago,
America has begun the hard work of rebuilding
our infrastructure: we have built or improved
over 350,000 miles of road and more than 6,000
miles of rail, and we have repaired or replaced
over 20,000 bridges. But to compete in the 21
Century economy and become a magnet for jobs,
we must do more. We need to repair our existing
infrastructure, and invest in the infrastructure
of tomorrow, including high-speed rail, high-tech
schools, and power grids that are resilient to fu-
ture extreme conditions. These investments will
both lay the foundation for long-term economic
growth and put workers back on the job now. The
Budget ensures these investments do not add to
the deficit by making trade-offs within discre-
tionary spending limits and reinvesting savings
from capping Overseas Contingency Operations
funding.

We also know that America works best when
we are catalyzing the resources and ingenuity of
a vibrant private sector. That is why the Presi-
dent’s infrastructure plan calls for making it
easier for the private sector to invest in rebuild-
ing our Nation and cutting red tape through per-
mitting reform that dramatically reduces project
timelines.

Provide $50 Billion in Upfront Infrastruc-
ture Investments. The national transportation
system continues to face an immense backlog
of state-of-good-repair projects, a reality under-
scored by the fact that there are nearly 70,000
“structurally deficient” bridges in the United
States today. To address this problem, the Bud-
get includes $40 billion for “Fix it First” projects,
to invest immediately in our Nation’s infrastruc-
ture with an emphasis on reducing the backlog
of deferred maintenance on highways, bridges,
transit systems, and airports nationwide. The
Budget also includes $10 billion for competitive
programs to encourage innovative reform and
help get high-value infrastructure projects from
the planning stage to execution.

Boost Private Investment Through “Re-
build America Partnership.” The President’s
plan will bring together an array of new and ex-
isting policies all aimed at enhancing the role
of private capital in U.S. infrastructure invest-
ment as a vital additive to the traditional roles of
Federal, State, and local governments.

e (Create a National Infrastructure Bank. The
President continues to call for the creation
of an independent national Infrastructure
Bank. The Bank will have the ability to
leverage private and public capital to sup-
port infrastructure projects of national and
regional significance. In addition, the Bank
will be able to invest through loans and loan
guarantees in a broad range of infrastruc-
ture projects, including transportation, en-
ergy, and water, and will operate as an inde-
pendent, wholly-owned Government entity
outside of political influence.

e Enact America Fast Forward Bonds and
Other Tax Incentives for Infrastructure In-
vestment. Recovery Act funding for “Build
America Bonds” (BABs) helped to support
more than $181 billion for new public infra-
structure. The program’s innovative design
ensured that taxpayers as a whole received
the best bang-for-the-buck when the Federal
Government helped States, localities, and
their private sector partners invest in new
infrastructure. The President’s new Amer-
ica Fast Forward (AFF) Bonds program will
build upon the successful example of the
BABs program, broadening it to include
similar programs like the qualified private
activity bonds program, while also relaxing
certain limitations in the way the combined
program could be used. AFF Bonds will at-
tract new sources of capital for infrastruc-
ture investment—including from public pen-
sion funds and foreign investors that do not
receive a tax benefit from traditional tax-
exempt debt. As part of the AFF Bonds pro-
gram, the Budget proposes to reduce the cost
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of financing for building and repairing public
schools, State universities, and school build-
ings sponsored by non-profit educational
entities by issuing AFF school construction
bonds, with an additional interest subsidy in
2014 and 2015 to encourage immediate in-
vestment in school construction. In addition,
the Budget proposes changes to the Foreign
Investment in Real Property Tax Act (FIRP-
TA) aimed at enhancing the attractiveness
of investment in U.S. infrastructure and
real estate to a broader universe of private
investors.

e Implement Newly Expanded TIFIA Program.
The Transportation Infrastructure Finance
and Innovation Act (TIFIA) loan program
received an eight-fold increase in funding in
the recent surface transportation reautho-
rization. The program, which is especially
important to mayors and local leaders, high-
lights the important role that infrastruc-
ture financing can play in catalyzing private
investment.

Dedicate Funding for High-Speed Rail In-
vestment. The Budget provides $40 billion over
five years to fund the development of high-speed
rail and other passenger rail programs as part of
an integrated national transportation strategy.
This national system will provide 80 percent of
Americans with convenient access to a passenger
rail system featuring high-speed service within
25 years. The Administration’s proposal also
benefits freight rail and significantly restruc-
tures Federal support for Amtrak, to increase
transparency, accountability, and performance.

Modernize Air Traffic Control System.
The Budget provides nearly $1 billion in 2014
for the Next Generation Air Transportation Sys-
tem (NextGen). NextGen is the multi-year effort
to improve the efficiency, safety, capacity, and
environmental performance of the aviation sys-
tem, which will improve the travel experience
for the traveling public and allow businesses to

better serve their customers. These funds would
continue to support the transformation from a
ground-based radar surveillance system to a
more accurate satellite-based surveillance sys-
tem; the development of 21t Century data com-
munications capability between air traffic con-
trol and aircraft to improve efficiency; and the
improvement of aviation weather information.

Expedite Infrastructure Projects Through
Permitting Reform. Major infrastructure proj-
ects typically require multiple permits and re-
views from multiple agencies across multiple
governmental jurisdictions, which can lead to
confusion, duplication, and delay. In addition,
project developers, citizens, and stakeholders can
find navigating these governmental roles frus-
trating, time-consuming, and costly.

In order to accelerate economic growth and
improve the competitiveness of the American
economy, the Administration is taking action to
modernize and improve the efficiency of the Fed-
eral permitting process, cutting through the red
tape and getting more timely decisions on Feder-
al permits and reviews, while ensuring that proj-
ects that are approved are protective of our com-
munities and the environment. The President
has established a new goal of cutting timelines
in half for infrastructure projects in areas such
as highways, bridges, railways, ports, waterways,
pipelines, and renewable energy.

Expand Access to Wireless Broadband.
The Administration and the Federal Communi-
cations Commission are continuing their work in
2014 to expand availability of spectrum for wire-
less broadband use through incentive auctions
and by identifying spectrum used by Federal
agencies that could be repurposed for commercial
use. In addition, through the First Responder
Network Authority, created by the Middle Class
Tax Relief and Job Creation Act of 2012, the Ad-
ministration is also working to develop a high-
ly reliable, nationwide interoperable wireless
broadband network for first responders.
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OPENING GLOBAL MARKETS

The emergence of a global marketplace beyond
our borders that includes 95 percent of the world’s
customers, as well as the globe’s fastest-growing
markets, creates an opportunity for America to
export our goods and services to new customers
and spur economic growth and job creation in the
United States. To support international trade
and the jobs that accompany it, the Administra-
tion is seeking to open global markets through a
series of initiatives that would:

Encourage Growth Through National Ex-
port Initiative. A critical component of building
a stronger American economy is ensuring that
U.S. businesses, farmers, and ranchers can ac-
tively participate in international markets by in-
creasing their exports of goods and services. The
Administration launched the National Export
Initiative (NEI) in January 2010 with the goal of
doubling U.S. exports over five years while sup-
porting two million new jobs. The Administra-
tion is currently making historic progress toward
this target—in 2012, exports of goods and servic-
es reached record levels of over $2.2 trillion, 39
percent above 2009 levels. In addition, the num-
ber of jobs supported by exports climbed to 9.8
million in 2012—an increase of 1.3 million jobs
since 2009, which is 60 percent of the way to the
President’s goal of two million additional export-
supported jobs by the end of 2014. The Budget
provides targeted increases for agencies involved
in trade promotion and financing, development
finance, and trade enforcement in support of the
NEI. This funding will help strengthen efforts to
promote exports from small businesses; increase
export promotion activities in underserved mar-
kets around the world; help enforce domestic and
international trade rules; fight to eliminate bar-
riers on sales of U.S. goods and services; and im-
prove the competitiveness of U.S. firms.

Complete Negotiations on Trans-Pacific
Partnership. As the United States rebalances
toward the Asia-Pacific region, a top priority is
strengthening the regional economic architecture.
By the end of 2013, the United States will work
with Trans-Pacific Partnership (TPP) partners

to bring TPP negotiations toward an ambitious
conclusion—the goal put forward by President
Obama and fellow TPP leaders in November
2012. TPP is a high-standard regional trade
agreement that will link the United States to dy-
namic economies throughout the rapidly growing
Asia-Pacific region and has the potential to pro-
vide a more robust and responsive trade model
for the next generation—a model that addresses
new challenges that have arisen in recent years.
All TPP partners share a core mission of tackling
these new challenges not only to help businesses
and workers today, but to enhance regional trade
for the next generation of producers, workers, and
consumers in every Asia-Pacific economy.

Launch Negotiations on Transatlantic
Trade and Investment Partnership with
European Union (EU). President Obama an-
nounced his intention to launch negotiations with
the EU on a comprehensive Transatlantic Trade
and Investment Partnership (TTIP) in his 2013
State of the Union Address to the Congress. Such
a partnership would include ambitious reciprocal
market opening in goods, services, and invest-
ment, and would offer additional opportunities
for modernizing trade rules and identifying new
means of reducing the non-tariff barriers that
now constitute the most significant obstacle to in-
creased transatlantic trade. A successful agree-
ment of this kind could generate new business
and employment by expanding trade and invest-
ment opportunities in both economies, pioneer
rules and disciplines that address challenges to
global trade and investment that have grown in
importance in recent years, and further strength-
en the extraordinarily close strategic partnership
between the United States and Europe.

Enhance Trade Enforcement. The Budget
enhances trade enforcement with additional fund-
ing for Customs and Border Protection (CBP) of-
ficers who are responsible for conducting inspec-
tions on the goods entering the United States.
More CBP officers will improve our trade enforce-
ment capabilities, resulting in more seizures of
counterfeit and fraudulent items, which will help
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protect U.S. businesses. The Budget continues to
support CBP’s Centers of Excellence and Exper-
tise that are designed around key industry sectors
in order to facilitate legitimate trade, enhance
enforcement, and increase industry-based knowl-
edge within CBP. It also supports the Interagen-
cy Trade Enforcement Center, an interagency ef-
fort created by the President in February 2012 to
address unfair trade practices and barriers via a
“whole-of-government” approach, helping ensure
that America’s trading partners abide by their ob-
ligations, including maintaining open markets on
a non-discriminatory basis and following rules-
based procedures in a transparent way.

Promote Trade, Travel, and Tourism,
While Enhancing Security. The travel and
tourism industry is a major contributor to U.S.
economic growth, exports, and employment. That
is why the President issued an Executive Order
in January 2012 directing Federal agencies to ag-
gressively expand the Nation’s ability to attract
and welcome visitors, while maintaining the
highest standards of security. As a result of that
direction, an interagency taskforce developed the

National Travel and Tourism Strategy to promote
domestic and international travel opportunities
throughout the United States and increase our
market share of worldwide travel, with the goal
of attracting 100 million international visitors to
the United States annually by 2021, which is ex-
pected to generate $250 billion in spending.

To enhance security, the Budget adds 1,600
new CBP officers at our air, land, and sea ports
of entry in 2014. These additional CBP officers
will speed the entry of people and cargo into the
United States, while increasing seizures of illegal
items such as drugs, guns, currency, and coun-
terfeit goods. In addition, the Budget includes
new funding for hand-held mobile equipment and
kiosks that will make inspections and processing
more efficient and further reduce wait times and
cut cargo processing.

The Administration’s travel and tourism pro-
motion efforts have already begun to bear fruit,
with international tourists spending a record
$168.1 billion in 2012 and supporting 7.7 million
jobs in the third quarter of 2012.

PROVIDING MIDDLE CLASS TAX CUTS AND REBALANCING THE TAX
CODE THROUGH TAX REFORM

The President believes that targeted tax relief
can strengthen the economy and provide impor-
tant support to middle class families.

Provide Permanent Tax Relief for Work-
ing Families and Students. The Budget starts
from a baseline that makes permanent the Amer-
ican Opportunity Tax Credit (AOTC) and the
improvements to the Earned Income Tax Credit
(EITC) and Child Tax Credit enacted in 2009 and
extended in 2010 and 2012. The AOTC provides a
partially refundable tax credit of up to $2,500 per
year to help finance up to four years of college.
The credit is expected to help nearly 13 million
families with students pay for higher education
in 2013. The 2009 improvements to the EITC and
Child Tax Credit reduce EITC “marriage penal-
ties,” that reduce the incentive to marry, provide
additional assistance to families with three or

more children, and allow working families with
moderate incomes to receive more of the benefits
of the Child Tax Credit. The American Taxpay-
er Relief Act of 2012 (ATRA) made other middle
class tax relief permanent, and extended these
measures to assist working families and students
through 2017.

The Budget proposes further targeted tax relief
paid for by eliminating tax loopholes and making
the system more fair, that will:

Incentivize Small Business Hiring and
Wage Increases with a Payroll Tax Credit.
Although the economy is recovering and private-
sector employment is increasing, a tax credit
designed to stimulate job creation and wage in-
creases can help put more Americans back to
work, provide targeted tax relief to America’s
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small businesses, and strengthen the foundation
of the economic recovery. The Budget proposes
a one-time, temporary 10 percent tax credit for
increases in companies’ wage payments over
wages paid in 2012, whether driven by new hires,
increased wages or salaries, or both. The credit
would be available to small businesses—those
with less than $20 million of total wages paid in
2012—for up to $5 million of increased wages.

Encourage Retirement Savings with Au-
tomatic Individual Retirement Accounts
and Support for Small Employers Who Of-
fer Retirement Plans. About half of American
workers have no workplace retirement plan. Yet
fewer than 1 out of 10 workers who are eligible
to make tax-favored contributions to an Indi-
vidual Retirement Account (IRA) actually do so,
while nearly 9 out of 10 workers automatically
enrolled in a 401(k) plan continue to make con-
tributions. The Budget would automatically
enroll workers without employer-based retire-
ment plans in IRAs through payroll deposit con-
tributions at their workplace. The contributions
would be voluntary—employees would be free to
opt out—and matched by the Saver’s Tax Credit
for eligible families. Small employers would be
eligible for tax credits to defray the administra-
tive costs of setting up these savings plans. The
Budget would also double the existing tax credit
for small employers that start up new qualifying
employer plans.

Expand Child and Dependent Care Tax
Credit. Child care costs can be a major burden
for working families and a barrier to employment
for some individuals. To help defray these costs,
the Budget increases the Child and Dependent
Care Tax Credit available to working families
with incomes between $15,000 and $103,000.

Rebalance the Tax Code. To raise revenue
and pay for the tax cuts noted above, the Budget
includes the following key offsets:

e Tax Carried (Profits) Interests as Ordinary
Income. Currently, many hedge fund manag-
ers, private equity partners, and other man-
agers in partnerships are able to pay a 20

percent capital gains tax rate on their labor
income—income known as “carried interest.”
This tax loophole allows these financial man-
agers to pay a lower tax rate on their income
than other workers. The Budget eliminates
the loophole for managers in investment ser-
vices partnerships, and taxes carried inter-
est at ordinary income tax rates, raising $16
billion over 10 years.

Prohibit Individuals from Accumulating
Over $3 Million in Tax-Preferred Retirement
Accounts. Individual Retirement Accounts
and other tax-preferred savings vehicles are
intended to help middle class families save
for retirement. But under current rules,
some wealthy individuals are able to accu-
mulate many millions of dollars in these ac-
counts, substantially more than is needed to
fund reasonable levels of retirement saving.
The Budget would limit an individual’s total
balance across tax-preferred accounts to an
amount sufficient to finance an annuity of
not more than $205,000 per year in retire-
ment, or about $3 million for someone retir-
ing in 2013. This proposal would raise $9
billion over 10 years.

Return Estate Tax to 2009 Parameters and
Close Estate Tax Loopholes. The Budget re-
turns the estate tax exemption and rates to
2009 levels beginning in 2018. Under 2009
law, only the wealthiest 3 in 1,000 people
who die would owe any estate tax. As part
of the end-of-year “fiscal cliff” agreement,
congressional Republicans insisted on per-
manently cutting the estate tax below those
levels, providing tax cuts averaging $1 mil-
lion per estate to the very wealthiest Ameri-
cans. It would also eliminate a number of
loopholes that currently allow wealthy indi-
viduals to use sophisticated tax planning to
reduce their estate tax liability. These pro-
posals would raise $79 billion over 10 years.

Establish Financial Crisis Responsibil-
ity Fee. The Administration is again call-
ing for a Financial Crisis Responsibility Fee
on the largest financial institutions to fully
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compensate taxpayers for the support they
provided to the financial sector during the
2008—-2009 economic crisis and to discourage
excessive risk-taking going forward. The fee,

which would be restricted to financial firms
with assets over $50 billion, would raise
approximately $59 billion over 10 years.

IMPLEMENTING CORPORATE TAX REFORM TO CREATE JOBS HERE AT
HOME AND FOSTER INNOVATION AND COMPETITIVENESS

Over the nearly three decades since the last
comprehensive reform effort, the business tax sys-
tem has been loaded up with special deductions,
credits, and other tax expenditures that help
well-connected special interests, but do little for
economic growth. Now more than ever, we cannot
afford a tax code burdened with costly special-
interest tax breaks. In an increasingly competi-
tive global economy, we need to ensure that our
tax code contributes to making the United States
an attractive location for entrepreneurship and
business growth.

For this reason, the President is calling on the
Congress to immediately begin work on corporate
tax reform that will close loopholes, lower the
corporate tax rate, encourage investment here at
home, and not add a dime to the deficit. In Feb-
ruary 2012, the President provided a framework
for how business tax reform could achieve these
goals. As a starting point for comprehensive re-
form, the Budget proposes a number of specific
measures to keep America competitive, to make
sure our tax system encourages jobs to be created
here rather than abroad, and to begin eliminat-
ing special interest loopholes in the tax code.

Because the President favors adopting these
measures as part of revenue-neutral business
tax reform that would also cut the corporate rate
and comprehensively reform tax subsidies, the
Budget does not count the net savings from the
business tax proposals described below toward
its deficit reduction targets. However, the Presi-
dent’s proposal for revenue neutral reform would
prevent hundreds of billions of dollars from be-
ing added to the deficit if the Congress contin-
ues to extend temporary business tax incentives
without paying for them.

The specific measures proposed in the Budget
include:

Expand, Simplify, and Make Permanent
the Research and Experimentation Tax
Credit. The Research and Experimentation
(R&E) Tax Credit is an important Federal incen-
tive for research. But the R&E Tax Credit is less
effective than it could be in spurring additional
research because it is complicated and temporary.
Currently, businesses must choose between using
a complex, outdated formula that provides a 20
percent credit rate and a much simpler one that
provides a 14 percent credit rate. The Budget
would increase the rate of the simpler credit to
17 percent, which would make it more attractive
and simplify tax filing for businesses. In addi-
tion, the Budget makes the basic and the simpli-
fied R&E credit permanent to provide certainty
and increase effectiveness. These reforms would
provide an additional $99 billion in incentives for
research over the next 10 years.

Provide a Permanent Tax Incentive for
Renewable Energy Production and Energy
Efficiency. In order to provide a strong, con-
sistent incentive to encourage investments in
renewable energy technologies like wind and so-
lar, the Budget would make permanent the tax
credit for the production of renewable electricity.
As with the R&E credit, the United States has
to date provided only a temporary production tax
credit for renewable electricity generation. This
approach has created an uncertain investment
climate, undermined the effectiveness of the tax
incentive, and slowed the development of a clean
energy sector in the United States. In addition,
the structure of the current Production Tax Cred-
it makes it difficult for new, growing firms to ben-
efit, because they may not yet have tax liability.
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The Budget would address this issue by making
the Production Tax Credit refundable. The Bud-
get would also reform and make permanent the
deduction for energy efficient commercial prop-
erty. Together, these measures would provide an
additional $23 billion of incentives for renewable
energy production and energy efficiency over the
next 10 years.

Reform the International Tax System. The
international provisions of the corporate tax code
create opportunities for U.S. companies to reduce
their taxes by locating their operations and prof-
its abroad instead of in the United States. The tax
system is also subject to gaming, as corporations
manipulate complex tax rules to minimize their
taxes and, in some cases, shift profits earned in
the United States to low-tax jurisdictions. At the
same time, the tax system should properly bal-
ance the need to reduce tax incentives to locate
overseas with the need for U.S. companies to be
able to compete overseas; some overseas invest-
ments and operations are necessary to serve and
expand into foreign markets in ways that ben-
efit U.S. jobs and economic growth. The Budget
proposes specific reforms to combat abuses as
potential elements of broader business tax re-
form, which the President has proposed should
also include a minimum tax on foreign earnings.
The specific proposals in the Budget would crack
down on opportunities to shift profits on intellec-
tual property to low-tax countries and restrict the
ability of companies to claim interest deductions
while deferring U.S. tax on the associated income.
The Budget also proposes to disallow deductions
for moving production overseas, while providing
a new tax credit for bringing production back to
the United States. Together, these reforms would
save $157 billion over 10 years.

Eliminate Fossil Fuel Tax Preferences.
The tax code currently subsidizes fossil fuel—oil,
gas, and coal products—through loopholes and
tax expenditures that benefit these industries
over others. In accordance with the President’s
agreement at the G-20 Summit in Pittsburgh,
Pennsylvania in December 2009 to phase out sub-
sidies for fossil fuels so that we can transition to a
215t Century energy economy, the Budget repeals
a number of these tax preferences. Eliminating
these tax subsidies would save $44 billion over
10 years.

Reform the Tax Treatment of Derivatives.
Derivatives contracts and other complex finan-
cial products are currently subject to varying tax
rules. In addition to creating needless complex-
ity and distorting choices among financial instru-
ments, these rules allow major financial firms
to defer taxes on profits indefinitely, selectively
realize profits and losses for tax purposes, and
pay the lower long-term capital gains rate on a
portion of short-term gains. The Budget would
require that all derivatives contracts be “marked
to market” with resulting gains and losses taxed
each year and treated as ordinary income. This
reform would save $19 billion over 10 years.

Eliminate Special Depreciation Rules for
Corporate Purchases of Aircraft. Under cur-
rent law, airplanes used in commercial and con-
tract carrying of passengers and freight can be
depreciated over seven years. However, airplanes
not used in commercial or contract carrying of
passengers or freight, such as corporate jets, are
depreciated over five years. The Budget would
change the depreciation schedule to seven years
for corporate planes that carry passengers, to be
consistent with the treatment of commercial air-
craft. This change would save $3 billion over 10
years.

REDUCING BURDENSOME REGULATION

The Administration is firmly committed to a
regulatory strategy that protects the safety and
health of all Americans, while promoting contin-
ued economic growth and job creation. Smart,

cost-effective regulations, crafted with input from
stakeholders inside and outside of Government,
can save lives and prevent harm, while promot-
ing growth and innovation.
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As the economy continues to recover and cre-
ate new jobs, it is critical for the Nation’s regu-
latory strategy to enable American businesses
to grow and innovate. That is why the Admin-
istration carefully weighs the costs and benefits
of rules—not by reducing difficult questions to
problems of arithmetic, but by carefully weighing
economic effects and also by taking into account
qualitative factors, including fairness and human
dignity. The Administration uses objective data
to assess the impact of rules and to assess alter-
natives. Moreover, the Administration looks for
areas where it can promote transparency and dis-
closure as a low-cost, high-impact regulatory tool.

From automobile safety to energy efficiency
to credit cards, this approach has been fruitful.
In fact, the net benefits of regulations issued
through the third fiscal year of the first term have
exceeded $91 billion. This amount, including not
only monetary savings, but also lives saved and
injuries prevented, is over 25 times the net ben-
efits through the third fiscal year of the previous
Administration. At the same time, the number of
final rules reviewed by the Office of Information
and Regulatory Affairs and issued by Executive
agencies was actually lower during the first term
of the Administration than it was during the first
term of the previous Administration.

To improve the regulatory process, the Presi-
dent issued an Executive Order calling for atten-
tion to the best available evidence, careful consid-
eration of costs and benefits, greater coordination
among agencies, and selection of flexible and least
burdensome alternatives, and has called on inde-
pendent Federal regulators to follow suit in their
rulemakings. The Executive Order also called
for a historic Government-wide review, or “look
back,” of existing rules. The review produced over
500 reform proposals across all Executive agen-
cies. As a result, the Administration is on track
to save more than $10 billion in the near term,
with more savings to come. The President has
also moved to institutionalize the Government-
wide review of rules and called on independent
agencies to follow the same cost-saving and bur-
den-reducing principles that Executive agencies
must follow.

In the coming year, agencies will continue to
pursue the regulatory reforms identified in the
review process, producing more in savings by
simplifying rules, eliminating redundancies, and
identifying more cost-effective ways of completing
their mission and serving the American people.

EDUCATING A COMPETITIVE WORKFORCE

To compete in the 215t Century economy, Ameri-
ca’s workers must be prepared with the skills and
knowledge to meet the demands of high-growth
industries that fuel America’s economy and inno-
vation. That is why the President is calling for
major investments and reforms in education and
training to ensure our youth and adults have the
opportunity to learn the skills they need. In ad-
dition to a major new commitment to early child-
hood education, the Budget sustains investments
in elementary and secondary schools while ramp-
ing up innovation, redoubles our focus on sci-
ence, technology, engineering, and mathematics
(STEM) education to prepare our students for the
jobs of tomorrow, and includes new initiatives to
make college more affordable.

Increase Access to High-Quality Early
Childhood Education. Today, far too many
children are already behind academically and de-
velopmentally by the time they start school, and
never truly catch up—compromising our ability
to compete in a global economy and sidelining
huge pools of untapped talent. The early years of
a child’s life are the most critical for building the
foundation needed for success in life. Research
has conclusively shown that supporting children
at this stage leads to significant benefits in school
and beyond. This is particularly true for low-in-
come children who often start kindergarten aca-
demically behind their peers by many months.
Providing high-quality early childhood education
to all children will enable them to start school
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ready to learn and realize their full potential. Re-
search has shown that taxpayers receive a high
average return on investments in high-quality
early childhood education, with savings in areas
like improved educational outcomes, increased
labor productivity, and a reduction in crime.

The Budget therefore includes a “Preschool for
All” initiative, in partnership with the States, to
provide all low- and moderate-income four-year-
old children with high-quality preschool, while
also incentivizing States to expand these pro-
grams to reach additional children from middle
class families and establish full-day kindergar-
ten policies. To support this effort, the Budget
includes $750 million in discretionary Preschool
Development Grants in 2014, to ensure that
States willing to commit to expanding preschool
access are able to make the critical investments
necessary to serve their four-year-old children
in high-quality programs. The preschool initia-
tive is coupled with a companion investment at
the Department of Health and Human Services
in expanding voluntary home visiting programs,
maintaining child care subsidies, and increasing
the availability of high-quality care for infants
and toddlers through new Early Head Start-Child
Care Partnerships.

The investments in early childhood education
and development on the mandatory side of the
Budget are fully financed by raising the Federal
tax on cigarettes from $1.01 to $1.95 per pack. In
addition to financing important investments in
early learning, the proposed tobacco tax increase
would have substantial public health benefits,
particularly for young Americans. Researchers
have found that raising taxes on cigarettes sig-
nificantly reduces consumption, with especially
large effects on youth smoking.

Redesign High School. During the Presi-
dent’s first term, the Department of Education
initiated historic reforms in our elementary and
secondary schools by rewarding excellence and
promoting innovation. Early indications show
impressive progress in raising academic stan-
dards, placing an effective teacher in every class-
room, and turning around struggling schools. The

Budget continues to build on this progress with
sustained investment and new reforms. New
initiatives include a new, competitive fund to re-
design high schools nationwide, in order to keep
America’s youth engaged, successful, and focused
on the future. This initiative will strengthen col-
lege- and career-readiness by redesigning high
school to focus on providing challenging, relevant
experiences, and rewarding schools that develop
new partnerships with colleges and employers to
improve instruction and prepare students to con-
tinue on to postsecondary education or transition
into skilled jobs. In addition, the Budget propos-
es to strengthen and reform career and techni-
cal education to better align programs with the
needs of employers and higher education.

Prepare Students for STEM Careers in
the 21 Century Economy. Our future com-
petitiveness demands that we move American
students from the middle or bottom to the top of
the pack in science and mathematics, preparing
our young people to learn deeply and think criti-
cally in these subjects. The Budget proposes a
comprehensive reorganization of Federal STEM
education programs to enable more strategic in-
vestment in STEM and more critical evaluation
of outcomes, reflecting an Administration priority
on using Government resources more effectively
to meet national goals. This reorganization is
designed to increase the impact of Federal in-
vestments in four areas: K-12 instruction; un-
dergraduate education; graduate fellowships;
and education activities that typically take place
outside the classroom, all with a focus on increas-
ing participation and opportunities for individu-
als from groups historically underrepresented in
these fields. The Department of Education will
also invest in recruiting and preparing 100,000
effective STEM teachers within a decade, and in
creating a new STEM Master Teachers Corps,
to help improve instruction in their schools and
districts, and to serve as a national resource for
improving STEM instruction across America.

Improve College Affordability and Value.
Early in his first term, the President set a na-
tional goal for the United States to lead the world
again with the highest share of college graduates
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by 2020. Higher education remains an important
step toward the middle class, and earning a de-
gree or certificate is no longer just a privilege for
some, but rather a prerequisite for all.

Over the past four years, the Administration
has taken important steps to help students afford
college, including expanding grant aid and college
tax credits for American families. The President
also recognizes that affordability and value in
higher education are responsibilities shared with
State governments, colleges, and universities. All
must do their part to rein in costs, provide good
value for American families, and prepare stu-
dents with the education and training they need
for jobs in the global economy.

The Budget includes several measures de-
signed to improve college affordability and value.
These include: a $1 billion Race to the Top fund,
which would support competitive grants to States
that commit to driving reform in their higher

education policies and practices, while doing
more to contain tuition and make it easier for stu-
dents to earn a degree; a $260 million First in the
World fund to spur the establishment, validation,
and scaling-up of cutting-edge innovations that
can decrease college costs and boost attainment
rates; and reforms to Federal campus-based aid
to reward colleges that set responsible tuition
policy, deliver good value and quality to students,
and serve low-income and Pell-eligible students
well. These efforts build on actions the Admin-
istration has already taken to provide students
and families with clear information about college
costs and quality, through the College Scorecard
and Financial Aid Shopping Sheet. The Budget
also continues the Administration’s strong com-
mitment to the Pell Grant program, offsetting the
cost with reforms to existing loan programs, and
proposes a cost-neutral student loan reform that
will keep rates low this year, set interest rates
to more closely follow market rates, and provide
greater affordability for students in repayment.

TRAINING AND SUPPORTING WORKERS IN A CHANGING ECONOMY

As the economy changes, training and employ-
ment programs must innovate and adapt to help
American workers gain the skills they need to find
new jobs and careers. At the same time, we must
maintain critical protections to ensure our work-
ers are treated fairly and safely in the jobs they
hold. The Budget includes several initiatives to
ensure these goals are achieved, including:

Modernize, Streamline, and Strengthen
the Delivery of Training and Employment
Services. Today more than 40 programs at 11
Federal agencies deliver job training and em-
ployment services. The Administration believes
we should be doing everything we can to make
it easier for people who need help to find a job
or build their skills for a better one, and for em-
ployers who need to find well-qualified workers.
The Administration is exploring opportunities
to revisit how the Federal Government funds job
training and employment services, including the
possibility of reorganizing some of the existing

training programs. For example, the Budget pro-
poses a universal displaced worker program that
will reach up to a million workers a year with a
set of core services, combining the best elements
of two more narrowly-targeted programs. Any re-
form must ensure that the needs of particularly
vulnerable job-seekers and workers continue to
be met and ensure greater accountability and
transparency about the performance of federally-
supported job training providers and programs.
The Administration looks forward to working
with the Congress and other stakeholders on job
training reform in the coming year.

Drive Innovation in Training and Em-
ployment Services. To spur innovation, the
Budget provides $150 million for the Workforce
Innovation Fund. The Fund tests new ideas
that States and regions bring forward to imple-
ment systemic reforms and replicate evidence-
based strategies for training and helping workers
find jobs. The Department of Labor (DOL) will
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continue to administer the Fund, working closely
with agencies that support educational, employ-
ment, and related services. Within the Fund,
$10 million is dedicated to building knowledge of
which interventions are most effective for discon-
nected youth. The Budget also provides $80 mil-
lion to increase the set-aside for governors in the
Workforce Investment Act formula grants from 5
percent to 7.5 percent, in order to boost States’
capacity to engage in program improvements
and reform. In addition, the Budget provides
$25 million to support new, evidence-informed ef-
forts to improve employment outcomes for older
Americans.

Reform Community Colleges to Meet Em-
ployer Needs. A large share of the Nation’s
skills training is delivered by community colleg-
es. The Budget funds an $8 billion Community

College to Career Fund jointly administered by
DOL and the Department of Education to sup-
port State and community college partnerships
with businesses and other stakeholders to build
the skills of American workers; this is a succes-
sor initiative to the Trade Adjustment Assistance
Community College and Career Training Grants,
for which 2014 provides the final year of funding.

Maintain Strong Support for Worker Pro-
tection. The Budget includes nearly $1.8 billion
for DOL’s worker protection agencies, putting
them on sound footing to meet their responsibili-
ties to protect the health, safety, wages, working
conditions, and retirement security of American
workers. The Budget preserves recent invest-
ments in rebuilding DOL's enforcement capacity
and makes strategic choices to ensure funding is
used for the highest priority activities.

HELPING SMALL BUSINESSES GROW AND CREATE JOBS

The President recognizes that small businesses
are a crucial engine of economic growth and a lad-
der for many to the middle class. The Budget con-
tinues the Administration’s strong focus on pro-
viding tools to nurture entrepreneurs and grow
small businesses through beneficial tax changes,
such as eliminating capital gains and extending
expensing for small business investments, and
doubling deductions for start-up expenses, as well
as financing and technical assistance. The Bud-
get supports key initiatives through the Small
Business Administration (SBA) to boost access
to capital, increase small business contracting
opportunities, and improve counseling resources.

To increase financing available to small busi-
nesses, the Budget supports development of SBA
ONE, a streamlined one-stop lending platform
aimed at simplifying the loan process for lend-
ers and borrowers, from application to closure.
To increase the share of Federal contracts going
to small businesses, the Budget provides for ad-
ditional SBA Procurement Center Representa-
tives, who will be strategically embedded across
the Federal Government to assist agencies in
structuring Federal procurement awards to be

accessible for small businesses. The Budget also
proposes to create a new program at SBA to help
existing small business owners take their busi-
ness to the next level through an intensive, sev-
eral months-long small business leadership pro-
gram. This program will include immersion in
core business concepts such as accounting and
finance, peer-to-peer review among fellow busi-
ness owners, tailored mentorship from experi-
enced entrepreneurs, introductions to capital ac-
cess and revenue opportunities, and culminate in
the creation of a targeted growth plan for each
business owner. The program will be modeled as
a public-private partnership that is built on the
best practices of other working private sector and
non-profit models.

To make all of these resources more accessible
to the public, the Budget continues to support
the leading role that SBA and the Department
of Commerce have played in the Administration’s
BusinessUSA initiative, a one-stop shop for busi-
nesses looking to do business with the Federal
Government or obtain information about Federal
business assistance resources.
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REJUVENATING THE HOUSING MARKET

As the financial crisis and recession was deep-
ening in 2009, the Administration took immedi-
ate steps to help millions of responsible home-
owners who were facing foreclosure or were at
risk of losing their homes. This began with the
Administration’s effort to establish a broad set
of programs designed to stabilize the housing
market and keep millions of Americans in their
homes. The initiative included: Treasury’s mort-
gage-backed securities purchase program, which
along with mortgage-backed securities purchas-
es by the Federal Reserve, has helped maintain
liquidity to lenders to keep mortgage interest
rates at historic lows; the first-time homebuyer
tax credit, which helped millions of Americans to
purchase homes, bolstering economic recovery;
the low-income housing tax credit and housing
finance agency programs to support affordable
housing; and the Home Affordable Modification
Program through the Troubled Asset Relief Pro-
gram, which provides eligible homeowners the
opportunity to significantly reduce their monthly
mortgage payments, remain in their homes, and
avoid foreclosures.

Finish the Task on Universal Refinancing
for Responsible Homeowners. The housing
market is showing signs of healing and growth.
Home prices are increasing, inventories are down,
and sales and construction are increasing. How-
ever, too many Americans are still paying mort-
gage interest rates far above today’s historic low
market rates because the reduction in their home
value over the past five years made them worth
less than their mortgage and ineligible for refi-
nancing. Last year, the Administration worked
with housing regulators and the Government
Sponsored Enterprises (GSEs) Fannie Mae and
Freddie Mac to double the number of underwater
homeowners assisted with refinancing through
the Home Affordable Refinance Program (HARP).
Around 1.1 million borrowers refinanced through
HARP in 2012, bringing the total number of bor-
rowers who have refinanced through HARP since
its inception to 2.1 million.

While this is an important step, the Adminis-
tration believes that more aggressive action is
needed and is calling on the Congress to take ad-
ditional steps so virtually every family that has a
standard mortgage and has been making its pay-
ments on time will have the opportunity to refi-
nance their mortgage at today’s historically low
rates. Specifically, legislation is needed to fully
streamline HARP to increase access and lower
costs for borrowers and provide those responsible
Americans who happen not to have a loan guar-
anteed by the GSEs with access to a comparable
streamlined refinance program. Helping families
refinance will help homeowners get into more
sustainable loans, save each family on average
$3,000 annually, enable many more to stay in
their homes, and boost local economies.

Rebuild Communities Most Devastated
by the Housing Crisis. Rising home prices in
the last year have lifted an estimated 1.4 million
homeowners from being underwater to having
positive equity in their homes. But some areas
are still experiencing high levels of negative eq-
uity. For example, just five States account for 34
percent of the total negative equity in the United
States. In these communities hit hardest by the
foreclosure crisis, the weight of foreclosed and va-
cant properties will continue to hold back growth
and increase poverty and crime. To address this
problem, the President implemented the Neigh-
borhood Stabilization Program (NSP), which has
played a critical role rebuilding communities that
have been hit hardest by foreclosure and aban-
donment. To date, NSP has made over 600 grants
that are helping to rehabilitate or demolish more
than 100,000 damaged or vacant properties.

The President is proposing two programs to ex-
tend the success of NSP while creating construc-
tion jobs to rehabilitate properties. The Budget
provides funding for neighborhood stabilization
activities to continue mitigating the impacts of
the foreclosure crisis. This funding will provide
essential new resources to help communities
while creating jobs through rehabilitating, re-
purposing, and demolishing vacant and blighted
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properties. In addition, the Budget includes fund-
ing for Project Rebuild, to help launch or support
public-private land banks, provide grants to the

hardest hit areas where there are high-levels of
vacancies or severe blight, and offer loan subsi-
dies to stimulate private investment.

IMPLEMENTING HEALTH INSURANCE REFORM

A key component of the Administration’s drive
to strengthen the middle class and provide a
foundation for a strong economy is the implemen-
tation of the Affordable Care Act (ACA), the land-
mark comprehensive health insurance reform
law passed in 2010. Although not yet fully im-
plemented, the ACA is already holding insurance
companies more accountable, lowering health in-
surance costs, and increasing choices and quality
of health care for all Americans. Importantly, the
law is projected to reduce the deficit by more than
$1 trillion over the next two decades, according to
the Congressional Budget Office’s latest analysis.

The reforms effective in 2014 will implement
some of the most important pieces of the legisla-
tion, providing every American access to afford-
able, comprehensive coverage through Health
Insurance Marketplaces, also known as Afford-
able Insurance Exchanges. Most insurers will no
longer be able to discriminate against individu-
als with pre-existing conditions, and individuals
without access to affordable coverage from their
employer or other programs will be eligible to
purchase coverage with new tax credits to lower
the cost of coverage. While Medicaid already pro-
vides critical health care coverage to low-income
children, seniors, and individuals with disabili-
ties, the ACA also provides unprecedented Fed-
eral assistance to States that expand Medicaid
to cover low-income adults. When fully phased
in, these provisions will provide insurance to
millions of Americans who are uninsured today.

Because of the ACA, most insurers already are
required to offer coverage to children with a pre-
existing condition and cannot rescind an individ-
ual’s coverage due to a technical error on an ap-
plication, lifetime dollar limits on health benefits
are banned, and most insurers must cover pre-
ventive care without charging a deductible or co-
payment. Beginning in 2014, most insurers will

be prohibited from denying coverage or charging
more to any person due to a pre-existing condi-
tion or their gender. Limits on annual benefits
will also be prohibited.

Since its enactment, the ACA has benefited
millions of middle class Americans. Over three
million previously uninsured young adults have
obtained health insurance largely due to the
ACA’s requirement that young adults under age
26 can be covered by their parent’s insurance.
Over 6.1 million seniors benefited from the health
care law’s assistance to help cover prescriptions
drugs in the Part D donut hole, saving them al-
most $6 billion on prescription drugs. More than
100,000 Americans with pre-existing conditions
have gained coverage through the Pre-existing
Condition Insurance Plan Program. Hundreds of
thousands of small businesses have received tax
credits to offer health insurance coverage to their
employees, benefiting millions of workers.

More reforms also are taking effect. To ensure
that dollars are going to patient care, the ACA
requires insurance companies to spend at least
80 or 85 percent, depending on their market, of
premium dollars on medical care and quality im-
provements, instead of administrative costs and
profits. If they fail to meet these standards, in-
surance companies are required to provide a re-
bate to their customers. The first rebates went
out in the summer of 2012, and the Department
of Health and Human Services (HHS) estimates
that these rebates totaled $1.1 billion in 2012.

Additionally, the ACA brings an unprecedented
level of scrutiny and transparency to health in-
surance rate increases. Large premium increases
proposed by health insurance companies in the
individual and small group markets will now
be evaluated by experts to make sure they are
based on reasonable cost assumptions and solid
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evidence, and insurance companies have to pub-
licly justify unreasonable rate increases. HHS
estimates that rate review reduced premiums by
about $1 billion in 2012.

The Administration has been working diligent-
ly with States to prepare for the ACA’s health
insurance expansion in 2014. Health Insurance
Marketplaces will help ensure that every Ameri-
can can access high-quality, affordable health
insurance coverage beginning in 2014. These
competitive marketplaces will provide millions of
Americans and small businesses with “one-stop
shopping” for affordable coverage in every State.
HHS has provided nearly $3.4 billion in grant
funding to 37 States and the District of Columbia
to establish Marketplaces.

In addition, numerous ACA reforms aimed
at improving quality, efficiency, and coordina-
tion of care have already taken effect. Hospital
Value-Based Purchasing and the Hospital Read-
missions Reduction Program tie Medicare pay-
ments to hospitals to achievement of indicators
of high-quality care. The Medicare Shared Sav-
ings Program launched nationwide, and has cre-
ated new opportunities for patient-centered, inte-
grated care for Medicare beneficiaries. Further,
the Administration launched several initiatives
to improve care for individuals eligible for both
Medicare and Medicaid, including developing and
testing new models designed to incentivize States
and providers to create efficiencies through inte-
gration of care and improved care coordination.
In addition, the ACA provided significant new
tools and resources to crack down on waste and
fraud in health care.

IMPLEMENTING WALL STREET REFORM

In addition to health care reform, the Adminis-
tration is committed to implementing the Dodd-
Frank Wall Street Reform and Consumer Protec-
tion Act of 2010 (Wall Street reform), the most
far-reaching reform to the U.S. system of finan-
cial regulation since the Great Depression, and
another critical element of the Administration’s
effort to secure the middle class and lay a founda-
tion for long-term growth and prosperity for all
Americans. Through the law’s authorities, the
Administration is taking necessary steps to cre-
ate a more stable and responsible financial sys-
tem. Financial regulators have made significant
progress implementing reforms designed to fill
gaps in market oversight, rein in predatory and
abusive lending, and bring principles of fairness
and accountability to all corners of our Nation’s
financial markets. And thanks in part to this im-
portant reform effort, our financial system has
become smaller as a share of the economy and
significantly less leveraged, helping reduce our
vulnerability to future crises.

Our economy is benefitting from the many re-
forms now in place. Our financial system is safer
now that banks will pay for their own bad bets.

Banks’ balance sheets have grown stronger, with
capital requirements for the largest firms effec-
tively doubled, and capital levels in U.S. banks
overall up 75 percent from three years ago. In ad-
dition, we have a new orderly liquidation frame-
work in place for protecting the financial system,
the economy, and taxpayers from the consequenc-
es of the failure of a large financial company.
Eleven of the largest bank holding companies
have already submitted their “living wills” to the
Federal Reserve and the Federal Deposit Insur-
ance Corporation, providing a roadmap to regu-
lators should they ever fail, with the remaining
plans due by the end of this year. This new liqui-
dation framework will help ensure that the costs
of resolving a failed financial company will never
again be borne by taxpayers, but, instead, by the
company’s stockholders, creditors, and culpable
management.

Another critical safeguard established under
Wall Street Reform was the creation of the Finan-
cial Stability Oversight Council (FSOC). This new
council of financial regulators headed by the Sec-
retary of Treasury has become a central figure in
monitoring and addressing risks to the financial
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system. Although FSOC members are required
by law to meet only quarterly, the FSOC has been
far more active than that—meeting 12 times in
2012 alone. This forum has enabled regulators to
quickly coordinate their responses to events such
as the failure of MF Global and the disruptions
caused by Hurricane Sandy. In addition, in July
2012 the FSOC designated eight financial market
utilities as systemically important institutions,
subjecting them to more stringent risk-manage-
ment standards and coordinated oversight by the
financial regulators.

With the Consumer Financial Protection Bu-
reau (CFPB) now able to exercise the full scope
of its authorities, a new cop is on the beat, set-
ting high and uniform standards across the fi-
nancial services marketplace, improving finan-
cial literacy for all Americans, and helping to
end profits based on misleading financial prod-
uct sales pitches and hidden traps. Unlike years
past, today banks and other financial companies
must compete vigorously for consumers only on
the basis of price and quality. In 2012, the CFPB
began supervising payday lenders, credit report-
ing agencies, and debt collectors—three types of
businesses that amazingly had never before been
regulated. The CFPB has also been hard at work
cracking down on abusive practices in the mort-
gage industry, making financial contracts sim-
pler, and ending many hidden fees so that fami-
lies are in a better position to understand their
financial obligations when they buy a home. In
total, these reforms put in place the strongest
consumer financial protections in history.

Wall Street Reform also expanded enforcement
authorities and whistleblower rules at the Securi-
ties and Exchange Commission and the Commod-
ity Futures Trading Commission (CFTC), pro-
viding investors with increased protections. In
addition, the agencies’ vigorous enforcement ef-
forts should serve as a greater deterrent to those
who consider breaking the rules to get ahead. In
addition, thousands of publicly-traded companies
have exercised their right to vote on executive
compensation packages as a result of new say-on-
pay provisions.

Leading up to the financial crisis, many banks
got into trouble because they were exposed to
hidden risks from several exotic financial prod-
ucts. Regulators have begun implementing new
Wall Street Reform rules in the over-the-counter
derivatives market, significantly reducing the
risks associated with these products by bring-
ing much-needed transparency for both market
participants and regulators. As a result of new
reporting requirements, the price and volume of
certain swap transactions are now available to
regulators and the public, at no charge; report-
ing for additional asset classes will begin later in
2013. In addition, swap dealers now have to reg-
ister with the CFTC and adhere to new standards
for business conduct and recordkeeping.

To ensure that agencies and departments have
the resources they need to implement Wall Street
Reform, the Administration has called for ad-
equate funding levels for them for 2013, and con-
tinues this commitment in the 2014 Budget.

REFORMING OUR IMMIGRATION SYSTEM

For generations, the United States has been
enriched by a steady stream of hardworking and
talented people who have helped make America
an engine of the global economy and a beacon of
hope around the world. The President is commit-
ted to building a fair, effective immigration sys-
tem that lives up to our heritage as a nation of
laws and a nation of immigrants. That system
should demand responsibility from everyone—
both the 11 million workers here in the shadows

and those who hire them—and reward the hard
work of legal immigrants whose entrepreneur-
ship and skills help build our economy.

The President has laid out a plan for common-
sense immigration reform that would continue in-
vestments in border security, crack down on com-
panies that hire undocumented workers, improve
the legal immigration system for employment-
sponsored and family-sponsored immigrants, and
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establish a responsible pathway to earned citi-
zenship. The plan would require anyone who is
undocumented to pay their taxes and a penalty,
move to the back of the line, learn English, and
undergo background checks.

There is a growing consensus in support of
common-sense immigration reform across Amer-
ica. The vast majority of Americans support
reform, as do stakeholders in the business, law
enforcement, civil rights, labor, agriculture, and
faith communities. The American people expect
their elected officials in Washington to get the job
done once and for all. The President is committed
to working with the Congress to pass legislation
that will permanently fix our broken immigration
system.

The Budget supports the foundation for com-
mon-sense reform by continuing investments in
strengthening our border, making our immigra-
tion enforcement effort smarter by focusing on
individuals who are a threat to public safety,
streamlining legal immigration by reducing bar-
riers for immigrant entrepreneurs and innova-
tors and families, and by expanding support for
the integration of individuals on the path to citi-
zenship. Moreover, the President will ensure that
common-sense immigration reform legislation in-
cludes the resources required to responsibly and
efficiently build the 215 Century immigration
system America deserves.

BUILDING LADDERS OF OPPORTUNITY

There’s a basic bargain in America. It says
that no matter who you are or where you’re from,
if youre willing to work hard and play by the
rules, you should be able to find a good job, feel
secure in your community, and support a family.
The Budget builds on the progress made over the
last four years to expand opportunity for every
American and every community willing to do the
work to lift themselves up. It creates new lad-
ders of opportunity to ensure that hard work
leads to a decent living. It expands early child-
hood learning to give children a foundation for
lifelong learning, as noted earlier in this chapter.
It partners with communities to help them thrive
and rebuild from the recession. It creates path-
ways to jobs for the long-term unemployed and
youth who have been hardest hit by the down-
turn. It rewards hard work and reduces inequal-
ity and poverty by supporting an increase in the
minimum wage. It also strengthens families by
removing financial deterrents to marriage and
supporting the role of fathers.

Partner With Communities to Help Them
Rebuild. A child’s zip code should never deter-
mine her destiny. But today, the neighborhood a
child grows up in can diminish her odds of gradu-
ating high school, health outcomes, and lifetime

economic opportunities. To address this problem,
the Administration is building on the success of
its Promise Neighborhoods and Choice Neighbor-
hoods programs and partnering with some of the
highest-poverty communities across the Nation.
The Administration will designate Promise Zones
through a transparent, competitive process that
can draw on a number of resources in the Budget,
including: using Department of Justice funding
for local law enforcement and community leaders
to reduce violent crime; leveraging Department
of Housing and Urban Development grants to at-
tract private investment to tear down distressed
public housing and build new mixed income
homes, while ensuring that low-income residents
do not get displaced; and using Department of
Education funding to improve educational oppor-
tunities and provide students and their families
with a continuum of educational supports from
cradle to college or career. The Budget also in-
cludes Promise Zone tax incentives to stimulate
growth and investments in targeted communi-
ties, such as tax credits for hiring workers and
incentives for capital investment within the Zone.
In addition, the Budget supports direct Federal
partnership with local leaders, helping them to
navigate Federal programs, cut red tape, and use
Federal resources more effectively.
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Create Pathway to Work for Every Ameri-
can. The Budget includes a Pathways Back to
Work Fund that offers incentives to hire the long-
term unemployed and low-income adults, helps
low-income youth find summer and year-round
jobs, and provides the real-world skills Ameri-
cans need to find a job. These steps are critical to
ensuring that our economic recovery reaches the
broadest possible swath of Americans.

Raise Minimum Wage to $9.00. No one who
works full time should have to raise his or her
family in poverty. Raising the minimum wage
would directly boost wages for 15 million work-
ers and would help our growing economy. That
is why the President is calling on the Congress

to raise the Federal minimum wage from $7.25 to
$9.00 per hour by the end of 2015, and index it to
inflation thereafter.

Strengthen Families. The Budget supports
the President’s commitment to promoting healthy
marriages for all families and supporting the crit-
ical role that fathers play in enhancing the in-
tellectual, emotional, and financial well-being of
their sons and daughters. The Budget proposes
to allow existing Federal programs, like the child
support program, to implement models that get
more men working and engaging with their chil-
dren. It also supports States in testing strategies
to overcome financial deterrents to forming safe
and stable marriages.

MAKING COMMUNITIES SAFER BY REDUCING GUN VIOLENCE

The Budget supports the President’s compre-
hensive approach to improving gun safety and
reducing gun violence, including expanded back-
ground checks for firearm sales, improved tracing
and ballistics analysis, and enhanced efforts to
keep guns out of the hands of dangerous criminals
and other prohibited persons.

To maximize success, the Budget combines
these efforts with programs to improve school
safety, enhance police officer protection, and im-
plement new mechanisms to prevent the use of
firearms by unauthorized users. It provides $112
million in new funds to help schools develop and
implement emergency preparedness plans, cre-
ate safer and more nurturing school climates
through evidence-based behavioral practices,
provide support and services to children exposed
to pervasive violence, collect data on school safe-
ty and climate, and highlight best practices re-
garding school discipline policies, including the

equitable implementation of these policies. This
investment will complement Departments of Jus-
tice, Health and Human Services, and Homeland
Security programs designed to support compre-
hensive school safety strategies.

The Budget expands mental health services for
youth and families with a $130 million initiative
to help teachers recognize signs of mental illness
in students, improves mental health services for
young people ages 16-25, and trains 5,000 more
mental health professionals with a focus on serv-
ing students and young adults. The Budget also
includes $30 million to support a nationwide vio-
lent deaths surveillance system and additional
research on the causes and prevention of gun vio-
lence. Together, these initiatives can help identify
mental illness early and create a clear pathway to
treatment for those in need, increase gun safety,
and keep communities safe from the immeasur-
able tragedies resulting from gun violence.

KEEPING AMERICA SAFE FROM THREATS OUTSIDE OUR BORDERS

Economic growth can only be achieved if Amer-
ica is safe and secure, both at home and abroad.
Looking outside our borders, the Budget supports
American leadership in the critical Asia-Pacific

region; it upholds our commitment to a unified
and sovereign Afghanistan, while continuing
our fight against terrorists, like al Qaeda; and
it confronts new dangers like cyber attacks that



THE BUDGET FOR FISCAL YEAR 2014

31

threaten our Nation’s businesses and people. The
Budget also upholds our solemn duty to care for
our veterans, who have given so much in service
to our Nation.

Invest in Long-Term Partnerships in Iraq,
Afghanistan, and Pakistan. The Budget con-
tinues support for U.S security, diplomatic, and
development goals in Afghanistan, Pakistan, and
Iraq, while scaling down funding for operations
and assistance. It includes resources for the State
Department and the U.S Agency for Internation-
al Development (USAID) to support strong, long-
term partnerships with these countries. In ad-
dition, Overseas Contingency Operations (OCO)
funding is provided for near-term development
assistance related to stabilization and counter-
insurgency programs, extraordinary costs of op-
erating in a high-threat environment, protection
of civilian personnel, and oversight activities of
the Special Inspector General for Afghanistan
Reconstruction.

Support Counterterrorism Efforts. Pro-
tecting the United States from terrorism remains
a critical priority. The Budget continues to sup-
port counterterrorism efforts by a variety of Fed-
eral agencies consistent with the National Strat-
egy for Counterterrorism. It will also support the
gradual drawdown of U.S. forces and the transi-
tion to full Afghan responsibility for their coun-
try’s security by the end of 2014. Because final
policy decisions about the pace of this drawdown
are pending, the Budget includes a placeholder
for Department of Defense (DOD) OCO costs.
The Administration will submit a Budget amend-
ment to the Congress describing the OCO request
as soon as possible.

Continue Investments in Nonprolifera-
tion and Counterterrorism Programs. The
Budget continues to support the President’s vi-
sion of a world without nuclear weapons by
providing key investments in nonproliferation
programs. This funding includes resources for
flagship counterterrorism programs that develop
partner capabilities to prevent terrorist attacks
on the United States and other countries and to
prevent the development, acquisition, trafficking,

and use of weapons of mass destruction by ter-
rorists.

Rebalance American Engagement with
the Asia-Pacific Region. The United States and
its interests are inextricably linked with Asia’s
economies and security, and it welcomes econom-
ic prosperity across the Asia-Pacific region. The
Budget makes strategic, coordinated and Govern-
ment-wide investments in a wide range of tools
across the Asia-Pacific region, which will help
create American jobs, empower American busi-
nesses, and maintain the security and stability
necessary for economic growth.

Address Cyber Threats. Cyber attacks tar-
geting the financial industry, other critical infra-
structure, and Government demonstrate that no
sector, network, or system is immune to infiltra-
tion by those seeking financial gain, perpetrating
malicious and disruptive activity, or stealing com-
mercial or Government secrets and property. Cy-
ber threats are constantly evolving and require a
comprehensive response.

To address cyber threats, the Administration is
working across Government, with our State and
local and international partners, and in conjunc-
tion with the private sector. Top priorities in-
clude securing Federal networks, protecting criti-
cal infrastructure, improving incident response,
and engaging internationally. The President is
also directing the Administration to help shape
the future by prioritizing research, development,
and technology transition, and harnessing pri-
vate sector innovation while ensuring our activi-
ties continue to respect the privacy, civil liberties,
and rights of everyone.

The Budget includes funding to support the
expansion of information sharing programs and
the Administration’s cross-agency priority goal
for cybersecurity, which are designed to enhance
situational awareness of emerging cyber threats,
identify and mitigate network and system wvul-
nerabilities, and enhance the Nation’s ability to
rapidly respond to cyber attacks. The Budget
will also support implementation of Executive
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Order 13636, which is designed to improve the
cybersecurity of U.S. critical infrastructure.

Re-Prioritize Investments in Weapons
Systems. One of the Administration’s priorities
is to provide servicemembers with the modern
equipment they need to implement the new de-
fense strategy. To achieve this goal, the Budget,
for example, continues funding the Joint Strike
Fighter program, which is designed to counter the
threats posed by a sophisticated adversary, and
the VIRGINIA class submarine, which improves
the Navy’s ability to operate in coastal waters.
DOD is also working to upgrade the command and
control equipment on the Army’s Stryker combat
vehicles, and the suspension and drive train of
Paladin self-propelled howitzers to improve troop
protection, survivability, and mobility.

While the Administration is committed to con-
tinuing its investment in new weapons systems
needed to ensure that America’s military remains
the finest in the world, it is also focused on main-
taining and improving existing systems. For
example, DOD will continue to use the highly-
capable C-130 airlift aircraft rather than procure
a new airlifter such as the C-27. In addition,
although DOD will continue to use new Global
Hawk Block 30 Unmanned Aerial Vehicles that
have already been procured, together with the
proven U-2 reconnaissance aircraft, for the criti-
cal task of providing intelligence to our troops, it
will terminate further procurement of Block 30
Global Hawks. DOD will also retain and upgrade
proven systems such as the F-15 and F-16 fighter
aircraft and the B-2 bomber.

Assist Countries in Transition and Pro-
mote Reforms in Middle East and North
Africa. Building on the Administration’s ongo-
ing response to the transformative events in the
Middle East and North Africa region, the Budget
continues Department of State and USAID fund-
ing to support the economic and security sectors
in the region. It continues or expands our bilat-
eral economic support in countries such as Egypt,
Tunisia, and Yemen. In addition, the Budget
funds the Middle East and North Africa Incentive
Fund, which will support countries in transition

and provide incentives for long-term economic
and political reforms. This fund builds upon sev-
eral Arab Spring initiatives, including Enterprise
Funds, fiscal stabilization support through cash
transfers and loan guarantees, and various ini-
tiatives through the G8’s Deauville Partnership,
including technical assistance, trade, and as-
set recovery initiatives. In addition, base fund-
ing for diplomatic operations in the region is in-
creased by $39 million, supporting both increased
engagement and measures to protect diplomatic
personnel.

Support Global Health by Investing in
High-Impact Interventions. Administration
investments will accelerate progress toward the
goals of achieving an AIDS-free generation and
an end to preventable child and maternal deaths.
The Budget supports the achievement of aggres-
sive HIV/AIDS prevention and treatment targets
the President laid out on World AIDS Day in
2011, and continuing progress toward eliminat-
ing pediatric AIDS. Consistent with the Child
Survival Call to Action, it increases USAID in-
vestments aimed at addressing malaria, malnu-
trition, pneumonia, and complications in child-
birth. In recognition of the Global Fund to Fight
AIDS, Tuberculosis, and Malaria’s key role as a
multilateral partner and its progress in institut-
ing reforms, the Budget provides $1.65 billion to
leverage pledges from other donors and acceler-
ates progress against these three diseases. In
addition, the Budget funds the balance of the
Administration’s pledge to the Global Alliance for
Vaccines and Immunization.

Fight Hunger by Improving Food Securi-
ty in Poor Countries. As part of a multi-year
plan to combat hunger, the Budget increases
USAID funding for agriculture development and
nutrition programs. Administration programs
are intended to reduce extreme poverty, increase
food security, and reduce malnutrition for mil-
lions of families by 2015. The Budget provides
bilateral assistance for Feed the Future, includ-
ing the New Alliance for Food Security and Nutri-
tion, and funding for the multi-donor Global Agri-
culture and Food Security Program. The Budget
also maintains strong support for food aid and
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other humanitarian assistance, including over
$4.1 billion to help internally-displaced persons,

refugees, and victims of armed conflict and natu-
ral disasters.

SUPPORTING OUR NATION’S SERVICEMEMBERS, VETERANS, AND
THEIR FAMILIES

Our Nation has a solemn obligation to take
care of our servicemembers and veterans. To de-
liver on this commitment, the Budget provides
significant resources to support veterans’ medical
care, help military families, assist soldiers tran-
sitioning to civilian life, reduce veterans’ home-
lessness, and improve the claims system at the
Department of Veterans Affairs.

Care for Wounded, Ill, and Injured Ser-
vicemembers. The Budget provides $49.4 bil-
lion for the DOD Unified Medical Budget that
supports the DOD Military Health System and
delivers quality health care for the Nation’s 9.6
million eligible beneficiaries. Caring for wound-
ed, ill, and injured servicemembers is a priority
for the Administration, and the Budget sustains
strong programs that support these servicemem-
bers and their families. DOD is also improving
its support for servicemembers’ mental and emo-
tional health by increasing collaboration among
suicide prevention programs and working to
eliminate the stigma associated with accessing
mental health services.

Support Military Families. The Budget pro-
vides for a broad spectrum of programs and ser-
vices for servicemembers and their families in-
cluding: mental health and counseling services;
deployment assistance; child care and youth pro-
grams; morale, welfare, and recreation programs;
commissaries; DOD-run schools for military de-
pendents; and military spouse employment pro-
grams. DOD is working to improve its support to
the All-Volunteer Force by discontinuing redun-
dant or less effective military family programs,
while increasing support for programs that are
proven to serve military families well.

Improve Career Transitions for Newly-
Separated Veterans. To help lower the veter-
ans’ unemployment rate, the Administration is
proposing the first major redesign of veterans’
transition assistance in over 20 years. This new
program, Transition GPS (Goals, Plans, and Suc-
cess), will help servicemembers more effectively
capitalizes on the skills they have developed
through their service. DOL is also providing in-
creased access to intensive reemployment servic-
es for post-9/11 veterans, helping employers take
advantage of tax credits for hiring veterans, and
continuing its work to connect veterans with dis-
abilities or other barriers to employment. DOD is
also working to help servicemembers and veter-
ans better communicate to civilian employers the
skills they learned.

The Administration also continues its support
of tax credits that will help employ veterans. The
Returning Heroes Tax Credit, which provides up
to $5,600 to employers, and the Wounded Warrior
Tax Credit, which provides up to $9,600 to hire
long-term unemployed veterans with service-con-
nected disabilities, were recently extended for one
more year in the American Taxpayer Relief Act of
2012. These credits are a part of the Work Oppor-
tunity Tax Credit (WOTC), which contains other
categories targeted to hiring veterans. The Bud-
get proposes to permanently extend the WOTC.

Through their Joining Forces initiative, the
First Lady and Dr. Jill Biden have led an effort
to challenge the private sector to hire or train
100,000 veterans and their spouses by the end of
2013. Joining Forces has already exceeded that
goal, partnering with more than 2,100 companies
to hire or train 155,000 veterans and spouses. The
Administration has set a new goal for companies
to hire more than 250,000 veterans and spouses
by the end of 2014.
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The Budget also supports the President’s pro-
posed Veterans Job Corps initiative. This initia-
tive will put up to 20,000 veterans back to work
over the next five years rebuilding and protecting
America. By leveraging our returning service-
members’ skills and talents as police officers, fire-
fighters, and in conservation jobs, the Veterans
Job Corps will result in an America as strong as
those who have defended her.

Reduce Veteran Homelessness. The Bud-
get’s proposed services for homeless and at-risk
veterans will help combat veterans’ homelessness
through collaborative partnerships with local gov-
ernments, non-profit organizations, and the De-
partments of Housing and Urban Development,
Justice, and Labor.

Address VA Benefit Claims Backlog. The
Budget includes $136 million for a Veterans
Claims Intake Program that will allow VA to di-
rectly receive and convert paper evidence, such
as medical records, into a digital format for in-
creased efficiency in claims processing. It also
supports continued development of a digital, near-
paperless environment that allows for greater ex-
change of information and increased transparen-
cy for veterans. Specifically, the Budget enables
the Veterans Benefit Management System to re-
duce the processing time and the claims backlog,
facilitate quality improvements through rules-
based calculators, and automate claims tracking.

PAYING FOR NEW INVESTMENTS

The Budget shows that it is possible to achieve
the deficit reduction needed to put the Nation on
a sustainable fiscal path while still investing in
initiatives that will help our economy grow and
support the middle class. All of the new invest-
ments proposed in the Budget are fully paid for.
The Budget’s new discretionary spending is fi-
nanced within the current discretionary caps of
the Budget Control Act, as adjusted by the Ameri-
can Taxpayer Relief Act—which grow at less than
the rate of inflation between 2013 and 2014. The
Budget pays for new infrastructure proposals
and short-term measures to support the ongoing
economic recovery with savings from reducing op-
erations in Iraq and Afghanistan and from cap-
ping Overseas Contingency Operations funding,
which will prevent future efforts to evade agreed-
upon discipline in defense spending. The Bud-
get pays for new early childhood investments by
increasing the tobacco tax, which will also save
thousands of lives. In addition, the Budget pays

for new tax cuts by closing tax loopholes and re-
balancing the tax code so it does not unfairly ben-
efit the wealthiest Americans.

The Budget also fully pays for a range of man-
datory investments designed to support the mid-
dle class and promote economic growth, such as
sustaining the current maximum Pell award for
all eligible students, providing assistance for dis-
placed workers, and establishing an Energy Se-
curity Trust Fund to support shifting cars and
trucks off of oil. All of these initiatives are fully
offset with savings from smart reforms to man-
datory programs, including the Unemployment
Insurance program and higher education.

As a result of these tough but responsible deci-
sions, the Budget is able to make essential invest-
ments in the Nation’s future while also reducing
the deficit.



REDUCING THE DEFICIT IN A
SMART AND BALANCED WAY

By making investments in our people and
infrastructure, we will strengthen the middle
class, make America a magnet for jobs and inno-
vation, and grow our economy, which will in turn
help us to reduce deficits. But economic growth
alone will not solve our Nation’s long-term fiscal
challenges.

Over the past few years, Democrats and
Republicans have cut the deficit by more than
$2.5 trillion through a mix of spending cuts and
tax reform, including more than $1.4 trillion in
spending cuts to discretionary programs in the
Budget Control Act (BCA) and appropriations
bills since 2011, and over $600 billion in new rev-
enue in the American Taxpayer Relief Act (ATRA)
from raising income tax rates on the highest in-
come Americans. When interest savings are in-
cluded, this amounts to over $2.5 trillion of defi-
cit reduction, more than halfway toward the goal
of $4 trillion in deficit reduction. That amount is
what economists find is needed to bring deficits
below three percent of Gross Domestic Product
(GDP), put our debt on a downward trajectory,
and put us on a fiscally sustainable path.

On multiple occasions, the President has pre-
sented comprehensive plans that would achieve
this $4 trillion deficit reduction goal—in his
April 2011 Framework for Shared Prosperity
and Shared Fiscal Responsibility, in his July
2011 offer to Congressional Republicans during
negotiations over extending the debt ceiling, in
his September 2011 submission to the Joint Se-
lect Committee on Deficit Reduction, in his 2013
Budget, and in his latest offer to Congressional
Republicans during negotiations that led to the
passage of the ATRA at the start of this year.

The President stands by the compromise offer
he made to Speaker Boehner in December 2012.
This Budget includes all of the proposals in that
offer. These proposals would achieve nearly $1.8
trillion in additional deficit reduction over the
next 10 years, bringing total deficit reduction to
$4.3 trillion. This represents more than enough
deficit reduction to replace the damaging cuts
required by the Joint Committee sequestration.
The key elements of the offer include:

e About $580 billion in additional revenue
relative to ATRA, from tax reform that clos-
es tax loopholes and reduces tax benefits for
those who need them least;

e About $400 billion in health savings
that build on the health reform law and
strengthens Medicare;

e About $200 billion in savings from other
mandatory programs, such as reductions to
farm subsidies and reforms to Federal re-
tirement contributions;

e About $200 billion in additional discretion-
ary savings, with near equal amounts from
defense and non-defense programs;

e $230 billion in savings from using a more
accurate measure of inflation for cost-of-
living adjustments throughout the Budget,
with protections for the most vulnerable;

¢ Almost $200 billion in savings from reduced
interest payments on the debt, discretion-
ary effects of program integrity cap adjust-
ments, and other effects; and

35
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e $50 billion for immediate infrastructure in-
vestments, as described in chapter 1, to re-
pair our roads and transit systems, create
jobs, and build a foundation for economic
growth.

Because all of the President’s proposed invest-
ments are fully paid for with additional savings
not counted toward the totals above, the Budget
locks in the nearly $1.8 trillion in deficit reduction
from the President’s offer to Speaker Boehner.

As a result, deficits under the Budget fall to
below three percent of GDP in 2016, and the
Federal debt begins to decline as a share of the
economy. Over the next 10 years, deficits fall to
about two percent of GDP, and debt continues to
decline, reaching 73 percent of GDP in 2023, the
last year of the budget window. Putting our Bud-
get on a sustainable fiscal path is a critical step
toward ensuring that we have a solid foundation
on which to build a strong economy and a thriving
middle class for years to come.

REFORMING THE INDIVIDUAL INCOME TAX CODE—ASKING
EVERYONE TO PAY THEIR FAIR SHARE

While the ATRA raised revenue from higher
tax rates, the next stage of deficit reduction will
require additional revenue from reforming the
tax code. To reach the goal of $4 trillion in total
deficit reduction, the President is proposing more
than $1 trillion in savings from spending cuts, en-
titlement reforms, and interest savings. But he is
also proposing to do what leaders of both parties
have suggested: save hundreds of billions of dol-
lars through tax reform that reduces tax benefits
for high-income households. Tax reform holds the
potential to improve economic growth by reduc-
ing complexity for individuals and small busi-
nesses, improving efficiency, and lowering the
deficit. Without it, reducing the deficit through
spending cuts alone will undermine growth by
slashing investments in education, energy, and
medical research, and endangering Medicare and
Social Security. The Administration believes in
a balanced approach that cuts spending and re-
forms entitlements responsibly, but also raises
revenue from tax reform that closes special inter-
est loopholes and addresses deductions and ex-
clusions that let some of the wealthiest members
of society pay a smaller fraction of their income in
taxes than many middle class families.

As a first step toward balanced deficit reduc-
tion and tax reform, the President proposes that
the Congress immediately enact two measures
that would raise $583 billion in revenue by broad-
ening the tax base and reducing tax benefits for
those who need them the least:

Reduce the Value of Itemized Deductions
and Other Tax Preferences to 28 Percent for
Families with Incomes in the Highest Tax
Brackets. Currently, a millionaire who contrib-
utes to charity or deducts a dollar of mortgage in-
terest enjoys a deduction that is more than twice
as generous as that for a middle class family. The
Budget would limit the tax rate at which high-
income taxpayers can reduce their tax liability
to a maximum of 28 percent, a limitation that
would affect only the top three percent of families
in 2014. This limit would apply to: all itemized
deductions; foreign excluded income; tax-exempt
interest; employer sponsored health insurance;
retirement contributions; and selected above-the-
line deductions. The proposed limitation would
return the deduction rate to the level it was at the
end of the Reagan Administration.

Observe the Buffett Rule. The Budget also
puts forward a specific proposal to comply with
the Buffett Rule, requiring that wealthy million-
aires pay no less than 30 percent of income—after
charitable contributions—in taxes. This proposal
will prevent high-income households from using
tax preferences, including low tax rates on capital
gains and dividends, to reduce their total tax bills
to less than what many middle class families pay.

Beyond these measures, the President is com-
mitted to working with the Congress to further
reform the tax code to make it more fair, promote
economic growth and job creation, and improve
competitiveness.
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BUILDING ON SAVINGS IN THE HEALTH CARE LAW

Health care comprises one-quarter of non-in-
terest Federal spending, and the health care costs
of an aging population are a major driver of fu-
ture deficit growth. To help reduce health care
costs, the President signed into law the Afford-
able Care Act (ACA). This law has already con-
tributed to significant reductions in the growth of
private and public health care spending. In ad-
dition, according to the Congressional Budget Of-
fice’s latest analysis, the health care law will re-
duce the deficit by more than $1 trillion over the
next two decades. Realizing this deficit reduction
and efficiencies in the health care system will
reduce cost and improve quality requires effec-
tive implementation of the ACA. The President
is committed to ensuring ACA implementation is
effective, efficient, and swift. Repealing or failing
to implement the health care law would return
the Nation to a path of rapidly increasing health
care costs and add trillions of dollars to deficits
over the long-run.

To continue our commitment to make health
care affordable and strengthen Medicare, Med-
icaid, and other health programs, the Budget
includes $401 billion in health savings over 10
years that build on the ACA by eliminating ex-
cess payments and fraud and supporting reforms
that boost the quality of care. It accomplishes
this without shifting significant risks onto indi-
viduals, slashing benefits, or undermining the
fundamental compact these programs represent
to our Nation’s seniors, people with disabilities,
and low-income families. These reforms will ex-
tend Medicare’s solvency by approximately four
years.

Encourage Adoption of New Physician
Payment Models. The Administration is com-
mitted to working with the Congress to reform
Medicare physician payments to provide predict-
able payments that incentivize quality and effi-
ciency in a fiscally responsible way. The Admin-
istration supports a period of payment stability
lasting several years to allow time for the con-
tinued development of scalable accountable pay-
ment models. Such models would encourage care

coordination, reward practitioners who provide
high-quality efficient care, and hold practitioners
accountable, through the application of financial
risk, for consistently providing low-quality care
at excessive costs. Following the period of sta-
bility, practitioners will be encouraged to partner
with Medicare by participating in an accountable
payment model, and over time, the payment up-
date for physician’s services would be linked to
such participation.

Reduce Medicare Coverage of Bad Debts.
This proposal will align Medicare policy more
closely with private sector standards by reduc-
ing bad debt payments from 65 percent generally
to 25 percent for all eligible providers over three
years starting in 2014. This proposal will save
approximately $25 billion over 10 years.

Better Align Graduate Medical Education
Payments with Patient Care Costs. Medicare
compensates teaching hospitals for the indirect
costs created from residents “learning by doing.”
The Medicare Payment Advisory Commission
(MedPAC) has determined that these Indirect
Medical Education (IME) add-on payments are
significantly greater than the additional patient
care costs that teaching hospitals experience.
This proposal will modify these payments and
save approximately $11 billion over 10 years.

Better Align Payments to Rural Providers
with the Cost of Care. Medicare makes a num-
ber of special payments to account for the unique
challenges of delivering medical care to beneficia-
ries in rural areas. These payments continue to be
important; however, in specific cases, the adjust-
ments may be greater than necessary to ensure
continued access to care. The Budget proposes to
improve the consistency of payments across ru-
ral hospital types, provide incentives for efficient
delivery of care, and eliminate higher than nec-
essary reimbursement, saving approximately $2
billion over 10 years.

Encourage Efficient Post-Acute Care.
Medicare covers services in skilled nursing
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facilities (SNFs), long-term care hospitals
(LTCHs), inpatient rehabilitation facilities (IRF's)
and home health agencies. Over the years, Med-
PAC has noted that expenditures for post-acute
care have increased dramatically, and payments
are in excess of the costs of providing high-quali-
ty and efficient care, placing a drain on Medicare.
Recognizing the importance of these services, the
Administration supports policies that will en-
courage efficient utilization of services and im-
prove the quality of care. The Budget’s proposals
include adjusting payment updates for certain
post-acute care providers and equalizing pay-
ments for certain conditions commonly treated in
IRFs and SNF's, which will save about $81 billion
over 10 years. The Budget encourages appropri-
ate use of inpatient rehabilitation hospitals and
adjusts SNF payments to reduce unnecessary
hospital readmissions, saving almost $5 billion
over 10 years. Also, the Budget proposes to re-
structure payments for post-acute care services
using a bundled payment approach, saving about
$8 billion over 10 years.

Improve Payment Accuracy for Medicare
Advantage. Medicare Advantage plans receive a
minimum statutory adjustment to their payment
to account for differences in coding of medical
conditions between Medicare Advantage and fee-
for-service providers. The Government Account-
ability Office (GAO) has identified this minimum
adjustment as inadequate to account for overpay-
ments resulting from this difference. Therefore,
the Budget proposes to increase the minimum
coding intensity adjustment beginning in 2015.
This proposal will save approximately $15 billion
over 10 years. In addition, MedPAC has identi-
fied potential changes to the way employer group
waiver plans are paid. The Budget proposes to
align employer group waiver plan payments with
the average individual Medicare Advantage plan
bid in each Medicare Advantage payment area
beginning in 2015. This proposal is estimated to
save $4 billion over 10 years.

Align Medicare Drug Payment Policies
with Medicaid Policies for Low-Income
Beneficiaries. The Department of Health and
Human Services Office of Inspector General has

found substantial differences in rebate amounts
and net prices paid for brand name drugs under
Medicare and Medicaid, with Medicare receiv-
ing significantly lower rebates and paying higher
prices than Medicaid—even for Medicaid benefi-
ciaries also enrolled in Medicare. Moreover, Medi-
care per capita spending in Part D is expected to
grow significantly faster over the next 10 years
than spending in Parts A or B under current law.
This proposal would allow Medicare to benefit
from the same rebates that Medicaid receives for
brand name and generic drugs provided to benefi-
ciaries who receive the Part D Low-Income Sub-
sidy beginning in 2014. This option is estimated
to save $123 billion over 10 years.

Accelerate Manufacturer Drug Rebates
to Provide Relief to Medicare Beneficiaries
in the Coverage Gap. The Affordable Care Act
closes the coverage gap in Part D by 2020 through
a combination of manufacturer discounts and
Federal subsidies. Since the law’s enactment,
over six million Medicare beneficiaries have
saved on their prescription drug costs. The Bud-
get proposes to increase manufacturer discounts
for brand name drugs from 50 to 75 percent in
2015, effectively closing the coverage gap for
brand name drugs in 2015, five years sooner than
under current law. This proposal is estimated to
save approximately $11 billion over 10 years.

Increase Income-Related Premiums Un-
der Medicare Parts B and D. Under Medicare
Parts B and D, higher income beneficiaries pay
higher premiums. Beginning in 2017, the Budget
proposes to restructure income-related premiums
under Parts B and D by increasing the lowest
income-related premium five percentage points,
from 35 percent to 40 percent and also increasing
other income brackets until capping the highest
tier at 90 percent. The proposal maintains the in-
come thresholds associated with income-related
premiums until 25 percent of beneficiaries under
Parts B and D are subject to these premiums.
This will help improve the financial stability of
the Medicare program by reducing the Federal
subsidy of Medicare costs for those beneficiaries
who can most afford them. This proposal will
save approximately $50 billion over 10 years.
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Promote Targeted, Shared Responsibility
for New Beneficiaries. The Budget proposes
three targeted policies to promote appropriate
use of health care for new enrollees in Medicare
starting in 2017. First, to strengthen program fi-
nancing and encourage beneficiaries to seek high-
value health care services, the Budget proposes
to apply a $25 increase in the Part B deductible
in 2017, 2019, and 2021 for new beneficiaries.
Second, Medicare beneficiaries currently do not
make co-payments for Medicare home health ser-
vices. This proposal would create a home health
copayment of $100 per home health episode for
new beneficiaries, applicable for episodes with
five or more visits not preceded by a hospital or
other inpatient post-acute care stay. This pro-
posal is consistent with a MedPAC recommenda-
tion to establish a per episode copayment. Third,
to encourage more efficient health care choices,
the Budget proposes a Part B premium surcharge
equivalent to about 15 percent of the average Me-
digap premium for beneficiaries that purchase
Medigap policies with particularly low cost-shar-
ing requirements.

Medigap policies sold by private insurance
companies cover most, or all, of the cost-sharing
Medicare requires. This protection, however,
gives individuals less incentive to consider the
costs of health care services and thus raises Medi-
care costs and Part B premiums. Together these
proposals will save approximately $7 billion over
10 years.

Strengthen the Independent Payment Ad-
visory Board (IPAB) to Reduce Long-Term
Drivers of Medicare Cost Growth. IPAB has
been highlighted by economists and health policy
experts as a key contributor to Medicare’s long
term solvency, and this proposal would lower the
target rate from the GDP per capita growth rate
plus one percentage point to plus 0.5 percentage
point.

Encourage the Use of Generic Drugs By
Low Income Beneficiaries. Medicare provides
Part D cost-sharing subsidies for beneficiaries
with incomes below 150 percent of the Feder-
al poverty level. Evidence has shown that low

income subsidy (LIS) individuals have higher
rates of brand name drug utilization than other
beneficiaries. To increase generic utilization by
LIS beneficiaries, the Budget proposes in most
instances to increase specified copayments for
brand drugs from their current law level, while
lowering specified copayments for generic drugs
by more than 15 percent. Beneficiaries would
continue to be charged the current law amounts
for brand drugs if a generic substitute is not ap-
propriate or available. This proposal will save
approximately $7 billion over 10 years.

Cut Waste, Fraud, and Abuse in Medicare
and Medicaid. In this fiscal environment, we
cannot tolerate waste, fraud, and abuse in Medi-
care, Medicaid, and the Children’s Health Insur-
ance Program (CHIP), or any Government pro-
gram. That is why the Administration has made
targeting waste, fraud, and abuse a priority. The
Administration is aggressively implementing
new tools for fraud prevention included in the Af-
fordable Care Act, as well as the fraud prevention
system, a predictive analytic model similar to
those used by private sector experts. In addition,
the Budget proposes a series of policies to build
on these efforts that will save nearly $4.1 billion
over the next 10 years. Specifically, the Budget
proposes new initiatives to reduce improper pay-
ments in Medicare; require prior authorization
for advanced imaging; direct States to track high
prescribers and utilizers of prescription drugs
in Medicaid to identify aberrant billing and pre-
scribing patterns; expand authorities to investi-
gate and prosecute allegations of abuse or neglect
of Medicaid beneficiaries in additional health
care settings; and affirm Medicaid’s position as a
payer of last resort by removing exceptions to the
requirement that State Medicaid agencies reject
medical claims when another entity is legally li-
able to pay the claim. In addition, the Budget
would alleviate State program integrity reporting
requirements by consolidating redundant error
rate measurement programs to create a stream-
lined audit program with meaningful outcomes,
while maintaining the Federal and State Govern-
ment’s ability to identify and address improper
Medicaid payments.
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Limit Medicaid Reimbursement of Du-
rable Medical Equipment (DME) Based on
Medicare Rates. Under current law, States
have experienced challenges in preventing over-
payments for DME. This proposal, starting in
2014, would limit Federal reimbursement for a
State’s Medicaid spending on certain DME ser-
vices to what Medicare would have paid in the
same State for the same services. This proposal
is projected to save $4.5 billion over 10 years.

Better Align Medicaid Disproportionate
Share Hospital (DSH) Payments with Ex-
pected Levels of Uncompensated Care. Sup-
plemental DSH payments are intended to help
support hospitals that provide care to dispropor-
tionate numbers of low-income and uninsured
individuals. The ACA reduced State DSH allot-
ments from 2014 through 2020 to reflect the re-
duced need as a result of the increased coverage
provided in the Act, and these reductions have
since been extended in legislation through 2022.
To better align DSH payments with expected lev-
els of uncompensated care, the Budget proposes
to begin the reductions in 2015, instead of 2014,
and to determine future State DSH allotments
based on States’ actual DSH allotments as re-
duced by the Affordable Care Act. This proposal
is projected to save $3.6 billion over 10 years.

Lower Drug Costs. The Budget includes a
number of policies to lower drug costs to taxpay-
ers and consumers. It proposes targeted adjust-
ments in Medicaid prescription drug financing by
clarifying the definition of brand drugs, excluding
authorized generic drugs from average manufac-
turer price calculations for determining manufac-
turer rebate obligations for brand drugs, making
a technical correction to the ACA alternative re-
bate for new drug formulations, and calculating
Medicaid Federal upper limits based only on ge-
neric drug prices. These proposals are projected
to save $8.8 billion over 10 years. In addition, be-
ginning in 2014, the Budget proposes to increase
the availability of generic drugs and biologics by
authorizing the Federal Trade Commission to stop
companies from entering into anti-competitive
deals, known also as “pay for delay” agreements,
intended to block consumer access to safe and

effective generics. Such deals can cost consumers
billions of dollars because generic drugs are typi-
cally priced significantly less than their branded
counterparts. The Administration’s proposal will
generate $11 billion over 10 years in savings to
Federal health programs including Medicare and
Medicaid. The Budget also proposes to accelerate
access to affordable generic biologics by modify-
ing the length of exclusivity on brand name bio-
logics. Beginning in 2014, this proposal would
award brand biologic manufacturers seven years
of exclusivity, rather than 12 years under current
law, and prohibit additional periods of exclusiv-
ity for brand biologics due to minor changes in
product formulations, a practice often referred to
as “evergreening.” The proposal will result in $3
billion in savings over 10 years to Federal health
programs including Medicare and Medicaid.

Modernize the Federal Employee Health
Benefits Program (FEHBP). The health insur-
ance marketplace has changed significantly since
the FEHBP was enacted in 1959, and the current
governing statute leaves little flexibility for the
program to evolve with the changing market. The
Budget proposes to modernize FEHBP by tak-
ing several steps beginning in 2015: employees
would be given the option to enroll in a “self plus
one” coverage option rather than being limited to
just self or family options; domestic partners of
Federal employees and new retirees would be eli-
gible for health benefits; the Office of Personnel
Management (OPM) would be authorized to con-
tract with modern types of health plans rather
than being limited to the current four statutorily-
defined plans reflective of the 1950s insurance
market; OPM would be authorized to contract
separately for pharmacy benefit management
services; and OPM would be given authority to
make adjustments to premiums based on an en-
rollee’s tobacco use and/or participation in a well-
ness program. These proposals are estimated to
save $8.4 billion over 10 years.

Encourage Additional Provider Efficien-
cies. The Budget contains several proposals
encouraging more appropriate compensation for
the efficient provision of services under the Medi-
care program. MedPAC cautions that physician
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self-referral of ancillary services leads to a higher
volume when combined with fee-for-service pay-
ments, a finding consistent with GAO analysis.
The Budget encourages more appropriate use of
ancillary services by only allowing providers who
meet certain accountability standards to self-refer
radiation therapy, therapy services, and advanced
imaging services. In addition, the Budget would
modernize Medicare payments for clinical labo-
ratory services by more closely aligning payment
levels with the private sector and granting the
Secretary authority to make other appropriate

payment adjustments, as well as supporting poli-
cies to encourage electronic reporting of labora-
tory results. The Budget would also expand the
availability of Medicare data released to physi-
cians and other providers for performance im-
provement, fraud prevention, value-added analy-
sis, and other purposes. In addition, the Budget
would reduce payment of physician administered
Part B drugs from 106 percent of average sales
price to 103 percent of average sales price. These
proposals would save approximately $20 billion
over 10 years.

MAKING FURTHER TOUGH CHOICES TO REDUCE THE DEFICIT

As part of a balanced deficit reduction plan, the
Budget includes other tough choices to cut spend-
ing and find further savings in other mandatory
programs across the Government. These addi-
tional savings proposals include:

Maintain Farm Safety Net While Mak-
ing Common-Sense Reforms. The President
is committed to building a strong rural economy
by ensuring targeted investments in renewable
energy, infrastructure, conservation, and agri-
cultural, food, and environmental research. The
farm sector continues to be one of the strongest
sectors of our economy, with net farm income ex-
pected to reach $128 billion in 2013, a nominal
record and the highest level in real terms since
1973. With the continuing high value of both crop
and livestock production, income support pay-
ments based upon historical levels of production
can no longer be justified. The Budget proposes
to reform agricultural programs while reducing
spending by $38 billion over 10 years.

A key reform and cost savings is the elimina-
tion of “direct payments,” while providing manda-
tory disaster assistance to livestock and orchard
producers to protect them from significant losses,
such as those experienced in the recent drought.
The Budget also proposes to reduce subsidies for
crop insurance companies by establishing a rea-
sonable rate of return to participating crop insur-
ance companies and reducing the reimbursement
rate of administrative and operating costs. In

addition, the Budget proposes to reduce produc-
ers’ premium subsidy by three basis points for
policies with subsidies greater than 50 percent
and reducing the subsidy for the harvest price op-
tion by two basis points. Conservation programs
are strengthened by the creation of a new agri-
cultural conservation easement program, which
would combine programs designed to preserve
wetlands, agriculture land, and grasslands under
one streamlined program. To offset the cost of
the new program, the Budget proposes to reduce
the Conservation Reserve Program to 25 million
acres from 32 million acres and cuts the Conser-
vation Stewardship Program from 12.7 million to
10.3 million acres. At the same time, the Bud-
get targets funding for priorities such as bioen-
ergy, specialty crops, organic foods, and beginning
farmer assistance.

Restrain Increases in Federal Civilian
Worker Pay. Putting the Nation back on a sus-
tainable fiscal path will take some tough choices
and sacrifices. Federal civilian employees are
central to the Federal Government’s success in
serving the American people. They assure the
safety of the country’s food and airways, defend
the homeland, provide health care to the Nation’s
veterans, search for cures to devastating diseases,
and provide vital support to our troops at home
and abroad. The men and women who serve their
fellow Americans as civilian Federal workers are
patriots who work for the Nation often at great
personal sacrifice; they deserve our respect and
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gratitude. But just as families and businesses
across the country are tightening their belts, so
too must the Federal Government. On his first
day in office, the President froze salaries for all
senior political appointees at the White House.
Starting in 2011, the President proposed and the
Congress enacted a two year pay freeze for all ci-
vilian Federal workers, which is expected to save
more than $60 billion over the next 10 years. And
in 2013 and again in 2014, the President is pro-
posing to freeze the pay for senior political offi-
cials. However, a permanent pay freeze for the re-
maining civilian employees is neither sustainable
nor desirable. In light of the fiscal constraints we
are under, the Budget proposes a one-percent in-
crease in civilian pay for 2014. Compared to the
baseline, this slight increase in civilian pay would
free up $1 billion in 2014 and $18 billion over 10
years to fund programs and services and is one
of the measures the Administration proposes to
help meet the discretionary caps.

Reform Federal Civilian Worker Retire-
ment. The President’s 2011 Plan for Economic
Growth and Deficit Reduction proposed to in-
crease the Federal employees’ contributions to-
ward their accruing retirement costs, from 0.8
percent to 2.0 percent of pay, over three years, be-
ginning in 2013. In response, the Congress cre-
ated the Revised Annuity Employee retirement
plan for Federal employees hired after 2012,
through which those employees contribute 3.1
percent of their pay toward their pensions. In or-
der to make reasonable adjustments to contribu-
tions made by those who joined the workforce pri-
or to 2013, the Budget again proposes to increase
contributions of those employees by 1.2 percent
of pay, over three years, beginning in 2014. While
Federal agency contributions for currently ac-
cruing costs of employee pensions would decline,
these Federal employers would pay an additional
amount toward unfunded liabilities of the retire-
ment system that would leave total agency con-
tributions unchanged.

Under the proposed plan, the amount of the
employee pension would remain unchanged. This
proposal is estimated to save $20 billion over 10
years. In addition, the Budget again proposes to

eliminate the FERS Annuity Supplement for new
employees. These changes are expected to nei-
ther negatively impact on the Administration’s
ability to manage its human resources, nor inhib-
it the Government’s ability to serve the American
people.

Adjust TRICARE Fees to Better Reflect
Costs. Over the past decade, U.S. health care
costs have grown substantially and the Military
Health System (MHS) costs have been no excep-
tion. Although the Congress recently permitted
small increases in the TRICARE Prime enroll-
ment fees for working age retirees and some ad-
justments to Pharmacy copays, the savings from
these changes are not enough to control the large
increases in health care costs. For example, in
1996 a working age retiree’s family of three who
used TRICARE civilian care contributed on aver-
age roughly 27 percent of the total cost of their
health care through fees and copays. Today that
percentage has dropped to less than 11 percent,
which is substantially less than the average 40
percent contribution paid by Federal employees.
The Department of Defense continues to seek ef-
ficiencies within the MHS, but also requires ad-
ditional savings. The Budget includes small TRI-
CARE benefit adjustments to address health care
cost increases and make the health benefit more
sustainable. TRICARE fee adjustments include
increased Prime enrollment fees, annual Stan-
dard/Extra enrollment fees with adjusted de-
ductibles and catastrophic caps. In addition, the
Budget makes targeted increases to TRICARE
pharmacy benefit copayments and establishes
annual TRICARE-For-Life Enrollment fees. Sur-
vivors of members who died while on active duty
and disability retirees and their family members
will be exempt from the fee and copay adjust-
ments.

Reform Aviation Passenger Security Fee
to Reflect Costs More Accurately. Reflect-
ing its commitment to keeping air travel and
commerce safe, the Administration has invested
heavily in personnel, technology, and infrastruc-
ture to mitigate the constantly evolving risks to
aviation security. As risk changes, so too must
the way in which we fund our aviation security
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efforts. Since its establishment in 2001, the Avia-
tion Passenger Security Fee has been statutorily
limited to $2.50 per enplanement, with a maxi-
mum fee of $5.00 per one-way trip. This recov-
ers less than 30 percent of the Transportation
Security Administration’s aviation security costs,
including overhead and the Federal Air Marshal
Service, which have risen over the years while
the fee has remained the same. The Budget pro-
poses to replace the current “per enplanement”
fee structure so that passengers pay the fee only
one time per one-way trip; remove the current
statutory fee limit and replace it with a statutory
fee minimum of $5.00, with annual incremental
increases of 50 cents from 2015 to 2019, resulting
in a fee of $7.50 in 2019 and thereafter; and allow
the Secretary of Homeland Security to adjust the
fee through regulation when necessary. The pro-
posed fee would collect an estimated $9 billion in
additional fee revenue over five years, and $25.9
billion over 10 years. Of this amount, $18 billion
will go towards debt reduction.

Share Payments More Equitably for Air
Traffic Services. All flights that use controlled
air space require a similar level of air traffic ser-
vices. However, commercial and general aviation
can pay very different aviation fees for those same
air traffic services. To reduce the deficit and more
equitably share the cost of air traffic services
across the aviation user community, the Budget
proposes to create a $100 per flight fee, payable
to the Federal Aviation Administration, by avia-
tion operators who fly in controlled airspace. All
piston aircraft, military aircraft, public aircraft,
air ambulances, aircraft operating outside of con-
trolled airspace, and Canada-to-Canada flights
would be exempted. This fee would generate an
estimated $7.3 billion over 10 years. Assuming
the enactment of the fee, total charges collected
from aviation users would finance roughly three-
fourths of airport investments and air traffic con-
trol system costs. To ensure appropriate input
from stakeholders on the design of the fee, the
proposal would also establish an expert Commis-
sion that could recommend to the President a re-
placement charge, or charges, that would raise no
less in revenue than the enacted fee.

Provide Postal Service Financial Relief
and Undertake Reform. The Budget includes
a comprehensive and balanced legislative pro-
posal to provide short-term financial relief and
longer term reforms to the financially strapped
Postal Service. It includes flexibilities that will
allow the Postal Service to realign its business
plan to better compete in the changing market-
place of increasingly digital communication, in-
cluding provisions that enable the agency to re-
duce its costs and increase its revenues. These
reforms will result in savings of more than $20
billion over 10 years, and build on the Postal Ser-
vice’s ongoing initiatives to implement operating
efficiencies and business solutions to return it to
sustainability.

Strengthen Pension Benefit Guaranty
Corporation to Protect Worker Pensions.
The Budget gives the Board of Directors of the
Pension Benefit Guaranty Corporation (PBGC)
discretion to increase premium rates to generate
up to an additional $25 billion beginning in 2015.
This reform is necessary to ensure the continued
financial soundness of PBGC, which currently has
a deficit of $35 billion. PBGC premiums are cur-
rently much lower than what a private financial
institution would charge for insuring the same
risk, and unlike private insurers (or even other
similar agencies, such as the FDIC), the PBGC
is currently unable to adjust the premiums it as-
sesses from plan sponsors to cover potential li-
abilities.

Strengthen UI Safety Net and Improve
Program Integrity. The combination of chroni-
cally underfunded reserves and the economic
downturn has placed a considerable financial
strain on States’ Unemployment Insurance (UI)
operations. Currently, 23 States owe more than
$28 billion to the Federal Ul trust fund, and em-
ployers in those States are now facing automatic
Federal tax increases.

The Budget would put the UI system back on
the path to solvency by providing immediate tax
relief to employers to encourage job creation now
and reestablishing State fiscal responsibility go-
ing forward. Under this proposal, employers in
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States that are indebted to the Federal Ul trust
fund would receive tax relief for two years. To
encourage State solvency, the Budget would also
raise the minimum level of wages subject to un-
employment taxes in 2016 to $15,000, a level
slightly less in real, inflation-adjusted terms than
it was in 1983, after President Reagan signed into
law the last wage base increase. The higher wage
base would be offset by lower tax rates to avoid a
Federal tax increase.

To enhance Ul program integrity, the Budget
also includes a discretionary cap adjustment for
Ul improper payment reviews and reemployment
and eligibility assessments. Reducing Ul im-
proper payments is a top management challenge
identified by GAO and the Department of Labor’s
Inspector General. The Budget expands an ini-
tiative begun in 2005 to finance in-person inter-
views to assess Ul beneficiaries’ need for employ-
ment services and their continued eligibility for
benefits. The resulting savings in Ul benefit pay-
ments would total $1.24 billion.

The Budget further enhances program integri-
ty by requiring States to use the Treasury Offset
Program to recover Ul debts stemming from over-
payments due to fraud or failure to report earn-
ings, and the State Information Data Exchange
System, or a successor system, to obtain infor-
mation from employers necessary to determine a
claimant’s eligibility.

Step Up Efforts to Reduce Social Security
Payment Errors and Boost Program Integ-
rity. The Budget provides a dedicated source of
mandatory funding for the Social Security Admin-
istration (SSA) to conduct Continuing Disability
Reviews (CDRs) in the Social Security Disability
Insurance (SSDI) and Supplemental Security In-
come (SSI) programs, as well as redeterminations
of eligibility for SSI. This dedicated funding will
enable SSA to work down a backlog of CDRs and
ensure that only those eligible for benefits con-
tinue to receive them. The resulting savings
come from reduced spending on benefits in SSDI,
SSI, Medicare (since SSDI beneficiaries generally
qualify for Medicare), and Medicaid (since SSI
beneficiaries automatically qualify for Medicaid).

CDRs and redeterminations generate significant
deficit reduction, with a return on investment for
CDRs of approximately $9 in lifetime program
savings for every $1 spent on these activities, and
a return on investment for redeterminations of
approximately $5 to $1.

Dispose of Excess or Under-Utilized Fed-
eral Property. With over 1.1 million buildings,
structures, and land parcels, the Federal Govern-
ment is the largest property owner in the United
States. Over time, agencies have accumulated
more properties than the Government needs to
effectively meet its mission. That is why, from
his first days in office, the President has made it a
priority to eliminate wasteful spending on Feder-
al real estate. We have already made significant
progress. In June 2010, the President directed
agencies to accelerate efforts to shed unneeded
property, reduce operating costs, and adopt more
efficient real estate management practices to
achieve $8 billion in savings by the end of 2012.
The President’s directive included two parts: $5
billion in savings through the Base Realignment
and Closure Commission (BRAC) process, as well
as $3 billion in non-BRAC savings. As of the end
of 2012, agencies achieved $5.1 billion in BRAC
savings and $3.5 billion in non-BRAC savings, ex-
ceeding the President’s goals.

Building on the lessons learned from this real
estate savings initiative, the Administration’s
new real property goal will track the square foot-
age baseline from its recent “Freeze the Foot-
print” guidance, which will limit the growth of the
Federal real property inventory even further. In
addition, individual agency co-location, consoli-
dation, and disposal projects will be tracked on
Performance.gov.

The Administration will also continue to pur-
sue enactment of the Civilian Property Realign-
ment Act (CPRA), which it first proposed in the
2012 Budget. Building on the best practices of
BRAC, CPRA would create an independent board
of experts to identify opportunities to consoli-
date, reduce, and realign the Federal footprint, as
well as expedite the disposal of properties. The
proposal utilizes bundled recommendations, a
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fast-track congressional procedure, streamlined
disposal and consolidation authorities, and a re-
volving fund to provide logistical and financial
support to agencies.

The Administration’s continuing efforts to dis-
pose of unneeded Federal property will generate
at least $2 billion in net deficit reduction over the
next 10 years.

Reform Federal Oil, Gas, and Coal Man-
agement. The U.S. Treasury receives billions of
dollars annually from oil and gas development on
Federal lands and waters, but recent studies from
GAO and others have found that taxpayers could
earn a better return through policy changes and
more rigorous oversight. The Budget proposes a
package of legislative and administrative reforms
to improve the management of the Department of
the Interior’s (DOI) onshore and offshore oil and
gas programs, with a key focus on increasing the
return to taxpayers from the sale of these Federal
resources and on enhancing transparency and

oversight. Proposed changes include royalty re-
forms and incentives to diligently develop leases,
such as shorter primary lease terms, stricter en-
forcement of lease terms, and monetary incen-
tives to get leases into production through a new
per-acre fee on nonproducing leases. Revenue
collection improvements include simplification of
the royalty valuation process, elimination of in-
terest accruals on company overpayments of roy-
alties, and permanent repeal of DOI’s authority
to accept in-kind royalty payments. States will
also be asked to help pay for the costs of admin-
istering energy and mineral receipts from which
they receive benefits, but they will also benefit
from higher Federal revenue sharing payments
as a result of the other reforms. Some States
that have already completed reclamation of pri-
ority abandoned coal mines would no longer re-
ceive unrestricted payments from the abandoned
coal mine land fund. Collectively, these reforms
will generate over $3 billion in net revenue to the
Treasury over 10 years.

LOWERING CAPS ON DISCRETIONARY SPENDING

In August 2011, the President signed into law
the BCA, which put in place a down payment to-
ward deficit reduction. The BCA included a cap
on discretionary spending that would achieve
approximately $1.2 trillion in deficit reduction
over ten years, including savings on interest pay-
ments. ATRA, signed into law in January 2013,
reduced those caps even further, achieving an ad-
ditional $12 billion in savings. Because of those
caps, by the beginning of the next decade, domes-
tic discretionary spending will drop to its lowest
level as a share of the economy since at least the
1950’s, when Dwight D. Eisenhower sat in the
Oval Office.

Importantly, although discretionary spending
represents only one-third of Federal spending, it
supports critical investments in education, infra-
structure, energy, and scientific research, all of
which are engines of job creation and economic
growth. Cutting discretionary spending in these
areas hinders our ability to innovate and compete

in the 215t Century economy and jeopardizes the
Nation’s long-term economic strength, as well as
its national security.

However, in the interest of reaching bipartisan
agreement on a balanced deficit reduction pack-
age, the Budget proposes to lower the discretion-
ary caps even further, reducing discretionary
spending by an additional $202 billion over the
next decade. The proposed cuts are almost even-
ly distributed between defense and non-defense
spending, and are timed to take effect beginning
in 2017, after the economy is projected to have
fully recovered. While the President would not
support lowering the discretionary caps on their
own, because doing so will make it more difficult
for the country to make needed investments to
grow the economy, he is willing to accept this lev-
el of cuts as part of a balanced compromise that
will put the country on a sustainable long-term
fiscal path.
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USING A MORE ACCURATE MEASURE OF INFLATION

In the interest of achieving a bipartisan deficit
reduction agreement, beginning in 2015 the Bud-
get would change the measure of inflation used
by the Federal Government for most programs
and for the Internal Revenue Code from the stan-
dard Consumer Price Index (CPI) to the alterna-
tive, more accurate chained CPI, which grows
slightly more slowly. Unlike the standard CPI,
the chained CPI fully accounts for a consumer’s
ability to substitute between goods in response
to changes in relative prices and also adjusts for
small sample bias. Most economists agree that
the chained CPI provides a more accurate mea-
sure of the average change in the cost of living
than the standard CPI.

Switching to the chained CPI, which will reduce
deficits and improve Social Security solvency, has
been proposed in almost every major bipartisan
deficit reduction plan put forward over the past
several years, including the Bowles-Simpson Fis-
cal Commission plan, the Bipartisan “Gang of
Six” plan, and the Domenici-Rivlin Bipartisan
Policy Center plan.

The President has made clear that any such
change in approach should protect the most vul-
nerable. For that reason, the Budget includes
protections for the very elderly and others who
rely on Social Security for long periods of time,
and only applies the change to non-means tested
benefit programs. The switch to chained CPI will
reduce deficits by at least $230 billion over the
next 10 years.
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In order for our country to continue leading in
the 215t Century economy, we need a 21¢ Century
Government. We need a Government that is
lean, efficient, and continuously striving to do
more with less, ensuring that every taxpayer
dollar is used wisely and to the maximum effect.
We need a Government that is responsive to the
needs of its citizens and businesses, and is will-
ing to embrace the rapid pace of technological
innovation underway, ensuring that we remain
globally competitive.

That is why, under the President’s direction,
the Administration will continue its efforts to
streamline Government operations, improve

performance, adopt new technologies, and pro-
vide greater value to the American taxpayer.
The Budget builds on the President’s Campaign
to Cut Waste by taking further steps across the
Government to cut unnecessary and wasteful
spending. It includes new proposals to consoli-
date and reorganize Federal agencies and pro-
grams to eliminate duplication, overlap, and in-
efficiency. It includes new incentives to promote
the use of evidence, evaluation, and technology to
get better results, including the adoption of best
practices from the private sector. It also con-
tinues to drive performance improvement with
ambitious goals and frequent measurement.

CUTTING WASTE WHEREVER WE FIND IT

Whether the Budget is in surplus or deficit,
wasting taxpayer dollars on programs that are
outdated, ineffective, or duplicative is wrong.
Given the current fiscal environment, it is
critical that we redouble our efforts to scour
the Budget for waste and make tough decisions
about reducing funding or ending programs that
are laudable, but not essential. This exercise is
difficult but necessary, and it builds on efforts
the Administration has undertaken since the
President first took office.

We have already made significant progress in
cutting waste in areas across the Government.
We are terminating unneeded or underperform-
ing military weapons systems. We are closing or
consolidating underutilized field offices. We are
eliminating duplicative or overlapping programs.
We are cutting unnecessary travel and confer-
ence spending. We are selling off excess Federal

real estate. We are leveraging the buying power
of the Federal Government to save money on the
purchase of commodities such as office supplies
and shipping services.

The Budget builds on these efforts by includ-
ing a total of 215 cuts, consolidations, and savings
proposals. For example, one of largest savings
measures in the Budget is the Administration’s
proposal to align Medicare drug payment poli-
cies with Medicaid rebate policies for low-income
beneficiaries, allowing Medicare to benefit from
lower drug prices. This change alone will save
$123 billion over the next 10 years. The Budget
takes other critical steps to save money, such as
closing the loophole in current law that allows
people to collect both full disability benefits and
unemployment benefits that cover the same pe-
riod of time. Shutting this loophole will save $1
billion over 10 years. As detailed later in this
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chapter, the single biggest consolidation proposed
this year is in the area of science, technology, en-
gineering, and mathematics (STEM) education,
where the Administration is proposing a bold re-
structuring of STEM education programs—con-
solidating 90 programs and realigning ongoing
STEM education activities to improve the deliv-
ery, impact, and visibility of STEM efforts.

In total, these proposals are projected to save
more than $25 billion in 2014, and $539 billion
through 2023, including savings from program
integrity proposals, totaling $98 billion through
2023. Program integrity proposals are detailed
in the Budget Process chapter of the Analytical
Perspectives volume. The Cuts, Consolidations,
and Savings section of this Budget includes ta-
bles detailing discretionary and mandatory pro-
posals, as well savings activities agencies are un-
dertaking that require no further action by the
Congress, many of which were suggested through
the President’s SAVE Award.

Some of the broader Administration efforts
to address unnecessary and wasteful spending
include:

Cut Improper Payments. Every year, the
Federal Government wastes billions of dollars
on improper payments to individuals, organiza-
tions, and contractors. These are payments made
in the wrong amount, to the wrong person, or for
the wrong reason. When the President took office
in 2009, the rate of wasteful Government-wide
improper payments was on the rise. Since then,
the Administration has taken forceful steps to cut
down on improper payments, such as putting in
place new measures to increase transparency and
accountability, directing agencies to intensify and
expand efforts to recover improper payments, es-
tablishing a “Do Not Pay” list for agencies to check
before making payments, and implementing the
landmark Improper Payments Elimination and
Recovery Act of 2010 and the Improper Pay-
ments Elimination and Recovery Improvement
Act of 2012. The Administration has also moved
quickly to deploy cutting-edge forensic technolo-
gies to crack down on waste, fraud, and abuse.

As a result of these efforts, the Government-wide
error rate decreased to 4.35 percent in 2012, hav-
ing steadily declined from its high-water mark of
5.42 percent in 2009. In total, over the last three
years the Government has avoided over $47 bil-
lion in improper payments and has recaptured a
record $4.4 billion in overpayments to contractors.

Reduce Administrative Overhead. As part
of the Administration’s focus on reducing spend-
ing and finding efficiencies, in November 2011
the President issued an Executive Order to pro-
mote efficient spending that called for agencies to
make a 20 percent reduction in their 2013 spend-
ing on administrative areas such as travel, ad-
visory contracts, printing, employee Information
Technology (IT) devices, extraneous promotional
items, and transportation. To identify further
savings, in May 2012 the Administration out-
lined a series of actions for reining in spending
and increasing both transparency and oversight
of Federal conference and travel activity. As a
result, agencies have reduced travel and confer-
ence spending by more than $2 billion thus far.
Overall, agencies have saved nearly $11 billion
on administrative activities, which agencies are
redirecting to higher priority programs.

Consolidate Data Centers. Under the
President’s Federal Data Center Consolidation
Initiative, the Administration has been working
to consolidate unnecessary Federal data centers
across the Nation. Since agencies began execut-
ing their data center consolidation plans in 2011,
nearly 400 data centers have been closed, lead-
ing to a net reduction in data centers for the first
time in over a decade. Shutting these facilities
down increases agency IT efficiencies, strength-
ens our cybersecurity posture, and decreases the
Government’s energy and real estate footprint.

Save Billions of Dollars in Contracting.
The Administration has consistently challenged
Federal agencies to strengthen their acquisition
and contracting practices by eliminating ineffi-
ciencies, reducing risk, and buying smarter. In
response, agencies reduced contract spending
by over $20 billion in 2012 compared to 2011,
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marking the largest single-year decrease on re-
cord. This continues a three-year trend that has
brought a $35 billion decline in spending from
2009 through 2012—a dramatic reversal of the
unsustainable 12 percent annual contract spend-
ing growth rate experienced from 2000 through
2008.

Savings are being achieved by buying less and
buying smarter. For example, in 2012 agencies
spent $7 billion, or 15 percent, less than they did
in 2010 for management support services. Agen-
cies have also been making more concerted ef-
forts to coordinate the Government’s buying pow-
er through strategic sourcing. Government-wide
strategic sourcing of items such as office supplies
and domestic shipping services has already saved
nearly $200 million since 2010, and agency-level
strategic sourcing of goods like IT and medical
equipment have saved hundreds of millions more.

In 2014, to accelerate the pace of savings, agen-
cies with the largest procurement spending will
begin pursuing multiple new Government-wide
strategic sourcing solutions under the coordina-
tion of the Strategic Sourcing Leadership Council
headed by the Office of Management and Budget.
The Small Business Administration will work
alongside participating agencies to help maxi-
mize the participation of small businesses in
these critical cost-savings efforts. A portal will
also be established to begin capturing the prices
agencies pay for commonly used goods and ser-
vices so that contracting officials can identify the
best prices.

Under current law, contractors that are paid
based on their incurred costs may demand re-
imbursement for executive and employee sala-
ries up to the level of the Nation’s top private
sector CEOs and other senior executives. These
salaries and benefits have increased by more

than 300 percent since the law was enacted in
the mid-1990s. In 2011, when the cap reached
$763,000, the President called on the Congress
to establish a new, sensible limit that is on par
with what the Government pays its own execu-
tives and employees. The Administration was
encouraged by the proposal in the 2013 Senate’s
National Defense Authorization bill to cap reim-
bursement for defense contractors at the level
of the Vice President’s salary, which is currently
$230,700. The Budget urges the Congress to ex-
pand the Senate’s proposal to cover all contractor
employees—both defense and civilian—and pass
a law that allows agencies to pay above this cap
on an exception basis only, when it is necessary
to ensure the agency has continued access to the
skills and capabilities of specialists to achieve
mission outcomes.

Reform Military Acquisition. The
Department of Defense (DOD) has a respnsibility
to procure weapon systems and critical goods
and services needed by the Armed Forces to
successfully execute our national security
mission. The military departments (the Air
Force, Army, and Navy) and defense agencies
have a portfolio of 84 ongoing major weapon
system acquisition programs, and DOD contracts
account for approximately 70 percent of all
Federal procurement.

Through its “Better Buying Power” (BBP) re-
form, DOD is charting a path to greater produc-
tivity in the military acquisition system. New
BBP initiatives address current fiscal realities,
including enforcing affordability caps, measuring
cost performance, and aligning contractor profit-
ability with acquisition goals. DOD has also in-
stituted best practices, including applying lessons
learned, expanding strategic sourcing, establish-
ing acquisition professional reviews, and institut-
ing peer reviews to ensure effective competition.
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REORGANIZING, CONSOLIDATING, AND STREAMLINING
GOVERNMENT

Over the years, the Federal Government has
become increasingly complex, as agencies have
been assigned new missions and duties in their
service to the American people. At times, this has
resulted in agencies with duplicative and over-
lapping responsibilities that have wasted tax-
payer resources and made it harder for the public
to navigate their Government. The Administra-
tion has been working to address this problem
over the last four years. In its last report on
duplication within the Federal Government, the
Government Accountability Office concluded that
more than three-quarters of its recommendations
for Executive Branch action had been addressed
in some way.

However, the Administration is commit-
ted to doing more to consolidate and stream-
line Government operations. That is why the
President is again asking the Congress to re-
vive an authority that Presidents had for almost
the entire period from 1932 through 1984—the
ability to submit proposals to reorganize the
Executive Branch via a fast-track procedure. In
effect, the President is asking to have the same
authority that any business owner has to reorga-
nize or streamline operations to meet changing
circumstances and customer demand.

Building on the progress already made, the
Budget includes a series of proposals to con-
solidate and reorganize Executive Branch
departments, including to:

Consolidate Business and Trade Pro-
motion Into a Single Department. As the
President indicated in 2012, if he is given Presi-
dential reorganization authority, his first proposal
would be to consolidate a number of agencies and
programs into a new Department with a focused
mission to foster economic growth and spur job
creation. The proposal would consolidate six pri-
mary business and trade agencies, as well as other
related programs, integrating the Government’s
core trade and competitiveness functions into
one new Department. Specifically, the new

Department would include the Department of
Commerce’s core business and trade functions,
the Small Business Administration, the Office of
the U.S. Trade Representative, the Export-Import
Bank, the Overseas Private Investment Corpora-
tion, and the U.S. Trade and Development Agen-
cy. It would also incorporate related programs
from a number of other departments, including
the Department of Agriculture’s business devel-
opment programs, the Department of the Trea-
sury’s Community Development Financial In-
stitutions Fund program, the National Science
Foundation’s (NSF) statistical agency and in-
dustry partnership programs, and the Bureau of
Labor Statistics from the Department of Labor.
Creating a department solely focused on econom-
ic growth would also require moving the National
Oceanic and Atmospheric Administration from
the Department of Commerce to the Department
of the Interior.

By bringing together the core tools to expand
trade and investment, grow small businesses, and
support innovation, the new Department would
coordinate these resources to maximize the ben-
efits for businesses and the economy. With more
effectively aligned and deployed trade promotion
resources, strengthened trade enforcement capac-
ity, streamlined export finance programs, and en-
hanced focus on investment in the United States,
the Government could more effectively imple-
ment a strong, pro-growth trade policy. This reor-
ganization would also help American businesses
compete in the global economy, expand exports,
and create more jobs at home. These changes
could generate approximately $3 billion in sav-
ings over the next 10 years, with roughly half of
the savings coming from reducing overhead and
consolidating offices and support functions. Ad-
ditional comparable savings would be generated
through programmatic cuts once the synergies
from consolidation are realized.

Consolidate 90 STEM Education Pro-
grams. Currently, Federal initiatives to pro-
mote STEM education are spread across the
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Government in more than 200 programs within
13 different agencies. The Budget is proposing a
bold reorganization of STEM education programs
into four key areas: K-12 instruction; undergrad-
uate education; graduate fellowships; and educa-
tion activities that typically take place outside
the classroom, all with a focus on increasing par-
ticipation and opportunities for individuals from
groups historically underrepresented in these
fields. This reorganization involves a consolida-
tion of 90 of these programs and realignment of
ongoing STEM education activities to improve the
delivery, impact, and visibility of STEM efforts.
Nearly $180 million would be redirected from pro-
grams across the Government to the Department
of Education, NSF, and the Smithsonian Institu-
tion. The Department of Education’s role will in-
clude developing STEM innovation networks to
reform STEM instruction and supporting Master
Teachers who can serve as a national resource for
improving STEM teaching and learning. NSF will
focus on efforts to improve STEM undergraduate
education and to reform graduate fellowships so
they reach more students and align with national
needs. The Smithsonian Institution will improve
the reach of informal education activities by en-
suring they are aligned with State standards and
are relevant to the classroom.

Modernize, Streamline, and Strengthen
the Delivery of Training and Employment
Services. As the economy changes, Federal
training and employment programs must con-
tinually innovate and adapt to help American
workers gain the skills they need to find new jobs
and careers. Today more than 40 programs at 11
Federal agencies deliver job training and employ-
ment services. We should be doing everything we
can to make it easier for Americans to find a job or
build their skills for a better one, and for employ-
ers who need to find well-qualified workers. The
Administration is therefore exploring opportuni-
ties to revisit how the Federal Government funds
job training and employment services, including
the possibility of reorganizing some of the exist-
ing training programs that serve overlapping
populations. For example, the Budget proposes
a universal displaced worker program that will
reach up to a million workers a year with a set

of core services, combining the best elements of
two more narrowly-targeted programs. Any re-
form must ensure that the needs of particularly
vulnerable job-seekers and workers continue to
be met and ensure greater accountability and
transparency about the performance of federally
supported job training providers and programs.
The Administration looks forward to working
with the Congress and other stakeholders on job
training reform in the coming year.

Reform TVA. Since its creation in the 1930s
during the Great Depression, the federally owned
and operated Tennessee Valley Authority (TVA)
has been producing low-cost electricity and man-
aging natural resources for a large portion of the
Southeastern United States. TVA’s power service
territory includes most of Tennessee and parts of
Alabama, Georgia, Kentucky, Mississippi, North
Carolina, and Virginia, covering 80,000 square
miles and serving more than nine million people.
TVA is a self-financing Government corporation,
funding operations through electricity sales and
bond financing. In order to meet its future capac-
ity needs, fulfill its environmental responsibili-
ties, and modernize its aging generation system,
TVA’s current capital investment plan includes
more than $25 billion of expenditures over the
next 10 years. However, TVA’s anticipated capi-
tal needs are likely to quickly exceed the agency’s
$30 billion statutory cap on indebtedness. Reduc-
ing or eliminating the Federal Government’s role
in programs such as TVA, which have achieved
their original objectives and no longer require
Federal participation, can help put the Nation
on a sustainable fiscal path. Given TVA’s debt
constraints and the impact to the Federal defi-
cit of its increasing capital expenditures, the
Administration intends to undertake a strategic
review of options for addressing TVA’s financial
situation, including the possible divestiture of
TVA, in part or as a whole.

Realign and Streamline GSA Operations.
The General Services Administration (GSA) pro-
vides real estate, acquisition, and technology
services to the Federal Government. A more ef-
ficient and effective GSA translates into cost sav-
ings for Federal agencies and taxpayers. Based
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on a comprehensive review of GSA’s operations,
the Budget is proposing realignment and stream-
lining of key GSA functions that will result in
estimated cost savings exceeding $200 million
over 10 years. Consolidating reporting struc-
tures within GSA will increase accountability
in decision-making in areas such as finance, hu-
man resources, and IT, and generate cost savings
by eliminating redundancies. Further reforms
to GSA’s Public Buildings Service and Federal
Acquisition Service are designed to deliver consis-
tency across organizational units, particularly in
service delivery and policy application, ensuring
GSA serves Federal agencies as a single national
solutions provider.

Reform Food Aid. The existing P.L. 480 Ti-
tle II food aid program, which is administered
by the U.S. Agency for International Develop-
ment and funded through the U.S. Department
of Agriculture, includes numerous requirements
that raise the cost of providing food aid and re-
duce its timeliness and effectiveness in respond-
ing to humanitarian crises and fighting hunger
abroad. The proposed reform replaces P.L. 480
Title II funding with an equivalent amount of
flexible discretionary funding that will provide
aid to over two million more people annually. At
the same time, the less rigid funding stream will
give the United States far greater ability to pro-
vide aid when, where, and in the form that it can
be most effective. The program will use a majority

of emergency food aid funding to purchase and
ship food from the United States, will supplement
the existing level of support for certain militarily
useful ships, and will facilitate the retention of
U.S. mariners. In addition to helping more peo-
ple in crisis, the reform will reduce mandatory
spending—and the deficit—by an estimated $500
million over a decade.

Prioritize Immigration Detention Re-
sources. The Administration has focused its
immigration enforcement efforts on identifying
and removing individuals who pose a danger to
national security or a risk to public safety, includ-
ing aliens convicted of crimes, with particular
emphasis on violent criminals, felons, and repeat
offenders. To ensure the most cost-effective use
of Federal dollars, the Budget focuses detention
capabilities on priority and mandatory detainees,
while allowing low-risk, non-mandatory detain-
ees to enroll in lower cost, parole-like alternatives
to detention programs, such as electronic moni-
toring and intensive supervision. As the Admin-
istration continues to focus on priority removal
cases, it will work to reduce the time removable
aliens spend in immigration detention custody.
To achieve this goal, U.S. Immigration and Cus-
toms Enforcement is improving its ability to expe-
dite removal of convicted criminal aliens, so they
do not require lengthy stays in U.S. immigration
detention custody prior to deportation.

USING EVIDENCE TO GET BETTER RESULTS

In its first term, the Administration developed
innovative grant programs that drive resources
to evidence-based practices and require strong
evaluations to build knowledge of what works.
In partnership with policy officials, researchers,
and program managers, the Administration will
expand the use of these models in other priority
program areas in 2014.

Pay for Success. To ensure taxpayers get the
best possible return on their investment in social
programs, the Administration is expanding the
Pay for Success program model started in 2012.

Pay for Success leverages philanthropic and pri-
vate dollars to fund preventive services up front,
with the Government paying providers only after
they generate results that save taxpayer mon-
ey. In 2012, the Department of Justice awarded
grants to two States for Pay for Success projects to
prevent recidivism, and in 2013 the Department
of Labor expects to support training programs us-
ing this model. In 2014, the Administration will
broaden its support for Pay for Success, reserving
up to $195 million in the areas of job training, ed-
ucation, criminal justice, housing, and disability
services.



THE BUDGET FOR FISCAL YEAR 2014

53

The President’s Budget is also proposing a new
$300 million incentive fund at the Department
of the Treasury to help State and local govern-
ments implement Pay for Success programs with
philanthropies. The fund will provide credit
enhancements for philanthropic investments
and outcome payments for money-saving ser-
vices. This approach borrows from the Outcomes
Finance Fund, a similar fund established in the
United Kingdom. The Administration will also
make available up to five percent of proceeds
from the sale of excess Federal property under
the proposed Civilian Property Realignment Act
for innovative homeless programs, including Pay
for Success projects that save taxpayer money by
reducing homelessness.

Invest in Innovation Using a Tiered Evi-
dence Model. Federal grant programs should
build evidence of what works and create incen-
tives for grantees to adopt proven practices. Even
in a period of constrained resources, the Budget
increases funding by 44 percent over the 2012 en-
acted level for innovation funds that use a tiered
model to provide more resources for programs
that demonstrate evidence of success. For ex-
ample, the Budget includes $215 million for the
Department of Education’s Investing in Innova-
tion (i3) program. The program uses develop-
ment, validation, and scale-up grants to grow the
base of evidence on effective teachers and lead-
ers, improving low-performing schools, and par-
ent engagement strategies that increase student
learning at the K-12 level. The Budget also pro-
vides $260 million to launch a companion First in
the World fund at the Department of Education to
spur the establishment, validation, and scaling-
up of cutting-edge innovations that can decrease
college costs and boost postsecondary attainment
rates.

The Budget also includes $150 million for the
Department of Labor’s Workforce Innovation
Fund, to engage States and localities in develop-
ing more effective training and placement ser-
vices for the unemployed, and invests $25 mil-
lion in new, evidence-informed efforts to improve
employment outcomes for older Americans.

Evidence will also be a focus of the new initia-
tives that the Department of Education, NSF, and
the Smithsonian implement under the STEM
reorganization discussed earlier in this chap-
ter. Rigorous evaluations will be a core strategy
in this effort to help distinguish truly effective
approaches from well-intended ones with little
impact.

Generate Stronger Results in Formula
Grant Programs with Competitive Grants.
The Budget also takes important steps to improve
the effectiveness of formula grant programs by
using competitive grants to encourage adoption
of evidence-based approaches such as:

¢ In the Department of Justice, the Budget
couples the Byrne Justice Assistance Grant
and Juvenile Accountability Block Grant
programs with competitive incentive funds
that provide “bonuses” to States and locali-
ties for evidence-based use of formula funds.

¢ In the Department of Health and Human
Services (HHS), the Budget proposes to re-
quire that States use five percent of their
mental health block grant allocation for
grants that use the most effective evidence-
based prevention and treatment approaches.

e The Department of Education proposes to
reform the Career and Technical Education
formula grant to require that States award
the funds competitively at the local level and
to create an innovation fund that will drive
the use and development of evidence-based
practices to make sure young people gain the
skills needed to succeed in today’s economy.

All of these reforms capitalize on research con-
ducted over several decades to learn what works
for different communities and populations. The
proposals do not mandate that State and local
governments adopt federally prescribed solutions,
but require that a portion of funding is spent on
approaches backed by strong evidence.
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Create Performance Partnerships That
Provide Flexibility While Demanding Re-
sults. Inconsistent and overlapping Federal
program requirements sometimes prevent States
and localities from effectively coordinating ser-
vices or using funding to support strategies that
are likely to achieve the best outcomes. For 2014,
the Budget proposes establishing a limited num-
ber of Performance Partnership pilots designed to
improve outcomes for disconnected youth, includ-
ing young adults who have dropped out of school
and are not employed. Approved performance
partnerships designed at the State or local level
could blend discretionary funds for youth-serving
programs at the Departments of Education, HHS,
Labor, Justice, Housing and Urban Development
(HUD), and other agencies, in exchange for
greater accountability for results. Performance
indicators, such as education and employment
outcomes, would be used to gauge progress, and
evaluations would study what locally designed
strategies work best. The Administration will
learn from community leaders about the poten-
tial for similar performance partnerships, ex-
changing greater flexibility over funds for greater
accountability for results, to revitalize distressed
communities and reduce youth violence.

Inject Performance Focus Into More Pro-
grams. The Budget takes other steps to inject
an emphasis on outcomes into programs that
have lacked that focus for too long. For exam-
ple, the Budget consolidates and establishes new
performance requirements in programs rang-
ing from rural and cooperative grant programs

at the Department of Agriculture to the Federal
Emergency Management Agency first responder
grants. The Budget also continues the implemen-
tation of the historic requirement for low-per-
forming Head Start grantees to compete for fund-
ing, establishes performance standards in the
Community Services Block Grant program and
requires competition for programs below those
standards, and allocates Senior Corps funding on
a competitive basis.

Support Initiatives That Can Produce
Cost-Effective Results. The Budget makes
additional investments in programs where the
evidence suggests long-term savings outweigh
short-term costs. For example, the President’s
historic investment in early childhood education
reflects the deep body of research showing that
high-quality early interventions can yield lasting
savings to the Government and society through
improvements in children’s educational, employ-
ment, health, and other outcomes. New criminal
justice investments, including State partner-
ships through the Justice Reinvestment Act, and
grants through the Second Chance Act, may not
only reduce crime and imprisonment, but also
generate savings over the long run. This is also
true of the Hawaii Opportunity Probation and
Enforcement program’s “swift and certain” ap-
proach to sanctions for probationers, which the
Budget proposes to continue expanding and eval-
uating. To support and evaluate these efforts, the
Budget strongly encourages cost-benefit analyses
in States, as well as Federal agencies.

STRENGTHENING EVALUATION AND SHARING WHAT WORKS

Rigorous evaluations identify what works,
under what conditions, and at what cost. They
can also show what doesn’t work and should
stop. Innovative companies constantly use data
and experimentation this way—to drive learning
and improvement. Building on their lessons, the
Administration is intensifying its use of evalu-
ation and experimentation to build a culture of
learning and continuous improvement to ensure
Americans receive maximum value for their tax
dollars.

Learn and Share What Works. The Budget
supports new evaluations across the Government
to analyze program impacts such as investiga-
tions into how to: structure student aid in order
to increase college access for low-income stu-
dents; strengthen the impact of Federal technical
assistance to small businesses; strengthen per-
formance benchmarking and create new efficien-
cies across Federal health care programs operat-
ed by the Departments of Veterans Affairs (VA),
Defense, and HHS; use evidence-based home vis-
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iting programs to improve birth outcomes, reduce
low-birth weight, and improve infant health, and;
use increased local flexibility in housing assis-
tance to achieve positive outcomes for families,
including increased employment and self-suffi-
ciency. The Administration will also help poli-
cymakers, program managers, and practitioners
access strong evidence by continuing to expand
“what works” clearinghouses for proven practices,
such as the Department of Justice’s CrimeSolu-
tions.gov, the Department of Education’s What
Works Clearinghouse, the Substance Abuse and
Mental Health Services Administration’s Na-
tional Registry of Evidenced-based Programs and
Practices, and the Department of Labor’s new
Clearinghouse of Labor Evaluation and Research.

Share Data Across Agencies. Federal agen-
cies are also beginning to reduce the costs of high-
quality evaluations by using existing sources of
data within the Government rather than con-
ducting costly new surveys. The Budget provides
funds to link data across programs in order to
support high-quality, low-cost research. HHS and
HUD, for instance, are sharing data to analyze
how housing interventions affect the health care
use and costs of residents. VA and HUD are also
collaborating to streamline reporting by home-
lessness programs and to create a more compre-
hensive picture of homelessness trends and inter-
ventions. The Census Bureau is also working in
partnership with agencies to expand capacity for

researchers to securely access and analyze data
to evaluate programs in ways that safeguard pri-
vacy and confidentiality.

Strengthen Agency Capacity for Data An-
alytics and Evaluation. The Administration
is building a more robust evaluation and data
analytics infrastructure within agencies to sup-
port rigorous research focused on important pol-
icy priorities. Building on an approach that has
been successful at the Department of Labor, the
Budget includes funding for a Chief Evaluation
Officer at the Department of Agriculture to work
closely with program offices to develop and im-
plement evaluation agendas set by policy offi-
cials. As an example of cross-agency collabora-
tion, evaluation officials from the Departments of
Education, Labor, HHS, and NSF are developing
common evidence standards for research studies,
which can be a resource for improving the quality
of studies throughout the Federal Government.

Interagency learning networks comprised of
program, performance management, and evalu-
ation officials are now forming to develop shared
evaluation agendas and tools in areas as diverse
as reviewing outcomes for business technical
assistance programs, improving enforcement
programs that oversee compliance with health,
safety and environmental laws, operating finan-
cial literacy programs, and strengthening and
evaluating STEM programs.

MANAGING FOR RESULTS

To improve the effectiveness and efficiency of
Federal agencies, the Administration is imple-
menting goal-focused, data-driven approaches to
set priorities, benchmark progress, and ensure
staff and resources across the Government are
coordinating their efforts for maximum impact.

Use Goals and Frequent Data-Driven Re-
views. To emphasize and enhance performance
improvement practices across the Federal Gov-
ernment, in 2009 the Administration directed
agency leaders to set high-priority performance
goals (Priority Goals). Agencies set Priority

Goals every two years, with the current set estab-
lished for 2012-2013. The Deputy Secretary or
Chief Operating Officer of each agency runs quar-
terly progress reviews and designates a senior ac-
countable official responsible for driving progress
on each Priority Goal. Goal Leaders are expected
to select strategies based on evidence, set mile-
stones, and assess progress at least once a quar-
ter. They are also expected to use appropriately
rigorous evaluations and other studies to refine
understanding of problems and opportunities
and to improve results.
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The Administration also identified 14 Federal
Cross-Agency Priority (CAP) Goals to help deliv-
er on the President’s commitment to strengthen
future economic growth and job creation. CAP
Goals have been set for: exports; entrepreneur-
ship and small businesses; STEM education;
broadband infrastructure; energy efficiency; job
training; and transitioning returning veterans
to civilian jobs. CAP Goals have also been set to
improve sustainability, cybersecurity, and other
aspects of Federal Government operations.

Communicate Performance. To support
transparency, accountability, learning, and in-
ter-agency coordination, the Administration es-
tablished Performance.gov. This website makes
it easier for the public to see what the Federal
Government is trying to accomplish, why, how,
and how well. It also serves as a tool to keep
agency executives and Priority Goal leaders fo-
cused on finding better ways to accomplish their
objectives. It supports collaboration on shared
goals, facilitates learning across agencies and de-
livery partners, and invites public suggestions for
performance improvement.

HARNESSING INFORMATION TECHNOLOGY TO DO MORE WITH LESS

The American people expect the Government
to use information technology (IT) to provide the
same level of service they experience in their ev-
eryday lives. As part of the President’s Campaign
to Cut Waste the Administration is transforming
how the Government uses IT to improve produc-
tivity, lower the cost of operations, and streamline
service delivery, all while bolstering cybersecurity.

The Administration has also focused on a cut
and reinvest strategy for IT that acknowledges
the need to cut waste and keep costs down, while
at the same time encouraging investment in in-
novative and higher value technologies that can
help us build a more efficient and citizen-friendly
Government. By requiring Federal agencies to
identify specific IT programs they would elimi-
nate or pare back before proposing new ones, the
Administration is accelerating the adoption of
newer, more effective technologies, while forcing
tough decisions on the ones that have outlived
their usefulness.

Launch New Digital Government Strat-
egy. New expectations require the Federal
Government to be ready to deliver and receive
digital information and services anytime, any-
where, and on any device. It must do so safely,
securely, and with fewer resources. To build for
the future, the Administration has launched a
comprehensive Digital Government Strategy
that embraces the opportunity to innovate more

with fewer resources, and enables entrepreneurs
to better leverage Government data to improve
the quality of services. These imperatives are not
new, but modern tools and technologies enable us
to seize the opportunity to fundamentally change
how the Federal Government serves both its in-
ternal and external customers—by building a 215
Century platform to better serve the public.

Use PortfolioStat to Target Duplicative
and Low-Value IT Spending. Building on the
success of the Administration’s TechStat sessions,
which focus on identifying and solving prob-
lems in specific IT projects, in 2012 the Admin-
istration launched PortfolioStat, a new tool for
agencies to assess the current maturity of their
entire IT portfolio, enabling them to identify and
eliminate duplicative or low value technology in-
vestments, and adopt intra- and inter-agency IT
shared services, where applicable. Through the
first year of the PortfolioStat initiative, agency
Chief Operating Officers have set targets to re-
duce commodity IT spending through 98 consoli-
dation opportunities, targeting over $1 billion in
spending reductions in 2014.

Expand BusinessUSA. In October 2011,
the President issued a challenge to Government
agencies to think beyond their organizational
boundaries in the best interest of serving Amer-
ica’s business community, and to start thinking
and acting more like the businesses they serve.
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He directed the creation of BusinessUSA.gov, a
centralized, one-stop platform to make it easier
for businesses to access services to help them
grow and hire. BusinessUSA implements a “no
wrong door” approach for small businesses and
exporters by using technology to quickly con-
nect businesses to the services and information

relevant to them, regardless of where the infor-
mation is located or which agency’s website, call
center, or office they go to for help. In 2014, all
Federal agencies with business-facing capa-
bilities will be participating in integrating and
expanding BusinessUSA’s capabilities.
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Funding Highlights:

to the 2012 enacted level.

e Provides $22.6 billion in discretionary funding for the Department of Agriculture, roughly equal

e Reduces the deficit by $37.8 billion over 10 years by eliminating direct farm payments,
decreasing crop insurance subsidies, and targeting conservation programs.

Supports evidence-based decision-making by aligning program funding with performance
measures through the creation of a new rural development grant program, targeting forestry
grants and establishing a Chief Evaluation Officer within the Department.

Invests $4 billion in renewable and clean energy and environmental improvements to make
America more energy independent, and drive global competitiveness in the renewable energy
sector.

Increases funding for the Agriculture and Food Research Initiative to $383 million and targets
areas that are key to American scientific leadership: human nutrition and obesity, food safety,
bioenergy, sustainable agriculture, and climate change.

Provides $7.1 billion for the Special Supplemental Nutrition Program for Women, Infants, and
Children to help ensure good birth outcomes, growth and development for low-income and
nutritionally at-risk pregnant and post-partum women, infants, and children up to age five.

Targets housing and water treatment assistance primarily through lending that has a lower

cost to the Government.

* Leverages resources and works with Federal, State, and tribal partners to accelerate
voluntary adoption of conservation practices to improve water quality.

The U.S. Department of Agriculture (USDA)
provides leadership on issues related to food, ag-
riculture, and natural resources, including ener-
gy, based on sound public policy, the best available
science, and efficient management. USDA works
to expand economic opportunity through the de-
velopment of innovative practices and research

and provides financing needed to help expand
job prospects and improve housing, utilities, and
community infrastructure in rural America. The
Department also works to promote sustainable
agricultural production to protect the long-term
availability of food. USDA programs safeguard
and protect America’s food supply by reducing
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the incidence of food-borne hazards from farm to
table. USDA also improves nutrition and health
through food assistance and nutrition educa-
tion. USDA supports agricultural and economic
development in developing countries through re-
search and technical assistance to combat chronic
hunger and achieve global food security. Finally,
USDA manages and protects America’s public
and private lands by working cooperatively with
other levels of government and the private sec-
tor to preserve and conserve the Nation’s natural
resources through restored forests, improved wa-
tersheds, and healthy private working lands.

The 2014 Budget provides $22.6 billion in
discretionary funding to support this important
mission, roughly equal to the 2012 enacted level.
While investments are made in renewable energy,
rural development, and key research areas, the
Budget makes tough choices to meet the current
discretionary caps. Deficit reduction savings are
achieved by eliminating direct farm payments,
decreasing crop insurance subsidies, and better
targeting conservation funding.

Supports Evidence-Based Decision-
Making

Encourages Job Creation in Rural Com-
munities. The Budget proposes $55 million for
a new economic development grant program de-
signed to target small and emerging private busi-
nesses and cooperatives in rural areas. The pro-
gram will be designed to utilize evidence on what
works best to create jobs and foster growth. This
new program will award funding to grantees that
agree to be tracked against performance targets
and will improve upon the agency’s current grant
allocation and evaluation process. In addition,
funding is also requested for food hubs that are
designed to strengthen the link between rural
producers and regional food systems.

Evaluates Business Technical Assistance.
In 2014, USDA, along with the Department
of Commerce and the Small Business
Administration, will continue to participate in
an interagency group designed to evaluate the

impact of Federal business technical assistance
programs. USDA will look at the Rural Business-
Cooperative Service business programs with the
goal of developing a standard methodology for
measuring the impact of technical assistance
programs across the Federal Government.

Strengthens Targeting of State Forestry
Resource Grants and Public Land Restor-
ation Funds. The Budget strengthens resource
management on non-Federal lands by incorporat-
ing better data on grantee accomplishments and
natural resource outcomes to help guide future
Federal investment in State forestry grants. This
approach advances the recent shift toward cross-
program and competitive-based grant allocations
already underway by institutionalizing better
data collection and rewarding innovative projects
that increase natural resource outcomes, includ-
ing benefits to water quality from improved forest
stewardship and innovative uses of urban forest-
ry in emerging green infrastructure approaches.
It also supports Integrated Resource Restoration
pilots on Federal land that improve agency ef-
ficiency and forest restoration outcomes by en-
abling cross-disciplinary planning and execution.

Establishes a Chief Evaluation Officer.
To support evidence-based policy-making, the
Budget provides support for the establishment of
a Chief Evaluation Officer within USDA to work
closely with program offices and agencies to de-
velop and implement evaluation agendas and
priorities set by policy officials.

Fosters Innovation and Job Growth

Promotes Development of Rural Renew-
able Energy. The Budget proposes $4 billion in
loans to rural electric cooperatives and utilities
that will support the transition to clean-energy
generation. Specifically, this funding will be tar-
geted to decrease America’s reliance on fossil fu-
els and promote renewable and clean energy at
electric generation, transmission, and distribu-
tion sites in rural communities. In addition, the
Budget proposes a program level of $238 million
for the Rural Energy for America Program to as-
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sist agricultural producers and rural small busi-
nesses in developing renewable energy systems,
energy efficiency improvements, and renewable
energy development.

Spurs American Innovation by Advancing
Priority Research. USDA research has played
a key role in spurring innovation and advancing
technology that has allowed American agricul-
ture to experience increases in efficiency, sustain-
ability, and profitability. At the same time, the
Administration recognizes that continued fiscal
constraint requires trade-offs to focus resourc-
es on the most important priorities. Therefore,
the Budget proposes $383 million—a $119 mil-
lion increase above the 2012 enacted level—for
competitive research grants made through the
Agriculture and Food Research Initiative. The
Budget also increases in-house research in se-
lect areas such as crop protection, sustainable
agriculture, climate change, childhood obesity,
and food safety by $148 million; which includes
a reallocation of $125 million from lower prior-
ity projects. The Budget also continues funding
for the Census of Agriculture. The Budget pro-
vides $155 million for design and construction
of a new Athens, Georgia poultry lab, the high-
est USDA laboratory construction priority. The
Southeast Poultry Research Laboratory, which it
will replace, is the Department’s only laboratory
specially designed to conduct research on highly
infectious diseases of poultry.

Conserves Landscapes. For the first time
ever, the Budget proposes mandatory funding
for Land and Water Conservation Fund (LWCF)
programs in the Departments of the Interior and
Agriculture. These funds will assist in conserv-
ing lands for national parks, refuges, and forests,
including collaborative projects for Interior and
the U.S. Forest Service to jointly and strategically
conserve the most critical landscapes while im-
proving management efficiency. They will also
support the President’s America’s Great Outdoors
Initiative to promote job creation and economic
growth by strengthening the Nation’s natural in-
frastructure for outdoor recreation.

Prevents Hunger and Supports Healthy
Eating

Prevents Hunger. At a time of continued
need, the Administration strongly supports the
Supplemental Nutrition Assistance Program
(SNAP) and the Child Nutrition Programs, which
help families improve their nutrition and reduce
hunger. SNAP is the cornerstone of the Nation’s
nutrition assistance safety net, touching the
lives of more than 47 million people. The Budget
provides $7.6 billion for discretionary nutrition
programs, including $7.1 billion to support the
8.9 million individuals expected to participate
in the Special Supplemental Nutrition Program
for Women, Infants, and Children (WIC), which
is critical to the health of pregnant women, new
mothers, infants, and young children. The Budget
also provides resources for program integrity and
reproposes the continuation of certain temporary
SNAP benefits.

Supports Healthy Eating. The Budget
supports the implementation of the Healthy,
Hunger-Free Kids Act of 2010 with $35 million
in school equipment grants to aid in the provision
of healthy meals and continued support for other
school-based resources.

Makes Tough Choices and Targets
Reductions

Reduces Direct Housing Loans in Favor of
Guarantees. The Budget proposes a significant
reduction for the direct single family housing loan
program, providing a $360 million loan level for
2014 compared to the $900 million 2012 enacted
level. A lower direct loan level is sustainable, and
is expected to increase demand on the guarantee
loans to the point where USDA obligates the full
$24 billion proposed for 2014. This funding fa-
vors providing single family housing assistance
primarily through loan guarantees. Interest
rates are at their lowest level in decades, which
allows the Government to support loans through
the private credit market with a robust guaran-
teed single family housing loan level of $24 bil-
lion. In addition, improvements and innovations
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in the banking industry and the pervasiveness of
lending through the Internet have reduced signif-
icantly the “pockets of need” for credit that once
existed in rural America. Relying more on the
private banking industry to provide this service,
with a guarantee from the Federal Government,
is a more cost-efficient way to deliver housing
assistance.

Reduces Water and Wastewater Grants.
Consistent loan performance and low interest
rates have made USDA’s rural water and waste-
water direct loans less expensive to administer
and allows the Budget to propose $1.2 billion in
loan level from the $794 million level enacted in
2012. Higher loan levels at lower interest rates
means that less grant funding is needed to fund
each facility. Therefore, grants are funded at
$304 million compared to $433 million in 2012.
The combined grant-loan nature of the program
ensures that rural communities will continue to
receive an overall increase in program level assis-
tance of $278 million in 2014 for their water and
wastewater facility needs.

Government Crop Insurance Subsidies

In billions of dollars

amount since 1973. With the value of both crop
and livestock production at all-time highs, income
support payments based upon historical levels of
production can no longer be justified. The Budget,
therefore, proposes to eliminate so-called “direct
payments,” while providing mandatory disaster
assistance to producers to protect them from loss-
es. The Budget also proposes to reduce subsidies
for crop insurance and to better target conserva-
tion programs. As the chart indicates, crop insur-
ance subsidies have risen dramatically in recent
years. In total, these proposals will reduce the
deficit by $37.8 billion over 10 years.

Improves the Way Federal Dollars are
Spent

Protects Communities and Ecosystems
from Wildfire Damage. The Budget continues
the long-standing practice of fully funding the
10-year average cost of wildland fire suppression
operations. It provides an increase of $74 million
from the 2012 enacted level for new air tankers
and continues to support a modernized
aerial retardant delivery capability. In
addition, the Budget supports efforts to
improve landscape health and wildfire
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resilience and expand cooperative efforts
through the Collaborative Forest Land
Restoration program, and proposes a new
program to improve public-private part-
nerships in fire-prone areas to address
fire-related risks to municipal watersheds
and other public service utilities.

Continues Interagency Collaboration
to Improve Water Quality. The United
States has made great strides in improv-

ing water quality; however, “non-point”

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: USDA Risk Management Agency.

Reforms Farm Programs. The farm sector
continues to be one of the strongest sectors of the
U.S. economy, with net farm income expected to
increase 13.6 percent to $128.2 billion in 2013,
which would be the highest inflation-adjusted

source pollution remains a significant eco-
nomic, environmental, and public health
challenge that requires policy attention
and thoughtful new approaches. Over the
past year, USDA, the Environmental Protection
Agency, and State water quality agencies col-
laborated to select over 150 priority watersheds,
where voluntary conservation programs could be
targeted to aid in reducing water impairments
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from non-point source pollution. The Budget
builds upon this collaboration by having agencies
work with other key Federal partners, agricultur-
al producer organizations, conservation districts,
States, Tribes, non-governmental organizations,

and other local leaders to implement a monitor-
ing framework and begin collecting baseline per-
formance data to demonstrate that this focused
and coordinated approach can achieve significant
improvements in water quality.
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Funding Highlights:

e Provides $8.6 billion for the Department of Commerce, an increase of $1 billion over the 2012
enacted level.

¢ Increases key investments in research and development to lay the foundation for economic
expansion and accelerates advances in manufacturing through targeted research, technical
assistance, and support for manufacturing consortia.

e Enhances the competitiveness of U.S. manufacturers by providing $1 billion in mandatory
funding to create a network of up to 15 manufacturing institutes across the Nation and creates
a $113 million Investing in Manufacturing Communities Fund to provide targeted financial
assistance for about five manufacturing communities that have developed comprehensive
strategies to strengthen their manufacturing potential.

e Provides $754 million for the National Institute of Standards and Technologies laboratories
to accelerate advances ranging from cybersecurity to advanced manufacturing, a $25 million
increase for the Hollings Manufacturing Extension Partnership to assist manufacturers in
adopting new technologies to improve their competitiveness, and $21 million for the Advanced
Manufacturing Technology Consortia to develop road maps that would address common
challenges faced by manufacturers.

e Supports continued development of BusinessUSA, a one-stop site for Federal information
useful to businesses, including export and business development assistance.

e Supports trade enforcement and promotion activities, invests in underserved markets and
regional economic development, and encourages greater investment in the United States
through targeted funding increases.

* Increases funding for the National Oceanic and Atmospheric Administration to strengthen
support for critical weather satellite programs, Earth observations, and the bureau’s other core
science and stewardship responsibilities.

e Advances the Administration’s efforts to make additional spectrum available for commercial
use and improve first responder communication capabilities.

e Continues to support the U.S. Patent and Trademark Office’s efforts to accelerate and improve
patent processing by providing full access to its fee collections.
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* Sustains funding for critical economic and demographic data collection and statistics
dissemination activities at the U.S. Census Bureau and the Bureau of Economic Analysis.

The Department of Commerce (Commerce) car-
ries out a wide range of missions, from environ-
mental science and stewardship, to statistical re-
search, to technology and innovation, to domestic
economic development and international trade.
Overall, Commerce plays a critical role in pro-
moting U.S. economic growth and providing vital
environmental information. In total, the Budget
provides Commerce with $8.6 billion to support
mission areas across its diverse bureaus. Key in-
vestments are made in areas such as export pro-
motion and enforcement activities, development
of weather satellites, and research and develop-
ment to support long-term economic growth. At
the same time, efficiency gains and reductions
in lower-priority activities enable Commerce to
achieve administrative savings.

Invests in America’s Long-Term Growth
and Competitiveness

Strengthens U.S. Manufacturing and In-
novation. The Budget includes $1 billion in
mandatory funding to establish a national net-
work of manufacturing innovation institutes that
will develop cutting-edge manufacturing tech-
nologies and capabilities to propel the competi-
tiveness of U.S. manufacturing. The Budget also
includes $113 million to create the Investing in
Manufacturing Communities Fund, which will be
invested in those regions that have created eco-
nomic development strategies that build on the
region’s comparative advantages and leverage
private-sector resources. These manufacturing
investments will fund capital projects such as
industrial parks and industry academic centers
to promote long-term economic growth in the
region in concert with other Federal economic
development programs.

The Budget maintains the President’s commit-
ment to increase funding for key basic research
agencies, including $754 million for National
Institute of Standards and Technology (NIST)
laboratories as part of the President’s Plan for
Science and Innovation, $131 million above the
2012 enacted level. This funding will accelerate
advances in a variety of important areas, rang-
ing from cybersecurity and smart manufacturing
to advanced communications and disaster re-
silience. The Budget provides a $25 million in-
crease over the 2012 enacted level for the Hollings
Manufacturing Extension Partnership to es-
tablish Manufacturing Technology Acceleration
Centers that would assist manufacturers in
adopting new technologies to improve their com-
petitiveness. The Budget also includes $21 mil-
lion for the Advanced Manufacturing Technology
Consortia program, a public-private partnership
that will support road maps and research to ad-
dress common manufacturing challenges faced
by American businesses.

Promotes American Exports and Investment
in the United States. The Budget proposes $520
million for the International Trade Administration
(ITA), a 14 percent increase over the 2012 enact-
ed level, to support the fifth year of the National
Export Initiative, a Government-wide strategy to
double U.S. exports and add two million export-
supported jobs by the end of 2014. Funding for
ITA includes $20 million for the Interagency
Trade Enforcement Center, an interagency effort
to address unfair trade practices and barriers,
and $20 million for SelectUSA, which promotes
investment in the United States. Other funds
support increased export promotion activities in
underserved markets around the world and ITA’s
role in the Administration’s BusinessUSA initia-
tive, a one-stop shop to connect businesses with
Federal Government resources more effectively
and efficiently.



THE BUDGET FOR FISCAL YEAR 2014

67

Enhances Export Control Enforcement.
The Budget includes $112 million for the Bureau
of Industry and Security to sustain export li-
censing and enforcement activities, as well as
to support the bureau’s ongoing work under the
Administration’s Export Control Reform (ECR)
initiative. The $11 million increase from the 2012
enacted level will support the bureau’s expanded
export licensing and export enforcement opera-
tions as controlled items shift from the State
Department to the Commerce Department’s ju-
risdiction. The Administration’s continued efforts
to implement the ECR initiative will advance our
national security and economic competitiveness
by better focusing U.S. controls on transactions to
destinations or end users of concern, while facili-
tating secure trade for controlled items with U.S.
allies and close partners.

Promotes Regional Economic Development.
The Budget includes $125 million for the Economic
Development Administration to support new
regional economic development initiatives. As
mentioned above, the Budget proposes to use
$113 million of these funds to support U.S. manu-
facturing with the Investing in Manufacturing
Communities Fund. The Budget also proposes
$12 million to promote regional export strate-
gies with the Regional Export Challenge. The
Regional Export Challenge, a competitive grant
program, will support those regions that develop
and implement sustainable export action plans to
proactively identify and support firms and sectors
with the greatest export potential.

Invests in Weather Forecasting Improvements.
The Budget provides robust support for the
National Weather Service, including increases
for weather research, weather modeling, and
supercomputing capacity to accelerate advance-
ments in weather forecasting. The Budget also
provides $2 billion to continue the develop-
ment of the National Oceanic and Atmospheric
Administration’s (NOAA’s) polar-orbiting and
geostationary weather satellite systems, as well
as satellite-borne measurements of sea level and
potentially damaging solar storms. These sat-
ellites are critical to NOAA’s ability to provide

accurate weather forecasts and warnings that
help to protect lives and property.

Strengthens Ocean and Coastal Science
and Stewardship. The Budget includes signifi-
cant investments in NOAA’s ocean and coastal re-
search and observing programs, while increasing
support for habitat and species conservation ac-
tivities that are essential to restoring and main-
taining healthy, sustainable fisheries. Increased
funding for NOAA’s research and development
and Earth Observations activities will enhance
the agency’s ability to detect, understand, and
forecast global and ecosystem-scale changes
and provide sound, science-based information
to support decision making and help communi-
ties prepare for the consequences of a changing
climate. The Budget also supports investments
that promote well-coordinated ocean and coastal
science and management activities.

Builds on Efforts to Make Additional
Spectrum Available and Improve Emergency
Communications. @ The Middle Class Tax
Relief and Job Creation Act of 2012 enacted
Administration proposals to promote greater
wireless broadband deployment by auctioning
spectrum and then investing over $7 billion of
these proceeds in building a nationwide broad-
band network for first responders. In total, these
actions are expected to contribute nearly $17 bil-
lion to deficit reduction over the next 10 years.
The Budget builds on this effort by proposing to
authorize use of a spectrum license user fee for
licenses not allocated via auctions, to promote ef-
ficient utilization of spectrum. This fee will raise
nearly $5 billion over the next 10 years. In ad-
dition, the Budget invests $8 million to monitor
spectrum use by Federal agencies in high-priority
markets to identify opportunities for repurposing
spectrum through auctions.

Sustains Economic Data and Statistics
Programs. The Budget provides $1.1 billion for
the Census Bureau and the Bureau of Economic
Analysis (BEA) to collect economic and demo-
graphic data from businesses and households
and to produce critical economic statistics. These
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economic statistics, including gross domestic
product, are monitored and used by fiscal and
monetary policymakers and businesses in the
United States and throughout the world. The
Budget includes funding for the last year of the
three-year research and testing phase for the
2020 Decennial Census and a BEA initiative that
would provide new measures of foreign direct
investment and service exports.

Supports Evidence-Based Decision-
Making and Achieves Efficiencies

Enhances Evaluation of Technical Assistance
Programs. In 2014, Commerce, along with
the Small Business Administration and the
Department of Agriculture, will continue to par-
ticipate in an interagency group designed to
evaluate the impact of Federal business technical
assistance programs. Commerce will look at pro-
grams such as ITA’s Foreign Commercial Service,
with the goal of developing a standard method-
ology for measuring the impact of this type of
technical assistance program across the Federal
Government. Also, in response to a Presidential

Memorandum on Accelerating Technology
Transfer and Commercialization, NIST is
improving and expanding technology transfer
metrics and goals to measure the extent that
NIST research and development is contributing
to the competitiveness of U.S. industry.

Realizes Savings and Efficiencies. The
Budget achieves savings of approximately $30
million in 2014 weather satellite development
costs, with the potential for more savings over the
life-cycle of these programs through reductions
to overhead and savings in program content.
Additionally, the Administration is taking specif-
ic actions to strengthen management of weather
satellites, including enhancing satellite systems
engineering expertise at NOAA and increasing
oversight of these programs. Also, the Budget
supports the Administration’s Government-
wide efforts to consolidate funding for several
science, technology, engineering, and mathemat-
ics (STEM) programs into the Department of
Education and the National Science Foundation,
in order to support robust and visible initiatives
in K-12 instruction, undergraduate education,
and other educational programming.
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Funding Highlights:

Provides $526.6 billion in discretionary funding for the base budget of the Department of
Defense, a decrease of $3.9 billion, or 0.7 percent, below the 2012 enacted level. This level
provides sufficient resources to carry out our national defense strategy.

Responsibly draws down our military presence in Afghanistan and supports the transition to
full Afghan responsibility for their country’s own security.

Following the President’s National Security Strategy, makes informed choices to achieve a
modern, ready, and balanced force to meet the full range of potential military requirements.

Supports the Administration’s efforts to rebalance diplomatic and military resources to the
Asia-Pacific region.

Invests in the Nation’s cybersecurity capabilities by expanding the Cyber Forces led by the
United States Cyber Command and increasing funding for cybersecurity information sharing.

Protects investments in long-term capabilities that support our defense strategy, such as the
F-35 Lightning Il (the Joint Strike Fighter), the Air Force’s KC-46 aerial refueling tanker, littoral
combat ships, space systems, and transport helicopters.

Prioritizes upgrades to existing systems such as the C-130 airlift aircraft, the F-15 fighter
aircraft, and the Stryker combat vehicle, to enhance their capability to meet emerging threats.

Supports the Administration’s efforts to reform the Department’s acquisition process and to
achieve auditable financial statements.

Enhances the Administration’s commitment to maintaining a reliable nuclear deterrent by
increasing investments in the nuclear weapons complex and weapon delivery systems.

Sustains investment in science and technology programs, which drives innovation in the
Nation’s military, and, through the transfer of this technology, feeds innovation in the civilian
economy.

Provides a one percent military pay raise and protects military pay and benefits. Preserves
counseling and educational programs that support servicemembers and their families.

69




70

DEPARTMENT OF DEFENSE

* Takes steps to control rising health care costs without sacrificing quality of care and seeks to
improve key needs such as mental health services for servicemembers and their families.

e Enables servicemembers to transition more smoothly and effectively to their lives as civilians
and veterans through revamped transition assistance programs that provide information and
resources, focusing on servicemembers’ individual career goals.

The 2014 Budget provides $526.6 billion for the
Department of Defense’s (DOD’s) base funding in
2014, representing a decrease of $3.9 billion, or
0.7 percent, below the 2012 enacted level. The
Budget continues to pursue strategic priorities
that reflect our Nation’s renewed commitment to
our historical role in the Asia-Pacific region. It
also targets resources toward other strategic pri-
orities such as increasing our ability to effectively
navigate the security challenges and opportuni-
ties of cyberspace, continuing to focus funding on
research and development, and combatting ter-
rorism. The Budget maintains our commitment
to providing servicemembers with the right mix
of equipment, infrastructure, and training. It
sustains our commitment to the All-Volunteer
Force—the backbone of our modern military—and
seeks to better support our servicemembers and
their families in particular, by helping separat-
ing servicemembers transition more effectively to
civilian life. It also continues to support DOD’s
efforts to reform the acquisition process and to
achieve auditable financial statements.

Supports Overseas Contingency
Operations

The Budget’s Overseas Contingency Oper-
ations (OCO) funds will continue to support
the incremental costs of military operations in
Afghanistan, as well as other activities that pri-
marily support Operation Enduring Freedom
(OEF). Looking forward to the responsible end of
the war in Afghanistan, U.S. forces will gradually
draw down and complete the transition to full
Afghan responsibility for their country’s security
by the end of December 2014. OCO funds will
support military operations, incremental person-
nel costs, force protection, repair and replacement

of damaged equipment, activities to counter and
defeat improvised explosive devices, intelligence
activities, support for coalition partners, and the
training, equipping, and sustaining of the Afghan
National Security Forces. Beyond Afghanistan
and OEF, small amounts of funding will continue
to support Iraq-related costs, including repair and
replacement of equipment and munitions dam-
aged or lost in the war and the operation of the
Office of Security Cooperation-Iraq. OCO funds
will also continue to fund the portion of tempo-
rary Army and Marine Corps end strength that
supports current operations in Afghanistan and
elsewhere, but that will not be required under the
Nation’s defense strategy.

Final decisions about the pace of the drawdown
in Afghanistan have not yet been made. As a re-
sult, the Budget includes a placeholder for DOD’s
2014 OCO funding, equivalent to the amount
provided in the President’s 2013 Budget. The
Administration continues to propose a multiyear
cap that limits Government-wide OCO funding
to $450 billion over the 2013 to 2021 period, in-
cluding $96.7 billion for OCO-funded activities in
2013. The Administration will submit a Budget
amendment to the Congress updating the OCO
request after a determination has been made on
required force levels in Afghanistan.

Aligns Resources with Strategic
Priorities

Rebalances Asia-Pacific Alliances.
The United States and its interests are inextri-
cably linked with Asia’s economies and securi-
ty. After more than a decade of war in Iraq and
Afghanistan, DOD and other agencies are devot-
ing greater energy and resources to revitalizing
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U.S. alliances and economic ties across the Asia-
Pacific region. DOD’s overarching objective in the
region is to sustain a stable security environment
and a regional order rooted in economic open-
ness, peaceful resolution of disputes, democratic
governance, and political freedom.

The Budget funds critical investments in the
region that further this objective. It provides $95
million for Guam military infrastructure to bolster
Guam’s position as a strategic hub in the western
Pacific while taking important steps toward es-
tablishing fully capable Marine Air-Ground Task
Forces in Japan, Guam, and Hawaii with the in-
tent to rotate forces to Australia. It also provides
resources to support up to four Littoral Combat
Ships that would maintain a rotational presence
in Singapore to improve the ability to counter a
range of transnational threats in the region. In
addition, the Budget supports increased military-
to-military cooperation and training, which will
help build the capacity of allies and partners to
address security challenges. These and other in-
vestments, along with increased engagement with
the region, are critical to the Government-wide
effort to promote regional security and ensure the
free flow of commerce and trade throughout the
region.

Improves Cyberspace Operations and
Cybersecurity Information Sharing. Cyber
attacks targeting the financial industry and the
Government demonstrate that no sector, network,
or system is immune from cyber penetration by
those who seek to make financial gain, to perpe-
trate malicious and disruptive activity, or to steal
commercial or Government secrets and property.
Cyber threats are constantly evolving and require
a coordinated and comprehensive way of thinking
about cyberspace activities. The Budget includes
improvements to cyberspace activities, such as:

e Cyber Forces Led by the US. Cyber Com-
mand. Cyber investments will grow in re-
sponse to emerging threats in cyberspace.
Teams of cyber experts—including defensive,
intelligence, and analytical—will defend the
Nation, as well as DOD infrastructure, by

conducting reconnaissance, surveillance,
development, maintenance, and analysis.

e Cybersecurity Information Sharing. The
Comprehensive National Cybersecurity
Initiative Five (CNCI-5) seeks to connect
cybersecurity centers and other cybersecu-
rity analytics electronically and in real time.
The Budget provides an increase in funding
for CNCI-5 to develop a comprehensive co-
ordinated cybersecurity information sharing
system that will serve as the foundation for
cybersecurity information sharing require-
ments across the Government. This sys-
tem will also develop and publish machine-
readable interoperable technical standards
that will allow for automated information
sharing. The goal is for relevant pieces of
information to make their way to authorized
users throughout the Government, to help
connect the dots in identifying cybersecurity
threats.

Counters Terrorism. Protecting the United
States from terrorism remains a national security
priority. The United States and its allies have had
many successes against terrorist groups, but the
priority of fighting terrorism remains, even as the
specific threats have changed. The Budget con-
tinues to prioritize this mission by funding invest-
ments that are consistent with the four principles
of the National Strategy for Counterterrorism,
including: combatting terrorism in ways that are
consistent with core U.S. values; building the ca-
pacity of our partners to fight terrorism; develop-
ing systems and capabilities to defend American
citizens and deny terrorists safe havens; and pre-
venting terrorists from developing, acquiring, or
using weapons of mass destruction.

Invests in Current and Future
Capabilities

Funds Military Readiness and Training.
The budget environment is challenging both
because of fiscal considerations and because
we are beginning the difficult process of reset-
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ting and restoring our force’s ability to conduct
the full range of military operations in support
of the current defense strategy. The Budget
meets these transitional challenges even as the
force structure and future funding levels are re-
duced. Training and readiness are the founda-
tion of ensuring a capable military that provides
the President with a range of options to deter or
defeat aggression or coercion against the United
States and its allies, friends, and interests. The
Budget provides $176.2 billion for the opera-
tions, training, and supporting activities troops
need to defeat current and future threats. The
Budget also requests authorization for another
Base Realignment and Closure round in 2015 to
close or realign excess infrastructure and avoid
wasting limited resources maintaining unneeded
facilities. The actual closing of any bases would
involve a multiyear process that would not start
until 2016, after the economy is projected to have
more fully recovered.

Provides Needed Weapons Systems for
the Challenges of Today and Tomorrow. The
Administration is committed to providing service-
members with the modern equipment they need
to defend the Nation. To this end, the Budget pro-
vides $166.8 billion to develop and buy weapons
systems that can meet emerging threats and that
support our defense strategy. For example, the
Budget includes $8.4 billion to continue the F-35
Lightning II (Joint Strike Fighter) aircraft pro-
gram, which is designed to counter threats posed
by a sophisticated adversary, and $5.4 billion for
the VIRGINIA class submarine to provide asym-
metric capabilities, such as improving the Navy’s
ability to operate in coastal waters and support
special operations forces, that are appropriate to
our defense strategy. In addition, the Budget pro-
poses $653 million to strengthen the Nation’s se-
cure communication links in space by procuring
additional Advanced Extremely High Frequency
satellites.

While the Administration is committed to con-
tinuing its investment in new weapons systems
needed to ensure that America’s military remains
the finest in the world, it is also focused on miti-
gating the adverse impact of budget constraints

on the modernization effort whenever possible by
continuing to maintain and upgrade proven ex-
isting systems. For example, DOD will continue
to use the highly-capable C-130 airlift aircraft
rather than procure a new airlifter such as the
C-27. In addition, although DOD will also contin-
ue to use new Global Hawk Block 30 Unmanned
Aerial Vehicles that have already been procured,
as well as the proven U-2 reconnaissance aircraft
for the critical task of providing intelligence to
our troops, it will terminate further procurement
of Block 30 Global Hawks. DOD will also retain
proven systems such as the F-15 and F-16 fighter
aircraft and the B-2 bomber, upgrading them as
necessary to enhance their effectiveness, and will
field double-v hulls on the Army’s Stryker combat
vehicles and upgrade the suspension and drive
train of Paladin self-propelled howitzers, to im-
prove troop protection, survivability, and mobility.

Modernizes the Nation’s Nuclear Deter-
rent. The Administration remains committed to
reducing the number and role of nuclear weapons
in support of our national security strategy, to
modernizing the Nation’s nuclear weapons com-
plex, and to supporting the goals of the Nuclear
Posture Review as the United States and Russia
implement the New Strategic Arms Reduction
Treaty (New START). The Budget proposes $12
billion for strategic offensive forces, $600 million
or five percent, less than the 2012 enacted level,
the principal reason for the decrease was the two-
year slip in the funding profile for the OHIO Class
replacement. To ensure that the strategic bomb-
er fleet will be able to conduct future missions,
DOD is continuing to develop a new long-range
bomber.

DOD continues to review possible reductions
in delivery systems to ensure that the New
START thresholds are met on schedule. Close
cooperation between DOD and the National
Nuclear Security Administration (NNSA) at the
Department of Energy has resulted in modified
weapons system requirements that focus on the
highest-priority capabilities. DOD and NNSA
continue to ensure that plutonium component
production and research capabilities are main-
tained at required levels, and have increased re-
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sources for several programs to extend the ser-
vice lives of nuclear weapons, as well as for one
ongoing major capital asset project, the Uranium
Processing Facility. Reflecting their close part-
nership and shared commitment, DOD continues
to provide budgetary support to NNSA.

Funds Research and Development for the
Military of the Future. The Administration
continues to support strong investment in re-
search and development (R&D) for national se-
curity. The Budget provides $67.5 billion for
DOD research, development, test and evaluation
activities. This funding supports DOD efforts to:
evaluate new tactical vehicles; continue to devel-
op the Air Force KC-46 aerial refueling tanker;
continue to design the OHIO class ballistic mis-
sile submarine replacement; and advance other
critical technologies. This research funding also
capitalizes on DOD’s important role in advanced
manufacturing and the development of other for-
ward-looking capabilities, including hypersonics.

The Budget also invests in early-stage sci-
ence and technology (S&T) programs to support
the warfighter. The Administration continues to
encourage a strong national investment in R&D,
and the Department’s R&D activities, especially
investments in DOD’s S&T program, are a key
component of this Government-wide effort. The
Budget includes $12 billion for the S&T pro-
gram. This funding supports basic research, ap-
plied research and advanced technology develop-
ment. The Budget also provides $2.9 billion for
the Defense Advanced Research Projects Agency
and its breakthrough research, an increase of 1.8
percent above the 2012 enacted level.

Conserves Energy. As one of the largest or-
ganizations in the world, DOD consumes almost
three-fourths of all energy used by the Federal
Government. Consuming that much energy—
whether fuel for planes, ships, and tanks, or elec-
tricity for bases, commissaries, and schools—has
budgetary and strategic impacts. To mitigate
those impacts, DOD seeks to be more deliber-
ate about how it uses energy, in line with the
Administration’s overall approach to energy ef-
ficiency, such as by improving the fuel efficiency

of existing equipment, developing and fielding in-
novative energy technologies, expanding renew-
able energy sources, and improving the energy
efficiency of buildings. The Budget provides $2
billion for initiatives to reduce fuel consumption,
and provides $1.2 billion for initiatives to reduce
facility energy consumption, including funds to
retrofit existing buildings, meet higher energy ef-
ficiency standards for new buildings, and develop
renewable energy projects. The Budget also in-
cludes $150 million for the Energy Conservation
Investment Program, which improves the en-
ergy efficiency of DOD facilities worldwide, and
provides $32 million for the Installation Energy
Test Bed Program to demonstrate new ener-
gy technologies to reduce risk, overcome bar-
riers to deployment, and facilitate wide-scale
commercialization.

Reforms Acquisition Process. The Better
Buying Power (BBP) initiative further imple-
ments DOD’s best practices to strengthen buying
power, improve industry productivity, and pro-
vide an affordable, value-added military capa-
bility to the warfighter. Launched in 2010, BBP
encompasses a set of fundamental acquisition
principles to achieve greater efficiencies through
affordability, cost control, elimination of unpro-
ductive processes and bureaucracy, and promo-
tion of competition. Today’s constrained funding
environment makes it even more important that
DOD find effective means to increase its purchas-
ing power for goods and services. New BBP ini-
tiatives address current fiscal realities, including
enforcing affordability caps, measuring cost per-
formance, and aligning contractor profitability
with acquisition goals. DOD has instituted best
practices, including applying lessons learned, ex-
panding strategic sourcing, establishing acquisi-
tion professional reviews, and instituting peer
reviews to ensure effective competition.

Strengthens the All-Volunteer Force

Supports Servicemembers and Their
Families. The Administration places a strong
focus on military family programs, sustaining
funding at $8.5 billion to ensure consistent and
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effective services across military installations.
DOD provides a broad spectrum of programs and
services for servicemembers and military families
including: mental health and counseling services;
deployment assistance; child care and youth pro-
grams; morale, welfare, and recreation programs;
commissaries; DOD-run schools for military de-
pendents; military spouse employment programs;
and many other services. DOD is working to im-
prove its support to the All-Volunteer Force by
identifying and discontinuing redundant or less
effective military family programs, while increas-
ing support for programs that are proven to serve
military families well.

For calendar year 2014, consistent with the
views of the uniformed military leadership, the
Budget provides a 1.0 percent increase to basic
pay, a 4.2 percent increase in the Basic Allowance
for Housing, and a 3.4 percent increase in Basic
Allowance for Subsistence. This compensation
level recognizes the sacrifices made by the men
and women in our Armed Forces, while adhering
to the current budget constraints faced by DOD.

Promotes Health of Servicemembers and
Their Families. To provide quality health care
for the Nation’s 9.6 million eligible military bene-
ficiaries, the Budget provides $49.4 billion for the
DOD Unified Medical Budget that supports the
DOD Military Health System. The Budget sus-
tains strong programs that support wounded, ill,
and injured servicemembers and their families,
and which help servicemembers transition into
civilian life and the workforce. In particular, DOD
is improving its support for servicemember men-
tal and emotional health by increasing collabora-
tion among suicide prevention programs, working
to eliminate the stigma associated with accessing
mental health services, and improving the effec-
tiveness of DOD programs. To this end, DOD has
started assessing the effectiveness of over 160
DOD psychological health programs and will re-
align resources by the end of 2014 to support the
most effective programs and replace those that
are less effective. DOD will sustain funding to
improve electronic health record access.

DOD continues to seek efficiencies and cost
savings within the Military Health System. The
Budget supports adjusted TRICARE cost shar-
ing requirements to address health care cost in-
creases and make the health benefit more sus-
tainable. Survivors of members who died while
on active duty and disability retirees and their
family members will be exempt from the fee and
copay adjustments. DOD and the Department
of Veterans Affairs will jointly work on a study
to identify best practices and efficiencies within
their healthcare systems.

Helps Servicemembers Transition to
Civilian Life and Jobs. In the past year and
a half, the Administration has worked to make
the transition from military to civilian life easier.
DOD, along with several other Federal agencies,
has focused on creating a “career-ready” military
and on increasing veteran employment. The
Budget supports the first major redesign of the
interagency Transition Assistance Program in
over 20 years, which will provide more informa-
tion and better resources to servicemembers as
they begin to navigate civilian life. A new pro-
gram, entitled Transition GPS (Goals, Plans,
Success), will help servicemembers prepare for
civilian life by providing pre-separation assess-
ment and individual counseling, a five-day core
curriculum, an additional curriculum tailored to
the servicemembers’ individual career goals, and
a capstone event to verify that transitioning ser-
vicemembers have met certain standards that
show they are ready for their civilian careers.
DOD is also working to streamline civilian cre-
dentialing for servicemembers and veterans, so
that they can better communicate to civilian em-
ployers the valuable skills they learned in service
to the Nation. For example, the first action of the
Military Credentialing and Licensing Task Force,
working with manufacturing credentialing agen-
cies, has enabled up to 126,000 servicemembers
to gain industry-recognized, nationally-portable
certifications for high-demand manufacturing
jobs.



NATIONAL INTELLIGENCE PROGRAM

Funding Highlights:

Provides $48.2 billion in discretionary base funding for the National Intelligence Program.
This funding supports our national security goals and reflects a deliberative process to focus
funding on the most critical capabilities.

Continues to better integrate intelligence across the Government to help policy officials make
decisions informed by the latest and most accurate intelligence available.

Strengthens global intelligence capabilities to disrupt terrorism and better understand
extremist threats.

Counters the proliferation of weapons of mass destruction by strengthening collection and
analysis capabilities.

Supports military operations around the world.

Enhances cyberspace capabilities to help protect Federal networks, critical infrastructure, and
America’s economy, while improving the security of intelligence networks against intrusion
and counterintelligence threats.

Modernizes the Intelligence Community’s information technology infrastructure to remove
barriers to collaboration, information sharing, and efficiency.

Reduces contractors and maintains Government personnel levels in order to sustain other
mission critical activities in a constrained fiscal environment.

Terminates or reduces lower priority programs to enable investments in the most critical
National Intelligence Program capabilities.

The National Intelligence Program (NIP)
funds Intelligence Community (IC) activi-
ties in six Federal departments, the Central
Intelligence Agency, and the Office of the
Director of National Intelligence. The IC

provides intelligence collection, the analysis
of that intelligence, and the responsive dis-
semination of intelligence to those who need
it—including the President, the heads of
Executive Departments, military forces, and

75



76

NATIONAL INTELLIGENCE PROGRAM

law enforcement agencies. The 2014 President’s
Budget advances the Administration’s national
security objectives and the National Intelligence
Strategy and plays a critical role in protecting
American citizens, safeguarding our economy,
and fostering continued economic growth. In ad-
dition, it represents a focused effort to address
the most critical requirements while accepting
and managing risk within a constrained fiscal en-
vironment. The Budget strikes a careful balance
between addressing critical national security re-
quirements and providing responsible manage-
ment of taxpayer resources. Savings are achieved
by curtailing personnel growth, eliminating
legacy capabilities, scaling back operations on
lower priority missions, reducing facilities, and
implementing new solutions for the delivery of
information technology services, as appropriate.
Reflecting the Administration’s commitment to
transparency and open government, the Budget
continues the practice begun in the 2012 Budget
of disclosing the President’s aggregate funding re-
quest for the NIP. However, the details regarding
the NIP budget remain classified, so the Budget
highlights key NIP-funded activities, but does not
publicly disclose detailed funding requests for in-
telligence activities.

Advances National Security Goals

Integrates Intelligence. The IC will con-
tinue to improve intelligence integration to more
efficiently and effectively harness the strengths
and capabilities that are spread across 17 organi-
zations. Through National Intelligence Managers
and their associated Unifying Intelligence
Strategies, the Director of National Intelligence
has drawn together the expertise required to
accomplish the goals of the National Security
Strategy and the National Intelligence Strategy,
as guided by the National Intelligence Priorities
Framework. The IC is working to ensure that in-
tegrated intelligence information flows anywhere
and anytime it is required by any authorized user,
from the President to our troops on the ground.

Strengthens Global Intelligence Capabilities
to Disrupt Terrorism and Counter Weapons of
Mass Destruction. The IC continues to make ro-
bust investments to combat terrorism and sup-
port the Administration’s National Strategy for
Counterterrorism. The IC will continue to lead
operations to defeat al Qaeda and other violent
extremists and disrupt their capabilities; prevent
the proliferation of weapons of mass destruction;
penetrate and analyze the most difficult targets
of interest to U.S. foreign policymakers; identify
and disrupt counterintelligence threats; and pro-
vide strategic warning to policymakers on issues
of geopolitical and economic concern. To protect
our national security, the IC will strengthen its
collection and analysis capabilities and promote
responsible intelligence collaboration and infor-
mation sharing. The Administration also remains
committed to measuring performance to evaluate
progress, ensure key intelligence gaps are closed,
and create accountability for results across the
entire NIP.

Supports the Military Services. The Budget
supports the ability of the IC to play a key role in
informing military decision-makers at the stra-
tegic level, as well as those on the ground. The
IC provides situational awareness, particularly
as needed for force protection, targeting support,
and other timely and actionable intelligence.
Planners look to the IC for adversary plans, in-
tentions and capabilities. The Budget balances
its focus between current, immediate needs for
U.S. military forces engaged in operations with
enduring intelligence requirements for potential
future military and security needs.

Enhances Cyberspace Operations, Infor-
mation Sharing, and Safeguards Intell-
igence Networks. Cyber threats are constantly
evolving and require a coordinated and compre-
hensive way of thinking about cyberspace activi-
ties. As we continue to see across our Nation, no
sector, network, or system is immune from pene-
tration by those who seek to make financial gain,
to perpetrate malicious and disruptive activity,
or to steal commercial or government secrets and
property. The Budget includes increases and im-
provements to a full range of cyberspace activities.
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The Comprehensive National Cybersecurity
Initiative Five (CNCI-5) seeks to connect cyberse-
curity centers and other cybersecurity analytics
electronically and in real time. The Budget pro-
vides an increase in funding for CNCI-5 in order
to develop a comprehensive, coordinated cyberse-
curity information sharing system that will serve
as the foundation for cybersecurity information
sharing requirements across the Government
and with appropriate partners. This system will
also develop and publish machine readable in-
teroperable technical standards that will allow
for automated information sharing. The goal is
for relevant pieces of information to make its way
to those who need it, regardless of where they
are in the Government, within the constraints
of policy and law, to connect the dots in identi-
fying cybersecurity threats while protecting in-
dividual privacy and civil liberties. In addition,
the Budget supports the Senior Information
Sharing and Safeguarding Steering Committee,
which the President established by Executive
Order 13587 in October 2011, to guide and priori-
tize Government-wide investments in classified
networks and to support the Administration’s
National Strategy for Information Sharing and
Safeguarding. The Budget continues to sup-
port the protection of these critical networks
that facilitate the IC’s information sharing and
operational requirements.

Modernizes the Information Technology
Infrastructure. The IC depends on robust infor-
mation technology capabilities to support opera-
tions and allow for information sharing and collab-
oration with all authorized users. Management
of this information and data is paramount to its

usability. Modernization of this infrastructure
will develop efficient, interoperable solutions to
the IC’s storage and data handling challenges.
The Budget achieves significant NIP savings by
consolidating duplicate information technology
infrastructure and applications, and by improv-
ing energy efficiency and reducing non-mission
critical travel, consistent with Administration
policy.

Makes Difficult Cuts and Reforms

Reduces Contractors and Maintains
Government Workforce. Consistent with
Administration-wide efforts to find savings in the
current fiscal environment, the Budget maintains
IC Government personnel levels and continues to
reduce the IC contractor workforce. The Budget
focuses on sustaining the skills in the current IC
workforce that have been developed over the past
decade.

Achieves Savings Through Reducing or
Terminating Lower Priority Programs.
Recognizing the challenges of this fiscal environ-
ment, the IC has undertaken a comprehensive
review of its operational, investment, and infra-
structure programs. The NIP budget reflects a
deliberative process to ensure that the IC focuses
on those programs that have the most significant
return and terminates or reduces those consid-
ered lower priority or not performing. For exam-
ple, the Budget includes an initiative to transi-
tion to a more efficient space-based architecture
that postures the IC for future capabilities.
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Funding Highlights:

e Provides $71.2 billion in discretionary funding for the Department of Education, which is 4.6
percent, or $3.1 billion, above the 2012 enacted level. This funding builds on the significant
gains made through major K-12 reform programs and supports new efforts to help reach the
President’s 2020 college completion goal.

e Ensures that four-year-olds across the country have access to a high-quality preschool
education through a landmark new initiative in partnership with the States.

e Invests $300 million to expand Promise Neighborhoods to improve outcomes for children in
high-poverty communities. This investment reflects the President’s commitment to create
ladders of opportunity in Promise Zones across the country.

e Provides mandatory funding for initiatives to preserve teacher jobs and supports the teaching
profession.

e Invests in redesigning high schools to focus on providing students with challenging, relevant
learning experiences, and rewarding schools that develop new partnerships with colleges,
employers, and non-profit organizations.

* Makes our schools safer by supporting emergency preparedness plans and improving school
climates, complementing investments at the Departments of Justice and Health and Human
Services to increase school safety and access to mental health services.

* Focuses this year's Race to the Top competition on supporting State efforts to tackle college
costs and raise completion levels, while driving innovation and college access through a
companion First in the World fund and better leveraging the campus-based aid programs.

e Continues the Administration’s strong commitment to maintain historic investments in Pell
Grants, while reforming student loan interest rates so they can adjust with the market.

e Places the Department of Education at the center of a major reorganization effort, in partner-
ship with the National Science Foundation and other Federal agencies, to increase the impact
of Federal investments in science, technology, engineering, and mathematics education.
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Under the leadership of the Department of
Education, the Administration has charted a
course toward ensuring that every student in
America is prepared for college and a career.
The Budget pairs new and ongoing K-12 invest-
ments with an ambitious new preschool initiative
to prepare four-year-olds for learning, and with
college cost reforms to improve access, reten-
tion, and graduation rates for all students. The
Budget also focuses on improving student learn-
ing outcomes in mathematics and science, and on
preparing students for science, technology, engi-
neering, and mathematics (STEM) career oppor-
tunities. Overall, the Budget provides $71.2 bil-
lion in discretionary funding for the Department
of Education, a 4.6 percent, or $3.1 billion,
increase above the 2012 enacted level.

Invests in High-Quality
Preschool Education

Enhances the Quality of and Access
to Early Childhood Education. The
Administration believes that all children should
have access to a high-quality preschool educa-
tion. A child’s early years are the most critical for
building the foundation needed for success in life.
Research has conclusively shown that supporting
children at this stage leads to significant benefits
in school and beyond. This is particularly true
for low-income children, who often start kinder-
garten academically behind their peers by many
months. Providing high-quality early childhood
education to all children will enable them to start
school ready to learn and realize their full poten-
tial. The Budget outlines a proposal to ensure
that four-year-olds across the United States have
access to high-quality preschool programs, which
would be financed through mandatory resources
and fully paid for elsewhere in the Budget. This
proposal consists of a Federal-State partnership to
provide all low- and moderate-income four-year-
old children with high-quality preschool, while
also providing States with incentives to expand
these programs to reach additional children from
middle class families and put in place full-day
kindergarten policies. To support this effort, the
Budget also proposes a $750 million discretionary

investment in Preschool Development Grants in
2014. These grants will ensure that States will-
ing to commit to expanding preschool access are
able to make the critical investments necessary
to serve their four-year-old children in high-qual-
ity programs. The preschool initiative is coupled
with a companion investment in the Department
of Health and Human Services in voluntary home
visiting and high-quality care for infants and
toddlers.

Sustains Investments While Ramping up
Innovations in Grades K-12

The Department of Education has fueled his-
toric reforms in our education system by reward-
ing excellence and promoting innovation to help
children start school ready to succeed, raise aca-
demic standards, ensure that there is an effec-
tive teacher in every classroom, and turn around
struggling schools. The Budget continues to build
on these reforms.

Funds School Turnaround Grants. The Bud-
get provides $659 million for School Turnaround
Grants to support the Administration’s commit-
ment to help turn around America’s persistently
lowest-performing schools. This includes $125
million for a new competitive grant program to ex-
pand the capacity of school districts to implement
effective and sustainable school reform.

Invests in Innovation. One of the Depart-
ment’s trademark programs, Investing in
Innovation (i3), uses an evidence-based approach
to test new ideas, validate what works, and scale
up the most effective approaches. The Budget
builds on the success of i3 by providing $215 mil-
lion, an increase of $66 million above the 2012 en-
acted level, to support growing the evidence base
in high-need areas, including identifying and sup-
porting effective teachers and leaders, improving
low-performing schools, and encouraging parent
engagement. As part of this investment, i3 will
also support up to $65 million for the Advanced
Research Projects Agency for Education, which
will aggressively pursue technological break-
throughs that transform educational technology
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and empower teaching and learning similar to
the way that the Defense Advanced Research
Projects Agency has supported the development
of the Internet, GPS, and robotics.

Invests in Promise Neighborhoods. The
Budget makes a significant investment in
Promise Neighborhoods, funding the program at
$300 million, an increase of $240 million over the
2012 enacted level. This initiative supports high-
need communities that combine effective, cradle-
to-career services for children and families with
comprehensive reforms centered on high-quality
schools. A portion of these funds will also be tar-
geted to designated Promise Zones—high-poverty
communities where the Federal Government will
engage more directly with local leaders to break
down barriers and help them access and coor-
dinate the resources and expertise they need to
create jobs, leverage private investment, increase
economic activity, reduce violence, and improve
educational opportunities. To further support
Promise Zones, the Budget includes companion
investments of $400 million in the Department
of Housing and Urban Development’s Choice
Neighborhoods program and $35 million in the
Department of Justice’s Byrne Criminal Justice
Innovation Grants program, as well as tax
incentives to promote investment and economic
growth.

Supports Teachers and Leaders. Teachers
and principals have enormous impacts on stu-
dents’ learning. The Budget continues significant
investment to ensure that there is an effective
teacher in every classroom through programs
such as the Teacher and Leader Innovation Fund
and the Effective Teachers and Leaders State
Formula Grant program and its 25 percent set-
aside for competitive grants. The Administration
also recognizes the need to equip school leaders to
implement Elementary and Secondary Education
Act (ESEA) reforms by providing nearly $100
million for a competition to develop high-quality,
large-scale professional development for current
school leaders. The Budget also invests $12.5
billion in mandatory funds to help school dis-
tricts prevent additional teacher layoffs and hire
teachers as the economy continues to recover. In

addition, the Budget proposes a $5 billion one-time
mandatory investment in the Recognizing
Educational Success, Professional Excellence,
and Collaborative Teaching (RESPECT) Project,
to support States and districts that commit to
bold, comprehensive reforms to transform every
stage of the teaching profession.

Expands Educational Options. The Budget
provides $295 million for the Administration’s
ESEA reauthorization proposal to increase the
supply of high-quality public educational options,
especially for students attending low-performing
schools. New funds will support the creation and
expansion of charter school models shown to be
effective in increasing student achievement.

Funds 215t Century Community Learn-
ing Centers. The Budget provides $1.3 billion to
States and other entities for projects that provide
students, particularly those in high-need schools,
the additional time, support, and enrichment ac-
tivities that can improve their achievement. The
Budget places a particular focus on programs that
support high-quality expanded learning models,
which add time to the school day or school year to
improve student outcomes.

Maintains Support for Title I and IDEA
Grants. The Budget sustains the Department’s
commitment to supporting education for disad-
vantaged students and students with disabilities,
providing $14.5 billion for ESEA Title I Grants
and $11.6 billion for Individuals with Disabilities
Education Act (IDEA) Grants to States. These
investments provide the resources needed by
districts to pay teacher salaries and fund other
educational interventions for these groups.

Encourages Smart Reforms by Over-
hauling Existing Law. The Budget continues
to propose reauthorization of ESEA by consoli-
dating a set of existing program authorities into
new competitive grant programs that give States
and districts more flexibility to use resources
where they will have the greatest impact. In the
absence of reauthorization, and to build on the
successful reforms already underway in States,
the Department invited States to apply for ESEA
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flexibility in exchange for comprehensive State-
developed plans designed to increase the quality
of instruction and improve educational outcomes
for all students. After four rounds of applications,
45 States, the District of Columbia, Puerto Rico,
and the Bureau of Indian Education have applied
for ESEA flexibility, and of these, 34 States and
the District of Columbia have been approved. The
Budget maintains investments in key programs
that States can use to advance these reforms.

Redesigns High School. The Budget pro-
vides $300 million for a new program to strength-
en college- and career-readiness by redesigning
high school to focus on providing students with
challenging, relevant learning experiences, and
rewarding schools that develop new partnerships
with colleges and employers to support instruc-
tion and to help develop the skills students need
to be prepared for jobs now and in the future. In
addition, the Budget proposes to strengthen and
reform career and technical education to better
align programs with the needs of employers and
higher education.

Makes Our Schools Safer. The President’s
plan to reduce gun violence and increase school
safety requires that we invest not only in prepar-
ing our schools for emergencies, but also in creat-
ing safe and nurturing climates to prevent future
tragedies. The Budget provides $112 million to
help schools develop and implement emergency
preparedness plans, create safer and more nur-
turing school climates through evidence-based
behavioral intervention practices, provide sup-
port and services to children exposed to perva-
sive violence, collect data on school safety and
climate, and highlight best practices regarding
school behavioral intervention and discipline pol-
icies, including the equitable implementation of
these policies. This investment will complement
efforts of the Departments of Justice, Health and
Human Services, and Homeland Security to sup-
port comprehensive school safety strategies and
to increase access to mental health services.

Delivers a Quality, Affordable College
Education to Millions of Americans

To strengthen our Nation’s competitiveness
and regain our position of first in the world in our
proportion of college graduates, we must open the
doors of higher education to more Americans and
make sure that students complete their degrees.
The Administration has already taken signifi-
cant strides in making college more affordable.
In 2014 more than nine million students will re-
ceive Pell Grants, and approximately 11 million
borrowers will receive low-cost loans, with new
affordable repayment options based on their in-
come after leaving school. This Budget builds on
that progress by setting a goal of improved ac-
cess, increased levels of completion, and better
post-graduation outcomes—while reducing costs
to students. Key initiatives include:

Tackles College Costs and Helps More
Americans Complete College. Although in-
vestments in Pell Grants, student financial aid,
and higher education tax credits have made high-
er education more affordable for American fami-
lies, the rising cost of college continues to be a
challenge. Many students struggle to pay their
tuition and leave school with significant debt
that is difficult to repay. This path is not sus-
tainable. Institutions of higher education have
to do their part to rein in costs while delivering a
high-value education, and States must continue
to invest in higher education and pursue reforms
that will make their systems more sustainable
in the long run. The investments below are re-
inforced by the Department’s publication of the
College Scorecard, which provides students and
parents with clear, transparent information they
can use to compare schools across cost, comple-
tion, earnings, and other metrics.

e A Higher Education Race to the Top (RTT)
Competition. Building on the success of this
program in both early education and K-12
education, the Department of Education will
shift the focus of RTT in 2014 to promoting
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comprehensive reforms in postsecondary
education. The Budget provides $1 billion
to support competitive grants to States that
commit to driving comprehensive change in
their higher education policies and practices,
while doing more to contain their tuition and
make it easier for students to afford a college
education. This change establishes RTT as a
fund that promotes system-wide reform ef-
forts and can shift its focus each year to sup-
port the most promising and comprehensive
solutions to strengthen public education and
improve outcomes from preschool through
college.

e First in the World Fund. The Budget pro-
vides $260 million for a First in the World
fund to spur the development, validation,
and scaling-up of cutting-edge innovations
to reduce college costs, improve productivity,
and boost postsecondary attainment rates.
These practices include investing in alterna-
tive credentials from new technology-based
learning platforms in cases where strong
outcomes can clearly be demonstrated. In
addition, the First in the World fund will
provide new competitive funding to test and
expand promising strategies to help low-
income high school students prepare for, at-
tend, and succeed at four-year colleges and
universities, allowing nonprofits and public
and private colleges and universities to ex-
plore and implement new ideas and models
to promote improved learning and outcomes
for high school students.

e Campus-Based Aid Programs. The Budget
provides more than $10 billion for Supple-
mental Educational Opportunity Grants,
Federal Work Study, and Perkins Loans, in-
cluding a $150 million increase for the Fed-
eral Work Study program to put the program
on track to double the number of partici-
pants over five years. The Budget also pro-
poses reforms to these programs so that the
funds are directed toward institutions that
are succeeding in enrolling and graduating
students from low-income families, setting a

responsible tuition policy, and demonstrating
good value.

Maintains a Strong Pell Grant Program.
Since 2008, the Administration has increased the
maximum Pell Grant by more than $915, to $5,645.
The Budget continues the Administration’s
strong commitment to the Pell Grant program
and to preserving the maximum award, and in-
cludes measures that ensure full program fund-
ing through the 2015-2016 academic year. The
Administration believes that action must be
taken to keep the Pell Grant program on a sound
footing, and that reforms such as those included
in the Budget are necessary to maintain this
critical investment in opening the doors of op-
portunity to all Americans and strengthening our
Nation’s competitiveness.

Makes Student Loan Interest Rates More
Market-Based. Under current law, interest
rates on subsidized Stafford loans are slated to
rise this summer from 3.4 percent to 6.8 percent.
At a time when the economy is still recovering
and market interest rates remain low, the Budget
proposes a cost-neutral reform to set interest
rates so they more closely follow market rates,
and to provide students with more affordable re-
payment options. The rate on new loans would
be set each year based on a market interest rate,
which would remain fixed for the life of the loan
so that student borrowers would have certainty
about the rates they would pay. The Budget also
expands repayment options to ensure that stu-
dent borrowers do not have to pay more than
10 percent of their discretionary income on loan
payments.

Uses Resources Wisely

Enhances Data and Evaluation to Guide
Program Improvements. Leaders at all lev-
els of government are seeking information to
help them reform programs and make smarter
investments. Recognizing the need for better
data across education and human service pro-
grams, the Budget provides $85 million, a $47
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million increase over the 2012 enacted level, for
Statewide Data Systems. The increased funding
will support new grants focused on early child-
hood data systems and projects that enhance
States’ ability to use data for research and evalu-
ation. To improve Federal data on postsecond-
ary students, the Budget provides $9 million for
upgrades to the National Student Loan Data
System and $8 million to more frequently survey
postsecondary students. These efforts will supply
data about who receives student aid, enrollment
patterns, and graduation rates for Federal aid
recipients. Finally, the Budget includes $67 mil-
lion in new funding for research and evaluation of
Federal student aid. This funding will better har-
ness the Department’s data and test innovative
strategies for student aid delivery, such as giving
aid to students earning college credit while still
in high school.

Leads Efforts to Improve the Impact of
Federal Investment in STEM Education.
The Budget proposes a comprehensive reorgani-
zation of STEM education programs to increase
the impact of Federal investments in four areas:
K-12 instruction; undergraduate education; grad-
uate fellowships; and education activities that
typically take place outside the classroom. The
reorganization will be implemented with a focus
on increasing participation and opportunities for
individuals from groups historically underrep-
resented in these fields. The reorganization in-
volves a consolidation of 90 programs across 11
different agencies and realignment of ongoing
STEM education activities to improve the deliv-
ery, impact, and visibility of STEM efforts. Nearly
$180 million will be redirected from consolidated
programs towards the Department of Education,
the National Science Foundation (NSF), and the
Smithsonian Institution to implement core initia-
tives in these four priority areas. The Department
of Education’s role will include developing STEM

Innovation Networks to reform STEM instruction
and supporting a corps of Master Teachers who
can serve as a national resource for improving
STEM teaching and learning. NSF will focus on
efforts to improve STEM undergraduate educa-
tion and to reform graduate fellowships so they
reach more students and align with national
needs. The Smithsonian Institution will improve
the reach of informal education activities by en-
suring they are aligned with State standards and
are relevant to the classroom.

In line with the Government-wide STEM reor-
ganization, the Department will restructure its
own existing efforts to lead a cohesive and robust
initiative around improving K-12 instruction and
working effectively towards the President’s goal
of generating 100,000 effective STEM teachers
over the next decade. The Budget invests $265
million, redirected from within the Department
and from other agencies, to support STEM
Innovation Networks, which will be districts,
or consortia of districts, working in partnership
with universities, science agencies, museums,
businesses, and other educational entities. These
public-private partnerships will work to harness
local, regional, and national resources to trans-
form teaching and learning by implementing
research-based practices, supporting innovation,
and building capacity at both school and dis-
trict levels. In addition, Networks will leverage
the expertise of the Nation’s most talented sci-
ence and math teachers—through a new STEM
Master Teachers Corps—to help support and im-
prove instruction in their schools and districts.
The new investment also includes $80 million to
support the President’s goal of preparing 100,000
highly-effective STEM teachers. To reinforce the
Department’s efforts to improve STEM teach-
ing and learning, the Budget continues support
for the joint NSF-Department of Education K-16
Math Initiative.
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Funding Highlights:

e Provides $28.4 billion in discretionary funds for the Department of Energy, an eight percent
increase above the 2012 enacted level. This increased funding will position the United States
to compete as a world leader in clean energy and advanced manufacturing, enhance our
energy security, respond to the threat of climate change, and modernize the nuclear weapons
stockpile and infrastructure.

¢ Maintains the President’s commitment to increase funding for key basic research agencies
by providing over $5 billion, a 5.7 percent increase over the 2012 enacted level, for the Office
of Science for basic research and research infrastructure to lay the foundation for innovation,
long-term economic growth, and competitiveness in areas such as foundational science for
clean energy and fundamental physics.

* Builds on the Administration’s success in reducing our use of oil, promoting energy efficiency,
and doubling U.S. renewable electricity generation by increasing funding for the Department’s
clean energy technology activities by over 40 percent above the 2012 enacted level. Creates
new Race to the Top for Energy Efficiency and Grid Modernization awards to support State
governments that implement effective policies to increase energy productivity and modernize
the grid, and to make progress toward the President’s goal of cutting in half the energy wasted
by our homes and businesses over the next 20 years.

* Provides $615 million to increase the use and decrease the costs of clean power from solar,
wind, geothermal, and water energy.

* Increases the affordability and convenience of advanced vehicles and domestic renewable
fuels by investing $575 million in cutting-edge vehicle technologies, $282 million in the next
generation of advanced biofuels, and $2 billion of proposed mandatory funding for an Energy
Security Trust to transition our cars and trucks off of oil.

* Invests $365 million in advanced manufacturing research and development to strengthen
U.S. competitiveness and enable companies to improve product quality and manufacturing
processes while cutting production costs by using less energy.

e Achieves savings and efficiencies by eliminating $4 billion in annual unwarranted and
unnecessary subsidies to the oil, gas, and coal industries, restructuring the plutonium
disposition program, cutting low priority and low performing programs, and increasing
utilization of existing facilities and infrastructure.
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President’s Better Buildings Initiative.

and energy recovery capabilities.

Efficiency and Renewable Energy.

material worldwide.

e Helps consumers and businesses save money and improve their energy efficiency by
investing in new technology development, implementing cost-effective appliance standards,
and catalyzing private sector investment in more energy efficient buildings through the

e Invests $16 million—an increase of $10 million—in enhanced energy infrastructure security

e Supports modernizing the electricity delivery grid through an investment of $153 million
in research and development for smart grid investments, cybersecurity for energy control
systems, and permitting, siting, and analysis activities within the Office of Electricity Delivery
and Energy Reliability. Advances the technologies and tools for improved clean energy
integration onto the grid through an $80 million coordinated effort within the Office of Energy

¢ Increases investments to maintain a safe, secure, and effective nuclear weapons stockpile at
levels consistent with planned reductions under the New Strategic Arms Reduction Treaty.

e Strengthens national security by securing, removing, and detecting nuclear and radiological

The Department of Energy (DOE) is charged
with advancing the energy, environmental, and
nuclear security of the United States, promoting
scientific and technological innovation in support
of that mission, and ensuring the environmental
cleanup of the national nuclear weapons com-
plex. It facilitates many of the President’s high-
est priorities, including cutting carbon pollution,
increasing climate preparedness, and supporting
clean energy and innovation, which are critical
to job creation, long-term economic growth, and
national security. In total, the President’s 2014
Budget provides $28.4 billion in discretionary
funds for DOE to support its mission, an eight
percent increase over the 2012 enacted level. It
includes $11.7 billion for nuclear security, a six
percent increase over the 2012 enacted level. In
light of the current discretionary caps, these in-
creases in funding are significant and a testa-
ment to the importance of clean energy and in-
novation to the country’s economic future, and
the importance of nuclear security to the Nation’s
safety. While funding has been increased in these
critical areas, the Administration has identified
areas for savings and efficiency, such as eliminat-
ing oil, gas, and coal tax subsidies, restructuring

the plutonium disposition program, and changing
the National Ignition Facility’s fee structure.

Invests in Clean Energy, Innovation,
and Jobs of the Future

Funds Clean Energy Research, Develop-
ment, and Demonstration to Keep America
Competitive and Respond to the Threat of
Climate Change. Investing in research and de-
velopment (R&D) today is critical to leading the
clean energy and advanced manufacturing in-
dustries of tomorrow. The Budget provides $2.8
billion for the Office of Energy Efficiency and
Renewable Energy (EERE) to accelerate research
and development, to build on ongoing successes,
and to further reduce the costs and increase the
use of critical clean energy technologies. Within
EERE, the Budget increases funding by 75 per-
cent above 2012 levels for development and dem-
onstration of the next generation of advanced ve-
hicles and by 42 percent for the next generation of
advanced biofuels and biorefineries. It increases
funding by 29 percent for innovative projects to
make clean, renewable power, such as solar en-
ergy and off-shore wind, more easily integrated
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onto the electric grid and as affordable as elec-
tricity from conventional sources, without sub-
sidies. It more than doubles funding for energy
efficiency and advanced manufacturing activities
to help reduce energy use and costs in commer-
cial and residential buildings, in the industrial
and business sectors, and in Federal buildings
and fleets. These investments will support prog-
ress toward the President’s goal of cutting in
half the energy wasted by our homes and busi-
nesses, doubling our energy productivity over the
next 20 years. The Budget provides $735 million
for the Office of Nuclear Energy, which includes
funding for advanced small modular reactors
R&D. The Budget also includes $379 million for
the Advanced Research Projects Agency—Energy,
a program that seeks to fund transformative
energy research.

Challenges States to Cut Energy Waste
and Support Energy Efficiency and
Modernize the Grid. Modeled after a successful
Administration approach in education reform de-
signed to promote forward-leaning policies at the
State level, the Budget includes $200 million in
one-time funding for Race to the Top performance
based awards to support State governments that
implement effective policies to cut energy waste
and modernize the grid. Key opportunities for
States include: modernizing utility regulations to
encourage cost-effective investments in efficiency,
including combined heat and power and demand
response resources, and in clean distributed gen-
eration; enhancing customer access to data; in-
vestments that improve the reliability, security
and resilience of the grid; and enhancing the
sharing of information regarding grid conditions.

The Administration also continues to call on
the Congress to pass HomeStar or similar man-
datory funding legislation aimed at creating jobs
and spurring economic growth by encouraging
Americans to invest in energy saving home im-
provements. The President’s Better Buildings
Initiative, launched in 2011, continues to make
progress toward a 20 percent improvement in
the energy efficiency of commercial and indus-
trial buildings by 2020, including through public-
private partnerships under the Better Buildings

Challenge. The Budget also supports increased
research and development on innovative build-
ing efficiency technologies and the ongoing intro-
duction and enforcement of appliance efficiency
standards that save consumers and companies
money while improving performance. In addi-
tion, the Budget provides $184 million for the
Weatherization Assistance Program to help low-
income families save hundreds of dollars a year
each on their energy bills by making their homes
more energy efficient.

Invests in Advanced Energy-Efficient
Production Technologies to Strengthen
Domestic Manufacturing. The Budget invests
in a national effort to develop and commercial-
ize the emerging technologies that will create
high quality manufacturing jobs and enhance
our global competitiveness. Funding will enable
Federal agencies to continue collaboration efforts
with the private sector and universities to develop
cross-cutting manufacturing technologies. These
efforts will speed advancement of ideas from the
drawing board to the factory floor, scale up first-
of-a-kind technologies, and establish shared fa-
cilities and collaborative networks to help small
and mid-sized manufacturers innovate and com-
pete. As an integral part of this initiative, the
Budget provides DOE with $365 million to ex-
pand important efforts on innovative manufac-
turing processes and advanced industrial materi-
als. These innovations will enable U.S. companies
to cut manufacturing costs and reduce the life
cycle energy consumption of technologies, while
improving product quality and accelerating prod-
uct development. These activities would include
funding to support one or more manufacturing
innovation institutes focused on energy and ef-
ficiency technologies. These manufacturing R&D
centers are part of a larger proposed interagency
network aimed at bringing together universities,
companies, and the Government to co-invest in
solving industry-relevant problems and to create,
showcase, and deploy new manufacturing capa-
bilities, products, and processes that can impact
large-scale commercial production. The Budget
also continues to support the development of
competitive new manufacturing processes for
advanced vehicles, biofuels, solar energy, wind
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energy, and other rapidly growing clean energy
industries, to help ensure that the technologies
developed here are also manufactured here.

Strengthens U.S. Leadership in Advanced
Vehicle Development and Production. To
lead the world in advanced vehicle development
and manufacturing, and to increase the deploy-
ment of advanced vehicles, the Budget builds on
previous investments supporting electric vehicle
and alternative-fuel vehicle manufacturing and
adoption in the United States through invest-
ments in R&D. The Budget invests $2 billion over
the next 10 years from Federal oil and gas devel-
opment revenue in a new Energy Security Trust
that would provide a reliable stream of manda-
tory funding for R&D on cost-effective transpor-
tation alternatives that reduce our dependence
on oil. It would be designed to invest in research
that will improve and reduce the cost of the tech-
nologies of the future—technologies that will al-
low us to run our cars and trucks on electricity,
homegrown biofuels, renewable hydrogen, and
domestically produced natural gas. In addition,
the Budget advances innovative technologies
through $575 million in discretionary funding
for vehicle technology activities—an increase of
75 percent over the 2012 enacted level. Funding
supports the EV Everywhere initiative, a target-
ed effort to make electric-powered vehicles as af-
fordable and convenient as gasoline-powered ve-
hicles for the average American family within a
decade. This initiative includes accelerated R&D
on emerging battery technologies and manufac-
turing processes to enable production of lower-
cost electric vehicles with an improved vehicle
range and an increased fast-charging capability.
Funding also supports a small number of ad-
vanced vehicle deployment communities, which
will be competitively selected and will leverage
Federal resources to test different real-world ap-
proaches to accelerating deployment of advanced
vehicles at scale in specific communities.

The Budget continues to promote fuel supply
diversification by providing $282 million at DOE
to develop and demonstrate conversion technolo-
gies to produce cellulosic ethanol and other ad-
vanced biofuels, such as algae-derived biofuels

and “drop-in” replacements for diesel and jet
fuel, for civilian and military uses. In addition,
the Budget supports long-term research efforts
to promote advanced vehicles, including a bat-
tery and energy storage hub, continued fuel cell
research, and three Bioenergy Research Centers
aimed at developing the scientific understanding
underpinning new technological solutions that
will enable increased production of advanced
biofuels.

Invests in Basic Research and Research
Infrastructureto Keep America Competitive.
The Budget maintains the President’s commit-
ment to increase funding for key basic research
agencies, including a 5.7 percent increase over
the 2012 enacted level for the Office of Science.
To continue the cutting-edge research and devel-
opment that is essential to U.S. innovation and
economic competitiveness, the Budget provides
over $5 billion to the Office of Science which
funds research grants and unique scientific facili-
ties in several areas of science, including physics,
biology, climate and environmental sciences, fu-
sion sciences, computational sciences, materials
science, and chemistry. The Budget also includes
one-time funding to fully forward fund some five-
year awards for new or renewed Energy Frontier
Research Centers that conduct basic research
aimed at understanding and overcoming the fun-
damental barriers to transformational advances
in many energy technologies. As part of its sci-
entific facilities portfolio, the Office of Science
operates U.S. light sources that are used by both
biologists and physical scientists to understand
the fundamental nature of the world around us,
such as the molecular structure of materials and
the processes of chemical reactions.

Supports Critical Carbon Capture
Research Initiatives. The Budget provides
$421 million for the Fossil Energy Research and
Development program, including an investment
of $266 million in fossil energy R&D primarily
dedicated to developing cost-effective carbon cap-
ture and storage and advanced power systems.
The Budget includes a one-time, $25 million in-
ducement prize for the first natural gas combined
cycle power plant to integrate large-scale car-
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bon capture and storage. The Budget also in-
cludes $12 million to fund DOE’s participation
in a multi-agency research initiative aimed at
advancing technology and methods to safely
and responsibly develop America’s natural gas
resources. Specifically, DOE, in collaboration
with the Environmental Protection Agency and
the Department of the Interior, will focus on
minimizing the health, safety, and environmen-
tal effects of natural gas and oil production from
hydraulic fracturing in shale and other geologic
formations.

Cuts Wasteful Spending and
Improves Efficiency

Eliminates Unnecessary Fossil Fuel
Subsidies. As we continue to pursue clean ener-
gy technologies that will support future economic
growth, we should not devote scarce resources
to subsidizing the use of fossil fuels produced by
some of the largest, most profitable companies
in the world. That is why the Budget proposes to
eliminate unnecessary fossil fuel subsidies that
impede investment in clean energy sources and
undermine efforts to address the threat of cli-
mate change. The Budget would repeal over $4
billion per year in tax subsidies to oil, gas, and
other fossil fuel producers.

Reduces Energy Use in Federal Buildings.
The 270 billion square feet of residential and com-
mercial building space in the United States pres-
ent an opportunity to realize large gains in energy
efficiency. To help the Federal Government lead
by example, the Federal Energy Management
Program will continue to assist agencies to im-
prove the energy efficiency of Federal buildings
(representing over three billion square feet) and
to help them implement and monitor perfor-
mance-based contracts to do so. These contracts
provide enough long-term savings in energy costs
to more than pay for the up-front investments,
achieving savings at no net-cost to the taxpayer.

Enhances Energy Infrastructure Security
and Energy Restoration Capabilities. The
Budget includes $16 million for new situational
awareness investments to be achieved through

a DOE regional presence with the Federal
Emergency Management Agency, an expanded
DOE Emergency Operations Center, and real-
time analytic and modeling capabilities to foster
a more efficient response to energy emergencies.

Invests in Modernizing the Electricity
Delivery Grid. A 215t Century electric grid which
is reliable, flexible, efficient, and secure is essen-
tial to the Nation’s well-being. Within the Office
of Electricity Delivery and Energy Reliability, the
Budget invests $153 million in R&D and other
activities that will further transition to a Smart
Grid. This investment seeks to develop real-time
situational awareness to improve grid opera-
tions, build system-level understanding needed
for innovative approaches to technology and re-
gional planning, support advanced visualization
analysis and decision support for grid operators
leading to predictive response, and enhance se-
curity of the grid. It includes $20 million for a
new Electricity Systems Hub, which will explore
the interface between transmission and distribu-
tion systems in the context of a modernized grid.
Within EERE, the Budget supports hardware
and modeling R&D to improve the integration of
clean energy into the electricity distribution grid,
including $80 million for a coordinated initiative
to develop the technologies and tools to more in-
telligently, flexibly, and cost-effectively integrate
distributed generation, electric vehicles, and resi-
dential and commercial buildings loads behind
the meter.

Protects Americans from the Threat
of Nuclear Harm and Pollution

Modernizes the Nation’s Nuclear Deter-
rent. The Budget proposes $7.87 billion for
Weapons Activities, an increase of $654 million,
or nine percent above the 2012 enacted level,
to maintain a safe, secure, and effective nuclear
deterrent as described in the Administration’s
Nuclear Posture Review (NPR) of 2010. This
funding proposal is the result of an unprecedented
cooperative analysis and planning process joint-
ly conducted by the National Nuclear Security
Administration (NNSA) and the Department
of Defense (DOD). The Budget meets the goals
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of the NPR by funding cost increases for nu-
clear weapon life extension programs, such as:
upgrades to the W76 and B61 nuclear weapons;
initiating new upgrades for the W78 and W88
nuclear weapons; improving or replacing ag-
ing facilities, such as the Uranium Processing
Facility; adding funds for tritium production and
plutonium manufacturing and experimentation;
and sustaining the existing stockpile by main-
taining the underlying science, surveillance, and
other support programs. To meet the NPR goals
while remaining within the discretionary spend-
ing caps currently in place, the Budget proposes
to achieve savings by reducing investments in the
National Ignition Facility, which failed to achieve
ignition in 2012 as scheduled, and by implement-
ing several management efficiencies.

The Budget also proposes $1.25 billion for work
on naval reactors, an increase of $166 million, or
15 percent above the 2012 enacted level. This
work includes continuing operational support to
nuclear powered submarines and aircraft car-
riers, developing the next generation of reactor
for the replacement to the OHIO class ballistic
missile submarine, and modernizing the spent
nuclear fuel infrastructure.

Further reflecting a close partnership and
shared commitment with our Nation’s defense, a
portion of future funding for NNSA will continue
to be included in DOD’s outyear budget, provid-
ing allocations to NNSA in each budget year.

Prevents the Proliferation of Nuclear
Material and Weapons. The Budget pro-
poses $2.14 billion to prevent the proliferation
of nuclear weapons. This proposal fully funds
Administration priorities to secure and remove
nuclear material, develop and field technolo-
gies to deter or detect nuclear proliferation, and
implement international nonproliferation regu-
latory controls and safeguards. Decreases to
nonproliferation funding are due to the planned
December 2013 completion of the domestic ura-
nium enrichment research, development, and
demonstration project, and from restructuring
the plutonium disposition program. The pluto-
nium disposition program has been building the

Mixed Oxide (MOX) Fuel Fabrication Facility in
South Carolina to enable DOE to dispose of plu-
tonium by converting it to MOX fuel and burning
it in commercial nuclear reactors. This current
plutonium disposition approach may be unaf-
fordable, though, due to cost growth and fiscal
pressure. While the Administration will assess
the feasibility of alternative plutonium disposi-
tion strategies, resulting in a slowdown of MOX
Fuel Fabrication Facility construction in 2014,
it is nonetheless committed to the overarching
goals of the plutonium disposition program to: 1)
dispose of excess U.S. plutonium; and 2) achieve
Russian disposition of equal quantities of pluto-
nium. The Administration recognizes the impor-
tance of the U.S.-Russia Plutonium Management
and Disposition Agreement, whereby each side
committed to dispose of at least 34 metric tons of
weapon-grade plutonium.

Protects the Public from Harmful
Exposure to Radioactive Waste and Nuclear
Materials at DOE Sites. The Environmental
Management (EM) program continues to clean up
waste and contamination, focusing on its legally
enforceable regulatory commitments. The Budget
includes $5.6 billion for EM to ensure that nucle-
ar wastes from the production of weapons during
the Cold War are safely processed, secured, and
disposed of in a timely manner. The program’s
cleanup actions include removing radioactive
wastes from underground storage tanks, decon-
taminating and decommissioning old production
facilities, and remediating soil and groundwater,
primarily at sites in Washington, South Carolina,
Idaho, Tennessee, Kentucky, Ohio, and New
Mexico.

Securing the Long-Term
Disposal of Nuclear Waste

Begins to Implement a New Strategy for
the Management and Disposal of Spent
Nuclear Fuel and High-Level Radioactive
Waste. In 2010, the Administration determined
that Yucca Mountain was not a workable solution
for disposing of the Nation’s spent nuclear fuel
and high-level radioactive waste. The Secretary of
Energy established the Blue Ribbon Commission
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on America’s Nuclear Future to review options
for managing these wastes, and the Commission
released its final report in January 2012. After
careful consideration of the Commission’s rec-
ommendations, the Administration released its
Strategy for the Management and Disposal of
Used Nuclear Fuel and High Level Radioactive
Waste in January 2013. The Administration’s
Strategy supports the principles of the
Commission’s recommendations and provides a
framework for an integrated program for nuclear
waste management, including sustainable fund-
ing mechanisms. Fundamentals of the Strategy

include the creation of a well-defined consent-
based facility siting process, implementation of
interim storage in the near term, development of
geologic disposal as a permanent solution, estab-
lishment of a new body to run the program, and
an approach to make funds collected to support
nuclear waste management more directly avail-
able for that purpose. The Budget provides $60
million for transportation, storage, disposal, and
siting activities to lay the groundwork for imple-
menting this strategy, as well as related R&D
activities.
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Funding Highlights:

e Provides $80.1 billion in discretionary funding for the Department of Health and Human
Services, $3.9 billion above the 2012 enacted level. The Budget continues to invest in
Administration priorities such as Affordable Care Act implementation, medical research,
mental health services, and Head Start. Savings are achieved through difficult trade-offs such
as the elimination of the Preventive Health and Health Services Block Grant, and reductions in
the Low Income Home Energy Assistance Program and the Community Services Block Grant.

e Supports innovative medical research by providing $31 billion for the National Institutes of
Health, including fulfilling the Administration’s commitment to enhancing Alzheimer’s research.

e Invests in high-quality care for our youngest children, with $1.6 billion in increased
discretionary funding for Early Head Start and Child Care and additional funds to expand
evidence-based, voluntary home visiting.

e Expands mental health services for youth and families with a $130 million initiative to help
teachers and other adults recognize signs of mental iliness in young people, provides
students with needed services such as counseling to improve mental health services for
young people ages 16-25, and trains 5,000 more mental health professionals with a focus on
serving students and young adults.

e Supports a nationwide violent death surveillance system and research on the causes and
prevention of gun violence with more than $30 million for the Centers for Disease Control and
Prevention.

* Supports implementation of the Affordable Care Act’s health insurance coverage
improvements through the operation, with States, of Health Insurance Marketplaces (also
known as Affordable Insurance Exchanges) and the delivery of premium tax credits and cost
sharing assistance to make coverage affordable.

e Strengthens Medicare, Medicaid, and other health programs by implementing payment
innovations and other reforms that encourage high-quality and efficient care, improve program
integrity, and preserve the fundamental compact with seniors, individuals with disabilities,
and low-income Americans these programs represent. These improvements will save
approximately $400 billion over the next decade.

* Improves access to health care services for American Indians and Alaska Natives by funding
additional medical services and staff at new facilities.
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with the National HIV/AIDS Strategy.

threats, and pandemic influenza.

for Disease Control and Prevention.

engaging with their children.

victims.

¢ |nvests over $3.2 billion, an increase of $30 million above the 2012 enacted level, in
discretionary HIV/AIDS prevention and treatment activities across the Centers for Disease
Control and Prevention and Health Resources and Services Administration to expand access
to affordable health care, prevention, and treatment services and continue to align activities

e Bolsters food and medical product safety activities by increasing the Food and Drug
Administration’s total funding by $821 million above the 2012 enacted level and supporting an
effort to improve food and drug import safety.

e Strengthens national preparedness for threats to public health, including naturally occurring
threats and deliberate attacks, through funding the development and acquisition of next
generation medical countermeasures against chemical, biological, radiological, and nuclear

* Eliminates the Preventive Health and Health Service Block Grant because some of these
activities can be more effectively implemented through targeted programs within the Centers

* Reinforces our Nation’s ability to more quickly detect infectious disease outbreaks through
a new Advanced Molecular Detection Initiative and maintains strong epidemiologic and
laboratory expertise at the Centers for Disease Control and Prevention.

e Improves access to reproductive and primary health care services for nearly five million
low-income individuals through a $327 million investment in family planning.

e Strengthens families by removing financial deterrents to marriage for low-income couples and
by modernizing the child support enforcement program to encourage fathers working and

* Assists vulnerable populations by investing in efforts to reconnect children with family
members and supporting the prevention of human trafficking and direct services for domestic

e Targets Low Income Home Energy Assistance Program assistance on the Nation’s most
vulnerable households with high energy burdens.

The Department of Health and Human Services
(HHS) is the principal Federal agency charged
with protecting the health of all Americans and
providing essential human services. The 2014
Budget includes $80.1 billion to support HHS’s
mission, $3.9 billion above the 2012 enacted level.
Within this level, the Department is carrying out
significant responsibilities such as implement-
ing the Affordable Care Act and strengthening

program integrity across programs. The Budget
also invests in early childhood development, bio-
medical research, mental health services, and
health care for American Indians and Alaska
Natives. These increases are offset by tough cuts
to programs like the Community Services Block
Grant and the Preventive Health and Health
Services Block Grant.
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Improves Health Care Access, Research,
and Quality of Services

Drives Down Health Care Costs by Imple-
menting the Affordable Care Act. The Afford-
able Care Act took historic and significant steps
toward putting the Nation back on a sustainable
fiscal course while laying the foundation for a
higher-quality, more efficient health care system.
In its most recent analysis, the Congressional
Budget Office estimated that the Affordable Care
Act will reduce the deficit by more than $100 bil-
lion over the first decade and by more than $1
trillion in the second decade. At the same time,
the Affordable Care Act has the potential to fun-
damentally transform our health system into
one that delivers better care at lower cost. The
Affordable Care Act will also ensure that every
American can access high-quality, affordable cov-
erage, providing health insurance to nearly 30
million Americans who would otherwise be unin-
sured. The Affordable Care Act does this by es-
tablishing Health Insurance Marketplaces (also
known as Affordable Insurance Exchanges), that
act as competitive marketplaces to provide mil-
lions of Americans and small businesses with
“one-stop shopping” for affordable coverage begin-
ning in 2014. It also provides premium tax credit
and cost sharing assistance to make coverage af-
fordable and increased Federal support to States
expanding Medicaid coverage for low-income
adults. Efficiently and effectively implement-
ing these coverage improvements is one of the
Administration’s highest priorities. The Budget
provides resources in support of these efforts,
including the operations of the Marketplace to
help individuals enroll in the best health insur-
ance coverage option for themselves and their
families. The Budget proposes small, targeted
reductions in select HHS direct health care pro-
grams (e.g., immunizations and cancer screen-
ings) because these services will now be financed
through expanded insurance coverage and in-
creased reimbursements for safety net provid-
ers beginning in 2014. The Budget also supports
entities such as Public Health Departments and
Community Based Organizations to develop the
capacity to bill third party payers for covered

services (e.g., HIV testing, immunizations, and
substance abuse treatment).

Supports Biomedical Research at
the National Institutes of Health (NIH).
Biomedical research contributes to improving
the health of the American people, as well as
the economy. The Budget includes $31 billion
for NIH to support research on-campus and at
academic and independent research institutions
across the United States, including delivering
on the Administration’s commitment to enhance
investment in Alzheimer’s research. Tomorrow’s
advances in health care depend on today’s in-
vestments in basic research on the fundamental
causes and mechanisms of disease, new technolo-
gies to accelerate discoveries, advances in trans-
lational sciences, and new investigators and new
ideas. The Budget will increase focus on research
that aims to increase understanding of the brain,
improve the clinical trials network, and enhance
the development of new therapeutics to treat
diseases and disorders that affect millions of
Americans. NIH will implement new policies to
collect better data on trainees and institutions’
administrative costs.

Improves Mental Health Services. The
Budget includes a new $130 million initiative
to expand mental health treatment and preven-
tion services, including: $55 million for Project
AWARE (Advancing Wellness and Resilience
in Education) to provide Mental Health “First
Aid” training in schools and communities and
to help school districts and their communi-
ties work together to ensure that students with
mental health issues are referred to the services
they need; $50 million to train 5,000 new mental
health professionals to serve students and young
adults, including social workers, counselors, psy-
chologists, and other mental health professionals;
and $25 million for Healthy Transitions, a new
competitive grant to help support transitioning
youth (ages 16-25) and their families access and
navigate behavioral health treatment systems.

Supports Gun Violence Prevention
Research. The Budget includes an addition-
al $20 million for the National Violent Death
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Reporting System to expand the surveillance sys-
tem to all States in 2014 to improve our under-
standing of violence. The Budget also includes
$10 million within the Centers for Disease Control
and Prevention (CDC) to support research on the
causes and prevention of gun violence.

Strengthens the Health Workforce. Stren-
gthening the primary care workforce is criti-
cal to reforming America’s health care system.
Increasing access to primary care health pro-
viders can help prevent disease and illness, en-
sure all Americans have access to high-quality
care, and reduce costs by decreasing the need for
more invasive treatment that could have been
prevented through early care. To increase ac-
cess, the Budget provides increased resources
for primary care training programs and support
for health care providers who choose to train and
practice in medically-underserved areas. The
Budget includes funding that will support over
8,800 health care professionals practicing in un-
derserved areas. In addition, the Budget initiates
investments that will help train more than 2,800
additional primary care providers estimated to
enter the workforce over the next five years.

Continues Funding for Health Centers.
Health centers are a key component of the Nation’s
health care safety net. To ensure Americans re-
ceive comprehensive, high-quality, primary and
preventive health care services regardless of
their ability to pay, the Budget invests $3.8 bil-
lion for health center services in 2014 to support
services to an estimated 22 million patients. The
Affordable Care Act provides the Health Center
program with a total of $9.5 billion through
2015. Health centers will continue to be a criti-
cal element of the health system, largely because
they can provide an accessible and dependable
source of primary care services in underserved
communities.

Strengthens Primary Care and Reprod-
uctive Health Services for Women. The
Budget includes $327 million for the Title X
Family Planning program, an increase of $33
million above the 2012 enacted level, to expand
access to primary care and reproductive health

services for low-income women in historically
underserved communities.

Maintains Continuity of Coverage for
Low-Income Individuals. The Budget con-
tinues to fund Transitional Medical Assistance,
which provides continued Medicaid eligibility for
low-income adults transitioning to work. States
that adopt the Affordable Care Act Medicaid ex-
pansion will be able to opt out of Transitional
Medical Assistance. It also maintains funding
for the Qualified Individuals program, which
pays Medicare Part B premiums for qualified
low-income seniors.

Improves Access to Health Care for
American Indians and Alaska Natives (Al/
ANs). The Budget includes $4.4 billion for the
Indian Health Service (IHS) to strengthen
Federal, tribal, and urban programs that serve
over two million AI/ANs at over 650 facilities in
35 States. The Budget provides increased re-
sources to purchase health care services provided
outside of the Indian health system when servic-
es are not available at IHS-funded facilities. In
addition, the Budget funds construction of new
and replacement hospitals and health clinics, and
staff and operating costs at new and replacement
facilities, to increase access to health care servic-
es and improve the Indian health system. The
Administration has prioritized funding for health
care for AI/ANs by proposing increases to the
IHS budget of over $800 million in the last four
years, which has led to expanded medical services
in Indian Country. These budget increases have
enabled Tribes to expand self-determination con-
tracts and compacts and have funded associated
administrative costs, known as Contract Support
Costs (CSC), which Tribes receive from both IHS
and the Bureau of Indian Affairs (BIA).

Funding for CSC is an important part of self-
determination, but it must be balanced with fund-
ing for health care services. In 2012, the Supreme
Court ruled in Salazar v. Ramah Navajo Chapter
that past appropriations language was not suf-
ficiently constructed to execute the longstand-
ing policy of managing CSC costs. The Court
identified five legislative remedies, ranging from
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changing payments for CSC through amendments
to underlying self-determination authorities, to
enacting line-item appropriations for each con-
tract, to appropriating the full estimates for CSC.
Consistent with the Supreme Court ruling, the
Budget proposes a new approach for CSC, along
with a funding increase, for IHS and BIA to con-
tinue the policy of supporting self-determination
while protecting funding for health care services
for AI/ANs. The Administration looks forward
to working with the Tribes and the Congress to
develop a balanced, long-term solution.

Expands Access to HIV/AIDS Treatment,
Care, and Prevention. The Budget expands
access to HIV/AIDS prevention and treatment
activities and supports the goals of the National
HIV/AIDS Strategy to reduce HIV incidence, in-
crease access to care and optimizing health out-
comes for people living with HIV, and reduce
HIV-related health disparities. By providing
resources for the Affordable Care Act implemen-
tation, the Budget will support increased health
care coverage for thousands of people living with
HIV/AIDS. The Budget increases funding for
the Ryan White HIV/AIDS program by $20 mil-
lion, including an additional $10 million for the
AIDS Drug Assistance Program to ensure that
individuals living with HIV can access their med-
ications, and an additional $10 million for HIV
medical clinics to expand access to care and im-
prove systems for connecting individuals to care
and retain them in care over time. The Budget
includes an increase of $10 million for CDC HIV/
AIDS prevention activities to expand surveil-
lance activities and improve timeliness of data.
The Budget also redirects $40 million from less
effective activities to support a new $40 million
initiative to improve systems that link persons
recently diagnosed with HIV to care.

Strengthens the Safety of U.S. Food and
Medicines. The Budget includes $2.6 billion in
budget authority and $4.7 billion in total program
resources for the Food and Drug Administration
(FDA). It includes $10 million in new resources
to improve the safety of food and medical product
imports to the United States through a greater
FDA presence in foreign countries such as China.

The Budget includes new user fee programs to
support implementation of key elements of the
Food Safety Modernization Act. To better protect
public health in response to natural or intention-
al threats, the Budget also invests in FDA’s ef-
forts to advance regulatory science and support
the review of new medical countermeasures for
chemical, radiological, biomedical, and nuclear
threats.

Strengthens National Preparedness for
All Hazards, Including Naturally Occurring
Threats and Intentional Attacks. The
Budget includes $415 million to enhance the
advanced development of next generation medi-
cal counter-measures against chemical, biologi-
cal, radiological, and nuclear threats, including
resources to establish the Strategic Investor, an
independent venture capital entity in the Office
of the Assistant Secretary for Preparedness and
Response. The Budget continues funding for
both the NIH Concept Acceleration Program to
assist investigators with developing promising
new countermeasures, and the FDA’s Medical
Countermeasures Regulatory Science Initiatives.
The Budget also provides $250 million to replen-
ish the BioShield Special Reserve Fund, to pro-
vide resources through annual appropriations,
renewing the Government’s long-term commit-
ment to the acquisition of new medical counter-
measures against chemical, biological, nuclear
and radiological threats. To further support this
long-term commitment, the Budget provides
a new, flexible contracting authority. HHS has
invested over $10 billion since 2005 to enhance
America’s ability to rapidly respond to an influen-
za pandemic. The Budget provides an additional
$140 million to continue support for these high-
priority activities, including the licensure of in-
fluenza vaccines that provide the same protection
with a smaller dose, and to support international
vaccine production capacity.

Bolsters Effective Prevention and Public
Health Programs. The Budget invests $40 mil-
lion for a new Advanced Molecular Detection
initiative (AMD) to allow CDC to more quickly
determine where emerging diseases come from,
whether microbes are resistant to antibiotics, and
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how microbes are moving through a population.
The AMD initiative will strengthen CDC’s epide-
miologic and laboratory expertise to effectively
guide public health action. The Budget strength-
ens core public health programs at CDC through
an increase of $12 million to reduce health care
associated infections in more than 1,800 addi-
tional facilities and an increase of $16 million
to implement the Food Safety Modernization
Act, integrate and enhance national food safety
surveillance systems, and improve the ability to
attribute illnesses to specific foods. The Budget
focuses on detection and elimination of infec-
tious diseases globally through an increase of $15
million to end wild polio virus transmission by
the end of 2014. The Budget also allocates the
Prevention and Public Health Fund to improve
health outcomes through effective public health
prevention programs across the United States.

Invests in Behavioral Health Prevention
and Treatment. The Budget includes $3.6
billion for the Substance Abuse and Mental
Health Services Administration to support the
Nation’s behavioral health prevention and treat-
ment infrastructure. The Budget maintains the
Community Mental Health Services Block Grant
and increases the Substance Abuse Prevention
and Treatment Block Grant to support States
in an effective transition in the first year of the
Affordable Care Act that will include expanded
coverage for mental health and substance abuse
treatment services. The Budget also proposes
funding within the Block Grants to encourage
States to build provider capacity to bill public and
private insurance and to promote the adoption of
evidence-based programs.

Invests in Electronic Health Records. The
number of health care providers adopting elec-
tronic health records (EHRs) is growing rapid-
ly. According to the CDC’s National Center for
Health Statistics, the percentage of office-based
physicians that use an EHR increased from 48
percent in 2009 to 72 percent in 2012. With EHR
adoption rising, it is increasingly important that
health information technology (IT) investments
aim to advance EHR standards, program integ-
rity, and technology to support interoperable

exchange of health data. Furthermore, exchange
of health data with appropriate privacy protec-
tions, will support new payment and delivery
models designed to create value based on qual-
ity instead of volume. The Budget provides $26
million for the Office of the National Coordinator
for Health IT to support work to advance EHR
technology and standards.

Accelerates the Issuance of State Inno-
vation Waivers. The Budget empowers States
to develop their own innovation strategies to
ensure their residents have access to high-qual-
ity, affordable health insurance, achieving the
same outcomes as those achieved through the
Affordable Care Act. Similar to legislation pre-
viously introduced in the Senate and endorsed
by the President, the Budget proposes to make
“State Innovation Waivers” available starting
in 2014, three years earlier than under current
law. These State strategies would provide af-
fordable insurance coverage to at least as many
residents as would have been covered without the
waiver and must not increase the Federal deficit.
The Administration is committed to the budget
neutrality of these waivers.

Improves Conditions for Vulnerable
Populations

Invests in High-Quality Infant and
Toddler Care. Research has shown that effec-
tive early childhood programs help children suc-
ceed in school and beyond. Increasing Federal
investments in high-quality early education is
a key part of a broader education agenda that
will strengthen the Nation’s competitiveness
and help every child reach his or her potential.
The Budget invests $1.4 billion in new Early
Head Start-Child Care Partnerships to support
States and communities in expanding the avail-
ability of high-quality learning opportunities for
our youngest children. The Budget also provides
an additional $200 million for States to support
high-quality child care in 2014 and $7 billion over
the next 10 years to maintain the availability of
child care subsidies. In addition, the Budget in-
vests $15 billion over the next 10 years to extend
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and expand evidence-based, voluntary home vis-
iting. These investments will be paired with a
new initiative in the Department of Education to
expand preschool to all low- and moderate-income
four-year-olds.

Promotes Responsible Fatherhood and
Strong Families. The Budget proposes pol-
icy changes to modernize the Child Support
Enforcement Program, which touches the lives of
one-quarter of the Nation’s children. These poli-
cy changes will encourage non-custodial parents
to take greater responsibility for their children
while maintaining rigorous enforcement efforts.
The Budget supports States in providing access
and visitation services that can improve a non-
custodial parent’s relationship with his or her
family and increases support for States that pass
child support payments through to families rather
than retaining them. The program will continue
to evaluate the effectiveness of providing employ-
ment services aimed at increasing child support
payments from non-custodial parents. In addi-
tion, the Budget provides $35 million for States
to test strategies to overcome financial deterrents
to marriage.

Provides Services for Vulnerable Popu-
lations. The Administration continues to sup-
port flexible funding through waivers that al-
low States to test innovative approaches to child
welfare service delivery and financing, which
may help shape future reforms. The Budget pro-
vides $45 million over three years to reauthorize
grants that help children reconnect with family
members. The Budget also includes $10 million
for a new initiative to prevent and address do-
mestic human trafficking. This initiative will
provide direct services to domestic victims of
trafficking, train service providers, and invest in
data collection, research, and evaluation.

Provides Targeted Energy Assistance to
Low-Income Families. The Budget provides
$3 billion for the Low Income Home Energy
Assistance Program (LIHEAP) to help struggling
families with residential heating and cooling ex-
penses. The Budget targets funds to States with
vulnerable households facing high home heating

costs. The Budget includes $50 million for com-
petitive grants to help reduce energy burdens
for LIHEAP households that rely on persistently
high-cost systems.

Cuts and Reforms the Community Ser-
vices Block Grant (CSBG). CSBG provides
funding for the important work of community
action agencies, but the program’s current struc-
ture does too little to hold these agencies account-
able for outcomes. The Budget provides $350 mil-
lion for CSBG and proposes to use competition
to target the funds to high-performing agencies
that are most successful in meeting important
community needs.

Improves the Way Federal Dollars are
Spent and Strengthens Long-Term
Viability of Current Programs

Reduces Waste, Fraud, and Abuse in
Medicare, Medicaid, and the Children’s
Health Insurance Program (CHIP). Progress
has been made in reducing the Medicare fee-for-
service improper payment rate and in imple-
menting the Affordable Care Act’s anti-fraud
provisions. The Budget builds on this progress
through a robust set of proposals to strengthen
Medicare, Medicaid, and CHIP program integrity.
The Budget proposes $640 million in combined
mandatory and discretionary program integrity
funding to implement activities that reduce pay-
ment error rates, prevent fraud and abuse, target
high-risk services and supplies, and enhance civil
and criminal enforcement for Medicare, Medicaid,
and CHIP. For example, the Budget proposes to
authorize civil monetary penalties or other in-
termediate sanctions for providers who do not
update enrollment records and permit exclusion
of individuals affiliated with entities sanctioned
for fraudulent or other prohibited actions from
Federal health care programs. The Budget also
expands authorities to investigate and prosecute
allegations of abuse or neglect of Medicaid ben-
eficiaries in additional health care settings and
affirms Medicaid’s position as a payer of last re-
sort when another entity is legally liable to pay
claims for beneficiaries. These new resources and
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authorities will better enable the Administration
to minimize improper payments and provide
greater value for program expenditures to
beneficiaries and taxpayers.

Supports Permanent, Fiscally Respon-
sible Reform to Medicare’s Payments to
Physicians. Medicare payments to physicians
are determined under a formula, commonly re-
ferred to as the “sustainable growth rate” (SGR).
This formula has called for reductions in phy-
sician payment rates since 2002, which the
Congress has consistently overridden for over
10 years. Under the SGR, physician payment
rates would be reduced by about 25 percent in
2014. The Administration is committed to work-
ing with the Congress to reform Medicare physi-
cian payments to provide predictable payments
that incentivize quality and efficiency in a fiscal-
ly responsible way. Failing to address this issue
creates uncertainty about beneficiaries’ access
to care. The Administration supports a period
of payment stability lasting several years to al-
low time for the continued development of scal-
able accountable payment models. Such models
can take different forms, but all will have several
common attributes such as encouraging care co-
ordination, rewarding practitioners who provide
high-quality, efficient care, and holding practi-
tioners accountable through the application of
financial risk for consistently providing low qual-
ity care at excessive costs. HHS will welcome
input from physicians and other professionals in
designing these models. Following the period of
stability, practitioners will be encouraged to part-
ner with Medicare by participating in an account-
able payment model, and over time, the payment
update for physician’s services would be linked
to such participation. Those that successfully
participate could receive larger payments under
Medicare, while those who provide lower quality,
inefficient care would receive lower payments. To
complement these changes, the Administration
also supports immediate reforms to improve the
accuracy of Medicare’s current physician payment
system.

Improves Medicare’s Sustainability by
Encouraging High-Quality, Efficient Care.
The Budget contains proposals that build on
initiatives included in the Affordable Care
Act to help extend Medicare’s solvency while
encouraging provider efficiencies and improved
patient care. Specifically, the Budget modi-
fies payments to certain providers to address
payments that exceed patient care costs. For
example, the Budget proposes to align Medicare
payments for drugs with Medicaid rebate policies
for low-income beneficiaries. It continues to crack
down on fraud, proposing among other policies
greater scrutiny over payment for power wheel-
chairs, and it incentivizes skilled nursing homes
to prevent hospital readmissions. These, along
with other Medicare proposals, would extend the
solvency of the Hospital Insurance Trust Fund by
approximately four more years.

Encourages Beneficiaries to Seek High-
Value Services. The Budget includes struc-
tural changes that will help encourage Medicare
beneficiaries to seek high-value health care ser-
vices. To help improve the financial stability of
the Medicare program, the Budget reduces the
Federal subsidy of Medicare costs for those ben-
eficiaries who can most afford them, and also
introduces a modified Part B deductible for new
beneficiaries beginning in 2017. To encourage ap-
propriate use of home health services that are not
preceded by inpatient care, new beneficiaries be-
ginning in 2017 would be responsible for a mod-
est copayment for home health services in certain
cases. Research indicates that beneficiaries with
Medigap plans that provide first dollar or near-
first dollar coverage have less incentive to con-
sider the costs of health care services, thus rais-
ing Medicare costs and Part B premiums for all
beneficiaries. The Budget applies a premium sur-
charge for new beneficiaries beginning in 2017 if
they choose such Medigap coverage. In addition,
the Budget alters prescription cost-sharing levels
to encourage low-income beneficiaries to choose
generic medications when clinically appropriate.
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Streamlines Systems and Lowers Drug
Costs for Medicare Beneficiaries. The Budget
proposes to implement a streamlined, single ben-
eficiary appeals process for managed care plans
that integrate Medicare and Medicaid payment
and services and serve Medicare-Medicaid enroll-
ees to address the sometimes conflicting require-
ments in each program. The Budget also pro-
poses to permanently authorize a demonstration
that provides retroactive drug coverage for cer-
tain low-income Medicare beneficiaries through
a single plan, establishing a single point of con-
tact for beneficiaries seeking reimbursement for
claims. In addition, the Budget proposes to close
the donut hole in the Part D benefit by 2015, rath-
er than 2020, for brand drugs by increasing the
discounts offered by the pharmaceutical industry.

Enhances Accountability in the Medicaid
Program. Medicaid is critically important to
providing health care coverage to the neediest
Americans, and the Administration strongly

supports State efforts to expand Medicaid with
the increased Federal funding provided in the
Affordable Care Act. The Budget seeks to pre-
serve the existing partnership between States
and the Federal Government while making
Medicaid more efficient and sustainable through
sensible, targeted, Medicaid reforms. For ex-
ample, the Budget helps States and the Federal
Government leverage more efficient reimburse-
ment rates for durable medical equipment based
on Medicare rates. The Budget also better aligns
Medicaid Disproportionate Share Hospital (DSH)
payments with expected levels of uncompensat-
ed care by beginning the scheduled reductions
in 2015, and bases future State DSH allotments
on States’ actual DSH allotments as reduced by
the Affordable Care Act. In addition, the Budget
would improve rebate and payment policies for
Medicaid prescription drugs. These proposals are
projected to save approximately $16.9 billion over
10 years.
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Funding Highlights:

Provides $39 billion in discretionary funding for the Department of Homeland Security, a
decrease of 1.5 percent, or $615 million, below the 2012 enacted level. The Budget funds
critical capital needs and continues a commitment to core homeland security functions, such
as transportation security, cybersecurity, and border security. Estimated savings of more
than $1.3 billion are created by reducing administrative costs and streamlining professional
services. To improve disaster preparedness, the Budget reforms homeland security grants by
allocating resources based on risk reduction.

Protects our citizens and agricultural economy from future threats by investing $714 million in
a new, state-of-the-art laboratory to develop countermeasures for diseases originating from
large animals that can be transmitted to humans.

Allocates $44 million in new funding in support of the expansion of the Comprehensive
National Cybersecurity Initiative Five to develop a comprehensive and coordinated system
that will foster cybersecurity information sharing across the Government while protecting
individual privacy and civil liberties.

Eliminates duplicative, stand-alone Federal Emergency Management Agency grant programs,
consolidating them into a new homeland security grants program to better develop, sustain,
and leverage core capabilities across the United States to support national preparedness.

Focuses immigration detention resources on priority aliens such as criminals, repeat
immigration law violators, recent border entrants, and immigration fugitives, and expands
resources for electronic monitoring and supervision.

Provides $114 million to support, expand, and enhance the E-Verify system to build additional
system capacity, enhance fraud-prevention and detection capabilities, and improve individuals’
ability to ensure their employment eligibility records are accurate.

Promotes innovation and economic growth by providing $494 million to fund important
research and development advances in cybersecurity, explosives detection, and chemical/
biological response systems.
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e Supports job growth and expansion of the U.S. economy with $221 million to add 1,600
new Customs and Border Protection officers and mobile equipment that will result in faster
processing and inspecting of passengers and cargo at U.S. ports of entry, as well as more sei-
zures of illegal items, such as drugs, guns, and counterfeit goods.

The Department of Homeland Security’s (DHS)
mission is to ensure that America is safe, secure,
and resilient against terrorism and other hazards.
DHS has responsibility for leading all levels of
government and working with the private sector
to prepare for and respond to natural disasters
and other threats. To ensure fiscal sustainability
in a complex world of threats and hazards, DHS
leverages its investment through risk-based deci-
sion making. DHS promotes information shar-
ing and collaborative planning between Federal,
State, local, and tribal partners. The President’s
2014 Budget includes $39 billion to support the
Department, $615 million less than the 2012
enacted level. The Budget reflects an estimated
savings of more than $1.3 billion from efficiencies
implemented in administrative categories includ-
ing travel, strategic sourcing, overtime pay, and
fleet management.

Protects the Homeland

Invests in New Facilities for Health
Security. The Budget includes $714 million for
a new National Bio and Agro-Defense Facility
(NBAF) to study large animal zoonotic diseas-
es and develop countermeasures to protect our
citizens and agricultural economy from future
threats. This facility will replace the Plum Island
Animal Disease Center, which will soon reach the
end of its useful life.

Continues Strong Support for Cybersecurity
Initiatives. The Budget includes $810 million to
support the National Protection and Programs
Directorate’s efforts to protect Federal com-
puter systems and networks from cyber attack,
disruptions, and exploitations, strengthen State
and local governments’ cybersecurity capac-
ity, and support private sector efforts to protect
critical infrastructure. The Budget also sup-

ports the development of a concept of operations
to co-locate key civilian cybersecurity agencies
to promote a whole of government approach to
cybersecurity incident response. New funding of
$44 million will foster cybersecurity information
sharing across the Government while protecting
individual privacy and civil liberties.

Sustains Essential Fire and Emergency
Response Coverage. The Budget provides
over $1 billion in assistance to States and local
governments for the retention, rehiring, and hir-
ing of firefighters and emergency management
personnel in 2014.

Sustains Aviation Security. The Budget in-
cludes $4.8 billion for the Transportation Security
Administration to sustain critical investments in
aviation security that will continue to protect the
American traveling public from terrorist threats.

Makes Smart Choices to Balance
Priorities

Streamlines and Restructures FEMA
Grant Programs. First responders are at the
forefront of addressing natural disasters and
other threats. The Budget provides $2.1 bil-
lion for State and local programs to hire, equip,
and train first responders and build prepared-
ness capabilities. To better target these funds,
the Budget proposes eliminating duplicative,
stand-alone grant programs, consolidating them
into the National Preparedness Grant Program.
This initiative is designed to build, sustain, and
leverage core capabilities as established in the
National Preparedness Goal. Using a competi-
tive risk-based model, the National Preparedness
Grant Program will apply a comprehensive pro-
cess that identifies and prioritizes deployable ca-
pabilities, ensures grantees put funding to work
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FEMA Response to Hurricane Sandy

Hurricane Sandy struck in late October 2012, devastating the East Coast from North Carolina to Maine.
Thousands of individuals were displaced, millions were left without power, businesses were shuttered, and
fuel distribution was severely disrupted in one of the most costly natural disasters in U.S. history.

Building on lessons learned from Hurricane Katrina, the Federal Emergency Management Agency (FEMA)
prepositioned teams and supplies in the path of the storm before it made landfall. At the peak of the
response effort, FEMA deployed over 7,000 individuals to assist impacted communities, including the
first-ever activation of FEMA Corps, an innovative new partnership with the Corporation for National and
Community Service that brings young people interested in careers in emergency management into public
service. FEMA opened over 70 Disaster Recovery Centers, and provided food, blankets, and other needed
commodities to thousands of survivors in New York, New Jersey, and the other impacted States. FEMA has
provided over $3.5 billion to help return individuals to their homes, repair public infrastructure, and invest in
mitigation efforts to prepare for future severe weather events.

FEMA continues to work with States, local communities, other Federal agencies, and thousands of volun-
teers to help the impacted areas recover and rebuild. In 2014, the Budget supports the recovery of States
and communities that have been devastated by disasters and emergencies by replenishing FEMA’s Disaster
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Relief Fund with $6.2 billion.

more quickly, and requires grantees to regularly
report progress in the acquisition and develop-
ment of these capabilities.

Keeps Capital Investment on Track. The
Budget provides $3.4 billion for the major as-
set acquisitions planned in 2014. In addition to
funding NBAF and cybersecurity investments,
the Budget continues to fund border surveillance
technology to improve the security of our borders.

Aligns Immigration Detention and
Alternatives to Detention Capabilities with
Risk. Under this Administration, the U.S.
Immigration and Customs Enforcement (ICE)
has focused its immigration enforcement efforts
on identifying and removing priority aliens such
as criminals, repeat immigration law violators,
recent border entrants, and immigration fugi-
tives. To ensure the most cost-effective use of
Federal dollars, the Budget aligns ICE capabili-
ties to place priority and mandatory detainees
in detention, while allowing low-risk, non-man-
datory detainees to enroll in lower cost parole-
like alternatives to detention programs, which

may include electronic monitoring and supervi-
sion. As ICE continues to focus on priority cases,
it will work to reduce the time removable aliens
spend in detention custody. To achieve this goal,
ICE is working with the Department of Justice to
expedite removal of convicted criminal aliens to
reduce costly stays in U.S. immigration detention
prior to deportation.

Enhances the Administration’s Employment
Eligibility Verification System, E-Verify. In order
to assist U.S. employers with maintaining a le-
gal workforce, the Budget proposes $114 million
to support, expand, and enhance E-Verify. The
President’s proposal invests in improvements to
the system’s fraud-prevention and detection ca-
pabilities, modernizes E-Verify customer service
to improve ease of use, and invests in additional
capacity to support continued expansion. More
than 430,000 employers are currently enrolled in
E-Verify and the program continues to grow by
approximately 1,500 new employers each week.

Although E-Verify is primarily a service for
employers, the Budget also enhances the E-Verify
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Self Check service, the first online E-Verify ser-
vice offered directly to workers. Self Check of-
fers individuals a tool to check their own em-
ployment eligibility status, as well as guidance
on how to correct their eligibility records. This
provides U.S. workers with the opportunity to en-
sure employment authorization records are accu-
rate before getting a job and improves employee
understanding of the employment -eligibility
process.

Promotes Secure Long-Term Growth

Supports Individuals on the Path to
Citizenship. The Budget proposes $10 million to
assist individuals on the pathway to naturaliza-
tion and increases support for local programs that
develop innovative techniques to improve citizen-
ship education and share best-practices for inte-
grating new citizens into American communities.

Invests in Research and Development
in Homeland Security. To continue progress
in enhancing homeland security technology, the
Budget proposes $494 million for research and de-
velopment activities. This funding will target op-
portunities in cybersecurity, explosives detection,
and chemical and biological detection.

Strengthens Travel and Trade. The Budget
proposes $221 million to add 1,600 Customs and
Border Protection (CBP) officers and more in-
spections equipment and technology at U.S. ports
of entry. This funding will help CBP process in-
creased travel and trade arriving at our air, land,
and sea ports. These investments will reduce
wait times and speed the flow of trade and tour-
ism. Additionally, this funding will result in the
seizure of more illegal items, including counter-
feit and fraudulent goods, further protecting U.S.
businesses.
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Funding Highlights:

Provides $11.7 billion in discretionary funding for the Department of the Interior, an increase
of over four percent above the 2012 enacted level. This funding level reflects an ongoing
commitment to protect critical landscapes and infrastructure, partially paid for with savings
achieved through administrative efficiencies.

Promotes job creation and economic growth by conserving landscapes and promoting
outdoor recreation in national parks, refuges, and on other public lands through the America’s
Great Outdoors initiative.

Proposes for the first time a dedicated source of long-term funding—reaching $900 million
by 2015—for Land and Water Conservation Fund programs to support land conservation and
resource protection, in collaboration with Federal, State, and local partners.

Invests in the safety, reliability, and efficiency of America’s water infrastructure and in the
protection and restoration of fragile aquatic ecosystems.

Continues efforts to manage and promote the ecological sustainability and resilience of
ecosystems on a landscape and watershed scale such as the California Bay-Delta, the
Everglades, the Great Lakes, Chesapeake Bay, and the Gulf Coast.

Proposes oil and gas management reforms to save $2.5 billion over 10 years by building on
the Administration’s efforts to encourage diligent development of Federal energy resources
while improving the return to taxpayers from royalty reforms.

Provides robust support for energy development on Federal lands and waters and continues
investments to strengthen safety oversight for offshore oil and gas operations.

Supports tribal priorities in Indian Country by increasing funding for public safety and justice,
natural resources, and assistance for Tribes that assume responsibility for managing Federal
programs.

Reforms oversight of mining on Federal lands and reduces the environmental impacts of coal
and hardrock mining by dedicating and prioritizing funds to reclaim abandoned mines.

Invests in science to support decision-making in the Department’s resource management and
trust responsibilities.
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e Saves over $200 million from 2010 levels through administrative efficiencies and reduced
spending in travel, printing, supplies, and advisory services.

The Department of the Interior’s (DOI’s) mis-
sion is to protect America’s natural resources and
cultural heritage; manage development of ener-
gy and mineral resources on Federal lands and
waters; provide scientific and other information
about those resources; and honor its trust respon-
sibilities and special commitments to American
Indians, Alaska Natives, and Insular areas. In
support of this mission, the Budget provides
$11.7 billion for DOI, a four percent increase over
the 2012 enacted level. The Budget represents an
unprecedented commitment to America’s natural
heritage by proposing mandatory funds for Land
and Water Conservation Fund (LWCF) programs.
This funding will provide the stability needed for
agencies and States to make strategic, long-term
investments in our natural infrastructure and
outdoor economy to support jobs, preserve natu-
ral and cultural resources, bolster outdoor rec-
reation opportunities, and protect wildlife. The
Budget also includes legislative proposals that
will save taxpayers more than $3 billion over the
next 10 years, including reforms to fees, royalties,
and other payments related to oil, gas, coal, and
other mineral development on Federal lands and
waters.

Promotes Economic Growth by Investing
in Our Natural and Energy Resources

Creates Jobs Through Conservation and
Recreation. The America’s Great Outdoors
(AGO) initiative supports Federal, State, local,
and tribal conservation efforts, while reconnect-
ing Americans, particularly young people, to the
outdoors. Investments for AGO programs sup-
port conservation and outdoor recreation activi-
ties nationwide that create and maintain millions
of jobs, generate hundreds of millions of dollars
in tax revenue, and spur billions in total nation-
al economic activity. For the first time ever, the
Budget proposes mandatory funding for LWCF
programs in the Departments of the Interior and
Agriculture, including $200 million in manda-

tory funds out of $600 million overall for LWCF
programs in 2014. Starting in 2015, the Budget
proposes $900 million annually in mandatory
funding, which is equal to the amount of oil and
gas receipts deposited in the LWCF each year.
In 2014, $356 million is proposed to conserve
lands in or near national parks, refuges, forests,
and other public lands, including $169 million in
collaborative LWCF funds for DOI and the U.S.
Forest Service to jointly and strategically con-
serve the most critical landscapes. The Budget
also proposes $15 million in LWCF funding to re-
vive the Urban Parks Recreation and Recovery
Program, which can help revitalize urban parks
and increase access to trails, green space, and
other recreational areas in the most underserved
urban communities. Other AGO programs in-
clude grant programs that assist States, Tribes,
local governments, landowners, and private
groups (such as sportsmen) in preserving wildlife
habitat, wetlands, historic battlefields, regional
parks, and the countless other sites that form the
mosaic of our cultural and natural legacy. They
also include funds for operating national parks,
refuges, and public lands, which are critical for
conserving natural and cultural resources, pro-
tecting wildlife, and drawing recreational tour-
ists from across the United States and the world.

Protects and Restores Water Resources
and Infrastructure. The Budget invests in the
safety, reliability, efficiency, and ecological sus-
tainability of our water infrastructure, to ensure
the continued delivery of water and power to mil-
lions of customers and serve as a foundation for
a healthy economy, especially in the arid West.
The Budget continues investments in the pro-
tection and restoration of fragile aquatic ecosys-
tems, such as California’s Bay-Delta and the San
Joaquin River, to ensure that such environmental
treasures are available for future generations.
These investments are made possible by mak-
ing difficult choices elsewhere, finding savings
and consolidations, and reaping the benefits of
smart choices made in previous years. Examples



THE BUDGET FOR FISCAL YEAR 2014

109

of difficult choices include severely curtailing the
study of new projects and construction of ongo-
ing projects, proposing to merge the Central Utah
Project Completion Act Office with the Bureau
of Reclamation, and emphasizing water reuse,
recycling, and conservation programs over new
construction.

Makes Public Lands Available for Clean
Energy Infrastructure Projects. To enhance
energy security and create green jobs in new
industries, the Budget proposes key funding in-
creases for DOI renewable energy development
activities and related transmission infrastruc-
ture. This funding includes $100 million to main-
tain capacity to review and permit new renew-
able energy projects on Federal lands and waters.

Continues Support for Responsible
Development of the Nation’s Oil and Gas
Resources. The Budget proposes $169 million
and $222 million, respectively, to fund the Bureau
of Ocean Energy Management and the Bureau of
Safety and Environmental Enforcement, which
share responsibility for overseeing development
of oil and gas resources on the Outer Continental
Shelf (OCS). The current OCS five-year leasing
program will make more than 75 percent of es-
timated undiscovered technically recoverable oil
and gas resources on the OCS available for devel-
opment. Funding increases will support contin-
ued reforms to strengthen oversight of industry
operations following the 2010 Deepwater Horizon
oil spill, with an additional emphasis on ensuring
the safe and responsible development of Arctic
OCS resources.

The Budget also provides robust support for on-
shore energy permitting and oversight on Federal
lands, with a more than 20 percent increase over
the 2012 enacted level in discretionary funding
for the oil and gas program of the Bureau of Land
Management (BLM). Combined with an extend-
ed and revamped permitting pilot office authority
and ongoing administrative efforts, these resourc-
es will facilitate improved responsiveness to per-
mit requests and will strengthen oversight and
enforcement of industry operations. BLM’s costs
would be partially offset through new inspection

fees totaling $48 million in 2014, requiring the
onshore industry to bear a greater share of the
cost of managing the program from which it ben-
efits, just as the offshore industry does.

Protects Communities and Ecosystems
from Wildfire Damage. The Budget continues
the long-standing practice of fully funding the
10-year average cost of wildland fire suppression
operations. The Budget also targets funding
for reducing hazardous fuels near communities
where these treatments are most effective at
reducing risks. Priority is given to projects in
communities that have met “Firewise” standards
(or the equivalent), identified acres to be treated,
and invested in local solutions to protect against
wildland fire. In response to last year’s severe fire
season, the Budget increases funding for burned
area rehabilitation.

Strengthens Tribal Nations. The Admini-
stration supports the principle of tribal self-de-
termination and improved outcomes with a $10
million increase over the 2012 enacted level to
assist Tribes when they manage Federal pro-
grams themselves under self-determination con-
tracts and self-governance compacts. Funding
for Contract Support Costs (CSC) is an important
part of self-determination, but it must be balanced
with funding for other tribal program services.
In 2012, the Supreme Court ruled in Salazar v.
Ramah Navajo Chapter that past appropriations
language was not sufficiently constructed to ex-
ecute the longstanding policy of managing CSC
costs. The Court identified five remedies, ranging
from changing payments for CSC through amend-
ments to underlying self-determination authori-
ties, to enacting line-item appropriations for each
contract, to paying the full estimates for CSC.
Consistent with one of the remedies identified in
the Supreme Court ruling, the Budget proposes
a short-term approach for CSC, along with fund-
ing increases for the Bureau of Indian Affairs and
the Indian Health Service, to continue the policy
of supporting self-determination while protecting
funding for other tribal program services. The
Administration looks forward to working with
Tribes and the Congress to develop a balanced,
long-term solution.
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Administration efforts to combat crime in
Indian Country through cooperation between
Federal, State, and tribal entities are making
progress, as demonstrated by a pilot program
to reduce violent crime on selected reserva-
tions. The Budget builds on this progress with
increased funds for operating tribal courts, staff-
ing new detention centers, and coordinating com-
munity policing programs to reduce crime. The
Budget also includes increases to meet needs due
to growing enrollment at tribal colleges and to
promote economic development and job growth in
Indian Country through technical and scientific
support for natural resources management and
renewable energy potential.

Improves Oversight and Use of Federal
Dollars

Reforms Federal Oil and Gas Management.
The U.S. Treasury received over $9 billion in 2012
from fees, royalties, and other payments related
to oil and gas development on Federal lands
and waters. A number of recent studies by the
Government Accountability Office and DOI’s
Inspector General have found that taxpayers
could earn a better return through policy chang-
es and more rigorous oversight. The Budget pro-
poses a package of legislative reforms to bolster
administrative actions being taken to reform the
management of DOI’'s onshore and offshore oil
and gas programs, with a key focus on improv-
ing the return to taxpayers from the sale of these
Federal resources and on improving transparency
and oversight. Proposed statutory and adminis-
trative changes fall into three general categories:
advancing royalty reforms; encouraging diligent
development of oil and gas leases; and improving
revenue collection processes.

Royalty reforms include establishing minimum
royalty rates for oil, gas, and similar products; in-
creasing the standard onshore oil and gas royalty
rate; piloting a price-based sliding scale royalty
rate; and repealing legislatively-mandated roy-
alty relief. Diligent development requirements
include shorter primary lease terms, stricter en-
forcement of lease terms, and monetary incen-

tives to get leases into production (e.g., a new
per-acre fee on nonproducing leases). Revenue
collection improvements include simplification of
the royalty valuation process, elimination of in-
terest accruals on company overpayments of roy-
alties, and permanent repeal of DOI’s authority
to accept in-kind royalty payments. Collectively,
these reforms will generate roughly $2.5 billion
in net revenue to the Treasury over 10 years.
Many States will also benefit from higher Federal
revenue sharing payments as a result of these re-
forms.

Reforms Mining Operations and Reduces
the Environmental Impacts of Mining. The
Budget addresses the environmental impacts of
past mining by dedicating and prioritizing funds
to clean up abandoned mines. Currently, DOI
collects from the coal industry an abandoned
mine lands (AML) fee for cleaning up abandoned
mines. The Budget proposes to establish a new
AML fee on hardrock mining, with receipts used
by States, Tribes, and Federal agencies to restore
the most hazardous hardrock AML sites on both
public and private lands. For non-Federal lands,
each State and Tribe would select its own priority
projects according to national criteria, similar to
how coal AML funds are allocated. A hardrock
AML fee would hold the hardrock mining indus-
try accountable for legacy sites in the same man-
ner as the coal mining industry is held account-
able today.

Eliminates Wasteful Spending and
Provides a Fair Return to Taxpayers from
Mineral Development. The Budget proposes
a number of other actions that eliminate waste-
ful spending and ensure taxpayers receive a fair
return from mining on Federal lands, including:

¢ Charging a royalty on select hardrock min-
erals, such as silver, gold and copper;

¢ Terminating unwarranted payments to coal-
producing States and Tribes that no longer
need funds to clean up abandoned coal mines;

e Extending net receipts sharing, where
States receiving mineral revenue payments
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help defray the costs of managing the min-
eral leases that generate the revenue; and
Reauthorizing the Helium Fund and encour-
aging the development of a fair-market price
for helium sales.

Increases Investments in Science and
Evaluation to Support Decision-Making.
The Budget provides strong support for basic and
applied science in support of decision-making,
including over $960 million for research and de-
velopment, an 18 percent increase over the 2012
enacted level. This funding supports scientific
monitoring, research, and analysis to assist de-
cision-making in resource management and the
special trust responsibilities of DOI and other
federally mandated and nationally-significant
programs. Specific activities supported include
energy permitting, ecosystem management, oil
spill restoration, Earth observations (such as wa-
ter and wildlife monitoring), and tribal natural
resource management.

The Budget also funds four independent evalu-
ations to increase the use of evidence and analysis
to promote rigor, transparency, and independence

in decision-making at DOI. The Bureau of Indian
Education (BIE) will commission an independent
evaluation to examine the role of BIE and guide
future reforms to improve educational opportu-
nities for Native American children. DOI will
also conduct a comprehensive evaluation of
Federal policy and engagement on Indian water
rights issues that analyzes options to improve
policies, programs, and budgetary coordination.
This evaluation will help to strengthen the over-
sight, management and analytical capabilities
of the Indian Water Rights Office and other bu-
reaus and offices that work on these issues. The
Budget supports the Bureau of Reclamation’s
in-house analytical capabilities to allow for more
rigorous economic and evidence-based evaluation
of Reclamation’s programs, projects, and opera-
tions. Finally, DOI will commission an indepen-
dent, public evaluation of the Payments in Lieu of
Taxes (PILT) program, which expires at the end
of 2013 and is proposed for a one-year extension.
The evaluation will look at PILT—in both concept
and practice—with a goal of developing options
to put the program on a sustainable long-term
funding path.
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Funding Highlights:

Provides $47.6 billion for Department of Housing and Urban Development (HUD) programs,
an increase of $4.2 billion, or 9.7 percent, above the 2012 enacted level. Over 90 percent

of this funding increase is used to maintain current levels of rental and homelessness assis-
tance for vulnerable families. The Budget also makes investments to revitalize high-poverty
neighborhoods, reduce blight in communities hardest hit by the foreclosure crisis, and support
sustainable economic development. Savings are achieved through reduced funding for new
affordable housing construction and reforms to the Department’s rental assistance programs
that do not reduce the number of families served.

Includes $37.4 billion to provide rental housing assistance to 4.7 million low-income fami-
lies and $2.4 billion to continue progress toward the Administration’s goal to end chronic
homelessness and homelessness among veterans and families.

Provides $400 million to transform neighborhoods with distressed HUD-assisted housing and
concentrated poverty into opportunity-rich, mixed-income neighborhoods. This investment
reflects the President’'s commitment to creating ladders of opportunity in high-poverty Promise
Zones across the United States.

Maintains support for housing counseling services, including assistance for families in
danger of foreclosure, and continues to offer loss mitigation solutions for Federal Housing
Administration-insured borrowers. The Budget also includes actions to reduce the Federal
Housing Administration’s exposure to risk and proposes reforms to strengthen its programs,
which continue to play a critical role in the national mortgage market.

Provides $3 billion for the Community Development Block Grant program and neighborhood
stabilization activities, including $200 million in new competitive funding to further reduce and
repurpose vacant and blighted properties and create jobs in communities hardest hit by the
foreclosure crisis. The Budget also continues to support an investment of $15 billion for the
Project Rebuild program to bring neighborhood stabilization to national scale.

Includes $75 million to help communities develop comprehensive housing and transportation
plans that increase transit-accessible housing, reduce energy consumption and greenhouse
gas emissions, and expand economic opportunities.
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ous reporting and evaluation requirements.

funds to areas with the highest need.

more equitable Public Housing rents.

e Expands the Moving to Work Program to test innovative, locally-driven rental assistance
policies to achieve positive outcomes for families, streamline program administration, and re-
duce Federal costs. To build evidence of what works, this expansion is accompanied by rigor-

* Provides $726 million to address the housing needs of Native American Tribes and $332
million for a modernized Housing Opportunities for Persons with AIDS program that will target

* Reduces funding for the HOME Investment Partnerships program. The Budget mitigates this
reduction by providing $1 billion to capitalize the Housing Trust Fund to expand the supply of
housing targeted to very-low income families.

* Reduces costs in HUD’s core Rental Assistance programs by simplifying administration of the
medical expense deduction, better targeting rental assistance to the working poor, and setting

The Department of Housing and Urban
Development (HUD) supports home owner-
ship, access to affordable housing free from dis-
crimination, and community development. The
President’s Budget provides $47.6 billion for
HUD programs to support these efforts, an in-
crease of $4.2 billion over the 2012 enacted level.
Increases are provided to protect vulnerable
families and support community-centered invest-
ments, including funding to revitalize neighbor-
hoods with distressed HUD-assisted housing and
concentrated poverty. To build evidence of what
works, State and local public housing authorities
are offered program flexibilities in exchange for
designing and rigorously evaluating innovative
programs and policies. The constrained fiscal
environment also forced tough choices, including
funding reductions to programs that increase the
supply of affordable housing.

Provides Housing Assistance to
Vulnerable Families

Supports Affordable Rental Housing for
4.5 million Families. The Budget includes $20
billion for the Housing Choice Voucher program
to help more than 2.2 million low-income families

afford decent housing in neighborhoods of their
choice. This funding level supports all existing
vouchers and provides 10,000 new vouchers tar-
geted to homeless veterans. The Budget also in-
cludes $10.3 billion for the Project-Based Rental
Assistance program to maintain affordable rental
housing for 1.2 million families, and provides $6.6
billion in operating and capital subsidies to pre-
serve affordable public housing for an additional
1.1 million families. An additional $10 million
for the Rental Assistance Demonstration will be
targeted to Public Housing properties in high-
poverty neighborhoods, including designated
Promise Zones, where the Administration is also
supporting comprehensive revitalization efforts.

Makes Progress on the Federal Strategic
Plan to Prevent and End Homelessness.
The Budget provides $2.4 billion for Homeless
Assistance Grants, $480 million above the 2012
enacted level. This funding maintains the ap-
proximately 325,000 HUD-funded beds that as-
sist the homeless nationwide and expands rapid
re-housing and permanent supportive housing.
Backed with new data and emerging best practic-
es across the United States, this evidence-based
investment will make further progress toward
the goals laid out in the Federal Strategic Plan.
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Supports the Housing Sector and
Invests in High-Poverty Communities
and Sustainable Economic Development

Transforms Distressed HUD-Assisted
Housing and High-Poverty Neighborhoods.
The Budget provides $400 million for Choice
Neighborhoods to continue to transform neigh-
borhoods of concentrated poverty into opportu-
nity-rich, mixed-income neighborhoods. This
funding level, which is $280 million above 2012
enacted, will be used to revitalize HUD-assisted
housing and surrounding neighborhoods through
partnerships between local governments, hous-
ing authorities, nonprofits, and for-profit devel-
opers. A portion of these funds will be targeted
to designated Promise Zones—high-poverty com-
munities where the Federal Government will
work with local leadership to invest and engage
more intensely to create jobs, leverage private
investment, increase economic activity, reduce
violence and expand educational opportunities.
To further support Promise Zones, the Budget
includes companion investments of $300 mil-
lion in the Department of Education’s Promise
Neighborhoods program and $35 million in the
Department of Justice’s Byrne Criminal Justice
Innovation Grants program, as well as tax in-
centives to promote investment and economic
growth.

Supports the Mortgage Market and Helps
Borrowers Who are at Risk of Foreclosure.
The Administration projects that the Federal
Housing Administration (FHA) will insure $178
billion in mortgage loans in 2014, supporting new
home purchases and refinanced mortgages that
significantly reduce borrower payments. FHA
financing was used for 27 percent of home pur-
chase loans in 2011, including an estimated 41
percent of first-time homeowners. FHA’s loss
mitigation program minimizes the risk of finan-
cially struggling borrowers going into foreclo-
sure, and since the start of the mortgage crisis,
it has helped more than a million homeowners.
Recent increases in FHA premium levels will
boost FHAs capital reserves and increase Federal
revenues. The Budget also includes $132 million
for housing and homeowner counseling through

HUD and the Neighborhood Reinvestment
Corporation (NeighborWorks). Over half of these
funds are dedicated to foreclosure assistance.
NeighborWorks’ National Foreclosure Mitigation
Counseling program has assisted over 1.4 million
households since its inception in 2008.

Invests in Community Development
and Neighborhoods Most Affected by
Foreclosures. The Budget provides $3 billion
for the Community Development Block Grant
(CDBG) program and neighborhood stabilization
activities, and proposes reforms to better target
CDBG investments to address local community
development goals. This funding level includes
$200 million in new competitive funds to continue
mitigating the impacts of the foreclosure crisis.
This funding will provide essential new resources
to help communities hardest hit by the foreclo-
sure crisis while creating jobs through rehabili-
tating, repurposing, and demolishing vacant and
blighted properties. The Budget also continues to
support the $15 billion Project Rebuild program,
which will leverage private capital to bring the
benefits of neighborhood stabilization to national
scale.

Supports Strategic Housing and Infra-
structure Planning and Investments. As part
of the Administration’s multiagency partnership
between HUD, the Department of Transportation,
and the Environmental Protection Agency, the
Budget provides $75 million in Integrated Planning
and Investment Grants to create incentives for
communities to develop and implement compre-
hensive housing and transportation plans, such
as updates to building codes, land use and zoning
ordinances, that result in more resilient econom-
ic development, reduce energy consumption and
greenhouse gas emissions, and increase affordable
housing near public transit. This funding will
support about 30 additional regional and neigh-
borhood planning and implementation grants to
enable communities to align public and private
investments in housing, transportation, and infra-
structure. These efforts also align with a broader
Administration commitment to help communi-
ties improve their resilience to extreme weather
and other climate change impacts through direct
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technical assistance, data and tools on projected
impacts, and other support.

Improves the Way Federal Dollars are
Spent and Builds Evidence of What
Works

Expands the Moving to Work (MTW)
Program with Strong Reporting and
Evaluation Requirements. The Budget pro-
poses to scale up the MTW program, which gives
high-performing state and local Public Housing
Authorities (PHAs) various flexibilities in their
use of Housing Choice Voucher and Public
Housing funds. In exchange for this flexibility,
PHAs will help design and test innovative poli-
cies to support self-sufficiency and other positive
outcomes for families, streamline and consolidate
program delivery, and reduce long-term costs. In
addition, PHAs will report on outcomes associated
with their MTW activities, and those that choose
to implement work requirements, time limits on
assistance, or major rent reform initiatives will
participate in rigorous evaluations.

Reforms the Housing Opportunities for
Persons with AIDS (HOPWA) Program. The
Budget proposes to update the HOPWA program
to better reflect the current case concentration
and understanding of HIV/AIDS and ensure that
funds are directed in a more equitable and effec-
tive manner. This modernization includes a new
formula that will distribute HOPWA funds based
on the current population of people living with
HIV/AIDS, fair market rents, and poverty rates
in order to target funds to areas with the most
need. It also makes the program more flexible,
giving local communities more options to pro-
vide targeted, timely, and cost-effective interven-
tions. The Budget’s $332 million investment in
HOPWA, in combination with the proposed mod-
ernization, will assist local communities in keep-
ing individuals with HIV/AIDS housed, making
it easier for them to stay connected to treatment,
and therefore improving health outcomes for this
vulnerable population.

Supports a New Source of Funding
for Innovative Homeless Programs. The
Administration’s proposed Civilian Property
Realignment Act will help consolidate, reduce,
and realign the Federal civilian real estate foot-
print, as well as expedite the disposal of prop-
erties. At the same time, acknowledging the
long-standing role of homeless assistance in real
property management, the Administration sup-
ports the use of revenue created by the proposed
Board’s action to help prevent and end homeless-
ness. One way to accomplish this would be to al-
locate up to five percent of the future profits from
these real estate sales toward innovative home-
lessness programs. These funds could potentially
be aligned with and distributed through HUD’s
existing Continuum of Care structure, and could
be used in a variety of ways, including possible
“Pay for Success” projects that would make
Federal payments only upon achievement of
clearly defined outcomes.

Makes Tough Choices

Reduces Funding for the HOME Invest-
ment Partnerships Program. The Budget
provides $950 million for the HOME Investment
Partnerships Program, five percent below the
2012 enacted level. At this funding level, HOME
will provide grants to State and local govern-
ments to supply almost 40,000 additional units of
affordable housing for low-income families. This
funding reduction is mitigated by the investment
of $1 billion in mandatory funding for the Housing
Trust Fund to finance the development, rehabili-
tation, and preservation of affordable housing for
extremely-low income families.

Limits Funding for New Housing Con-
struction. The Budget provides a total of $526
million for the Housing for the Elderly and
Housing for Persons with Disabilities programs,
$14 million below the 2012 enacted level. This
funding level will support all 150,000 existing
units in these programs, and includes $40 mil-
lion for additional supportive housing units.
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These investments also directly support research care costs, and help identify what works best in
that will build our understanding of the inter- allowing seniors to age-in-place.
section between supportive housing and health
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Funding Highlights:

Provides $27.6 billion in discretionary funding for the Department of Justice, an increase of
3.1 percent above the 2012 enacted level. Essential Government programs, including law

enforcement, litigation, and prisons and detention, are funded at three percent above 2012
levels.

Invests $395 million in new resources to combat gun violence and ensure that those who
are not eligible to purchase or possess guns are prevented from doing so. The Budget also
provides funding to improve criminal history records information and increase inspections of
the firearms industry.

Includes $93 million in cybersecurity enhancements and ensures that critical investments in
cybersecurity are made in a whole-of-government manner and that cross-agency priorities
receive attention.

Contributes to the Department’s national security duties by providing more than $3.5 billion for
the Federal Bureau of Investigation and National Security Division programs that are critical to
mitigating and countering the threat of terrorism.

Funds activations of recently constructed or acquired prisons, including the Thomson, lllinois
correctional facility. The Budget also provides additional contract beds to address growth by
alleviating crowding throughout the prison system.

Sustains efforts to combat major drug trafficking organizations and targets transnational
organized crime syndicates.

Increases funding for general legal activities, including civil rights, intellectual property, and
financial fraud enforcement.

Improves reentry initiatives by expanding Second Chance Act programs and works to reduce
recidivism rates by providing drug treatment, increasing alternatives to incarceration, and
strengthening family and parental ties.

Supports additional immigration judge teams and system improvements to address the
immigration case backlog. Expanding the Department’s capacity to process immigration
cases is a crucial part of current immigration policy, as well as commonsense immigration
reform efforts to fix the broken immigration system so that everyone plays by the same rules.
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* Increases by 10 percent above the 2012 enacted level State and local criminal justice
assistance by making critical investments in programs that promote public safety.

e Ensures that Federal funds flow to evidence-based activities by making additional resources
available for alternatives to incarceration, gun safety initiatives, police hiring, and other
evidence-based initiatives to improve the targeting and effectiveness of grant assistance.

The Department of Justice (DOJ) is respon-
sible for enforcing laws and defending the inter-
ests of the United States; protecting the public
against foreign and domestic threats; providing
Federal leadership in preventing and controlling
crime; punishing those guilty of unlawful behav-
ior; and ensuring fair and impartial administra-
tion of justice for all Americans. The President’s
Budget supports these commitments and pro-
tects the progress that has already been made in
key areas, while continuing to reflect the need to
operate within fiscal constraints.

Enforces Laws and Protects
U.S. Interests

Improves Law Enforcement’s Ability
to Implement and Enforce Gun Safety
Measures. To better protect American commu-
nities from gun-related violence and mass shoot-
ings, the Budget includes an increase of $173 mil-
lion above the 2012 enacted level to help Federal
law enforcement continue to combat gun violence.
These funds will support DOJ’s ability to perform
additional background checks, increase the fre-
quency of inspections of federally-licensed fire-
arms dealers, improve tracing and ballistics anal-
ysis, and keep guns out of the hands of dangerous
criminals and other prohibited persons.

Promotes Cybersecurity Initiatives. Cyber
threats are constantly evolving and require a
coordinated and comprehensive plan for protec-
tion and response. As we continue to see across
the Nation, no sector, network, or system is im-
mune from penetration by those who seek to
make financial gain, to perpetrate malicious
and disruptive activity, or to steal commercial or
Government secrets and property. The Budget,

therefore, identifies and promotes cross-agency
cybersecurity initiatives and priorities, includ-
ing improving cybersecurity information sharing
while protecting individual privacy and civil lib-
erties and enhancing State and local capacity to
respond to cyber incidents.

Preserves National Security and Counters
the Threat of Terrorism. Battling the threat of
terrorism and preserving national security, while
remaining true to our values, continues to be a top
priority for DOJ. The Budget maintains funding
related to the High-Value Detainee Interrogation
Group, the Joint Terrorism Task Forces, and the
Federal Bureau of Investigation (FBI) intelli-
gence gathering and surveillance capabilities, as
well as other critical counterterrorism and coun-
terintelligence programs housed within the FBI
and the National Security Division.

Maintains Safe and Secure Prison Capacity.
The Budget proposes $8.6 billion, a 4.3 percent
increase over the 2012 enacted level, for Federal
prisons and detention facilities. These funds are
provided to continue activation of newly complet-
ed or acquired prisons, and to provide additional
contract beds to address growth by alleviating
crowding in low security facilities and system-
wide. Opportunities to reduce the prison popula-
tion, with a focus on non-violent offenders, will
continue to be explored.

Sustains Drug Enforcement Efforts and
Targets Transnational Organized Crime.
The Budget provides $2.6 billion for drug en-
forcement and organized crime targeting pro-
grams. This funding includes an increase of $3
million for the International Organized Crime
Center to help further implement strategies to
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combat major drug trafficking organizations and
transnational organized crime syndicates.

Combats Financial Fraud, Promotes
Innovation, and Protects Civil Rights.
Ensuring honest and fair competition and pro-
tecting the rights and property of citizens are
paramount to our economy and American com-
petitiveness. As a result, the Budget provides
an additional $55 million to continue supporting
aggressive efforts to investigate and prosecute fi-
nancial, mortgage, and other fraud, while also con-
tinuing to counter intellectual property crimes.
Additionally, the Budget provides enhancements
to ensure the protection of civil rights, including
enforcing Federal prohibitions against racial and
ethnic discrimination.

Improves the Way Federal
Dollars are Spent

Enhances Reentry and Recidivism
Initiatives. The Administration is committed
to a comprehensive strategy to contain incarcera-
tion costs over the long term by assisting inmates
with reentering society and reducing the popu-
lation of individuals who return to prison after
being released, while improving public safety. To
do this, the Budget provides $15 million for the
Bureau of Prisons to expand the Residential Drug
Abuse Program and $6 million to expand alterna-
tives to traditional incarceration, including home
monitoring programs. Additionally, through
State and local assistance programs, the Budget
provides $119 million for the Second Chance Act
Grant program to reduce re-offending and help
ex-offenders return to productive lives, $19 mil-
lion for Residential Substance Abuse Treatment
in the Nation’s prisons and jails to help break the
cycle of drug offending, and $10 million to expand
Hawaii’s HOPE Probation project with “swift and
certain” sanctions to other sites. The Budget also
addresses the needs of children of incarcerated
persons by including funding to expand children
and family visitations, develop and disseminate
information about child support rules and regu-
lations, and evaluate arrest policies to minimize
the impact on children.

Addresses the Immigration Case Backlog.
A key component of any immigration policy is
ensuring that immigration cases are processed
efficiently and fairly. The Budget, therefore, pro-
vides enhancements to the Executive Office for
Immigration Review to add 30 new immigra-
tion judge teams, expand the successful Legal
Orientation Program, and establish a pilot pro-
gram to implement additional efficiencies in
the immigration court system. Together, these
proposals will help increase efficiency in the
immigration courts.

Invests in State and Local Public
Safety Initiatives That Work

Promotes Smart Crime Strategies
That Protect the Public and Reduce
Incarceration. The Budget also invests in sev-
eral programs to promote better public safety
and help reduce State and local corrections sys-
tem costs. For example, the Budget invests $44
million in Problem-Solving Grants, which sup-
port drug courts, mentally ill offender assistance,
and other problem solving approaches to work
with special needs offenders while minimizing
costly incarceration. The Justice Reinvestment
Initiative, funded at $85 million, works with
States to reduce unnecessary incarceration and
reinvest the savings in efforts that promote pub-
lic safety. In coordination with the Department
of Education’s School Climate Transformation
Grants, the Budget also proposes $20 million for
a Juvenile Justice and Education Collaboration
Assistance program to help reduce juvenile ar-
rests (and the “school-to-prison pipeline”) while
improving school safety. With 2.3 million individ-
uals in U.S. prisons, 1 in 32 American adults un-
der correctional supervision, and 71,000 juveniles
held in juvenile facilities, these programs aim to
achieve improved public safety using evidence-
based strategies and data-driven approaches.

Prioritizes Evidence-Based Practices
That Work at the State and Local Level.
The Budget bolsters the Administration’s ef-
forts to ensure that more Federal grant funding
flows to evidence-based activities and helps to
advance knowledge of what works in State and
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local criminal justice. To accomplish this objec-
tive, the Budget increases set-asides for research,
evaluation, and statistics; couples the formula
Byrne Justice Assistance Grant and Juvenile
Accountability Block Grant programs with com-
petitive incentive grants that provide “bonus”
funds to States and localities for better, evidence-
based use of formula funds; expands the Pay for
Success initiative; adopts a more evidence-based,
data-driven use of competitive grant funds; and
invests in the expansion of CrimeSolutions.gov, a
“what works” clearinghouse for best practices in
criminal justice, juvenile justice, and crime victim
services.

Expands Gun Safety Initiatives and
Works to Prevent Mass Casualty Violence.
The Budget includes $222 million to help State
and local governments continue implement-
ing the Administration’s proposals for increas-
ing firearms safety and supporting programs
that help keep communities safe from mass ca-
sualty violence. Included in these initiatives
are $150 million for the Comprehensive School
Safety Program, $55 million in grants to improve
the submission of State criminal and mental
health records to the National Instant Criminal
Background Check System, $15 million to im-
prove police officer safety, and $2 million to devel-
op better gun safety mechanisms to prevent the
use of firearms by unauthorized users.

Renews Efforts to Promote Juvenile
Justice and Fight Youth Violence. The Budget
provides $332 million for the Department’s
Juvenile Justice Programs and includes evidence-
based investments to prevent youth violence,
including $25 million to fund the Community-
Based Violence Prevention Initiative, which
would provide grants to replicate successful
community-based interventions to control shoot-
ings and other serious gang violence, and $4 mil-
lion for the National Forum on Youth Violence
Prevention, which provides assistance for select-
ed communities across the Nation to develop and
implement youth violence strategies. The Budget
also includes $20 million for the Juvenile Justice

Realignment Incentive Grants, which, in tan-
dem with the $30 million reserved for Juvenile
Accountability Block Grants, will assist States
that are pursuing evidence-based, juvenile jus-
tice system alignment to foster better outcomes
for young people, less costly use of incarceration,
and increased public safety. Further, the Budget
makes available $23 million for research and pi-
lot projects focused on developing appropriate
responses to youth exposed to violence.

Promotes Community Policing. The
Budget provides $440 million to support evi-
dence-based community policing in the Nation’s
local law enforcement agencies. While a portion
of this funding will support the Comprehensive
School Safety Program and be used to hire school
resource officers and mental health professionals
and make other investments in school safety, $257
million is provided for the hiring and retention
of police officers and sheriffs’ deputies across the
United States, and includes a preference for the
hiring of post-9/11 military veterans and school
resource officers. Of the total, $35 million is set
aside for Tribal Law Enforcement to help ensure
the safety and security of our tribal partners.
The Budget also includes $4 billion in immediate
assistance for the retention, rehiring, and hiring
of police officers, as requested by the President in
his proposed American Jobs Act.

Continues Efforts to Combat Violence
Against Women. The Budget provides $413
million to reinforce efforts to combat and respond
to violent crimes against women. These grants
play a critical role in helping to create a coordi-
nated community response to this problem. As a
result of prior investments in this area, civil and
criminal justice systems are more responsive to
victims. Crimes of violence committed against
women have declined in recent years. Yet, reduc-
ing such violence and meeting the needs of the
almost 1.3 million women victimized by rape and
sexual assault annually, and the nearly seven
million victims of intimate partner violence each
year, remains a critical priority.
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Funding Highlights:

Provides $12.1 billion in discretionary funding for the Department of Labor, an increase

of more than $20 million from the comparable 2012 level. The Budget continues critical
investments in training and resources for job seekers. It also includes savings from projected
reductions in workload for the Unemployment Insurance program and administrative
efficiencies.

Improves services for workers and job seekers by modernizing the Federal job training
system, including through the creation of a Universal Displaced Worker program. Invests
$150 million in a competitive Workforce Innovation Fund to engage States and localities in
identifying effective models and establishes a Community College to Career Fund to invest in
successful job training partnerships between community colleges and business.

Ensures that Americans who have lost their jobs have the help they need to develop their
skills and return to work and creates employment opportunities for the long-term unemployed
and low-income adults and youth.

Strengthens Job Corps by improving its outcomes and cost-effectiveness and creating
stronger oversight.

Provides improved re-employment services to newly-separated veterans and focuses
resources on veterans with disabilities or other significant barriers to employment.

Maintains support for agencies that protect workers’ wages, benefits, health and safety,
and invests in preventing and detecting the misclassification of employees as independent
contractors.

Assists workers who need to take time off to care for a child or other family member by
helping States launch paid leave programs.

Safeguards workers’ pensions by encouraging companies to fully fund their employees’
promised benefits and assuring the long-term solvency of the Federal pension insurance
system.

Improves the solvency of the Unemployment Insurance system by encouraging States to fully
fund their programs and works to reduce improper payments in the Unemployment Insurance
program to improve program integrity and cost-effectiveness.
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e Protects workers who suffer injuries and fatalities while on the job and their families by
modernizing and improving the operation of Federal workers’ compensation systems.

e Builds knowledge about which programs work, including through new approaches to reducing
recidivism and increasing employment for young ex-offenders.

The Department of Labor (DOL) is charged
with promoting the welfare of American workers,
job seekers, and retirees, a mission that is critical
to the Nation’s continued economic recovery and
long-term competitiveness. To support this mis-
sion, the Budget provides more than $12.1 billion
in discretionary funding for DOL. This funding
level allows substantial investments to support
workers and is coupled with significant reforms
to better help people gain skills, regain their foot-
ing after a job loss, and find new employment op-
portunities. The Budget also makes investments
to bolster the enforcement of critical wage and
hour, whistleblower, and worker safety laws.

Invests in a Competitive Workforce

Promotes New Approaches to dJob
Training and Employment Services. As the
economy changes, training and employment pro-
grams must continually innovate and adapt to ef-
fectively help American workers gain the skills
they need to find new jobs and careers.

® Modernizes, Streamlines, and Strengthens
the Delivery of Training and Employment
Services. Today more than 40 programs at
11 Federal agencies deliver job training and
employment services. The Administration
believes we should be doing everything we
can to make it easier for people who need
help to find a job or build their skills for a
better one, and for employers who need to
find well-qualified workers. The Administra-
tion is exploring opportunities to revisit how
the Federal Government funds job training
and employment services, including the pos-
sibility of reorganizing some of the existing

training programs that serve overlapping
populations. For example, the Budget pro-
poses a Universal Displaced Worker pro-
gram that will reach up to a million workers
a year with a set of core services, combining
the best elements of two more narrowly-
targeted programs. Any reform must ensure
that the needs of particularly vulnerable job-
seekers and workers continue to be met and
ensure greater accountability and transpar-
ency about the performance of federally sup-
ported job training providers and programs.
The Administration looks forward to working
with the Congress and other stakeholders on
job training reform in the coming year.

Drives Innovation. To spur innovation, the
Budget provides $150 million for the Work-
force Innovation Fund. The Fund tests new
ideas that States and regions bring forward
to implement systemic reforms and replicate
evidence-based strategies for training and
helping workers find jobs. DOL will contin-
ue to administer the Fund, working closely
with agencies that support educational, em-
ployment, and related services. Within the
Fund, $10 million is dedicated to building
knowledge about which interventions are
most effective for disconnected youth. The
Budget also provides $80 million to increase
the set-aside for governors in the Workforce
Investment Act formula grants from 5 per-
cent to 7.5 percent in order to boost States’
capacity to engage in program improvements
and reform. In addition, the Budget pro-
vides $25 million to support new, evidence-
informed efforts to improve employment
outcomes for older Americans.
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e Strengthens Community Colleges to Train
Workers for Available Jobs. Too often, em-
ployers struggle to find workers with the
skills they need, even as millions of Ameri-
cans look for work. The Budget funds an $8
billion Community College to Career Fund
jointly administered by DOL and the Depart-
ment of Education to support State and com-
munity college partnerships with businesses
to build the skills of American workers. The
Fund will build on the Trade Adjustment
Assistance Community College and Career
Training Grants, for which 2014 is the final
year of funding.

Helps the Unemployed and Low-Income
Adults and Youth. As we work to strengthen
and rebuild our economy from the worst economic
downturn since the Great Depression, it is critical
to provide a helping hand and a viable path back
to work for those who have had their lives disrupt-
ed by unemployment. Unemployment Insurance
(UD) benefits have helped American families stay
afloat, keeping 2.3 million individuals—includ-
ing 600,000 children—from falling into poverty
in 2011 alone. With Emergency Unemployment
Compensation extended through the end of
2013, the Administration is focused on help-
ing the long-term unemployed get back to work.
The Budget proposes a $4 billion Reemployment
NOW program, which incorporates a number of
reforms to help Ul claimants and other long-term
unemployed individuals get back to work more
quickly. The Budget also includes a $12.5 billion
Pathways Back to Work Fund to make it easier
for workers to remain connected to the workforce
and gain new skills for long-term employment.
This initiative will support summer and year-
round jobs for low-income youth, subsidized em-
ployment opportunities for unemployed and low-
income adults, and other promising strategies
designed to lead to employment. In addition, the
Budget builds upon the demonstration authority
that was included in the Middle Class Tax Relief
and Job Creation Act of 2012, providing $25 mil-
lion to encourage innovative States to come for-
ward with new and better strategies for getting
Ul beneficiaries back to work.

Reforms Job Corps. The Budget continues
the Administration’s commitment to improving
and reforming the Job Corps program, which
provides comprehensive services and support to
some of the Nation’s most disadvantaged youth.
These reforms include closing a small number of
Job Corps centers that are chronically low-per-
forming, identifying and seeking to replicate the
practices of high-performing centers, and adopt-
ing cost-saving reforms. In addition, the Budget
proposes steps to strengthen financial and con-
tract oversight, so the program can continue to
provide valuable services to disadvantaged youth
while maintaining strong internal controls and
ensuring that its contracts are procured at the
lowest risk and the best value to the Federal
Government.

Improves Career Transitions for Newly-
Separated Veterans. Over the past 18 months,
the President has announced a series of actions
to combat the high levels of veterans’ unemploy-
ment and to provide greater support for service-
members seeking to transition to civilian educa-
tion and employment. Although the number of
unemployed veterans remains too high, especial-
ly for post-9/11 veterans, over the past year there
has been an encouraging downward trend in the
overall veterans’ unemployment rate, consistent
with the decline in the national unemployment
rate. DOL, in partnership with the Departments
of Defense and Veterans Affairs, is implementing
the first major redesign of transition assistance
services in over 20 years. This new program,
Transition Goals, Plans, Success (Transition
GPS), will help servicemembers more effectively
transition to civilian life and find employment
that capitalizes on the skills they have developed
through their service. DOL is also providing in-
creased access to intensive reemployment ser-
vices for post-9/11 veterans, helping employers
take advantage of tax credits for hiring veterans,
and continuing its work to connect veterans with
available jobs. The Budget builds on these efforts
and will fully fund the cost to DOL of meeting the
expected level of military separations and refocus
its grants to serve veterans with disabilities or
other significant barriers to employment. In addi-
tion, the Workforce Innovation Fund includes $50
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million for projects to address the employment
needs of veterans—including recently separated
veterans—and to improve employment services
for military families and members of the Guard
and Reserves who face unique challenges in
the civilian workforce because of their military
commitments.

Maintains Strong Support for Worker
Protection. The Budget includes nearly $1.8 bil-
lion for DOL’s worker protection agencies, putting
them on sound footing to meet their responsibili-
ties to protect the health, safety, wages, working
conditions, and retirement security of American
workers. The Budget preserves recent invest-
ments in rebuilding DOL’s enforcement capacity
and makes strategic choices to ensure funding is
used for the highest priority activities.

e Strengthens Enforcement of Wage and Hour
and Family Leave Laws. The Budget provides
an increase of $3.4 million for the Wage and
Hour Division (WHD) for increased enforce-
ment of the Fair Labor Standards Act and
the Family and Medical Leave Act, which en-
sure that workers receive appropriate wages,
overtime pay, and the right to take job-pro-
tected leave for family and medical purpos-
es. The Budget also provides $5.8 million for
WHD to develop a new integrated enforce-
ment and case management system to allow
investigators to capture higher quality and
more timely data to analyze trends in la-
bor law violations, target investigations and
compliance assistance efforts, and evaluate
the impact and quality of enforcement.

e Promotes Worker Health and Safety. The
Budget provides $571 million for the Occu-
pational Safety and Health Administration
(OSHA), allowing OSHA to inspect hazard-
ous workplaces and work with employers
to help them understand and comply with
safety and health regulations. The Budget
includes an additional $5.9 million to bolster
OSHA’s enforcement of the 21 whistleblower
laws that protect workers and others who
are retaliated against for reporting unsafe
and unscrupulous practices.

e Protects the Health and Safety of the Nation’s
Miners. The Budget provides $381 million
for the Mine Safety and Health Administra-
tion (MSHA), including additional funding
for MSHA'’s enforcement programs to enforce
and promote mine safety and health laws
and to implement recommendations from
the Internal Review conducted in the wake
of the Upper Big Branch mine disaster.

e Detects and Deters the Misclassification of
Workers as Independent Contractors. When
employees are misclassified as independent
contractors, they are deprived of benefits and
protections to which they are legally entitled,
such as minimum wage, overtime, unemploy-
ment insurance, and anti-discrimination pro-
tections. Misclassification, together with the
underreporting of cash income for those paid
as independent contractors, also costs tax-
payers money in lost funds for the Treasury
and in Social Security, Medicare, the Unem-
ployment Trust Fund, and State programs.
The Budget includes approximately $14 mil-
lion to combat misclassification, including
$10 million for grants to States to identify
misclassification and recover unpaid taxes
and $4 million for personnel at WHD to
investigate misclassification.

Provides Greater Security for
American Workers and Retirees

Encourages State Establishment of
Family Leave Initiatives. Too many American
workers must make the painful choice between
the care of their families and a paycheck they
desperately need. While the Family and Medical
Leave Act allows many workers to take job-pro-
tected unpaid time off, millions of families cannot
afford to use unpaid leave. A handful of States
have enacted policies to offer paid family leave,
but more States should have the chance to follow
their example. The Budget includes a $5 million
State Paid Leave Fund to provide technical assis-
tance and support to States that are considering
paid leave programs.
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Promotes Equal Pay for Equal Work.
According to the latest Census statistics, full-
time working women earn 77 cents to every
dollar earned by men, and the gap is significantly
more for women of color. The Budget makes im-
portant investments to help ensure that women
receive equal pay for equal work. It provides
additional resources to strengthen the pay dis-
crimination enforcement efforts of DOL’s Office of
Federal Contract Compliance Programs and the
Equal Employment Opportunity Commission,
agencies that work to secure equal employment
opportunities for all workers.

Strengthens the Pension Benefit Guaranty
Corporation to Protect Worker Pensions.
The Pension Benefit Guaranty Corporation
(PBGC) acts as a backstop to insure pension pay-
ments for workers whose companies have failed.
Currently, PBGC’s pension insurance system is
itself underfunded, and PBGC’s liabilities ex-
ceed its assets. PBGC receives no taxpayer funds
and its premiums are currently much lower than
those a private financial institution would charge
for insuring the same risk. The Budget proposes
to give the PBGC Board the authority to adjust
premiums and directs PBGC to take into account
the risks that different sponsors pose to their re-
tirees and to PBGC. This reform will both encour-
age companies to fully fund their pension benefits
and ensure the continued financial soundness of
PBGC. In order to ensure that these reforms are
undertaken responsibly during challenging eco-
nomic times, the Budget would require a year of
study and public comment before any implemen-
tation and the gradual phasing in of any premium
increases. This proposal is estimated to save $25
billion over the next decade.

Establishes Automatic Workplace Pensions
and Expands the Small Employer Pension
Plan Startup Credit. Currently, 78 million work-
ing Americans—roughly half the workforce—lack
employer-based retirement plans. The Budget
proposes a system of automatic workplace pen-
sions that will expand access to tens of millions
of workers who currently lack pensions. Under
the proposal, employers who do not currently of-
fer a retirement plan will be required to enroll

their employees in a direct-deposit Individual
Retirement Account (IRA) that is compatible
with existing direct-deposit payroll systems.
Employees may opt out if they choose. To mini-
mize burdens on small businesses, those with 10
or fewer employees would be exempt. Employers
would also be entitled to a tax credit of $25 per
participating employee—up to a total of $250 per
year—for six years. To make it easier for small
employers to offer pensions to their workers in
connection with the automatic IRA proposal, the
Budget will increase the maximum tax credit
available for small employers establishing or ad-
ministering a new retirement plan from $500 to
$1,000 per year. This credit would be available for
four years.

Strengthens the UI Safety Net and
Improves Program Integrity. The combina-
tion of chronically underfunded reserves and
the economic downturn has placed a consider-
able financial strain on States’ UI operations.
Currently, 23 States owe more than $28 billion to
the Federal Ul trust fund. As a result, employers
in those States are now facing automatic Federal
tax increases, and many States have little pros-
pect of paying these loans back in the foreseeable
future. At the same time, State UI programs have
large improper payment rates. It is important to
put the UI system back on the path to solvency
and financial integrity while maintaining bene-
fits for job seekers. The Budget provides immedi-
ate relief to employers to encourage job creation
now, reestablishing State fiscal responsibility
going forward, and working closely with States
to eliminate improper payments. Under this pro-
posal, employers in indebted States would receive
tax relief for two years. To encourage State sol-
vency, the proposal would also raise the minimum
level of wages subject to unemployment taxes in
2016 to a level slightly less in real terms than it
was in 1983, after President Reagan signed into
law the last wage base increase. The higher wage
base would be offset by lower tax rates to avoid a
Federal tax increase.

The Administration has also taken a number of
steps to address program integrity in States that
have consistently failed to place enough emphasis
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on combating improper payments in their Ul pro-
grams. The Administration’s aggressive actions
have given States a number of tools to prevent
improper payments, and reducing State Ul er-
ror rates remains an Administration priority.
The Budget includes several additional propos-
als to help States combat improper payments in
their Ul programs, including providing funds for
the recently established UI Integrity Center of
Excellence and mandating State participation in
the Treasury Offset Program, State Information
Data Exchange System, and the Prisoner Update
Processing System.

Modernizes Workers’ Compensation
Systems. The Budget includes legislative
proposals to reform two workers’ compensation
programs, authorized by the Federal Employees’
Compensation Act (FECA) and the Defense Base
Act (DBA). FECA covers Federal civilian em-
ployees and DBA covers Federal contract em-
ployees working overseas on military bases and
public works projects. Both reforms would pro-
duce Government-wide savings, and improve
the operation of these programs for workers and
families who suffer injuries and fatalities in the
line of duty.

e FECA Reform. FECA has not been substan-
tially updated since 1974. FECA benefits
typically exceed Federal retirement benefits,
which creates an incentive for beneficiaries
to remain on FECA beyond their normal re-
tirement age. In addition, while State work-
ers’ compensation systems have waiting pe-
riods for benefits to discourage less serious
claims, FECA has a three-day waiting period
for non-Postal employees that is imposed too
late in the claims process to be effective. The
Budget acts on longstanding recommenda-
tions from the Government Accountability
Office, the Congressional Budget Office, and
DOL’s Inspector General, as well as numer-
ous Securing Americans Value and Efficien-
cy (SAVE) Award nominations, to amend
FECA to convert future retirement-age ben-
eficiaries to a retirement annuity-level ben-
efit, impose an up-front waiting period for
benefits for all beneficiaries, permit DOL to

recapture compensation costs from respon-
sible third parties, give DOL additional tools
to reduce improper payments, and make oth-
er changes to improve the program. These
reforms would generate Government-wide
savings of more than $500 million over 10
years.

® Defense Base Act Reform. The growth in
Federal contractors working overseas has
brought into sharp focus the need for a more
efficient approach to the DBA. The Budget
proposes a new Government-wide fund to
replace the patchwork of contract coverage
now in effect under the DBA. Since 2002, the
DBA caseload has increased by almost 2,600
percent, from 430 in 2002, to over 11,600 in
2011. DOL has experienced a number of ad-
ministrative challenges in the wake of the
increased workload, including difficulties
in obtaining necessary documentation from
foreign workers and delays in processing
cases originating from war zones. In addi-
tion, under the program’s current structure,
the costs of DBA insurance—which agen-
cies pay through individual contracts—
exceed actual benefits by a significant mar-
gin. Over the past several years, DOL, the
Department of Defense, the Department of
State, and the U.S Agency for International
Development have been working closely to-
gether to reform and improve the operation
of the program, and the Budget reflects the
culmination of those collaborative efforts.
The proposal would replace the current DBA
program with a new Government-wide ben-
efit program—modeled on FECA—under
which benefits would be paid directly from
a Federal fund administered by DOL, and
agencies would be billed only for their share
of benefits and administrative costs.

Supports Evidence-Based Decision-
Making and Achieves Efficiencies

Boosts Funding for Program Evaluation.
During this Administration, DOL has made a
significant commitment to the evaluation of its
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programs, which over time will allow it to drive
more investments toward practices that achieve
better outcomes at lower costs. The Budget builds
on this commitment by increasing to one percent
the amount of program dollars that can be set
aside for evaluation, complementing funds pro-
vided to the Chief Evaluation Office and helping
to support rigorous evaluations.

Builds Knowledge About What Works to
Increase Employment for Ex-Offenders. The
Budget devotes $50 million to test and replicate

innovative and evidence-based strategies for
young ex-offenders. For example, the Budget
seeks to test if non-violent youth will reap the
same benefits from the National Guard’s Youth
ChalleNGe program that other at-risk youth do
such as higher rates of employment, high school
or GED completion, and earning college credit.
To further spur innovation and direct funding
to effective programs, the Budget also dedicates
$10 million to Pay for Success programs designed
to improve employment and reduce recidivism
among ex-offenders.






DEPARTMENT OF STATE AND OTHER
INTERNATIONAL PROGRAMS

Funding Highlights:

Provides a total of $47.8 billion in discretionary funding for the Department of State and U.S.
Agency for International Development, a decrease of six percent from the 2012 enacted level,
due to lower Overseas Contingency Operations activity.

Advances the President’s Global Health Initiative by supporting the Administration’s ambitious
targets for preventing and treating HIV/AIDS; maintaining the U.S. contribution to the Global
Fund for AIDS, Tuberculosis, and Malaria at $1.65 billion; fully funding the Administration’s
pledge to the Global Alliance for Vaccines and Immunization; and scaling up proven child
survival interventions to accelerate progress toward the goals of the Child Survival Call to
Action.

Proposes major reforms to make food aid more cost-effective and have greater impact, while
maintaining robust levels of emergency food assistance and related development assistance
and creating a new $75 million Emergency Food Assistance Contingency Fund.

Continues a multi-year plan for Feed the Future to make strategic investments addressing
the root causes of hunger and poverty to help prevent crises such as the recent famine in the
Horn of Africa and food insecurity crisis in the Sahel.

Provides $909 million for strategic investments to support low-emission, climate-resilient
development, promote investment from the private sector in clean energy and low carbon
infrastructure, and reduce greenhouse gas emissions.

Responds to continuing challenges to stability in the Middle East and North Africa by
providing $580 million to assist countries in transition and create incentives for long-term
economic, political, and trade reforms, building on substantial investments since the Arab
Spring.

Provides over $4 billion to secure overseas personnel and facilities, including sufficient
funding for the State Department to increase embassy security construction to $2.2 billion, as
recommended by the Benghazi Accountability Review Board.

Includes $6.8 billion for the frontline states of Iraq ($2.1 billion), Afghanistan ($3.4 billion),
and Pakistan ($1.4 billion), including $3 billion in base funding and $3.8 billion in Overseas
Contingency Operations funding. The Budget prioritizes core diplomatic and development
activities to ensure strong, lasting partnerships with these countries and to promote stability.
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activities.

National Export Initiative.

important reforms.

* Rebalances diplomatic and assistance resources to the Asia-Pacific region.

e Provides $2.9 billion to the Department of the Treasury for U.S. commitments to the multilateral
development banks and for international environmental, food security, and technical assistance

e Provides $447 million to strengthen efforts at five international trade and investment agencies
to promote international trade, enforce trade agreements, and help meet the goals of the

* Includes provisions to enact the December 2010 International Monetary Fund agreement,
leaving the overall U.S. level of financial participation in the Fund unchanged while instituting

The Department of State, the U.S. Agency for
International Development (USAID), and other
international programs advance the national se-
curity interests of the United States by helping
to build and sustain a more democratic, secure,
and prosperous world. Investing in civilian diplo-
macy and development fosters stability around
the world, supports the goals of the President’s
Policy Directive on Global Development, reduces
poverty, and promotes universal values, which
in turn helps to protect our national security.
International programs also support economic de-
velopment and job creation in the United States
by increasing trade and expanding access for U.S.
businesses to international markets.

The President’s 2014 Budget proposes $47.8
billion for the Department of State and USAID,
including costs for Overseas Contingency
Operations (OCO), a six percent decrease from
the 2012 enacted level, which is largely driven
by a $7.4 billion reduction in OCO funding. The
Administration continues to prioritize funding for
global health to achieve the vision of an AIDS-free
generation, for food security to reduce extreme
poverty and malnutrition and to foster sustained
and inclusive growth, and for combatting climate
change by supporting clean energy and energy
efficiency, reducing deforestation, and building
climate-resilience in developing countries. The
Budget continues the long standing support of
our allies built through security partnerships
that promote regional and global stability. The

Budget also continues to support transitioning
countries in the Middle East and North Africa by
investing in economic and political reform in the
wake of the Arab Spring. The Budget provides
the necessary base resources to maintain critical
diplomatic and development efforts around the
world, including diplomatic operations and assis-
tance in Iraq, Afghanistan, and Pakistan. At the
same time, the Department of State and USAID
are committed to finding efficiencies and cutting
waste, allowing savings to be refocused on the
highest priorities worldwide.

Maintains U.S. Global Leadership

Supports Global Health by Investing in
High-Impact Interventions. The Admini-
stration is investing in proven interventions to
accelerate progress toward the goals of achieving
an AIDS-free generation and an end to prevent-
able child and maternal deaths. The Budget sup-
ports the achievement of aggressive HIV/AIDS
prevention and treatment targets as announced
by the President on World AIDS Day in 2011, and
continuing progress toward eliminating pediatric
AIDS. The Budget builds on the momentum of
the Child Survival Call to Action by increasing
investments in proven child survival interven-
tions, including those addressing malaria, mal-
nutrition, pneumonia, and complications in child-
birth. In recognition of the Global Fund to Fight
AIDS, Tuberculosis, and Malaria’s key role as a
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multilateral partner and its progress in institut-
ing reforms, the Budget provides $1.65 billion to
leverage pledges from other donors and accel-
erate progress against these three diseases. In
addition, the Budget fully funds the balance of the
Administration’s pledge to the Global Alliance for
Vaccines and Immunization.

Reforms Food Aid for More Cost-Effective
Use of Taxpayer Resources. The Budget pro-
poses a major reform of the Nation’s largest food
aid program to make it more cost effective and in-
crease its impact, while maintaining robust levels
of food and development assistance. The Budget
shifts funding from the P.L. 480 Title II (Title II)
account to the International Disaster Assistance
(IDA) account for emergency food needs and to the
Development Assistance account for development
programs. With respect to emergencies, a major-
ity of IDA food aid funding would be used to pur-
chase and ship food from the United States. IDA
funding would also be used to purchase food from
markets near crises, or for interventions such as
cash transfers and vouchers. In the case of devel-
opment programs, non-governmental organiza-
tions that receive Title II development resources
would be funded directly, rather than through the
proceeds from selling U.S. food abroad (moneti-
zation) and, in the case of non-emergency direct
feeding programs, food would be sourced locally,
or from the United States, as appropriate. Early
experience with IDA emergency food aid has
shown that it has not only saved money and time,
among other benefits, but that it has also been in-
valuable for addressing needs in several difficult
crises such as Syria and the recent famine in the
Horn of Africa. The Budget redirects $75 million
of the funding reallocated from Title II to fund
a new Emergency Food Assistance Contingency
Fund to address above-trend emergency food
needs.

The Budget also provides $25 million per year
through the Department of Transportation’s
Maritime Administration for additional target-
ed operating subsidies for militarily-useful ves-
sels and incentives to facilitate the retention of
mariners. Worker adjustment assistance would
be available for remaining eligible mariners.

Fights Hunger by Improving Food
Security. As part of a multi-year plan to ad-
dress the root causes of hunger and poverty, the
Budget increases funding for agriculture develop-
ment and nutrition programs. The recent famine
in the Horn of Africa has underscored the need
for targeted programs to help prevent future
famines and crises in the region and elsewhere.
Administration programs are intended to re-
duce extreme poverty, increase food security, and
reduce malnutrition for millions of families by
2015. The Budget provides bilateral assistance
for Feed the Future, including the New Alliance
for Food Security and Nutrition, and funding
for the multi-donor Global Agriculture and Food
Security Program. These programs direct fund-
ing to poor countries that commit to policy re-
forms and strong country-led strategies to ad-
dress internal food security needs. Assistance
helps countries increase agricultural productiv-
ity, improve agricultural research and develop-
ment, expand markets and trade, and increase
resilience to help prevent recurrent crises. The
Budget also maintains strong support for food
aid and other humanitarian assistance, including
over $4.1 billion to help internally displaced per-
sons, refugees, and victims of armed conflict and
natural disasters.

Combats Global Climate Change by
Promoting Low-Emission, Climate-Resilient
Economic Growth. Building on our robust in-
vestment to date, the Budget provides $909 mil-
lion in 2014 to promote efforts to combat the
drivers of climate change by supporting clean
energy, reducing deforestation, and enhancing
low-emission, climate-resilient development. The
Administration is working in partnership with
national and local governments, and the private
sector, to make effective investments in three key
programmatic areas: 1) multilateral institutions
and bilateral activities that focus on energy ef-
ficiency, renewable energy, and energy sector re-
forms; 2) sustainable land use to combat unsus-
tainable forest clearing for agriculture and illegal
logging, and to promote forest governance; and 3)
programs to build resilience of the communities
and countries most vulnerable to climate change,
and reduce the risk of damage, loss of life, and
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broader instability that can result from extreme
weather and climate events.

Assists Countries in Transition and
Promotes Reforms in the Middle East and
North Africa. Building on the Administration’s
significant and continuing response to the trans-
formative events in the Middle East and North
Africa region, the Budget supports the economic
and security sectors in this region. The Budget
continues, or expands, our bilateral economic
support in countries such as Egypt, Tunisia, and
Yemen where transitions are ongoing. In addi-
tion, the Budget includes $580 million for re-
gional programs and the Middle East and North
Africa Incentive Fund, which will support coun-
tries in transition and provide incentives for
long-term economic and political reforms. This
fund builds upon several initiatives the United
States is supporting to respond to regional devel-
opments since the beginning of the Arab Spring,
including Enterprise Funds, fiscal stabilization
support through cash transfers and loan guar-
antees, and various initiatives through the G8’s
Deauville Partnership, including technical as-
sistance, trade, and asset recovery initiatives. In
addition, base funding for diplomatic operations
in the region is increased by $39 million, support-
ing both increased engagement and measures to
protect diplomatic personnel.

Invests in Security Upgrades. The Budget
provides $4 billion for Department of State secu-
rity programs, including security staff, construc-
tion, and infrastructure upgrades. With addition-
al funds, the Department of State will increase
Diplomatic Security staff by five percent and pro-
vide targeted security upgrades at critical loca-
tions that face heightened threats in the wake of
the attacks on September 11, 2012. The Budget
funds a program level of $2.2 billion for capital
security construction, as recommended by the
Benghazi Accountability Review Board.

Invests in Long-Term Partnerships in
Iraq, Afghanistan, and Pakistan. The Budget
continues to support U.S. security, diplomatic,
and development goals in Afghanistan, Pakistan,
and Iraq while scaling down funding for opera-

tions and assistance, consistent with U.S. policy.
Ongoing resources requested to support strong,
long-term partnerships with these countries
include core diplomatic and development opera-
tional support funding, as well as economic devel-
opment, health, education, governance, security,
and other assistance programs necessary to re-
inforce development progress and promote sta-
bility. OCO funding provides for near-term de-
velopment assistance related to stabilization and
counterinsurgency programs, extraordinary costs
of operating in a high-threat environment, protec-
tion of civilian personnel, and oversight activities
of the Special Inspector General for Afghanistan
Reconstruction.

Promotes Gender Equality and Women
and Girls Empowerment. The Administration
has made it clear that advancing the rights of
women and girls is critical to the foreign policy
of the United States. In January, the President
acted to elevate and integrate a strategic focus
on the promotion of gender equality and the ad-
vancement of women and girls globally. This is
a matter of national security as much as it is an
issue of morality and fairness. The Budget sup-
ports the promotion of gender equality and ad-
vancement of the political, economic, social, and
cultural status of women and girls.

Leverages International Organizations
to Support Cooperation and Security. The
Budget continues to support the President’s vi-
sion of robust multilateral engagement as a tool
in advancing U.S. national interests, accom-
plished through our contributions to the United
Nations, peacekeeping, and international organi-
zations. Our contributions enable U.S. participa-
tion in over 40 international organizations that
maintain peace and security, promote economic
growth, provide humanitarian aid, and advance
human rights around the world. These peace-
keeping resources fund activities to promote the
peaceful resolution of conflict.

Continues Investments in Nonproliferation
and Counterterrorism Programs. The Budget
continues to support the President’s vision of a
world without nuclear weapons by providing key
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investments for nonproliferation programs at
the Department of State. The Budget provides
resources for flagship counterterrorism programs
that develop partner capabilities to prevent ter-
rorist attacks on the United States and other
countries and to prevent the development, ac-
quisition, trafficking, and use of weapons of mass
destruction by terrorists.

Rebalances Diplomatic and Assistance
Resources to the Asia-Pacific Region. The
Budget provides over $1.2 billion to support the
Presidential priority of advancing security, pros-
perity, and human dignity across the Asia-Pacific
region by supporting programs such as the Lower
Mekong Initiative to foster sub-regional coop-
eration and capacity-building among Cambodia,
Laos, Thailand, Vietnam, and Burma. The Budget
also provides significant resources for economic
and security assistance to the region.

Makes Contributions to Economic Growth,
National Security, and Multilateral Poverty
Reduction Efforts. The Budget provides $2.9
billion to the Department of the Treasury for eco-
nomic growth, national security, and multilateral
poverty reduction efforts. These resources fund
all annual general capital increase and replen-
ishment commitments to the multilateral devel-
opment banks, as well as critical contributions to
international environmental, food security, and
technical assistance activities. These programs
leverage the resources of other donors to support
U.S. and multilateral objectives in key interna-
tional institutions. The Budget continues to pur-
sue a multi-year strategy to meet our existing
commitments, clear our arrears, and promote U.S.
leadership in international financial institutions.

Encourages Economic Growth Through
Support for the National Export Initiative
and Tourism Promotion. A critical component
of stimulating domestic economic growth is en-
suring that U.S. businesses can actively partici-
pate in international markets and increase their
exports of goods and services. The Administration
launched the National Export Initiative (NEI)
in 2010 to improve the private sector’s ability to
export American goods and services. The NEI

advances the Administration’s goal of doubling
exports over five years by working to remove
trade barriers abroad, helping firms—especially
small businesses—overcome the hurdles to en-
tering new export markets, assisting with trade
financing, and pursuing a Government-wide ap-
proach to export advocacy abroad. The Budget
provides targeted increases for agencies involved
in trade promotion and financing, development
finance, and trade enforcement in support of the
NEI. The Budget includes $307 million for the
U.S. Trade and Development Agency, Office of
the U.S. Trade Representative, U.S. International
Trade Commission, and the Overseas Private
Investment Corporation (a combined $46 million
increase over the 2012 enacted level), as well as
$131 million for the Export-Import Bank’s ad-
ministrative expenses and Inspector General, a
$37 million increase over the 2012 enacted level.
These investments will strengthen international
trade promotion and enforcement efforts.

Promotes Global Financial Stability
and U.S. Leadership in the International
Monetary Fund (IMF). The Budget includes
provisions to implement the December 2010 IMF
agreement by increasing the U.S. quota in the
IMF by approximately $63 billion and simulta-
neously reducing by an equal amount U.S. par-
ticipation in the New Arrangements to Borrow
(NAB), in addition to instituting other reforms
that the United States has sought. The NAB is
a set of standing IMF borrowing arrangements
with 38 members and institutions to supplement
IMF resources as needed to respond to financial
crises that threaten the stability of the global fi-
nancial system. The 2010 agreement results in
no overall change in U.S. financial participation
in the IMF, while preserving U.S. veto power and
restoring the primacy of the IMF’s quota-based
capital structure in which the United States has
the largest share.

Transitions International Broadcasts to
Digital Transmission Technologies. The
Budget builds upon the Broadcasting Board of
Governors’ efforts to evolve international broad-
casts from shortwave radio into more effective and
less expensive digital tools (satellite and Internet
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radio, mobile phone technologies, and Internet-
based social media) that reach today’s technologi-
cally savvy audiences. To maintain U.S. global
leadership, our international broadcasts must
reach tomorrow’s leaders in key regions, such as
in the fast growing and technologically-connected
middle class of China and the youth populations
that rose up in support of democracy during the
Arab Spring. Shortwave radio broadcasts will
continue in regions that lack access to digital
technologies, such as in Darfur, North Korea, and
Tibet.

Improves Efficiency and Transparency

Enhances Transparency of Foreign
Assistance. In September 2012, the Office of
Management and Budget released a Bulletin
that institutionalizes the U.S. Government’s
commitment to aid transparency and directs all
Federal agencies to provide timely and detailed
data on foreign assistance. These data are being
published on the Foreign Assistance Dashboard
(wwuw.foreignassistance.gov)—which provides a
visual presentation of U.S. Government foreign
assistance funds that enables the public to exam-
ine, research, and track aid investments in a stan-
dard and easy-to-understand format. Consistent
with the Bulletin’s guidance, the Dashboard will
continue to add more comprehensive data going
forward.

Reforms Contract Procurement. USAID
will continue to increase the efficiency of U.S. for-
eign assistance through the Implementation and
Procurement Reform Initiative, which stream-
lines procurement policies, procedures, and pro-
cesses, increases the use of small business and
host country systems, and strengthens the local
capacity of partner countries.

Fosters Innovation. USAID will continue
direct programming for innovation through the
Office of Innovation and Development Alliances
and throughout the agency through Development
Innovation Ventures. USAID will accelerate the
adoption of mobile banking and related solutions,
and gain more development results through
highly focused and leveraged public-private
partnerships.

Improves the Management of Information
Technology Projects. The Department of State
will continue to strengthen the Chief Information
Officer’s authorities and increase the oversight
and management of information technology proj-
ects across the agency. The agency is develop-
ing plans to move data centers, bandwidth, en-
terprise licensing, hardware, project overhead,
and other new services or technologies into the
Department’s Working Capital Fund to enable
more effective and efficient technology in support
of the Department’s mission.


http://www.whitehouse.gov/sites/default/files/omb/bulletins/fy2012/b12-01.pdf
http://www.foreignassistance.gov
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DEPARTMENT OF TRANSPORTATION

Funding Highlights:

Provides a total of $76.6 billion in discretionary and mandatory budgetary resources for
the Department of Transportation, an increase of 5.5 percent, or $4 billion, above the 2012
enacted level.

Jumpstarts job creation with an additional $50 billion in immediate investments in 2014 to sup-
port critical infrastructure projects, improving America’s roads, bridges, transit systems, border
crossings, railways, and runways. This includes $40 billion in “Fix-it-First” investments for
improving existing infrastructure assets and $10 billion to help spur State and local innovation
in infrastructure development.

Proposes a five-year, $40 billion rail reauthorization proposal to significantly improve existing
intercity passenger rail services, develop new high speed rail corridors, and strengthen the
economic competitiveness of our freight rail system.

Fully funds the authorized funding levels provided in the Moving Ahead for Progress in the
21st Century Act (MAP-21) for surface transportation programs.

Reserves funding after the expiration of MAP-21 in 2015 for a robust, long-term reauthoriza-
tion of surface transportation programs, including a 25 percent increase from current funding
levels.

Supports a more robust, rigorous, and data-driven pipeline safety program to ensure the
highest level of safety for America’s pipeline system.

Invests nearly $1 billion in the Next Generation Air Transportation System, a revolutionary
modernization of our aviation system.

Pays for the rail and surface transportation proposals with savings from ramping down
overseas military operations. Because rebuilding the Nation’s transportation infrastructure is
an immediate need, the Budget uses near-term savings from reduced overseas operations to
fully offset the long-term reauthorization proposals.

Maintains reduced funding for Airport Grants, focusing Federal support on smaller airports,
while giving commercial service airports additional flexibility to raise their own resources.
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A well-functioning transportation system is
critical to America’s economic future. Whether it
is by road, transit, air, rail, pipeline, or waterway,
Americans rely on our transportation system
to move people and goods safely, facilitate com-
merce, attract and retain businesses, and support
jobs. The President’s 2014 Budget provides a to-
tal of $76.6 billion in discretionary and mandato-
ry funding for the Department of Transportation,
plus an additional $50 billion to jumpstart eco-
nomic growth and job creation through immediate
infrastructure investment.

Invests in Infrastructure Critical for
Long-Term Growth

Creates Jobs Now. To spur job growth and
allow States to initiate sound multi-year invest-
ments, the Budget provides an additional $50
billion for transportation investments in 2014.
Although infrastructure projects take time to get
underway, these investments would create hun-
dreds of thousands of jobs in the first few years
and in industries suffering from protracted un-
employment. This includes $40 billion in “Fix-
it-First” investments to improve existing infra-
structure assets most in need of repair and $10
billion to help spur States and local innovation in
infrastructure development. These funds will be
leveraging State, local, tribal, and private funds.
Of the innovation-spurring proposal, $200 mil-
lion will fund communities that include enhanced
resilience to extreme weather and other impacts
of climate change in their planning efforts, and
that have proposed, or are ready to break ground
on, infrastructure projects to improve resilience.
Planning by these communities will be supported
by a broader Administration commitment to help
communities improve their resilience through di-
rect technical assistance, provision of useful data
and tools on projected impacts, and support for
planning. Making infrastructure investments
now will put workers back on the job and sup-
port local transportation programs in the near-
term, but the return on investment for Federal
taxpayers will benefit from historically low inter-
est rates and construction costs. To help these
funds flow into communities without delay, key

Federal agencies have been directed to find ways
to expedite the permitting and approvals for
infrastructure projects.

Proposes Dedicated Funding for High
Speed Rail Investments. The Budget provides
$40 billion over five years to fund the develop-
ment of high-speed rail and other passenger rail
programs as part of an integrated national trans-
portation strategy. This system will provide 80
percent of Americans with convenient access to a
passenger rail system, featuring high-speed ser-
vice, within 25 years. The proposal also benefits
freight rail and significantly restructures Federal
support for Amtrak, to increase transparency,
accountability, and performance.

Fully Supports MAP-21. On July 6,2012, the
President signed MAP-21, which reauthorized
Federal Aid Highways, Transit formula grants,
and highway safety programs through 2014. The
Budget provides $50.1 billion in obligation limi-
tations for these programs, equal to the contract
authority levels authorized by MAP-21.

Includes a Reserve for Surface Trans-
portation Reauthorization. While MAP-21
provided much needed certainty to transporta-
tion funding and enacted a number of impor-
tant reforms, the Administration strongly be-
lieves that more needs to be done to maintain,
improve, and expand the Nation’s transporta-
tion systems. Much of the country’s transporta-
tion infrastructure was built decades ago and is
in urgent need of repair to meet current and fu-
ture economic demands. Given this, the Budget
includes an allowance beginning in 2015 to sup-
port additional investments in surface trans-
portation under the next reauthorization. The
Administration looks forward to working with
the Congress to secure these critical invest-
ments.

Enhances Pipeline Safety. In order to
ensure the highest safety standards for the
U.S. pipeline system, the Budget proposes a
Pipeline Safety Reform initiative to both en-
hance and revamp the Department’s Pipeline
Safety program. The Budget maintains the size
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of the State Pipeline Safety Grant program and
institutes several reforms to the Federal pro-
gram. It funds the first phase of a multi-year
effort to more than double the number of Federal
pipeline safety inspectors. There are currently
only 135 inspectors responsible, in collaboration
with State partners, for inspecting segments of
2.6 million miles of pipeline and ensuring inci-
dent investigations following explosions occur
promptly. In addition, the Budget modernizes
pipeline data collection and analysis, improves
Federal investigation of pipeline accidents of all
sizes, and expands the public education and out-
reach program.

Modernizes the Nation’s Air Traffic
Control System. The Budget provides nearly
$1 billion in 2014 for the Next Generation Air
Transportation System (NextGen). NextGen
is the multi-year effort currently underway to
improve the efficiency, safety, capacity, and en-
vironmental performance of the aviation sys-
tem. These funds would continue to support
the transformation from a ground-based radar
surveillance system to a more accurate satellite-
based surveillance system; the development of
21 Century data communications capability be-
tween air traffic control and aircraft to improve
efficiency; and the improvement of aviation
weather information.

Pays for Transportation Investment Using
Overseas Military Operations Savings. The
President is committed to working with the
Congress to ensure that funding increases for
surface transportation do not increase the deficit.
Because rebuilding our transportation infrastruc-
ture is an urgent need, the Budget uses savings
from ramping down overseas military operations
to fully offset baseline Highway Trust Fund sol-
vency needs, the out-year surface transportation
reauthorization allowance, and the rail reautho-
rization proposal. Beyond the reauthorization
window, the Budget assumes that the President
and the Congress will work together to develop
other fiscally responsible solutions.

Improves the Way Federal Funds are
Spent

Maintains Reduced Funding in Targeted
Areas. In support of the President’s call for
spending restraint, the Budget lowers funding for
the airport grants program to $2.9 billion offset in
part by eliminating guaranteed funding for large
hub airports. The Budget focuses Federal grants
to support smaller commercial and general avia-
tion airports that do not have access to additional
revenue or other outside sources of capital. At
the same time, the Budget would allow larger air-
ports to increase non-Federal passenger facility
charges, thereby giving larger airports greater
flexibility to generate their own revenue.






DEPARTMENT OF THE TREASURY

Funding Highlights:

low-income communities.

e Provides $14.2 billion in discretionary funding for the Department of the Treasury, including a
program integrity initiative. Excluding investments in the Internal Revenue Service, spending
across other Treasury bureaus is reduced by 2.3 percent from the 2012 enacted level, while
select investments are made in high-priority programs.

* Implements the Wall Street Reform Act to protect consumers in the financial marketplace.
e Supports small business lending and protects vulnerable homeowners.
* Continues to responsibly wind-down the Troubled Asset Relief Program.

* Promotes community development through capital, credit, and financial services to

Supports innovative, evidence-based public-private partnerships that yield Federal, State, and
local savings.

Implements the Affordable Care Act tax provisions that become effective in 2014 and supports
efforts to effectively respond to the expected increase in public inquiries pertaining to the law.

Improves program integrity in tax enforcement, generating $32.7 billion in net savings to
reduce the deficit over the next 10 years. The multi-year initiative to narrow the gap between

taxes owed and paid, increases tax revenues through enhanced compliance efforts.

e Invests in financial management innovations through online reporting and transparency
platforms and Government-wide shared service reforms.

The Department of the Treasury (Treasury)
supports a strong U.S. economy by promoting
economic growth, building a comprehensive fi-
nancial regulatory framework, and identify-
ing and addressing domestic and international
economic threats. The Department also carries
out many functions that are essential to the fi-
nancial integrity of the Federal Government

such as collecting revenue, managing finances,
distributing payments, and producing currency.
To support Treasury’s mission, the President’s
Budget provides $14.2 billion; a 7.7 percent in-
crease above the 2012 enacted level. Excluding
the Internal Revenue Service (IRS) where the
Budget proposes a program integrity initia-
tive to increase revenues, Treasury funding is
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reduced by $31 million, or 2.3 percent, from the
2012 enacted level.

Strengthens Financial Market Stability,
Promotes Economic Growth, Improves
Healthcare Coverage, Supports
Homeowners, and Improves Financial
Management

Protects Consumers and Supports
Continued Implementation of Wall Street
Reform. The Administration continues to sup-
port financial regulators’ efforts to effectively
implement the Wall Street Reform Act, enacted
three years ago to improve market transparency
and operations, strengthen financial institutions,
and increase consumer protections. Through the
Financial Stability Oversight Council chaired by
the Treasury Secretary, the Administration sup-
ports efforts to identify, monitor, and respond to
emerging threats to U.S. financial stability. The
Administration also continues to vigorously sup-
port the protection of American consumers and
investors, including through the new Consumer
Financial Protection Bureau’s efforts to protect
consumers and penalize bad actors in the finan-
cial services marketplace, as well as through the
Securities and Exchange Commission and the
Commodity Futures Trading Commission, whose
funding in the Budget increases 27 percent and
54 percent, respectively.

Encourages Small Business Lending. The
Small Business Lending Fund (SBLF) and the
State Small Business Credit Initiative (SSBCI),
both created by the Small Business Jobs Act of
2010, have committed over $5 billion to facilitate
the restoration of credit markets and financing
options for small businesses for years to come.
The SBLF has provided over $4 billion to 332
banks and community development loan funds
across the United States, supplying low-cost
capital to small and community banks to enable
them to increase their small business lending.
The SSBCI, which boosts State-sponsored small
business loan funds, has approved funding for 47
States, five U.S. territories, four municipalities,
and the District of Columbia, and is expected

to spur at least $15 billion in new lending. The
Budget provides $2 million to enable the SSBCI
to expand technical assistance provided to pro-
gram participants beginning in 2013. These
funds will focus on assistance tailored to each of
these State-sponsored programs, designed to in-
crease the effectiveness of the program to boost
small business and entrepreneurial capital and
create jobs.

Responsibly Winds-Down the Troubled
Asset Relief Program. The Treasury’s au-
thority to enter into new financial commitments
through the Troubled Asset Relief Program
(TARP) program ended on October 3, 2010. The
Budget continues to support the effective, trans-
parent, and accountable winding down of TARP
programs that have helped stabilize the financial
system, preserve jobs in the American automotive
industry, and restart markets critical to financing
American households and businesses. Moreover,
TARP’s banking programs have generated a posi-
tive return for taxpayers, with over $268 billion
recovered for taxpayers as of December 31, 2012,
compared to the $245 billion originally invested
in banks. The progressing economic recovery and
the Administration’s prudent management have
resulted in an estimated lifetime TARP cost of
$47.5 billion, significantly lower than the $341
billion cost originally estimated for the program
in its first year.

Supports Struggling Homeowners. The
Administration continues to implement ongoing
TARP and other activities to assist homeowners
threatened by foreclosure, including unemployed
homeowners and those with negative home eq-
uity. As of December 31, 2012, over 1.1 million
borrowers have received permanent modifica-
tions through the Home Affordable Modification
Program (HAMP), which amounts to an estimat-
ed $17.3 billion in realized aggregate savings for
these homeowners. The Administration’s TARP
housing programs have also been a catalyst for
private sector mortgage modifications. Between
April 2009 and the end of November 2012, HAMP
and the private sector HOPE NOW alliance ini-
tiated over 6.1 million mortgage modifications
and loss mitigation interventions, approximately
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double the number of foreclosure completions that
were executed in the same period. Furthermore,
the Administration has allocated $7.6 billion to
eligible States through the Housing Finance
Agencies’ Hardest Hit Fund to implement in-
novative housing programs that stabilize local
housing markets and meet the unique needs of
communities.

Invests in Community Development. The
Budget increases funding for the Community
Development Financial Institutions (CDFI)
Fund, which provides financing to increase eco-
nomic and community development and job op-
portunities in poor and underserved communi-
ties. It also expands the Fund’s Healthy Food
Financing Initiative that promotes the develop-
ment of healthy food outlets in areas known as
“food deserts™—low-income areas where a sub-
stantial number of residents have limited ac-
cess to a supermarket or large grocery store. In
addition, the Budget supports improvements in
the Bank Enterprise Awards program that will
better incentivize banks to invest in distressed
communities. The Administration is dedicated
to improving the CDFI Fund’s effectiveness by
investing in data collection and program analy-
sis that will foster a better understanding of the
impact of CDFI programs on poverty reduction
and development investment in underserved
communities.

Invests in Partnerships and Innovation.
The Budget also creates a $300 million Pay for
Success Fund within Treasury. Non-profit inter-
mediaries and State and local governments will
be able to leverage the Fund to provide credit
enhancements and success-based payments to
investors in public programs that impact fami-
lies and communities and generate Federal sav-
ings. The Fund is designed to encourage inno-
vation and accelerate the use of evidence-based
approaches by lowering the risk associated with
initial investments.

Supports Implementation of the Affordable
Care Act. The Affordable Care Act will ensure

that every American can access high-quality,
affordable health care coverage, providing health
insurance to nearly 30 million Americans who
would otherwise be uninsured. Tax provisions
play an important role in the health care law’s
implementation, and many of its provisions are
scheduled to take effect in 2014. The Budget
provides funding for the IRS to implement these
tax provisions and to respond effectively to pub-
lic inquiries about the Affordable Care Act’s new
benefits and standards.

Invests in Financial Management Inno-
vation and Leadership. To help Federal agen-
cies respond to the current fiscal realities, the
Administration is focused on maximizing the ef-
fectiveness of Government-wide financial man-
agement practices. Increasing shared services
among agencies, modernizing information sys-
tems, plans, and requirements, and facilitating
Government-wide operational capabilities will im-
prove the efficiency of the Federal Government—
accomplishing more while spending less. To aid
such efforts, the Budget invests in Treasury’s
leadership capacity to support implementation
of several Government-wide financial innovation
initiatives, including management of a simplified
financial reporting system and expanding the
use of Federal shared service arrangements to
support future financial management needs.

Improves and Expands Government
Transparency. The Budget capitalizes on
Treasury’s extensive financial expertise by having
the Department assume responsibility for operat-
ing and expanding USASpending.gov. Treasury
will increase the transparency of Government-
wide programs by improving the publicly-acces-
sible database that communicates financial infor-
mation to the public and agencies. This program
transfer from the General Services Administration
is consistent with recommendations from the
Government Accountability and Transparency
Board to transition assets built by the Recovery
Accountability and Transparency Board into
the Federal Government’s overall financial
management framework.
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Makes Necessary Cuts and Saves
Taxpayer Money

Cuts Administrative Overhead. The Bud-
get proposes over $350 million in reduced Treasury
administrative costs through technology consoli-
dations, teleworking implementation, -efficiency
initiatives, and other overhead reductions that are
consistent with the President’s Campaign to Cut
Waste.

Modernizes and Streamlines U.S. Currency
Production. The Budget proposes legislation to
grant the U.S. Mint and Bureau of Engraving and
Printing increased flexibility to share services
and engage in cooperative actions, in order to gain
efficiency savings by reducing unnecessary dupli-
cation of effort. The Budget also proposes legisla-
tion to provide the Secretary flexibility to change
the composition of coins to more cost-effective
materials, given that the current cost of making
the penny is two cents and the cost of making the
nickel is 11 cents. Treasury is taking additional
actions to improve the efficiency of coin and cur-
rency production efforts. For example, the Budget
includes proposals that will save $22 million from
information technology efficiencies and reduced
labor costs for currency production.

Invests in and Modernizes Tax Administration
to Prevent Evasion and Cheating. The Budget
funds IRS at nearly $12.9 billion, roughly $1 bil-
lion above the 2012 enacted level. More than $400
million of this total is provided through a pro-
gram integrity cap adjustment. This investment
pays for itself several times over, with strong tax
enforcement returning $4 or more in revenue for
each additional IRS dollar spent. The Budget also
continues to support the IRS’s major technology
investment program that will yield substantial
benefits to taxpayers by fundamentally changing
how the IRS does business, vastly improving both
the taxpayer experience and the effectiveness of
the agency through faster taxpayer refunds and
more accurate issue resolution.

Improves Efforts to Collect Debt. The
Budget proposes common sense debt collection
reforms that will significantly increase Federal
collections from individuals and businesses that
have failed to pay their taxes or repay Government
loans, and will help States collect a portion of the
sizable State income tax debt owed by former
residents. These proposals will increase collec-
tions by approximately $1 billion over the next
10 years and help enforce a tax system in which
everyone pays their share.
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Funding Highlights:

Provides $63.5 billion in discretionary funding for the Department of Veterans Affairs, an 8.5
percent increase over the 2012 enacted level, to provide needed care and other benefits to
veterans and their families. In addition, the Budget includes $3.1 billion in estimated medical
care collections, for a total budget authority of approximately $66.5 billion.

Includes $54.6 billion for veterans’ medical care, supporting continuing improvements in the
delivery of mental health care, the development of telehealth technologies, specialized care
for women veterans, and benefits for veterans’ caregivers.

Requests $55.6 billion in 2015 advance appropriations for medical care programs, to ensure
continuity of veterans’ health care services.

Provides $1.4 billion to support the Administration’s ongoing efforts to combat veteran
homelessness.

Invests $586 million for medical and prosthetic research efforts to advance the care and
quality of life for veterans.

Provides $799 million to ensure timely activation of new and renovated medical facilities
already under construction.

Improves the Department’s efficiency by investing $136 million in a Veterans Claims Intake
Program, continuing to implement the paperless claims system, and undertaking additional
efforts to provide faster and more accurate benefits claims processing and improve veterans’
access to benefits information.

Provides $104 million through a new Transition Assistance Program called “Transition GPS”
to help separating military servicemembers better transition to civilian life.

Supports three new national cemeteries for veterans in Florida and Nebraska.

Our Nation has a solemn obligation to take 2014 President’s Budget provides $63.5 billion
care of our veterans and to honor them for their in discretionary funding for the Department of
service and sacrifice on behalf of the United Veterans Affairs (VA), an 8.5 percent increase
States. To deliver on this commitment, the above the 2012 enacted level. In addition, the
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Budget includes $3.1 billion in estimated medi-
cal care collections, for a total budget authority
of approximately $66.5 billion. This funding will
continue to drive improvements in efficiency and
responsiveness at VA, enabling the Department to
better serve veterans and their families at a time
when much is being asked of our men and women
in uniform. The Budget supports efforts to en-
sure we meet the needs of today’s veteran popula-
tion, and invests in the continued modernization
of VA to meet 21% Century challenges.

Sustains and Strengthens
Services for Veterans

Protects Critical Funding for VA Medical
Care. The Budget provides $54.6 billion for VA
medical care, a 7.9 percent increase above the
2012 enacted level, to provide high-quality and
timely health care services to veterans and other
eligible beneficiaries. These services include in-
novative programs to educate and support veter-
ans’ caregivers, enhance veterans’ access to care
via telehealth technologies, and support the pro-
vision of equitable, high-quality care for women
veterans in a sensitive and safe environment.
In addition, the Budget proposes $55.6 billion in
advance appropriations for the VA medical care
program in 2015, which will provide timely and
predictable funding for VA’s medical care to pre-
vent our veterans from being adversely affected
by appropriations delays.

Strengthens Mental Health Care Services.
The Budget provides nearly $7 billion, a 15.4 per-
cent increase above the 2012 enacted level, to
continue VA’s focus on expanding and transform-
ing mental health services for veterans to ensure
accessible and patient-centered care, including
treatment for Post-Traumatic Stress Disorder and
Military Sexual Trauma. This funding will allow
VA to continue its collaborative efforts with the
Departments of Defense (DOD) and Health and
Human Services, as directed in the President’s
executive order on veterans’ mental health, to
help veterans receive timely access to mental
health services, including through enhanced
partnerships with community providers.

Combats Veteran Homelessness. The
Budget invests $1.4 billion to provide VA services
for homeless and at-risk veterans. These funds will
help combat veterans’ homelessness through col-
laborative partnerships with local governments,
non-profit organizations, and the Departments of
Housing and Urban Development, Justice, and
Labor.

Supports Medical and Prosthetic
Research. As part of the largest integrated
health care system in the United States, the VA
research program benefits from clinical care and
research occurring together, allowing discoveries
to be directly coordinated with the care of veter-
ans. In particular, the Budget includes $586 mil-
lion in funds for medical and prosthetic research.

Activates New and Improved Health Care
Facilities. The Budget includes $799 million to
help VA provide the best possible specialized care
for veterans in new or renovated facilities. These
funds will support the staff and equipment at VA
facilities across the Nation, including improved
polytrauma and spinal cord injury units.

Improves Health Care Delivery for Our
Nation’s Veterans. The Budget includes fund-
ing for VA to further assess and develop efficien-
cies and successful practices by analyzing the de-
livery and reimbursement of health care within
other Federal health programs, such as Defense
Health Programs and Medicare. This assessment
will help to drive future innovation as VA strives
to continually improve health outcomes, quality
of care, and access to services while responsibly
managing public resources.

Continues Implementation of the
Paperless Claims System. The Budget in-
cludes $136 million for a Veterans Claims Intake
Program that will allow VA to directly receive and
convert paper evidence, such as medical records,
into a digital format for increased efficiency in
claims processing. The Budget also supports
transformation initiatives, including the con-
tinued development of a digital, near-paperless
environment that allows for greater exchange
of information and increased transparency for
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veterans. Specifically, the Budget includes $155
million for the Veterans Benefit Management
System, designed to reduce the processing time
and the claims backlog, facilitate quality improve-
ments through rules-based calculators that pro-
vide claims processors better capabilities to as-
sign accurate service-connected evaluation, and
automate claims tracking. These overall efforts
support VA’s pursuit of eliminating the claims
backlog and achieving VA’s goal of processing all
claims within 125 days with 98 percent accuracy
in 2015.

Supports Veteran Employment and
Transition Assistance. The Budget provides
$104 million to help our Nation’s servicemembers
transition to civilian life after over 10 years of
war. The Budget supports the enhancement of
the inter-agency Transition Assistance Program,
designed by the Veterans Employment Initiative
Task Force, by creating a new program called
Transition GPS (Goals, Plans, Success). The
Transition GPS program will help separating
servicemembers prepare for their civilian life by
providing pre-separation assessments and in-
dividual counseling, a five-day core curriculum,
an additional curriculum tailored to the service-
members’ individual career goals, and a capstone
event to verify that transitioning servicemem-
bers have met certain standards that show they
are ready for their civilian careers. For example,
Transition GPS will provide servicemembers
with comprehensive benefits briefings, addi-
tional training on VA education programs, and
facilitated access to other government agencies

to ensure that servicemembers can fully utilize
available education and employment services as
they prepare to separate.

Improves Access to Comprehensive
Services and Benefits. The Budget supports
VA’s efforts to ensure consistent, personalized, and
accurate information about services and benefits,
especially in the delivery of compensation and
pension claims processing. In order to improve
the speed, effectiveness, and efficiency of benefits
service delivery, the joint DOD/VA eBenefits web
portal provides veterans with the critical self-ser-
vice capabilities to manage their VA, military and
personal information, apply online for benefits,
and check the status of a claim.

Expands Access to National Veterans
Cemeteries. In 2011, VA reduced the popula-
tion threshold used to determine where new na-
tional veterans cemeteries should be built from
170,000 to 80,000 veterans living within 75 miles
of a potential location. Under this lower thresh-
old, VA will develop five new cemeteries, provid-
ing a nearby national cemetery option to at least
550,000 additional veterans and resulting in 94
percent of all veterans having a veterans cem-
etery burial option within a reasonable distance
from their homes. The Budget provides funding
to construct and open the first three of these five
new national cemeteries which would be located
in St. Augustine, Florida, Tallahassee, Florida,
and Omaha, Nebraska.






CORPS OF ENGINEERS—CIVIL WORKS

Funding Highlights:

risk to public safety.

savings.

e Provides $4.7 billion for the Army Corps of Engineers civil works program, a 5.5 percent
decrease from the 2012 enacted level. The Budget achieves savings by focusing on
investments that will yield high economic and environmental returns or address a significant

* Continues efforts to restore significant aquatic ecosystems such as the California Bay-Delta,
the Chesapeake Bay, the Everglades, the Great Lakes, and the Gulf Coast, helping to
promote their ecological sustainability and resilience.

e Continues to provide priority funding for the operation and maintenance of high performing
projects, such as navigation on the Mississippi and Ohio Rivers and the lllinois Waterway.

* Reforms the way that the Federal Government finances capital investments in support of
navigation on the inland waterways including a new user fee.

e Supports a high level of investment in maintenance work and related activities at the most
heavily used commercial harbors in the Nation.

* Increases the organizational efficiency and improves the management, oversight, and
performance of ongoing programs to meet water resources needs and achieve additional

The Army Corps of Engineers civil works pro-
gram (Corps) develops, manages, restores, and
protects water resources primarily through con-
struction of projects, operation and maintenance,
studies of potential projects, and its regulatory
program. Working with other Federal agencies,
the Corps also helps communities respond to and
recover from floods and other natural disasters.

To support this work, the President’s 2014
Budget provides $4.7 billion, a $276 million,
or 5.5 percent decrease from the 2012 enacted
level. The Budget focuses on the highest priority
work within the agency’s three main missions—
flood and storm damage reduction, commercial
navigation, and aquatic ecosystem restoration.
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Invests in Our Water Resources to
Spur Competiveness and Protect the
Environment

Emphasizes Investments in Construction
Projects with High Economic and Environ-
mental Returns While Addressing Public
Safety. The Budget proposes $1.35 billion for
high-return construction projects in the three
main mission areas of the Corps: flood and
storm damage reduction; commercial naviga-
tion; and aquatic ecosystem restoration. The
Budget emphasizes funding for projects that ad-
dress a significant risk to public safety, includ-
ing investments to repair high-risk dams. The
Administration’s Task Force on Ports is develop-
ing a national strategy for investment leading
to a network of ports and related infrastructure
that is more efficient, safe, secure, resilient, and
environmentally sustainable. The strategy will
be informed by stakeholder input. As a first step,
the Task Force is proposing a set of principles to
guide investment decisions. The principles envi-
sion a series of targeted investments over time
that would be highly cost-effective when viewed
together, and would encourage better alignment
of investment decisions.

Restores High-Priority Aquatic Ecosystems.
The Budget proposes funding to restore signifi-
cant aquatic ecosystems based on sound science
and adaptive management. Funds are provided
for work on priority aquatic ecosystems, includ-
ing the California Bay-Delta, Chesapeake Bay,
Everglades, Great Lakes, and Gulf Coast. Funds
are also provided for other aquatic ecosystem
efforts, such as restoring Puget Sound and im-
proving environmental outcomes in the Upper
Mississippi River and the Missouri River.

Invests in Existing Water Resources In-
frastructure. The Budget focuses on the opera-
tion of existing infrastructure and improving its
reliability. The Budget gives priority to funding
the operation and maintenance of key infrastruc-
ture, including navigation channels that serve our
largest coastal ports and the inland waterways
with the most commercial use.

Improves Funding and Management

Reforms Inland Waterways Financing.
The Administration has proposed legislation to
reform the laws governing the Inland Waterways
Trust Fund, including establishing an annual per
vessel fee to increase the amount paid by com-
mercial navigation users sufficiently to meet their
share of the costs of activities financed from this
fund. The additional revenue would help finance
future capital investments in these waterways to
support economic growth. The amounts collected
would reflect the actual costs incurred, so any
cost savings would translate over time directly
into lower fees.

Modernizes Federal Water Resources
Management. The Administration has already
proposed several major actions to modernize
the policies and procedures of the Army Corps
of Engineers, and other Federal water resourc-
es agencies, so that the Federal Government, in
partnership with its non-Federal partners, can
make better use of our Nation’s water resources
to generate economic growth, environmental im-
provements, and social benefits. These include
revising the 25-year old principles and guidelines
for planning water resources projects, proposing a
user fee to help finance inland waterways capital
investments, and establishing an Infrastructure
Bank that would help finance port deepening,
levees, and other major water resources develop-
ment activities. The Administration is also con-
sidering proposals to improve the ability of the
Corps to invest in and manage its assets and
to enhance non-Federal leadership in water re-
sources, including removing unnecessary obsta-
cles and streamlining procedures for non-Federal
parties to move forward on their own with impor-
tant water resources activities, while ensuring
appropriate Federal interests are maintained.

Increases Organizational Efficiency. The
Administration is also working to improve the
responsiveness, accountability, and operational
oversight of the civil works program in order to
best meet current and future water resources
challenges. This effort will improve performance
and free up resources for other uses and deficit
reduction.



ENVIRONMENTAL PROTECTION AGENCY

Funding Highlights:

Provides $8.2 billion for the Environmental Protection Agency, a decrease of $296 million, or
3.5 percent, below the 2012 enacted level.

Builds on prior information technology advancements and efforts to streamline regulations by
investing in the E-Enterprise Initiative to assess and reformulate business processes, transi-
tion from paper-based to electronic reporting, and develop an interactive portal for regulatory
transactions with States and the business community. This investment will improve the quality
of data used for decision-making and allow the Agency and States to regulate and enforce
compliance more effectively and efficiently.

Modernizes the Agency by consolidating positions and restructuring the workforce to ensure
the Agency has the necessary skills for the current era of environmental protection, and
supports investment in the E-Enterprise Initiative as a means of using data and evidence to
improve program performance.

Increases support to States and Tribes by $47 million for implementation of delegated
authorities, including those for air quality management and water pollution control programs.

Continues efforts to restore significant ecosystems such as the Great Lakes, Chesapeake
Bay, California Bay-Delta, Everglades, and the Gulf Coast, by helping to promote their
ecological sustainability and resilience.

Reduces funding for Drinking Water and Clean Water State Revolving Funds by a combined
$472 million, while focusing assistance on small and underserved communities and the use of
green infrastructure.

Limits new Hazardous Substance Superfund remedial action project starts while maintaining
emergency preparedness and response programs.

The Environmental Protection Agency’s (EPA)
mission is to protect human health and the en-
vironment. Due to the current fiscal environ-
ment, the 2014 President’s Budget includes $8.2
billion to continue to deliver on this mission, a

decrease of $296 million, or 3.5 percent, from the
2012 enacted level. This funding supports the
E-Enterprise Initiative, designed to transform
the way the Agency does business, and increases
core priorities, such as grants to support State
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and tribal implementation of delegated environ-
mental programs. The Budget provides $1.9 bil-
lion for the annual Federal contribution to State
Revolving Funds, a reduction of $472 million that
will still allow for robust financing by State pro-
grams, while emphasizing small, underserved
communities and the use of green infrastructure
to leverage resources. The Budget also reduces
the Hazardous Substance Superfund account by
$33 million, and eliminates $54 million in outdat-
ed, underperforming, and overlapping programs.

Supports a 21° Century EPA

Moves EPA Forward by Investing in the
E-Enterprise Initiative. By developing an
interactive portal for environmental protection
transactions, including processing permit appli-
cations and providing updated regulations and
relevant compliance information to industry,
E-Enterprise will enable EPA and the States to
more efficiently and effectively implement pro-
grams. The E-Enterprise Initiative will start by
assessing and updating current business pro-
cesses and implementing the information tech-
nology systems needed to transition from paper
to electronic reporting, which will reduce the re-
porting burden on industry, as well as encourage
greater transparency and compliance. This ini-
tiative capitalizes on ongoing investments made
by EPA and the States to share data through the
Central Data Exchange, and promotes a data in-
frastructure that will be used to gather evidence
and apply lessons learned to improve programs
and realize efficiencies. E-Enterprise builds on
efforts such as e-Manifest for hazardous waste,
which will allow for one-stop reporting and save
industry the costs of completing thousands of
pages of paper reports that cannot easily be used
for tracking and managing shipments.

Begins Transforming the Workforce for
the Modern Era. The Budget restructures
the workforce, focusing on matching the right
skills with program implementation and utiliz-
ing best management practices. Some positions
will be consolidated and reconfigured to reflect
the current era of environmental protection that

increasingly relies on advanced monitoring tools
and information technology for data-driven anal-
yses and targeted enforcement and compliance
activities. This restructuring will support the
implementation of the E-Enterprise Initiative.

Reduces the Agency’s Physical Footprint.
The Budget continues to support EPA’s efforts to
shrink its physical footprint through reconfigur-
ing and consolidating workspace, and disposing
of underutilized properties and satellite offices.

Fosters Progress on a Clean Energy
Economy

Supports Efforts to Address Climate
Change. The President has set a goal to reduce
domestic greenhouse gas emissions 17 percent
below 2005 levels by 2020, and EPA has taken
steps to help make significant progress toward
this goal. For example, when fully implemented,
the Administration’s national program of fuel
economy and greenhouse gas standards for cars
and light trucks alone will save consumers an
average of $8,000 in fuel costs, cut oil use by ap-
proximately 12 billion barrels and prevent six bil-
lion metric tons of greenhouse gas emissions over
the lifetimes of the vehicles sold through model
year 2025. In 2014, EPA will continue to imple-
ment existing regulations to reduce emissions
from light duty and heavy duty mobile sources.
EPA will continue to collaborate with Federal and
State agencies, the private sector, and other stake-
holders, to explore other cost-effective strategies
to reduce greenhouse gas emissions. The Budget
also maintains funding levels for partnership and
voluntary programs like ENERGY STAR, which
help reduce energy waste and cut household util-
ity bills. To help prepare the Nation for climate
change impacts that cannot be avoided, EPA pro-
grams will also support local community efforts to
improve resilience to extreme weather and other
climate change impacts. These efforts are consis-
tent with a broader Administration commitment
to help communities improve their resilience to
climate change through direct technical assis-
tance, useful data and tools on projected impacts,
and other support.
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Strengthens the Economy Through
Environmental Investments

Promotes Economic Growth with Funding
for Brownfields. Brownfields are lightly con-
taminated sites, many in economically hard-hit
areas, where the presence or potential presence
of contamination may keep these sites from be-
ing used productively. The Budget leverages
funding from across the Federal Government,
as well as State, local, and private investment
in order to promote job creation and economic
growth in these communities through initiatives
such as the Urban Waters Federal Partnership,
the Partnership for Sustainable Communities,
and Strong Cities, Strong Communities. In or-
der to support these initiatives and communities
around the Nation while recognizing fiscal con-
straints, the Budget increases funding for tech-
nical assistance, but slightly reduces competitive
grant funds.

Continues to Fund the Great Lakes
Restoration Initiative. @ The Budget pro-
poses to maintain funding for the Great Lakes
Restoration Initiative at $300 million, which will
allow for continued ecosystem restoration efforts
while exercising fiscal restraint. This EPA-led
interagency effort to restore the Great Lakes fo-
cuses on priority environmental issues such as
cleaning up contaminated sediments and toxics,
reducing non-point source pollution, mitigating
habitat degradation and loss, and addressing
invasive species.

Supports Restoration of the Chesapeake
Bay. Funding for Chesapeake Bay restoration
is increased by $16 million to support Bay wa-
tershed States as they implement their plans
to reduce nutrient and sediment pollution in an
unprecedented effort to restore this economically
important ecosystem. EPA and Federal partners
will continue to coordinate with States, munici-
palities, and industry to restore the integrity of
this national treasure.

Supports State and Tribal Environmental
Programs. The Budget proposes $1.1 billion for
grants to support State and tribal implementation

of delegated environmental programs. The
support includes $257 million in State grant fund-
ing for air programs, an increase of $22 million
to assist States in addressing additional respon-
sibilities associated with greenhouse gas reduc-
tion efforts and other air pollutants, and $259
million in State water pollution control grants,
a $20 million increase, including $15 million to
improve nutrient management. The Budget
also proposes to increase funding for the Tribal
General Assistance Program (Tribal GAP) by $5
million. Tribal GAP funding builds tribal capaci-
ty and assists Tribes in leveraging other EPA and
Federal funding to contribute to a higher level of
environmental and health protection.

Enhances Interagency Efforts to Improve
Water Quality. The United States has made
great strides in improving water quality; however
non-point source pollution remains a significant
economic, environmental, and public health chal-
lenge that requires policy attention and thought-
ful new approaches. Key Federal partners, along
with agricultural producer organizations, conser-
vation districts, States, Tribes, non-governmental
organizations, and other local leaders will con-
tinue to work together to identify areas where
a focused and coordinated approach can achieve
decreases in water pollution. The Budget builds
upon the collaborative process already underway
among Federal partners to demonstrate substan-
tial improvements in water quality from conser-
vation programs by coordinating efforts between
the Department of Agriculture (USDA) and EPA
programs, such as EPA’s Nonpoint Source Grants
and Water Pollution Control Grants and USDA’s
Farm Bill conservation programs. This coordi-
nation will allow for more effective, targeted in-
vestments at the Federal and State level during
a time of constrained budgets, and will ensure
continued improvements in water quality.

Leverages Cost Effective Tools. Through
the Urban Waters Federal partnership, Federal
agencies, including EPA, are working together to
help communities restore waterways and realize
the economic, environmental, and social benefits
of clean water. In many cities, stormwater has
become a growing challenge to protecting and
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improving water quality. However, green infra-
structure, such as green roofs, rain gardens, wet-
lands, and forest buffers, can be a cost-effective
way to manage stormwater and meet Clean Water
Act goals. In 2014, the Urban Waters Federal
Partnership will partner with at least two com-
munities to help incorporate green infrastructure
into their stormwater management plans, even-
tually providing models for others also facing the
same challenges.

Makes Focused Cuts

Reduces Funding for State Revolving
Funds (SRFs). The Budget proposes a combined
$1.9 billion for Federal capitalization of the SRFs,
representing a reduction of $472 million from the
2012 enacted level. The Budget also proposes a
gradual reduction to focus on communities most
in need of assistance, but will still allow the SRF's
to finance approximately $6 billion in wastewa-
ter and drinking water infrastructure projects
annually. The Administration has strongly sup-
ported the SRF's, having received and/or request-
ed a total of approximately $20 billion in funds
for the SRF's since 2009. Since their inception,
the SRF's have been provided with approximate-
ly $53 billion. Going forward, EPA will work to
target SRF assistance to small and underserved
communities with limited ability to repay loans.
The Administration strongly supports efforts to
expand the use of green infrastructure to meet
Clean Water Act goals. To further these efforts,
the Budget will target the funding intended for

green infrastructure approaches to storm and
wastewater, which will help communities im-
prove water quality while creating green space,
mitigating flooding, and enhancing air quality.

Provides Targeted Decreases to Hazard-
ous Substance Superfund Account. The
Budget reduces funding for the Hazardous
Substance Superfund account by $33 million
from the 2012 enacted level. These reductions
will be targeted largely to new project phases of
long-term remediation construction. The Budget
maintains a funding level necessary for EPA to
be prepared to respond to emergency releases of
hazardous substances and circumstances that
place the public at imminent risk of exposure and
harm. The Administration has also put in place
a more robust process for tracking and using spe-
cial account (i.e., settlement) funds, in an effort to
preserve Federal dollars for those sites where no
viable, responsible party has been identified.

Eliminates Outdated, Underperforming,
and Overlapping Programs. The Budget ter-
minates $54 million in outdated, underperform-
ing, or duplicative EPA programs. This reduction
is part of the Administration’s Government-wide
effort to focus resources on programs that have
the greatest impact and in areas that benefit
most from Federal support, while eliminating
those programs that are underperforming, or
can be implemented through other Federal or
State efforts (e.g., the Radon and Beaches grant
programs).



NATIONAL AERONAUTICS AND
SPACE ADMINISTRATION

Funding Highlights:

Provides $17.7 billion in discretionary funding for the National Aeronautics and Space
Administration (NASA), a decrease of 0.3 percent, or about $50 million, below the 2012
enacted level. While making tough choices, the Budget reinforces the agency’s current
balanced portfolio of aeronautics and space technology development, Earth and space
science, the development of rockets and capsules to carry explorers deeper into space,
and the use of innovative commercial partnerships for crew and cargo transport to the
International Space Station.

Includes funding needed to develop a Commercial Crew capability, with the intent of
supporting a new industry that regains the capability to send American astronauts into space
from U.S. soil and ends the need to pay foreign providers to transport American astronauts to
the International Space Station.

Increases investment in space technologies, such as advanced in-space propulsion and
space propellant storage, which are necessary to increase America’s capabilities in space,
bring the cost of space exploration down, and pave the way for other Federal Government and
commercial space activities.

Fully funds the Space Launch System heavy-lift rocket and Orion Multi-Purpose Crew Vehicle,
two key elements for pushing the boundaries of human space exploration. This funding level
will enable a flight test of Orion in 2014 and the Space Launch System in 2017.

Keeps development of the James Webb Space Telescope, the more powerful successor to the
Hubble Space Telescope, on track for a 2018 launch.

Provides over $1.8 billion for Earth Science to revamp the Landsat program, develop climate
sensors for the Joint Polar Satellite System, and conduct numerous other satellite and
research efforts.

Begins work on a mission to rendezvous with—and then move—a small asteroid. Astronauts
would later visit the asteroid and return samples to Earth, achieving one of the agency’s major
goals in a more cost-effective manner.

Continues the agency’s important role in the Nation’s aeronautics research and development
portfolio, including a new initiative to make lighter composite materials more easily useable in
aviation.
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and space flight support.

Education, and the Smithsonian Institution.

e Funds research on the International Space Station, while identifying efficiencies in operations

e Consolidates $47.5 million of small science, technology, engineering, and mathematics
(STEM) education programs from across NASA into larger programs at other agencies to
achieve the best return on investment, while attaining tangible Government-wide STEM
education goals. The Budget preserves $67.5 million for the Space Grant and Global
Learning and Observations to Benefit the Environment programs at NASA, as well as key
minority-serving education programs, and refocuses an additional $26.8 million from other
NASA education and outreach programs to facilitate the wider application of its best education
assets in close coordination with the National Science Foundation, the Department of

The National Aeronautics and Space
Administration (NASA) develops aeronautics
and space technologies, studies the Earth from
space, and pioneers the exploration of space. The
Budget provides $17.7 billion for NASA to sup-
port investments that will ensure continued U.S.
leadership in space, while helping to create new
industries and capabilities. It supports research
and development to drive advances in our space
capabilities and strengthens NASA’s ability to an-
swer increasingly important scientific questions
about the Earth.

Leads the World in Space Exploration

Invests in American Private Aerospace
Enterprises. In order to reduce our reliance on
foreign providers for transporting our astronauts
to and from the International Space Station,
the Budget invests in the innovative energies
of U.S. industry to create transport capabilities
at a lower cost than previous systems. Building
on a successful commercial cargo program,
the Commercial Crew Program is a uniquely
American partnership aimed at introducing
new efficiencies in space exploration that will
strengthen U.S. leadership in space, help produce
a more globally-competitive U.S. space indus-
try, and enable the Nation to more fully benefit
from the International Space Station’s research
capabilities.

Sustains Investment in Space Tech-
nologies. Advanced technology investments
will increase the affordability, safety, and feasi-
bility of NASA and other Federal Government
and commercial space activities to ultimately
enable travel to and exploration of destinations
never before visited. From laboratory experi-
ments to technology demonstrations onboard the
International Space Station to future in-space
missions, the Budget funds the testing and de-
velopment of technologies that will be crucial to
NASA’s missions and will help to further develop
a competitive U.S. aerospace sector.

Advances Human Exploration of the
Solar System. The Budget fully funds the con-
tinued development of new systems that will sup-
port crewed missions to deep space. The Space
Launch System heavy-lift rocket will eventually
be the world’s largest rocket since the Apollo-era
Saturn V, and remains on track for its first test
flight in 2017. The Orion Multi-Purpose Crew
Vehicle will carry crews past the Moon and is
scheduled for its first uncrewed flight test next
year. Both programs leverage NASA’s skilled
workforce and contractor teams and builds upon
existing capabilities to push the reach of humans
farther into the solar system, with an initial goal
of visiting an asteroid in the next decade, followed
eventually by a human mission to Mars.
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Unlocks Mysteries of the Universe. The
Budget fully funds the James Webb Space
Telescope, a 100-times more capable successor
to the Hubble Telescope, to keep it on track for
launch in 2018. Within the current constrained
funding environment, the Budget funds high-
priority planetary science missions, including a
robotic sample return mission from an asteroid,
and multiple missions focused on Mars explora-
tion, including a new large rover to be launched
in 2020.

Pursues Innovative Approach to Visiting
an Asteroid. The Budget includes $78 million
for NASA to develop needed technologies and
study alternative approaches for a robotic mis-
sion to rendezvous with a small asteroid—one
that would be harmless to Earth—and move it to
a stable location outside the Moon’s orbit. This
mission would develop the technologies and ca-
pabilities required if in the future there is a need
to move a hazardous asteroid. Eventually, astro-
nauts would visit the retrieved asteroid using
rockets and capsules NASA is already developing,
fulfilling the President’s goal of sending humans
to an asteroid by 2025 in a more cost-effective
manner and allowing the recovery and return
to Earth samples of the asteroid’s rocks. In ad-
dition, NASA will accelerate its efforts to detect
and characterize potentially hazardous Earth as-
teroids, to both address the threat and clarify the
opportunities these objects represent.

Discovers More About Our Home Planet

Supports a Robust Fleet of Earth Mon-
itoring Spacecraft. NASA has unique exper-
tise in satellite and sensor development, and the
Budget makes best use of that expertise, provid-
ing over $1.8 billion to the Earth Science program,
including funds to revamp the Landsat program.
To minimize the risk of a gap in our Nation’s cli-
mate monitoring data, NASA will develop climate
sensors for the Joint Polar Satellite System pro-
gram, as well as support other earth science and
climate change research and development efforts.

Maximizes Resources

Consolidates STEM Education Programs.
The President places a high priority on STEM
education and has set ambitious goals of gener-
ating 100,000 new effective STEM teachers and
one million more STEM graduates. In order to
improve STEM education outcomes and achieve
these goals, the Budget includes a bold reorgani-
zation of Federal STEM programs that uses ex-
isting resources more effectively and in a more
streamlined, consolidated way. The Budget redi-
rects $47.5 million of funding from small NASA
education programs throughout the agency to
other agencies where these funds will be con-
solidated with similar resources from across the
Federal Government. NASA retains $67.5 mil-
lion for high-performing existing programs, and
an additional $26.8 million from other educa-
tion and outreach programs previously distrib-
uted throughout the agency’s mission director-
ates. NASA’s assets will be used more effectively
through coordination with the National Science
Foundation, the Department of Education,
and the Smithsonian Institution to achieve the
Administration’s wider STEM education goals.

Boosts Sustainability and Energy Effi-
ciency of NASA Facilities. The Budget sup-
ports a number of initiatives to help NASA facili-
ties operate in a more efficient and sustainable
manner. Today, over 80 percent of NASA build-
ings are beyond their design life. The Budget con-
tinues to enable NASA to replace or modernize
inefficient buildings, providing jobs to local com-
munities and leading to increasingly efficient use
of taxpayer dollars. For example, the Budget sup-
ports a building renovation at Langley Research
Center in Virginia and a number of cost-savings
investments across NASA that will reduce the
footprint, co-locate personnel, consolidate data
centers, increase energy efficiency, and improve
sustainability.






NATIONAL SCIENCE FOUNDATION

Funding Highlights:

Foundation.

manufacturing, and clean energy.

Antarctica more cost-effective.

programs.

¢ Provides $7.6 billion for the National Science Foundation, an increase of $593 million above
the 2012 enacted level, to expand the frontiers of knowledge, lay the foundation for economic
growth and job creation, and educate a globally competitive workforce.

* Maintains the President’s commitment to increase funding for key basic research agencies,
including a robust 8.4 percent increase over the 2012 enacted level for the National Science

* Builds an innovation economy through investments in a broad portfolio of foundational
research, as well as investments in strategic areas, such as cyberinfrastructure, advanced

e Transforms science, technology, engineering, and mathematics education by empowering the
National Science Foundation to lead undergraduate and graduate education reform, as part of
a bold plan to strengthen education investments across the Federal Government.

* Increases agency efficiency by constraining administrative costs and making operations in

e Invests $6 million to strengthen the agency’s capacity to evaluate the outcomes of its

The National Science Foundation (NSF) is the
key Federal grant-making agency responsible
for supporting the full breadth of non-biomedical
science and engineering research at the Nation’s
universities and colleges. NSF’s research and
high-tech workforce development programs help
lay the foundation for economic growth by build-
ing an innovation economy and educating global-
ly competitive American workers. To support this
important mission, the President’s 2014 Budget

provides $7.6 billion for NSF, 8.4 percent above
the 2012 enacted level, including strong sup-
port for cross-cutting research priorities such as
advanced manufacturing and clean energy. The
Budget also supports efforts to improve agency
operations, for example, by strengthening the
agency’s ability to evaluate the effectiveness of
its programs and by increasing the efficiency of
Antarctic operations.
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Builds an Innovation Economy

Supports the Fundamental Research That
Underpins Progress in Science, Technology,
and Innovation. The Budget proposes $6.2 bil-
lion for research and related activities at NSF
and includes $63 million to continue an interdis-
ciplinary research and education initiative that
is changing the way the agency solicits and funds
innovative cross-disciplinary proposals.

Lays the Groundwork for the Industries
and Jobs of the Future. NSF links the results
of fundamental research to societal needs, includ-
ing building human capacity through educating
tomorrow’s technical workforce. To encourage in-
terdisciplinary research for a future bio-economy,
the Budget provides $51 million for innovative
proposals at the interface of biology, mathemat-
ics, the physical sciences, and engineering. The
Budget proposes $155 million, double the 2012
enacted level, for a cyberinfrastructure initiative
that will accelerate the pace of discovery in all re-
search disciplines by advancing high performance
computing—increasingly essential to develop-
ments in fields such as climate science and clean
energy—by creating new research networks and
data repositories, and by developing new systems
to visualize data.

Invests in the Long-Term Competitiveness
of American Manufacturing. The Budget pro-
poses $160 million, an increase of $49 million
above the 2012 enacted level, for fundamental
research on revolutionary new manufacturing
technologies in partnership with other Federal
agencies and the private sector. This advanced
manufacturing research is part of a larger $300
million NSF research initiative aimed at trans-
forming static systems, processes, and infrastruc-
ture into adaptive, pervasive “smart” systems
with embedded computational intelligence that
can sense, adapt, and react. This larger research
effort also provides $32 million for NSF’s contri-
bution to the National Robotics Initiative, which
will accelerate the development and use of ro-
bots in the United States. It also provides $42
million for NSF’s contribution to the Materials
Genome Initiative, which is designed to discover,

manufacture, and deploy advanced materials
twice as fast as the current state of the art, at a
fraction of the cost.

Supports the Long-Term Development of
a Clean Energy Economy. The Budget pro-
poses $372 million for fundamental research that
is directly relevant to future clean energy tech-
nologies such as solar power generation and en-
ergy efficiency. In coordination with other Federal
agencies, this clean energy research is a key com-
ponent of an integrated approach to increasing
U.S. energy independence, enhancing environ-
mental stewardship, reducing energy and carbon
intensity, and generating sustainable economic
growth.

Accelerates Innovations from the Labor-
atory to the Market. While the knowledge
gained from NSF-supported fundamental re-
search frequently advances a particular field of
science or engineering, some results also show
immediate potential for broader applicability and
impact in the business world. The Budget propos-
es $25 million, an increase of $17 million above
the 2012 enacted level, for the public-private
“Innovation Corps” program at NSF aimed at
bringing together the technological, entrepre-
neurial, and business know-how necessary to
bring discoveries ripe for innovation out of the
university lab.

Educates a Globally-Competitive
American Workforce

Focuses Investments in Undergraduate
Education to Increase Their Impact. In
line with the Administration’s bold reorgani-
zation of science, technology, engineering, and
mathematics (STEM) education programs to im-
prove effectiveness of Federal investments, the
Budget proposes consolidating disparate STEM
undergraduate education activities across the
Government into a new consolidated program at
NSF. This reform will increase the efficiency and
effectiveness of these streamlined investments by
implementing evidence-based instructional prac-
tices and supporting an expanded evidence base.
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It includes research on how new technologies can
facilitate adoption and use of new approaches to
instruction. The Budget provides $123 million for
this new program.

Expands Research Opportunities for
Early College Students. The Administration
has committed to increasing the number of col-
lege graduates with degrees in technical fields.
Solving real-world research problems can help
inspire students to pursue such degrees. The
Budget proposes $79 million, an increase of $13
million above the 2012 enacted level, for NSF’s
Research Experiences for Undergraduates. Since
early opportunities to conduct research can be
especially influential in maintaining a student’s
interest in science, engineering, and mathemat-
ics, the program will increase its investment in
research experiences for those in their first or
second year of college.

Consolidates an Array of Graduate
Education Programs. As part of the plan to re-
form STEM education, the Budget proposes con-
solidating an array of graduate fellowship pro-
grams, streamlining the application and award
process, and reducing administrative costs. This
consolidation will pave the way for a broad strat-
egy to prepare young scientists and engineers for
the high-tech jobs of the future, and will enable
programmatic innovation and experimentation

in ways previously not possible. The Budget
proposes $325 million for the consolidated
graduate research fellowship program.

Improves Efficiency and Increases Use
of Evidence

Increases Efficiency of Agency Operations.
NSF will improve the efficiency of its operations
through an array of administrative savings ini-
tiatives, such as strategic sourcing of administra-
tive support contracts and lowered printing costs.
The agency will also increase the operational effi-
ciency of U.S. activities in the Antarctic by imple-
menting the highest-payoff recommendations of a
blue ribbon panel of outside experts.

Strengthens the Agency’s Capacity to
Evaluate Its Programs. NSF must have the
capacity to gauge the outcomes of its investments
in both research and education in order to ensure
that its investments have the desired near and
long-term impacts and to enable the agency to
operate from a basis of evidence in its policy deci-
sions. To enable this strategic management, NSF
will expand and coordinate program evaluation
and the collection and use of programmatic data
through new agency-wide mechanisms.






SMALL BUSINESS ADMINISTRATION

Funding Highlights:

Provides $810 million for the Small Business Administration, a decrease of $109 million from
the 2012 enacted level, due primarily to the decreased estimated subsidy cost of its 7(a)
Business Loan Guarantee Program. This funding supports technical assistance programs
and initiatives that will create jobs in America’s small businesses.

Supports more than $27 billion in loan guarantees to enable entrepreneurs to start up and
expand small businesses and create jobs.

Supports equity investments in underserved markets and helps innovative small businesses
obtain early-stage financing, including increasing the total amount of financing available for
Small Business Investment Companies.

Waives fees on 7(a) loans that are less than $150,000, where analysis suggests the largest
credit gap exists and because small loans are important for underserved communities.

Expands refinancing opportunities for small businesses, similar to the President’s plan to
help responsible homeowners refinance their mortgages, so that small businesses can lock
in lower interest rates for their commercial mortgage debt and get cash out to invest in their
businesses.

Creates a single, streamlined application for all Small Business Administration 7(a) loan
products, which will reduce the time and cost for lenders to process loans and encourage
lenders to make more loans.

Supports over $1 billion in direct disaster assistance loans for homeowners, renters, and
businesses of all sizes, ensuring that the agency can continue to fulfill its critical role in the
Federal Government’s disaster response efforts.

Significantly expands entrepreneurship training opportunities for underserved commu-
nities through a re-launch of the Emerging Leaders program, which seeks to train and
develop existing small business owners with the potential to grow. In addition, the Budget
expands entrepreneurship education for veterans transitioning to civilian life as part of the
Administration’s Boots to Business initiative.

Funds the agency’s role in BusinessUSA, a one-stop shop for firms looking to do business
with the Federal Government and gain access to resources to create and grow their
businesses.
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improve performance.

* Supports the use of evidence and the evaluation of programs to measure their impact and

Small businesses play a vital role in sup-
porting job creation, U.S. global competitive-
ness, and economic growth. The Small Business
Administration’s (SBA) mission is to help
Americans start, build, and grow businesses. To
achieve this mission, the President’s 2014 Budget
provides $810 million through regular appropria-
tions and an additional $159 million in disaster
funding. Small business loan guarantees are
funded at levels above historical demand, but
at a greatly reduced subsidy cost from the 2012
enacted level and the 2013 Budget level, large-
ly due to the improving economic forecast and
lower estimated loan defaults. The savings real-
ized through the reduced need for credit subsidy
funding allow greater investments to be made in
SBA’s technical assistance programs and other
initiatives aimed at growing America’s small
businesses.

Provides Small Businesses with Access
to Capital and Disaster Assistance

Spurs Job Creation by Providing Access
to Capital. To encourage economic growth and
job creation, the Budget provides $112 million in
subsidy for SBA’s business loan programs. This
funding supports $17.5 billion in 7(a) loan guar-
antees (including $1.8 billion in revolving lines of
credit that support $65 billion in total economic
activity), which help small businesses operate
and grow their businesses, as well as $6.3 billion
in guaranteed lending under the 504 Certified
Development Company (CDC) program to fi-
nance small businesses’ commercial real estate
development and heavy machinery purchases.
In addition, the Budget proposes to increase
guarantees for the Small Business Investment
Company (SBIC) program from $3 billion to $4
billion at no expected subsidy cost to the taxpay-
er, to enable SBICs to invest in more high-growth

and impact-oriented small businesses that create
jobs and strengthen communities.

Waives Fees for Small Dollar Loans. The
Budget waives fees on loans less than $150,000
in SBA’s 7(a) loan program to promote lending to
small businesses that face the most constraints
on credit access.

Expands Refinancing Opportunities
for Small Businesses. Consistent with the
President’s plan to help responsible homeowners
refinance their mortgages, the Budget proposes
to reauthorize the 504 Loan Refinancing program
through September 30,2014. The program, origi-
nally established in the Small Business Jobs Act
of 2010, will help small businesses lock in low,
long-term interest rates on commercial mortgage
and equipment debts and free up resources that
can be re-invested in their businesses.

Streamlines Loan Applications for SBA
Lenders. The Budget provides $7 million for
SBA ONE, a revamped lending platform that
will use one set of forms for all 7(a) loans; serve
as a one-stop shop for all steps of the loan pro-
cess, from determining eligibility through closing
out the loan; and provide one data management
system to measure and evaluate loan trends and
performance. SBA ONE will simplify the lending
process, which is expected to increase the total
number of lenders offering SBA financing and
therefore expand access to capital for small busi-
ness owners and entrepreneurs.

Fully Funds Disaster Assistance Loans.
The Budget supports $1.1 billion in direct di-
saster assistance loans, the normalized 10-year
average. In the wake of Hurricane Sandy, the
Budget provides $192 million for loan adminis-
trative expenses to operate the Disaster Loans
Program. Of this total, $159 million will be
designated as qualifying disaster funding under



THE BUDGET FOR FISCAL YEAR 2014

165

the Budget Control Act’s cap adjustment. SBA’s
Disaster Loans Program provides low-interest
disaster loans to homeowners, renters, and busi-
nesses of all sizes whose property is damaged or
destroyed in a disaster.

Fosters Entrepreneurship and Expands
Opportunities for Small Business
Growth

Invests in Small Business Leadership
Program. The Budget includes $40 million for
Emerging Leaders, an entrepreneurial education
initiative that SBA initially launched in 2008
to educate existing small businesses with the
potential to grow their business. The revamped
program will become a public-private partner-
ship, funded with SBA and private matching
dollars, to support a small business leadership
model built on the best practices of other working
private sector and non-profit models.

Invests in Entrepreneurship Training
for America’s Transitioning Veterans. The
Budget provides $7 million to support SBA’s Boots
to Business initiative, which will build upon SBA’s
successful pilot programs that provide veterans
transitioning to civilian life with the training and
tools they need to start their own businesses. The
Boots to Business initiative will reach veterans
of all military branches nationwide by offering
informational videos, 90-minute introduction to
entrepreneurship sessions, a two-day entrepre-
neurship classroom course, and an eight-week
online entrepreneurship course as part of the
Department of Defense’s enhanced Transition
Assistance Program.

Supports Entrepreneurship Counseling
and Regional Economic Development. The
Budget includes $210 million for SBA’s non-
credit technical assistance programs, including
$104 million for Small Business Development
Centers and $20 million in technical assistance
for microloan programs, to help businesses get
started. The Budget also includes $5 million
each for SBA’s growth accelerators program and
Regional Innovation Clusters program, which

help connect small businesses with universities,
venture capitalists, and regional industry lead-
ers to leverage a region’s unique assets to turn
entrepreneurial ideas into sustainable high-
growth small businesses.

Provides Small Businesses with Increased
Federal Contracting and Exporting
Resources. The Budget provides $4 million
for SBA to hire 32 new Procurement Center
Representatives, who will be strategically embed-
ded across the Federal Government to increase
the small business share of Federal procurement
awards through such actions as reserving pro-
curements for competition among small business
firms and providing small business sources to
Federal buying agents. In addition, the Budget
provides $2 million to support the work of the
President’s Export Promotion Cabinet, helping
small businesses to expand their exporting capa-
bilities and thereby increase their revenue.

Provides a One-Stop Shop for Federal
Business Assistance Resources. The Budget
provides $6 million for SBA to fund its contribution
to BusinessUSA, an interagency Administrative
initiative to streamline and integrate customer
service and program information across Federal
programs that support small businesses and ex-
porters. BusinessUSA will provide a one-stop
shop for businesses looking for assistance from
the Federal Government or looking to do business
with the Federal Government, rather than mak-
ing businesses search for and solicit a number
of separate websites and points of contact. This
consolidation of resources enables entrepreneurs
and small businesses to find and use Government
services more efficiently.

Supports Evidence-based Decision
Making and Increases Ouversight

Enhances Evaluation of Technical
Assistance Programs. SBA, along with the
Departments of Commerce and Agriculture, will
continue to participate in an interagency group
designed to evaluate the impact of Federal busi-
ness technical assistance programs. SBA will
evaluate its programs, such as Small Business
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Development Centers, with the goal of develop-
ing a standard methodology for measuring the
impact of these types of technical assistance
programs across the Federal Government. The
Budget provides $3 million to support evidence-
based and evaluation activities at SBA.

Enhances Oversight Activities of Tax-
payer Dollars. The Budget provides $20 mil-
lion for SBA’s Office of the Inspector General, a
$3 million increase over the 2012 enacted level.
This funding will support the Inspector General’s
efforts to detect and prevent waste, fraud, and
abuse across SBA’s programs, including the
Business and Disaster Loans Programs.
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SOCIAL SECURITY ADMINISTRATION

Funding Highlights:

e Provides $12.3 billion in funding for the operations of the Social Security Administration, a
seven percent increase over the 2012 enacted level, with the increased funding directed at

expanding program integrity investments.

e Establishes a dependable source of funding for Continuing Disability Reviews and
Supplemental Security Income Redeterminations, which ensure that only those eligible for
benefits receive them and generate significant deficit reduction.

e Proposes reforms to improve Disability Insurance and Supplemental Security Income program
integrity and give the agency the authority to test new ways of encouraging and supporting

employment for people with disabilities.

The Social Security Administration (SSA) ad-
ministers the Old Age, Survivors, and Disability
Insurance program and the Supplemental
Security Income (SSI) program. The President
believes that Social Security is critical to en-
suring that all Americans have the opportunity
to retire with dignity and that Americans with
disabilities do not have to experience economic
hardship. To fund this commitment, the 2014
Budget includes $12.3 billion for SSA operations,
a seven percent increase over the 2012 enacted
level. It supports pilot programs to improve edu-
cation and employment outcomes for people with
disabilities and enhancements to program integ-
rity to cut down on waste, fraud, and abuse.

Protects Social Security for Future
Generations

The President recognizes that Social Security
is indispensable to workers, retirees, survivors,
and people with disabilities and that it is one
of the most important and successful programs
ever established in the United States. Although
current forecasts indicate that Social Security
can pay full benefits until 2033, the President
is committed to making sure that it is solvent
and viable for the American people, now and in
the future. He is strongly opposed to privatiz-
ing Social Security and looks forward to work-
ing in a bipartisan way to preserve it for future
generations.
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Enhances Program Integrity in
Disability Programs and Pilots
Pro-Work Interventions

Locks in Savings by Providing Reliable
Funding for Program Integrity Work. The
Budget proposes to establish a dependable source
of mandatory funding for Continuing Disability
Reviews (CDRs) and SSI Redeterminations,
which ensure that only those eligible for benefits
continue to receive them. To date, the annual
appropriations process has failed to provide SSA
with the resources necessary to conduct scheduled
CDRs and Redeterminations. SSA estimates that
each additional $1 spent on CDRs would save the
Federal Government $9, yet SSA has a backlog of
1.3 million overdue CDRs. Compared to contin-
ued shortfalls in program integrity funding, this
proposal would save $38 billion over 10 years.

Tests New Ways to Boost Employment.
The Budget calls for providing SSA and partner
agencies with authority to test innovative tech-
niques to help people with disabilities remain
in the workforce. These measures have the po-
tential to achieve long-term improvements in
the employment and the quality of life of people
with disabilities, while reducing Government
expenditures on income support. In addition to
providing new authority to test early interven-
tions, the Budget also proposes reauthorization of
SSA’s demonstration authority for the Disability
Insurance (DI) program, allowing SSA to contin-
ue to test effective ways to boost employment and
support current DI and SSI beneficiaries who are
seeking to return to work.

Improves Services for Children with
Disabilities. The Budget supports the continued
implementation of the interagency Promoting
Readiness of Minors in SSI (PROMISE) pilot,
initiated in 2012. The Department of Education
and SSA, in consultation with the Department of
Labor and the Department of Health and Human
Services, will provide competitive grants to test
and evaluate interventions that successfully im-
prove child and family outcomes and reduce the
need for children to remain in the SSI program.

Improves Tax Administration by Restruc-
turing the Federal Wage Reporting Process.
The Budget proposes to restructure the Federal
wage reporting process by moving from an an-
nual reporting process to quarterly wage report-
ing. Increasing the timeliness of wage reporting
will enhance tax administration and improve
program integrity for a range of programs. The
Administration will work with States to ensure
that the overall reporting burden on employers is
not increased. The Budget also proposes to low-
er the Electronic Wage Reporting Threshold for
W-2/3s from 250 employees to 50. The vast ma-
jority of employers with between 50 and 250
employees already choose to report electronically.

Maintains Services to the Public. The
Budget maintains services to the public, which
SSA provides through multiple avenues, includ-
ing through the Internet, over the phone, and in-
person at hundreds of local offices. SSA will con-
tinue to handle high volumes of work and focus
on providing quality services, while significantly
increasing program integrity efforts. The Budget
also allows SSA to maintain and improve its in-
formation technology systems, which will help
SSA be as efficient as possible, saving time not
only for the agency, but also for the public.



CORPORATION FOR NATIONAL
AND COMMUNITY SERVICE

Funding Highlights:

e Provides $1.06 billion for the Corporation for National and Community Service, roughly even
with the 2012 enacted level, to support efforts to address national and local challenges

through service.

e Supports the service of approximately 82,000 AmeriCorps members across the United States.

* Invests in promising new approaches to major community challenges through a $49 million
investment in the Social Innovation Fund, including $4 million to improve nonprofit evaluation
capacity by facilitating access to State and Federal administrative data.

* Strengthens the Senior Corps by using competition to improve the way Federal dollars are
spent and establishing a renewed focus on outcomes and impact.

e Creates the George H.W. Bush Volunteer Generation Fund, a $10 million program focused on
improving the capacity of nonprofits working with volunteers.

Through national service, volunteering,
and other forms of civic participation, millions
of Americans each year help to address our
Nation’s greatest challenges and speed our eco-
nomic recovery. The Corporation for National
and Community Service (CNCS) provides an
on-ramp for Americans of all ages to serve their
community and country in sustained and effec-
tive ways, from tutoring at-risk youth to respond-
ing to natural disasters to building homes for
low-income families. Many of the most creative
solutions to America’s challenges have been de-
veloped not in Washington, but in communities
across the country where citizens work hand in
hand to make a difference. The 2014 Budget
proposes $1.06 billion for CNCS, which reflects
the Administration’s continuing commitment

to providing opportunities for Americans to
address local challenges through service.

Invests in Community Solutions

Supports National Service. The Budget
funds approximately 82,000 AmeriCorps mem-
bers, enabling them to serve and support the ef-
forts of nonprofit organizations to address a wide
range of critical community challenges, from
hurricanes to homelessness to failing schools. It
focuses national service resources in those areas
where service can achieve the greatest results
for communities.
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Invests in Innovative Nonprofits. Inn-
ovative solutions developed in the nonprofit sec-
tor for addressing critical national challenges
cannot be carried out unless capital is available
to develop, evaluate, and replicate successful ap-
proaches. The Budget invests $49 million in the
Social Innovation Fund to test promising new
approaches to major challenges, leverage private
and philanthropic capital to meet these needs,
and grow evidence-based programs that demon-
strate measurable outcomes. This funding level
includes $4 million for a pilot to improve grantee
access to State and Federal administrative data.
This investment has the potential to reduce the
cost and improve the quality of evaluations and
performance reporting, and could help break down
barriers for all nonprofit organizations looking to
demonstrate measurable impact in communities.

Strengthens Programs That Engage Sen-
iors. Many older Americans are eager to serve
our Nation and have a wide range of skills and
knowledge to give back to their communities. For
decades, the Senior Corps program has been an

important conduit for connecting seniors to local
volunteer opportunities. The Budget proposes to
reinvigorate the program by using competition to
allocate funds to those organizations that have
the biggest impact in their communities.

Increases Capacity of Nonprofits to Sup-
port Volunteers. With the number of Americans
engaged in volunteering having reached its high-
est point in five years, many nonprofits could
benefit from management practices to handle
this influx of talent. The Budget proposes to
reactivate the Volunteer Generation Fund with a
focus on strengthening nonprofits’ ability to re-
cruit, retain, and manage volunteers, and using
volunteers to tackle national priorities such as
integrating returning veterans and supporting
military families. By reactivating the program
as the George H.W. Bush Volunteer Generation
Fund, we also honor the legacy of service of the
41s* President of the United States, who has pio-
neered important work in the field of volunteering
both during and after his time in office.



CUTS, CONSOLIDATIONS, AND SAVINGS

Whether the Budget is in surplus or deficit,
wasting taxpayer dollars on programs that are
outdated, ineffective, or duplicative is wrong.
Given the current fiscal environment, it is criti-
cal that we redouble our efforts to scour the
Budget for waste and make tough decisions
about reducing funding for or ending programs
that are laudable, but not essential. This exer-
cise is difficult but necessary, and it builds on
efforts the Administration has undertaken since
the President first took office.

The Administration has already made signifi-
cant progress in cutting waste in areas across
the Government. We have successfully targeted
a series of programs for elimination, reduction,
or consolidation. For example, at the Depart-
ment of Defense, we eliminated the F-22 fighter
aircraft that were no longer needed as part of the
new defense strategy developed by our military
leadership, and the Expeditionary Fighting Ve-
hicle, which was performing poorly. These and
other program terminations at the Pentagon will
save over $20 billion. At the Department of Ag-
riculture (USDA), we closed or consolidated 260
USDA field offices, saving $58 million. At the
Department of Health and Human Services, we
ended three duplicative health programs, saving
taxpayers over $380 million.

As part of the President’s Campaign to Cut
Waste, we have cut unnecessary travel and
conference spending by billions of dollars, and
overall administrative spending in areas such
as printing, fleet management, and advisory
service contracts by billions more. In aggre-
gate, agencies have targeted $8.8 billion in an-
nual administrative savings by the end of 2013
as detailed in this section. The Administra-

tion has already announced significant progress
made toward this goal and will provide periodic
updates on savings achieved during the year. We
are selling off excess Federal real estate. We
are also leveraging the buying power of the
Federal Government to save money on the pur-
chase of commodity goods such as office sup-
plies and shipping services.

The President has also engaged the Federal
workforce and the public in cutting waste
through his SAVE Award program, tapping the
knowledge and expertise of frontline employees.
Over the last three years, 66 SAVE Award ideas
have been included in the President’s Budget,
ranging from ending the mailing of the Federal
Register to Government offices to automatically
powering off computers at the Department of
Labor.

In each of the President’s first three Budgets,
he identified, on average, more than 150 termi-
nations, reductions, and savings proposals, total-
ing nearly $25 billion each year. In last year’s
Budget, the Administration detailed 210 cuts,
consolidations, and savings proposals, totaling
more than $24 billion in 2013. This year, the
Budget includes a total of 215 cuts, consolida-
tions, and savings proposals, which are projected
to save more than $25 billion in 2014, and $539
billion through 2023.

Discretionary and mandatory cuts, consolida-
tions, and savings proposals are detailed on the
following tables, as well as savings activities
agencies are undertaking that require no fur-
ther action by the Congress, many of which were
suggested through the President’s SAVE Award.
Savings from program integrity proposals, to-
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taling $98 billion through 2023, are detailed in
the Budget Process chapter of the Analytical
Perspectives volume.

As these tables show, the Budget includes a
robust package of proposals that modify Medi-
care provider payments totaling $306 billion
over the next 10 years. These include a number
of measures detailed in Table S—-9 (see Summary
Tables section of this volume), including a propos-
al to align Medicare drug payment policies with
Medicaid rebate policies for low-income benefi-
ciaries, allowing Medicare to benefit from lower
drug prices. This change alone will save $123 bil-

lion over the next 10 years. The Budget takes
other critical steps to save money, such as closing
the loophole in current law that allows people to
collect both full disability benefits and unemploy-
ment benefits that cover the same period of time.
Shutting this loophole will save $1 billion over 10
years. The single biggest consolidation proposed
this year is in the area of science, technology, en-
gineering, and mathematics (STEM) education,
where the Administration is proposing a bold re-
structuring of STEM education programs—con-
solidating 90 programs and realigning ongoing
STEM education activities to improve the deliv-
ery, impact, and visibility of these efforts.
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DISCRETIONARY CUTS, CONSOLIDATIONS, AND SAVINGS

(Budget authority in millions of dollars)

2014 Change
2012 2014 from 2012
Cuts

Agricultural Marketing Service - Microbiological Data Program, Department of AGriCUUIE" ............ooceeeimeinimerneiecneeseeseesssenis 5 -5
Agricultural Marketing Service - Pesticide Recordkeeping Program, Department of Agriculture’ 2l -2
Alaska Conveyance Program, Department of the Interior 29 17 -12
Area Health Education Centers, Department of Health and Human Services 271 -27
Assistance for Europe, Eurasia, and Central Asia, Department of State and Other International Programs 627 497 -130
Beach Grants, Environmental Protection Agency 100 -10
Brownfields Projects, Environmental Protection Agency 95 85 -10
Bureau of Indian Affairs Construction, Department of the Interior 124 107 -17
Bureau of Indian Affairs Housing Improvement Program, Department of the Interior’ 13 -13
Bureau of Labor Statistics’ Green Jobs Program, Department of Labor 8 -8
Bureau of Labor Statistics’ Mass Layoff Statistics Program, Department of Labor! 20 -2
C-130 Avionics Modernization, Department of Defense 208 . -208
C-27 Joint Cargo Aircraft, Department of Defense 480 -480
Capacity Building (Section 4 and Rural Housing), Department of Housing and Urban Development 40 20 -20
Centers for Disease Control and Prevention Direct Healthcare Screenings, Department of Health and Human Services 257 225 -32
Chemical Risk Management Fibers Program, Environmental Protection Agency 20 -2
Children’s Hospital Graduate Medical Education Payment Program, Department of Health and Human Services 265 88 -177
Christopher Columbus Fellowship FOUNGALION ..ot ssssesssensiesenss | evveeene| e | v
Clean Automotive Technologies, Environmental Protection AGeNncy ..........ccocvevvceneeniennees 16 -16
Clean Water and Drinking Water State Revolving Funds, Environmental Protection Agency 2,384 1,912 472
CMRR Facility, Department of Energy 200 35 -165
Community Services Block Grant, Department of Health and Human Services 679 350 -329
Computer and Information Science and Engineering Research Programs, National Science Foundation:

Interface Between Computer Science and Economics and SOCIal SCIENCES ..........cuuveiriieeriiriiniieeisesiseeeeesesssssesessseeeees 7 e -7

Network Science and Engineering 3 -3

Social-Computational Systems ... 7| e -7

Virtual Organizations ... 5 -5
Cruiser Modernization Program, Department of Defense ............ 573 11 -562
Cyber-Enabled Discovery and Innovation Program, National Science Foundation 29 -29
Diesel Emissions Reduction Grant Program, Environmental Protection Agency 30 6 24
Drawdown of Military End Strength, Department 0f DEFENSE ........c.cvuiuriiiiiinierinieseesieesssiesise s ssssssssssssssesssesnseees | aeveeens -1,384 -1,384
Economic Impact Grants, Department of AGHCUIUIE! ..ot 6] -6
Education Research Centers and Agricultural Research, Department of Health and Human Services:

Agricultural, Forestry, and Fishing Program' 26 —26

Education Research Centers’ ...........couerereerneennennreenneeens 29 -29
Electric Guaranteed Underwriting Loan Program, Department of Agriculture 1 -1
Elimination of Overlapping Programs, Department of Labor:

Veterans Workforce INVESIMENt PrOGram ! ...ttt 15 -15

Women in Apprenticeship in Non-Traditional Occupations’ 11 -1
Environmental Education, Environmental Protection Agency 100 -10
Farm Service Agency Discretionary Conservation Programs, Department of Agriculture’ 5 -5
Federal Flight Deck Officer Program, Department of Homeland Security 25 L -25
Fissile Materials Disposition, Department of Energy 685 503 -182
Fossil Energy Research and Development, Department of Energy . 534 421 -113
Geographic Programs, Environmental Protection Agency ........... 30 17 -13
Global Hawk Unmanned Aerial Vehicle, Department of Defense ......... 324 -324
Grants for Abstinence-Only Programs, Department of Health and Human Services 5 -5
Grants-in-Aid for Airports, Department of Transportation' 3,350 2,900 —-450
Harry S. Truman Scholarship Foundation 11 -1
Health Care Services Grant Program, Department of Agriculture’ 3 -3
Health Careers Opportunity Program, Department of Health and Human Services 15 -15
High Energy Cost Grants, Department of AGHCUIUIET .........c..curiuimrieieeseiseiese sttt 100 -10
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DISCRETIONARY CUTS, CONSOLIDATIONS, AND SAVINGS—Continued

(Budget authority in millions of dollars)

2014 Change
2012 2014 from 2012
High Intensity Drug Trafficking Areas, Office of National Drug COntrol PONCY ... 239 193 -46
High Mobility Multipurpose Wheeled Vehicle Modernized Expanded Capacity Vehicle Recapitalization, Department of Defense ..... 4 —4
HOME Investment Partnerships Program, Department of Housing and Urban Development 1,000 950 -50
Hospital Preparedness Program, Department of Health and Human Services 380 255 -125
Housing for Persons with Disabilities, Department of Housing and Urban Development 165 126 -39
Hypersonics, National Aeronautics and Space Administration’ 25 4 =21
Impact Aid - Payments for Federal Property, Department of Education’ 1,291 1,224 -67
International Forestry, Department of Agriculture' 8 4 —4
Investigator-Initiated Research Grants, Department of Health and Human Services 43 29 -14
Joint Air-to-Ground Missile Program, Department of Defense 235 21 -214
Joint High Speed Vessel, Department of Defense 372 3 -369
Light Attack and Armed Reconnaissance Aircraft, Department of Defense . 115 -115
Low Income Home Energy Assistance Program, Department of Health and Human Services 3,472 3,020 -452
Low-Priority Studies and Construction, Corps 0f ENGINEEIS ...t 1,819 1,440 -379
Mathematics and Physical Sciences Research Programs, National Science Foundation:
Cerro Chajnator Atacama Telescope Design and Development 20 -2
Cultural Heritage Science 4 -4
Grid Computing 20 -2
International Materials Institutes’ 20 -2
Mathematical Physics 20 -2
Solar Energy Initiative (SOLAR) ... 2l -2
University Radio Observatories 8 6 -2
Mine Safety and Health Administration State Grants Program, Department of Labor . 8 -8
Nanoscale Science and Engineering Centers, National Science Foundation 31 12 -19
National Drug Intelligence Center, Department of Justice' .... 200 -20
National Heritage Areas, Department of the Interior’ 17 9 -8
National Pre-Disaster Mitigation Fund, Department of Homeland Security 36| -36
National Undersea Research Program, Department of Commerce' 4 -4
National Wildlife Refuge Fund, Department of the Interior' 14 L -14
Office of Assistant Secretary Grant Programs, Department of Health and Human Services 89 67 -22
Office of the Special Trustee for American Indians, Department of the Interior 152 140 -12
Patient-Centered Health Research, Department of Health and Human Services' 170 -17
Pest and Disease Programs, Department of Agriculture' 817 798 -19
Precision Tracking and Space System, Department of Defense 81 -81
Presidio Trust 120 -12
Preventive Health and Health Services Block Grant, Department of Health and Human Services' 80| -80
PRIME Technical Assistance, Small Business Administration' 4 -4
Promoting Greener Economies, Environmental Protection Agency 3 -3
Public Broadcasting Grants, Department of AGrCUIUIET ..ottt 3 -3
Public Outreach Programs, National Science Foundation:
Communicating SCIENCE BIOAAIY! ..........cvuuiuuricimiireeieieeiesie it 20 -2
Connecting Researchers with Public Audiences' 4 -4
REACH, Department of Health and Human Services 14 L -14
Rehabilitation Act Programs, Department of EQUCAHIONT ..ottt 36 -36
Research, Education, and Extension Grants, Department of Agriculture:
ANIMAL HEAIN (SEC. 1433)" ...ttt 4 —4
Capacity Building: Non-Land Grant Colleges’ 4 -4
Competitive Grants for Policy Research' 4 -4
Critical Agricultural Materials’ 1 -1
Farm Business Management and Benchmarking' 11 -1
Food Animal Residue Avoid Database’ 1 -1
Forest Products Research’ 1 -1
Methyl Bromide Transition PrOGram? ..ot 2] -2
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DISCRETIONARY CUTS, CONSOLIDATIONS, AND SAVINGS—Continued
(Budget authority in millions of dollars)
2014 Change
2012 2014 from 2012
Potato Breeding Research (Competitive)' 1 -1
Rangeland Restoration’ 1 -1
Rural Health and Safety’ 20 -2
Sungrants' 2l -2
Supplemental and Alternative Crops’ 1 -1
Water Quality’ 5 -5
Youth Organizations' 1 -1
Rural Access to Emergency Devices, Department of Health and Human Services' 11 -1
Rural Community Facilities, Department of Health and Human Services' 5 -5
Rural Hospital Flexibility Grant Programs, Department of Health and Human Services 41 26 -15
Rural Multifamily Housing Preservation Grants, Department of Agriculture’ 4 4
Rural Single Family Housing Grant Programs, Department of Agriculture ... 60 35 -25
Sea-Based X-Band Radar, Department of Defense ..o 177 45 -132
Second Line of Defense, Department of ENErgy’ ... 262 140 -122
Sensors and Sensing Systems, Engineering Research Programs, National Science Foundation’ 5 2 -3
Single Family Housing Direct Loans, Department of Agriculture 43 10 -33
Standard Missile-3 Block I1B, Department of Defense 13 -13
State and Volunteer Fire Assistance Grants, Department of Agriculture’ 99 81 -18
State Criminal Alien Assistance Program, Department of Justice 240 -240
State Indoor Radon Grant Program, Environmental Protection Agency 8 -8
Streamline Federal Air Marshals Service, Department of Homeland Security 966 827 -139
Sunwise, Environmental Protection Agency 1 -1
Superfund Remedial, Environmental Protection Agency 565 539 26
Superfund Support to Other Federal Agencies, Environmental Protection Agency 5] I -6
T-AGOS Ocean Surveillance Ship, Department of Defense 10 -10
Transfer Exit Lane Staffing Responsibilities to Airports, Department of Homeland Security 88 -88
Valles Caldera, Department of Agriculture’ 3 -3
Water and Wastewater and Community Facilities Loan Guarantees, Department of Agriculture 5] I -6
Water and Wastewater Grants and Loans, Department of Agriculture 504 304 -200
Watershed Rehabilitation Program, Department of Agriculture’ 15 -15
Wildland Fire Program/Hazardous Fuels Reduction, Department of the Interior 183 96 -87
Total, Discretionary Cuts 25,172 16,216 -8,956
Consolidations
Central Utah Project, Department of the INTEIIOT ..ottt 29 4 -25
Community Economic Development Program, Department of Health and Human Services 30 -30
Data Centers Closures, Department of DEENSE ..........covuiiiiiieiiiieeii it ssssssssssssssesssssssessens | aevesens -575 -575
Elementary and Secondary Education Act, Department of EQUCALION ...........ccocruiveriniineninininsennnesesssssssssssssnenssnenes | wvveeene| e e
Family Self-Sufficiency, Department of Housing and Urban Development 75 75
Food Aid Reform, MUlti-AgeNCY: ... 1,766 1,766 ...
U.S. Agency for International Development 300 1,741 1,441
Department of Agriculture 1,466) ... -1,466
Maritime Administration, Department of TFANSPOMTAHON ............ccccurvurivneirsiseiisiississississssesssesssisesssissssssssssssisssssssssisssssnsssnsons | aveeeens 25 25
Forest Service Integrated Resource Restoration, Department of Agriculture .. 805 757 48
Higher Education Programs, Department of EQUCALON ..o | wovveeene| e | e
International Trade Administration Business Units, Department of COMMEICE .........cccvvurierniieinieininesnensnenesesssssnscnsnnees | v -8 -8
NASA Education, National Aeronautics and Space AdMINISration .............cccoeeimieeiniinnineniseinsssisssssssssisssssssssnsiesies | evvenene| | e
Rural Business & Cooperative Grants, Department of AGHCURUIE ...........cc.ocuriniiniiniineinisensesesesessssssesessssissssssines | o] | e
Science, Technology, Engineering, and Mathematics (STEM) Consolidation, MUti-AGENCY: .....cccoveviniimncvsiniisscisseissiseineien | o] o] v
Eliminated and Reorganized Programs Total - 90 Programs:
Eliminated Programs and Redirected Funding - 78 Programs:
Department of Agriculture - 6 Programs [11]
Department of Commerce - 6 Programs [13]
Department of Defense - 6 Programs ............. [49]
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DISCRETIONARY CUTS, CONSOLIDATIONS, AND SAVINGS—Continued

(Budget authority in millions of dollars)

2014 Change
2012 2014 from 2012
Department of Energy - 8 Programs [11]
Department of Health and Human Services - 10 Programs 28]
Department of Homeland Security - 1 Program [1]
Environmental Protection Agency - 2 Programs [16]
National Aeronautics and Space Administration - 38 Programs 48]
Nuclear Regulatory Commission - 1 Program [0]
Reorganized Programs Within the Agency - 12 Programs:
National Science FOUNQAHON - 11 PIOGIAMS ........c.vuuiveririvieireisiisseistsesisssssissss sttt [118]
National Aeronautics and Space AdMINIStration = 1 PrOGIAM ...........ccuiuerurivmiireeiniireriresesisevssisesssisssise s sssisessnssssisenins 2]
Self-Help and Assisted Homeownership Opportunity Program, Department of Housing and Urban Development ............ccccocueeunee 14 10 -4
State and Local Grants Reform, Department of Homeland SECUFItY ..o | o] | s
United States Visitor and Immigrant Status Indicator Technology, Department of Homeland S€CUrity ... | ] e
Total, Discretionary Consolidations 2,719 2,029
Savings
Agency-Wide Efficiency Savings, Department 0f JUSHICE ..........ccouuiiiiniicinenecsesesiesssiesseesessssssessessssssesssessssesnenenns | s -237 -237
B-83 Reserve Status, Department 0f ENBIGY .........cc.viuriiereriirieeiesiesissssessessssssesssssssessssssssssssssssessssssssssssssssssssssnssssnnness | eenevenns -3 -3
Increased Flexibility for the U.S. Mint in Coinage, Department of the TFEASUIY .........cccvirininninsnesisseissississsessnees | evveeene| e e
Internal Revenue Service Business Systems Modernization, Department of the Treasury 330 301 -29
Joint Polar Satellite System Savings, Department of Commerce 924 886 -38
Law Enforcement-Wide Administrative Efficiencies, Department of JUSHICE ..........cocuvreiriirernieeenisnesseessseesssssessnessneeiee | e -93 -93
Pit Disassembly and Conversion Savings, Department of Energy 26 e -26
Senate Campaign Finance Reports Electronic Submission, Federal Election COMMISSION ......ccccccoviiniiinncinininiieinivsssisiieeiien | o] | v
Streamline Farm Service Agency Operations, Department of Agriculture 1,199 1,176 -23
Technology Infrastructure Modernization, Environmental Protection Agency 186 179 -7
W 78/88 Life Extension Program, Department of ENEIGY .........ccvweeiiiniieinsinessseisecssesssssessssssessssssesssessesssessssssesssssssnsssssnssonns | eveesees -72 -72
Total, Discretionary Savings 2,665 2,137 -528
Total, Discretionary Cuts, Consolidations, and Savings 30,556 20,382 -10,174

' This cut has been identified as a lower-priority program activity for purposes of the GPRA Modernization Act, at 31 U.S.C. 1115(b)(10). Additional information regarding
this proposed cut is included in the respective agency’s Congressional Justification submission.
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MANDATORY CUTS AND SAVINGS

(Outlays and receipts in millions of dollars)

2014 2015 2016 2017 2018 |2014-2018 |2014-2023

Cuts

Coal Tax Preferences, Department of Energy:
Domestic Manufacturing Deduction for Hard Mineral Fossil Fuels' ...............c........ -33 -34 -36 -39 -40 -182 -409
Expensing of Exploration and Development COStS' .........c.ocvnerirnirncrneineiines -25 -43 -45 47 —-49 -209 -432
Percent Depletion for Hard Mineral FOsSil FUEIST ............ccoviinininirniiccs -113 -193 -196 -198 -201 -901 -1,982
ROYaItY TAXBHONT .....oooevivrriieririsereeseesieesissss st -14 -31 =37 —42 —45 -169 432
Eliminate Direct Payments, Department of AGriCUlture ... | e -3,300 -3,300 -3,300 -3,300f -13,200{ 29,700
Conservation Reserve Program, Department of Agriculture .............ccoeeveevnrernrenenns 15 15 -200 -220 -315 -705 -2,915
Conservation Stewardship Program, Department of Agriculture .............ccccccovevevenenns -5 =50 -90 -130 =170 -445 -1,964
Crop Insurance Program, Department of AGrCUIUTE .........c.ccuveveveneerniereeeeieriniienis -513 -1,005 -1,238 -1,244 -1,256 -5,256| -11,716
Geothermal Payments to Counties, Department of the INterior? .............occvvverivninns -4 -4 -5 -5 -5 -23 -48

Oil and Gas Company Tax Preferences, Department of Energy:
Increase Geological and Geophysical Amortization Period for Independent

Producers 10 SEVEN YEAIS .........covveveveecieeeteieeeeeesee ettt stenneas -60 -220 -333 -304 -221 -1,138 -1,363
Repeal Credit for Oil and Gas Produced from Marginal Wells' .... w| ] ] ] ] ] ]
Repeal Deduction for Tertiary Injectants’ ..o -8 -12 -12 -1 -1 -54 -107
Repeal Domestic Manufacturing Tax Deduction for Oil and Natural Gas

COMPANIES ...ttt bbbt -1,119 -1,926 -1,951 -1,944 -1,884 -8,824| 17,447

Repeal Enhanced Oil Recovery Credit! ... | | ||| | e e
Repeal Exception to Passive Loss Limitations for Working Interests in Oil and

Natural Gas PropertiEs! ..........cooieeireeueirniisiineieeieeses s sssesissses -7 -10 -9 -8 -8 42 -74
Repeal Expensing of Intangible Drilling Costs' ..........c.c...... -1,663 -2,460 -2,125 -1,639 -1,099 -8,986| -10,993
Repeal Percentage Depletion for Oil and Natural Gas Wells' ...........ccccccveininrinns -1,039 -1,044 -1,042 -1,041 1,045 5,211 -10,723
Offset Disability Benefits for Period of Concurrent Unemployment Insurance Receipt -100 -100 -100 -100 -100 -500 -1,000
Ultradeep Oil and Gas Research and Development Program, Department of Energy?...... -20 -20 -10 -50 -50
Payments to Guarantee Agencies - Federal Family Education Loan Program ............ =3,657| ] ] 3,657 -3,657
Unrestricted Abandoned Mine Lands Payments, Department of the Interior? ............. -32 -33 =27 =31 -40 -163 =327
Total, Mandatory Cuts -8,397| -10,470| -10,756| -10,303 -9,789| -49,715| -95,339
Savings

FECA Reform, Department of Labor E ..................................................................... -9 -10 -19 -29 -39 -106 -462
Federal Employee Health Benefits Program Reforms, Office of Personnel

MaNAGEMENL ..ot | e 422 —665 -725 —794 —2,606 -8,367
Health Care (Medicaid Proposals), Department of Health and Human Services ........ -301 -1,051 -1,401 -1,397 -1,316 -5,466| -16,914
Health Care (Pharmaceuticals), Department of Health and Human Services®............ -740 -870 -1,000 -1,150 -1,330 -5,090| -14,280
Medicare Provider Payment Modifications, Department of Health and Human

SEIVICES % .o -5,630| -13,460| -17,560| -22,000f -26,810| -85,460 -306,230
Total, Mandatory Savings -6,680, -15813| -20,645 -25,301| -30,289| -98,728| -346,253
Total, Mandatory Cuts and Savings -15,077| -26,283| -31,401| -35,604| -40,078| -148,443| -441,592

'This cut has been identified as a lower-priority program activity for purposes of the GPRA Modernization Act, at 31 U.S.C. 1115(b)(10). Additional information regarding this
proposed cut is included in the Governmental Receipts chapter of the Analytical Perspectives volume.

2This cut has been identified as a lower-priority program activity for purposes of the GPRA Modernization Act, at 31 U.S.C. 1115(b)(10). Additional information regarding this
proposed cut is included in the respective agency’s Congressional Justification submission.

*Medicare savings estimates do not include interactions.

“In addition to the savings reported on this table, the Budget includes an additional $67.8 billion in 10-year savings for Medicare Structural Reforms, as detailed on table S-9.

F The SAVE Award logo denotes a proposal that was suggested by a Federal employee through the SAVE Award program.
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ADMINISTRATIVELY IMPLEMENTED CONSOLIDATIONS AND SAVINGS

(In millions of dollars)

2013 2014 2013-2017

Department of Education

Workspace Redesign and Consolidation E ....................................... 0.00 0.00 -3.00
Department of Health and Human Services

FIBESIUT § s 025 -038 ~150
Department of Homeland Security

Post Customs Inspection Information Online E ................................. * * *
Department of the Interior

Leverage Digital Recording Technology Instead of Court Reporters E .................................................................... 0.00 -0.13 -1.63

Standardize Relocation Policies and Processes by Implementing Shared Services E ............................................ 0.00 -0.11 -1.49
Department of Justice

Encourage Use of Non-Contract Airfares E .............................................................................................................. -2.50 -2.50 -12.50

Reduce Unnecessary Publications Acquisitions E ................................................................................................... -0.19 -0.19 -0.95

Reexamine Contract Structure E .............................................................................................................................. 0.00 -0.73 -27.13
Department of Labor

Bureau of Labor Statistics’ International Labor Comparisons PrOGram ..............ceeeeremeeseesmmseesneesessseesssees -2.00 -2.00 -10.00

Regional Office CONSOAALONS ........coorivuiiiiiiiiciriisi st 0.00 -3.80 -15.89

Wage and Hour Division Questionnaire Postage f: .................................................................................................. -0.07 -0.16 -0.78
Department of State and Other International Programs

Change Printer Default Settings to Copier/Scanners E ............................................................................................ -0.60 -0.10 -0.80

Increase Tech Literacy to Eliminate Physical Assets & Operating Expenditures E .................................................. -0.60 -0.60 -5.70

Use of Online Federal Acquisition Regulation E ....................................................................................................... -0.20 0.00 -0.80
Department of the Treasury

Order Electronic Transcripts Online E ....................................................................................................................... 0.00 0.00 -14.25

Replace Lighting with LED Technology 5 ................................................................................................................. -0.01 -0.09 -0.62

Savings from IRS Space Optimization " ................................................................................................................... 0.00 -76.70 -76.70
National Aeronautics and Space Administration

Eliminate Cell Phones and Offer Allowance E ......................................................................................................... * * *
National Science Foundation

Consolidation of Mobile Devices E ............................................................................................................................ 0.00 -0.05 -0.18

Increased Use of Virtual Meetings E ....................................................................................................................... -1.78 -1.78 -8.92
Consumer Product Safety Commission

Use Electronic Travel System E ............................................................................................................................... -0.10 -0.10 -0.40
Multi-Agency

Reduce Employee Shuttle Buses E .......................................................................................................................... * * *

Senior Transit Savings £ ................................................................. 0.00 -3.00 -12.00

Note: Amounts in this table include estimated savings from actions agencies are implementing to reduce costs that require no further action by the Congress.

* Savings estimates under development.

F The SAVE Award logo denotes this savings action was suggested by a Federal employee through the SAVE Award program.
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ADMINISTRATIVE SAVINGS
(In millions of dollars)
2013

Savings Target

Department of Agriculture -196
Department of Commerce -184
Department of Defense 4,731
Department of Education ... -1
Department of Energy -223
Department of Health and Human Services -881
Department of Homeland Security -866
Department of Housing and Urban Development -12
Department of the Interior -205
Department of Justice -160
Department of Labor -61
Department of State -182
Agency for International Development -15
Department of Transportation ........ -156
Department of the Treasury ... -241
Department of Veterans Affairs .. -175
Corps of Engineers -- Civil Works =77
Environmental Protection Agency -72
General Services Administration -56
National Aeronautics and Space Administration -202
National Science Foundation -19
Office of Personnel Management -4
Small Business Administration -3
Social Security Administration -81
Total -8,812
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OMB CONTRIBUTORS TO THE 2014 BUDGET

The following personnel contributed to the preparation of this publication. Hundreds, perhaps
thousands, of others throughout the Government also deserve credit for their valuable contributions.

A

Andrew Abrams
Chandana Achanta
Brenda Aguilar
Shagufta I. Ahmed
Steven D. Aitken
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